Ch. 318 LAWS of MINNESOTA for 1989 1980

Sec. 17. [221.601] AGREEMENTS WITH OTHER STATES.

Subdivision 1. AUTHORITY. The commissioner may enter agreements
with representatives of other states to allow the cooperative registration of motor
carriers transporting property or passengers for hire in interstate commerce.
The agreement may authorize representatives of other states to issue interstate
registration stamps and trip permits, accept the filing of insurance certificates
and interstate commerce commission orders, and collect and disburse fees pre-
scribed by this chapter.. The agreement may allow the exchange of information
for audit, reporting, and enforcement purposes, and the collection and disburse-
ment of fees provided under this chapter and the laws of other states that
participate in the agreement. The agreement must be in writing. The agreement
may provide for the gradual adoption of a base state registration system. It may
provide that a motor carrier based in another state participating in the agree-

state,

Subd. 2. DEFINITION. For purposes of this section, “state” means a state,
the District of Columbia, or a state or province of a foreign country.

Presented to the governor May 26, 1989
Signed by the governor May 26,- 1989, 5:55 p.m.

CHAPTER 319—S.F.No. 783

An act relating to retirement; making a variety of changes in the laws governing
benefits, contributions, and administrators of various statewide and local public pension
plans; use of state aid and payment of postretirement adjustments to Minneapolis police and
firefighters; amending Minnesota Statutes 1988, sections 34.01, subdivision 7, and by adding
a subdivision; 3A4.02, subdivisions 1, 1b, and 4; 114.01; 114.04; 114.07, subdivision 4;
114.09: 114.13, subdivision 1; 114.18, subdivisions 9 and 10; 114.19, by adding a subdivi-
sion;: 434.316, subdivision 9; 43A4.44, subdivision 2; 69.031, subdivision 5; 69.77, subdivisions
2b and 2g; 69.775; 136.80, subdivision I; 136.81, subdivision 1; 136.82, subdivision 1 and 2;
136.84; 352.01, subdivisions 11, 19, and by adding a subdivision; 352.021, subdivision 5;
352.03, subdivisions 7 and 11; 352.04, subdivisions 2 and 3; 352.113, subdivisions 1 and 12;
352.115, subdivisions 1, 2, and 3; 352.116; 352.12, subdivisions 1, 2, and 6; 352.22, subdivi-
sions 1, 2, 2a, and 3; 352.72, subdivisions 1, 2, and 5; 352.85, subdivision 1; 352.92, by
adding a subdivision; 352.93, subdivisions 1, 2, 3, and by adding a subdivision; 352.95,
subdivisions 1, 2, and 5; 352.96, subdivision 3; 352B.01, subdivision 11; 352B.03, subdivision
1; 352B.08, subdivision 1, 2, 3, and by adding a subdivision; 352B.10, subdivisions 1, 2, and
5; 352B.11, subdivisions 1 and 2; 352B.30, subdivision 1; 352C.091, subdivision 1; 352D.04,
subdivision 1; 352D.06, subdivision 1; 352D.075, subdivision 2; 352D.09, subdivision I;
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353.01, subdivisions 2a, 2b, 10, and by adding subdivisions; 353.03, subdivision 1; 353.27,
subdivisions 2 and 12; 353.28, subdivisions 5 and 6; 353.29, subdivisions 1, 2, 3, 4, and 7:
353.30; 353.32, subdivisions 1 and la; 353.33, subdivisions 1, 2, 3, 5, 6, 7, and 11; 353.34,
subdivisions 1, 2, 3, and 3a; 353.35; 353.64, subdivisions 1, 2, 3, and by adding a subdivision;
353.65, subdivisions 1, 6, and by adding a subdivision; 353.651, subdivisions 1, 2, 3, and by
adding a subdivision; 353.656, subdivisions 1, 3, and 4; 353.657, subdivisions 2, 2a, and 3;
353.71, subdivisions 1, 2, and 5; 353C.06, subdivisions 1, 2, and 4; 353C.08, subdivision 5;
354.05, subdivisions 2a, 5, 35, 37, and by adding a subdivision; 354.06, subdivision 1; 354.07,
subdivision 3; 354.091; 354.092; 354.10, subdivision 2; 354.35; 354.41, subdivision 3; 354.42,
subdivision 7; 354.44, subdivisions 1, 1a, 3, 5, 6, 7, 8, and by adding a subdivision; 354.45,
subdivision 1, and by adding a subdivision; 354.46, subdivision 2; 354.47, subdivisions 1 and
2; 354.48, subdivisions 1, 2, 3, and 10; 354.49, subdivisions 2 and 3; 354.50, by adding a
subdivision; 354.55, subdivision 11; 354.60; 354.62, subdivision 2, and by adding a subdivi-
sion; 354.65; 354.66, subdivision 2; 3544.011, subdivision 20, and by adding a subdivision;
354A.021, subdivision 6; 3544.21; 354A.31, subdivisions 1, 3, 4, 5, 6, and by adding a
subdivision; 3544.32, subdivision 1, and by adding a subdivision; 3544.35, subdivisions 1 and
2; 354A.36, subdivisions 1, 3, and 10; 3544.37, subdivisions 2, 3, and 4; 354A4.39; 354B.02;
354B.04, subdivision 2; 354B.05, subdivisions 3 and 4; 355.90, subdivisions 3 and 4; 356.215,
subdivisions 4d and 4g; 356.216; 356.24; 356.30, subdivisions 1, 2, and 3; 356.302, subdivi-
sion 7; 356.303, subdivision 4; 356.32, subdivision 1; 356.371, subdivision 3; 356.80, subdivi-
sions 1 and 3; 422A.05, subdivisions 2a and 2d: 423.374; 423.45; 423.805; 4234.01, subdivision
2; 423A.21, subdivision 4; 424.06; 424A.001, subdivision 7; 424A.01, subdivision 2; 4244.02,
subdivisions 1, 2, 7, and 13; 424A.04, subdivision 2; 424A.10; 490.122; 490.124, subdivision
12; proposing coding for new law in Minnesota Statutes, chapters 34; 352; 353; 354; 354A;
354B; 355; 356; 3564; and 490; repealing Minnesota Statutes 1988, sections 136.88, subdivi-
sion 3; 352.03, subdivision 13; 352.73, subdivision 3; 353.01, subdivision 2c; 353.661; 353.662;
354.41, subdivision 3; 354.531; 354.532; 354.55, subdivision 5; 354.56; 354A4.32, subdivision
2; and 424A.01, subdivision 3a; amending Laws 1955, chapter 151, section 13, as amended:
Laws 1965, chapter 446, sections 2 and 3; Laws 1980, chapter 595, section 2, subdivision 4;
Laws 1982, chapter 574, section 5, as amended; Laws 1985, chapter 11, section 12, subdivi-
sion 3; and Laws 1988, chapter 709, article 3, section 1, subdivision 4; repealing Laws 1967,
chapter 815; Laws 1978, chapter 683; and Laws 1981, chapter 224, sections 2 and 5.

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MINNESOTA:

ARTICLE 1
MINNESOTA STATE RETIREMENT SYSTEM

Section 1. Minnesota Statutes 1988, section 43A.44, subdivision 2, is amended
to read:

Subd. 2. BENEFITS. Employees in shared positions shall be eligible for
the following benefits and subject to the following obligations:

&) (1) Membership in the Minnesota state retirement system, the teachers
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retirement association or the state patrol retirement fund, whichever is appropri-
ate; exeept that; netwithstanding eny provision of seetion 352:01; subdivisions
11 and 16; 352B-01; subdivision 3; 354:05; subdivisiens 43 and 25: or 354094
emp}eyeesshaﬂhavea{lewableseﬂéeefeﬁhepufpeseefmeeﬁﬂg%hemim
service requirements for eligibility to a retirement annuity or other retirement
benefit eredited in full; but shall have benefit acerual serviee for the purpese of
 computing & retirement annuity or other retirement benefit eredited er & frae-

tional basis either weeldy or annually based upen the relationship that the
number of hours of service bears to either 40 hours per week or 2;080 hours per
yenr; with any salary paid for the fractional serviee eredited on the basis of the
rate of salary applieable for o full-time week or a full-time year:;

) (2) Vacation and sick leave accruals shall be prorated in accordance with
the pertinent collective bargaining agreement or plan covering the position;

¢ (3) Employee dental, medical and hospital benefits coverage shall be
available of the same type and coverage afforded to comparable full-time employ-
ees. Employees in shared positions who elect such coverage shall pay, by payroll
deduction, the difference between the actual cost to the employer and the appro-
priate shared time percent of the actual cost. The remaining percent shall be
paid by the employer. Employee life insurance coverage shall be available to
employees in shared positions on the same terms as for comparable full-time

employees;

(&) (4) Dependent life insurance coverage shall be available to employees in
shared positions on the same terms as for comparable full-time employees.
Dependent medical, hospital and dental benefits coverage shall be available to
employees in shared positions of the same type and coverage afforded to compa-
rable full-time employees, except that the employer shall contribute the appro-
priate shared time percent of the dollar amount contributed for comparable
full-time employees electing the same program, the remainder to be paid by
payroll deduction by the employee electing such coverage;

&) (5) Employees in shared positions shall be entitled to the prorated holi-
day provisions of the applicable collective bargaining agreement or plan cover-

ing the position;

€ (6) Employees in shared positions shall accrue seniority time in every
relevant category at the same rate accorded to comparable full-time employees.
No full-time employee accepting a shared position shall suffer any loss of or gap
in seniority time in the relevant categories applicable to the full-time employ-

ment; and

) (7) Any other benefits of employment for employees in shared positions
shall be prorated at a rate of the appropriate shared time percent of those
available to comparable full-time employees, whenever the benefits are divisible.
Contributions by the employer toward the benefits, if any, shall be equal to the
appropriate shared time percent of the full-time benefits. When not divisible, the
cost of the full-time benefits normally allocable to the employer shall be allo-
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cated, the appropriate shared time percent to the employee in a shared position,
by payroll deduction, and the remaining percent to the employer.

Sec. 2. Minnesota Statutes 1988, section 352.01, subdivision 11, is amended
to read:

Subd. 11. ALLOWABLE SERVICE. “Allowable service” means:

(1) Service by an employee for which on or before July 1, 1957, the employ-
ee was entitled to allowable service credit on the records of the system by reason
of employee contributions in the form of salary deductions, payments in lieu of
salary deductions, or in any other manner authorized by Minnesota Statutes
1953, chapter 352, as amended by Laws 1955, chapter 239.

(2) Service by an employee for which on or before July 1, 1961, the employ-
ee chose to obtain credit for service by making payments to the fund under
Minnesota Statutes 1961, section 352.24.

(3) Except as provided in clauses (9) and (10), service by an employee after
July 1, 1957, for any calendar month in which the employee is paid salary from
which deductions are made, deposited, and credited in the fund, including
deductions made, deposited, and credited as provided in section 352.041.

(4) Except as provided in clauses (9) and (10), service by an employee after
July 1, 1957, for any calendar month for which payments in lieu of salary
deductions are made, deposited, and credited in the fund, as provided in section
352.27 and Minnesota Statutes 1957, section 352,021, subdivision 4.

For purposes of clauses (3) and (4), except as provided in clauses (9) and
(10), any salary paid for a fractional part of any calendar month is deemed the
compensation for the entire calendar month.

(5) The period of absence from their duties by employees who are temporar-
ily disabled because of injuries incurred in the performance of duties and for
which disability the state is liable under the workers’ compensation law until the
date authorized by the director for the commencement of payments of a total
and permanent disability benefit from the retirement fund.

(6) The unused part of an employee’s annual leave allowance for which the
employee is paid salary.

(7) Any service covered by a refund repaid as provided in section 352.23 or
352D.05, subdivision 4, except service rendered as an employee of the adjutant
general for which the person has credit with the federal civil service retirement
system.

(8) Any service before July 1, 1978, by an employee of the transit operating
division of the metropolitan transit commission or by an employee on an autho-

rized leave of absence from the transit operating division of the metropolitan |
transit commission who is employed by the labor organization which is the
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exclusive bargaining agent representing employees of the transit operating divi-
sion, which was credited by the metropolitan transit commission-transit operating
division employees retirement fund or any of its predecessor plans or funds as
past, intermediate, future, continuous, or allowable service as defined in the
metropolitan transit commission-transit operating division employees retire-
ment fund plan document in effect on December 31, 1977.

(9) Service after July 1, 1983, by an employee who is employed on a
part-time basis for less than 50 percent of full time, for which the employee is
paid salary from which deductions are made, deposited, and credited in the
fund, including deductions made, deposited, and credited as provided in section
352.041 or for which payments in lieu of salary deductions are made, deposited,
and credited in the fund as provided in section 352.27 shall be credited on a
fractional basis either by pay period, monthly, or annually based on the relation-
ship that the percentage of salary earned bears to a full-time salary, with any
salary paid for the fractional service credited on the basis of the rate of salary
applicable for a full-time pay period, month, or a full-time year. For periods of
part-time service that is duplicated service credit, section 356.30, subdivision 1,
clauses (i) and (j), govern.

40) Any serviee by an employee in the Minnesota demenstration job-
shering program under seetions 43A40 to 43A-465 whieh i5 less than 40 heurs
per weele o 2;080 hours per year and for which the employee is paid salary from
which deductions are made; depesited and eredited in the fund; shall be eredited
on a fractional basis either weeldy or annually based on the relationship that the
pumber of hours of service bears {o either 40 hours per weele of 2;080 hours per
vear; with any selery paid for the fractional serviee eredited on the basis of the
rate of salary apphlieable for e full-time week of e full-time year:

The allowable service determined and credited on a fractional basis under
elauses (9) and (0) shall be used in calculating the amount of benefits payable,
but service as determined on a fractional basis must not be used in determining
the length of service required for eligibility for benefits.

&5 (10) Any period of authorized leave of absence without pay that does
not exceed one year and for which the employee obtained credit by payment to
the fund in lieu of salary deductions. To obtain credit, the employee shall pay
an amount egual to the employee and employer contribution rate in section
352.04, subdivisions 2 and 3, multiplied by the employee’s hourly rate of salary
on the date of return from leave of absence and by the days and months of the
leave of absence without pay for which the employee wants allowable service
credit. The employing department, at its option, may pay the employer amount
on behalf of its employees. Payments made under this clause shall include
interest at the rate of six percent per year from the date of termination of the
leave of absence to the date payment is made unless payment is completed
within one year of the return from leave of absence.

Sec. 3. Minnesota Statutes 1988, section 352.021, subdivision 5, is amended
to read:
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Subd. 5. CONTINUING COVERAGE. Any state employee who has made
contributions to the retirement fund for a period of one year and who, continu-
ing in state service after that year, becomes eligible for membership in the state
teachers retirement association as a full-time teacher, as defined in section 354.03,
subdivision 2, may continue coverage under the system by filing in its office
written notice of election to continue. The election to be covered by the system
under this subdivision or section 352.01, subdivision 2b, clause (3), must be
made on 4 form approved by the director within 90 days after appointment to
the position. If the option is exercised, the employee is not thereafter entitled to
membership in the teachers retirement association while employed by the state
in a position that entitled the employee to make this election.

Sec. 4. Minnesota Statutes 1988, section 352.03, subdivision 11, is amended
to read:

Subd. 11. LEGAL ADVISER, ATTORNEY GENERAL. The attorney gen-
eral shall be the legal adviser of the board and of the director. The board may
sue or be sued or petitioned under this section in the name of the board of
directors of the system. In actions brought by it or against it, the board shall be
represented by the attorney general: and, except as provided in section 5, subdi-
vision 9, venue of actions shall be in the Ramsey county district court.

Sec. 5. [352.031] APPEALS PROCEDURE,

Subdivision 1. DEFINITIONS. Unless the language or context clearly

indicates that a different meaning is intended, for the purpose of this section, the
following terms have the meanings given them.

(a) “Board” means the board of directors of the Minnesota state retirement
system,

(1) sworn and notarized affidavits made on the personal knowledge of any
person;

(2) official letters or documents;

(4) other relevant documents that are admissible as evidence in a court of

law,

(c) “Executive dir¢ctor” means the executive director of the Minnesota state
retirement system,

(d) “Person” includes any state agency or other governmental unit that
employs persons covered under statutes listed in subdivision 2.

(e) “Record” means the petition and the documentation that the petitioners
submit with the petition; the executive director’s answer to the petition and
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documentation submitted with it; and any documentation the board allows to be

submitted at or after the meeting at which the petition is considered.

Subd. 2. NOTICE OF TERMINATION OR DENIAL. If the executive
director terminates a benefit or denies an application or a written request of any
person claiming a right under chapter 352, other than sections 352.96 and
352.97; chapters 3A, 352B, 352C, and 352D; sections 490.121 to 490.133; or the
applicable sections of chapters 355 and 356, the executive director must serve
upon that person written notice containing:

the receipt of the written notice;

(3) a statement that failure to petition the board within 60 days will pre-
clude the person from contesting in any other court procedure or administrative
hearing, the issues determined by the executive director; and

(4) a copy of this section.

Subd. 3. PETITION FOR REVIEW. A person who claims a right under
subdivision 2 and whose benefit has been terminated or whose application or
written request has been denied may petition for a review of that decision by the
board. A petition under this section must be served upon the executive direc-
tor personally, or by mail postmarked no later than 60 days after the petitioner
received the notice required by subdivision 2. The petition must include the
sworn, notarized statement of the reasons the petitioner believes the decision of
the executive director should be reversed or modified and may include rele-
vant documentation.

Subd. 4. ANSWER; RECORD FOR HEARING. Within a reasonable time
after receiving a petition, the executive director must serve the petitioner with
an answer to the petition with all relevant documentation and with notice of the
time and place of the regular or special board meeting at which the board will
consider the petition. The documentation need not duplicate the documenta-
tion submitted by the petitioner. Not later than ten days before the board
meeting at which the petition will be heard, the executive director must, person-
ally or by mail, deliver a copy of the relevant documentation to each
board member. Each board member who participates in the decision on the

petition must be familiar with all relevant documentation.

hearing, the petitioner, the petitioner’s attorney, and the executive director may
state and discuss with the board their positions with respect to the petition. The
board may allow further documentation to be placed in the record at or subse:
quent to the board meeting at which the petition is considered. If the board

allows additional documentation into the record at or subsequent to the board
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__g nly upon th_e agreement of both the petitioner and the executive director.

Subd. 6. TERMINATION OF BENEFITS. If the executive director proposes
to terminate a benefit that is being paid to any person, before terminating the
benefit, the executive director must, in addition to the other procedures pre-
scribed herein, give the person written or oral notice of the proposed termina-
tion. The notice must explain the reason for the proposed termination. The
person must be given an opportunity, verbally or in writing, to explain why the
benefit should not be terminated if the executive director is unable to contact

benefit might result in unauthorized payment by IM association, the executive
director may terminate the beneﬁt with onlx a written notice contammg the

known address of the person.

Subd. 7. MEDICAL ADVISOR ACTION. If a person petitions the board
to reverse or modify a determination by the executive director finding that the
petitioner, for medical reasons, does not or has ceased to qualify for a disability
benefit, the board may resubmit the matter to the medical advisor for reconsid-
eration, with or without instructions to obtain further medical exammations

the medical adv1sor in the record and the medical advisor asserts that the
demsmn was made in accordance w1th the disability standard in sections 352. Ol
subdivision _ 17; 352B. 10; or 490, 121 subdivision 13, the board must follow the
determmation of the medical advxsor The board may make a determination

involve a medical opinion.

Subd. 8. BOARD FINDINGS. After the board has made a decision on a
petition, the executive director must prepare findings of fact, the board’s reasons
for its conclusmns and the board’s final order for the signature of the chair or
other board member as as the board, by resolution, may designate. The executive

director shall serve the findings, conclusions, and order on the petitioner by
certified ma11

Subd. 9. APPEALS. Within 30 days of receipt of the findings, conclusions,
and ﬁnal order, the petitioner may appeal the board’s decision b by writ or certio-
rari to the court of appeals. Failure 1o appeal to that court within the 30 days
preclude the petitioner from later raising, in any court procedure e or administra-
tive hearm_g, those substantive and procedural issues that reasonably should
have been raised upon appeal.

Subd. 10. REFERRAL FOR ADMINISTRATIVE HEARING. Notwith-
standmg sections 14.03; 14.06; and 14.57 to 14.69, a challenge to a determina-
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tion of the executive director must be conducted exclus' vely under the proce-

brought under this sectlon to the office of administrative hearings for a contested
case hearing under sections 14.57 to 14.69.

Subd. 11. PETITIONS WITHOUT NOTICE. A person who is not entitled
to a review under this section may nevertheless receive review of the decision of
the executive director which affects the person’s rights by petitioning the board
under this section within 60 days of the time the person knew or should have
known of the disputed decision.

Sec. 6. Minnesota Statutes 1988, section 352.116, subdivision 3, is amended
to read:

Subd. 3. OPTIONAL ANNUITIES. The board shall establish an optional
retirement annuity in the form of a joint and survivor annuity. The board may
also establish an optional annuity in the form of an annuity payable for a period
certain and for life thereafter or establish an optional annuity which takes the
form of a joint and survivor annuity providing that, if after the joint and
survivor annuity becomes payable, the person with the designated remainder
interest in the annuity dies before the former member, the annuity amount must
be reinstated to a normal single life annuity amount as of the first day of the
month after the day the person dies. In addition, the board may also establish
an optional annuity that takes the form of an annuity calculated on the basis of
the age of the retired employee at retirement and payable for the period before
the retired employee becomes eligible for social security old age retirement
benefits in a greater amount than the amount of the annuity calculated under
subdivision 2 on the basis of the age of the retired employee at retirement but
equal se far a5 pessible to the soeial seeurity old age retirement benefit and the
the period after the retired employee beeomes eligible for soeial seeurity old age
retirement benefits in an amount less than the amount of the ennuity esleulated
under subdivisions 2 and 3- The soeial security leveling option may be ealen-

. latedbasedeabseadwefageseem}seeuﬂtye}dagefememen%beﬁeﬁts For
each year that the retiring emplovee is under age 62, up to five percent of the
total single life annu1ty requlred reserves may be used to accelerate the optlonal

month in which th_e retired employee reaches a age 62, e 62 at Wthh time the annuity
shall be reduced. The optional forms must be actuarially equivalent to the
normal single life annuity forms provided in sections 352.115 and 352.116,

whichever applies.

Sec. 7. Minnesota Statutes 1988, section 352.22, subdivision 1, is amended
to read:

Subdivision 1. SERVICE TERMINATION. Any employee who ceases to
be a state employee by reason of termination of state service or layoff is entitled

New language is indicated by underline, deletions by strikeeut.

Copyright © 1989 by the Office of the Revisor of Statutes, State of Minnesota. All Rights Reserved.




1989

LAWS of MINNESOTA for 1989 Ch. 319, Art. 1

to a refund provided in subdivision 2 or a deferred retirement annuity as
provided in subdivision 3. Application for a refund may be made 30 or more
days after the termination of state service or layoff if the applicant has not again
become a state employee required to be covered by the system.

Sec. 8. Minnesota Statutes 1988, section 352.22, subdivision 2a, is amended
to read:

Subd. 2a. AMOUNTF OF CERTAIN REFUND REPAYMENTS PRO-
HIBITED. For any employee whe is entitled to & refund under subdivision 1
and whoe; before July 1; 1978; was & member of the metropolitan transit com-
. . . e diviss ) . fund. the rof for
contributions meade before July 1; 1978; must equal the follewing amounts:

" ¢a) For any employee eontributions made before January 1; 1950; the amount
equal to one-half of the employee contributions without interest:

(b) For any employee contributions made after December 31 1949; but
before January 15 1975; the amount of the employee eontributions plus simple
interest at the rate of two percent per year: and

{e) For any employee eontributions made after December 34; 1974, but
before July 4; 1978; the amount of the employce eontributiens plus simple
interest at the rate of 3-1/2 pereent per year: The refund of contributions made
on or after July 4; 1978; must be determined under subdivision 2= Interest must
be eomputed to the first day of the month in whieh the refund is processed and
must be based en fiseal year balances: No refunds of contributions made to the
metropolitan transit commission-transit operating division employees retire-
ment fund received before July 1, 1978, or for service rendered before July 1,
1978, may be repaid.

Sec. 9. Minnesota Statutes 1988, section 352.93, subdivision 3, is amended
to read:

Subd. 3. PAYMENTS; DURATION AND AMOUNT. The annuity under
this section shall begin to accrue as provided in section 352.115, subdivision 8,
and must be paid for an additional 84 full calendar months or to the first of the
month following the month in which the employee becomes age 65, whichever
occurs first, except that payment must not cease before the first of the month
following the month in which the employee becomes 62. It must then be reduced
to the amount as calculated under section 352.115, except that if this amount,
when added to the social security benefit based on state service the employee is |
eligible to receive at the time, is less than the benefit payable under subdivision |
2, the retired employee shall receive an amount that when added to the social
security benefit will equal the amount payable under subdivision 2.
|
|

When an annuity is reduced under this subdivision, the percentage adjust-
ments, if any, that have been applied to the original annuity under section
11A.18, before the reduction, must be compounded and applied to the reduced
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annuity. A former correctional employee employed by the state in a position
covered by the regular plan or the unclassified employees retirement program
between the ages of 58 and 65 shall receive a partial return of correctional
contributions at retirement with five percent interest based on the following

formula:

Employee contributions Years and complete
contributed as a months of regular
correctional employee service between

in excess of the ages 58 and 65
contributions the X e
employee would have 7

contributed as a

regular employee

Sec. 10. Minnesota Statutes 1988, section 352B.08, subdivision 3, is amended
to read:

Subd. 3. OPTIONAL ANNUITY FORMS. In lieu of the single life annui-
ty provided in subdivision 2, the member or former member with ten five years
or more of service may elect an optional annuity form. The board of the
Minnesota state retirement system shall establish a joint and survivor annuity,
payable to a designated beneficiary for life, adjusted to the actuarial equivalent
value of the single life annuity. The board shall also establish an additional
optional annuity with an actuarial equivalent value of the single life annuity in
the form of a joint and survivor annuity which provides that the elected annuity
be reinstated to the single life annuity provided in subdivision 2, if after com-
mencing the elected joint and survivor annuity, the designated beneficiary dies
before the member, which reinstatement is not retroactive but takes effect for
the first full month occurring after the death of the designated beneficiary. The
board may also establish other actuarial equivalent value optional annuity forms.
In establishing actuarial equivalent value optional annuity forms, each optional
annuity form shall have the same present value as a regular single life annuity
using the mortality table adopted by the board and the interest assumption
specified in section 356.215, subdivision 4d, and the board shall obtain the
written recommendation of the commission-retained actuary. These recommen-
dations shall be a part of the permanent records of the board.

Sec. 11. Minnesota Statutes 1988, section 352B.10, subdivision 5, is amended
to read:

Subd. 5. OPTIONAL ANNUITY. A disabled member net eligible for may,
in lieu of survivorship coverage under section 352B.11, subdivision 2, ey
choose the normal disability benefit or an optional annuity as provided in
section 352B.08, subdivision 2. The choice of an optional annuity must be
made before commencement of payment of the disability benefit. It is effective
30 days after reeeipt of this choice o on the date on which the disability benefit
begins to accrue; whiehever i8 later. Upen becoming effeetive; the optienal
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Sec. 12. Minnesota Statutes 1988, section 352B.11, subdivision 2, is amended
to read:

Subd. 2. DEATH; PAYMENT TO SPOUSE AND CHILDREN, If a mem-
ber serving actively as a member, a member receiving the disability benefit
provided by section 352B.10, subdivision 1, or a former member receiving a
disability benefit as provided by section 352B.10, subdivision 3 2, dies from any
cause, the surviving spouse and dependent children are entitled to benefit pay-
ments as follows:

(a) A member with at least five years of allowable service er a former
member with at least 20 years of allowable serviee is deemed to have elected a
100 percent joint and survivor annuity payable to a surviving spouse only on or
after the date the member or former member became or would have become 55.

(b) The surviving spouse of a member who had credit for less than five years
of service shall receive, for life, a monthly annuity equal to 20 percent of that
part of the average monthly salary of the member from which deductions were
made for retirement. If the surviving spouse remarries, the annuity shall cease
as of the date of the remarriage.

(0) The surviving spouse of a member who had credit for at least five years
service and who died after attaining 55 years of age, may elect to receive a 100
percent joint and survivor annuity, for life, notwithstanding a subsequent remar-
riage, in lieu of the annuity prescribed in paragraph (b).

(d) The surviving spouse of any member who had credit for five years or
more and who was not 55 years of age at death, shall receive the benefit equal to
20 percent of the average monthly salary as described in clause (b) until the
deceased member would have reached the age of 55 years, and beginning the
first of the month following that date, may elect to receive the 100 percent joint
and survivor annuity. If the surviving spouse remarries before the deceased
member’s 55th birthdate, benefits or annuities shall cease as of the date of
remarriage. Remarriage after the deceased member’s 55th birthday shall not
affect the payment of the benefit.

(e) Each dependent child shall receive a monthly annuity equal to ten
percent of that part of the average monthly salary of the former member from
which deductions were made for retirement. A dependent child over 18 and
under 22 years of age also may receive the monthly benefit provided in this
section, if the child is continuously attending an accredited school as a full-time
student during the normal school year as determined by the director. If the
child does not continuously attend school but separates from full-time attend-
ance during any part of a school year, the annuity shall cease at the end of the
month of separation. In addition, a payment of $20 per month shall be prorated
equally to surviving dependent children when the former member is survived by
one or more dependent children. Payments for the benefit of any qualified
dependent child must be made to the surviving spouse, or if there is none, to the
legal guardian of the child. The maximum monthly benefit must not exceed 40
percent of the average monthly salary for any number of children.
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(f) If the member dies under circumstances that entitle the surviving spouse
and dependent children to receive benefits under the workers’ compensation
law, the workers’ compensation benefits received by them must not be deducted
from the benefits payable under this section.

(2) The surviving spouse of a deceased former member who had credit for
five or more years of allowable service, but not the spouse of a former member
receiving a disability benefit under section 352B.10, subdivision 3 2, is entitled
to receive the 100 percent joint and survivor annuity at the time the deceased
member would have reached the age of 55 years, if the surviving spouse has not
remarried before that date. If a former member dies who does not qualify for
other benefits under this chapter, the surviving spouse or, if none, the children
or heirs are entitled to a refund of the accumulated deductions left in the fund
plus interest at the rate of five percent per year compounded annually.

Sec. 13. Minnesota Statutes 1988, section 352D.04, subdivision 1, is amended
to read:

Subdivision 1. (a) An employee exercising an option to participate in the
retirement program provided by this chapter may elect to purchase shares in one
or a combination of the income share account, the growth share account, the
money market account, the bond market account, the guaranteed return account,
or the common stock index account established in section 11A.17. The employ-
ee may elect to participate in one or more of the investment accounts in the
fund by specifying, on a form provided by the executive director, the percentage
of the employee’s contributions provided in subdivision 2 to be used to purchase
shares in each of the accounts.

(b) Twice in any calendar year, a participant may indicate in writing on
forms provided by the Minnesota state retirement system a choice of options for
subsequent purchases of shares. Until a different written indication is made by
the participant, the executive director shall purchase shares in the supplemental
fund as selected by the participant. If no initial option is chosen, 100 percent
income shares must be purchased for a participant. A change in choice of
investment option is effective no later than the first pay date first occurring after
30 days following the receipt of the request for a change.

(c) One month before the start of a new guaranteed investment contract, a
participant or former participant may elect to transfer all or a portion of the
participant’s shares previously purchased in the income share, growth share,
common stock index, bond market, or money market accounts to the new
guaranteed investment contract in the guaranteed return account. ¥ & pertial
teansfer is made; a minimum of $1;000 must be transferred and & minimum
belanee of $1;000 must remain in the previously seleeted investment options:
Upon expiration of a guaranteed investment contract, the participant’s shares
attributable to that contract must be transferred to a new guaranteed investment
contract unless the executive director is otherwise directed by the participant.
Shares in the guaranteed return account may not be withdrawn from the fund or
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transferred to another account until the guaranteed investment contract has
expired, unless the participant qualifies for withdrawal under section 352D.05 or
for benefit payments under sections 352D.06 to 352D.075.

(d) Twice in any calendar year a participant or former participant may also
change the investment options selected for all or a portion of the participant’s
shares previously purchased in accounts other than the guaranteed return
account. Hewever; if a partial transfer is made a minimum of $15000 must be
transferred and e minimum balanee of $1;000 must remain in the previously
selected investment eptien: Changes in investment options for the participant’s
shares must be effected as soon as cash flow to an account practically permits,
but not later than six months after the requested change.

Sec. 14. Minnesota Statutes 1988, section 352D.06, subdivision 1, 'is amended
to read:

Subdivision 1. When a participant attains at least age 58 55, is retired from
covered service, and applies for a retirement annuity, the cash value of the
participant’s shares shall be transferred to the Minnesota postretirement invest-
ment fund and used to provide an annuity for the retired employee based upon
the participant’s age when the benefit begins to accrue according to the reserve
basis used by the state employees retirement fund in determining pensions and
reserves.

Sec. 15. Minnesota Statutes 1988, section 352D.075, subdivision 2, is
amended to read:

Subd. 2. If a participant dies leaving a spouse and there is no named
beneficiary who survives to receive payment or the spouse is named beneficiary,
the spouse may receive:

(1) The value of the participant’s total shares;

(2) The value of one-half of the total shares and beginning at age 58 55 or
thereafter receive an annuity based on the value of one-half of the total shares,
provided that if the spouse dies before receiving any annuity payments the value
of said shares shall be paid to the spouse’s children in equal shares, but if no
such children survive then to the parents of the spouse in equal shares, but if no
such children or parents survive, then to the estate of the spouse; or

(3) Beginning at age 58 55 or thereafter receive an annuity based on the
value of the total shares, provided that if the spouse dies before receiving any
annuity payments the value of said shares shall be paid to the spouse’s children
in equal shares, but if no such children survive then to the parents of the spouse
in equal shares, but if no such children or parents survive, then to the estate of
the spouse; and further provided, if said spouse dies after receiving annuity
payments but before receiving payments equal to the value of the employee
shares, the value of the employee shares remaining shall be paid to the spouse’s
children in equal shares, but if no such children survive then to the parents of
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the spouse in equal shares, but if no such children or parents survive, then to the
estate of the spouse.

Sec. 16. DEADLINE EXTENSION IN CERTAIN INSTANCES.

Notwithstanding any provision of Minnesota Statutes, section 352D.12, to

service contributions or repay any refund under that section by September 30,
1989, or within one year of the person’s participation, whichever is later.

Sec. 17. REPEALER.

. Minnesota Statutes 1988, sections 352.03, subdivision 13; and 352.73, sub-
division 3, are repealed.

Sec. 18. EFFECTIVE DATES.

day following final enactment.

ARTICLE 2
TEACHERS’ RETIREMENT ASSOCIATIONS

Section 1. Minnesota Statutes 1988, section 136.81, subdivision 1, is amended
to read:

Subdivision 1. There shall be deducted from the salary of each person
described in section 136.80, subdivision 1, a sum equal to five percent of the
portion of the person’s annual salary paid between $6,000 and $15,000. The
deduction is to be made in the same manner as other retirement deductions are
made from the salary of the person only after the first $6,000 has been paid in a
fiscal year. The state employer shall make a contribution to the plan on behalf
of every covered person in an amount equal to the deductions made from the
salary of the person. The moneys so deducted and the state employer contribu-
tion shall be deposited to the credit of the state university and community
college supplemental retirement plan account of the teachers retirement fund.
The account is hereby established and shall be separate and distinct from other
funds, accounts, or assets of the teachers retirement fund. Fhe money required
to meet the obligation of the state as provided in this subdivision shall be
eontributed to the exeeutive director of the teachers retirement associatien by
the stater Two percent of the amount of the salary deductions and employer
contributions must be credited to the administrative expense reserve account of

and reasonable administrative expenses of the supplemental retirement plan as
provided in section 354.65.
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Any deductions which are taken from the salary of a person for the supple-
mental retirement plan in error shall upon discovery and verification be refunded
to the person. Any related employer contributions must be refunded to
the employer. The retirement board executive director shall establish a reserve
which shall must reflect any gains or losses realized due to the purchase and
redemption of shares representing salary deductions and state employer contri-
butions which were made in error. The balance of the reserve shall remaining
after the refund of contributions made in error must be credited annually to the
eancellation reserve established pursuant to seetion 136:82; subdivisien L
elause (5) administrative expense reserve account.

If any peyrel} salary deductions which are required pursuant to under this
section are omitted, the amount of the omitted salary deductions shell may be
remitted by the person to the supplemental retirement plan investment account
of the teachers retirement association within ere year from the end of the fiseal
year in which the deduections were due; and at the time of the receipt of 90 days
following the association’s written notification to the person of the omission, but
not thereafter. If the omitted salary deductions are received from the person,
the required state employer contribution shall thea must be made paid by the
employer within 30 days after the association’s written notification to the employ-

[

Sec. 2. Minnesota Statutes 1988, section 136.82, subdivision 1, is amended
to read:

Subdivision I. GENERALLY. (a) The executive director of the teachers
retirement fund shall redeem shares in the accounts of the Minnesota supple-
mental retirement investment fund standing in an employee’s share account
record under the following circumstances, but always in accordance with the

laws and rules governing the Minnesota supplemental retirement investment
fund:

(b) The executive director shall redeem shares under this subdivision when
requested to do so in writing on forms provided by the executive director by a
person having shares to the credit of the employee’s share account record if the
person is age 55 or older and is no longer employed by the state university board
or state board for community colleges. In such case the person must receive the
cash realized on the redemption of the shares. The person may direct the
redemption of not more than 20 percent of the person’s shares in the employee’s
share account record in any one year and may not direct more than one redemp-
tion in any one calendar month; provided, however, that the state university
board or its designee, in the case of a person employed by the state university
board, and the state board for community colleges or its designee, in the case of
a person employed by the state board for community colleges, may, upon appli-
cation, at their sole discretion, permit greater withdrawals in any one year.

(c) The executive director shall redeem shares under this subdivision when
requested to do so in writing, on forms provided by the executive director, by a
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person having shares to the credit of the employee’s share account record if the
person has left employment by the state university board or state board for
community colleges because of a total and permanent disability as defined in
section 354.05, subdivision 14. If the executive director finds that the person is
totally and permanently disabled and will as a result.be unable to return to
similar employment, the person must receive the cash realized on the redemp-
tion of the shares. The person may direct the redemption of not more than 20
percent of the shares in the employee’s share account record in any one year and
may not direct more than one redemption in any one calendar month; provided,
however, that the state university board or its designee, in the case of a person
employed by the state university board, and the state board for community
colleges or its designee, in the case of a person employed by the state board for
community colleges, may, upon application, at their sole discretion, permit
greater withdrawals in any one year. If the person returns to good health, the
person owes no restitution to the state or a fund established by its laws for a
redemption under this paragraph.

(d) The executive director shall redeem shares under this subdivision in the
event of the death of a person having shares to the credit of the employee’s share
account record and leaving a surviving spouse, when requested to do so in
writing, on forms provided by the executive director, by the surviving spouse.
The surviving spouse must receive the cash realized on the redemption of the
shares. The surviving spouse may direct the redemption of not more than 20
percent of the shares in the deceased spouse’s employee’s share account record
in any one year and may not direct more than one redemption in any one

. calendar month; provided, however, that the state university board or its desig-
nee, in the case of a person employed by the state university board, and the state
board for community colleges or its designee, in the case of a person employed
by the state board for community colleges, may, upon application, at their sole
discretion, permit greater withdrawals in any one year. In that case the surviv-
ing spouse must receive the cash realized from the redemption of the shares.
Upon the death of the surviving spouse any shares remaining in the employee’s
share account record must be redeemed by the executive director and the cash
realized from the redemption must be distributed to the estate of the surviving

spouse.

(e) In the event of the death of a person having shares to the credit of the
employee’s share account record and leaving no surviving spouse, the executive
director shall redeem all shares to the credit of the employee’s share account
record and pay the cash realized from the redemption to the estate of the
deceased person.

(f) The executive director shall redeem shares under this subdivision when
requested to do so in writing, on forms provided by the executive director, by a
person having shares to the credit of the employee’s share account record if the
person is no longer employed by the state university board or state board for
community colleges, but does not qualify under the provisions of paragraphs (b)
to (e). In that case, the person is entitled upon application to receive one-half of
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the cash realized on the redemption of shares mast be feee‘wed by the pefseﬁ
reserve account of the supplemental retirement plan aeceount of the %e&ehefs
fetirement fund for payment of necessary and reasonable administrative expenses
of the supplemental retirement plan as provided in section 354.65. Annuelly on
July 4 the eancellations of the previous 12 months must be prorated ameons the
employees share aceounts in proportion to the value that each account bears t0
the total yalue of all share accounts:

Sec. 3. Minnesota Statutes 1988, section 136.82, subdivision 2, is amended
to read:

Subd. 2. REDEMPTION OF SHARES AS AN ANNUITY. A person who
has shares to the credit of the employee’s share account record, who is 55 years
of age or older and who is no longer employed by the state university board or
the state board for community colleges or who is totally and permanently dis-
abled pursuant to subdivision 1, paragraph (3 (c), or who has the status of a
surviving spouse of a person who has shares to the credit of the employee’s share
account pursuant to subdivision 1, paragraph 3) (d), may redeem all or part of
the shares to purchase an annuity by depositing the cash realized upon redemp-
tion with the executive director of the teachers retirement fund and receive in
exchange an annuity for life or an optional annuity as hereinafter provided. The
election to purchase an annuity may be made only once by any individual. If an
election is made before the date on which the person is entitled to request
redemption, the redemption shall not be made prior to the date upon which the
person would be entitled to make the request. The annuity purchase rates shall
be based on the annuity table of mortality adopted by the board of trustees of
the teachers retirement fund for the fund as provided in section 354.07, subdivi-
sion 1, using the interest assumption specified in section 356.215, subdivision
4d. The amount of the annuity for life shall be that amount which has a present
value equal to the cash realized on the redemption of the shares as of the first
day of the month next following the date of the election to purchase an annuity,
The board of trustees of the teachers retirement fund shall establish an optional
joint and survivor annuity, an optional annuity payable for a period certain and
for life thereafter, and an optional guaranteed refund annuity paying the annui-
tant a fixed amount for life with the guarantiee that in the event of death the
balance of the cash realized from the redemption of shares is payable to the
designated beneficiary. The optional forms of annuity shall be actuarially equiv-
alent to the single life annuity as defined in section 354.05, subdivision 7. In
establishing these optional forms, the board of trustees shall obtain the written
recommendation of the actuary retained by the legislative commission on pen-
sions and retirement, and these recommendations shall be a part of the perma-
nent records of the board of trustees.

Sec. 4. Minnesota Statutes 1988, section 354.05, subdivision 35, is amended
to read:

Subd. 35. SALARY. (a) “Salary” means the compensation paid to & teaches
exeluding, upon which member contributions are required and made, that is
g_g __o_ a teacher before any allowable reductions permitted un under the federal

nal Revenue Code of 1986, as amended through December 31, 1988, for
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emplovee selected fringe benefits, tax sheltered annuities, deferred compensa-
tion, or any combination of these items.

(b) “Salary” does not mean:

(1) lump sum annual ex leave payments;
(2) lump sum sick leave payments and ab;

(3) payments in lieu of any employer paid group insurance coverage, including
the difference between single and family premium rates, that may be paid to a
member with single coverage: “Salary? does not mean;

(4) any form of payment made in lieu of any other employer paid fringe
benefit or expense; o,

(5) any form of severance payments;

(6) workers’ compensation payments; or

(7) disability insurance payments including self-insured disability payments.

Subd. 35a. SEVERANCE PAYMENTS. Severance payments include, but
are not limited to:

{s) (1) payments to an employee to terminate employment;

) (2) payments, or that portion of payments, that are not clearly for the
performance of services by the employee to the employer; and

e} (3) payments to an administrator or former administrator serving as an
advisor to a successor or as a consultant to the employer under an agreement to
terminate employment within two years or less of the execution of the agree-
ment for compensation that is significantly different than the most recent con-
tract salary; and

(4) payments under a procedure that allows the employee to designate the
time of payment if the payments are made during the period of formula service
credit used to compute a benefit or annuity under section 354.44, subdivision 6
or 7; 354.46. subdivision 1 or 2; or 354.48, subdivision 3.

Sec. 5. Minnesota Statutes 1988, section 354.05, subdivision 37, is amended
to read:

Subd. 37. TERMINATION OF TEACHING SERVICE. “Termination of
teaching service” means the withdrawal of a member from active teaching serv-
ice by resignation or the termination of the member’s teaching contract by the
employer. A member is not considered to have terminated teaching service, if

entered into a contract to resume teaching service with an employing unit

covered by the provisions of this chapter.
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Sec. 6. Minnesota Statutes 1988, section 354.07, subdivision 3, is amended
to read:

Subd. 3. The attorney general shall be legal advisor to the board and the
executive director. The board may sue or be sued or petitioned under section 7
in the name of the board of trustees of the teachers retirement fund and. In ali
actions brought by or against it the board shall be represented by the attorney
general, Except as provided in section 7, subdivision 9, venue of all actions is in
the Ramsey county district court,

Sec. 7. [354.071] APPEALS PROCEDURE.

Subdivision 1., DEFINITIONS. Unless the language or context clearly
indicates that a different meaning is intended, for the purpose of this section, the
following terms have the meanings given.

(1) sworn and notarized affidavits made on the personal knowledge of any
person;

(2) official letters or documents;

(4) other relevant documents that are admissible as evidence in a court of

law.

(b) “Executive director” means the executive director of the teachers retire-
ment association.

(c) “Person” includes any state institution, school district, or other govern-
mental unit that employs persons covered under statutes listed in subdivision 2.

submit with the petition, the executive director’s answer to the petition and
documentation submitted with it, and any documentation the board allows to be
submitted at or after the meeting at which the petition is considered.

Subd. 2. NOTICE OF TERMINATION OR DENIAL. If the executive |
director terminates a benefit or denies an application or a written request of any |
person claiming a right under this chapter or the applicable sections of chapters |
136, 355, and 356, the executive director must serve upon that person a written |

\
\

notice. The notice must contain:

(1) the reasons for the termination or denial;

(2) notice that the person may petition the board for a review of the termi-

the receipt of the written notice;
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(3) a statement that failure to petition the board within 60 days will pre-

clude the person from contesting in any other court procedure or administrative
hearing, the issues determined by the executive director; and

.

(4) a copy Qf this section.

Subd. 3. PETITION FOR REVIEW. A person who claims a right under
subdivision 2 and whose benefit has been terminated or whose application or
written request has been denied may petition for a review of that decision by the
board. A petition under this section must be served upon the executive direc-
tor personally, or by mail postmarked no later than 60 days after the petitioner
received the notice required by subdivision 2. The petition must include the
sworn, notarized statement of the reasons the petitioner believes the decision of
the executive director should be reversed or modified and may include rele-
vant documentation.

Subd. 4. ANSWER; RECORD FOR HEARING. Within a reasonable time
after receiving a petition, the executive director must serve the petitioner with

time and place of the regular or special board meeting at which the board will

consider the petition. The documentation need not duplicate the documenta-
tion submitted by the petitioner. Not later than ten days before the board

considered by the board, the executive director must, personally or by mail,

deliver a copy of the relevant documentation to each board member. Each

with all relevant documentation.

Subd. 5. HEARING. The board shall hold a timely hearing on a petition
for review. The board shall make its decision on a petition solely on the
relevant documentation as submitted and the proceedings of the hearing. At the
hearing the petitioner, the petitioner’s attorney, and the executive director may
state and discuss with the board their positions with respect to the petition. The
board may allow further documentation to be placed in the record at or subse-
quent to the board meeting at which the petition is considered. If the board
allows additional documentation into the record at or subsequent to the board

meeting, it may make a final determination on the petition at that board meet-
ing only upon the agreement of both the petitioner and the executive director.

Subd. 6. TERMINATION OF BENEFITS. If the executive director pro-
poses to terminate a benefit that is being paid to any person, before terminating
the benefit the executive director must, in addition to the other procedures
prescribed herein, give the person written or oral notice of the proposed termi-
nation. The notice must explain the reason for the proposed termination. The
person must be given an opportunity, verbally or in writing, to explain why the

the person and the executive director ‘determines that a failure to terminate the

benefit might result in unauthorized payment by the association, the executive
director may terminate the benefit with only a written notice containing the

benefit was last sent and, if that address is a financial institution, to the last

known address of the person.
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Subd. 7. MEDICAL ADVISOR ACTION. If a person petitions the board
to reverse or modify a determination by the executive director finding that the

benefit, the board may resubmit the matter to the medical advisor for reconsid-
eration, with or without instructions to obtain further medical examinations.
The board may make a determination contrary to the recommendation of the

medical advisor only if there is expert medical evidence in the record to support

subdivision 14, the board must follow the determination of the medical advisor.
The board may make a determination different from the recommendation of the

petition, the executive director must prepare findings of fact, the board’s reasons
for its conclusions, and the board’s final order for the signature of the chair or
other board member as the board, by resolution, may designate. The executive
director must serve the findings, conclusions, and order on the petitioner by
certified mail.

Subd. 9. APPEALS, Within 30 days of receipt of the findings, conclusions,
and final order, the petitioner may appeal the board’s decision by writ of certio-

precludes the petitioner from later raising, in any court procedure or administra-
tive hearing, those substantive and procedural issues that reasonably should
have been raised upon appeal.

Subd. 10. REFERRAL FOR ADMINISTRATIVE HEARING. Notwith-
standing sections 14.03, 14.06, and 14.57 to 14.69, a challenge to a determina-
tion of the executive director must be conducted exclusively under the procedures

hearing under sections 14.57 to 14.69.

Subd. 11. PETITION WITHOUT NOTICE. A person who is not entitled
to notice of a right of review under this section may nevertheless receive review

petitioning the board under this section within 60 days of the time the person
knew or should have known of the disputed decision.

Sec. 8. Minnesota Statutes 1988, section 354.091, is amended to read:
354.091 SERVICE CREDIT.

In computing the time of service of a teacher, the length of a legal school
year in the district or institution where such service was rendered shall consti-
tute a year under sections 354.05 to 354.10, provided such year is not less than
the legal minimum school year of this state. No person shall be allowed credit
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for more than one year of teaching service for any fiscal year. Commencing July
1, 1969 1961 (1) if a teacher teaches only a fractional part of a day, credit shall
be given for a day of teaching service for each five hours taught, and (2) if a
teacher teaches at least 170 full days in any fiscal year credit shall be given for a
full year of teaching service, and (3) if a teacher teaches for only a fractional part
of the year credit shall be given for such fractional part of the year as the term
of service rendered bears to 170 days. Teaching service performed prior to July
1, 4969 1961 shall be computed pursuant to the law in effect at the time it was

rendered.

In no event shall any teacher lose or gain retirement service credit as a
result of the employer converting to a four day work week. If the employer does
convert to a four day work week, the forms for reporting and procedures for
determining service credit shall be determined by the executive director with the
approval of the board of trustees.

- Sec. 9. Minnesota Statutes 1988, section 354.092, is amended to read:
354.092 SABBATICAL LEAVE.

A member who is granted # sabbatieal leave may reeeive allowable service
eredit not exceeding three years in any ten consecutive years toward & retirement
leave: The employee eontribution shall be based upen the appropriate rate of
leave: Fhis payment shall be made by the end of the fiseal year following the
fiseal year in which the leave of absence terminated; and shall be witheut inter-
est: A member shall neot acerue more than three years elewable serviee by
reason of this seetion unless the allowable serviee eredit was paid for by the
member prior to July +; 1962: A sabbatical leave for the purpose of this section
shall be compensated by a minimum of one-third of the salary the member
received for a comparable period during the prior fiscal year. Before the end of
the fiscal year during which any sabbatical leave begins, the employing unit
granting the leave must certify the leave to the association on a form specified
by the executive director. Deductions for employee contributions at the applica-
ble rate specified in section 354.42 must be made by the employing unit from
salary paid to the member for a sabbatical leave. The member may also make
direct payment of employee contributions at the appropriate rates specified in
section 354.42 based upon the difference between the salary received for the
sabbatical leave and the salary received for a comparable period during the year
immediately ly preceding t the leave. This direct payment must be made by the end
of the fiscal year following the fiscal year in which the leave o_f absence termi-
nated and must be without interest. If the employee contributions during the
period of the leave made under this section are less than the employee contribu-
tions based en the salary reeeived made for a comparable period during the year
immediately preceding the leave, the allowable and formula service credit of the
member shall be prorated according to section 354.05, subdivision 25, clause
(3), except that if the member is paid full salary for any sabbatical leave of
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absence, either past or prospective, the allowable and formula service credit
shall not be prorated. A member may not receive more than three years of
allowable service credit in any ten consecutive years under this section unless
the allowable service credit was paid for by the member before July 1, 1962. For
sabbatical leaves taken that begin after June 30, 1986, the required employ-
er eontribution; including the amortization ameunt contributions specified in
section 354.42; subdivisions 3 and 5; shell must be paid by the employing unit
within 30 days after the association’s written en notification by the asseeiation to
the employing unit of the amount due,

Sec. 10. Minnesota Statutes 1988, section 354.10, subdivision 2, is amended
to read:

Subd. 2. AUTOMATIC DEPOSITS. The board may pay an annuity or
benefit to a banking institution, qualified under chapter 48, that is a trustee for
a person eligible to receive sueh the annuity or benefit. Upon completion of the
proper forms as provided by the beard executive director, the annuity or benefit
amount may be electronically transferred or the annuity or benefit check may be |
mailed to a banking institution, savings association or credit union for deposit |
to the recipient’s individual account or joint account with & the recipient’s

spouse. The board shall prescribe the conditions which shall govern these proce-

dures.

Sec. 11. Minnesota Statutes 1988, section 354.35, is amended to read:

354.35 REBIREMENE BEFORE BECOMING ELIGIBLE FOR SOCHL
SECURIEY OPTIONAL ACCELERATED RETIREMENT ANNUITY BEFORE
AGE 65.

Any coordinated member who retires before becoming eligible for soeial
seeurity retirement benefits age 65, may elect to receive an optional accelerated
retirement annuity from the association which provides for different annuity
amounts over different periods of retirement. The election of this optional
accelerated retirement annuity shall be exercised by making an application to
the board on a form provided by the board. The optional accelerated retirement
annuity shall take the form of an annuity payable for the period before the
member attains the age of 65 years in a greater amount than the amount of the
annuity calculated under section 354.44 on the basis of the age of the member at
retirement butequa}msefaf&spess*bletemeseei&lseeaﬂt-yeldagefeﬁfemem

on the basis of the age of the member at retirement: The soeial security leveling
ment benefits: the optional accelerated retirement annuity shell must be the
actuarial equivalent of the member’s annuity computed on the basis of the
member’s age at retirement. The greater amount shalt must be paid until the
member retiree reaches the age of 65 and at whieh that time the payment from
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the association shalt must be reduced. For each year the retiree is under age 65,
up to five percent of the total life annuity required reserves may be used to
accelerate the optional retirement annuity under this section. The method of
computing the optional accelerated retirement annuity provided in this section
shall be established by the board of trustees. In establishing the method of
computing the optional accelerated retirement annuity, the board of trustees
shell must obtain the written reecommendatiop approval of the commission-
retained actuary. The reeommendeations shell written approval must be a part of
the permanent records of the board of trustees.

Sec. 12. Minnesota Statutes 1988, section 354.42, subdivision 7, is amended
to read:

Subd. 7. ERRONEOUS SALARY DEDUCTIONS OR DIRECT PAY-
MENTS. (1) (a) Any deductions taken from the salary of an employee for the
retirement fund in error shall; be refunded to the employee upon discovery and
verification by the scheel distriet or imstitution employing unit making the
deduction; be refunded to the empleyee and the corresponding employer contri-
bution and additional employer contribution amounts attributable to the errone-
ous salary deduction must be refunded to the employing unit.

) In the event (b) If salary deductions and emplover contributions were

ted to another public pension fund enumerated in section 356.30, subdivision 3,
the retirement fund must transfer these salary deductions and employer contri-
butions to the appropriate public pension fund without interest.

{c) If 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 has
been returned to the funds of the sehoel distriet or institation employing unit
making the payment, a refundment refund of the sam 36 amount deducted, or
any portion of it &s that is required to adjust the salary deductions, shall be
made to the school district or institution provided application for it is made on
& ferm furnished by the retirement board employing unit,

(d) Any erroneous direct payments of member paid contributions or errone-
ous salary deductions that were not refunded in the regular processing of an
employing unit’s annual summary report shall be refunded to the member with
interest computed using the rate and method specified in section 354.49, subdi-
vision 2.

Sec. 13. Minnesota Statutes 1988, section 354.44, subdivision 3, is amended
to read:

Subd. 3. APPLICATION FOR RETIREMENT. Retirement may Applica-
tion for retirement must be made upen applieation of by the member or of by
someone aeting authorized to act in the member’s behalf. Application must be
made on a form prescribed by the executive director.
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Sec. 14. Minnesota Statutes 1988, section 354,44, subdivision 5, is amended
to read:

Subd. 5. RESUMPTION OF TEACHING SERVICE AFTER RETIRE-
MENT. Any person who retired under any provision of any retiremaent aw
applieable to seheols and institutions eevered by the provisions of this chapter
and has thereafter resumed teaching in any sehoel or institution employer unit
to which this chapter applies shall is eligible to continue to receive payments in
accordance with the annuity except that annuity payments must be reduced
during eny the calendar year immediately following any calendar year in which
the person’s income from the teaching service is in an amount egual to or
greater than the annual maximum earnings allowable for that age for the contin-
ued receipt of full benefit amounts monthly under the federal old age, survivors
and disability insurance program as set by the secretary of health and human
services pursuant to the provisions of under United States Code, title 42, section
403. The amount of the reduction must be one-half of th_e amount in excess of
the applicable reemployment income maximum specified i in this subdivision and -
must be deducted from the annuity payable for the calendar year immediately
followm_g the calendar year in which the excess amount was earned. If the
person has nc not yet reached the minimum age for the receipt of social security
benefits, the maximum earnings for the person must be equal to the annual
maximum earnings allowable for the minimum age for the receipt of social
security benefits.

If the person js retired for only a fractional part of the calendar year during
the initial year of retirement, the maximum reemployment income specified in
this subdivision must be prorated for that calendar year,

After a person has reached the age of 70, no reemployment income maxi-
mum is applicable regardless of the amount of income. For the purpose of this
subdivision, income from teaching service shall impelude includes, but is not
limited to:

(a) all income for services performed as a consultant or an independent
contractor for an employer unit covered by the provisions of this chapter; and

(b) the greater of either the income received or an amount based on the rate
paid with respect to an administrative position, consultant, or independent
contractor in an employer unit with approximately the same number of pupils
and at the same level as the position occupied by the person who resumes
teaching service.

In the event that the persen has net yet reached the minimum age for the
reeeipt of soeinl security benefits; the maximum earnings for the person shall be
egual to the annuel mexirmum carnings allowable for the minimuin age for the
reeeipt of social seeurity benefits: The amount in exeess of the applieable
from the annuity payable for the year immediately foHowing the year in whiek
the exeess ameount was earned: Afier & persen has reached the age of 70; the
persen shall reeetve the annuity in full regardless of the amount of income:
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Sec. 15. Minnesota Statutes 1988, section 354.44, is amended by adding a
subdivision to read:

Subd. 5a. EXEMPTION FOR INTERIM SUPERINTENDENT. A person
who performs services as an interim superintendent because of the death, dis-
ability, termination, or resignation of the previous superintendent is exempt
from the earnings limitations and reductions in annuity payments in subdivision
5 for up to 90 working days of service as an interim superintendent. During this
period of up to 90 working days, the school board may pay the interim superin-
tendent at any rate, up to the rate paid to the previous superintendent. This
exemption applies only if the school board hiring the interim superintendent
submits an application for the exemption to the executive director, and the
executive director approves the application before the services as interim super-

mously approved the exemption from the earnings limitations and reductions.
The executive director may prescribe a form for the application. A school board
may not apply for more than one exemption in a fiscal year. No more than
three exemptions may be approved for any person. Only one exemption may be
approved for any person in a fiscal year.

Sec. 16. Minnesota Statutes 1988, section 354.44, subdivision 8, is amended
to read:

Subd. 8. ANNUITY PAYMENT; EVIDENCE OF RECEIPT. Payment of
An annuity or benefit for a given month shelt must be paid during the first week
of that month. Evidence of receipt of the check issued or acknowledgment of
the amount electronically transferred in payment of an annuity or benefit shall
be submitted by may be required from the payee or & bapking institution on a
form prescribed by the executive director. The evidence of receipt form shal
may be submitted required periodically at times specified by the board. In the
event the reguired evidence of receipt form is net submitted required, future
annuities or benefits shalt must be withheld until the form is submitted.

Sec. 17. Minnesota Statutes 1988, section 354.47, subdivision 2, is amended
to read:

Subd. 2. BENEFITS OF $560 $1,500 OR LESS. If a member or a former
member dies without having a surviving designated & beneficiary; er if the
beneficiary should die befoere mualing application for the refundment and the
amount to the credit of sueh deceased member or former member; and the
amount of the benefit the decedent is $500 $1,500 or less, the retirement board
of trustees may 90 days after the date of death ef the member or former member,
in the absence of probate proceedings, make payment to the surviving spouse of
the decensed member or former members; of; if none to the next of kin under
the laws of deseent of the state of Minnesota and sueh decedent. This payment
shall be a bar to recovery of this payment from the association by any other
person or persons. Any accrued retirement allowanee of annuity whiek shall
have acerued at the time of death of an annuitant, disability, or survivor benefit,
may be paid in like the same manner.
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Sec. 18. Minnesota Statutes 1988, section 354.48, subdivision 1, is amended
to read:

Subdivision 1. AGE, SERVICE AND SALARY REQUIREMENTS. Any A
member who beeame is totally and permanently disabled after and has at least
permanent disability begins is entitled to a disability benefit based on this
allowable service in an amount provided in subdivision 3. If sueh the dis-
abled persens member’s teaching service has terminated at any time, at least
three of the required five years of allowable service must have been rendered
after last becoming a member. Any member whose average salary is less than
$75 per month shelt is not be entitled to disability benefits.

Sec. 19. Minnesota Statutes 1988, section 354.48, subdivision 2, is amended
to read:

Subd. 2. APPLICATIONS. Any person described in subdivision 1, or
another person authorized to act on behalf of the person; may make application
for a total and permanent disability benefit only within the 18 mesths month
period following the termination of teaching service but net thereafter. This
benefit shall begin to acerue accrues from the day following the commencement
of disability or the day following the date en last day for which salary eeases is
paid, whichever is later, but shall may not begin to accrue more than 90 days
prior to before the date the application is filed with the board. If salary is being
received for either annual or sick leave during the period, payments sheft accrue
from the date day following the last day for which this salary eeases is paid.

Sec. 20. Minnesota Statutes 1988, section 354.65, is amended to read:
354.65 ADMINISTRATIVE EXPENSES.

Necessary and reasonable administrative expenses incurred by the teachers
retirement association shelt must be prorated and allocated to the teachers
retirement fund, and the organization’s participation in both the Minnesota
variable annuity investment fund; the Minnesots pestretirement investment fund
and the Minnesota supplemental investment retirement fund in accordance with
policies and procedures established by the board of trustees of the teachers
retirement association.

Sec. 21. [354A.095] MATERNITY LEAVE.

A basic or coordinated member of the St. Paul teachers’ retirement fund
association and old or new coordinated members of the Duluth teachers’ retire-
ment fund association, who are granted parental or maternity leave of absence
by the empioying authority, are entitled to obtain service credit not to exceed
one vear for the period of leave upon payment to the applicable fund by the end
of the fiscal year in which the leave of absence terminated. The amount of the
payment must include the total required employee and employer contributions

for the period of leave prescribed in section 354A.12. Payment must be based
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on the member’s average monthly salary upon return to teaching service, and is
payable without interest. Payment must be accompanied by a certified or
otherwise adequate copy of the resolution or action of the employing authority
granting or approving the leave.

Sec. 22. Minnesota Statutes 1988, section 354A.31, subdivision 3, is amended
to read:

Subd. 3. RESUMPTION OF TEACHING AFTER COMMENCEMENT
OF A RETIREMENT ANNUITY. Any person who retired and is receiving a
coordinated program retirement annuity under the provisions of sections 354A.31
to 354A.41 and who has resumed teaching service for the school district in
which the teachers retirement fund association cxists shell be is entitled to
continue to receive retirement annuity payments except that for any persen
under the age of 72 years during any gquarter in which the person’s compensation
for the teaching serviee is in an amount equal to or grenter than the quarterly
program as set by the seerctary of health and human serviees pursuant to the
%ybeﬂeﬁis-%hemaaﬂm&meammgsfef%hepefseﬂsheﬂbeeqea}%e%heqmﬁeﬂy
meaximbm earnings allowable for the minimum age for the reeeipt of soeial
seeurity benefits: The amount in exeess of the applicable reemployment income
annuity payment payable for the quarter immediately following the guerter in
whiek the exeess amount was earned: Any person to whom this subdivisien
applies whe has reached the age of at least 72 years shall be entitled to continue
to reeeive retirement annuity peayments in full that annuity payments must be
reduced during the calendar year immediately following the calendar year in
which the person’s income from the teaching service is in an amount greater
than the annual maximum earnings allowable for that age for the continued
receipt of full benefit amounts monthly under the federal old age, survivors and
disability ihsurance program as set by the secretary of health and human serv-
ices under the provisions of United States Code; title 42, section 403, The
amount of the reductlon must be one-half the amount 1n excess of the applicable

from the annuity payable for th for _t@ calendar year immediately following the calen-
dar year in which the excess amount was earned. If the person has not yet
reached the minimum age for the receipt of social security benefits, the maxi-
mum earnings for the pérson must be equal to the annual maximum earnings
allowable for the minimum age for the receipt of social security benefits.

If the person js retired for only a fractional part of the calendar year during
the initial year of retirement, the maximum reemployment income specified in
this subdivision must be prorated for that calendar year.

After a person has reached the age of 70, no reemployment income maxi-
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mum is applicable regardless of the amount of any compensation received for
teaching service for the school district in which the teachers retirement fund
association exists.

Sec. 23. Minnesota Statutes 1988, section 356.30, subdivision 2, is amended
to read: '

Subd. 2. REPAYMENT OF REFUNDS. Any A person who is employed
has service credit in & pesition eovered by one of the funds enumerated in
subdivision 3 and who is employed or was formerly employed in a position
covered by one of these funds but also has received a refund from any other of
sueh these funds, may repay sueh the refund to the respective fund under sueh
terms and conditions as that are consistent with the laws governing sueh the
other fund, except that the person need not be a currently contributing member
of the fund to which the refund is repaid at the time the repayment is made.

Unless otherwise provided by statute, the repayment of a refund under this
subdivision may only be made within six months following termination of employ-
ment from a position covered by one of the funds enumerated in subdivision 3
or before the date of retirement from the fund to which the refund is repaid,

whichever is earlier.

Sec. 24. Minnesota Statutes 1988, section 356.371, subdivision 3, is amended
to read:

Subd. 3. REQUIREMENT OF NOTICE TO MEMBER’S SPOUSE. If a
public pension fund provides optional retirement annuity forms which include a

_joint and survivor optional retirement annuity form potentially applicable to the
surviving spouse of a member, the chief administrative officer of the public
pension fund shall send a copy of the written statement required by subdivision
2 to the spouse of the member prier to before the member’s election of an
optional retirement annuity.

Following the election of an optional retirement annuity form by the mem-
ber, a copy of the completed retirement annuity application shall and retirement
annuity beneficiary form must be sent by eertified mail by the public pension
fund to the spouse of the retiring member. A signed acknowledgment must be
required from the spouse confirming receipt of a copy of the completed retire-
ment annuity application and retirement annuity beneficiary form. If the required
signed acknowledgment is not received from the spouse within 30 days, the
public pension fund must send another copy of the completed retirement annui-

ty application and retirement annuity beneficiary form to the spouse by certified
mail.

Sec. 25. Minnesota Statutes 1988, section 356.80, subdivision 1, is amended
to read:

Subdivision 1. INFORMATION FOR A PENDING MARRIAGE DISSO-

LUTION. (a) Upon written request by a person with access to the data under
subdivision 3 who cites this statute, a public or private pension plan administra-
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tor must provide the court and the parties to a marriage dissolution action
involving a plan member or former plan member with information regarding
pension benefits or rights of the plan member or former plan member. The
pension plan shall provide this information upon request of the court or a party
to the action without requiring a signed authorization from the plan member or
former plan member.

(b) The information must include the pension benefits or rights of the plan
member or former plan member as of the first day of the month following the

as of the date of valuation of marital assets under section 518.58, if the person
requesting the information specifies that date. The information must include
the accrued service credit of the person, the credited salary of the person for the
most current five-year period, a summary of the benefit plan, and any other
information relevant to the calculation of the present value of the benefits or

rights.

Sec. 26. Minnesota Statutes 1988, section 356.80, subdivision 3, is amended
to read:

Subd, 3. ACCESS TO DATA. Notwithstanding any provision of chapter
13 to the contrary, an administrator may release private or confidential data on
individuals to the court, the parties to a marriage dissolution, their attorneys,
and an actuary appointed under section 518.582, to the extent necessary to
comply with this section, but only if the administrator has received a copy of the
legal petition showing that an action for marriage dissolution has commenced
and a copy of the affidavit of service showing that the petition has been served.

on the responding party to the action.
Sec. 27. [356.81] REPAYMENT OF REFUNDS.

Repayment of a refund and jnterest on that refund permitted under laws
governing any public pension plan in Minnesota may be made with funds dis-
tributed from a plan qualified under the federal Internal Revenue Code of 1986,
as amended through December 31, 1988, section 401(a) or an annuity qualified
under the federal Internal Revenue Code of 1986, section 403(a). Repayment
may also be made with funds distributed from an individual retirement account
used solely to receive a pontaxable rollover from that type of a plan or annuity.
The repaid refund must be separately accounted for as member contributions
not previously taxed. Before accepting any transfers to which this subdivision
applies, the executive director must require the member to provide written
documentation to demonstrate that the amounts to be transferred are ¢ligible for
a tax-free rollover and gqualify for that treatment under the federal Internal
Revenue Code of 1986.

Sec. 28. REPEALER.

Minnesota Statutes 1988, sections 136.88, subdivision 3; 354.41, subdivi-
sion 3; 354.531; 354.532; 354.55, subdivision 5; and 354.56, are repealed.
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Sec. 29. EFFECTIVE DATE.

Sections 2 to 1_3 and 15 to _2_& are effective the d _y following final enact-
ment. Section 1 is effective July 1, 1989. Section 14 is effective January 1, ary 1,
1989.

ARTICLE 3
PERA

Section 1. Minnesota Statutes 1988, section 353.01, subdivision 2a, is
amended to read:

Subd, 2a. INCLUDED EMPLOYEES, The following persons are included
in the meaning of “public employee”:

(1) elected or appointed officers and employees of elected officers;
(2) district court reporters;
(3) officers and employees of the public employees retirement association;
(4) employees of the league of Minnesota cities;

(5) employees of the association of metropolitan municipalities;

(6) officers and employees of public hospitals owned or operated by, or an
integral part of, a governmental subdivision or governmental subdivisions;

¢6) (7) employees of a school district who receive separate salaries for
driving their own buses;

) (8) employees of the association of Minnesota counties;
€8) (9) employees of the metropolitan intercounty association;
9) (10) employees of the Minnesota municipal utilities association; |

40 (41 mgloyee s of the anesota association of townshms when the

emplozee are to be mcluded for purposes of retirement coverage, in which case
coverage of all “employees of the association is permanent;

(12) employees of the metropolitan airports commission if employment
initially commenced after June 30, 1979;

- (13) employees of the Minneapolis employees retirement fund; if employ—
ment injtially commenced after June 30, 1979;
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@2) (14) employees of the range association of municipalities and schools;
€3 (15) employees of the soil and water conservation districts;

&4y (16) employees of a county historical society who are county employ-
ees;

€5 (17) employees of a county historical society located in the county
whom the county, at its option, certifies to the executive director to be county
employees for purposes of retirement coverage under this chapter, which status
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 is not excluded under subdivision 2b;

(6) (18) employees of an economic development authority created under
"sections 458C.01 to 458C.23;

&9 (19) employees of the department of military affalrs of the state of
Minnesota who are full-time firefighters; and

@) mployee who became members before July 1, 1988, based on the

Sec. 2. Minnesota Statutes 1988, section 353.01, subdivision 2b, is amended
to read:

Subd. 2b. EXCLUDED EMPLOYEES. (&) The following persons are excluded
from the meaning of “public employee”:

(1) persons who are employed for professional services where the service is
incidental to regular professional duties, determined on the basis that compensa-
tion for the service amounts to no more than 25 percent of the person’s total
annual gross earnings for all professional duties;

(2) election officers;
(3) independent contractors and their employees;

(4) patient and inmate help personnel who perform services in governmen-
tal subdivisien charitable, penal, and or correctional institutions of a govern-

mental subdivision;

(5) members of boards, commissions, bands, and others who serve the a
governmental subdivision intermittently;

(6) employees whose employment is not expected to continue for a period
longer than six consecutive months;, unless it involves employment for a proba-
tionary period that is part of a permanent position. Immediately following the
expiration of a six-month period of employment, if the employee continues in
public service &1 carns more than $425 from one govemmental subdivision in
any one calendar month, the department head shall report the employee m
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membership and require employee deductions be made on behalf of the employ-

and part-time positions in one governmental subdivision must be determined by
.the salary of each position. Membership eligibility of an employee who holds
nontemporary positions in one governmental subdivision must be determined
by the total salary of all positions;

(7) part-time employees who receive monthly compensation from & one
governmental subdivision not exceeding $425, and part-time employees and
elected officials whose annual compensation from & one governmental subdivi-
sion is stipulated in advance, in writing, to be not more than $5,100 per calen-
dar year or per school year for school employees for employment expected to be
of a full year’s duration or more than the prorated portion of $5,100 per employ-
ment period for employment expected to be of less than a full year’s duration,
except that members continue their membership until termination of public
service;, Membership eligibility of an employee who holds concurrent part-time
positions under this clause must be determined by the total salary of all such
positions in one governmental subdivision. If compensation from one govern-
mental subdivision to an employee under this paragraph exceeds $5,100 per
calendar year or school year after being stipulated in advance not to exceed that
amount, the stipulation is no longer valid and contributions must be made on
behalf of the employee in accordance with section 353.27, subdivision 12, from
the month in which the employee’s earnings first exceeded $425:

(8) persons who first occupy an elected office after July 1, 1988, the compen-
sation for which does not exceed $425 per month;

(9) emergency employees who are employed by reason of work caused by
fire, flood, storm, or similar disaster;

(10) employees who by virtue of their employment as an offieer ot employee
of & in one governmental subdivision are required by law to be a member of and
to contribute to any of the plans or funds administered by the state employees
eorreetional officers retirement plan; or any police or firefighters relief assoeia-
eespeﬁee&ndﬁfeﬁnd&néfefwhiehtheemp}eyeehasﬂe%elee%edeevemgeby
the publie employees poliee and fire fund benefit plan as provided in seetions
mw%&eﬁhef%haﬂasaﬁee%ef%he}egiﬁa{ﬂfehasspeeiﬁeaﬂy
enabled participation by employees of a designated governmental subdivision in
. & plan supplemental to the publie employees retirement association: Minnesota
state retirement system, the teachers retirement association, the Duluth teachers
retirement fund association, the Minneapolis teachers retirement association,
the St. Paul teachers retirement fund association, the Minneapolis employees
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retirement fund, or any policc or ﬁr'eﬁghters relief association govern rned by sec-

fund, or _y police or firefighters relief association that has consolidated ed with

the public emplovyees retirement association but whose members have not elected

coverage by the public employees police and ﬁre fund as provided in sections
353A.01 to 353A.10. This clause must not p_g e construed to prevent a person
from being a member of and contributing to the public employees retirement
association and also belonging to and contributing to another public pension
fund for other service occurring during the same period of time. A person who
meets the definition of “public employee” in subdivision 2 by virtue of other
service occurring during the same period of time shall become a member of the
association unless contributions are made to another pubhc retirement fund on
the salary based on the other service or to the teachers retirement association hz

a a teacher as defined in section 354. 05 subdivision 2;

(11) police matrons who are employed in a police department of a city who
. are transferred to the jurisdiction of a joint city and county detention and
corrections authority;

(12) persons who are excluded from coverage under the federal old age,
survivors, disability, and health insurance program for the performance of serv-
ice as specified in United States Code, title 42, section 410(a) (8) (A), as amended
through January 1, 1987;

(13) full-time students who are enrolled and are regularly attending classes
at an accredited school, college, or university and who are not employed full
time by a governmental subdivision;

(14) resident physicians, medical interns, and pharmacist residents and interns
who are serving in a degree or residency program in public hospitals and stu-
dents who are serving in an internship or residency program sponsored by an

accredited educational institution;

(15) appointed or elected officers; who are paid entirely on a fee basis; and
who were not members on June 30, 1971;

(16) persons helding who hold a part-time adult supplementary technical
institute license who render part-time teaching service in a technical institute #f
teaching serviee will not exeeed 300 hours in o fiseal year; and the part-time
teaching service actually does not execeed 300 hours in a fiseal year; and;

(17) persons exempt from licensure under section 125.031;

(18) except as provided in section 353.86, volunteer ambulance service
personnel, as defined in subdivision 35, but persons who serve as volunteer
ambulance service personnel may still qualify as public employees under subdi-

vision 2 and may be members of the public employees retirement association
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and participants in the public employees retirement fund or the public employ-
ees police and fire fund on the basis of compensation received from public

employment service other than service as volunteer ambulance service person-
nel; and

(19) except as provided in section 353.87, volunteer firefighters, as defined
in subdivision 36, engaging in activities undertaken as part of volunteer firefighter
duties; provided that a person who is a volunteer firefighter may still qualify as
a public employee under subdivision 2 and may be a member of the public
employees retirement association and a participant in the public employees
retirement fund or the public employees police and fire fund on the basis of
compensation received from public employment activities other than those as a
volunteer firefighter.

b) Immediately following the expiration of & six-menth period of employ-
ment by an employee eovered by paragraph (8); elause (6); if the employee
eontinues in publie serviee and earns more than $425 from a governmental
subdivision in any one ealendar month; the department head shell report the
employee for membership and enuse employee contributions to be made en
behalf of the employee in aceordance with seetion 353.27; subdivision 4; and the
emﬁeyee*em&insamemberuﬁﬂterm%n&ﬁe&efp&bﬁesewiee:%p&mgmph
may not be eonstrued to execlude an employee from membership whese employ-
ment is expeeoted to eontinue for mere then six months but who is serving @

(e)lfeempensaﬁenffemagevemmeﬂm}subdiﬂsienteaﬂemp}eyeeeev-
ered by paragraph (a); elause (7); exceeds $5;100 per ealendar yoar of schoot year
after being stipulated in advanee; the stipulation is no longer valid and contribu-
tions must be made on behalf of the employee in neceordance with seetion
%m&ﬁmfh&meﬁ%hmwhwh%heemp}eyeeﬁﬂ%mded

@Pﬁ&g&ph@%el&ase(—k@);dees*&e&pfﬂea%amﬁ@mbeiﬂga
member of and eontributing to the publie employees retirement association and
alse belonging to or contributing to enother public pension fund for other serv-
weeee&&mgdu&ng%hesamepeaedefﬂme—:&persenwhemee%sthedeﬁmﬁeﬂ
during the same period of time shall become a member of the asseciation unless
mmm%m%m%m%mm%
the other serviee or to the teachers retiroment assoeiation in secordance with

Sec. 3. Minnesota Statutes 1988, section 353.01, subdivision 10, is amended
to read:

Subd. 10. SALARY. “Salary” means the periodical compensation of a
public employee, before deductions for deferred compensation, supplemental
retirement plans, or other voluntary salary reduction programs, and also means
“wages” and includes net income from fees. Fees paid to district court reporters
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are not considered a salary. Lump sum annual or lump sum sick leave pay-
ments, severance payments, and all payments in lieu of any employer-paid group
insurance coverage, including the difference between single and family rates that
may be paid to a member with single coverage, are not deemed to be salary.
Before the time that all sick leave has been used, amounts paid to an employee
under a disability insurance policy or program where the employer paid the
premiums are considered salary, and, after all sick leave has been used, the
payment is not considered salary. Workers’ compensation payments are not
considered salary. Except as provided in sections 353.86 or 353.87, compensa-
tion of any kind paid to volunteer ambulance service personnel or volunteer
firefighters, as defined in subdivisions 35 and 36, is not considered salary. Fora
public employee who has prior service covered by a local police or firefighters
relief association that has consolidated with the public employees police and fire
fund and who has elected coverage by the public employees police and fire fund
benefit plan as provided in section 353A.08 following the consolidation, “salary”
means the rate of salary upon which member contributions to the special fund of
the relief association were made prior to the effective date of the consolidation
as specified by law and by bylaw provisions governing the relief association on
the date of the initiation of the consolidation procedure and the actual periodi-
cal compensation of the public employee after the effective date of the consoli-

dation.

Sec. 4. Minnesota Statutes 1988, section 353.01, is amended by adding a
subdivision to read:

Subd. 11a. TERMINATION OF PUBLIC SERVICE. An officer or employ-
ee who terminates employment but within 30 days returns to employment in the
same governmental subdivision or begins employment in another position other-
wise excluded from membership is considered a member from the beginning of
the reemployment unless the total period covered by all periods of employment
is less than six months or the amount earned does not exceed the dollar limita-

tions in subdivision 2b, clause (7).

Sec. 5. Minnesota Statutes 1988, section 353.01, is amended by adding a
subdivision to read:

Subd. 35. VOLUNTEER AMBULANCE SERVICE PERSONNEL. “Vol-
unteer ambulance service personnel,” for purposes of this chapter, are basic and
advanced life support emergency medical service personnel employed by or
providing services for any public ambulance service or privately goperated ambu-
lance service that receives an operating subsidy from a governmental entity.

Sec. 6. Minnesota Statutes 1988, section 353.01, is amended by adding a
subdivision to read:

Subd. 36, VOLUNTEER FIREFIGHTER. For purposes of this chapter, a

person is considered a “volunteer firefishter” for all service for which the person
receives credit in an association or fund operating under chapter 424A.
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Sec. 7. Minnesota Statutes 1988, section 353.27, subdivision 12, is amended
to read:

Subd. 12. OMITTED SALARY DEDUCTIONS; OBLIGATIONS. In the
case of omission of required deductions from salary of an employee, past due for
60 days or less; the head of the department shall deduet from the employees
pext salary payment and remit to the exeeutive direetor the amount of the
employee eontribution delinqueney; with the department head shall immediate-
ly, upon discovery, report the employee for membership and require employee
deductions be made in accordance with subd1v1s1on 4. Omitted employee deduc-
tions due for the 60- dax period precedmg enrollment must be deducted from the

mgloyee s next § alag payment and remitted to the association, The employer
shall pay any remaining omitted e mploye e deductions past due and any omitted

mploye contributions, plus cumulative interest at the rate of six percent a year,
compounded annually, from the date or dates each delinquent omitted employee
contribution was first payable. TFhe interest must be paid by the employes:
Omitted required deduetions past due for a peried in exeess of 60 days are the
sole obligation of the gevernmental subdivision from the time the deduections
were first payable; together with interest es speeified in this subdivisien: Any
amount se due; tegether with employer and additional employer contributions
et the rates and in the amounts speeified in subdivisions 3 and 3a; with interest
at%hefa%eefsi*pefeen%eempeuﬂdedaﬂnuaﬂyffomtheda{e%heywefeﬁfst
payable; from the employer must be paid from the proceeds of a tax levy made
under section 353.28 or from other funds available to the employer. Haless
otherwise indieated; An emplover shall not hold an emplovee liable for omitted
employee deductions du due for more  than the the 60-d day period preceding enrollment
nor attempt to recover er from the employee those employee deductions paid by
the employer, Neither an employer nor an employee is responsible to pay
omltted employee ¢ deductions when an emnloyee terminates Qubh service before
makmg payment of omitted employee deductions to the association, but the

employer remains llable to pay omitted employer contributions plus interest at
the rate of six percent ompounde annually from the date the contributions
were ﬁrst payable This subdivision has both retroactive and prospective appli-
cation, n, and the governmental subdivision is liable retroactively and prospective-
ly for all amounts due under it. Ne action for the recovery of omitted employee
and employer eontributions of interest on contributions may be commenced and
ﬂepaymen%efem&tedeeﬂ%ﬂbuﬁeﬂsmaybemadeefaeeepteduﬂlessfhe
asseeintion has already eommenced action for reeovery of emitied contribu-
tiens; The association may not commence action for the recovery of omitted
employee deductions and employer contributions after the expiration of three
calendar years after the calendar year in which the contributions and deductions
were omitted. No payment may be made or accepted unless the association has
already commenced action for recovery of omitted deductions. An action for
the recovery of emitted eontributions er interest commences five ealendar days
after on the date of the mailing of any written correspondence from the associa-
tion requesting information from the governmental unit that ma MY y lead to &
reeovery of omitted eentributions subdivision upon which to determine whether
or not omitted deductions occurred.
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Sec. 8. Minnesota Statutes 1988, section 353.28, subdivision 5, is amended
to read:

Subd. 5. Any amount which becomes due and payable pursuant to this

" section or section 353.27, subdivision 4, shall bear compound interest at the rate
of six percent per year from the date due for the next five calendar days, and
compound interest at the rate of ten percent per year for amounts past due in
excess of five calendar days until the date payment is actually received in the
office of the association, with a minimum charge of $10. Interest for past due
payments of excess police state aid under section 69.031, subdivision 5, must be

charged at a rate of six percent compounded annually.

Sec. 9. Minnesota Statutes 1988, section 353.28, subdivision 6, is amended
to read:

Subd. 6. If the governmental subdivision fails to pay amounts due under
this chapter or fails to make payments of excess police state aid to the public
employees police and fire fund under section 69.031, subdivision 5, the execu-
tive director shall certify those amounts to the governmental subdivision for
payment. If the governmental subdivision fails to remit the sum so due in a
timely fashion, the executive director shall certify amounts to the county auditor
for collection. The county auditor shall collect such amounts out of the revenue
of the governmental subdivision, or shall add them to the levy of the govern-
mental subdivision and make payment directly to the association. This tax shall
be levied, collected and apportioned in the manner other taxes are levied, col-

lected and apportioned.

Sec. 10. Minnesota Statutes 1988, section 353.29, subdivision 4, is amended
to read:

Subd. 4. APPLICATION FOR ANNUITY. Application for a retirement
annuity may be made by a member or by a person authorized to act on behalf of
the member. Every application for retirement shall be made in writing on a
form prescribed by the executive director and shall be substantiated in writing
by written proof of the member’s age of the member and identity. No applica-
tion for a retirement annuity may be considered complete until all necessary
supporting documents are received by the executive director.

Sec. 11. Minnesota Statutes 1988, section 353.29, subdivision: 7, is amended
to read:

Subd. 7. ANNUITIES; ACCRUAL. Except as to elected public officials, all
retirement annuities granted under the provisions of this chapter shall com-
mence with the first day of the first calendar month next succeeding the date of
termination of public service and shall be paid in equal monthly installments,
but no payment shall accrue beyond the end of the month, in which entitlement
to such annuity has terminated, If the annuitant dies prior to negotiating the
check for the month in which death occurs, payment will be made to the
surviving spouse or if none to the designated beneficiary or if none to the estate.
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Any annuity granted to an elective public official shall accrue on the day follow-
ing expiration of the public office held or right thereto, and the annuity for that
month shall be prorated accordingly. No annuity, once granted, shail be increased,
decreased, or revoked except as provided in this chapter. No annuity payment
shall be made retroactive for more than three months prior to that month in
which application therefor shall be filed with the asseciation a complete applica-
tion is received by the executive director as provided in subdivision 4.

Sec. 12. Minnesota Statutes 1988, section 353.33, subdivision 1, is amended
to read:

Subdivision 1. AGE, SERVICE, AND SALARY REQUIREMENTS. Any
member who becomes totally and permanently disabled before age 65 and after
five years of allowable service shall be entitled to a disability benefit in an
amount provided in subdivision 3. If suek the disabled person’s public service
has terminated at any time, at least three of the required five years of allowable
service must have been rendered after last becoming a member. Any member
whose average salary is less than $75 per month shall not be entitled to a
disability benefit. Ne repayment of & refund otherwise authorized pursuant to
seetion 353:34 and A repayment of a refund may be made before the effective
date of disability benefits under subdivision 2. No purchase of prior service or
payment made in lieu of salary deductions otherwise authorized pursuant to
section 353.01, subdivision 16, 353.017, subdivision 4, or 353.36, subdivision 2,
may be made after the occurrence of the disability for which an application
pursuant to this section is filed.

Sec. 13. Minnesota Statutes 1988, section 353.33, subdivision 2, is amended
to read:

Subd. 2. APPLICATIONS; ACCRUAL OF BENEFITS, Every claim or
demand for a total and permanent disability benefit shall must be initiated by
written application in the manner and form prescribed by the executive director;
filed in the office of the retirement asseeiation; showing compliance with the
statutory conditions qualifying the applicant for a total and permanent disability
benefit and filed with the executive director. A member or former member who
became totally and permanently disabled during a period of membership may
file application for total and permanent disability benefits within three years
next following termination of public service, but not thereafter. This benefit
shall begin to accrue the day following the commencement of disability, 90 days
preceding the filing of the application, or, if annual or sick leave is paid for more
than the said 90 day period, from the date salary ceased whichever is later. No
payment shall accrue beyond the end of the month in which entitlement has
terminated. If the disabilitant dies prior to negotiating the check for the month |
in which death occurs, payment will be made to the surviving spouse, or if none,
to the designated beneficiary, or if none, to the estate. An applicant for total
and permapent disability benefits may file a retirement annuity application
under section 353.29, subdivision 4, simultaneously with an application for total
and permanent disability benefits. The retirement annuity application is void
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. upon the determination of the entitlement for disability benefits by the executive
director. If disability benefits are denied, the retirement annuity application

must be initiated and processed.

Sec. 14. Minnesota Statutes 1988, section 353.33, subdivision 5, is amended
to read:

Subd. 5. BENEFITS PAID UNDER WORKERS’ COMPENSATION LAW.
Disability benefits paid shall be reimbursed and future benefits shall be redueed
by coordinated with any amounts received or receivable; ineluding under work-
ers’ compensation Jaw, such as temporary total, permanent total, temporary
partlal of, permanent pamal Or economic recovery compensation benefits, in
either periodic or lump sum payments from the employer under applicable
workers’ compensation laws, after deduction of amount of attorney fees, autho-
rized under applicable workers’ compensation laws, paid by a disabilitant. If the
total of the single life annuity actuarial equivalent disability benefit and the
workers’ compensation benefit exceeds: (1) the salary the disabled member
received as of the date of the disability or (2) the salary currently payable for the
same employment position or an employment position substantially similar to
the one the person held as of the date of the disability, whichever is greaters, the
disability benefit must be reduced to that amount which, when added to the
workers’ compensation benefits, does not exceed the greater of the salaries described

in clauses (1) and (2).

Sec. 15. Minnesota Statutes 1988, section 353.33, subdivision 6, is amended
to read:

Subd. 6. CONTINUING ELIGIBILITY FOR BENEFITS. The eligibility
for continuation of disability benefits shall be determined by the association,
which has authority to require periodic examinations and evaluations of dis-
abled members as frequently as deemed necessary. Disability benefits are con-

tingent upon a disabled person’s participation in in a vocational rehabilitation
program if the executive director determines that the disabled person may be
able to return to a gainful occupation. If a member is found to be no longer
totally [y and permanently disabled and is reinstated to the payroll, payments shall

be made for no more than 60 days.

Sec. 16. Minnesota Statutes 1988, section 353.33, subdivision 7, is amended
to read:

Subd. 7. PARTIAL REEMPLOYMENT. If, following a work or nonwork-
related inju ry or illness, a disabled person resumes a galnful occupation from
which earnings are less than the salary at the date of disability or the salary
currently paid for similar positions, the board shall continue the disability benefit
in an amount that, when added to the earnings and workers’ compensation
benefit, does not exceed the salary at the date of disability or the salary currently
paid paid for similar positions, whichever is higher, provided the disability benefit
does not exceed the disability benefit originally allowed, plus any postretirement
adjustments payable after December 31, 1988, in accordance with section 11A.18,
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subdivision 10. No deductions for the retirement fund may be taken from the
salary of a disabled person who is receiving a disability benefit as provided in
this subdivision.

Sec. 17. Minnesota Statutes 1988, section 353.34, subdivision 1, is amended
to read:

Subdivision 1. REFUND OR DEFERRED ANNUITY. Any member who
ceases to be a public employee by reason of termination of public service, or
who is on a continuous layoff for more than 120 calendar days, shall be entitled
to a refund of accumulated deductions as provided in subdivision 2, or to a
deferred annuity as provided in subdivision 3. An active member of a fund
enumerated in section 356.30, subdivision 3, clause (7), (8), or (14), who termi-
nates public service in any of those funds and becomes a member of another
fund enumerated in those clauses may receive a refund of employee contribu-
tions plus five percent interest compounded annually from the fund in which the
member terminated service. Application for a refund may not be made prior to
date of termination of public service, or the expiration of 120 days of layoff, and
a refund shall be paid within 120 days following receipt of application, provided
applicant has not again become a public employee required to be covered by the
association.

Sec. 18. Minnesota Statutes 1988, section 353.35, is amended to read:

353.35 CONSEQUENCES OF REFUND; REPAYMENT, RIGHTS
RESTORED.

When any former member accepts a refund, all existing service credits and
all rights and benefits to which the person was entitled prior to the acceptance of
sueh the refund shall terminate and shall not again be restored until the person
acquires not less than 18 months allowable service credit subsequent to after
taking the last refund and repays all refunds taken and interest received under
section 353.34, subdivisions 1 and 2, plus interest at six percent per annum
compounded annually. If more than one refund has been taken, all refunds
must be repeid by the person may repay all refunds or only the refund for the
fund in which the person had most recently been a member, with interest at six
percent per annum compounded annually. All refunds must be repaid within
three months of the last date of termination of public service.

Sec. 19. Minnesota Statutes 1988, section 353.64, subdivision 1, is amended
to read:

Subdivision 1. POLICE AND FIRE FUND MEMBERSHIP. Any person
who prior to July 1, 1961, was a member of the police and fire fund, by virtue of
being a police officer or firefighter, shall as long as the person remains in either
position, be deemed to continue membership in the fund. Any person who was
employed by a governmental subdivision as a police officer and was a member
of the police and fire fund on July 1, 1978, by virtue of being a police officer as
defined by this section on that date shall be entitled, if employed by the same
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governmental subdivision in a position in the same department in which the
person was employed on that date, to continue membership in the fund whether
or not that person has the power of arrest by warrant after that date. Any
person who was employed by a governmental subdivision as a police officer or a
firefighter, whichever applies, was an active member of the local police or sala-
ried firefighters relief association located in that governmental subdivision by
virtue of that employment as of the effective date of the consolidation as autho-
rized by sections 353A.01 to 353A.10, and has elected coverage by the public
employees police and fire fund benefit plan, shall be considered to be a member
of the police and fire fund after that date if employed by the same governmental
subdivision in a position in the same department in which the person was
employed on that date. Any other employee serving on a full-time basis as a
police officer or firefighter on or after July 1, 1961, shall become a member of
the public employees police and fire fund. Any employee serving on less than a
full-time basis as a police officer shall become a member of the public employees
police and fire fund only after a resolution stating that the employee should be
covered by the police and fire fund is adopted by the governing body of the
governmental subdivision employing the person declaring that the position which
the person holds is that of a police officer. Any employee serving on less than a
full-time basis as a firefighter; ether than & volunteer firefighter; shall become a
member of the public employees police and fire fund only after a resolution
stating that the employee should be covered by the police and fire fund is
adopted by the governing body of the governmental subdivision employing the
person declaring that the position which the person holds is that of a firefighter.
Any police officer or firefighter; other than & yelunteer firefighter; employed by a
governmental subdivision who by virtue of that employment is required by law
to be a member of and to contribute to any police or firefighter relief association
governed by section 69.77 which has not consolidated with the public employees
police and fire fund and any police officer or firefighter of a relief association
that has consolidated with the association for which the employee has not
elected coverage by the public employees police and fire fund benefit plan as
provided in sections 353A.01 to 353A.10 ether than & velunteer

relief asseeciation to which seetions 6977 to 69776 apply shall not be a mem-
ber of this fund.

Sec. 20. Minnesota Statutes 1988, section 353.64, subdivision 2, is amended
to read:

Subd. 2. Before a governing body may declare a position to be that of a
police officer, the duties of the person so employed shell must, as a minimum,
include serviees employment as an officer of a designated police department or
sherifP’s office or person in charge of a designated police department or sheriff’s
office whose primary job it is to enforce the law, who is licensed by the Minneso-
ta board of peace officer standards and training under sections 626.84 to 626.855,
who is engaged in the hazards of protecting the safety and property of others,
and who has the power to arrest by warrant. A police officer who is periodically
assigned to employment duties not within the scope of this subdivision may
contribute to the public employees police and fire fund for all service, if a
resolution declaring that the primary position held by the person is that of a
police officer, is adopted by the governing body of the department, and is
promptly submitted to the executive director.
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Sec. 21. Minnesota Statutes 1988, section 353.64, subdivision 3, is amended
to read:

Subd. 3. Before a governing body may declare a position to be that of a
firefighter, the duties of the person so employed shelt must, as a minimum,
include services as an employee of a designated fire company or person in charge
of a designated fire company or companies who is engaged in the hazards of fire
fighting. A firefighter who is periodically assigned to employment duties outside
the scope of firefighting may contribute to the public employees police and fire
fund for all service, if a resotution declaring that the primary position held by
the person is that of a firefighter, is adopted by the governing body of the
company or companies, and is promptly submitted to the executive director.

Sec. 22. Minnesota Statutes 1988, section 353.656, subdivision 4, is amended
to read:

Subd. 4. No member shall receive any disability benefit payment when
there remains to the member’s credit unused annual leave or sick leave or under
any other circumstances; when, during the period of disability, there has been no
impairment of salary and, Should sueh the member resume a gainful occupation
with earnings less than the salary earned at the date of disability or the salary
currently paid for similar positions, the association shall continue the disability
benefit in an amount which when added to suek workers’ compensation benefits
and actual earnings does not exceed the salary earned at the date of disability or
the salary currently paid for similar positions, whichever is highers provided. In
no event may the disability benefit in sueh ease does net exceed the disability
benefit originally allowed. In the event that the total amount is higher, the

executive director shall reduce the disability benefit by the amount of the excess.

Sec. 23. [353.86] VOLUNTEER AMBULANCE SERVICE PERSONNEL;
PARTICIPATION; ELECTION; LIMITATION; AND COMPENSATION.

Subdivision 1. PARTICIPATION. Volunteer ambulance service personnel,
as defined in section 353.01, subdivision 35, who are or become members of and
participants in the public employees retirement fund or the public employees
police and fire fund and make contributions to either of those funds based on
compensation for service other than volunteer ambulance service may elect to
participate in that same fund with respect to compensation received for volun-
teer ambulance service, provided that the volunteer ambulance service is not
credited to another public or private pension plan including the public employ-
ees retirement plan established by chapter 353D and provided further that the
volunteer ambulance service is rendered for the same governmental unit for
which the nonvolunteer ambulance service is rendered.

Subd. 2. ELECTION. Volunteer ambulance service personnel to whom
subdivision 1 applies may exercise the election authorized under subdivision 1
within the earlier of the one-year period beginning on July 1, 1989, and extend-
ing through June 30, 1990, or the one-year period commencing on the first day
- of the first month following the start of employment in a position covered by the
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public employees retirement fund or the public employees police and fire fund.
The election must be exercised by filing a written notice on a form prescribed by
the executive director of the association.

Subd. 3. LIMITATION. Volunteer ambulance service personnel to whom
subdivision 1 applies who exercise their option in accordance with subdivision 2

and their governmental employers are not required to pay omitted deductions
and contributions under section 353.27, subdivision 12, for volunteer ambu-

lance service rendered before July 1, 1989.

Subd. 4. COMPENSATION. Notwithstanding section 353.01, subdivision
10, compensation received for service rendered by volunteer ambulance service
personnel to whom subdivision 1 applies who exercise their option in accord-
ance with subdivision 2 shall be considered salary.

Sec. 24. [353.87] VOLUNTEER FIREFIGHTERS; PARTICIPATION; LIM-
ITATION; AND REFUND.

Subdivision 1. PARTICIPATION. Except as provided in subdivision 2, a
volunteer firefighter, as defined in section 353.01, subdivision 36, who, on June
30, 1989, was a member of, and a participant in, the public employees retire-
ment fund or the public employees police and fire fund and was making contri-
butions to either of those funds based, at least in part, on compensation for
services performed as a volunteer firefighter shall continue as a member of, and
a participant in, the public employees retirement fund or the public employees
police and fire fund and compensation for services performed as a volunteer
firefighter shall be considered salary.

Subd. 2. OPTION. A volunteer firefighter to whom subdivision 1 applies
has the option to terminate membership and future participation in the public
employees retirement fund or the public employees police and fire fund upon
filing of a written notice of intention to terminate participation. Notice must be
given on a form prescribed by the executive director of the association and must
be filed in the offices of the association not later than June 30, 1990.

Subd. 3. LIMITATION. No volunteer firefighter to whom subdivision 1
applies or the governmental employer of the volunteer firefighter is required to
make back contributions to the public employees retirement association for

volunteer firefighter services rendered before July 1, 1989, notwithstanding the
provisions of section 353.27, subdivision 12.

Subd. 4. REFUND. Upon timely filing of a valid notice of termination of
participation in accordance with subdivision 2, a volunteer firefighter to whom
subdivision 1 applies must be given a refund of all past employee contributions
made on account of volunteer firefighter service with five percent interest com-

pounded annually.

Subd. 5. FURTHER OPTION. A volunteer firefighter, as defined in section
353.01, subdivision 36, who is or becomes a member of, and a participant in,
the public employees retirement fund or the public employees police and fire

fund and makes contributions to either of those funds based on compensation
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for services other than services as a volunteer firefighter shall have the option of
making contributions to the same fund for service performed as a volunteer
firefighter with compensation received for thoSe volunteer firefighter services
considered salary, provided that the volunteer firefighter is not a participant in,
or covered under, a local volunteer firefighter plan and notwithstanding the fact
that the yolunteer firefighter service is performed for one governmental unit and
the nonvolunteer firefighter service is performed for another governmental unit.

Sec. 25. Laws 1985, chapter 11, section 12, subdivision 3, is amended to
read:

Subdivision 3, ELECTION PROCEDURES. The board shall accept filings
for one elected position on the board in November 1985 and shall conduct an
election for that position in January 1986. The board shall accept filings for two
elected positions on the board in November 1986 and shall conduct an election
for those positions in January 1987. Notwithstanding the four-vear term of
office specified in Minnesota Statutes, section 353.03, subdivision 1, the term of
office for the January 1986 elected position extends through January 1991, so
that all three elected positions are four-year terms which begin and end at the
same time. Thereafter, the board shall follow the election procedures described
in Minnesota Statutes, section 353.03, subdivision 1, as necessary to fill the
positions of elected trustees.

Sec. 26. REPEALER.

Minnesota Statutes 1988, sections 353.01, subdivision 2¢; 353.661; and
353.662, are repealed.

Sec. 27. EFFECTIVE DATE.

(b) The past due excess police state aid interest charge provided for in
section 8 is retroactive to July 1, 1989.

ARTICLE 4
PURCHASE OF PRIOR SERVICE CREDIT

Section 1. PURCHASE OF CREDIT FOR CERTAIN PRIOR SERVICE.

Subdivision 1. HIGHLAND GOLF COURSE EMPLOYEE. A person who
was born on October 1, 1925, who was a member of the public emplovees
retirement association as of December 1, 1988, who is a seasonal employee of
the city of St. Paul at the Highland golf course, and who was employed in that
capacity between June 25, 1979, and July 31, 1984, is entitled to purchase
allowable service credit from the public employees retirement association for
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that period of service if not otherwise credited as allowable service by the public
employees retirement association.

Subd. 2. RAMSEY COUNTY COURT COMMISSIONER. A member of
the public employees retirement association with prior service as an elected
court commissioner in Ramsey county between January 1, 1963, and December
31, 1974, may purchase allowable service credit in the association for that

period of service.

Subd. 3. HENNEPIN COUNTY EMPLOYEE. Notwithstanding the limi-
tations in Minnesota Statutes, section 353.36, subdivision 2, a person whose
employment with Hennepin county began in July 1973, but for whom no salary
deductions were taken out for the public employees retirement association between
October 1973 and July 1976, may purchase credit for the prior public service for
which salary deductions were omitted.

Subd. 4. DAKOTA COUNTY RECORDER. A member of the public employ-
ees retirement association with prior service as an elected county recorder in
Dakota county between January 1, 1983, and December 31, 1987, may purchase
allowable service credit in the assocjation for that period of service.

Subd. 5. BLOOMINGTON CITY EMPLOYEE. A person who was born
on May 11, 1927, whose employment by the city of Bloomington began in
March 1960 and continued during the years 1960 and 1961, and for whom no
salary deductions were taken for the public employees retirement association
may purchase credit for that service from the public employees retirement asso-
ciation.

Subd. 6. PURCHASE OF PRIOR SERVICE CREDIT FOR CERTAIN
MINNEAPOLIS EMPLOYEES. Notwithstanding any law to the contrary, a
person who was born on March 3, 1949, who was employed by the city of
Minneapolis as an urban corps intern in August, 1976, who was employed in the
unclassified service of the city of Minneapolis as an assistant to an alderman
with substantially the same duties as performed during the internship on August
25, 1978, and who is currently emploved in that position and is a member of the
Minneapolis employees retirement fund may purchase credit in that retirement
fund for service during that internship. Eligibility to make the purchase of prior
service credit expires on June 30, 1989.

Subd. 6a. WHITE BEAR TOWNSHIP. A person who is a town board
supervisor of White Bear township and who is or becomes a member of the
public emplovees retirement association on or after the effective date of this act
may purchase credit from the association for all prior service as a town board

SUDETvVisor.

Subd. 7. CITY OF CRYSTAL COUNCIL MEMBER. A person who was
born on April 20, 1928, who was a member of the public employees retirement
association with prior service as an elected official on the city of Crystal’s
planning commission and city council, may purchase credit for the prior service

for which salary deductions were omitted.
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Subd. 8, CITY OF SPRING LAKE PARK COUNCIL MEMBER. A per-
son who was born on April 5, 1934, or April 4, 1932, may purchase credit for
prior service from the public employees retirement association for the period
when the person served on the city council of the city of Spring Lake Park
during which no salary deductions were taken,

Subd. 9. PURCHASE PAYMENT AMOUNT. For a person eligible to
purchase credit for prior service under subdivisions 1 to 8, there must be paid to
the applicable fund an amount equal to the present value, on the date of pay-
ment, of the amount of the additional retirement annuity that would be obtained
by virtue of the purchase of the additional service credit, using the preretirement
interest rate specified in Minnesota Statutes, section 356.215, subdivision 4d,
and the mortality table adopted for the fund and assuming continuous future
service in the fund or association until, and retirement at, the age at which the
minimum requirements of the retirement association for normal retirement or
retirement with an annuity unreduced for retirement at an early age, including
Minnesota Statutes, section 356.30, are met with the additional service
credit purchased, and also assuming a future salary history that includes annual
salary increases at the salary increase rate specified in Minnesota Statutes, sec-
tion 356.215, subdivision 4d. The person requesting the purchase of prior
service shall establish in the records of the fund or association proof of the
service for which the purchase of prior service is requested. The manner of the
proof of service must be in accordance with procedures prescribed by the execu-
tive director of the fund or association.

Subd. 10. PAYMENT; CREDITING SERVICE. Payment must be made in
one lump sum, unless the executive director of the fund or association agrees to
accept payment in installments over a period not to exceed three years from the

Subd. 11. OPTIONAL EMPLOYER PARTIAL PAYMENT. Payment must
be made by the person entitled to purchase prior service. However, the current
or former employer of a person specified in subdivisions 1 to 8, may, at its
discretion, pay all or any portion of the payment amount that exceeds an amount
equal to the employee contribution rates in effect during the period or periods of
prior service applied to the actual salary rates in effect during the period or
periods of prior service, plus interest at the rate of six percent a year com-
pounded annually from the date on which the contributions would otherwise
have been made to the date on which the payment is made. ‘

Sec. 2. Laws 1988, chapter 709, article 3, section 1, subdivision 4, is
amended to read:

Subd. 4. OPTIONAL EMPLOYER PARTIAL PAYMENT. Payment must
be made by the person entitled to purchase prior service. However, the current
or former employer of a person specified in subdivision 15 elause (b); (2); (4Y; 5%
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€6); ot B may, at its discretion, and the metropelitan sperts facilities commis-
sion for & persen specified in subdivision 1; elause (3); shall pay all or any
portion of the payment amount that exceeds an amount equal to. the employee
contribution rates in effect for the retirement fund during the period or periods
of prior service applied to the actual salary rates in effect during the period or
periods of prior service, plus interest at the rate of six percent a year com-
pounded annually from the date on which the contributions would otherwise
have been made to the date on which the payment is made.

Sec. 3. PURCHASE AMOUNT.

Notwithstanding Laws 1988, chapter 709, article 3, section 1, subdivision 2,
the amounts required to purchase credit for prior service under Laws 1988
chapter 709, article 3, section 1, subdivision 1, clause (3), must be calculated
assuming the affected employees will retire at age 65. Notwithstanding any
contrary provision in Minnesota Statutes, section 352.116, if an employee who
purchases service under Laws 1988, chapter 709, article 3, section 1, subdivision
1, clause (3) retires before age 65, the annuity must be reduced so that the
reduced annuity is the actuarial equivalent of the annuity that would be payable
if the employee deferred receipt from the day the annuity begins to accrue fo age
65.

Sec. 4. EFFECTIVE DATE.

Sections 1 to 3 are effective the day following final enactment. Section 2

applies retroactively to May 4, 1988.

ARTICLE 5
OTHER RETIREMENT ISSUES
Section 1. Minnesota Statutes 1988, section 353.01, subdivision 2b, is
amended to read:

Subd. 2b. EXCLUDED EMPLOYEES. (a) The following persons are excluded
from the meaning of “public employee”:

(1) persons employed for professional services where the service is inciden-
tal to regular professional duties, determined on the basis that compensation for
the service amounts to no more than 25 percent of the person’s total annual
gross earnings for all professional duties;

(2) election officers;
(3) independent contractors and their employees;
(4) patient and inmate help in governmental subdivision charitable, penal,

and correctional institutions;
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(5) members of boards, commissions, bands, and others who serve the
governmental subdivision intermittently;

(6) employees whose employment is not expected to continue for a period
longer than six consecutive months;

(7) part-time employees who receive monthly compensation from a govern-
mental subdivision not exceeding $425, and part-time employees and elected
officials whose annual compensation from a governmental subdivision is stipu-
lated in advance, in writing, to be not more than $5,100 per calendar year or per
school year for school employees for employment expected to be of a full year’s
duration or more than the prorated portion of $5,100 per employment period
for employment expected to be of less than a full year’s duration, except that
members continue their membership until termination of public service;

(8) persons who first occupy an elected office after July 1, 1988, the compen-
sation for which does not exceed $425 per month;

(9) emergency employees who are employed by reason of work caused by
fire, flood, storm, or similar disaster;

(10) employees who by virtue of their employment as an officer or employee
of a governmental subdivision are required by law to be a member of and to
contribute to any of the plans or funds administered by the state employees
retirement system, the teachers retirement fund, the state patrol retirement fund,
the Duluth teachers retirement fund association, the Minneapolis teachers retire-
ment fund association, the St. Paul teachers retirement fund association, the
Minneapolis employees retirement fund, the Minnesota state retirement system
correctional officers retirement plan, or any police or firefighters relief associa-
tion governed by section 69.77 that has not consolidated with the public employ-
ees police and fire fund and for which the employee has not elected coverage by
the public employees police and fire fund benefit plan as provided in sections
353A.01 to 353A.10, other than as an act of the legislature has specifically
enabled participation by employees of a designated governmental subdivision in
a plan supplemental to the public employees retirement association;

(11) police matrons employed in a police department of a city who are 4
transferred to the jurisdiction of a joint city and county detention and correc-
tions authority;

(12) persons who are excluded from coverage under the federal old age,
survivors, disability, and health insurance program for the performance of serv-
ice as specified in United States Code, title 42, section 410(a) (8) (A), as amended
through January 1, 1987;

(13) full-time students who are enrolled and are regularly attending classes
at an accredited school, college, or university and who are not employed full
time by a governmental subdivision;
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(14) resident physicians, medical interns, and pharmacist interns who are
serving in public hospitals;

(15) appointed or elected officers, paid entirely on a fee basis, who were not
members on June 30, 1971;

(16) persons holding a part-time adult supplementary technical institute
license who render part-time teaching service in a technical institute if the
service is incidental to the person’s regular nonteaching occupation, the applica-
ble technical institute stipulates annually in advance that the part-time teaching
service will not exceed 300 hours in a fiscal year, and the part-time teaching
service actually does not exceed 300 hours’in a fiscal year; and

(17) persons exempt from licensure under section 125.031; and

(18) persons employed by the Minneapolis community development agency.

(b) Immediately following the expiration of a six-month period of employ-
ment by an employee covered by paragraph (a), clause (6), if the employee
continues in public service and earns more than $425 from a governmental
subdivision in any one calendar month, the department head shall report the
employee for membership and cause employee contributions to be made on
behalf of the employee in accordance with section 353.27, subdivision 4, and the
employee remains a member until termination of public service. This paragraph
may not be construed to exclude an employee from membership whose employ-
ment is expected to continue for more than six months but who is serving a

probationary period.

(c) If compensation from a governmental subdivision to an employee cov-
ered by paragraph (a), clause (7), exceeds $5,100 per calendar year or school year
after being stipulated in advance, the stipulation is no longer valid and contribu-
tions must be made on behalf of the employee in accordance with section
353.27, subdivision 12, from the month in which the employee first exceeded

$425.

(d) Paragraph (a), clause (10), does not prevent a person from being a
member of and contributing to the public employees retirement association and
also belonging to or contributing to another public pension fund for other serv-
ice occurring during the same period of time. A person who meets the definition
of “public employee” in subdivision 2, by virtue of other service occurring
during the same period of time shall become a member of the association uniess
contributions are made to another public retirement fund on the salary based on
the other service or to the teachers retirement association in accordance with
section 354.035, subdivision 2.

Sec. 2. Minnesota Statutes 1988, section 355.90, subdivision 3, is amended
to read:

Subd. 3. REFERENDUM. A referendum on the question of extending the
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provisions of United States Code, title 42, sections 426, 426-1, and 1395¢, must
be held for each public employee pension plan listed in section 356.30, subdivi-
sion 3, except clauses (5) and (6), that has current members or participants who
do not have coverage by the federal old age, survivors, and disability insurance
program for the employment giving rise to that pension plan membership. The
state agency shall supervise the referendum in accordance with United States
Code, title 42, section 418, on the date or dates set by the governor for each
pension plan. The notice of the referendum provided to each employee must
contain a statement sufficient to inform the person of the rights available to the
person as an employee in Medicare qualified government employment and the
employee contribution rates applicable to the program. The referendum is
approved if e majority of the members or participants indieate their desire to
have the eoverage on & form preseribed by the state ageney: ¥ the referendum
is approved; The referendum must permit each employee the opportunity to
select or reject Medicare coverage. The governor shall certify that faet to the
Secretary of Health and Human Services; and the that the conditions specified
in United States Code, title 42, section 418(d)(7) have been met. Coverage is
effective for at members or participants of the plan who select it on the first of
the month after the certification unless the participant or member eleets cover-
age effective retrogetively to April 1; 1986,

Sec. 3. Minnesota Statutes 1988, section 355.90, subdivision 4, is amended
to read:

Subd. 4, EMPLOYEE AND EMPLOYER CONTRIBUTIONS. (a) ¥ the
referendum is approved; Beginning on the first of the month after the certificat-
ion ef appreval by the governor, the employer of each member or participant
eevered by selecting coverage under the referendum shall deduct from the wages
of the employee an amount equal to the tax that would be imposed under
United States Code, title 26, section 3101(b), if the services of the employee for

which wages were paid constituted employment as defined in United States
Code, title 26, section 3121.

(b) In addition to the deduction specified in paragraph (a), the employer of
each member or participant covered by the referendum shall also pay an amount
equal to the tax that would be imposed under United States Code, title 26,
section 3111(b), on the same wage base specified in paragraph (a).

(c) The amounts under paragraphs (a) and (b) shall be paid by the employer
to the Secretary of the Treasury in the manner required by the secretary.

Sec. 4. Minnesota Statutes 1988, section 356.30, subdivision 3, is amended
to read:

Subd. 3. COVERED FUNDS. Fhe provisions of This section shall apply
applies to the following retirement funds:

(1) state employees retirement fund established pursuant to chapter 352;
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. (2) correctional employees retirement program, established pursuant to chap-
ter 352;

(3) unclassified employees retirement plan, established pursuant to chapter
352D; -

(4) state patrol retirement fund, established pursuant to chapter 352B;
(5) legislators’ retirement plan, established pursuant to chapter 3A;

(6) elective state officers’ retirement plan, established pursuant to chapter
352C;

(7) public employees retirement association, established pursuant to chapter
353;

(8) public employees police and fire fund, established pursuant to chapter
353;

(9) teachers retirement fund, established pursuant to chapter 354;

(10) Minneapolis employees retirement fund, established pursuant to chap-
ter 422A,;

(11) Minneapolis teachers retirement fund association, established pursuant
to chapter 354A;

(12) St. Paul teachers retirement fund association, established pursuant to
chapter 354A;

(13) Duluth teachers retirement fund association, established pursuant to
chapter 354A;

(14) public employees local government correctional service retirement plan
established by sections 353C.01 to 353C.10; and

(15) judges’ retirement fund, established by sections 490.121 to 490.132.

Sec. 5. Minnesota Statutes 1988, section 356.302, subdivision 7, is amended
to read:

Subd. 7. COVERED RETIREMENT PLANS. This section applies to the
following retirement plans:

(1) state employees retirement fund, established by chapter 352;
) unclassified employees retirement plan, established by chapter 352D;
(3) public employees retirement association, established by chapter 353;

(4) teachers retirement fund, established by chapter 354;
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(5) Duluth teachers retirement fund association, established by chapter 354A;

(6) Minneapolis teachers retirement fund association, established by chapter
354A;

(7) St. Paul teachers retirement fund association, established by chapter
354A;

(8) Minneapolis employees retirement fund, established by chapter 422A,;

(9) correctional employees retirement plan, established by chapter 352;

(10) state patrol retirement fund, established by chapter 352B; and

(11) public employees police and fire fund, established by chapter 353; and
(12) judges’ retirement fund, established by sections 490.121 to 490.132.

Sec. 6. Minnesota Statutes 1988, section 356.303, subdivision 4, is amended
to read:

Subd. 4. COVERED RETIREMENT PLANS. This section applies to the
following retirement plans:

(1) legislators retirement plan, established by chapter 3A;
(2) state employees retirement fund, established by chapter 352;

(3) correctional employees retirement plan, established by chapter 352;
(4) state patrol retirement fund, established by chapter 352B;

(5) elective state officers retirement plan, established by chapter 352C;
(6) unclassified employees retirement plan, established by chapter 352D;
(7) public employees retirement association, established by‘chapter 353;
(8) public employees police and fire fund, established by chapter 353;
(9) teachers retirement fund, established by chapter 354;

(10) Duluth teachers retirement fund association, established by chapter
354A;

(11) Minneapolis teachers retirement fund association, established by chap-
ter 354A;

(12) St. Paul teachers retirement fund association, established by chapter
354A; and

(13) Minneapolis employees retirement fund, established by chapter 422A;
and
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(14) judges’ retirement fund, established by sections 490.121 to 490.132.

Sec. 7. Minnesota Statutes 1988, section 490.124, subdivision 12, is amended
to read:

Subd. 12. REFUND. (a) Any person who ceases to be a judge but who does
not qualify for a retirement annuity or other benefit under section 490.121 shall
be entitled to a refund in an amount equal to all the person’s contributions to
the judges’ retirement fund plus interest computed to the first day of the month
in which the refund is processed based on fiscal year balances at the rate of five
percent per annum compounded annually.

(b) A refund of contributions under paragraph (a) terminates all service
credits and all rights and benefits of the judge and the judge’s survivors. A
person who becomes a judge again after taking a refund under paragraph (a)
may reinstate previously terminated service credits, rights, and benefits by repay-
ing all refunds. A repayment must include interest at six percent per annum
compounded annually.

Sec. 8. Laws 1980, chapter 595, section 2, subdivision 4, is amended to
read:

Subd. 4. All employees of the agency shall be considered employees of the
housing and redevelopment authority and not the city of Minneapolis for the
purposes of exclusion from membership in the public employee retirement asso-
ciation. An employee of the agency or the Minneapolis housing and redevelop-
ment authority who is transferred to employment of the department or agency
or the Minneapolis industrial development commission or the city of Minneapo-
lis shall elect one of the following options with respect to retirement programs
within six months after the date of transfer:

(a) The employee may continue as a member of the retirement program
established by the Minneapolis housing and redevelopment authority and in
effect on the date of transfer, and the agency or department or the city of
Minneapolis shall make the necessary employer contributions to the program
instead of becoming a member of the public employees retirement association.

(b) The employee may become a member of the public employees retire-
ment association.

An employee of the city of Minneapolis who is transferred to employment
of the agency or the Minneapolis housing and redevelopment authority shall
remain a member of the retirement fund to which the employee belonged prior
to the transfer, during the employment. An employee of the city of Minneapolis
who is a member of the Minneapolis municipal employees retirement fund who
is transferred to employment of the agency shall remain a member of the fund
during the employment.

Sec. 9. REFUND OF EXCESS EMPLOYEE CONTRIBUTIONS.
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under Laws 1973, chapter 767, section 4, elected to retire with benefits calcu-
lated in accordance with Minnesota Statutes, chapter 425, as modified by Laws
1969, chapter 1102, may, upon application to the executive director of the
public employees retirement association or a form prescribed by the executive
director, receive a refund of excess employee contributions to the bureau of
heaith pension fund. The amount to be refunded is the difference between the
amount actually deducted from the employee’s monthly pay from the effective
date of Laws 1969, chapter 1102, to the effective date of Laws 1973, chapter
767, and an amount equal to six percent of the monthly salary of a health
sanitarian in the employment of the city of Saint Paul on January 1, 1969, plus
interest at the rate of six percent a year compounded annually. The refund is

payable from the public employees retirement fund.

Sec. 10. PAYMENT OF REFUNDS BY ASSOCIATION.

The executive director of the public employees retirement association shall
notify each former employee of the bureau of health of the city of Saint Paul

covered by section | who js receiving a retirement annuity from the public
employees retirement association of the person’s right to apply for a refund of
excess contributions under that section. Application must be made within 60
days following notice, or eligibility for the refund expires. Upon receipt of an
application for a refund from a person, the executive director of the association

shall pay to the person a refund calculated in accordance with section 1.

Sec. 11. EFFECTIVE DATE.

Sections 1 and 8 are effective upon approval by the city council of the city
of Minneapolis and upon compliance with Minnesota Statutes, section 645.021,

subdivision 3, and apply retroactively to July 13, 1980. Sections 2 to 7 are

effective the day following final enactment. Sections 4, 5, and 6 apply retroac-
tively to August 1, 1987. Sections 9 and 10 are effective July 1, 1989.

ARTICLE 6

Public Employees Insurance

Section 1. Minnesota Statutes 1988, section 43A.316, subdivision 9, is
amended to read:

Subd. 9. INSURANCE TRUST FUND. An insurance trust fund is estab-
lished in the state treasury. The deposits consist of the premiums received from
employers participating in the plan and transfers from the public employees
insurance reserve holding account established by section 353.65, subdivision 7.
All money in the fund is appropriated to the commissioner to pay insurance
premiums, approved claims, refunds, administrative costs, and other related
service costs. The commissioner shall reserve an amount of money to cover the
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estimated costs of claims incurred but unpaid. The state board of investment
shall invest the money according to section 11A.24. Investment income and
losses attributable to the fund shall be credited to the fund.

Sec. 2. Minnesota Statutes 1988, section 69.031, subdivision 5, is amended
to read:

Subd. 5. DEPOSIT OF STATE AID. (1) The municipal treasurer, on
receiving the fire state aid, shall within 30 days after receipt transmit it to the
treasurer of the duly incorporated firefighters’ relief association if there is one
organized and the association has filed a financial report with the municipality;
but if there is no relief association organized, or if any association dissolve, be
removed, or has heretofore dissolved, or has been removed as trustees of state
aid, then the treasurer of the municipality shall keep the money in the municipal
treasury as provided for in section 424A.08 and shall be disbursed only for the
purposes and in the manner set forth in that section.

(2) The municipal treasurer, upon receipt of the police state aid, shall
disburse the police state aid in the following manner:

(a) For a municipality in which a local police relief association exists and all
peace officers are members of the association, the total state aid shall be trans-
mitted to the treasurer of the relief association within 30 days of the date of
receipt, and the treasurer of the relief association shall immediately deposit the
total state aid in the special fund of the relief association;

(b) For a municipality in which police retirement coverage is provided by
the public employees police and fire fund and all peace officers are members of
the fund, the total state aid shall be applied toward the municipality’s employer
contribution to the public employees police and fire fund pursuant to section
353.65, subdivision 3, and any state aid in excess of the amount required to
meet the employer’s contribution pursuant to section 353.65, subdivision 3,
shall alse be eentributed to the public employees poliee and fire fund and
eredited in the manner to be speecified by the beard of trustees of the publie
employees retirement association deposited in the public employees insurance
reserve holding account of the public employees retirement association; or

(c) For a municipality in which both a police relief association exists and
police retirement coverage is provided in part by the public employees police
and fire fund, the municipality may elect at its option to transmit the total state
aid to the treasurer of the relief association as provided in clause (a), to use the
total state aid to apply toward the municipality’s employer contribution to the
public employees police and fire fund subject to all the provisions set forth in
clause (b), or to allot the total state aid proportionately to be transmitted to the
police relief association as provided in this subdivision and to apply toward the
municipality’s employer contribution to the public employees police and fire
fund subject to the provisions of clause (b) on the basis of the respective number
of active full-time peace officers, as defined in section 69.011, subdivision 1,

clause (g).
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(3) The county treasurer, upon receipt of the police state aid for the county,
shall apply the total state aid toward the county’s employer contribution to the
public employees police and fire fund pursuant to section 353.65, subdivision 3,
and any state aid in excess of the amount required to meet the employer’s
contribution pursuant to section 353.65, subdivision 3, shall alse be eontributed
%e%hepubheempleyeespeheeaﬂdﬁfefuﬂdaﬁderedﬁedmfhemmeﬂebe
speeiﬁedby%hebeafdef%msteesef%hepubheemﬂeyemfeﬁfemeﬂtaﬁeem
deposited in the public employees jnsurance reserve holding account of the
public employees retirement association.

Sec. 3. Minnesota Statutes 1988, section 353.65, subdivision 1, is amended
‘to read:

Subdivision 1. There is a special fund known as the “public employees
police and fire fund.” In that fund there shall be deposited employee contribu-
tions, employer contributions other than the excess contribution established by
section 69.031, subdivision 5, paragraph (2), clauses (b) and (c), and paragraph
(3), and other amounts authorized by law including all employee and employer
contributions of members transferred. Within the public employees police and
fire fund are accounts for each municipality known as the “local relief associa-
tion consolidation accounts,” which are governed by section 353A.09.

Sec. 4. Minnesota Statutes 1988, section 353.65, subdivision 6, is amended
to read:

Subd. 6. All contributions other than the excess contribution established
by section 69.031, subdivision 3, , paragraph (__L clauses (b) and (_)_, and para-
graph (3) shall be credited to the fund and all interest and other income of the
fund shall be credited to said fund. The retirement fund shall be disbursed only
for the purposes herein provided. The expenses of said fund and the annuities
herein provided upon retirement shall be paid from said fund.

Sec. 5. Minnesota Statutes 1988, section 353.65, is amended by adding a
subdivision to read:

Subd. 7. The public employees insurance reserve holding account is estab-
hshed in the public employees retirement association. Excess contributions
established b; by section 69.031, subdivision 5, paragraph (2), clauses (b) and (c),
and paragraph (_) must be deposited in the account. These contributions anc and all
investment earnings associated with “them must be regularly transferred to the
insurance trust fund established b section 43A.316, subdivision 9.
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ARTICLE 7 .
MINNESOTA PUBLIC PENSION PLAN FIDUCIARY
RESPONSIBILITY AND LIABILITY ACT

Section 1. [356A.01] DEFINITIONS.

Subdivision 1. SCOPE. For purposes of this chapter, the following terms
have the meanings given them in this section.

Subd. 2. BENEFIT. “Benefit” means an amount, other than an administra-
tive expense, paid or payable from a pension plan, including a retirement annui-
ty, service pension, disability benefit, survivor benefit, death benefit, funeral,
benefit, or refund.

Subd. 3. BENEFIT PROVISIONS. “Benefit provisions” means the portion
of a pension plan that deals specifically with the benefit coverage provided by
the plan, including the kinds of coverage, the eligibility for and entitlement to
benefits, and the amount of benefits.

Subd. 4. BENEFIT RECIPIENT. “Benefit recipient” means a person who
has received a benefit from a pension plan or to whom a benefit is payable under
the terms of the plan document of the pension plan.

Subd. 5. CHIEF ADMINISTRATIVE OFFICER. “Chief administrative

officer” means the person who has primary responsibility for the execution of
the administrative or management affairs of a pension plan.

Subd. 6. COFIDUCIARY. “Cofiduciary” means a fiduciary of a pension
plan, other than a fiduciary directly undertaking a fiduciary activity or directly
and primarily responsible for a fiduciary activity.

Subd. 7. COVERED GOVERNMENTAL ENTITY. “Covered governmen-
tal entity” means a governmental subdivision or other governmental entity that
employs persons who are plan participants in a covered pension plan and who
are eligible for that participation because of their employment.

Subd. 8. COVERED PENSION PLAN. “Covered pension plan” means a
pension plan or fund listed in section 356.20, subdivision 2, or 356.30, subdivi-
sion 3.

Subd. 9. COVERED PENSION PLAN OTHER THAN A STATEWIDE
PLAN. “Covered pension plan other than a statewide plan” means a pension
plan not included in the definition of a statewide plan in subdivision 24.

Subd. 10. DIRECT OR INDIRECT PROFIT. “Direct or indirect profit”
means a payment of morey, the provision of a service or an item of other than
nominal value, an extension of credit, a loan, or any other special consideration
to a fiduciary or a direct relative of a fiduciary on behalf of the fiduciary in
consideration for the performance of a fiduciary activity or a failure to perform

a fiduciary activity.
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Subd. 11. DIRECT RELATIVE. “Direct relative” means any of the persons
or spouses of persons related to one another within the third degree of kindred
under civil law.

Subd. 12. FIDUCIARY. “Fiduciary” means a person identified in section
356A.02.

Subd. 13. FIDUCIARY ACTIVITY. “Fiduciary activity” means an activity
described in section 356A.02, subdivision 2.

Subd. 14, FINANCIAL INSTITUTION. “Financial institution” means a
bank, savings institution, or credit union organized under federal or state law.

Subd. 15, GOVERNING BOARD OF A PENSION PLAN. “Governing
board of a pension plan” means the body of a pension plan that is assigned or
that undertakes the chief policy-making powers and management duties of the
plan,

Subd. 16. INVESTMENT ADVISORY COUNCIL. “Investment advisory
council” means the investment advisory council established by section 11A.08.

Subd. 17. LIABILITY. “Liability” means a secured or unsecured debt or an
obligation for a future payment of money, including an actuarial accrued liabili-
ty or an unfunded actuarial accrued liability, except where the context clearly
indicates another meaning,

Subd. 18. OFFICE OF THE PENSION PLAN. “Office of the pension
plan” means an administrative facility or portion of a facility where the primary
business or administrative affairs of a pension plan are conducted and the
primary and permanent records and files of the plan are retained.

Subd. 19. PENSION FUND. “Pension fund” means the assets amassed
and held in a pension plan, other than the general fund, as reserves for present
and future payment of benefits and administrative expenses.

Subd. 20. PENSION PLAN. “Pension plan” means all aspects of an arrange-
ment between a public employer and its employees concerning the pension |
benefit coverage provided to the employees.

Subd, 21. PLAN DOCUMENT. “Plan document” means a written docu- |
ment or series of documents containing the eligibility requirements and entitle-
ment provisions constituting the benefit coverage of a pension plan, including
any articles of incorporation, bylaws, governing body rules and policies, munici-

pal charter provisions, municipal ordinance provisions, or general or special
state law,
-

Subd. 22. PLAN PARTICIPANT. “Plan participant” means a person who
is an active member of a pension plan by virtue of the person’s employment or
who is making a pension plan member contribution.
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Subd. 23. STATE BOARD OF INVESTMENT. “State board of invest-
ment” means the Minnesota state board of investment created by the Minnesota
Constitution, article XI, section 8.

Subd. 24. STATEWIDE PLAN. “Statewide plan” means any of the follow-
ing pension plans:

(1) the Minnesota state retirement system or a pension plan administered by

it;

(2) the public emplovees retirement association or a pension plan adminis-
tered by it; and

(3) the teachers retirement association or a pension plan administered by it.

Sec. 2. [356A.02] FIDUCIARY STATUS AND ACTIVITIES,

Subdivision 1. FIDUCIARY STATUS. For purposes of this chapter, the
following persons are fiduciaries:

(1) any member of the governing board of a covered pension plan;

(2) the chief administrative officer of a covered pension plan or of the state
board of investment;

(3) any member of the state board of investment; and

(4) any member of the investment advisory council.

Subd. 2. FIDUCIARY ACTIVITY. The activities of a fiduciary identified
in subdivision 1 that must be carried out in accordance with the requirements of

(1) the investment of plan assets;

(2) the determination of benefits;

(3) the determination of eligibility for membership or benefits;

(4) the determination of the amount or duration of benefits;

(5) the determination of funding requirements or the amounts of contribu-
tions;

(6) the maintenance of membership or financial records; and

(7) the expenditure of plan assets.

Sec. 3. [356A.03] PROHIBITION OF CERTAIN PERSONS FROM FIDU-
CIARY STATUS.

Subdivision 1. INDIVIDUAL PROHIBITION. For the prohibition period
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state, who has been convicted of a violation listed in subdivision 3, may not
serve in a fiduciary capacity identified in section 356A.02.

Subd. 2. PROHIBITION PERIOD. A prohibition under subdivision 1 is
for a period of five years, beginning on the day following conviction for a
violation listed in subdivision 3 or, if the person convicted is incarcerated, the
day following unconditional release from incarceration.

Subd. 3. APPLICABLE VIOLATIONS. A prohibition under subdivision 1
is imposed as a result of any of the following violations of law:

(1) a yviolation of federal law specified in United States Code, title 29,
section 1111, as amended;

(2) a violation of Minnesota law that is a felony under Minnesota law; or

of Mllltary Justice, that would be a felony under mg offense definitions and
sentences in Minnesota law.

Subd. 4. DOCUMENTATION. In determining the applicability of this
section, the appropriate appointing authorxty, the state board of investment, or
the covered pension plan, as the case may be, may rely on a disclosure form
meeting the requirements of the federal Investment Adv1ser Act of 1940, as

of investment or the pens10n mn

Sec. 4. [356A.04] GENERAL STANDARD OF FIDUCIARY CONDUCT.

Subdivision 1. DUTY. A fiduciary of a covered pension plan owes a fiduciary
duty to:

(1) the active, deferred, and retired members of the plan, who are its beneficiar-
ies;

(2) the taxpayers of the state or political subdivision, who help to finance
the plan; and

(3) the state of Minnesota, which established the plan,

Subd. 2. PRUDENT PERSON STANDARD. A fiduciary identified in
section on 356A. 356A.02 shall act in good faith and shall exercise that degree of judg-
ment and care, under the circumstances then prevailing, that persons of pru-
dence, dis discretion, and 1nte111g nce would exercise in the management of their
own affairs, not for speculation, considering the probable safety of the plan

capital as well as the probable investment return 1o be derived from {l the assets.

Sec. 5. [356A.05] DUTIES APPLICABLE TO ALL ACTIVITIES,
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(a) The activities of a fiduciary of a covered pension plan must be carried
out solely for the following purposes:

(1) to provide authorized benefits to plan participants and beneficiaries;

(2) to incur and pay reasonable and necessary administrative expenses; or

(3) to manage a covered pension plan in accordance with the purposes and
intent of the plan document.

(b) The activities of fiduciaries identified in section 356A.02 must be carried

plan document,
Sec. 6. [356A.06] INVESTMENTS; ADDITIONAL DUTIES.

Subdivision 1. TITLE TO ASSETS. Assets of a covered pension plan may
be held only by the plan treasurer, the state board of investment, the depository
agent of the plan, or of the state board of investment. Legal title to plan assets

The holder of legal title shall function as a trustee for a person or entity with a
beneficial interest in the assets of the plan.

Subd. 2. DIVERSIFICATION. The investment of plan assets must be
diversified to minimize the risk of substantial investment losses unless the cir-

would not be prudent.

Subd. 3. ABSENCE OF PERSONAL PROFIT. No fiduciary may personal-
ly profit, directly or indirectly, as a result of the investment or management of
plan assets. This subdivision, however, does not preclude the receipt by a
fiduciary of reasonable compensation, including membership in or the receipt of
benefits from a pension plan, for the fiduciary’s position with respect to the plan.

Subd. 4. ECONOMIC INTEREST STATEMENT. Each member of the
governing board of a covered pension plan and the chief administrative officer
of the plan shall file with the plan a statement of economic interest. The
statement must contain the information required by section 10A.09, subdivision
5, and any other information that the fiduciary or the governing board of the
plan determines js necessary to disclose a reasonably foreseeable potential or
actual conflict of interest. The statement must be filed annually with the chief
administrative officer of the plan and be available for public inspection during
regular office hours at the office of the pension plan. A disclosure form meeting
the requirements of the federal Investment Advisers Act of 1940, United States
Code, title 15, sections 80b-1 to 80b-21 as amended, and filed with the state
board of investment or the pension plan meets the requirements of this subdivi-

sion.

Subd. 5. INVESTMENT BUSINESS RECIPIENT DISCLOSURE. The
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chief administrative officer of a covered pension plan, with respect to invest-
ments made by the plan, and the executive director of the state board of investment,
with respect to investments of plan assets made by the board, shall annually
disclose in writing the recipients of investment business placed with or invest-
ment commissions allocated among commercial banks, investment bankers, bro-
kerage organizations, or other investment managers. The disclosure document
must be prepared within 60 days after the close of the fiscal year of the plan and
must be available for public inspection during regular office hours at the office of

For the of investment, a
disclosure document included as part of a regular annual report of the board is
considered to have been filed on a timely basis.

Subd. 6. LIMITED LIST OF AUTHORIZED INVESTMENT SECURI-
TIES. (a) Except to the extent otherwise authorized by law, a covered pension
plan may invest its assets only in investment securities authorized by this subdi-
vision if the plan does not: '

(1) have assets with a book value in excess of $1,000,000;

eI e R e A AL L A AL AL L L A L AR AL L LY
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use the of the of investment for the investment of at
least 60 percent of its assets, calculated on book value; or

(4) use a combination of the services of an investment advisor meeting the

requirements of clause (2) and the services of the state board of investment for
the investment of at least 75 percent of its assets, calculated on book value.

(b) Investment securities authorized for a pension plan covered by this
subdivision are:

(1) certificates of deposit issued, to the extent of available insurance or
collateralization, by a financial institution that is a member of the Federal

Deposit Insurance Corporation or the Federal Savings and Loan Insurance Cor-
poration, is insured by the National Credit Union Administration, or is autho-
rized to do business in this state and has deposited with the chief administrative

officer of the plan a sufficient amount of marketable securities as collateral in

accordance with section 118.01:

(2) savings accounts, to the extent of available insurance, with a financial
institution that is a member of the Federal Deposit Insurance Corporation or

the Federal Savings and Loan Insurance Corporation;
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(3) governmental obligations, including bonds, notes, bills, or other fixed
obligations, issued by the United States, an agency or instrumentality of the
United States, an organization established and regulated by an act of Congress
or by a state, state agency or instrumentality, municipality, or other governmen-
tal or political subdivision that: '

(i) for the obligation in guestion, issues an obligation that equals or exceeds
the stated investment yield of debt securities not exempt from federal income

taxation and of comparable quality;

(ii) for an obligation that is a revenue bond, has been completely self-
supporting for the last five years; and

(iii) for an gbligation other than a revenue bond, has issued an obligation
backed by the full faith and credit of the applicable taxing jurisdiction and has

not been in default on the pavment of principal or interest on the obligation in
question or any other nonrevenue bond obligation during the preceding ten

years;

(4) corporate obligations, including bonds, notes, debentures, or other regu-
larly issued and readily marketable evidences of indebtedness issued by a corpo-
ration organized under the laws of any state that during the preceding five years
has had on average annual net pretax earnings at least 50 percent greater than
the annual interest charges and principal payments on the total issued debt of
the corporation during that period and that, for the obligation in guestion, has

Investors Service, Incorporated, or Standard and Poor’s Corporation; and

(5) shares in an open-end investment company registered under the federal
Investment Company Act of 1940, if the portfolio investments of the company
are limited to investments that meet the requirements of clauses (1) to (4).

Subd. 7. EXPANDED LIST OF AUTHORIZED INVESTMENT SECUR-
ITIES. Except to the extent otherwise authorized by law or bylaws, a covered
pension plan not described by subdivision 6, paragraph (a), may invest its assets
only in accordance with section 11A.24,

Subd. 8. MINIMUM LIQUIDITY REQUIREMENTS. A covered pension
plan described by subdivision 6, paragraph (a), in order to pay benefits as they
come due, shall invest a portion of its assets in authorized short-term debt
obligations that can be immediately liquidated without accrual of a substantial
determinable penalty or loss and that have an average maturity of no more than
90 days. The chief administrative officer of the plan shall determine the mini-

mum liquidity requirement of the plan and shall retain appropriate documenta-

Subd. 9. PROHIBITED TRANSACTIONS. (a) No fiduciary of a covered
pension plan may engage in a prohibited transaction or allow the plan to engage
in a transaction that the fiduciary knows or should know is a prohibited transac-
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(b) A prohibited transaction is any of the following transactions, whether
direct or indirect:

(1) the sale, exchange, or lease of real estate between the pension plan and a
fiduciary of the plan;

(2) the lending of money or other extension of credit between the plan and
a fiduciary of the plan;

(3) the furnishing to a plan by a fiduciary for compensation or remunera-
tion, of goods, services other than those performed in the capacity of fiduciary,
or facilities;

(4) the furnishing to a fiduciary by a plan of goods, services, or facilities
other than office and related space, equipment and office supplies, and adminis-
trative services appropriate to the recipient’s fiduciary position;

(5) the transfer of plan assets to a plan fiducjary for use by or the benefit of
the fiduciary, other than the payment of retirement plan benefits to which a
fiduciary is entitled or the payment to a fiduciary of a reasonable salary and of
necessary and reasonable expenses incurred by the fiduciary in the performance
of the fiduciary’s duties; and

(6) the sale, exchange, loan, or lease of any item of value between a plan and
a fiduciary of the plan other than for a fair market value and as a result of an
arms-length transaction.

Sec. 7. [356A.07] BENEFIT SUMMARY; ANNUAL REPORTS; ADDI-
TIONAL DUTIES.

Subdivision 1. BENEFIT PROVISIONS SUMMARY. The chief adminis-
trative officer of a covered pension plan shall prepare and provide each active
plan participant with a summary of the benefit provisions of the plan document.
The summary must be provided within 30 days of the start or resumption of
a participant’s membership in the plan, or within 30 days of the date on which

the start or resumption of membership was reported to a covered pension plan
by a covered governmental entity, whichever is later. The summary must

plan document, and that in the event of a discrepancy between the summary
and the plan document as amended, the plan document governs. A copy of the
plan document as amended must be furnished to a plan participant or benefit
recipient upon request. The chief administrative officer may utilize the services
of the covered governmental entity in providing the summary. The summary
must be in a form reasonably calculated o be understood by an average plan
participant,

Subd. 2. ANNUAL FINANCIAL REPORT. A covered pension plan shall
provide each active plan participant and benefit recipient with a copy of the
most recent annual financial report required by section 356.20 and a copy of the
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most recent actuarial evaluation, if any, required by section 69.77, 69.773,
356,215, or 356.216, or a summary of those reports.

Subd. 3. DISTRIBUTION. A covered pension plan may distribute the
summaries required by this section through covered governmental entities so
long as the plan has made arrangements with the entities to assure, with reason-

to active plan participants.

Subd, 4. REVIEW PROCEDURE. If a review procedure is not specified by
law for a covered pension plan, the chief administrative officer of the plan shall

propose, and the governing board of the plan shall adopt and implement, a
procedure for reviewing a determination of eligibility, benefits, or other rights

review procedure must include provisions for timely notice to the plan partici-
pant or benefit recipient and reasonable opportunity to be heard in any review
proceeding conducted and may, but need not be, a contested case under chapter
14.

Sec. 8. [356A.08] PLAN ADMINISTRATION; ADDITIONAL DUTIES.

Subdivision 1. PUBLIC MEETINGS. A meeting of the governing board of
a covered statewide pension plan or of a committee of the governing board of
the statewide plan is governed by section 471.705.

Subd. 2. LIMIT ON COMPENSATION. No fiduciary of a covered pen-
sion plan or a direct relative of a fiduciary may receive any direct or indirect
compensation, fee, or other item of more than nominal value from a third party
in consideration for a pension plan disbursement.

Sec. 9. [356A.09] FIDUCIARY BREACH; REMEDIES.

Subdivision 1, OCCURRENCE OF BREACH. A fiduciary breach occurs if
a fiduciary violates the general standard of fiduciary conduct as specified in
section 356A.04 in carrying out the activities of a fiduciary. A fiduciary breach
also occurs if a fiduciary of a covered pension plan violates the provisions of
section 356A.06, subdivision 9.

Subd. 2. REMEDIES. Remedies available for a fiduciary breach by a
fiduciary are those specified by statute or available at common law.

Sec. 10. [356A.10] COFIDUCIARY RESPONSIBILITY AND LIABILI-
TY.

Subdivision 1. COFIDUCIARY RESPONSIBILITY IN GENERAL. A
cofiduciary has a general responsibility to oversee the fiduciary activities of all
other fiduciaries unless the activity has been allocated or delegated in accord-
ance with subdivision 3. A cofiduciary also has a general responsibility to
correct or alleviate a fiduciary breach of which the cofiduciary had or ought to
have had knowledge.

New language is indicated by underline, deletions by strikeeut.

Copyright © 1989 by the Office of the Revisor of Statutes, State of Minnesota. All Rights Reserved.




2047

LAWS of MINNESOTA for 1989

Ch. 319, Art. 7

Subd. 2. COFIDUCIARY LIABILITY. A cofiduciary is liable for a fiduciary
breach committed by another fiduciary when the cofiduciary has a responsibility
to oversee the fiduciary activities of the other fiduciary or to correct or alleviate
a breach by that fiduciary.

Subd. 3. LIMITATION ON COFIDUCIARY RESPONSIBILITY. A
cofiduciary may limit cofiduciary responsibility and liability through the alloca-
tion or delegation of fiduciary activities if the allocation or delegation:

(1) follows appropriate procedures;

(2) is made to an appropriate person or persons; and

(3) is subject to continued monitoring of performance.

Subd. 4. BAR TO LIABILITY IN CERTAIN INSTANCES. A properly
made delegation or allocation of a fiduciary activity is a bar to liability on the
part of a fiduciary making the delegation or allocation unless the fiduciary has or
ought to have knowledge of the breach and takes part in the breach, conceals it,

or fails to take reasonable steps to remedy it.

Subd. 5. EXTENT OF COFIDUCIARY LIABILITY. Unless liability is
barred under subdivision 4, cofiduciary liability is joint and several, but a
cofiduciary has the right to recover from the responsible fiduciary for any dam-
ages paid by the cofiduciary.

Sec. 11. [356A.11] FIDUCIARY INDEMNIFICATION.

Subdivision 1. INDEMNIFIED FIDUCIARIES. A fiduciary who is a mem-
ber of the governing board of a pension plan, the state board of investment or
the investment advisory council, or who is an emplovee of a covered pension
plan or of the state board of investment may be indemnified from liability for
fiduciary breach. Indemnification is at the discretion of the governing board of
the plan or of the state board of investment in the case of members of the state
board or of the investment advisory council. A decision to indemnify a fiduciary
must apply to all eligible fiduciaries of similar rank.

Subd. 2. ALLOWABLE INDEMNIFICATION. An indemnified fiduciary }
must be held harmless from reasonable costs or expenses incurred as a result of |
any actual or threatened litigation or other proceedings.

Sec. 12. [356A.12] JURISDICTION; SERVICE OF PROCESS; AND STAT-
UTE OF LIMITATIONS.

Subdivision 1. JURISDICTION. The district court has jurisdiction over a
challenge of a fiduciary action or inaction.

Subd. 2. SERVICE OF PROCESS. For a fiduciary or cofiduciary alleged in
the complaint to be responsible for an alleged breach, personal service of process
must be obtained.
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Subd. 3. LIMITATIONS ON LEGAL ACTIONS. A legal action challeng-

following periods:
(1) the period ending three years after the date of the last demonstrable act

representing the alleged fiduciary breach or after the final date for performance
of the act the failure to perform which constitutes the alleged breach; or

(2) the period ending one year after the date of the discovery of the alleged
fiduciary breach.

Sec. 13. [356A.13] CONTINUING FIDUCIARY EDUCATION.

Subdivision 1. OBLIGATION OF FIDUCIARIES. A fiduciary of a cov-
ered pension plan shall make reasonable effort to obtain knowledge and skills
sufficient to enable the fiduciary to perform fiduciary activities adequately. Ata
minimum, a fiduciary of a covered pension plan shall comply with the program
established in accordance with subdivision 2.

Subd. 2. CONTINUING FIDUCIARY EDUCATION PROGRAM. The
governing boards of covered pension plans shall each develop and periodically
revise a program for the continuing education of any of their board members
and any of their chief administrative officers who are not reasonably considered
to be experts with respect to their activities as fiduciaries. The program must be
designed to provide those persons with knowledge and skills sufficient to enable
them to perform their fiduciary activities adequately.

Sec. 14. EFFECTIVE DATE.

Sections 1 to 13 are effective the day following final enactment.

ARTICLE 8
CONFORMING AMENDMENTS TO FIDUCIARY PROVISIONS.

Section 1. [3A.011] ADMINISTRATION OF PLAN.

The Minnesota state retirement system shall administer the legislators retire-
ment plan in accordance with article 7.

Sec. 2. Minnesota Statutes 1988, section 11A.01, is amended to read:
11A.01 STATEMENT OF PURPOSE.

The purpose of seetions A0+ to H+A=25 this chapter is to establish stan-
dards whieh will, in addition to the applicable standards of article 7, to insure
that state and pension assets subject to this legislation will be responsibly invested
to maximize the total rate of return without incurring undue risk.
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Sec. 3. Minnesota Statutes 1988, section 11A.04, is amended to read:
11A.04 DUTIES AND POWERS.
The state board shall:

(1) Act as trustees for each fund for which it invests or manages money in
accordance with the standard of care set forth in section 11A.09 if state assets
are involved and in accordance with article 7 if pension assets are involved.

(2) Formulate policies and procedures deemed necessary and appropriate to
carry out its functions. Procedures adopted by the board shalt must allow fund
beneficiaries and members of the public to become informed of proposed board
actions. Procedures and policies of the board shall are not be subject to the
administrative procedure act.

(3) Employ an executive director as provided in section 11A.07.
(4) Employ investment advisors and consultants as it deems necessary.

(5) Prescribe policies concerning personal investments of all employees of
the board to prevent conflicts of interest.

(6) Maintain a record of its proceedings.

(7) As it deems necessary, establish advisory committees subject to the
provisions of section 15.059 to assist the board in carrying out its duties.

(8) Not permit state funds to be used for the underwriting or direct pur-
chase of municipal securities from the issuer or the issuer’s agent.

(9) Direct the state treasurer to sell property other than money whiek that
has escheated to the state when the board determines that sale of the property is
in the best interest of the state. Escheated property shail must be sold to the |

highest bidder in the manner and upon terms and conditions pri prescribed by the
board.

(10) Undertake any other activities necessary to implement the duties and
powers set forth in this section.

(11) Establish a formula or formulas to measure management performance
and return on investment. Adl Public pension funds in the state shall utilize the
formula or formulas developed by the state board.

(12) Except as otherwise provided in article XI, section 8, of the constitu-
tion of the state of Minnesota, employ, at its dlscretlon quallﬁed private firms
to invest and manage the assets of funds over which the state board has invest-
ment management responsibility. There is annually appropriated to the state
board, from the assets of the funds for which the state board utilizes a private
investment manager, sums sufficient to pay the costs therefor of employing
private firms. Each year, by January 15, the board shall report to “the governor
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and legislature on the cost and the investment performance of each investment
manager employed by the board.

(13) Adopt an investment policy statement that includes investment objec-
tives, asset allocation, and the investment management structure for the retire-
ment fund assets under its control. The statement may be revised at the discretion
of the state board. The state board shall seek the advice of the council regarding
its investment policy statement. Adoption of the statement is not subject to

chapter 14.

Sec. 4. Minnesota Statutes 1988, section 11A.07, subdivision 4, is amended
to read:

Subd. 4. DUTIES AND POWERS. The director, at the direction of the
state board, shall:

(1) Plan, direct, coordinate and execute administrative and investment func-
tions in conformity with the policies and directives of the state board and the
requirements of this chapter and of article 7.

(2) Employ sueh professional and clerical staff as is necessary within the
complement limits established by the legislature. Employees whose primary
responsibility is to invest or manage money or employees who hold positions
designated as unclassified pursuant to under section 43A.08, subdivision 1a shalt
be, are in the unclassified service of the state. Other employees shalt be are in

the classified service.

(3) Report to the state board on all operations under the director’s control
and supervision.

(4) Maintain accurate and complete records of secuntles transactions and
official activities.

(5) Establish a policy relating to the purchase and sale of &l securities on the
basis of competitive offerings or bids. The policy is subject to board approval.

(6) Cause el securities acquired to be kept in the custody of the state
treasurer or sueh other depositories consistent with article 7, as.the state board

deems appropriate.

(7) Prepare and file with the director of the legislative reference library es
er before, by December 31 of each year, a report summarizing the activities of
the state board, the council, and the director during the preceding fiscal year.
The report shalt must be prepared so as to provide the legislature and the people
of the state with a clear, comprehensive summary of the portfolio composition,
the transactions, the total annual rate of return, and the yield to the state
treasury and to each of the funds whose assets are invested by the state board,
and the recipients of business placed or commissions allocated among the vari-
ous commercial banks, investment bankers, and brokerage organizations. Fhis
The report shalt must contain financial statements for funds managed by the
board prepared in 1 accordance with generally accepted accounting principles.
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(8) Require state officials from any department or agency to produce and
provide access to any financial documents the state board deems necessary in
the conduct of their its investment activities.

(9) Receive and expend legislative appropriations.

(10) Undertake any other activities necessary to implement the duties and
powers set forth in this subdivision consistent with article 7.

Sec. 5. Minnesota Statutes 1988, section 11A.09, is amended to read:
11A.09 STANDARD OF CARE,

In the discharge of their respective duties, the members of the state board,
director, board staff, and members of the council and any other person charged
with the responsibility of investing money pursuant to the standards set forth in
sections 11A.01 to 11A.25 shall act in good faith and shall exercise that degree
of judgment and care, under circumstances then prevailing, which persons of
prudence, discretion and intelligence exercise in the management of their own
affairs, not for speculation, but for investment, considering the probable safety
of their capital as well as the probable income to be derived therefrom. In
addition, for the investment of pension fund assets, the members and director of
the state board and members of the investment advxsory council shall act in
accordance with article 7

Sec. 6. Minnesota Statutes 1988, section 11A.13, subdivision 1, is amended
to read:

Subdivision 1. LEGAL TITLE TO FUND ASSETS. Legal title to the
assets of state funds to be invested by the state board shalt must be in the state
of Minnesota, or its nominees. Legal title to pension funds to o be invested by the
state boardshaﬂmustbem%hestatebeafd-ermaemmees-asffusteesfmaﬂy

h&ﬂﬂg&beﬁeﬁem%mterestm%heappheab}efuﬂdwbjeeﬂe%heﬂgh%sef |
the particnlar funds meintaining shares; investment participation or units in the 1
aceounts to their eredit as specified in article 7, section 6.

Sec. 7. Minnesota Statutes 1988, section 69.77, subdivision 2g, is amended
to read:

Subd. 2g. The funds of the association shalt must be invested in securities
whieh that are proper authorized investments pursaant to under article 7, sec-
tion +HA24 6, subdivision 6 or 7. Notwithstanding the foregomg, up to 75
percent of the market value of the assets of the fund may be invested in open-
end investment companies registered under the federal Investment Company
Act of 1940, if the portfolio investments of the investment companies comply
with the type of securities authorized for investment by section 11A.24, subdivi-
sions 2 to 5. Securities held by the association before Mareh 20; 1986; whieh the
effective date of this section that do not meet the requirements of this paragraph

subdivision may be retained after that date if they were proper investments for
the association on that date.
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The governing board of the association may select and appoint investment
agencies to act for and in its behalf or may certify funds for investment by the
state board of investment under the provisions of section 11A.17. The govern-
ing board of the association may select and appoint a qualified private firm to
measure management performance and return on investment, and the firm shall
use the formula or formulas developed by the state board pussuent te under
section 11A.04, clause (11).

Sec. 8. Minnesota Statutes 1988, section 69.775, is amended to read:

69.775 INVESTMENTS.

The special fund assets of the relief associations governed by sections 69.771
to 69.776 shalt must be invested in securities whieh that are preper authorized
investments pursuant te under article 7, section -HA24 6, subdivision 6 or 7.
Notwithstanding the foregoing, up to 75 percent of the market value of the
assets of the fund may be invested in open-end investment companies registered
under the federal Investment Company Act of 1940, if the portfolio investments
of the investment companies comply with the type of securities authorized for
investment by section 11A.24, subdivisions 2 to 5. Securities held by the

do not meet the requirements of this section may be retained after that date if
they were proper investments for the association on that date. The governing
board of the association may select and appoint investment agencies to act for
and in its behalf or may certify funds for investment by the state board of
investment under the provisiens of section 11A.17. The governing board of the
association may select and appoint a qualified private firm to measure manage-

Sec. 9. Minnesota Statutes 1988, section 136.84, is amended to read:
136.84 TITLE TO ASSETS, PERSONAL RIGHTS.

The right of a person who has shares to the credit of the person’s employee’s
share account record to redeem the shares or any portion thereef of the shares is
a personal right only and shell is not be assignable. Legal title to the assets of
the supplemental retirement investment fund shall be in the state of Minnesota
or the state board of investment or the nominee of either is as specified in article
7, section 6, subdivision 1, subject to the rights of the teachers retirement fund.
Any An assignment or attempted assignment of shares to the credit of an employ-
ee’s share account record by emy persen is null and void. Sueh Shares are
exempt from garnishment or levy under attachment or execution and from all
taxation by the state of Minnesota, exeept that nene shall be but arc not exempt
from taxation under chapter 291, unless transferred to a surviving spouse or
minor or dependent child of the decedent or a trust for their benefit.

Sec. 10. Minnesota Statutes 1988, section 352.03, subdivision 7, is amended
to read:

New language is indicated by underline, deletions by strikeout.

Copyright © 1989 by the Office of the Revisor of Statutes, State of Minnesota. All Rights Reserved.




2053 LAWS of MINNESOTA for 1989 Ch. 319, Art. 8

Subd. 7. DIRECTORS’ FIDUCIARY OBLIGATION. The board and the
director shall administer the law faithfully without prejudiee and undertake their
activities consistent with the expressed intent of the legislature: TFhey shall act
in their respeetive enpaeities with a fidueciary obligation to the state of Minnese-
e which ereated the fund; the taxpayers who aid in financing it; and the state
employees whe are its benefieiaries article 7.

Sec, 11. Minnesota Statutes 1988, section 352.92, is amended by adding a
subdivision to read:

Subd. 3. PLAN ADMINISTRATION. The Minnesota state retirement
system shall administer the correctional employees retirement plan established
by sections 352.90 to 352.951 in accordance with this chapter, chapter 356, and
article 7.

Sec. 12. Minnesota Statutes 1988, section 352.96, subdivision 3, is amended
to read:

Subd. 3. EXECUTIVE DIRECTOR TO ADMINISTER SECTION. This
section shelt must be administered by the executive director of the system under
subdivision 4. Fiduciary activities of the deferred compensation plan must be
undertaken in a manner consistent with article 7. If the state board of invest-
ment so elects, it may solicit bids for options under subdivision 2, clauses (2)
and (3). All contracts must be approved before execution by the state board of
investment. Contracts must provide that all options in subdivision 2 must: be
presented in an unbiased manner; be presented and in a manner eenforming
that conforms to apphieable rules adopted by the executive director, be reported
on a periodic basis to all employees participating in the deferred compensation
program, and not be the subject of unreasonable solicitation of state employees
to participate in the program. The contract may not call for any person to
Jjeopardize the tax-deferred status of money invested by state employees under
this section. All costs or fees in relation to the options provided under subdivi-
sion 2, clause (3), must be paid by the underwriting companies ultimately selected
by the state board of investment.

Sec. 13. Minnesota Statutes 1988, section 352B.03, subdivision 1, is amended
to read:

Subdivision 1. OFFICERS. The policy-making, management, and adminis-
trative functions. governing the operation of the state patrol retirement fund are
vested in the board of directors and executive director of the Minnesota state
retirement system with duties, authority, and responsibility as provided in chap-
ter 352, Fiduciary activities of the fund must be undertaken in a manner
consistent with article 7,

Sec. 14. Minnesota Statutes 1988, section 352C.091, subdivision 1, is
amended to read:

Subdivision 1. ADMINISTRATIVE AGENCY AND STANDARDS. The

New language is indicated by underline, deletions by strikeout.

Copyright © 1989 by the Office of the Revisor of Statutes, State of Minnesota. All Rights Reserved.




Ch. 319, Art. 8 LAWS of MINNESOTA for 1989 2054

provisions of This chapter shall must be administered by the Minnesota state
retirement system. The elected state officers retirement plan must be adminis-

tered consistent with this chapter, chapter 356, and article 7.

Sec. 15. Minnesota Statutes 1988, section 352D.09, subdivision 1, is amended
to read:

Subdivision 1. ADMINISTRATIVE AGENCY AND STANDARDS. The
unclassified employees retirement plan and the provisions of this chapter shait
must be administered by the Minnesota state retirement system. The provisions
of chapter 352 skalt govern in all instances where not inconsistent with the
provisions of this chapter. Fiduciary activities of the unclassified employees
retirement plan must be undertaken in a manner consistent with article 7.

Sec. 16. Minnesota Statutes 1988, section 353.03, subdivision 1, is amended
to read:

Subdivision 1. MANAGEMENT; COMPOSITION; ELECTION. The man-
agement of the public employees retirement fund is vested in a board of trustees
consisting of the state auditor and eight members. 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 shah
be is a retired annuitant, and one who is a public member knowledgeable in
pension matters. The membership of the association shall elect three trustees
for terms of four years. Trustees elected by the membership of the association
must be public employees and members of the association. 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 fund. 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
to govern form and length of these statements, timing of mailings, and deadlines
for submitting materials to be mailed. These policies must be approved by the
secretary of state. The secretary of state shall resolve disputes between the
board and a candidate concerning application of these policies to a particular
statement. A candidate who:

(1) receives contributions or makes expenditures in excess of $100; 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
about the candidate’s election, must shall file a report with the ethical practices
board disclosing the source and amount of all contributions to the candidate’s
campaign. The ethical practices board shall prescribe forms governing these
disclosures. Expenditures and contributions have the meaning defined in sec-
tion 10A.01. These terms do not include the mailing made by the association
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board on behalf of the candidate. A candidate must shall file a report within 30
days from the day that the results of the election are announced. The ethical
practices 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 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. The last day for mailing ballots to the fund is January 31. Terms
expire on January 31 of the fourth year, and positions are vacant until newly
elected members are qualified. The ballot envelopes must be so designed and
the ballots counted in a manner that ensures that each vote is secret.

The secretary of state shall supervise the elections. The board of trustees
and the executive director shall faithfully administer the law without prejudiee
and undertake their activit activities consistent with the expressed intent of the lepisia-

tures Beafdmembefsshal}aetas%ms%eesw&haﬁduemfyebhgaﬁeﬂte%hes%ﬁe
of Minneseta; which ereated the fund; the taxpayers of the governmental subdi-
mmm%hataidmﬁﬂaﬂemgﬁ—&ﬂdthepubkeempleyeeswheafeﬁsbeﬂeﬁemf—
ieg: Fhey shall act in good faith end shell exereise that degree of judgment and
eare; under eireumstanees then prevailing thet persons of prudenece; diseretion;
&ﬂdmtelhgeneeexefeﬁem%hemaﬂagementeﬁheﬁm&ﬂhﬁsamclez

Sec. 17. Minnesota Statutes 1988, section 354.06, subdivision 1, is amended
to read:

Subdivision 1. The management of the fund shall be is vested in a board of
eight trustees whiek shall be known as the board of trustees of the teachers
retirement fund. It shall be is composed of the following persons: the commis-
sioner of education, the commissioner of finance, the commissioner of com-
merce, four members of the fund whe shal be elected by the members of the
fund, and one retirce whoe shall be elected by the retirees of the fund. The five
elected members of the board of trustees shall must be chosen by mail ballot in
a manner which shall be fixed by the board of trustees of the fund. In every
odd-numbered year there shall be elected two members of the fund to the board
of trustees for terms of four years commencing on the first of July next succeed-
ing their election. In every odd-numbered year there shall be eleeted one retirec
of the fund must be elected to the board of trustees for a term of two years
commencing on the first of July next succeeding the election. The filing of
candidacy for a retiree election must include a petition of endorsement signed
by at least ten retirees of the fund. Each election shall must be completed by
June first of each succeeding odd-numbered year. In the case of elective mem-
bers, any vacancy shall must be filled by appointment by the remainder of the
board, and the appointee shall serve until the members or retirees of the fund at
the next regular election have elected a trustee to serve for the unexpired term
caused by the vacancy. No member or retiree shalt may be appointed by the
board, or elected by the members of the fund as a trustee, if the person is not a
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member or retiree of the fund in good standing at the time of the appointment
or election.

Subd. 1a. FIDUCIARY DUTY. It shall be is the duty of the board of
trustees and the executive directot to faithfully administer the law without
prejudiee and undertake their activities consistent with the expressed intent of
the legislature: They shall act as trustees with a fidueinry obligation to the state
the teachers whe are its benefieiaries article 7.

Sec. 18. Minnesota Statutes 1988, section 354A.021, subdivision 6, is
amended to read:

Subd. 6. TRUSTEES’ FIDUCIARY OBLIGATION., ¥ is the duty of The
trustees or directors of each teachers retirement fund association +e shall admin-
ister each fund in accordance with the applicable portions of this chapter, of the
articles of incorporation, ané of the bylaws, and of article 7. They shall aet a8
trustees with o fiduciary oblisation to the state of Minnesota which ereated the
fuﬁd—%hem*payefswhiehaidmﬁﬂaﬁemgﬁ-aﬂd%heteaeheﬁwhe&fem
beneficiasies: The purpose of this subdivision is to establish each teachers
retirement fund association as a trust under the laws of the state of Minnesota
for all purposes related to section 401(a) of the Internal Revenue Code of the
United States, including all amendments.

Sec. 19. Minnesota Statutes 1988, section 422A.05, subdivision 2a, is
amended to read:

Subd. 2a. FIDUCIARY DUTY. In the discharge of their respective duties,
the members of the board, the executive director, the board staff, and any other
person charged with the responsibility of investing money pursuant to the stan-
dards set forth in this chapter shall act in good faith and shall exercise that
degree of judgment and care, under circumstances then prevailing, which per-
sons of prudence, discretion and intelligence exercise in the management of their
own affairs, not for speculation, but for investment, considering the probable
safety of their capital as well as the probable income to be derived therefrom. In

in a manner \er consistent with article 1.

Sec. 20. Minnesota Statutes 1988, section 422A.05, subdivision 2d, is
amended to read:

Subd. 2d. ACCOUNT TRANSFERS. Notwithstanding any law to the con-
trary, the retirement board, subject to the standards of subdivision 2a of this
section and article 7, may transfer assets between accounts established by sec-

tion 422A.06.
Sec. 21. Minnesota Statutes 1988, section 423.374, is amended to read:

423.374 OFFICERS OF ASSOCIATION.
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The officers of the relief association shall be a president, one or more
vice-presidents, a secretary and a treasurer. The offices of assistant secretary and
assistant treasurer may be created by the bylaws of any such associations. The
affairs of each association shall must be managed in accordance with article 7 by
a board of directors elected in the manner prescribed by the articles of incorpo-
ration of the association.

The secretary and treasurer of each relief association shall each furnish a
corporate bond to the association for the faithful performance of their duties, in
such amounts as the association from time to time may determine. Each relief
association shall and is hereby authorized to pay the premiums on such bonds
from its special fund.

Sec. 22. Minnesota Statutes 1988, section 423.45, is amended to read:

423.45 OFFICERS; DIRECTORS; BOND.

The officers of the relief association shall be a president, one or more
vice-presidents, a secretary and a treasurer. The offices of assistant secretary and
assistant treasurer may be created by the bylaws of any such associations. The

a board of directors elected in the manner prescribed by the articles of incorpo-
ration of the association.

The secretary and treasurer of each relief association shall each furnish a
corporate bond to the association for the faithful performance of their duties, in
such amounts as the association from time to time may determine. Each relief
association shall and is hereby authorized to pay the premiums on such bonds
from its special fund. '

Sec. 23. Minnesota Statutes 1988, section 423.805, is amended to read:
423.805 POLICE PENSION FUND.

The association shall establish a police pension fund or continue to main-
tain the police pension fund now existing in the city and shall have the manage-

Sec. 24. Minnesota Statutes 1988, section 423A.21, subdivision 4, is amended
to read:

Subd. 4. FIDUCIARY RESPONSIBILITY. In the discharge of their respec-
tive duties, the officers and trustees shall be held to the standard of care enumer-
ated in section 11A.09. In addition, the trustees must act in accordance with
article 7.

Each member of the board is a fiduciary and shall undertake all fiduciary
activities in accordance with the standard of care of section 11A.09, and in a |
manner consistent with article 7. No fiduciary of a relief association shall cause
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a relief association to engage in a transaction if the fiduciary knows or should
know that a transaction constitutes one of the following direct or indirect trans-
actions: :

(1) sale or exchange or leasing of any real property between the relief
association and a board member;

(2) lending of money or other extension of credit between the relief associa-
tion and a board member or member of the relief association;

(3) furnishing of goods, services, or facilities between the relief association
and a board member; or

(4) transfer to a board member, or use by or for the benefit of a board
member, of any assets of the relief association. Transfer of assets does not mean
the payment of relief association benefits or administrative expenses permitted

by law.

Sec. 25. Minnesota Statutes 1988, section 424.06, is amended to read:
424.06 OFFICERS; TRUSTEES.

The officers of the relief association shall be a president, one or more
vice-presidents, a secretary, and a treasurer. The offices of assistant secretary and
assistant treasurer may be created by the bylaws of any such associations. The
affairs of each association shell must be managed in accordance with article 7 by
a board of trustees elected in the manner prescribed by the articles of incorpora-
tion of the association.

The secretary and treasurer of each relief association shall each furnish a
corporate bond to the association for the faithful performance of their duties, in
amounts as the association from time to time may determine. Each relief
association shall be and is hereby authorized to pay the premiums on such
bonds from its general fund.

Sec. 26. Minnesota Statutes 1988, section 424A.001, subdivision 7, is
amended to read:

Subd. 7. FIDUCIARY RESPONSIBILITY. In the discharge of their respec-
tive duties, the officers and trustees shall be held to the standard of care enumer-
ated in section 11A.09. In addition, the trustees must act in accordance with

article 7.

Each member of the board is a fiduciary and shall undertake all fiduciary

manner consistent with article 7. No fiduciary of a relief association shall cause
a relief association to engage in a transaction if the fiduciary knows or should
know that a transaction constitutes one of the following direct or indirect trans-

actions:
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(1) sale or exchange or leasing of any real property between the relief
association and a board member;

(2) lending of money or other extension of credit between the relief associa-
tion and a board member or member of the relief association;

(3) furnishing of goods, services, or facilities between the relief association
and a board member; or

(4) transfer to a board member, or use by or for the benefit of a board
member, of any assets of the relief association. Transfer of assets does not mean
the payment of relief association benefits or administrative expenses permitted
by law.

Sec. 27. Minnesota Statutes 1988, section 424A.04, subdivision 2, is amended
to read:

Subd. 2. FIDUCIARY DUTY. ¥ shalt be the duty of The board of trustees
to faithfully administer any provisions of statute or speeial law applicable to the
relief asseeiation without prejudiee and shall undertake their activities consist-
ent with the expressed intent of the legisiature: The members of the beard shall
aet a3 trustees with & fidueiary oblipation to the state of Minneseta which
autherized the ereation of the relief association; to the taxpayers who aid in its
finaneing; and to the firefighters whoe are its beneficiaries article 7.

Sec. 28. [490.021] ADMINISTRATION OF VARIOUS JUDGES RETIRE-
MENT PLANS.

The Minnesota state retirement system shall administer the judges retire-
ment plans established by sections 490.025 to 490.12 in accordance with article
7.

Sec. 29. Minnesota Statutes 1988, section 490.122, is amended to read:
490,122 ADMINISTRATION OF JUDGES’ RETIREMENT.

The policy-making, management, and administrative functions governing
the operation of the judges’ retirement fund and the administration of sections
496:625 490.121 to 490.132 shalt be are vested in the board of directors and
executive director of the Minnesota state retirement system with such duties,
authority, and responsibility as are provided in chapter 352. Except as otherwise
specified, no provision of chapter 352 shall apply applies to the judges’ retire-
ment fund or any judge. Fiduciary activities of the uniform retirement
and survivors’ annuities for judges must be undertaken in a manner consistent |
with article 7. |

Sec. 30. EFFECTIVE DATE. |
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ARTICLE 9
OTHER TEACHERS’ RETIREMENT ASSOCIATIONS PROVISIONS

Section 1. Minnesota Statutes 1988, section 11A.19, is amended by adding
a subdivision to read:

Subd. 9. Effective Jun€ 30, 1989, all assets of the variable annuity invest-
ment fund must be transferred to the Minnesota combined investment funds to
the credit of the teachers retirement fund established under chapter 354.

Sec. 2. Minnesota Statutes 1988, section 354.50, is amended by adding a
subdivision to read:

Subd. 5. Notwithstanding section 354.62, subdivision 5, clause (4), a mem-
ber who received a refund of variable account accumulations may repay this
refund to.the member’s formula account under this section,

Sec. 3. Minnesota Statutes 1988, section 354.62, subdivision 2, is amended
to read:

Subd. 2. INDIVIDUAL ELECTION. Each member of the teachers retire-
ment association may elect to participate in the variable annuity division by
filing a written notice with the board of trustees on forms provided by the board.

(1) Employee variable annuity contributions to the variable annuity division
shall be pursuant to the option available in section 354.44, subdivision 7, the
employee variable annuity contributions shall be an amount equal to one-half of
the employee rates specified in section 354.42, subdivision 2.

(2) Employer variable annuity contributions shall be an amount equal to the
employee variable annuity contributions provided in clause (1). The deficiency
in equal employer variable annuity contributions which shall exist prior to July
1, 1975 shall be recovered from the additional employer contributions made
prior to July 1, 1975 pursuant to section 354.42, subdivision 5.

(3) There shall be provided for members participating in the variable annui-
ty division a separate account for each member which will show the member’s
variable account accumulations as defined in section 354.05, subdivision 23.
The board shall establish such other accounts in the variable annuity division as
it deems necessary for the operation of this provision.

(4) After June 30, 1974 there shall be no new participants in this program.

(5) Any active member currently participating in the variable annuity divi-
sion may elect to cease participation in the variable annuity division effective
the July 1 following the filing of a written notice with the board of trustees on
forms provided by the board. If this election is made, all future contributions
will go to the formula program.
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(6) Effective May 16, 1989, all active and inactive members with variable
account accumulations must have their formula service credit covered by the
full formula program percentages specified in section 354.44, subdivision 6.
Each active and inactive member’s variable account accumulations must be
transferred to the member’s formula account and this amount must become part
of the member’s accumulated deductions. An equal employer contribution
amount must be transferred to the regular fund of the association. These

transfers must include any employee and employer contributions made after
June 30, 1988. :

Sec. 4. Minnesota Statutes 1988, section 354.62, is amended by adding a
subdivision to read:

Subd. 7. TRANSFER. Effective June 30, 1989, all persons receiving benefits

required reserves transferred to the Minnesota postretirement investment fund.
Benefit payments from the Minnesota postretirement investment fund must be
in the same amount as benefit payments from the variable annuity reserve
account but any future jncreases on these amounts must be based on the increases
applicable to the Minnesota postretirement investment fund as determined under

al required reserves, including the required reserves for the first increase, that
must be transferred from the variable annuity fund to the Minnesota postretire-
ment investment fund must be transferred from the turnover account of the
variable annuity fund. After this transfer of additional required reserves, any
remaining balance in the turnover account of the variable annuity fund must be
transferred to the regular fund of the asscciation.

Sec. 5. ENTITLEMENT TO ANNUITY.

Notwithstanding any requirement of prior law that a member or former
member have 20 years of service credit in order for a surviving spouse to receive
a joint and survivor annuity under the teachers’ retirement association formula
program established in Minnesota Statutes, section 354.46, a surviving spouse of
a person who met the following qualifications is entitled to receive the second
portion of a 100 percent joint and survivor annuity under the formula program;

(1) the person was age 55 or older at the time of death;

(2) the person had at least 19 years of service credit in the teachers’ retire-
ment association; and

(3) the sum of the person’s service credit in the teachers’ retirement associa-
tion plus the person’s employment at the University of Minnesota exceeds 20
years.

The payments due under this section do not include postretirement adjust-
ments that would have been granted between the time of the member or former
member’s death and the effective date of this section.
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investment, for deposit in the postretirement investment fund, money equal to
the reserves required to fund the benefits payable under this section,

Sec. 6. EFFECTIVE DATE.

applies retroactively to the surviving spouses of persons who died after January
1, 1977. Annuity payments due under section 5 must begin after the date of
final enactment. No payments are due for the period of time before the effective
date of section 3.

ARTICLE 10

VOLUNTEER FIREFIGHTERS

Section 1. Minnesota Statutes 1988, section 423A.01, subdivision 2, is
amended to read:

Subd. 2. OPERATION OF LOCAL RELIEF ASSOCIATION UPON MOD-
IFICATION OF RETIREMENT COVERAGE FOR NEWLY HIRED POLICE
OFFICERS AND FIREFIGHTERS. The following provisions shall govern the
operation of a local relief association upon the modification of retirement cover-
age for newly hired police officers or firefighters:

(1) The minimum obligation of a municipality in which the retirement
coverage for newly hired police officers or salaried firefighters has been modified
pursuant to subdivision ! with respect to the local relief association shall be
determined and governed in accordance with the provisions of sections 69.77,
356.215 and 356.216, except that the normal cost calculation for the relief
association shall be computed as a percentage of the compensation paid to the
active members -of the relief association. The compensation paid to persons
with retirement coverage modified pursuant to subdivision 1 shall not be includ-
ed in any of the computations made in determining the obligation of the munici-
pality with respect to the local relief association.

(2) The contribution rate of members of the local relief association shall be
governed by section 69.77, unless a special law establishing a greater member
contribution rate is applicable whereupon it shall continue to govern. The
member contribution rate of persons with retirement coverage modified pursu-
ant to subdivision I shall be governed by section 353.65.

(3) Unless otherwise provided for by law, when every active member of the
local relief association retires or terminates from active duty, the local relief
association shall cease to exist as a legal entity and the assets of the special fund
of the relief association shall be transferred to a trust fund to be established by
the appropriate municipality for the purpose of paying service pensions and

New language is indicated by underline, deletions by strikeout.

Copyright © 1989 by the Office of the Revisor of Statutes, State of Minnesota. All Rights Reserved.



2063 LAWS of MINNESOTA for 1989 Ch. 319, Art. 10

retirement benefits to recipient beneficiaries. Recipient beneficiaries who are
competent to act on their own behalf shall be entitled to select the prescribed
number of trustees of the trust fund as provided in this clause, subject to the
approval of the governing body of the municipality. If there are at least five
recipient beneficiaries, the trust fund shall be managed by a board of trustees
composed of five persons selected by the recipient beneficiaries of the fund.
. ‘When there are fewer than five recipient beneficiaries, the number of trustees
selected by the recipient beneficiaries shall be equal to the number of the remain-
ing recipient beneficiaries. The governing body of the municipality shall select
the additional trustees. The term of the elected members of the board of
trustees shall be indefinite and shall continue until a vacancy occurs in one of
the board of trustee member positions. Board of trustee members shall not be
compensated for their services, but shall be reimbursed for any expenses actually
and necessarily incurred as a result of the performance of their duties in their
capacity as board of trustee members. The municipality shall perform whatever
services are necessary to administer the trust fund. When all obligations of the
trust fund are paid, the balance of the assets remaining in the trust fund shall
revert to the municipality for expenditure for law enforcement or firefighting
purposes, whichever is applicable.

(4) The financial requirements of the trust fund and the minimum obliga-
tion of the municipality with respect to the trust fund shall be determined in
accordance with sections 69.77, 356.215 and 356.216 until the unfunded accrued
liability of the trust fund is fully amortized in accordance with section 69.77,
subdivision 2b. The municipality shall provide in its annual budget for at least
the aggregate amount of service pensions, disability benefits, survivorship benefits
and refunds which are projected as payable for the foilowing calendar year, as
determined by the board of trustees of the trust fund, less the amount of assets
in the trust fund as of the end of the most current calendar year for which
figures are available, valued pursuant to section 356.20, subdivision 4, clause
(1)(a), if the difference between those two figures is a positive number.

(5) In calculating the amount of service pensions and other retirement
benefits payable from the local relief association and in calculating the amount
of any automatic post retirement increases in those service pensions and retire-
ment benefits based on the salary paid or payable to active members or escalated
in any fashion, the salary for use as the base for the service pension or retire- ‘
ment benefit calculation and the post retirement increase calculation for the ‘
local relief association shall be the salary for the applicable position as specified
in the articles of incorporation or bylaws of the relief association as of the date |
immediately prior to the effective date of the modification of retirement cover-
age for newly hired personnel pursuant to subdivision 1, as the applicable salary
is reset by the municipality periodically, irrespective of whether retirement cov-
erage for persons holding the applicable position used in calculations is provided
by the relief association or by the public employees police and fire fund. If for
a local salaried firefighters relief association, the specified position no longer
exists because of a reorganization of the fire department as a volunteer fire
department, the percentage increase in the salary of the position of a top grade
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patrol officer in the police department of the municipality must be the basis for

service pension and retirement benefit postretirement increase calculations.

(6) If the modification of retirement coverage implemented pursuant to
subdivision 1 is applicable to a local police relief association, the police state aid
received by the municipality shall be disbursed pursuant to section 69.031,
subdivision 5, clause (2)(c). If the modification of retirement coverage imple-
mented pursuant to subdivision 1 is applicable to a local firefighters’ relief
association, the fire state aid received by the applicable municipality shall be
disbursed as the municipality at its option may elect. The municipality may
elect: (a) to transmit the total fire state aid to the treasurer of the local relief
association for immediate deposit in ¢he special fund of the relief association; or
(b) to apply the total fire state aid toward the employer contribution of the
municipality to the public employees police and fire fund pursuant to section
353.65, subdivision 3; or (c) to allocate the total fire state aid proportionately
between the special fund of the local relief association and employer contribu-
tion of the municipality to the public employees police and fire fund on the basis
of the respective number of active full time salfaried firefighters receiving retire-
ment coverage from each.

Sec. 2. Minnesota Statutes 1988, section 424A.01, subdivision 2, is amended
to read:

Subd. 2. STATUS OF SUBSTITUTE OR PROBAHONARY VOLUN-
TEER FIREFIGHTERS. No person who is serving as a substitute of & proba-
tiepary volunteer firefighter shall be deemed to be a firefighter for purposes of
chapter 69 or this chapter nor shall be authorized to be a member of any
volunteer firefighters’ relief association governed by chapter 69 or this chapter.

Sec. 3. Minnesota Statutes 1988, section 424A.02, subdivision 1, is amended
to read:

Subdivision 1. AUTHORIZATION. A#n¥ A relief association, when its arti-
cles of incorporation or bylaws so provide, may pay out of the assets of its
special fund a service pension to each of its members who: (1) separates from
active service with the fire department; (2) reaches the age of 50 years; (3)
completes at least ten five years of active service as an active member of the
municipal fire department to which the relief association is associated; (4) com-
pletes at least ten five years of active membership with the relief association
prier to before separation from active service; and (5) complies with any addi-
tional conditions as to age, service, and membership whiek that are prescribed
by the bylaws of the relief association. The service pension may be paid whether
or not the municipality or nonprofit firefighting corporation to which the relief
association is associated qualifies for fire state aid under chapter 69. In the case
of a member who has completed at least ten five years of active service as an
active miember of the fire department to which the relief association is associ-
ated on the date that the relief association is established and incorporated, the
requirement that the member complete at least ten five years of active member-
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ship with the relief association prier to before separation from active service
may be waived by the board of trustees of the relief association if the member
completes at least ten five years of inactive membership with the relief associa-
tion prier to before the payment of the service pension. During the period of
inactive membership, the member shell is not be entitled to receive eny disabili-
ty benefit coverage, shelt is not be entitled to receive any additional service
credit towards computation of a service pension, and shall be deemed is consid-
ered to have the status of a person entitled to a deferred service pension purse-
ant te under subdivision 7.

No municipality or nonprofit firefighting corporation is autherized te may
delegate the power to take final action in setting a service pension or ancillary
benefit amount or level to the board of trustees of the relief association or to
approve in advance a service pension or ancillary benefit amount or level equal
to the maximum amount or level svhiek that this chapter would allow rather
than a specific dollar amount or level,

No relief association as defined in section 424A.001, subdivision 4, shal
may pay a service pension or disability benefit to any a former member of the
relief association if that person has not separated from active service with the
fire department to which the relief association is directly associated.

For the purposes of this chapter, “to separate from active service” means to
cease to perform fire suppression duties and to cease to supervise fire suppres-
sion duties.

Sec. 4. Minnesota Statutes 1988, section 424A.02, subdivision 2, is amended
to read:

Subd. 2. NONFORFEITABLE PORTION OF SERVICE PENSION. If
the articles of incorporation or bylaws of a relief association so provide, a relief |
association may pay a reduced service pension to a retiring member who has |
completed fewer than 20 years of service. The reduced service pension may be
paid when the retiring member meets the minimum age and service require-
ments of subdivision 1.

The amount of the reduced service pension shell may not exceed the amount
calculated by multiplying the service pension appropriate for the completed
years of service as specified in the bylaws times the applicable nonforfeitable
percentage of pension. The applieable nonforfeitable percentage of pension
amounts are as follows:

Completed Years of Service Nonforfeitable Percentage
of Pension Amount

40 percent
44 percent
48 percent
52 percent

56 percent
60 percent

ool ~ionwn

—
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11 64 percent
12 . 68 percent
13 72 percent
14 76 percent
15 80 percent
16 84 percent
17 88 percent
18 92 percent
19 96 percent
20 and thereafter. 100 percent

Sec. 5. Minnesota Statutes 1988, section 424A.02, subdivision 7, is amended
to read: .

Subd. 7. DEFERRED SERVICE PENSIONS. A member of a relief associ-
ation to which this section applies is entitled to a deferred service pension if the

member:

(1) has completed the lesser of the minimum period of active service with
the fire department specified in the bylaws or 20 years of active service with the

fire department;

(2) has completed at least ten five years of active membership in the relief
association; and

(3) separates from active service and membership prier te before reaching
the age of 50 years or the minimum age for retirement and commencement of a
service pension specified in the bylaws governing the relief association if that age
is greater than the age of 50 years. The deferred service pension shell eommenee
starts when the former member reaches the age of 50 yeass or the minimum age
specified in the bylaws governing the relief association if that age is greater than
the age of 50 years and when the former member makes a valid written applica-
tion. Amy A relief association whieh that provides a lump sum service pension
may, when its governing bylaws so provide, pay interest on the deferred lump
sum service pension during the period of deferral. If provided for, interest shak
must be paid at the rate actually earned by the relief association, but not to
exceed the interest rate specified in section 356.215, subdivision 4d, and shel
must be compounded annually based on calendar year balances. The deferred
service pension shelt be is governed by and shall must be calculated pursuant to
any under the general statute, special law, relief association articles of incorpora-
tion, or relief association bylaw provisions applicable as ef on the date on which
the member separated from active service with the fire department and active
membership in the relief association.

Sec. 6. Minnesota Statutes 1988, section 424A.02, subdivision 13, is amended
to read:

Subd. 13. COMBINED SERVICE PENSIONS. If the articles of incorpo-
ration or bylaws of the associations so provide, a volunteer firefighter with total
service credit of ten years or more, if every affected relief association does not
require only a five-vear service vesting requirement, or five years or more, if
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every affected relief association requires only a five-year service vesting require-
ment, as a member of two or more relief associations is entitled, when otherwise
qualified, to a prorated service pension from each association in which the
member has twe years one year or more of service credit. The prorated service
pension must be based on the service pension amount in effect for the relief
association on the date volunteer firefighting services covered by that relief
association terminate. To receive a service pension under this subdivision, the
firefighter must become a member of the second or succeeding association and
give notice of membership to the prior association within two years of termina-
tion of active service with the prior association. The notice must be attested to
by the association secretary.

Sec. 7. Minnesota Statutes 1988, section 424A.10, is amended to read:

424A.10 STATE SUPPLEMENTAL BENEFIT; VOLUNTEER FIREFIGHT-
ERS,

Subdivision 1. DEFINITION. For purposes of this section, “qualified recip-
ient” means an individual who receives an inveluntary a lump sum distribution
of pension or retirement benefits from a firefighters® relief association for service
performed as a volunteer firefighter.

Subd. 2. PAYMENT OF SUPPLEMENTAL BENEFIT. Upon the pay-
ment by a firefighters’ relief association of an invelusntary a lump sum distribu-
tion to a qualified recipient, the association must pay a supplemental benefit to
the qualified recipient. Notwithstanding any law to the contrary, the relief
association may pay the supplemental benefit out of its special fund. The
amount of this benefit equals ten percent of the regular inveluatary lump sum
distribution that is paid on the basis of service as a volunteer firefighter. In no
case may the amount of the supplemental benefit exceed $1,000.

Subd. 3. STATE REIMBURSEMENT. By February 15 of each year, the
relief association shall apply to the commissioner of revenue for state reimburse-
ment of the amount of supplemental benefits paid under subdivision 2 during
the preceding calendar year. By March 15 the commissioner shall reimburse the
relief association for the amount of the. supplemental benefits paid to qualified
recipients. The commissioner of revenue shall prescribe the form of and sup-
porting information that must be supplied as part of the application for state
reimbursement. The reimbursement payment must be deposited in the special
fund of the relief association.

Subd. 4. IN LIEU OF INCOME TAX EXCLUSION. The supplemental
benefit provided by this section is in lieu of the state income tax exclusion for
ivvoluntary lump sum distributions of retirement benefits paid to volunteer
firefighters. If the law is modified to exclude or exempt volunteer firefighters’
lump sum distributions from state income taxation, the supplemental benefits
under this section may no longer be paid beginning with the first calendar year
in which the exclusion or exemption is effective. This subdivision does not
apply to exemption of all or part of a lump sum distribution under section
290.032 or 290.0802.
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Sec. 8. REPEALER.
Minnesota Statutes 1988, section 424A.01, subdivision 3a, is repealed.

ARTICLE 11
LOCAL POLICE AND FIREFIGHTERS

Section 1. Minnesota Statutes 1988, section 353.64, is amended by adding
a subdivision to read:

Subd. 9. PENSION COVERAGE FOR CERTAIN SHERIFFS’ ASSOCI-
ATION EMPLOYEES. A former member of the association who is an employ-
ee of the Minnesota sheriffs’ association may elect to be a police and fire fund
member with respect to service with the sheriffs’ association, if written election

later.

Employee and employer contributions for past service are the obligation of
the emplovee, except that the Minnesota sheriffs’ association may pay the employ-
er contributions. The employer shall, in any event, deduct necessary future
contributions from the employee’s salary and remit all contributions to the

association as required by this chapter.

Persons who become association members under this section shall not be
eligible for election to the board of trustees.

Sec. 2. Laws 1955, chapter 151, section 13, as amended by Laws 1963,
chapter 271, section 7; Laws 1971, chapter 549, section 2; Laws 1980, chapter
600, section 14; and Laws 1983, chapter 47, sec’tion 1, is amended to read:

Sec. 13. The association shall pay a pension to the surviving spouse or any
child under 18 years of age of any pensioned and retired member, or to the
surviving spouse or any child under 18 years of age of any member who dies
while in the service of the city police department, or to the surviving spouse or
any child under 18 years of age of any member who, after being 2 member of the
city police department for not less than 20 years, severs his or her connection
with the department, and dies before attaining the age of 50 years. The associa-
tion shall pay to any such surviving spouse a pension of 20 not less than 22-1/2
units nor more than 27-1/2 units per month, as the bylaws of the association
provide, subject to Minnesota Statutes, section 69.77, subdivision 2i. The asso-
ciation shall pay to any such child under 18 years of age a pension of five units
per month until the child attains the age of 18 years, provided, however, that if
such child is married at the time of the death of the member or marries or
becomes legally adopted after the death of the member, the child shall not be
entitled to such benefits. If the surviving spouse and children reside together,
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the pension payable to the children shall be paid to the surviving spouse and
shall be used for the support of the children. If a surviving spouse remarries, the
pension immediately ceases and the association shall not make any further
pension payments; provided further that if the remarriage terminates for any
reason, the surviving spouse, whose benefit terminated solely because of remar-
riage, shall be entitled upon reapplication to a surviving spouse’s benefit; provid-
ed, however, that such person shall not be entitled to retroactive payments for
any period of time, prior to the effective date of this act or reapplication,
whichever is later. For the purposes of this section, all provisions governing a
child under 18 shall be extended to include a full time student under the age of
23,

Sec. 3. AMENDMENT AUTHORIZED.

Subdivision 1. AUTHORIZATION. Subject to Minnesota Statutes, section
69.717, subdivision 2i, the Mankato fire department relief association may amend
its constitution and bylaws to provide for payment of disability benefits to active
regular salaried firefighters who, because of medically determinable sickness or
injury, are unable to perform their duties as firefighters, regardless of whether

Subd. 2. REGULAR SALARIED FIREFIGHTER NONDUTY DISABILI-
TY BENEFIT AMOUNT. The nonduty disability benefit for regular salaried
firefighters must not exceed the amount of the duty disability benefit.

Sec. 4. Laws 1982, chapter 574, section 5, as amended by Laws 1985,
chapter 261, section 16, is amended to read:

Sec. 5. VIRGINIA POLICE; BENEFIT CHANGES FOR PARTICI-
PANTS.

If the bylaws so authorize, the following changes shall be effective:

(a) The service pension payable to persons who retired from the police
department on or before January 12, 1966, shall be supplemented by $+66 $200
per month,

(b) For any participant who terminated employment after 20 of mere years
of service, the amount of the monthly service pension payable after the partici-
pant has attained the age of at least 50 years shall be equal to ene-half 50
percent of the prevailing pay of a police officer of the rank and position held by
the participant for a period of at least six months prior to termination of service,
or to the rank and position most analogous thereto, plus an additional one
60 percent, payable by the police department in each month during which the
retired participant receives a service pension,

(c) The amount of a monthly disability pension shall be equal to one-half of
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the prevailing pay of a police officer of the rank and position held by the
participant for a period of at least six months prior to his or her disability or the
rank and position most analogous thereto, payable by the police department in
each month during the period of the participant’s disability, subject to any
integration of benefits. Disability pensions payable for disabilities incurred on
or before January 11, 1967, are increased by $100 per month.

(d) The benefit paid to the surviving spouse of a participant who died on or
before January 11, 1967, shall be increased by $56 $100 per month, with benefits
payable until the surviving spouse’s death or remarriage.

(e) The benefit paid to a surviving child shall be increased to $50 per child
per month, subject to any limitation placed on the total amount of survivor’s

benefits.

Sec. 5. MINNETONKA VOLUNTEER FIREFIGHTERS RELIEF ASSO-
CIATION; INCREASED NONFORFEITABLE SERVICE PENSION PERCENT-
AGE.

Notwithstanding any provision of Minnesota Statutes, section 424A.02, sub-
division 2; to the contrary, if the articles of incorporation or the bylaws of the
relief association so provide, subject to Minnesota Statutes, section 424A.02,
subdivision 10, the Minnetonka volunteer firefighters relief association may pay
a service pension fo a retiring member who meets the minimum age, service,
and other requirements of Minnesota Statutes, section 424A.02, subdivision 1.
The amount of the service pension is that portion of a service pension payable
with 20 years of service that full years of service credited by the relief associa-
tion bear to 20 years of service.

Sec. 6. EVELETH POLICE AND FIREFIGHTERS; BENEFIT INCREASE,

Notwithstanding any general or special law to the contrary, in addition to
other benefits payable, retirement benefits payable to retired police officers and
firefighters and their surviving spouses by the Eveleth police and fire trust fund
may be increased by $100 a month. Increases may be made retroactive to

January 1, 1989.

Sec. 7. BLOOMINGTON VOLUNTEER FIREFIGHTERS RELIEF ASSO-
CIATION; DUTY DISABILITY BENEFIT.

Notwithstanding any provision of Minnesota Statutes, section 424A.02, sub-
division 9, or any other law to the contrary, the Bloomington firefighters relief
association may provide a duty disability benefit to a volunteer firefighter who:

(1) becomes disabled from a medically determinable injury or illness arising
out of or occurring in the course of the line of duty;

amount of a service pension payable to a retiring firefighter with 20 years of
service; and
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(3) complies with any other requirement specified in the bylaws of the
association.

The duty disability benefit must be equal to the of the
pension payable to a retiring firefighter with 20 years of service.

A Bloomington volunteer firefighter who has received a duty-related disabil-
ity benefit and who returns to active firefighting duties with the Bloomington fire
department must accrue service credit towards a service pension for the period
of the receipt of the duty-related disability benefit.

Sec. 8. NONDUTY DISABILITY BENEFIT.

The Bloomington firefighters relief association may provide a volunteer
firefighter who becomes disabled from an injury or illness not arising out of or
not occurring in the course of the line of duty with a disability benefit as the
bylaws of the relief association specify, subject to the provisions of Minnesota
Statutes, section 424A.02, subdivision 9,

Sec. 9. Laws 1965, chapter 446, section 2, is amended to read:
Sec. 2. DUTY-RELATED DEATH SURVIVOR BENEFITS.

Notwithstanding Minnesota Statutes, section 424A.02, subdivision 9, or any
other provision of law to the contrary and in lieu of the widews pensien surviv-
ing spouse benefit provided in Minnesota Statutes, Section 424.24, the firemen’s
firefighters relief association in the city of Bloomington may provide a pension
surviving spouse benefit to the swidew surviving spouse of a volunteer fireman

Minnesota Statutes, Section 424.24; of net mere than & sum. The surviving
spouse benefit must not exceed an amount equal to ene fourth of the salary as
payable from time to time during the period of pension payment to policemen
of the highest grade; not including officers of the pelice department; in the
employ of the eity; such pension to three-quarters of the amount of the service
pension payable to a retiring firefighter with 20 years of service. The surviving
spouse benefit must be paid as the bylaws of the association provide for hes
natural life; provided that if she remarry; sueh pensien shall upon remarriage,
the surviving spouse benefit must cease to accrue and terminate as of the date of
her remarriage.

In event If there is a surviving child or there are surviving children of a
deceased firefighter who suffered a duty-related death as provided in Minnesota
Statutes, Section 424.24, the firemen’s relief association of the eity of Bloeming-
top may provide for a pension of not more than four pereent of the monthly ‘
salary as payable from time to time during the period of pension payment to |
policemen of the highest grade; not including efficers of the department; in the
employ of the eity; surviving child benefit. The surviving child benefit must not
exceed an amount equal to 12 percent of the amount of the service pension
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pavable to a retiring firefighter with 20 yvears of service for each child up to the
time each child reaches the age of not less than 16 years or more than 18 years
as the bylaws of the association provide: provided;, The total pension hereunder
survivor benefits for the widew surviving spouse and children of the deceased
member shall not exceed ene third of the menthly salary of a policeman of the
highest grade; not including officers of the police department; in the empley of

with 20 years of service during the period of the pensien payment.

Sec. 10. Laws 1965, chapter 446, section 3, is amended to read:

Sec. 3. DUTY-RELATED DEATH SURVIVING CHILD BENEFITS IN
CERTAIN INSTANCES. The firemen’s Bloomington firefighters relief associa-
tion eof the eity of Bleomington may provide a pension surviving child benefit
for the child or the children of a deceased sessbers member with a duty-related
death after the death of their methers the surviving spouse, of suek the amount
as the board of trustees of the association shelt deem considers necessary to
properly support sueh the child or the children until they reach an the age of not
more than 18, as the bylaws of the association provide; previded. The total
pensien hereunder surviving child benefit for the child or the children of the
deceased member shall not exceed & sum an amount equal to ene third ef the

monthly salary of & policeman of the highest grade; not including officers of the

pension payable to a retiring firefighter with 20 years of service during the
period of the pension survivor benefit payment.

Sec. 11. NONDUTY-RELATED DEATH SURVIVOR BENEFITS.

The Bloomington firefighters relief association may provide the surviving
spouse, surviving child or surviving children of a volunteer firefighter who dies

line of duty with a survivor benefit as the bylaws of the relief association specify,
subject to the provisions of Minnesota Statutes, section 424A.02, subdivision 9.

Sec. 12. BYLAW AMENDMENT.

association shall amend their articles of incorporation and bylaws to ensure that
retired members of the police department and fire department are represented

of trustees of the St. Paul fire department relief association in the same propor-
tion that the number of retired members in each relief association bears to the
total membership of each relief association. However, retired members of the
St. Paul police relief association and the St. Paul fire department relief associa-
tion are never entitled under the articles of incorporation or bylaws to more

ations.

Sec. 13. REPEALER.
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Laws 1967, chapter 815; Laws 1978, chapter 683; and Laws 1981, chapter
224, sections 2 and 5, are repealed.

Sec. 14. EFFECTIVE DATES.

Subdivision 1. Section 2 is by the St. Paul city
council and compliance with Minnesota Statutes, section 645.021, subdivision 3.

Subd. 2. Section 3 is effective upon approval by the Mankato city council
and compliance with Minnesota Statutes, section 645.021, subdivision 3.

Subd. 3. Section 4 is effective upon approval by the Virginia city council
and compliance with Minnesota Statutes, section 645.021, subdivision 3.

Subd. 4. Section 5 is effective upon approval by the governing body of the
city of Minnetonka and compliance with Minnesota Statutes, section 645.021,
subdivision 3.

Subd. 5. Section 6 is effective upon approval by the Eveleth city council
and compliance with Minnesota Statutes, section 645.021, subdivision 3.

Subd. 6. Sections 7 to 11 are effective upon approval by the governing body

of the city of Bloomington and compliance with Minnesota Statutes, section
645.021, subdivision 3.

Subd. 8. Section 1 is effective July 1, 1989,

ARTICLE 12
HIGHER EDUCATION SUPPLEMENTAL PLAN

Section 1. Minnesota Statutes 1988, section 136.80, subdivision 1, is amended
to read: ‘ '

Subdivision 1. A The supplemental retirement plan for personnel employed
by the state university board and the state board for community colleges who
are in the unclassified service of the state commencing July 1 following the
completion of the second year of their full time contract is hereby established
and shall be governed pursuant to sections 136.81 to 136.85. Any An unclas-
sified employee who is employed by the state university board or the state board
for community colleges in subsidized on-the-job training, work experience, or
public service employment as an enrollee under the federal comprehensive employ-
ment and training act shall may not be included in the supplemental retirement
plan provided for in sections 136.81 to 136.85 frem ané after March 30, 1978,
unless the unclassified employee has as of the later of March 30, 1978, or the
date of employment sufficient service credit in the retirement fund providing
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primary retirement coverage to meet the minimum vesting requirements for a
deferred retirement annuity, or the board agrees in writing to make the employ-
er contribution required by section 136.81 on account of that unclassified employ-
ee from revenue sources other than funds provided under the federal compre-
hensive employment and training act, or the unclassified employee agrees in
writing to make the employer contribution required by section 136.81 in addi-
tion to the member contribution.

Sec. 2. Minnesota Statutes 1988, section 136.81, subdivision 1, is amended
to read:

Subdivision 1. DEDUCTIONS. Fhere shall be dedueted The state universi-
ty board and the state board for community colleges shall deduct from the salary
of each person described in section 136.80, subdivision 1, a sum equal to five
percent of the pertien of the person’s annual salary paid between $6,000 and
$15,000. The deduction is t& must be made in the same manner as other
retirement deductions are made from the salary of the person enly after the first
$6;000 has been paid in & fiseal year. The state employer shall make a contribu-
tion to the plan on behalf of every covered person in an amount equal to the
deductions made from the salary of the person. If an agreement is made under
section 356.24 for additional employer contributions, an amount equal to the
additional employer contribution must be deducted from the person’s annual
salary above $15,000 as specified in this subdivision. The meneys se money
deducted and the state contribution shalt must be deposited to the credit of the
state university and community college supplemental retirement plan account of
the teachers retirement fund. The account is hereby established and shall must
be separate and distinct from other funds, accounts, or assets of the teachers
retirement fund. The money required to meet the obligation of the state employ-
er as provided in this subdivision shell must be contributed to the executive
director of the teachers retirement association by the state employer.

Any Deductions whieh are taken from the salary of a person for the supple-
mental retirement plan in error shalt must, upon discovery and verification, be
refunded to the person. The retirement board shall establish a reserve shiek
shall refleet reflecting any gains or losses realized due to the purchase and
redemption of shares representing salary deductions and state employer contri-
butions whieh svere made in error. The balance of the reserve sha#t must be
credited annually to the cancellation reserve established pursuant to under sec-
tion 136.82, subdivision 1, clause (5).

If any payroll deductions whieh are required pursaant to under this section
are omitted, the deductions shell must be remitted to the supplemental retire-
ment plan investment account of the teachers retirement association within one
year from the end of the fiscal year in which the deductions were due, and, at
the time of the receipt of the omitted deductions, the required state contribution

shell thea must be made.

Sec. 3. Minnesota Statutes 1988, section 356.24, is amended to read: .
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356.24 SUPPLEMENTAL PENSION OR DEFERRED COMPENSA-
TION PLANS, RESTRICTIONS UPON GOVERNMENT UNITS.

(a) It is unlawful for a school district or other governmental subdivision or
state agency to levy taxes for, or contribute public funds to a supplemental
pension or deferred compensation plan that is established, maintained, and
operated in addition to a primary pension program for the benefit of the govern-
mental subdivision employees other than:

(1) to a supplemental pension plan that was established, maintained, and
operated before May 6, 1971;

(2) to a plan that provides solely for group health, hospital, disability, or
death benefits, to the individual retirement account plan established by sections
354B.01 to 354B.04;

(3) to a plan that provides solely for severance pay under section 465.72 to
a retiring or terminating employee; o

(4) for employees other than personnel employed by the state university
board or the community college board and covered by section 136.80, subdivi-
sion 1, to the state of Minnesota deferred compensation plan under section
352.96, if provided for in a personnel policy or in the collective bargaining
agreement of the public employer with the exclusive representative of public
employees in an appropriate unit, in an amount matching employee contribu-
tions on a dollar for dollar basis, but not to exceed an employer contribution of
$2,000 a year per employee; or

(5) for personnel employed by the state university board or the community
college board and covered by section 136.80, subdivision 1, to the supplemental
retirement pli n under sections 136.80 to 136.85, if provxded for in a personnel
policy or in the collective bargaining agreement of the public employer with the
exclusive r epresentatlv ¢ of the covered employees in an appropnate unit, in an

exceed an employer contribution of $2,000 a year for each em mgloye

(b) No change in benefits or employer contributions in a supplemental
pension plan to which this section applies after May 6, 1971, is effective without
prior legislative authorization.

|
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ARTICLE 13
BENEFIT CHANGES

Section 1. Minnesota Statutes 1988, section 352.01, subdivision 19, is
amended to read:

Subd. 19. RETIREMENT. “Retirement” means the time after a state employ-
ee is entitled to an accrued annuity, as defined in subdivision 21, payable under
an application for annuity filed in the office of the system as provided in section
352.115, subdivision 8 or, in the case of an employee who has received a
disability benefit, when that employee reaches normal retirement age 65.

Sec. 2. Minnesota Statutes 1988, section 352.01, is amended by adding a
subdivision to read:

Subd. 25. NORMAL RETIREMENT AGE. “Normal retirement age” means
age 65 for a person who first became a covered employee before July 1, 1989,
For a person who first becomes a covered employee after June 30, 1989, normal
retirement age means the higher of age 65 or “retirement age,” as defined in
United States Code, title 42, section 416(1), as amended.

Sec. 3. Minnesota Statutes 1988, section 352.04, subdivision 2, is amended
to read:

Subd. 2. EMPLOYEE CONTRIBUTIONS. The employee contribution to
the fund must be equal to 373 4.34 percent of salary, beginning with the first
full pay period after June 30, 1984 1989. These contributions must be made by
deduction from salary as provided in subdivision 4.

Sec. 4. Minnesota Statutes 1988, section 352.04, subdivision 3, is amended
to read:

Subd. 3. EMPLOYER CONTRIBUTIONS. The employer contribution to
the fund must be equal to 3:98 4.51 percent of salary beginning with the first full
pay period after June 30, 1984 1989.

Sec. 5. Minnesota Statutes 1988, section 352.113, subdivision 1, is amended
to read: :

Subdivision 1. AGE AND SERVICE REQUIREMENTS. Any employee
covered by the system who is less than 65 years old normal retirement age who
becomes totally and permanently disabled after five three or more years of
allowable service is entitled to a disability benefit in an amount provided in
subdivision 3. If the disabled employee’s state service has terminated at any
time, the employee must have at least three two years of allowable service after
last becoming a state employee covered by the system.

Sec. 6. Minnesota Statutes 1988, section 352.113, subdivision 12, is amended
to read:
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Subd. 12, RETIREMENT STATUS AT NORMAL RETIREMENT
AGE 65, The disability benefit paid to a disabled employee under this section
ends when the employee reaches normal retirement age 65. If the disabled
employee is still totally and permanently disabled when the employee reaches
normal retirement age 63, the employee shall be considered to be a retired
employee. If the employee had chosen an optional annuity under subdivision 3,
the employee shall receive an annuity in accordance with the terms of the
optional annuity previously chosen. If the employee had not chosen an optional
annuity pursuant to subdivision 3, the employee may then choose to receive
either a normal retirement annuity equal in amount to the disability benefit paid
before the employee reached normal retirement age 6% or an optional annuity as
provided in section 352.116, subdivision 3, The choice of an optional annuity
must be made before reaching pormal retirement age 65. If an optional annuity
is chosen, the choice is effective on the date the employee beeomes 65 years old
attains normal retirement age and the optional annuity shall begin to accrue the
first of the month following the month in which the employee attains €5 this age.

Sec. 7. Minnesota Statutes 1988, section 352.1%5, subdivisijon 1, is amended
to read:

Subdivision 1. AGE AND SERVICE REQUIREMENTS. After separation
from state service, any employee (1) who has attained the age of at least 55 years
and who is entitled to credit for at least five three years allowable service, or (2)
who has received credit for at least 30 years allowable service regardless of age,
is entitled upon application to a retirement annuity.

Sec. 8. Minnesota Statutes 1988, section 352.115, subdivision 2, is amended
to read:

Subd. 2. AVERAGE SALARY. The retirement annuity hereunder payable
at normal retirement age 63 or thereafter must be computed in accordance with
the applicable provisions of the formula stated in subdivision 3, on the basis of
the employee’s average salary for the period of allowable service. This retire-
ment annuity is known as the “normal” retirement annuity.

For each year of allowable service, “average salary” of an employee in
determining a retirement annuity means the average of the highest five suc-
cessive years of salary upon which the employee has made contributions to the
retirement fund by payroll deductions. Average salary must be based upon all
allowable service if this service is less than five years.

“Average salary” does not include the payment of accrued unused annual
leave or overtime paid at time of final separation from state service if paid in a
lump sum nor does it include the reduced salary, if any, paid during the period

the employee is entitled to workers’ compensation benefit payments for tempor-
ary disability.

Sec. 9. Minnesota Statutes 1988, section 352.115, subdivision 3, is amended
to read:
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Subd. 3. RETIREMENT ANNUITY FORMULA. (a) This paragraph, in
conjunction with section 352.116, subdivision 1, applies to a person who became
a covered employee before July 1, 1989, unless paragraph (b), in conjunction
with section 352.116, subdivision la, produces a higher annuity amount, in
which case paragraph (b) will apply. The employee’s average salary, as defined
in subdivision 2, multiplied by one percent per year of allowable service for the
first ten years and 1.5 percent for each later year of allowable service and pro
rata for completed months less than a full year shall determine the amount of
the retirement annuity to which the employee is entitled.

(b) This paragraph applies to a person who first became a covered employee

after June 30, 1989, and to any other employee whose annuity amount, when
calculated under this paragraph and in conjunction with section 352.116, subdi-
vi'sion 1a, is higher than it is when calculated under paragraph (a), in ¢ conjunc-
tion w1th section 352.116, subdivision 1. The employee’s average salary, as

deﬁned in subd1v151on multiplied by 1.5 1.5 percent for each year r of allowable

0_f the retlrement annuity to which the employee is enutled

Sec. 10. Minnesota Statutes 1988, section 352.116, is amended to read:

352.116 ANNUITIES UPON RETIREMENT.

Subdivision 1. REDUCED ANNUITY BEFORE NORMAL RETIRE-
MENT AGE 65. This subdivision applies only to a person who first became a
covered employee before July 1, 1989, and whose annuity is higher when calcu-
lated under section 352.115, subdivision 3, paragraph (a), in conjunction with
this subdivision than when calculated under section 352.115, subdivision 3,
paragraph (b), in conjunction with subdivision la.

(a) Any employee who is eligible for a retirement annuity under section
352. 115 subdivision 1, and who retires before normal retirement age 6§ with

be paid the normal retirement annuity prov1ded in section 352.115, subdivisions
2 and 3, paragraph (a), reduced se that the reduced annuity is the setuarial
equivalent of the apnuity that weuld be payable to by one-quarter of one percent
for each month that the employee if the employee deferred reeeipt i of the annul
ty from the day the annuity begins to aeerue to is under normal retirement age
65 at the time of retirement. Asny An employee who is eligible for a retirement
annuity under section 352.115, subdivision 1, and who retires prior to age 62
with credit for at least 30 years of allowable service shall be paid the normal
retirement annuity provided in section 352.115, subdivisions 2 and 3, paragraph
ureducedmiha%%hefeéueedaﬂnm%yﬂ%heaemaﬂaleqmmmeﬂhem
+y that would be payable to the employee if the employee deferred receipt of the
aﬂﬁmt-yfremtheéaytheaﬂﬂuﬁybegmsfeaeemefe_yone-guane ofone

retirement,

(b) Any person whose attained age plus credited allowable service totals 90
years is entitled, upon application, to a retirement annuity in an amount equal
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to the normal annuity provided in section 352.115, subdivisions 2 and 3, para-
graph (a), without any reduction by reason of early retirement.

Subd. 1a. ACTUARIAL REDUCTION FOR EARLY RETIREMENT. This
subdivision applies to a person who first became a covered employee after June
30, 1989, and to any other employee 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, para-
graph (a), in conjunction with subdivision 1. An 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 annually from
the day the annuity begins to accrue until the normal retirement age.

Subd. 2. NORMAL ANNUITY AT NORMAL RETIREMENT AGE 65,
Any employee who retires after reaching normal retirement age 65 shall be paid
the annuity provided in section 352.115.

Subd. 3. OPTIONAL ANNUITIES. The board shall establish an optional
retirement annuity in the form of a joint and survivor annuity. The board may
also establish an optional annuity in the form of an annuity payable for a period
certain and for life thereafter or establish an optional anauity which takes the
fefmefajem%aﬂdsumvefaﬁﬁm%ypfewdmgthat—ﬁaﬂef%heﬁm%aﬂé
surviver annuity becomes payable; the person with the desipnated remainder
interest in the annuity dies before the former member; the annuity ameunt must
be reinstated to & normal single life annuity amount as of the first day of the
month after the day the person dies. In addition, the board may also establish
an optional annuity that takes the form of an annuity calculated on the basis of
the age of the retired employee at retirement and payable for the period before
the retired employee becomes eligible for social security old age retirement
benefits in a greater amount than the amount of the annuity calculated under
subdivision 2 on the basis of the age of the retired employee at retirement but
equal so far as possible to the social security old age retirement benefit and the
adjusted retirement annuity amount payable immediately after the retired employ-
ee becomes eligible for social security old age retirement benefits and payable for
the period after the retired employee becomes eligible for social security old age
retirement benefits in an amount less than the amount of the annuity calculated
under subdivisions 2 and 3. The social security leveling option may be calcu-
lated based on broad average social security old age retirement benefits. Except -
as provided in subdivision 3a, the optional forms must be actuarially equivalent
to the normal ¢ single life annuity forms provided in sections 352.115 and 352.116,
whichever applies.

Subd. 3a. BOUNCE-BACK ANNUITY. (a) If a retired employee or dis-
abilitant s selects a joint and survivor annuity option under ¢ subdivision 3, the
retired employee or disabilitant must receive a normal single-life annuity if the
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designated optional annuity beneficiary dies before the retired employee or dis-
abilitant. 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.

(b) A retired employee or disabilitant who selected an optional joint and
survivor annuity before July 1, 1989, but did not choose an option that provides
that the normal single-life annuity is payable to the retired employee or the
disabilitant if the designated optional annuity beneficiary dies first, is eligible for
restoration of the normal single-life annuity if the designated optional annuity
beneficiary dies first, without further actuarial reduction of the person’s annuity.
A retired employee or disabilitant who selected an optional joint and survivor
annuity, but whose designated optional annuity beneficiary died before July 1,
1989, shall receive a normal single-life annuity after that date, but shall not
receive retroactive payments for periods before that date.

to elect an optional joint and survivor annuity that provides that the normal
annuity is payable to the retired employee or disabilitant if the designated
optional beneficiary died before July 1, 1989, shall have the annuity increased as
of July 1, 1989, to the amount the person would have received if, at the time of
retirement or disability, the person had selected only optional survivor coverage
that would not have provided for restoration of the normal annuity upon the
death of the designated optional annuity beneficiary. Any annuity or benefit
increase under this paragraph is effective only for payments made after June 30,
1989, and is not retroactive for payments made before July 1, 1989,

Subd. 4. DETERMINING ACTUARIAL EQUIVALENCY. In establishing
the procedure for determining the actuarial equivalency of early retirement
annuities as required under subdivision + la or in establishing actuarial equiva-
lent optional retirement annuity forms as required under subdivision 3, the
board shall obtain the written recommendation of the commission-retained actu-
ary. The recommendations shall be a part of the permanent records of the
board.

Sec. 11. Minnesota Statutes 1988, section 352.12, subdivision 1, is amended
to read:

Subdivision 1. DEATH BEFORE TERMINATION OF SERVICE. If an
employee dies before state service has terminated and neither a survivor annuity
nor a reversionary annuity is payable, or if a former employee who has sufficient
service credit to be entitled to an annuity dies before the benefit has become
payable, the director shall make a refund to the last designated beneficiary or, if
there is none, to the surviving spouse or, if none, to the employee’s surviving
children in equal shares or, if none, to the employee’s surviving parents in equal
shares or, if none, to the representative of the estate in an amount equal to the
accumulated employee contributions plus interest thereon to the date of death at
the rate of five six percent per annum compounded annually. Upon the death of
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an employee who has received a refund that was later repaid in full, interest
must be paid on the repaid refund only from the date of repayment. If the
repayment was made in instaliments, interest must be paid only from the date
installment payments began. The designated beneficiary, surviving spouse, or
representative of the estate of an employee who had received a disability benefit
is not entitled to interest upon any balance remaining to the decedent’s credit in
the fund at the time of death.

Sec. 12. Minnesota Statutes 1988, section 352.12, subdivision 2, is amended
to read:

Subd. 2. SURVIVING SPOUSE BENEFIT. If an employee or former
employee is at least 50 years old and has credit for at least five three years
allowable service or who has credit for at least 30 years of allowable service,
regardless of age, dies before an annuity or disability benefit has become pay-
able, notwithstanding any designation of beneficiary to the contrary, the surviv-
ing spouse of the employee may elect to receive, in lieu of the refund with
interest provided in subdivision 1, an annuity equal to the joint and 100 percent
survivor annuity which the employee could have qualified for had the employee
terminated service on the date of death. The surviving spouse may apply for the
annuity at any time after the date on which the deceased employee would have
attained the required age for retirement based on the employee’s allowable
service. The annuity must be computed as provided in sections 352.1 15, subdi-
visions 1, 2, and 3, and 352.116, subdivisions 1, la, and 3. Sections 352.22,
subdivision 3, and 352,72, subdivision 2, apply to a deferred annuity payable
under this subdivision. The annuity must cease with the last payment received
by the surviving spouse in the lifetime of the surviving spouse. An amount
equal to the excess, if any, of the accumulated contributions credited to the
account of the deceased employee in excess of the total of the benefits paid and
payable to the surviving spouse must be paid to the deceased employee’s last
designated beneficiary or, if none, to the surviving children of the deceased
spouse in equal shares or, if none, to the surviving parents of the deceased
spouse or, if none, to the representative of the estate of the deceased spouse.

Any employee may request in writing that this subdivision not apply and that

payment be made only to a designated beneficiary as otherwise provided by this
chapter.

Sec. 13. Minnesota Statutes 1988, section 352.12, subdivision 6, is amended
to read:

Subd. 6. DEATH AFTER SERVICE TERMINATION. Except as provid-
ed in subdivision 1, if a former employee covered by the system dies and has
not received an annuity, a retirement allowance, or a disability benefit, a refund
must be made to the last designated beneficiary or, if there is none, to the
surviving spouse or, if none, to the employee’s surviving children in equal shares
or, if none, to the employee’s surviving parents in equal shares or, if none, to the
representative of the estate in an amount equal to accumulated employee contri-
butions. The refund must include interest at the rate of five six percent per year
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compounded annually. The interest must be computed to the first day of the
month in which the refund is processed and be based on fiscal year balances.

‘Sec. 14. Minnesota Statutes 1988, section 352.22, subdivision 2, is amended
to read:

Subd. 2. AMOUNT OF REFUND. Except-as provided in subdivision 3,
any person who ceased to be a state employee after June 30, 1973, by reason of
termination of state service shall receive a refund in an amount equal to employ-
ee accumulated contributions plus interest at the rate of five six percent per year
compounded annually. Interest must be computed to the first day of the month
in which the refund is processed and must be based on fiscal year balances.

Sec. 15. Minnesota Statutes 1988, section 352.22, subdivision 3, is amended
to read:

Subd. 3. DEFERRED ANNUITY. (a) Any employee with at least five three
years of allowable service when termination occurs may elect to leave the accu-
mulated contributions in the fund and thereby be entitled to a deferred retire-
ment annuity. This annuity must be computed as provided by the law in effect
when state service terminated, on the basis of allowable service before termina-

tion of service.

(b) An employee on layoff or on leave of absence without pay, except a leave
of absence for health reasons, who does not return to state service shall have any
annuity, deferred annuity, or other benefit to which the employee may become
entitled computed under the law in effect on the last working day.

(c) No application for a deferred annuity shall be made more than 60 days
before the time the former employee reaches the required age for entitlement to
the payment of the annuity. The deferred annuity shall begin to accrue no earlier
than 60 days before the date the application is filed in the office of the system,
but not (1) before the date the employee reaches the required age for entitlement
to the annuity nor (2) before the day following the termination of state service in
a position not covered by the retirement system nor (3) before the day following
the termination of employment in a position that requires the employee to be a
member of either the public employees retirement association or the teachers

retirement association.

(d) Application for the accumulated contributions left on deposit with the
fund may be made at any time after 30 days following the date of termination of

service.

Sec. 16. Minnesota Statutes 1988, section 352.72, subdivision 1, is amended
to read:

Subdivision 1. ENTITLEMENT TO ANNUITY. (a) Any person who has
been an employee covered by a retirement system listed in paragraph (b) is

entitled when qualified to an annuity from each fund if total allowable service in
all funds or in any two of these funds totals five three or more years.
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(b) This section applies to the Minnesota state retirement system, the public
employees retirement association including the public employees retirement asso-
ciation police and firefighters fund, the teachers retirement association, the state
patrol retirement association, or any other public employee retirement system in
the state with a similar provision, except as noted in paragraph (c).

(c) This section does not apply to other funds providing benefits for police
officers or firefighters.

(d) No portion of the allowable service upon which the retirement annuity
from one fund is based shall be again used in the computation for benefits from
another fund. No refund may have been taken from any one of these funds
since service entitling the employee to coverage under the system or the employ-
ee’s membership in any of the associations last terminated. The annuity from
each fund must be determined by the appropriate provisions of the law except
that the requirement that a person must have at least five three years allowable
service in the respective system or association does not apply for the purposes of
this section if the combined service in two or more of these funds equals five
three or more years.

Sec. 17, Minnesota Statutes 1988, section 352.72, subdivision 2, is amended
to read:

Subd. 2. COMPUTATION. OF DEFERRED ANNUITY. 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 begins to accrue. The rates of interest used for this purpose
must be five percent compounded annually until January 1, 1981, and after that
date three percent compounded annually thereafter until January 1 of the year
following the year in which the former employee attains age 55. From that date |
to the effective date of retirement, the rate is five percent compounded annually. |
If a person has more than one period of uninterrupted service, the required ‘
reserves related to each period must be augmented by interest under this subdi-

vision. 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 uninterrupt-
ed service must be those applicable to a new employee. The mortality table and
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interest assumption used to compute the annuity must be those in effect when
the employee files application for annuity. This section shall not reduce the
annuity otherwise payable under this chapter.

Sec. 18. Minnesota Statutes 1988, section 352.72, subdivision 3, is amended
to read:

Subd. 5. EARLY RETIREMENT. The requirements and provisions for
retirement before normal retirement age 65 in sections 352.115, subdivision 1,
and 352.116 also apply to an employee fulfilling the requirements with a combi-
nation of service as provided in subdivision 1.

Sec. 19. Minnesota Statutes 1988, section 352.85, subdivision 1, is amended
to read:

Subdivision 1. ELIGIBILITY; RETIREMENT ANNUITY. Any person who
is employed by the department of military affairs other than as a full-time
firefighter, who is covered by the general employee retirement plan of the system
as provided in section 352.01, subdivision 23, who is ordered to active duty
under section 190.08, subdivision 3, who elects this special retirement coverage
under subdivision 4, who is required to retire from federal military status at an
age earlier than normal retirement age €5 by applicable federal laws or regula-
tions and who terminates employment as a state employee upon attaining that
mandatory retirement age is entitled, upon application, to a retirement annuity
computed in accordance with section 352.115, subdivisions 2 and 3, without
any reduction for early retirement under section 352.116, subdivision 1 or la.

Sec. 20. Minnesota Statutes 1988, section 352.93, subdivision 1, is amended
to read:

Subdivision 1. BASIS OF ANNUITY; WHEN TO APPLY. After separa-
tion from state service an employee covered under section 352.91 who has
reached age 55 years and has credit for at least five three years of covered
correctional service and regular Minnesota state retirement system service is
entitled upon application to a retirement annuity under this section based only
on covered correctional employees’ service. Application may be made no earlier
than 60 days before the date the employee is eligible to retire by reason of both
age and service requirements.

In this section, “average salary” means the average of the monthly salary
during the employees’ highest five successive years of salary as an employee
covered by the Minnesota state retirement system. Average salary must be
based upon all allowable service if this service is less than five years.

Sec. 21. Minnesota Statutes 1988, section 352.93, subdivision 3, is amended
to read: )

Subd. 3. PAYMENTS; DURATION AND AMOUNT. The annuity under
this section shall begin to accrue as provided in section 352.115, subdivision 8§,
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and must be paid for an additional 84 full calendar months or to the first of the
month following the month in which the employee beeomes attains normal
retirement age 65, whichever occurs first, except that payment must not cease
before the first of the month following the month in which the employee becomes
62. It must then be reduced to the amount as calculated under section 352.1 15,
except that if this amount, when added to the social security benefit based on
state service the employee is eligible to receive at the time, is less than the
benefit payable under subdivision 2, the retired employee shall receive an amount
that when added to the social security benefit will equal the amount payable
under subdivision 2.

When an annuity is reduced under this subdivision, the percentage adjust-
ments, if any, that have been applied to the original annuity under section
11A.18, before the reduction, must be compounded and applied to the reduced
annuity, A former correctional employee employed by the state in a position
covered by the regular plan between the ages age of 58 and 65 normal retirement
age shall receive a partial return of correctional contributions at retirement with
five six percent interest based on the following formula:

Employee contributions Years and complete
contributed as a months of regular
correctional employee service between ages

in excess of the age 58 and 65 the
contributions the normal retirement age
employee would have X —————
contributed as a +

regular employee number of years between

age 58 and normal
rétirement age

Sec. 22. Minnesota Statutes 1988, section 352.95, subdivision 2, is amended
to read:

Subd. 2. NONJOB-RELATED DISABILITY. Any covered correctional
employee who, after at least five three years of covered correctional service,
before reaching the age of 55 becomes disabled and physically unfit to perform
the duties of the position because of sickness or injury occurring while not
engaged in covered employment, is entitled to a disability benefit based on
covered correctional service only. The disability benefit must be computed as
provided in section 352.93, subdivisions 1 and 2, and computed as though the
employee had at least ten years of covered correctional service.

Sec. 23. Minnesota Statutes 1988, section 352.95, subdivision 5, is amended
to read:

Subd. 5. RETIREMENT STATUS AT NORMAL RETIREMENT
AGE 65. The disability benefit paid to a disabled correctional employee under
this section shall terminate at the end of the month in which the employee
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reaches age 62. If the disabled correctional employee is still disabled when the
employee reaches age 62, the employee shall be deemed to be a retired employ-
ee. If the employee had elected an optional annuity under subdivision la, the
employee shall receive an annuity in accordance with the terms of the optional
annuity previously elected. If the employee had not elected an optional annuity
under subdivision la, the employee may then either elect to receive a normal
retirement annuity computed in the manner provided in section 352.115 or elect
to receive an optional annuity as provided in section 352.116, subdivision 3,
based on the same length of service as used in the calculation of the disability
benefit. Election of an optional annuity must be made before reaching age 62.
The reduction for retirement before normal retirement age €5 as provided in
section 352.116, subdivision 1 or 1a, does not apply. The savings clause provi-
sion of section 352.93, subdivision 3, applies. If an optional annuity is elected,
the optional annuity shall begin to accrue on the first of the month following the
month in which the employee reaches age 62.

Sec. 24. Minnesota Statutes 1988, section 352B.01, subdivision 11, is
amended to read:

Subd. 11. AVERAGE SALARY. “Average monthly salary” means the aver-
age of the highest monthly salaries for five years of service as a member.
Average monthly salary must be based upon all allowable service if this service
is less than five years. It does not include any amounts of severance pay or any
reduced salary paid during the period the person is entitled to workers’ compen-
sation benefit payments for temporary disability.

~ Sec. 25. Minnesota Statutes 1988, section 352B.08, subdivision 1, is amended
to read:

Subdivision 1. WHO IS ELIGIBLE; WHEN TO APPLY; ACCRUAL.
Every member who is credited with $ve three or more years of allowable service
is entitled to separate from state service and upon becoming 55 years old, is
entitled to receive a life annuity, upon separation from state service. Members
shall apply for an annuity in a form and manner prescribed by the executive
director. No application may be made more than 60 days before the date the
member is eligible to retire by reason of both age and service requirements. An
annuity begins to accrue no earlier than 90 days before the date the application
is filed with the executive director.

Sec. 26. Minnesota Statutes 1988, section 352B.11, subdivision 1, is amended
to read:

Subdivision 1. REFUND OF PAYMENTS. A member who has not received
other benefits under this chapter is entitled to a refund of payments made by
salary deduction, plus interest, if the member is separated, either voluntarily or
involuntarily, from state service that entitled the member to membership. In
the event of the member’s death, the member’s estate is entitled to the refund.
Interest must be computed at the rate of five six percent a year, compounded
annually. To receive a refund, the member must apply on a form prescribed by
the executive director.
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Sec. 27. Minnesota Statutes 1988, section 352B.11, subdivision 2, is amended
to read:

Subd. 2. DEATH; PAYMENT TO SPOUSE AND CHILDREN. If a mem-
ber serving actively as a member, a member receiving the disability benefit
provided by section 352B.10, subdivision 1, or a former member receiving a
disability benefit as provided by section 352B.10, subdivision 3 2, dies from any
cause, the surviving spouse and dependent children are entitled to benefit pay-
ments as follows:

(a) A member with at least five three years of allowable service or a former
member with at least 20 years of allowable service is deemed to have elected a
100 percent joint and survivor annuity payable to a surviving spouse only on or
after the date the member or former member became or would have become 55.

(b) The surviving spouse of a member who had credit for less than &ve three
years of service shall receive, for life, a monthly annuity equal to 20 percent of
that part of the average monthly salary of the member from which deductions
were made for retirement. If the surviving spouse remarries, the annuity shall
cease as of the date of the remarriage.

(c) The surviving spouse of a member who had credit for at least five three
years service and who died after attaining 55 years of age, may elect to receive
a 100 percent joint and survivor annuity, for life, notwithstanding a subsequent
remarriage, in lieu of the annuity prescribed in paragraph (b).

(d) The surviving spouse of any member who had credit for fve three years
or more and who was not 55 years of age at death, shall receive the benefit equal
to 20 percent of the average monthly salary as described in clause (b) until the
deceased member would have reached the age of 55 years, and beginning the
first of the month following that date, may elect to receive the 100 percent joint
and survivor annuity. If the surviving spouse remarries before the deceased
member’s 55th birthdate, benefits or annuities shall cease as of the date of
remarriage. Remarriage after the deceased member’s 55th birthday shall not
affect the payment of the benefit.

(¢) Each dependent child shall receive a monthly annuity equal to ten
percent of that part of the average monthly salary of the former member from
which deductions were made for retirement. A dependent child over 18 and
under 22 years of age also may receive the monthly benefit provided in this
section, if the child is continuously attending an accredited school as a full-time
student during the normal school year as determined by the director. If the
child does not continuously attend school but separates from full-time attend-
ance during any part of a school year, the annuity shall cease at the end of the
month of separation. In addition, a payment of $20 per month shall be prorated
equally to surviving dependent children when the former member is survived by
one or more dependent children. Payments for the benefit of any qualified
dependent child must be made to the surviving spouse, or if there is none, to the
legal guardian of the child. The maximum monthly benefit must not exceed 40
percent of the average monthly salary for any number of children.
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(D) If the member dies under circumstances that entitle the surviving spouse
and dependent children to receive benefits under the workers’ compensation
law, the workers’ compensation benefits received by them must not be deducted
from the benefits payable under this section.

(g) The surviving spouse of a deceased former member who had credit for
five three or more years of allowable service, but not the spouse of a former
member receiving a disability benefit under section 352B.10, subdivision 3, is
entitled to receive the 100 percent joint and survivor annuity at the time the
deceased member would have reached the age of 55 years, if the surviving
spouse has not remarried before that date. If a former member dies who does
not qualify for other benefits under this chapter, the surviving spouse or, if none,
the children or heirs are entitled to a refund of the accumulated deductions left
in the fund plus interest at the rate of five six percent per year compounded

annually,

Sec. 28. Minnesota Statutes 1988, section 352B.30, subdivision 1, is amended
to read:

Subdivision 1. ENTITLEMENT TO ANNUITY. Any person who has been
an employee covered by the Minnesota state retirement system, or a member of
the public employees retirement association including the public employees retire-
ment association police and firefighters’ fund, or the teachers retirement associa-
tion, or the state patrol retirement fund, or any other public employee retirement
system in Minnesota having a like provision but excluding all other funds provid-
ing benefits for police or firefighters is entitled when qualified to an annuity from
each fund if total allowable service in all funds or in any two of these funds
totals five three or more years. No part of the allowable service upon which the
retirement annuity from one fund is based may again be used in the computa-
tion for benefits from another fund. The member must not have taken a refund
from any one of these funds since service entitling the member to coverage
under the system or membership in any of the associations last terminated. The
annuity from each fund must be determined by the appropriate law except that
the requirement that a person must have at least five three years allowable
service in the respective system or association does not apply for the purposes of
this section if the combined service in two or more of these funds equals five

three or more years.

Sec. 29. Minnesota Statutes 1988, section 353.01, is amended by adding a
subdivision to read:

~ Subd. 37. NORMAL RETIREMENT AGE. “Normal retirement age” means
age 65 for a person who first became a public employee before July 1, 1989. For
a person who first becomes a public employee after June 30, 1989, “normal
retirement age” means the higher of age 65 or “retirement age,” as defined in
United States Code, title 42, section 416(1), as amended.

Sec. 30. Minnesota Statutes 1988, section 353.27, subdivision 2, is amended
to read:
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Subd. 2. EMPLOYEE CONTRIBUTION. The employee contribution shall
be an amount (a) for a “basic member” equal to eight 8.23 percent of total
salary; and (b) for a “coordinated member” equal to feur 4.23 percent of total
salary. These contributions shall be made by deduction from salary in the
manner provided in subdivision 4. Where any portion of a member’s salary is
paid from other than public funds, such member’s employee contribution shall
be based on the total salary received from all sources.

Sec. 31. Minnesota Statutes 1988, section 353.29, subdivision 1, is amended
to read:

Subdivision 1. AGE AND ALLOWABLE SERVICE REQUIREMENTS.
Upon separation from public service any person who has attained the normal
retirement age of at feast 65 years and who received credit for not less than five
three years of allowable service is entitled upon application to a retirement
annuity. Such retirement annuity is known as the “normal” retirement annuity.

Sec. 32. Minnesota Statutes 1988, section 353.29, subdivision 2, is amended
to read:

Subd. 2. AVERAGE SALARY. In calculating the annuity under subdivi-
sion 3, “average salary” means an amount equivalent to the average of a mem-
ber’s highest salary upon which employee contributions were paid for any five
successive years of allowable service, based on dates of salary periods as listed
on salary deduction reports. Average salary must be based upon all allowable
service if this service is less than five years. The five suecessive years average
salary may not include any reduced salary paid during a period in which the
employee is entitled to benefit payments from workers’ compensation for tem-
porary disability, unless the average salary is higher, including this period.

Sec. 33. Minnesota Statutes 1988, section 353.29, subdivision 3, is amended
to read:

Subd. 3. RETIREMENT ANNUITY FORMULA. (a) This paragraph, in
conjunction with section 353.30, subdivisions 1, la, 1b, and Ic, applies to any
member who first became a public employee before July 1, 1989, unless para-
graph (b), in conjunction with section 353.30, subdivision 5, produces a higher
annuity amount, in which case paragraph (b) will apply. The average salary as
defined in subdivision 2, multiplied by two percent for each year of allowable
service for the first ten years and thereafter by 2.5 percent per year of allowable
service and completed months less than a full year for the “basic member”, and
one percent for each year of allowable service for the first ten years and thereaf-
ter by 1.5 percent per year of allowable service and completed months less than
a full year for the “coordinated member,” shall determine the amount of the
“normal” retirement annuity.

(b) This paragraph applies to a member who first became a public employee
after June 30, 1989, and to any other member whose annuity amount, when
calculated under this paragraph and in conjunction with section 353.30, subdivi-
sion 3, is higher than it ijs when calculated under paragraph (a), in conjunction
with section 353.30, subdivisions 1, 1a, 1b, and lc. The average salary, as
defined in subdivision 2, multiplied by 2.5 percent for each year of allowable
service and completed months less than a full year for a basic member and 1.5
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percent per year of allowable service and completed months less than a full year
for a coordinated member, shall determine the amount of the normal retirement

annuity.
Sec. 34. Minnesota Statutes 1988, section 353.30, is amended to read:

353.30 ANNUITIES UPON RETIREMENT.

Subdivision 1. Upon separation from public service any person who first
became a public emplovee before July 1, 1989, and who has attained the age of
at least 58 years but not more than 65 years normal retirement age and who
received credit for not less than 20 years of allowable service is entitled upon
application to a retirement annuity in an amount equal to the normal annuity
provided in section 353.29, subdivisions 2 and 3, paragraph (a), reduced by
one-quarter of one percent for each month that the member is under normal
retirement age 65 at the time of retirement.

Subd. la. Any person who first became a public employee before July 1,
1989, and 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 section 353.29, subdivisions 2 and 3, paragraph (a),
without any reduction in annuity by reason of such early retirement.

Subd. 1b. Any person who first became a public employee before July 1,
1989, with 30 years or more of allowable service credit, who elects early retire-
ment under subdivision 1, shall receive an annuity in an amount equal to the
normal annuity provided under section 353.29, subdivisions 2 and 3, para-
graph (a), reduced by one-quarter of one percent for each month that the mem-
ber is under age 62 at the time of retirement.

Subd. lc. Any person who first became a public employee before July 1,
1989, and who has received credit for at least 30 years of allowable service or
any persen who has attained the age of at least 55 years but not mere then 65
years normal retirement age, and whe has received credit for at least five three
years of allowable service is entitled upon application to a retirement annuity in
an amount equal to the normal annuity provided in section 353.29, subdivisions
2 and 3, paragraph (a), reduced by one-quarter of one percent for each month
that the member is under normal retirement age €5 at the time of retirement,
except that for any member who has 30 or more years of allowable service the
reduction shall be applied only for each month that the member is under age 62
at the time of retirement.

Subd. 3. OPTIONAL RETIREMENT ANNUITY FORMS. The board of
trustees shall establish optional annuities which shall take the form of a joint
and survivor annuity. Except as provided in subdivision 3a, the optional annui-
ty forms shall be actuarially equivalent to the forms provided in section 353.29
and subdivisions 1, 1a, 1b, and 1c ef this seetien, and 5. In establishing those
optional forms, the board shall obtain the written recommendation of the com-
mission-retained actuary. The recommendations shall be a part of the perma-
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nent records of board. A member or former member may select an optional
form of annuity in lieu of accepting any other form of annuity which might

otherwise be available.

Subd. 3a. BOUNCE-BACK ANNUITY. (a) If a former member or disabili-
tant selects a joint and survivor annuity option under subdivision 3, the former
member or disabilitant must receive a normal single-ife annuity if the desig-
nated optional annuity beneficiary dies before the former member or disabili-
tant. 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.

(b) A former member or disabilitant who selected an optional joint and
survivor annuity before July 1, 1989, but did not choose an option that provides

disabilitant if the designated optional annuity beneficiary dies first, is eligible for
restoration of the normal single-life annuity if the designated optional annuity
beneficiary dies first, without further actuarial reduction of the person’s annuity.

annuity, but whose designated optional annuity beneficiary died before July 1,
1989, shall receive a normal single-life annuity after that date, but shall not
receive retroactive payments for periods before that date.

(c) A former member or disabilitant who took a further actuarial reduction
1o elect an optional joint and survivor annuity that provides that the normal
annuity is payable to the former member or disabilitant if the designated option-
al beneficiary died before July 1, 1989, shall have their annuity increased as of
July 1, 1989, to the amount the person would have received if, at the time of
retirement or disability, the person had selected only optional survivor coverage
that would not have provided for restoration of the normal annuity upon the
death of the designated optional annuity beneficiary. Any annuity or benefit
increase under this paragraph is effective only for payments made after June 30,
1989, and is not retroactive for payments made before July 1, 1989.

Subd. 4. Any monthly payments to which any person may be entitled
under this chapter may be reduced in amount upon application of the person
entitled thereto to the association, provided that suek the person shall first
relinquish in writing all claim to that part of the full monthly payment which is
the difference between the monthly payment which that person would be other-
wise entitled to receive and the monthly payment which that person will receive.
The reduced monthly payment shall be payment in full of all amounts due under
this chapter for the month for which the payment is made and acceptance of the
reduced monthly payment releases the retirement association from all obligation
to pay to sueh the person the difference between the amount of the reduced
monthly payment and the full amount of the monthly payment which suek the
person would otherwise have received. Upon application of the person who is
entitled to such monthly payment, it may be increased prospectively to not more
than the amount to which sueh the person would have been entitled had no
portion thereof been waived.
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Subd. 5. ACTUARIAL REDUCTION FOR EARLY RETIREMENT. This
subdivision applies to a member who first became a public employee after June
30, 1989, and to any other member 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 3, paragraph
(a), in conjunction with subdivision 1, 1a, 1b, or 1c. An employee who retires
before normal retirement age shall be paid the retirement annuity provided in

ty is the actuarial equivalent of the annuity that would be payable to the employ-
ee 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.

Sec. 35. Minnesota Statutes 1988, section 353.32, subdivision 1, is amended
to read:

Subdivision 1. BEFORE RETIREMENT. If a member or former member
who terminated public service dies before retirement or before receiving any
retirement annuity and no other payment of any kind is or may become payable
to any person, a refund shall be paid to the designated beneficiary or, if there be
none, to the surviving spouse, or, if none, to the legal representative of the
decedent’s estate. Such refund shall be in an amount equal to accumulated
deductions plus interest thereon at the rate of five six percent per annum com-
pounded annually less the sum of any disability or survivor benefits, if any, that
may have been paid by the fund; provided that a survivor who has a right to
benefits pursuant to section 353.31 may waive such benefits in writing, except
such benefits for a dependent child under the age of 18 years may only be
waived pursuant to an order of the district court.

Sec. 36. Minnesota Statutes 1988, section 353.32, subdivision 1a, is amended
to read: )

Subd. 1a. SURVIVING SPOUSE OPTIONAL ANNUITY. If a member
or former member who has attained at least age 50 and has credit for not less
than #ve three years of allowable service or who has credit for not less than 30
years of allowable service, regardless of age attained, dies before the annuity or
disability benefit begins to accrue in accordance with section 353.29, subdivision
7, or 353.33, subdivision 2, notwithstanding any designation of beneficiary to
the contrary, the surviving spouse may elect to receive, instead of a refund with
interest provided in subdivision 1, or survivor benefits otherwise payable under
section 353.31, an annuity equal to the 100 percent joint and survivor annuity
that the member could have qualified for had the member terminated service on
the date of death. The surviving spouse may apply for the annuity at any time
after the date on which the deceased employee would have attained the required
age for retirement based on the employee’s allowable service. The annuity must
be computed as provided in sections 353.29, subdivisions 2 and 3; and 353.30,
subdivisions 1, la, 1b, and 1c, and 5. Sections 353.34, subdivision 3, and
353.71, subdivision 2, apply to a deferred annuity payable under this subdivi-
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sion. No payment may accrue beyond the end of the month in which entitlement
to the annuity has terminated. An amount equal to any excess of the accumu-
lated contributions that were credited to the account of the deceased employee
over and above the total of the annuities paid and payable to the surviving
spouse must be paid to the deceased member’s last designated beneficiary or, if
none, to the legal representative of the estate of the deceased member. A
member may specify in writing that this subdivision does not apply and that
payment may be made only to the designated beneficiary as otherwise provided
by this chapter.

Sec. 37. Minnesota Statutes 1988, section 353.33, subdivision 1, is amended
to read:

Subdivision 1. AGE, SERVICE AND SALARY REQUIREMENTS. Any
member who becomes totally and permanently disabled before normal retire-
ment age 65 and after five three years of allowable service shall be entitled to a
disability benefit in an amount provided in subdivision 3. If such disabled
person’s public service has terminated at any time, at least three two of the
required five three years of allowable service must have been rendered after last
becoming a member. Any member whose average salary is less than $75 per
month shall not be entitled to a disability benefit. No repayment of a refund
otherwise authorized pursuant to section 353.34 and no purchase of prior serv-
ice or payment made in lieu of salary deductions otherwise authorized pursuant
to section 353.01, subdivision 16, 353.017, subdivision 4, or 353.36, subdivision
2, may be made after the occurrence of the disability for which an application
pursuant to this section is filed.

Sec. 38. Minnesota Statutes 1988, section 353.33, subdivision 3, is amended
to read:

Subd. 3. COMPUTATION OF BENEFITS. This disability benefit is an
amount equal to the normal annuity payable to a member who has reached 65
normal retirement age with the same number of years of allowable service and
the same average salary, as provided in section 353.29, subdivisions 2 and 3. A
“basic member” shall receive in addition a supplementary monthly benefit com-
puted in accordance with the following table:

Age when Supplementary
Disabled benefit
Under 56 $50

56 45 |
57 40 |
58 35 |
59 30 ‘
60 25 |
61 20 |
62 15
63 10
64 5
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If the disability benefits provided in this subdivision exceed the average
salary as defined in section 353.29, subdivision 2, the disability benefits shall be
reduced to an amount equal to said average salary.

Sec. 39. Minnesota Statutes 1988, section 353.33, subdivision 11, is amended
to read:

Subd. 11. RETIREMENT STATUS AT NORMAL RETIREMENT
AGE 65. No person shall be entitled to receive disability benefits and a retire-
ment annuity at the same time. The disability benefits paid to a person hereun-
der shall terminate when the person reaches normal retirement age 65. If the
person is still totally and permanently disabled when the person attains the
normal retirement age of 65 years, the person shall be deemed to be on retire-
ment status and, if the person had elected an optional annuity pursuant to
subdivision 3a, shall receive an annuity in accordance with the terms of the
optional annuity previously elected, or, if the person had not elected an optional
annuity pursuant to subdivision 3a, may at the option of the person either elect
to receive either a normal retirement annuity as provided in section 353.29 or
normal retirement annuity equal to the disability benefit paid before the person
reached normal retirement age 65, whichever amount is greater, or elect to
receive an optional annuity as provided in section 353.30, subdivision 3. Any
disabled person who beeomes age 65 attains normal retirement age shall have
the annuity computed in accordance with the law in effect upon attainment of
that age 65. Election of an optional annuity shall be made prior to the person
attaining the normal retirement age of 65 yeass. If an optional annuity is
elected, the election shall be effective on the date on which the person attains the
age of 65 years normal retirement age and the optional annuity shall begin to
accrue on the first day of the month next following the month in which the
person attains the that age of 65 yeass.

Sec. 40. Minnesota Statutes 1988, section 353.34, subdivision 2, is amended
to read:

Subd. 2. REFUND WITH INTEREST. Except as provided in subdivision
1, any person who ceases to be a public employee shall receive a refund in an
amount equal to accumulated deductions with interest to the first day of the
month in which the refund is processed at the rate of five six percent per annum
compounded annually based on fiscal year balances.

Sec. 41. Minnesota Statutes 1988, section 353.34, subdivision 3, is amended
to read:

Subd. 3. DEFERRED ANNUITY; ELIGIBILITY; COMPUTATION. A
member with at least five three years of allowable service when termination of
public service occurs has the option of leaving the accumulated deductions in
the fund and being entitled to a deferred retirement annuity commencing at
normal retirement age €5 or to a deferred early retirement annuity under section
353.30, subdivision 1, la, 1b, ef lc, or 5. The deferred annuity must be
computed under section 353.29, subdivisions 2 and 3, on the basis of the law in
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effect on the date of termination of public service and must be augmented as
provided in section 353.71, subdivision 2. A former member qualified to apply
for a deferred retirement annuity may revoke this option at any time before the
commencement of deferred annuity payments by making application for a refund.
The person is entitled to a refund of accumulated member contributions within
30 days following date of receipt of the application by the executive director.

Sec. 42. Minnesota Statutes 1988, section 353.34, subdivision 3a, is amended
to read:

Subd. 3a. DEFERRED ANNUITY; CERTAIN HOSPITAL EMPLOY-
EES. Any member employed by a public hospital, as defined in section 355.71,
subdivision 3, who has at least five three years of allowable service credit on the
date the public hospital is taken over by a private corporation or organization,
may elect to receive a deferred annuity pursuant to subdivision 3 notwithstand-
ing the length of service requirement contained therein.

Sec. 43. Minnesota Statutes 1988, section 353.651, subdivision 1, is amended
to read:

Subdivision 1. AGE AND ALLOWABLE SERVICE REQUIREMENTS.
Upon separation from public service, any police officer or firefighter member
who has attained the age of at least 55 years and who received credit for not less
than five three years of allowable service is entitled upon applicatien to a
retirement annuity. Such retirement annuity is known as the “normal” retire-
ment annuity.

Sec. 44. Minnesota Statutes 1988, section 353.651, subdivision 2, is amended
to read:

Subd. 2. AVERAGE SALARY. In calculating the annuity under subdivi-
sion 3, “average salary” means an amount equivalent to the average of the
highest salary earned as a police officer or firefighter upon which employee
contributions were paid for any five successive years of allowable service.
Average salary must be based upon all allowable service if this service is less
than five years.

The five sueeessive years average salary may not include any reduced salary
paid during a period in which the employee is entitled to benefit payments from
workers’ compensation for temporary disability unless the average salary is
higher, including this period.

Sec. 45. Minnesota Statutes 1988, section 353.657, subdivisien 2a, is
amended to read:

Subd. 2a. DEATH WHILE ELIGIBLE SURVIVOR BENEFIT. If 2 mem-
ber or former member who has attained the age of at least 50 years and has
credit for not less than five three years allowable service or who has credit for at
least 30 years of allowable service, regardless of age attained, dies before public
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service has terminated, or if an employee who has filed a valid application for an
annuity or disability benefit prior to termination of public service dies before the
annuity or benefit has become payable, notwithstanding any designation of
beneficiary to the contrary, the surviving spouse may elect to receive a death
while eligible survivor benefit. The benefit shall be in lieu of a refund with
interest provided in section 353.32, subdivision 1, or survivor benefits otherwise
payable pursuant to subdivisions 1 and 2. The benefit must be an annuity equal
to the 100 percent joint and survivor annuity which the member could have
qualified for on the date of death, computed as provided in sections 353.651,
subdivisions 2 and 3, and 353.30, subdivision 3. The surviving spouse may
apply for the annuity at any time after the date on which the deceased employee
would have attained the required age for retirement based on the employee’s
allowable service. Sections 353.34, subdivision 3, and 353.71, subdivision 2,
apply to a deferred annuity payable under this subdivision. No payment shall
accrue beyond the end of the month in which entitlement to such annuity has
terminated. An amount equal to the excess, if any, of the accumulated contribu-
tions which were credited to the account of the deceased employee over and
above the total of the annuities paid and payable to the surviving spouse shall be
paid to the deceased member’s last designated beneficiary or, if none, to the
legal representative of the estate of such deceased member. Any member may
request in writing that this subdivision not apply and that payment be made
only to the designated beneficiary, as otherwise provided by this chapter. For a
member who is employed as a full-time firefighter by the department of military
affairs of the state of Minnesota, allowable service as a full-time state military
affairs department firefighter credited by the Minnesota state retirement system
may be used in meeting the minimum allowable service requirement of this
subdivision.

Sec. 46. Minnesota Statutes 1988, section 353.71, subdivision 1, is amended
to read:

Subdivision 1. ELIGIBILITY. Any person who has been a member of the
public employees retirement association, or the Minnesota state retirement sys-
tem, or the teachers retirement association, or any other public retirement sys-
tem in the state of Minnesota having a like provision, except a fund providing
benefits for police officers or firefighters governed by sections 69.77 or 69.771 to
69.776, shall be entitled when qualified to an annuity from each fund if the total
allowable service in all funds or in any two of these funds totals five three or
more years, provided no portion of the allowable service upon which the retire-
ment annuity from one fund is based is again used in the computation for
benefits from another fund and provided further that the person has not taken a
refund from any one of these funds since the person’s membership in that
association or system last terminated. The annuity from each fund shall be
determined by the appropriate provisions of the law except that the requirement
that a person must have at least five three years of allowable service in the
respective association or system shall not apply for the purposes of this section
provided the combined service in two or more of these funds equals five three or
more years.
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Sec. 47, Minnesota Statutes 1988, section 353.71, subdivision 2, is amended
to read:

Subd. 2. DEFERRED ANNUITY COMPUTATION; AUGMENTATION,
The deferred annuity, if any, accruing under subdivision 1, or sections 353.34,
subdivision 3, and 353.68, subdivision 4, shall be computed in the manner
provided in said sections, on the basis of allowable service prior to termination
of public service and augmented as provided herein. The required reserves
applicable to a deferred annuity, or to an annuity for which a former member
was eligible but had not applied, or to any deferred segment of an annuity shall
be determined as of the date the annuity begins to accrue and shall be aug-
mented from 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, to
the first day of the month in which the annuity begins to accrue, at the rate of
five percent per annum compounded annually until January 1, 1981, and there-
after at the rate of three percent thereafter until January 1 of the year following,

effective date of retirement, the rate is five percent per annum compounded
annually. If a person has more than one period of uninterrupted service, the
required reserves related to each period shall be augmented by interest pursuant
to this subdivision. The sum of the augmented required reserves so determined
shall be the present value of the annuity. Uninterrupted service for the purpose
of this subdivision shall mean 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 service restored thereby shall be considered as
continuous with the next period of service for which the employee has credit
with this association. The formula percentages used for each period of uninter-
rupted service shall be those as would be applicable to a new employee. This
section shall not reduce the annuity otherwise payable under this chapter. This
subdivision shall apply to deferred annuitants of record on July 1, 1971 and to
employees who thereafter become deferred annuitants; it shall also apply from

July 1, 1971 to former members who make application for an annuity after July
1, 1973.

Sec. 48. Minnesota Statutes 1988, section 353.71, subdivision 5, is amended
to read:

Subd. 5. EARLY RETIREMENT. The requirements and provisions for
retirement prior to normal retirement age 65 contained in section 353.30, shall
also apply to a person fulfilling such requirements with a combination of service
as provided in subdivision 1.

Sec. 49. Minnesota Statutes 1988, section 353C.06, subdivision 1, is amended
to read:

Subdivision 1. ELIGIBILITY REQUIREMENTS. After separation from
public employment, an employee covered under section 353C.02 who has attained |
the age of at least 55 years and has credit for not less than five three years of ‘
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coverage in the local government correctional service plan is entitled, upon
application, to a normal retirement annuity. Instead of a normal retirement
annuity, a retiring employee may elect to receive the optional annuity provided
in section 353.30, subdivision 3.

Sec. 50. Minnesota Statutes 1988, section 353C.06, subdivision 2, is amended
to read:

Subd. 2. AVERAGE SALARY BASE. In calculating the annuity under
subdivision 3, “average salary” means an amount equivalent to the average of
the highest salary earned as a local government correctional employee upon
which employee contributions were paid for any five successive years of allowa-
ble service. Average salary must be based on all allowable service if this service
is less than five years.

Sec. 51. Minnesota Statutes 1988, section 353C.06, subdivision 4, is amended
to read:

Subd. 4. ACCRUAL AND DURATION. The annuity under this section
begins to accrue as provided in section 353.29, subdivision 7. The annuity is
payable for the life of the recipient, or in accordance with the terms of any
optional annuity form selected, and is payable for 84 full calendar months or to
the first of the month following the month in which the employee beeermes
attains the normal retirement age 65, whichever occurs first. After a recipient
has received the annuity calculated under this formula for 84 full calendar
months or to the first of the month following the month in which the employee
beeomes attains the normal retirement age 65, whichever occurs first, the benefit
must be recomputed in accordance with the coordinated formula in sections
353.29 and 353.30, except that if this amount, when added to the social security
benefit based on public service the employee is eligible to receive at that time, is
less than the benefit payable under subdivision 3, the retired employee is enti-
tled to receive an amount payable under subdivision 3, less any amount payable
from social security based on public service used in the benefit calculation.
When an annuity is reduced under this subdivision, any percentage of adjust-
ments that have been applied to the original annuity under section 11A.18,
before the reduction, must be compounded and applied to the reduced annuity.

Sec. 52. Minnesota Statutes 1988, section 353C.08, subdivision 5, is amended
to read:

Subd. 5. DISABILITY BENEFIT TERMINATION. The disability benefit
paid to a disabled local government correctional employee terminates at the end
of the month in which the employee reaches age 62. If the disabled local
government correctional employee is still disabled when the employee reaches
age 62, the employee is deemed to be a retired employee and, if the employee
had elected an optional annuity under subdivision 3, must receive an annuity in
accordance with the terms of the optional annuity previously elected. If the
employee had not elected an optional annuity under subdivision 3, the employee
may elect either to receive a normal retirement annuity computed on the coordi-
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nated formula in the manner provided in section 353.29 or to receive an optional
annuity as provided in section 353.30, subdivision 3, based on the same length
of service as used in the calculation of the disability benefit, FElection of an
optional annuity must be made before attaining the age of 62 years. The
reduction for retirement prior to normal retirement age 65 as provided in sec-
tion 353.30, subdivisions 1 and, lc, and 5, is not applicable. The savings clause
provision of section 353C.06, subdivision 4, is applicable.

Sec. 53. Minnesota Statutes 1988, section 354.05, is amended by adding a
subdivision to read:

Subd. 38. NORMAL RETIREMENT AGE. “Normal retirement age” means
age 65 for a person who first became a member of the fund before July 1, 1989.
For a person who first becomes a member of the fund after June 30, 1989,
normal retirement age means the higher of age 65 or “retirement age,” as defined
in United States Code, title 42, section 416(}), as amended.

Sec. 54, Minnesota Statutes 1988, section 354.35, is amended to read:

354.35 RETIREMENT BEFORE BECOMING ELIGIBLE FOR SOCIAL
SECURITY.

Any coordinated member who retires before becoming eligible for social
security retirement benefits, may elect to receive an optional retirement annuity
from the association which provides for different annuity amounts over different
periods of retirement. The election of this optional retirement annuity shall be
exercised by making an application to the board on a form provided by the
board. The optional annuity shall take the form of an annuity payable for the
period before the member attains the normal retirement age of 65 yeass in a
greater amount than the amount of the annuity calculated under section 354.44
on the basis of the age of the member at retirement but equal insofar as possible
to the social security old age retirement benefit and the adjusted retirement
annuity amount payable immediately after the annuitant becomes eligible for
social security old age retirement benefits in an amount less than the amount of
the annuity calculated under section 354.44 on the basis of the age of the
member at retirement. The social security leveling option may be calculated
based on broad average social security old age retirement benefits. The optional
annuity shall be the actuarial equivalent of the member’s annuity computed on
the basis of the member’s age at retirement. The greater amount shall be paid
until the member reaches the normal retirement age of 65 at which time the |
payment from the association shall be reduced. The method of computing the |
optional retirement annuity provided in this section shall be established by the
board of trustees. In establishing the method of computing the optional retire-
ment annuity, the board of trustees shall obtain the written recommendation of
the commission-retained actuary. The recommendations shall be a part of the
permanent records of the board of trustees.

Sec. 55. Minnesota Statutes 1988, section 354.41, subdivision 3, is amended
to read:
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Subd. 3. (1) Each annuitant, age 60 or over, who is drawing an annuity
pursuant to Minnesota Statutes 1953, section 135.10 and Minnesota Statutes
1965, sections 354.44 and 354.33 shall have the right to have membership in the
fund restored upon resumption of teaching service, for the purpose of having
deductions made in accordance with sections 354.42 and 355.48. Upon comple-
tion of five three years of allowable service, under this subdivision the member
shall be entitled to a coordinated annuity provided in section 354.44, subdivi-
sion 6. This annuity is in addltlon to any annuity previously granted under this
chapter.

(2) Any annuitant qualifying for membership in the fund under clause (1)
may file a written notice with the executive director of the teachers retirement
association requesting that deductions provided for in section 354.42 be made
from compensation paid for subsequent teaching services. Such notice shall
remain in effect until the annuitant requests in writing that this membership be
revoked. After July 1, 1967, deductions pursuant to section 355.48 are required
for any annuitant eligible for membership in the fund under clause (1). Teach-
ing service rendered by an annuitant for which no deductions were made pursu-
ant to section 354.42, shall not be included in any additional annuity granted
pursuant to clause (1) of this subdivision.

(3) Teachers retirement deductions made prior to July 1, 1973 from the
salary of any annuitant who was qualified for membership in the fund under
clause (1) of this subdivision at the time such deductions were made, shall be
applicable to the computation of an annuity as provided under clause (1) of this
subdivisien even if the written notice required in clause (2) ef this subdivision
has not been filed. The teaching service related to such retirement deductions
shall be deemed to be allowable service credit which is applicable to the comple-
tion of the five three years of allowable service required in clause (2) of this

bdivision.

Sec. 56. Minnesota Statutes 1988, section 354.44, subdivision 1, is amended
to read:

Subdivision 1. REQUIREMENTS AS TO AGE AND SERVICE. Any mem-
ber or former member who ceases or has ceased to render teaching services in
any school or institution covered by the provisions of this chapter, and who has
attained the age of at least 55 years with not less than five three years allowable
service, or who has received credit for not less than 30 years allowable service
regardless of age, is entitled upon written application to a retirement annuity.

Sec. 57. Minnesota Statutes 1988, section 354.44, subdivision la, is amended
to read:

Subd. la. MANDATORY RETIREMENT. Notwithstanding the provi-
sions of sections 43A.11 or 197.455 to 197.48, a member who is serving as a
faculty member or administrator under a contract of unlimited tenure or similar

arrangement providing for unlimited tenure at an institution of higher educa-
tion, as defined in section 1201(a) of the federal Higher Education Act of 1965,
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as amended through January 1, 1987, shall terminate employment at the end of
the academic year in which the member reaches the age of 70. For purposes of
this subdivision, an academic year shall be deemed to end August 31. No other
member shall be subject to a mandatory retirement age provision. A member
who terminates employment at any time during the academic year at the end of
which the person is at the normal retirement age 65 or older shall, for the
purpose of determining eligibility for a proportionate retirement annuity, be
considered to have been required to terminate employment at normal retirement
age 65 or older pursuant to section 356.32. Nothing contained in this subdivi-
sion shall preclude an employing unit covered by this chapter from employing a
retired teacher as a substitute or part time teacher. Any person who has attained
the normal retirement age of at least 65 years, who is employed as a substitute
or part-time teacher and who earns an amount equal to the annual maximum
earnings allowable for that age for the continued receipt of full benefit amounts
monthly under the federal old age, survivors and disability insurance program as
set by the secretary of health and human services pursuant to the provisions of
United States Code, title 42, section 403, in any academic year from employ-
ment as a substitute or part-time teacher, shall terminate employment for the
remainder of that academic year. No person who has attained the normal
retirement age of at least 65 years and who has retired under this chapter may
resume membership in the retirement association as a result of subsequent
employment as a substitute or part-time teacher.

Sec. 58. Minnesota Statutes 1988, section 354.44, subdivision 6, is amended
to read:

Subd. 6. COMPUTATION OF FORMULA PROGRAM RETIREMENT
ANNUITY. (1) The formula retirement annuity hereunder shall be computed in
accordance with the applicable provisions of the fersmula formulas stated in
clause (2) hereef or (4) on the basis of each member’s average salary for the
period of the member’s formula service credit. For the purposes of computing
the formula benefits under the formula and variable program, if a combination
of these formulas is used, the formula percentages used will be those percentages
in each formula as continued for the respective years of service from one formu-
la to the next.

For all years of formula service credit “average salary” for the purpose of
determining the member’s retirement annuity means the average salary upon
which contributions were made and upon which payments were made to increase
the salary limitation provided in Minnesota Statutes 1971, section 354.511 for
the highest five successive years of formula service credit provided however that
such “average salary” shall not include any more than the equivalent of 60
monthly salary payments, Averag alal_'x must be based upon all years of
formula service credit if this service credit is less than five years.

(2) This clause, in conjunction with clause (3), applies to a person who first
became a member of the fund before Jul uly 1, 1989, unless clause {4), in conjunc-
tion w1th clause (5), produces a higher annuity amount, in which case clause
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(4) applies. The average salary as defined in clause (1), 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 1.0 percent 2.0 percent
during first ten per year per year

Each year of service 1.5 percent 2.5 percent
thereafter per year per year

fund before July 1, 1989, and whose annuity is higher when calculated under
clause (2), in conjunction with this clause than when calculated under clause (4),
in conjunction with clause (5).

(ii) Where any member retires prior to normal retirement age €5 under a
formula annuity, the member shall be paid a retirement annuity in an amount
equal to the normal annuity provided in #his subdivisien clause (2) and subdivi-
sion 7, paragraph (a), reduced by ene-half one-quarter of one percent for each
month that the member is under normal retirement age 65 to and ineluding age
60 and reduced by one-fourth of one pereent for each month under age 60 at the
time of retirement except that for any member who has 30 or more years of
allowable service credit, the reduction shall be applied only for each month .
svhieh that the member is under age 62.

(iiiy 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 clause (2), without any reduction by
reason of early retirement.

(4) This clause applies to a member who first became a member of the fund
after June 30, 1989, and io any other member whose annuity amount when

is when calculated under clause (2), in conjunction with clause (3). The average
salary, as defined in clause (1) multiplied by 2.5 percent for each year of service

member ,1_§ entitled.

(5) This clause applies to a person who first becomes a member of the fund
after June 30, 1989, and to any other member whose annuity is higher when
calculated under clause (4) in conjunction with this clause than when calculated
under clause (2), in conjunction with clause (3). An employee who retires under
the formula annuity before the normal retirement age shall be paid the normal
annuity provided in clause (4) and subdivision 7, 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.
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Sec. 59. Minnesota Statutes 1988, section 354.44, subdivision 7, is amended
to read:

Subd. 7. COMPUTATION OF FORMULA AND VARIABLE PRO-
GRAM RETIREMENT ANNUITY. (a) This paragraph applies to a person who
;;;duces a higher annuiE ;nount, in which case paragraph (b) applies. The
benefits provided in this subdivisien paragraph are the sum of the benefits
provided by the following:

(1) The benefits provided in subdivision 6, clause (2) for formula service
credit prior to the effective date of the original election of this subdivision and
subsequent to June 30, 1978 unless the member elects continued participation in
the variable program pursuant to Minnesota Statutes 1984, section 354.621, and

(2) The benefits for service credit subsequent to the effective date of the
formula and variable program but prior to July 1, 1978 and the benefits for
service credit subsequent to June 30, 1978 if the member elects continued
participation in the variable program pursuant to Minnesota Statutes 1984,
section 354.621, shall be the average salary as defined in subdivision 6, clause
(1) of any member multiplied by the following percentages per year of formula
service credit,

Coordinated Member Basic Member

Each year of service .5 percent 1.0 percent
during first ten per year per year
Each year of service .75 percent 1.25 percent
thereafter per year per year, and

(3) The benefits provided in section 354.62, subdivision 5.

(b) This paragraph applies to a person who first became a member of the
fund before July 1, 1989, but whose annuity amount, when calculated under this
paragraph, is higher than it is when calculated under paragraph (a). The benefits

subsequent to June 30, 1978, unless the member elects continued participation
in the variable program pursuant to Minnesota Statutes 1984, section 354.621;

(2) the benefits for service credit subsequent to the effective date of the
formula and variable program but before July 1, 1978, and the benefits for
service credit subsequent to June 30, 1978, if the member elects continued
participation in the variable program pursuant to Minnesota Statutes 1984,
section 354.621, shall be the average salary as defined in subdivision 6, clause
(1), of any member multiplied by 1.25 percent for each year of service for a
basic member and by 0.75 percent for each year of service for a coordinated
member; and
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(3) the benefits provided in section 354.62, subdivision 5.

Sec. 60. Minnesota Statutes 1988, section 354.45, subdivision 1, is amended
to read:

Subdivision 1. OPTIONAL ANNUITY FORMS. The retirement board
shall establish optional annuities at retirement which shall take the form of an
annuity payable for a period certain and for life thereafter or the form of a joint
and survivor annuity. The board shall also establish an optional annuity which .
shall take the form of a guaranteed refund annuity paying the annuitant a fixed
amount for life with the guarantee that in the event of death the balance of the
accumulated deductions and interest accrued to the date of retirement will be
paid to the designated beneficiary. Except as provided in subdivision la, any
optional annuity forms shall be actuarially equivalent to the normal forms pro-
vided in section 354.44. In establishing these optional annuity forms, the board
shall obtain the written recommendation of the commission-retained actuary.
The recommendations shall be a part of the permanent records of the board.

Sec. 61. Minnesota Statutes 1988, section 354.45, is amended by adding a
subdivision to read:

Subd. 1a. BOUNCE-BACK ANNUITY. (a) If a former member or disabili-
tant selects a joint and survivor annuity option under subdivision 1, the former
member or disabilitant must receive a normal single-life annuity if the desig-
nated optional annuity beneficiary dies before the former member or disabili-
tant. 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.

Lb_) A former member or disabilitant who selected an optional joint and
survivor annuity before J uly 1, 1989, but did not choose an option that provides

disabilitant if the designated optional annuity beneficiary dies first, is eligible for
restoration of the normal single-life annuity if the designated optlonal annuity
beneficiary dies ﬁrst without further actuarial reduction of the person’s annuity.
A former member or disabilitant who selected an optional joint and survivor
annuity, but whose designated optional annuity beneficiary died before July 1,
1989, shall receive a normal single-life annuity after that date, but shall not
receive retroactive payments for periods before that date.

Sec. 62. Minnesota Statutes 1988, section 354.46, subdivision 2, is amended
to read:

Subd. 2. DEATH WHILE ELIGIBLE DESIGNATED BENEFICIARY
BENEFIT. The surviving spouse of any member or former member who has
attained the age of at least 50 years and has credit for at least five three years of
allowable service or who has credit for at least 30 years of allowable service
irrespective of age shall be entitled to joint and survivor annuity coverage in the
event of death of the member prior to retirement. If the surviving spouse does
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not elect to receive a surviving spouse benefit provided pursuant to subdivision
1, if applicable, or does not elect to receive a refund of accumulated member
contributions provided pursuant to section 354.47, subdivision 1, or 354.62,
subdivision 5, clause (3), whichever is applicable, the surviving spouse shall be
entitled to receive, upon written application on a form prescribed by the execu-
tive director, a benefit equal to the second portion of a 100 percent joint and
survivor annuity as provided pursuant to section 354.45 and computed pursuant
to section 354.44, subdivision 2, 6 or 7, whichever is applicable. The surviving
spouse may apply for the annuity at any time after the date on which the
deceased employee would have attained the required age for retirement based on
the employee’s allowable service. Sections 354.44, subdivisions 6 and 7, and
354.60 apply to a deferred annuity payable under this section. If the member
was a participant in the variable annuity division, the applicable portion of the
benefit shall be computed pursuant to section 354.62, subdivision 5, clause (1).
The benefit shall be payable for life.

Sec. 63. Minnesota Statutes 1988, section 354.47, subdivision 1, is amended
to read:

Subdivision 1. DEATH BEFORE RETIREMENT. (1) If a member dies
before retirement and is covered pursuant to the provisions of section 354.44,
subdivision 2, and neither an optional annuity, nor a reversionary annuity, nor
a benefit pursuant to section 354.46, subdivision 1 is payable to the survivors if
the member was a basic member, the surviving spouse, or if there is no surviv-
ing spouse, the designated beneficiary shall be entitled to an amount equal to the
member’s accumulated deductions with interest credited to the account of the
member to the date of death. |

(2) If a member dies before retirement and is covered pursuant to the
provisions of section 354.44, subdivisions 6 and 7, and neither an optional
annuity, nor reversionary annuity, nor the benefit described in section 354.46,
subdivision 1 is payable to the survivors if the member was a basic member, the
surviving spouse, or if there is no surviving spouse, the designated beneficiary
shall be entitled to an amount equal to the member’s accumulated deductions
credited to the account of the member as of June 30, 1957 and from July 1,
1957 to the date of death the member’s accumulated deductions plus interest at
the rate of five six percent per annum compounded annually.

(3) The amounts payable in clause (1) or (2) are in addition to the amount
payable in section 354.62, subdivision 5, for the member’s variable annuity
account.

Sec. 64. Minnesota Statutes 1988, section 354.48, subdivision 1, is amended
to read:

Subdivision 1. AGE, SERVICE AND SALARY REQUIREMENTS. Any
member who became totally and permanently disabled after at least five three
years of allowable service shall be entitled to a disability benefit in an amount
provided in subdivision 3. If such disabled person’s teaching service has termi-
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nated at any time, at least three two of the required five three years of allowable
service must have been rendered after last becoming a member. Any member
whose average salary is less than $75 per month shall not be entitled to disability
benefits.

Sec. 65. Minnesota Statutes 1988, section 354.48, subdivision 3, is amended
to read:

Subd. 3. COMPUTATION OF BENEFITS. (1) The amount of the disabil-
ity benefit granted to members covered under section 354.44, subdivision 2,
clauses (1) and (2), is an amount equal to double the annuity which could be
purchased by the member’s accumulated deductions plus interest on the amount
computed as though the teacher were at normal retirement age €5 at the time
the benefit begins to accrue and in accordance with the law in effect when the
disability application is received. Any member who applies for a disability
benefit after June 30, 1974, and who failed to make an election pursuant to
Minnesota Statutes 1971, section 354.1435, shall have the disability benefit com-
puted under this clause or clause (2), whichever is larger.

The benefit granted shall be determined by the following:
(a) the amount of the accumulated deductions;

(b) interest actually earned on these accumulated deductions to the date the
benefit begins to accrue;

(c) interest for the years from the date the benefit begins to accrue to the
date the member attains normal retirement age 65 at the rate of three percent;

(d) annuity purchase rates based on an appropriate annuity table of mortali-
ty established by the board as provided in section 354.07, subdivision 1, and
using the applicable postretirement interest rate assumption specified in section
356.215, subdivision 4d.

In addition, a supplementary monthly benefit shall be paid to basic mem-
bers only in accordance with the following table:

Age When Benefit Supplementary
Begins to Accrue Benefit
Under Age 56 $50
56 45
57 40
58 35
59 30
60 25
61 20
62 15
63 10
64 5
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(2) The disability benefit granted to members covered under section 354.44,
subdivision 6 or 7 shall be computed in the same manner as the annuity provid-
ed in section 354.44, subdivision 6 or 7 of that seetion, whichever is applicable.
The disability benefit shall be the formula annuity without the reduction for
each month the member is under normal retirement age 65 when the benefit
begins to accrue.

(3) For the purposes of computing a retirement annuity when the member
becomes eligible, the amounts paid for disability benefits shall not be deducted
from the individual member’s accumulated deductions. If the disability benefits
provided in this subdivision exceed the monthly average salary of the disabled
member, the disability benefits shall be reduced to an amount equal to the
disabled member’s average salary. ‘

Sec. 66. Minnesota Statutes 1988, section 354.48, subdivision 10,-is amended
to read:

Subd. 10. RETIREMENT STATUS AT NORMAL RETIREMENT
AGE 65. No person shall be entitled to receive both a disability benefit and a
retirement annuity provided by this chapter. The disability benefit paid to a
person hereunder shall terminate at the end of the month in which the person
attains the normal retirement age of 65 years. If the person is still totally and
permanently disabled at the beginning of the month next following the month in
which the person attains the normal retirement age of 65 yeass, the person shall
be deemed to be on retirement status and, if the person had elected an optional
annuity pursuant to subdivision 3a, shall receive an annuity in accordance with
the terms of the optional annuity previously elected, or, if the person had not
elected an optional annuity pursuant to subdivision 3a, may at the option of the
person elect to receive either a straight life retirement annuity computed pursu-
ant to section 354.44 or a straight life retirement annuity equal to the disability
benefit paid prior to the date on which the person attained the age of 65 years,
whichever amount is greater, or elect to receive an optional annuity as provided
in section 354.45, subdivision 1. Election of an optional annuity shall be made
prior to the person attaining the normal retirement age of 65 years, If an
optional annuity is elected, the election shall be effective on the date on which
the person attains the normal retirement age ef 65 years and the optional
annuity shall begin to accrue on the first day of the month next following the
month in which the person attains the La;t age of 65 years.

Sec. 67. Minnesota Statutes 1988, section 354.49, subdivision 2, is amended
to read:

Subd. 2. Except as provided in section 354.44, subdivision 1, any person
who ceases to be a member by reason of termination of teaching service, shall |
receive a refund in an amount equal to the accumulated deductions credited to |
the account as of June 30, 1957, and after July 1, 1957, the accumulated
deductions with interest at the rate of five six percent per annum compounded
annually plus any variable annuity account accumulations payable pursuant to
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section 354.62, subdivision 5, clause (4). For the purpose of this subdivision, -
interest shall be computed on fiscal year end balances to the first day of the
month in which the refund is issued.

Sec. 68. Minnesota Statutes 1988, section 354.49, subdivision 3, is amended
to read:

Subd. 3. Any person who has attained the normal retirement age of at least
65 with less than five three years of credited allowable service shall be entitled to
receive a refund in an amount equal to the person’s accumulated deductions
plus interest in lieu of a proportionate annuity pursuant to section 356.32 except
those covered under the provisions of section 354.44, subdivision 6 or 7 in
which case the refund shall be an amount equal to the accumulated deductions
credited to the person’s account as of June 30, 1957, and after July 1, 1957, the
accumulated deductions plus interest at the rate of five six percent compounded
annually.

Sec. 69. Minnesota Statutes 1988, section 354.55, subdivision 11, is amended
to read:

Subd. 11. DEFERRED ANNUITY; AUGMENTATION. Any person cov-
ered under section 354.44, subdivisions 6 and 7, 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 retirement. Eligibility for an annuity
under this subdivision shall be governed pursuant to section 354.44, subdivision
1, or 354.60.

The amount of the deferred retirement annuity shall be determined by
section 354.44, subdivisions 6 and 7, and augmented as provided in this subdi-
vision. The required reserves related to that portion of the annuity which had
accrued when the member ceased to render teaching service shall 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 effec-
tive 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 shall be five percent compounded annually com-
mencing 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. From that date to the effective date of retire-
ment, the rate is five percent compounded annually. 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 shall 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
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years and then resumes teaching service, the formula percentages used from the
date of the resumption of teaching service shall be those applicable to new
members. The mortality table and interest assumption used to compute the
annuity shall 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,

The provisions of this subdivision shall not apply to variable account accu-
mulations as defined in section 354.05, subdivision 23,

In no case shall the annuity payable under this subdivision be less than the
amount of annuity payable pursuant to section 354.44, subdivisions 6 and 7.

The requirements and provisions for retirement before normal retirement
age 65 contained in section 354.44, subdivision 6, clause (2 (3) or (5), shall also
apply.to an employee fulfilling the requirements with a combination of service
as provided in section 354.60.

The augmentation provided by this subdivision applies to the benefit pro-
vided in section 354.46, subdivision 2.

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

Sec. 70. Minnesota Statutes 1988, section 354.60, is amended to read;

354.60 SERVICE IN OTHER PUBLIC RETIREMENT FUNDS; ANNUI-
TY.

Any person who has been a member of the Minnesota state retirement
system or the public employees retirement association including the public employ-
ees retirement association police and fire fund or the teachers retirement associ-
ation or the Minnesota state patrol retirement association, or any other public
employee retirement system in the state of Minnesota having a like provision
but excluding all other funds providing benefits for police officers or firefighters
shall be entitled when qualified to an annuity from each fund if the person’s
total allowable service in all three funds or in any two of these funds totals five
three or more years, provided no portion of the allowable service upon which
the retirement annuity from one fund is based is again used in the computation
for benefits from another fund and provided further that the person has not
taken a refund from any one of these three funds since the person’s membership
in that association has terminated. The annuity from each fund shall be deter-
mined by the appropriate provisions of the law except that the requirement that
an annuitant have at least five three years’ membership service or five three
years of allowable service in the respective association shall not apply for the
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purposes of this section provided the combined service in two or more of these
funds equals five three or more years.

Sec. 71. Minnesota Statutes 1988, section 354A.011, is amended by adding
a subdivision to read:

Subd. 15a. NORMAL RETIREMENT AGE. “Normal retirement age”
means age 65 for a person who first became a member of the coordinated
program of the Minneapolis or St. Paul teachers retirement fund association or
the new law coordinated program of the Duluth teachers retirement fund associ-
ation before July 1, 1989. For a person who first became a member of the
coordinated program of the Minneapolis or St. Paul teachers retirement fund
association or the new law coordinated program of the Duluth teachers retire-
ment fund association after June 30, 1989, normal retirement age means the
higher of age 65 or retirement age, as defined in United States Code, title 42,

of the Minneapolis or St. Paul teachers retirement fund association or the old
law coordinated program of the Duluth teachers retirement fund association,
normal retirement age means the age at which a teacher becomes eligible. for a
normal retirement annuity computed upon meeting the age and service require-
ments specified in the applicable provisions of the articles of incorporation or

bylaws of the respective teachers retirement fund association,

Sec. 72. Minnesota Statutes 1988, section 354A.011, subdivision 20, is
amended to read: ;

Subd. 20. REDUCED RETIREMENT ANNUITY. “Reduced retirement
annuity” means for a coordinated member the retirement annuity computed
pursuant to section 354A.31, subdivision 4, reduced pursuant to section 354A.31,
subdivision 6 or 7, and paid or payable to a member upon meeting the mini-
mum age and service requirements specified in section 354A.31, subdivision 1,
but prior to meeting the age and service requirements specified in section 354A.31,
subdivision 5, and for a basic member the retirement annuity computed pursu-
ant to and paid or payable to a member upon meeting the minimum age and
service requirements specified in but prior to meeting the age and service require-
ments for a normal retirement annuity specified in the applicable provisions of
the articles of incorporation or bylaws of the respective teachers retirement fund
association.

Sec. 73. Minnesota Statutes 1988, section 354A.21, is amended to read:

354A.21 PROPORTIONATE ANNUITY.

A teacher who terminates employment at any timé during the academic
year at the end of which the teacher is required to terminate employment
pursuant to this section shall be entitled upon application to a proportionate
retirement annuity pursuant to section 356.32. Nothing contained in this sec-
tion shall preclude a district from employing a retired teacher as a substitute
teacher but upon having earned an amount equal to the annual maximum
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earnings allowable for that age for the continued receipt of full benefit amounts
monthly under the federal old age, survivors and disability insurance program as
set by the secretary of health and human services pursuant to the provisions of
United States Code, title 42, section 403, in any academic year from employ-
ment as a substitute teacher, any person over the age of 70 years shall terminate
employment for the remainder of that academic year. No person employed as a
substitute teacher after reaching the normal retirement age of at least 65 years
and who has retired under this chapter shall resume membership in the teachers
retirement fund association by virtue of the employment as a substitute teacher.

Sec. 74. Minnesota Statutes 1988, section 354A.31, subdivision 1, is amended
to read;

Subdivision 1. AGE AND SERVICE REQUIREMENTS. Any coordinated
member or former coordinated member who has ceased to render teaching
service for the school district in which the teachers retirement fund association
exists and who has either attained the age of at least 55 years with not less than
five three years of allowable service credit or received credit for not less than 30
years of allowable service regardless of age, shall be entitled upon written appli-
cation to a retirement annuity.

Sec. 75. Minnesota Statutes 1988, section 354A.31, subdivision 4, is amended
to read:

Subd. 4. COMPUTATION OF THE NORMAL COORDINATED RETIRE-
MENT ANNUITY. (a) The normal coordinated retirement annuity shall be an
amount equal 1o a retiring coordinated member’s average salary multiplied by
the retirement annuity formula percentage. Average salary for purposes of this
section shall mean an amount equal to the average salary upon which contribu-
tions were made for the highest five successive years of service credit, but which
shall not in any event include any more than the equivalent of 60 monthly salary

payments. Averag salary must be based upon all years of service credit if this
service credit is less than five years.

(b) This paragraph, in conjunction with subdivision 6, applies to a person
who first became a member before J __ly 1, 1989, unless paragraph (c), in con-
junction with subdivision 7, produces a higher annuity amount, in which cage
Qaragraph (c) will apply. The retirement annuity formula percentage for pur-
poses of this seetion shall mean paragraph is one percent per year for each year
of coordinated service for the first ten years and 1-1/2 percent for each year of
coordinated service thereafter,

(c) This paragraph applies to a person who first becomes a member after
June 30, 1989, and to any other member whose annuity amount, when calcu-
lated under this paragraph and in conjunction with subdivision 7 is higher than
it is when caleulated under paragraph (b), in conjunction with the provisions of
subdivision 6. The retirement annuity formula percentage for e for purposes of this
paragraph is 1-1/2 percent for each year of coordinated service.
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Sec. 76. Minnesota Statutes 1988, section 354A.31, subdivision 5, is amended
to read:

Subd. 5. UNREDUCED NORMAL RETIREMENT ANNUITY. Upon
retirement at normal retirement age 65 with at least five three years of service
credit of at age 62 with at least 30 years of serviee eredit, a coordinated member
shall be entitled to a normal retirement annuity calculated pursuant to subdivi-

sion 4.

Sec. 77. Minnesota Statutes 1988, section 354A.31, subdivision 6, is amended
to read:

Subd. 6. REDUCED RETIREMENT ANNUITY. This subdivision applies
only to a person who first became a coordinated member before July 1, 1989,
and whose annuity is higher when calculated using the retirement annuity for-
mula percentage in subdivision (4), paragraph (b), in conjunction with this
subdivision than when calculated under subdivision 4, paragraph (c), in conjunc-
tion with subdivision 7. :

(a) Upon retirement at an age prior to normal retirement age 65 with five
three years of service credit or prior to age 62 with at least 30 years of service
credit, a coordinated member shall be entitled to a retirement annuity in an
amount equal to the normal retirement annuity calculated using the retirement
annuity formula percentage in subdivision (4), paragraph (b), reduced by ene-
half one-quarter of one percent for each month that the coordinated member is
under the normal retirement age of 65 if the coordinated member has less than
30 years of service credit or is under the age of 62 if the coordinated member
has at least 30 years of service credit but is ever the age of 59; and redueed by
one-fourth of one pereent for ench month that the coordinated member is under

the age of 60.

(b) Any coordinated member whose attained age plus credited allowable
service totals 90 years is entitled, upon application, to a retirernent annuity in an
amount equal to the normal retirement annuity calculated using the retirement
annuity formula percentage in subdivision (4), paragraph (b), without any reduc-
tion by reason of garly retirement.

Sec. 78. Minnesota Statutes 1988, section 354A.31, is amended by adding
a subdivision to read:

Subd. 7. ACTUARIAL REDUCTION FOR EARLY RETIREMENT. This

subdivision applies to a person who first becomes a coordinated member after

June 30, 1989, and to any other coordinated member whose annuity is higher
when calculated using the retirement annuity formula percentage in subdivision
4, paragraph (c), in conjunction with this subdivision than when calculated
under subdivision 4, paragraph (b), in conjunction with subdivision 6. A coor-
dinated member who retires before the full benefit age shall be paid the retire-
ment annuity calculated using the retirement annuity formula percentage in
subdivision 4, paragraph (c), 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.

New language is indicated by underline, deletions by strikeont.

Copyright © 1989 by the Office of the Revisor of Statutes, State of Minnesota. All Rights Reserved.




2113 LAWS of MINNESOTA for 1989 Ch. 319, Art. 13

Sec. 79. Minnesota Statutes 1988, section 354A.32, subdivision 1, is amended
to read:

Subdivision 1. OPTIONAL FORMS GENERALLY. The boards of the
Minneapolis and the St. Paul teachers retirement fund associations shall each
establish for the coordinated program and the board of the Duluth teachers
retirement fund association shall establish for the new law coordinated program
an optional retirement annuity which shall take the form of a joint and survivor
annuity. Each board may also in its discretion establish an optional annuity
which shall take the form of an annuity payable for a period certain and for life
thereafter. Eaeh beard shall alse establish an optional retirement annuity whiech
shell tale the form of a guarantee that in the event of death the balanee of the
aceumulated deduetions shall be paid to e designated benefieiary: Except as
provided in subdivision la, optional annuity forms shall be the actuarial equiva-
lent of the normal forms provided in section 354A.31. In establishing these
optional annuity forms, the board shall obtain the written recommendation of
the commission-retained actuary. The recommendation shall be a part of the
permanent records of the board.

Sec. 80. Minnesota Statutes 1988, section 354A.32, is amended by adding
a subdivision to read:

Subd, la. BOUNCE-BACK ANNUITY. (a) If a former coordinated mem-
ber or disabilitant has selected a joint and survivor annuity option under subdi-
vision 1, 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.

(b) A former coordinated member or disabilitant who selected an optional
joint and survivor annuity before July 1, 1989, but did not choose an option
that provides that the normal single-life annuity is payable to the former mem-
ber or the disabilitant if the designated optional annuity beneficiary dies first, is
eligible for restoration of the normal single-life annuity if the designated option-
al annuity beneficiary dies first, without further actuarial reduction of the per-
son’s annuity. A former member or disabilitant who selected an optional joint
and survivor annuity, but whose designated optional annuity beneficiary died
before July 1, 1989, shall receive a normal single-life annuity after that date, but
shall pot receive retroactive payments for periods before that date.

(©) A former coordinated member or disabilitant who took a further actuari-

al reduction to elect an optional joint and survivor annuity that provides that

the normal annuity is payable o the former member or disabilitant if the
designated optional beneficiary died before July 1, 1989, shall have the annuity -
increased as of July 1, 1989, to the amount the person would have received if, at
the time of retirement or disability, the person had selected only optional survi-
vor coverage that would not have provided for restoration of the normal annuity
upon the death of the designated optional annuity beneficiary. Any annuity or
benefit increase under this paragraph is effective only for payments made after

June 30, 1989, and is not retroactive for payments made before July 1, 1989.
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Sec. 81. Minnesota Statutes 1988, section 354A.35, subdivision 1, is amended
to read:

Subdivision 1. DEATH BEFORE RETIREMENT; REFUND. If a coordi-
nated member or former coordinated member dies prior to retirement or prior
to the receipt of any retirement annuity or other benefit payment which is or
may be payable and a surviving spouse optional annuity is not payable pursuant
to subdivision 2, a refund shall be paid to the person’s surviving spouse, or if
there is none, to the person’s designated beneficiary, or if there is none, to the
legal representative of the person’s estate. The refund shall be in an amount
equal to the person’s accumulated contributions plus interest at the rate of five
six percent per annum compounded annually,

Sec. 82. Minnesota Statutes 1988, section 354A.35, subdivision 2, is amended
to read:

Subd. 2. DEATH WHILE ELIGIBLE TO RETIRE; SURVIVING SPOUSE
OPTIONAL ANNUITY. The surviving spouse of any coordinated member who
has attained the age of at least 50 years and has credit for at least five three years
of service or has credit for at least 30 years of service regardless of age shall be
entitled to joint and survivor annuity coverage in the event of death of the
member prior to retirement. The surviving spouse may apply for the annuity at
any time after the date on which the deceased employee would have attained the
required age for retirement based on the employee’s allowable service. The
member’s surviving spouse shall be paid a joint and survivor annuity as provid-
ed in section 354A.32 and computed pursuant to section 354A.31. Sections
354A.37, subdivision 2, and 354A.39 apply to a deferred annuity payable under
this section. The benefits shall be payable for life.

Sec. 83. Minnesota Statutes 1988, section 354A.36, subdivision 1, is amended
to read:

Subdivision 1. MINIMUM AGE, SERVICE AND SALARY REQUIRE-
MENTS. Any coordinated member who has at least five three years of allowable
service credit, has an average salary of at least $75 per month and has become
totally and permanently disabled shall be entitled to a disability benefit. If the
‘disabled coordinated member’s allowable service credit has not been continuous,
at least three two years of the required allowable service shall be required to
have been rendered subsequent to the last interruption in service.

Sec. 84. Minnesota Statutes 1988, section 354A.36, subdivision 3, is amended
to read:

Subd. 3. COMPUTATION OF DISABILITY BENEFIT. The coordinated
permanent disability benefit shall be an amount equal to the normal coordinated
retirement annuity computed pursuant to section 354A.31, subdivision 4, based
on allowable service credited to the date of disability but without any reduction
for the commencement of the benefit prior to the attainment of normal retire-
ment age 65 or age 62 with at least 30 years of service credit as specified in
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section 354A.31, subdivision 6. The disabled coordinated member shall not be
entitled to elect an optional annuity form pursuant to section 354A.32 prior to
attaining normal retirement age 65 as provided in subdivision 10.

Sec. 85. Minnesota Statutes 1988, section 354A.36, subdivision 10, is
amended to read:

Subd. 10. RETIREMENT STATUS UPON ATTAINING NORMAL
RETIREMENT AGE 65. No person shall be entitled to receive both a disability
benefit under this section and a retirement annuity under section 354A.31. Ifa
disability benefit recipient remains totally and permanently disabled upon attain-
ing normal retirement age 65, the disability benefit shall terminate and the
former disability benefit recipient shall be deemed to be on retirement status., If
the former disability benefit recipient had elected an optional annuity pursuant
to subdivision 3a, the recipient shall receive an annuity in accordance with the
terms of the optional annuity previously elected, or if the recipient had not
elected an optional anfuity pursuant to subdivision 3a, the recipient shall be
entitled either to receive a retirement annuity in an amount equal to the greater
of either a single life retirement annuity calculated pursuant to section 354A.31
or the disability benefit paid to the recipient immediately prior to the recipient’s
attaining normal retirement age 65 or elect either a single life retirement annuity
as prov1ded in this section or an actuarial equivalent optional form retirement
annuity as provided in section 354A.32. Election of an optional annuity shall be
made prior to the person attaining the normal retirement age of 65 yeass. If an
optional annuity is elected, the election shall be effective on the date on which _
the person attains the normal retirement age of 65 years and the optional
annuity shall begin to accrue on the first day of the month next following the
month in which the person attains the normal retirement age of 65 years.

Sec. 86. Minnesota Statutes 1988, 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 it shall be augmented as |
provided in this subdivision. The deferred annuity shall commence upon appll-
cation after the person on deferred status attains at least the minimum age
specified in section 354A.31, subdivision 1.

The monthly nnu1tz 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 teachmg service
to the effective date of retirement. . There i is no augmentatlon if this period is

annually until January 1 of the year following th_e year 11_1 wh1ch the former
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member attains age 55, and five percent compounded annually after that date to
the effective date of retirement. 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

augmented monthly annuity amounts determines the total deferred annuity pay-
able. If a person repays a refund, the service restored by the repayment must be

one fiscal year or more consecutive fiscal years and then resumes teaching serv-
ice, the formula percentages nsed from the date of resumption of teaching
service are those applicable to new members. The mortality table and interest

compute other annuities, and the jnterest 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
which 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 pro-
vided 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. 87. Minnesota Statutes 1988, section 354A.37, subdivision 3, is amended
to read: S

Subd. 3. COMPUTATION OF REFUND AMOUNT. A former coordi-
nated member who qualifies for a refund pursuant to subdivision 1 shall receive
a refund equal to the amount of the former coordinated member’s accumulated
contributions with interest at the rate of five six percent per annum com-
pounded annually.

Sec. 88. Minnesota Statutes 1988, section 354A.37, subdivision 4, is amended
to read:

Subd. 4. CERTAIN REFUNDS AT NORMAL RETIREMENT AGE 65.
Any coordinated member who has attained the normal retirement age of at least
65 with less than ten years of allowable service credit and has terminated active
teaching service shall be entitled to a refund in lieu of a proportionate annuity
pursuant to section 356.32. The refund shall be equal to the coordinated
member’s accumulated employee contributions plus interest at the rate of five
six percent compounded annually.

Sec. 89. Minnesota Statutes 1988, section 354A.39, is amended to read:

354A.39 SERVICE IN OTHER PUBLIC RETIREMENT FUNDS; ANNU-
ITY.
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Any person who has been a member of the Minnesota state retirement
system, the public employees retirement association including the public employ-
ees retirement association police and fire fund, the teachers retirement associa-
tion, the Minnesota state patrol retirement association, the legislators retirement
plan, the constitutional officers retirement plan, the Minneapolis employees retire-
ment fund, the Duluth teachers retirement fund association new law coordinated
program, the Minneapolis teachers retirement fund association coordinated pro-
gram, the St. Paul teachers retirement fund association coordinated program, or
any other public employee retirement system in the state of Minnesota having a
like provision but excluding all other funds providing retirement benefits for
police officers or firefighters shall be entitled when qualified to an annuity from
each fund if the person’s total allowable service in all of the funds or in any two
or more of the funds totals five three or more years, provided that no portion of
the allowable service upon which the retirement annuity from one fund is based
is used again in the computation for a retirement annuity from another fund and
provided further that the person has not taken a refund from any of funds or
associations since the person’s membership in the fund or association has termi-
nated. The annuity from each fund or association shall be determined by the
appropriate provisions of the law governing each fund or association, except that
the requirement that a person must have at least five three years of allowable
service in the respective fund or association shall not apply for the purposes of
this section, provided that the aggregate service in two or more of these funds
equals five three or more years.

Sec. 90. Minnesota Statutes 1988, section 356.215, subdivision 4d, is
amended to read:

Subd. 4d. INTEREST AND SALARY ASSUMPTIONS. For funds gov-
erned by chapters 3A, 352, 352B, 352C, 353, 353C, 354 other than the variable
annuity fund governed by section 354.62, and 490, the actuarial valuation shall
use a preretirement interest assumption of eight 8.5 percent, a postretirement
interest assumption of five percent, and dn assumption that in each future year
the salary on which a retirement or other benefit is based is 1.065 multiplied by
the salary for the preceding year. For funds governed by chapter 354A, the
actuarial valuation shall use preretirement and postretirement assumptions of
eight 8.5 percent and an assumption that in each future year the salary on which
a retirement or other benefit is based is 1.065 multiplied by the salary for the
preceding year, but the actuarial valuation shall reflect the payment of postre-
tirement adjustments to retirees shall be based on the methods specified in the
bylaws of the fund as approved by the legislature. For all other funds, the
actuarial valuation shall use a preretirement interest assumption of five percent,
a postretirement interest assumption of five percent, and an assumption that in
each future year the salary on which a retirement or other benefit is based is
1.035 multiplied by the salary for the preceding year.

For funds governed by chapters 3A, 352C, and 490, the actuarial valuation
shall use a preretirement interest assumption of eight 8.5 percent, a postretire- |
ment interest assumption of five percent, and an assumption that in each future |
|
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year in which the salary amount payable is not determinable from section 3.099,
15A.081, subdivision 6, or 15A.083, subdivision 1, whichever is applicable, or
from applicable compensation council recommendations under section 15A.082,
the salary on which a retirement or other benefit is based is 1.065 multiplied by
the known or computed salary for the preceding year, whichever is applicable.

Sec. 91. Minnesota Statutes 1988, section 356.215, subdivision 4g, is
amended to read:

Subd. 4g. AMORTIZATION CONTRIBUTIONS. In addition to the exhib-
it indicating the level normal cost, the actuarial valuation shall contain an
exhibit indicating the additional annual contribution which would be required
to amortize the unfunded actuarial accrued liability. For funds governed by
chapters 3A, 352, 352B, 352C, 353, 353C, 354, 354A, and 490, the additional
contribution shall be calculated on a level percentage of covered payroll basis by
the established date for full funding which is in effect when the valuation is
prepared. The level percent additional contribution shall be calculated assuming
annual payroll growth of 6.5 percent. For all other funds, the additional annual
contribution shall be calculated on a level annual dollar amount basis.

If, for any fund other than the Minneapolis employees retirement fund,
after the first actuarial valuation date occurring after June 1, 4979 1989, there
has not been a change in the actuarial assumptions used for calculating the
actuarial accrued liability of the fund, a change in the benefit plan governing
annuities and benefits payable from the fund, a change in the actuarial cost
method used in calculating the actuarial accrued liability of all or a portion of
the fund, or a combination of the three, which change or changes by themselves
without inclusion of any other items of increase or decrease produce a net
increase in the unfunded actuarial accrued liability of the fund, the established
date for full funding for the first actuarial valuation made after June 1, 1979
1989, and each successive actuarial valuation shall be the first actuarial valua-
tion date which occurs after June 1, 2669 2020.

If, for any fund or plan other than the Minneapolis employees retirement
fund, after the first actuarial valuation date occurring after June 1, 3979 1989,
there has been a change in any or all of the actuarial assumptions used for
calculating the actuarial accrued liability of the fund, a change in the benefit
plan governing annuities and benefits payable from the fund, a change in the
actuarial cost method used in calculating the actuarial accrued liability of all or
a portion of the fund, or a combination of the three, and the change or changes,
by themselves and without inclusion of any other items of increase or decrease,
produce a net increase in the unfunded actuarial accrued liability in the fund,
the established date for full funding shall be determined using the following
procedure;

(i) the unfunded actuarial accrued liability of the fund shall be determined
in accordance with the plan provisions governing annuities and retirement benefits
and the actuarial assumptions in effect before an applicable change;
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(ii) the level annual dollar contribution or level percentage, whichever is
applicable, which is needed to amortize the unfunded actuarial accrued liability
amount determined pursuant to subclause (i) by the established date for full
funding in effect prior to the change shall be calculated using the interest assump-
tion specified in subdivision 4d in effect before the change;

(iii) the unfunded actuarial accrued liability of the fund shall be determined
in accordance with any new plan provisions governing annuities and benefits
payable from the fund and any new actuarial assumptions and the remaining
plan provisions governing annuities and benefits payable from the fund and
actuarial assumptions in effect before the change;

(iv) the level annual dollar contribution or level percentage, whichever is
applicable, which is needed to amortize the difference between the unfunded
actuarial accrued liability amount calculated pursuant to subclause (i) and the
unfunded actuarial accrued liability amount calculated pursuant to subclause
(iii) over a period of 30 years from the end of the plan year in which the
applicable change is effective shall be calculated using the applicable interest
assumption specified in subdivision 4d in effect after any applicable change;

(v) the level annual dollar or level percentage amortization contribution
pursuant to subclause (iv) shall be added to the level annual dollar amortization
contribution or level percentage calculated pursuant to subclause (ii);

(vi) the period in which the unfunded actuarial accrued liability amount
determined in subclause (iii) will be amortized by the total level annual dollar or
level percentage amortization contribution computed pursuant to subclause (v)
shall be calculated using the interest assumption specified in subdivision 4d in
effect after any applicable change, rounded to the nearest integral number of
years, but which shall not exceed a period of 30 years from the end of the plan
year in which the determination of the established date for full funding using the
procedure set forth in this clause is made and which shall not be less than the
period of years beginning in the plan year in which the determination of the
established date for full funding using the procedure set forth in this clause is
made and ending by the date for full funding in effect before the change; and

(vii) the period determined pursuant to subclause (vi) shall be added to the
date as of which the actuarial valuation was prepared and the date obtained
shall be the new established date for full funding.

For the Minneapolis employees retirement fund, the established date for full
funding shall be June 30, 2017.

Sec. 92. Minnesota Statutes 1988, section 356.30, subdivision 1, is amended
to read:

Subdivision 1. ELIGIBILITY; COMPUTATION OF ANNUITY. (1) Not-
withstanding any provisions to the contrary of the laws governing the funds
enumerated in subdivision 3, a person who has met the qualifications of clause
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(2) may elect to receive a retirement annuity from each fund in which the person
has at least six months allowable service, based on the allowable service in each
fund, subject to the provisions of clause (3).

(2) A person may receive upon retirement, in lieu of any augmentation of
deferred annuities provided by laws governing the funds enumerated in subdivi-
sion 3, a retirement annuity from each fund in which the person has at least six
months allowable service if

(a) the person has allowable service totaling five of more years an amount
that allows the person to receive an annuity in any two or more of the enumerat-

ed funds;

(b) the person has at least six months of allowable service with the last such
fund earned during the last period of employment; and

(c) the person has not begun to receive an annuity from any enumerated
fund or the person has made application for benefits from all funds within a
six-month period.

(3) The retirement annuity from each fund shall be based upon the allowa-
ble service in each fund, except that:

(a) The laws governing annuities shall be the law in effect on the date of
final termination from the last public service under a covered fund.

(b) The “average salary” on which the annuity from each covered fund in
which the employee has credit in a formula plan shall be based on the employ-
ee’s highest five successive years of covered salary during the entire service in
covered funds.

(c) The formula percentages to be used by each fund shall be those percent-
ages prescribed by each fund’s formula as continued for the respective years of
allowable service from one fund to the next, recognizing all previous allowable
service with the other covered funds.

(d) Allowable service in all the funds shall be combined in determining
eligibility for and the application of each fund’s provisions in respect to actuari-
al reduction in the benefit amount for retirement prior to normal retirement.

(¢) The benefit amount payable for any allowable service under a nonfor-
mula plan of a covered fund shall not be affected but such service and covered
salary shall be used in the above calculation.

(f) This section shall not apply to any person whose final termination from
the last public service under a covered fund is prior to May 1, 1975.

() For the purpose of computing benefits under this section the formula
percentages used by any covered fund shall in no event exceed 2-1/2 percent per
year of service for any year of service or fraction thereof.
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(h) Any period of time for which a person has credit in more than one of the
covered funds shall be used only once for the purpose of determining total
allowable service.

(i) If the period of duplicated service credit is more than six months, or the
person has credit for more than six months with each of the funds, each fund
shall 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 funds for the period.

(i) If the period of duplicated service credit is less than six months, or when
added to other service credit with that fund is less than six months, the service
credit shall be ignored and a refund of contributions made to the person in
accord with that fund’s refund provisions.

Sec. 93. Minnesota Statutes 1988, section 356.32, subdivision 1, is amended
to read:

Subdivision 1. PROPORTIONATE RETIREMENT ANNUITY. Notwith-
standing any provision to the contrary of the laws governing any of the retire-
ment funds referred to in subdivision 2, any person who is an active member of
any applicable fund, who has credit for at least one year but less than ten years
of allowable service in one or more of the applicable funds, and who terminates
active service pursuant to a mandatory retirement law or policy or at age 65 or
older, or the normal retirement age if this age is not age 65, for any reason shall
be entitled upon making written application on the form prescribed by executive
director or executive secretary of the fund to a proportionate retirement annuity
from each applicable fund in which the person has allowable service credit. The
proportionate annuity shall be calculated under the applicable laws governing
annuities based upon allowable service credit at the time of retirement and the
person’s average salary for the highest five successive years of allowable service
or the average salary for the entire period of allowable service if less than five
years. Nothing in this section shall prevent the imposition of the appropriate
early retirement reduction of an annuity which commences prior to normal
retirement age,

Sec. 94. FIRST CLASS CITY TEACHER FUNDS.

In accordance with Minnesota Statutes, section 354A.12, subdivision 4,
approval is granted for the teachers retirement fund associations in each of the

the Duluth teachers retirement fund association.

(a) For purposes of this paragraph, the retirement formula percentages are:
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(1) for Minneapolis teachers retirement fund: 2.25 percent for each year of
service;

(2) for St. Paul teachers retirement fund: 2.0 percent for each year of
service; and

(3) for Duluth teachers retirement fund old coordinated plan: 1.25 percent
for each year of service.

A member whose age plus credited allowable service totals 90 years, is
entitled upon termination of active service and application, to a normal retire-
ment annuity provided in the articles and bylaws without any reduction in the
amount of the annuity by reason of early retirement unless the benefit in para-
graph (b) in conjunction with paragraph (c) produces a higher annuity in which
case, paragraph (b) applies. A member who retires before the normal retirement
age shall be provided a normal retirement annuity provided in the articles and
bylaws, reduced by one-fourth of one percent for each month that the employee
is under normal retirement age at the time of retirement unless the benefit in
paragraph (b) in conjunction with paragraph (c) produces a higher annuity, in
which case paragraph (b) applies. For the Minneapolis ieachers retire-

more years of service, the early retirement penalty contained in the articles and
bylaws is repealed.

(b) This paragraph applies only to a member whose annuity, when calcu-
lated under this paragraph in conjunction with paragraph (c), is higher than
when calculated under paragraph (a). The average salary, as specified in the
bylaws of St. Paul teachers retirement fund association, the bylaws of Duluth
teachers retirement fund association, and the bylaws of Minneapolis teachers
retirement fund association, multiplied by 2.5 percent for each year of service

members of Duluth teachers retirement fund association, shall determine the
amount of the retirement annuity to which a member is entitled.

(c) This paragraph applies only to a member whose annuity under para-
graph (b) in conjunction with this paragraph is higher than when calculated
under paragraph (a). A member who retires under the formula annuity specified
in paragraph (b) before the normal retirement age defined in section 354A.011,
shall be paid the normal annuity provided in paragraph (b) reduced so that the
reduced annuity is the actuarial equivalent of the annuity that would be payable
to the emplovee if the employee deferred receipt of the annuity and the annuity
amount were augmented at an annual rate of three percent compounded annual-
ly from the day the annuity begins to accrue until the normal retirement age.

pounded annuaily.
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(e) Any joint and survivor annuity option is subject to an automatic bounce-
back annuity as provided in section 354A.32, subdivision la.

(£ A member who js eligible for a deferred retirement annuity shall have the
annuity augmented as provided in section 354A.37, subdivision 2.

(g) The first class city teachers retirement funds, may provide optional
annuity forms to its retirement program which are the actuarial equivalent of its
normal retirement annuity. For all optional forms, the board shall obtain the
written recommendation of an approved actuary and the recommendation shall
be a part of the permanent records of the board.

Sec. 95. [356.82] SAVINGS CLAUSE.

Tlie intent of the legislature in sections 352.01, subdivision 25; 353.01,
subdivision 35; 354.05, subdivision 38; and 354A.011, subdivision 15a is to
create a normal retirement age for persons first covered by those sections after

determines that the legislature may not incorporate by reference the future
changes in federal Social Security law, the legislature reserves the right to amend

law.

Sec. 96. [356.85] REVIEW OF RULE OF 90.

By September 1, 1993, the executive directors of the teachers retirement
association, the state retirement system, and each teachers retirement fund asso-

were eligible to retire without any reduction in their annuity due to early retire-
ment because their attained age plus credited allowable service totaled 90 years
between the effective date of sections 352.116; 354.44, subdivision 6; 354A.31,
subdivision 6, and 98 and June 30, 1993. The executive directors must also
calculate the namber of these employees who did retire early and who received
an unreduced annuity because their attained age plus credited allowable service |
totaled 90 years. The executive directors must report the results of their calcula- |
tion to the executive director of the legislative commission on pensions |
and retirement. If the calculation shows that number of emplovyees from all of |

percent of the number from all the systems who were eligible to retire under the
rule of 90, sections 352.116, subdivision 1, paragraph (b), section 354.44, subdi-
vision 6, clause (3)(iii), section 354A.31, subdivision 6, paragraph (b), and any
provision in the bylaws or articles of incorporation of a teachers retirement fund
association in the city of the first class that permits unreduced retirement under

must make a similar combined calculation before September 1, 1998 and Sep-

four year period ending on the most recent June 30. If any calculation shows
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percent of the number eligible to retire under the rule of 90, sections 352.116,
subdivision 1, paragraph (b), section 354.44, subdivision 6, clause (3)(iii), sec-
tion 354A.31, subdivision 6, paragraph (b), and any provision in the bylaws or
articles of incorporation of a teachers retirement fund association in the city of

effective after the following June 30. The legislature reserves the right to amend
or repeal sections 352.116, subdivision 1, paragraph (b), section 354.44, subdivi-
sion 6, clause (3)(iii), section 354A.31, subdivision 6, paragraph (b), and any
provision in the bylaws or articles of incorporation of a teachers retirement fund
association in the city of the first class that permits unreduced retirement under

the rule of 90, effective July 1, 1994 and July 1 every fifth year after 1994.

Sec. 97. APPROPRIATION.

Subdivision 1. GENERAL FUND. There is appropriated from the general
fund to the commissioner of finance $3,916,000 in fiscal year 1990 and $4,123,000
in fiscal year 1991 for allocation among state agencies and the University of
Minnesota to offset the costs of increases in the employer contribution rate for
the general plan of the Minnesota state retirement system. Of these amounts,
$800,000 in fiscal year 1990 and $850,000 in fiscal year 1991 js for allocation
among state supported accounts at the University of Minnesota in proportion to
estimated salaries paid to members of the general plan of the Minnesota state
retirement system; $3,001,000 in fiscal year 1990 and $3,152,000 in fiscal year
1991 is for allocation among state agencies in proportion to estimated salaries
paid from the state general fund to members of the general plan of the Minneso-
ta state retirement system; and $115,000 in fiscal year 1990 and $121,000 in
fiscal year 1991 is for allocation to state agencies in proportion to the estimated

state general fund monies from the following internal service funds: computer
services, plant management, printing, motor pool, central stores, micrographics,
telecommunications, general services, and office equipment.

Subd. 2. OTHER FUNDS. Except as limited by the direct appropriations
from the state general fund made in this section, the amounts necessary to pay
the cost of increases in the employer contribution rate for the general plan of the
Minnesota state retirement system, are appropriated from the various funds in
the state treasury from which salaries are paid, to the commissioner of finance,
for the fiscal years ending June 30, 1990 and June 30, 1991.

Sec. 98. REPEALER.
Minnesota Sfatutes 1988, section 354A.32, subdivision 2, is repealed.

Sec. 99. EFFECTIVE DATE.,

paragraph (f), are effective May 16, 1989, and apply retroactively to a person
who is eligible for a deferred retirement annuity on that date, and whose retire-
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ment annuity has not begun to accrue. The increased employee or member and
employer contribution rates are effective on the first day of the first pay period

occurring after July 1, 1989.

ARTICLE 14
PARTIAL POSTRETIREMENT ADJUSTMENTS

Section 1. Minnesota Statutes 1988, section 11A.18, subdivision 9, is amended
to read: :

Subd. 9. CALCULATION OF POSTRETIREMENT ADJUSTMENT. Annu-
ally, following June 30, the state board shali determine whether a postretirement
adjustment shalt be js payable and shall determine the amount of any postretire-
ment adjustment which shell be that is payable.

(1) The state board shall determine whether a postretirement adjustment
shall be is payable using the following procedure:

(a) The state board shall determine the amount of dividends, interest, accru-
als and realized capital gains or losses applicable to the most recent fiscal year
ending June 30;

(b) The amount of reserves required for the annuity or benefit payable to an
annuitant and benefit recipient of the participating public pension plans or
funds shall be determined by the commission-retained actuary as of the current
June 30. An annuitant or benefit recipient who has been receiving an annuity or
benefit for at least ene year 12 full months as of the current June 30 shel} be is
eligible to receive a full postretirement adjustment. An annuitant or benefit

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 and. 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 shall be reported separately. This amount
is known as “nonelipible reserves.” For an annujtant 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

shall be separately reported as additional “noneligible reserves.” The amount of
the “eligible” and “noneligible” required reserves shall be certified to the board
by the commission-retained actuary as soon as is practical following the current
June 30;
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(c) The state board shall determine the amount of investment income required
to equal five percent of the total amount of the required reserves as of the
preceding June 30 adjusted by five percent of each transfer in or transfer out
multiplied by the fraction of a year from the date of transfer to the current June
30. This amount of required investment income shall be subtracted from the
actual amount of investment income determined according to clause (1)(a), to
determine the amount of excess investment income. If this amount is positive,
then a postretirement adjustment may be paid.

(2) The state board shall determine the amount of any postretirement adjust-
ment which is payable using the following procedure:

(a) The state board shall determine the amount of excess investment income
by the method indicated in clause (1);

(b) 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 the a full or partial postretirement adjustment as determined
by clause (1)(b) shall be certified to the state board by the commission-retained
actuary. The total “eligible” required reserves shall be determined by the com-
mission-retained actuary on the assumption that all annuitants and benefit recip-
ients eligible to receive the a full or partial postretirement adjustment will be
alive on the January 1 in question;

(c) If the state board determines that the book value of the assets of the
fund is less than an amount equal to the total amount of the current June 30
required reserves, with the book value and required reserves to be determined
after the adjustments provided for in subdivision 11, then the state board shall
allocate five percent of the excess investment income as an asset of the fund.

The excess investment income allocated as an asset of the fund shall not exceed
the difference between book value and required reserves. The remaining amount
shall be termed available for distribution. The book value of assets on any given
date shall be the net assets at cost less the excess investment income determined
pursuant to clause (1)(c);

(d) The resulting total amount available for distribution shall be increased
by 2-1/2 percent, and the result shall be stated as a percentage of the total
amount of the required reserves pursuant to clause (2)(b), and if the percentage
is equal to or greater than one percent, the amount shall be certified to each
participating public pension fund or plan as the ameunt of the full postretire-
ment adjustment amount. If the percentage is less than one percent, no postre-
tirement adjustment shall be payable in that year and the amount otherwise
available for distribution shall be credited to a separate reserve established for
this purpose. The reserve shall be invested in the same manner as all other
assets of the fund and shall be credited with any investment income as specified
in clause (1)(a). Amounts credited to the reserve shall be utilized in determining
a postretirement adjustment in the subsequent year. The amount of any full
postretirement adjustment certified by the state board as payable to the par-
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ticipating public pension plans or funds shall be carried to five decimal places
and stated as a percentage.

(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 postre-
tirement adjustment. The period certain retirement annuity plus the life retire-
ment annuity shall be the annuity amount payable until age 62 or 65, whichever
applies. A postretirement adjustment granted on the period certain retirement
annuity must terminate when the period certain retirement annuity terminates.

Sec. 2. Minnesota Statutes 1988, section 11A.18, subdivision 10, is amended
to read:

Subd. 10. PAYMENT OF POSTRETIREMENT ADJUSTMENT. Upon
receiving the certification of the amount of the full postretirement adjustment
from the state board, each participating public pension fund or plan shall deter-
mine the amount of the postretirement adjustment payable to each eligible
annuitant and benefit recipient. The dollar amount of the postretirement adjust-
ment payable to each annuitant or benefit reeipient shall be calculated by apply-
ing the certified postretirement adjustment percentage to the amount of the
monthly annuity or benefit payable to each eligible annuitant or benefit recipient
eligible for a full adjustment.

annuitant or benefit recipient eligible for a partial adjustment shall be calculated
by first determining a partial percentage amount that bears the same ratio to the

monthly annuity or benefit payable to each annuitant or benefit recipient eligible
to receive a partial postretirement adjustment. The postretirement adjustment
adjustments shall commence to be paid on January 1 following the calculations
required pursuant to this section and shall thereafter be included in the monthly
annuity or benefit paid to the recipient. Notwithstanding section 356.18, any
adjustment adjustments pursuant to this section shall be paid automatically
unless the intended recipient files a written notice with the applicable participat-
ing public pension fund or plan requesting that the adjustment not be paid.

Sec. 3. EFFECTIVE DATES.
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ARTICLE 15
PRE 1973 RETIREES

Section 1. [356.86] POSTRETIREMENT ADJUSTMENT; LUMP SUM
PAYMENTS.

Subdivision 1. ENTITLEMENT. A person who is receiving a retirement
annuity, a disability benefit or a surviving spouse’s annuity or benefit from a
retirement fund specified in subdivision 3, clauses (1) to (8) is entitled to receive
a postretirement adjustment from the applicable retirement fund in the amount

specified in subdivision 2, if the annuity or benefit was computed under:

(1) the laws in effect before June 1, 1973, if the person is receiving an
annuity or benefit from the retirement fund specified in subdivision 3, clause (4);

or

annuity or benefit from a retirement fund specified in subdivision 3, clause (1),
@), B3, or (5); or

(3) the metropolitan transit commission-transit operating division employ-
ees retirement fund plan document in effect on or before December 31, 1977, if
the person is receiving a retirement annuity, a disability benefit or a surviving
spouse’s annuity or benefit from the retirement fund specified in subdivision 3,

clause (5); or

Laws 1987, chapter 372, article 3, if the person is receiving an annuity or benefit
from the retirement fund specified in subdivision 3, clause (6); or

(5) the laws in effect before January 1, 1970, if the person is receiving an
annuity or benefit from the retirement fund specified in subdivision 3, clause (7);

or

(6) the laws in effect before June 30, 1971, if the person is receiving an
annuity or benefit from the retirement fund specified in subdivision 3, clause (8).

Subd. 2. AMOUNT OF POSTRETIREMENT ADJUSTMENT; PAY-
MENT. (a) For any person receiving an annuity or benefit on November 30,
1989, and entitled to receive a postretirement adjustment under subdivision 1,
the postretirement adjustment is a lump sum payment calculated under para-

graph (b) or (c).

(b) For coordinated plan members the postretirement adjustment in 1989 is
$25 for each full year of allowable service credited to the person by the respec-
tive retirement fund. In 1990 and each following year the postretirement adjust-
ment is the amount payable in the preceding year increased by the same percentage
applied to regular annuities paid from the postretirement fund or, for the retire-
ment funds specified in subdivision 3, clauses (6), (7), and (8), by the same
percentage applied under the articles of incorporation and bylaws of these funds.
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(c) For basic plan members the postretirement adjustment, in 1989 is the
greater oft

(1) $25 for each full year of allowable service credited to the person by the
respective retirement fund; or

(2) the difference between:

(i) the product of $400 times the number of full years of allowable service
credited to the person by the respective retirement fund; and

employee pension plan, and cash benefits payable to the person from the social
security administration.

In 1990 and each following vear each basic plan member shall receive the
amount received in the preceding year jncreased by the same percentage applied
to regular annuities paid from the postretirement fund or, for the retirement
funds specified in subdivision 3, clauses (6), (7), and (8), by the same percentage
applied under the articles of incorporation and bylaws of these funds.

those persons receiving an annuity or benefit on November 30, 1989, on Decem-
ber 1, 1989. In subsequent years the adjustment must be paid on December 1,
unless the beneficiary is entitled to participate in an optional benefit receipt
schedule under subdivision 4. This section does not authorize the payment of a
postretirement adjustment to an estate. Notwithstanding section 356.18, the

requesting that the postretirement adjustment not be paid. ‘

|
Subd. 3. COVERED RETIREMENT FUNDS. The postretirement adjust- ‘
ment provided in this section applies to the following retirement funds:
|

|

(1) public employees retirement fund;

{2) public emplovees police and fire fund;

(3) teachers retirement fund;

(4) state patrol retirement fund;

(5) state employees retirement fund of the Minnesota state retirement
system;

(6) Minneapolis teachers retirement fund assocjation established under chap-
ter 354A;

(7) St. Paul teachers retirement fund association, established under chapter
354A; and

New language is indicated by underline, deletions by strikeout.

Copyright © 1989 by the Office of the Revisor of Statutes, State of Minnesota. All Rights Reserved.



Ch. 319, Art. 15 LAWS of MINNESOTA for 1989 2130

(8) Duluth teachers retirement fund association established under chapter
354A.

Subd. 4. OPTIONAL BENEFIT PAYMENT SCHEDULE. Basic plan
benefit recipients receiving adjustments under subdivision (2), clause (2)(c) and
whose adjustment exceeds 20 percent of their Minnesota plan benefit may elect
to have the amount of the benefit adjustment paid in equal monthly amounts
instead of receiving a benefit adjustment on December 1 of each year. Selection
of this option must be made by the recipient in writing on forms prepared by the
retirement association,

Subd. 5. SOCIAL SECURITY INFORMATION. To be eligible for a
benefit adjustment calculated under subdivision 2, clause (2)(c), a person must
authorize the social security administration to release to the retirement associa-
tion information on the person’s social security cash benefits.

Subd. 6. REPORT. By September 30, 1990, the retirement funds listed in

the number of benefit recipients eligible for each type of adjustment established
in subdivision 2, the annual cost of each type of adjustment, and the estimated
actuarial liability associated with each.

Sec. 2. POSTRETIREMENT ADJUSTMENT; LUMP SUM PAY-
MENTS; MINNEAPOLIS EMPLOYEES RETIREMENT FUND.

Subdivision 1. ENTITLEMENT. Any person who is receiving either an
“$2 bill and annuity” annuity from—ilg Minneapolis employees retirement fund
is entitled to receive a postretirement adjustment from the applicable retirement
fund in the amount specified in subdivision 2. )

Subd. 2. AMOUNT OF POSTRETIREMENT ADJUSTMENT; PAY-
MENT. For any person receiving an annuity or benefit on November 30, 1989,
or on November 30, 1990, and entitled to receive a postretirement adjustment
under subdivision 1, the postretirement adjustment under subdivision 1, the
postretirement adjustment is a lump sum payment in an amount equal to $25
during 1989 and $25 during 1990 for each full year of allowable service credited
to the person by the respective retirement fund.

The postretirement adjustment provided in this section is payable for those
persons receiving an annuity or benefit on November 30, 1989, on December 1,
1989, and for those persons receiving an annuity or benefit on November 30,
1990, on December 1, 1990. This section does not authorize the payment of a
postretirement adjustment to an estate. Notwithstanding Minnesota Statutes,

be paid automatically unless the intended recipient files a written notice with the
retirement fund requesting that the postretirement adjustment not be paid.

Subd. 3. APPROPRIATION AND TERMINAL AUDIT. To fund the
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postretirement benefits provided in this section for eligible persons in the Min-
neapolis employees retirement fund, there is appropriated from the general fund
the amount of $916,745 for fiscal year 1990 and $916,745 for fiscal year 1991.
The Minneapolis employees retirement fund shall, as soon as practical following
the payment of the postretirement adjustment, calculate the amount of any

the postretirement adjustments provided in this section. The calculations required
by this subdivision must be reported to and verified by the commissioner of
finance. Amounts equal to reported excess appropriations must be returned to
the general fund.

ARTICLE 16
LEGISLATORS

Section 1. Minnesota Statutes 1988, section 3A.01, is amended by adding a
subdivision to read:

Subd. 6a. SALARY. “Salary” means the regular compensation payable
under law to legislators and paid to the person for service as a legislator. The
term includes the monthly compensation paid to the legislator, and the per diem
payments paid during a regular or special session to the legislator. The term
does not include per diem payments paid 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 Jiving expense payments under section 3.103.

Sec. 2. Minnesota Statutes 1988, section 3A.01, subdivision 7, is amended
to read:

Subd. 7. AVERAGE MONTHLY SALARY. With regard to any member
of the lepislature whese serviee terminates prior to the beginning of the 198+
the member’s final torm of office as a member of the legislature; and with regard
te any member of the legislature whose serviee terminates after the beginning of
the 1981 legislative sesston; “Average monthly salary” means the average of the
member’s highest five successive years of salary received as a member of the
legislature after the beginning of the 198+ legislative session; or all the years and
months salary after the beginning of the 198+ legislative session if the member’s
shall not be ineluded in any ealeulation of the average monthly salary of a
jegislater or former Jegislater and upon which the member has made contribu-
tions under section 3A.03, subdivision 1, payments for past service under sec-
tion 3A.02, subdivision 2, or payments in lieu of contributions under section
3A.031.
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Sec. 3. Minnesota Statuies 1988, section 3A.02, subdivision 1, is amended
to read:

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

(1) ¥Whe has served at least six full years, without regard to the application
of section 3A.10, subdivision 2, or who has served during all or part of four
regular sessions as a member of the legislature, which service need not be
continuous; but must have been after January +; 1965 exeept as hereinaf-

ter provided; and
(2) whe atteins has attained the normal retirement age; and

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

(4) Whe has made all contributions provided for in section 3A.03, er whe
has made paymentsiﬂﬁeuefaﬂeeﬁtﬁba&enspfeﬁdedfefinsee&eﬁ%aa
provided for in for past service under subdivision 2, or has made payments in
lieu of contributions under section 3A. 031: shall be en{-lﬂed upen written apphi-
eation to the direetor to receive a retirement allowanee monthly.

(b) For service rendered prier te before the beginning of the 1979 legislative
session, but not to exceed eight years of service, the retirement allowance shall
be is an amount equal to five percent per year of service of that member’s
average monthly salary. For service in excess of eight years rendered prier te
before the beginning of the 1979 legislative session, and for service rendered
after the beginning of the 1979 legislative session, the retirement allowance shalt
be is an amount equal to 2-1/2 percent per year of service of that member’s

average monthly salary.

(c) The retirement allowance shell aesrte accrues beginning with the first
day of the month of receipt of the application and for the remainder of the
former legislator’s life, previded if the former legislator is not serving as a
member of the legislature or as a constitutional officer or commissioner as
defined in section 352C.021, subdivisions 2 and 3.

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

{e) The retirement allowance shal eease ceases with the last payment whieh
had that accrued to the retired legislator during the retired legislator’s lifetime,
except that the surviving spouse, if any, shelt be is entitled to the retirement
allowance for the calendar month in which the retired legislator died.

member contributions thereafter be required for more than 20 years serviee:
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Sec. 4. Minnesota Statutes 1988, section 3A.02, subdivision 1b, is amended
to read:

Subd. 1b. REDUCED RETIREMENT ALLOWANCE. Upon separation
from service after the beginning of the 1981 legislative session, a former member
of the legislature who has attained the age of at least 60 years and who is
otherwise qualified in accordance with subdivision 1 is entitled upon making
written application on forms supplied by the director to a retirement allowance
in an amount equal to the retirement allowance specified in subdivision 1 reduced
by one-half of one pereent for each month that the former member of the
legislature is under so that the reduced annuity is the actuarial equivalent of the
annuity that would be payable if the former member of the legislature deferred
receipt of the annuity and the annuity amount were augmented at an annual rate
of three percent compounded annually from the date the annuity begins to
accrue until age 62.

Sec. 5. Minnesota Statutes 1988, section 3A.02, subdivision 4, is amended
to read:

Subd. 4. DEFERRED ANNUITIES AUGMENTATION. The deferred annu-
ity of any former legislator shall be augmented as provided herein. The required
reserves applicable to the deferred annuity, determined as of the date the benefit
begins to accrue using an appropriate mortality table and an interest assumption
of five percent, shall be augmented from the first of the month following termi-
nation of service, or July 1, 1973, whichever is later, to the first day of the
month in which the annuity begins to accrue, at the rate of five percent per
annum compounded annually until January 1, 1981, and thereafter at the rate of
three percent per annum compounded annually until January 1 of the year in

of retirement, the rate is five percent compounded annually.

"Sec. 6. [3A.031] PAYMENTS IN LIEU OF MEMBER CONTRIBU-
TIONS IN CERTAIN INSTANCES.

A member may make a payment in lieu of member contributions on all or
a portion of the member’s per diem payments that were paid during the regular
and special sessions after December 31, 1988, and before July 1, 1989. The |
amount of the payment is nine percent of the regular or special session per diem
payments paid during the applicable period, plus interest at the annual rate of
six percent, compounded annually, from the date the per diem payment was
made to the date on which the payment in lieu of member contributions is

made.

Sec. 7. TRANSITIONAL PROVISION.

service limit in Minnesota Statutes 1988, section 3A.02, subdivision 1, applies is
entitled to again accrue service credit in and have member contributions deducted

1989 legislative session.
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Sec. 8. REPEALER.

Section 6 is repealed, effective July 1, 1994.
Sec. 9. EFFECTIVE DATE.

applies retroactively to January 1, 1989.

ARTICLE 17

POLICE AND FIRE

Section 1. Minnesota Statutes 1988, section 352.116, is amended by adding
a subdivision to read:

Subd. 32, BOUNCE BACK ANNUITY. (a) The board of trustees must

employees and state patrol retirement funds. Under this option, a former mem-

ber 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 apnuity in the event of the death of the
designated optional annuity beneficiary.

who selected an optional joint and survivor annuity before July 1, 1989, but did

not choose an option that provides that the normal single life annuity is payable

beneficiary dies first, is eligible for restoration of the normal single life annuity if

the designated optional annuity beneficiary dies first, without further actuarial
reduction of the person’s annuity. A former member or disabilitant who selected
an optional joint and survivor annuity, but whose designated optional annuity
beneficiary died before July 1, 1989, shall receive a normal single life annuity

after that date, but shall not receive retroactive payments for periods before that
date.

(c) A former member or disabilitant who took a further actuarial reduction
to elect an optional joint and survivor annuity that provides that the normal
annuity is payable to the former member or disabilitant if the designated option-
al beneficiary died before July 1, 1989, shall have their annuity increased as of
July 1, 1989, to the amount the person would have received if, at the time of
retirement or disability, the person had selected only optional survivor coverage
that would not have provided for restoration of the normal-annuity upon the
death of the designated optional annuity beneficiary. Any annuity or benefit
increase under this paragraph is effective only for payments made after June 30,
1989, and is not retroactive for payments made before July 1, 1989.
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Sec. 2. Minnesota Statutes 1988, section 352.93, subdivision 2, is amended
to read;

Subd. 2. CALCULATING MONTHLY ANNUITY. The monthly annuity
under this section must be determined by multiplying the average monthly
salary by the number of years, or completed months, of covered correctional
service by 2.5 percent for the first 25 years of eorreetional serviee and twe
pereent for each year after that, However, the monthly annuity must not exceed
75 percent of the average monthly salary.

Sec. 3. Minnesota Statutes 1988, section 352.93, is amended by adding a
subdivision to read:

Subd. 2a. EARLY RETIREMENT. Any covered correctional employee

allowable service is entitled upon application to a retirement annuity equal to
the normal annuity calculated under subdivision 2, reduced so that the reduced
annuity is the actuarial equivalent of the annuity that would be payable if the
employee deferred receipt of the annuity from the day the annuity begins 1o
accrue to age 55.

Sec. 4. Minnesota Statutes 1988, section 352.95, subdivision 1, is amended
to read: : '

Subdivision 1. JOB-RELATED DISABILITY. A covered correctional employ-
ee less than 55 years old who becomes disabled and physically unfit to perform
the duties of the position as a direct result of an injury, sickness, or other
disability incurred in or arising out of any act of duty that makes the employee
physically or mentally unable to perform the duties, is entitled to a disability
benefit based on covered correctional service only. The benefit amount must
equal 50 percent of the average salary defined in section 352.93, plus an addi-
tional 2-1/2 percent for each year of covered correctional service in excess of 20
years but not in excess of 25 yenrs; and twe percent for each year of covered
eorrectional serviee in exeess of 25 years, prorated for completed months; te a
maximum monthly benefit of 75 pereent of the average monthly salary.

Sec. 5. Minnesota Statutes 1988, section 352.95, subdivision 2, is amended
to read:

Subd. 2. NON-JOB-RELATED DISABILITY. Any covered correctional
employee who, after at least five years one year of covered correctional service,
before reaching the age of 55 becomes disabled and physically unfit to perform
the duties of the position because of sickness or injury occurring while not
engaged in covered employment, is entitled to a disability benefit based on
covered correctional service only. The disability benefit must be computed as
provided in section 352,93, subdivisions 1 and 2, and computed as though the
employee had at least ten 15 years of covered correctional service.

Sec. 6. Minnesota Statutes 1988, section 352B.08, subdivision 2, is amended
to read:
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Subd. 2. NORMAL RETIREMENT ANNUITY. The annuity must be
paid in monthly installments. The annuity shall be equal to the amount deter-
mined by multiplying the average monthly salary of the member by 2-1/2 per-
cent for each year and pro rata for completed months of service net exeeeding
25 years and two pereent for each year and pre rata for completed menths of
service in exeess of 25 years.

Sec. 7. Minnesota Statutes 1988, section 352B.08, is amended by adding a
subdivision to read:

application to a retirement annuity equal to the normal annuity calculated under
subdivision 2, reduced so that the reduced annuity is the actuarial equivalent of
the annuity that would be payable if the member deferred receipt of the annuity
from the day the annuity begins to accrue to age 55.

Sec. 8. Minnesota Statutes 1988, section 352B.10, subdivision 1, is amended
to read:

Subdivision 1. INJURIES, PAYMENT AMOUNTS. Any member less
than 55 years old, who becomes disabled and physically or mentally unfit to
perform duties as a direct result of an injury, sickness, or other disability incurred
in or arising out of any act of duty, shall receive disability benefits while dis-
abled. The benefits must be paid in monthly installments equal to the member’s
average monthly salary multiplied (B by 50 percent and, (2} by plus an addition-
al 2-1/2 percent for each year and pro rata for completed months of service in
excess of 20 years, but not execeding 25 years and twe pereent for each year and
pro rate for completed months ef serviee in exeess of 25 years if any.

Sec. 9. Minnesota -Statutcs 1988, section 352B.10, subdivision 2, is amended
to read:

Subd. 2. UNDER 55; DISABLED WHILE NOT ON DUTY. If 2 member
terminates employment after at least five years one year of service, before reach-
ing the age of 55, because of sickness or injury occurring while not on duty and
not engaged in state work entitling the member to membership, and the termina-
tion is necessary because the member cannot perform duties, the member is
entitled to receive a disability benefit. The benefit must be in the same amount
and computed in the same way as if the member were 55 years old at the date of
disability and the annuity were paid under section 352B.08. If disability under
this clause occurs after five one but before ter 15 years service, the disability
benefit must be computed as though the member had ten 15 years service.

Sec. 10. Minnesota Statutes 1988, section 352B.11, subdivision 2, is amended
to read:

Subd. 2. DEATH; PAYMENT TO SPOUSE AND CHILDREN. If a mem-
ber serving actively as a member, a member receiving the disability benefit
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provided by section 352B.10, subdivision 1, or a former member receiving a
disability benefit as provided by section 352B.10, subdivision 3, dies from any
cause, the surviving spouse and dependent children are entitled to benefit pay-
ments as follows:

{a) A member with at least five years of allowable service or a former
member with at least 20 years of allowable service is deemed to have elected a
100 percent joint and survivor annuity payable to a surviving spouse only on or
after the date the member or former member became or would have become 55.

(b) The surviving spouse of a member who had credit for less than five years
of service shall receive, for life, a monthly annuity equal to 20 50 percent of that
part of the average monthly salary of the member from which deductions were
made for retirement. If the surviving spouse remarries, the annuity shall cease
as of the date of the remarriage.

(c) The surviving spouse of a member who had credit for at least five years
service and who died after attaining 55 years of age, may elect to receive a 100
percent joint and survivor annuity, for life, notwithstanding a subsequent remar-
riage, in lieu of the annuity prescribed in paragraph (b).

(d) The surviving spouse of any member who had credit for five years or
more and who was not 55 years of age at death, shall receive the benefit equal to
20 50 percent of the average monthly salary as described in clause (b) until the
deceased member would have reached the age of 55 years, and beginning the
first of the month following that date, may elect to receive the 100 percent joint
and survivor annuity. If the surviving spouse remarries before the deceased
member’s 55th birthdate, benefits or annuities shall cease as of the date of
remarriage. Remarriage after the deceased member’s 55th birthday shall not
affect the payment of the benefit.

(e) Each dependent child shall receive a monthly annuity equal to ten
percent of that part of the average monthly salary of the former member from
which deductions were made for retirement. A dependent child over 18 and
under 22 23 years of age also may receive the monthly benefit provided in this
section, if the child is continuously attending an accredited school as a full-time
student during the normal school year as determined by the director. If the
child does not continuously attend school but separates from full-time attend-
ance during any part of a school year, the annuity shall cease at the end of the
month of separation. In addition, a payment of $20 per month shall be prorated
equally to surviving dependent children when the former member is survived by
one or more dependent children. Payments for the benefit of any qualified
dependent child must be made to the surviving spouse, or if there is none, to the
legal guardian of the child. The maximum monthly benefit must not be less
than 50 nor exceed 40 70 percent of the average monthly salary for any number
of children.

(f) If the member dies under circumstances that entitle the surviving spouse
and dependent children to receive benefits under the workers’ compensation
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law, the workers’ compensation benefits received by them must not be deducted
from the benefits payable under this section.

(g) The surviving spouse of a deceased former member who had credit for
five or more years of allowable service, but not the spouse of a former member
receiving a disability benefit under section 352B.10, subdivision 3, is entitled to
receive the 100 percent joint and survivor annuity at the time the deceased
member would have reached the age of 55 years, if the surviving spouse has not
remarried before that date. If a former member dies who does not qualify for
other benefits under this chapter, the surviving spouse or, if none, the children
or heirs are entitled to a refund of the accumulated deductions left in the fund
plus interest at the rate of five percent per year compounded annually.

Sec. 11. Minnesota Statutes 1988, section 353.30, is amended by adding a
subdivision to read:

an optional joint and survivor annuity before July 1, 1989, but did not choose
an option that provides that the normal single life annuity is payable to the

optional joint and survivor annuity, but whose designated optional annuity
beneficiary died before July 1, 1989, shall receive a normal single life annuity

date.

(c) A former member or disabilitant who took a further actuarial reduction

to elect an optional joint and survivor annuity that provides that the normal

death of the designated optional annuity beneficiary. Any annuity or benefit
increase under this paragraph is effective only for payments made after June 30,

Sec. 12. Minnesota Statutes 1988, section 353.651, subdivision 3, is amended
to read:
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Subd, 3. RETIREMENT ANNUITY FORMULA, The average salary as
defined in subdivision 2, multiplied by 2-1/2 percent per year of allowable
service for the frst 25 yeass and twe percent per year of allowable sesviee
thereafter; shall determine the amount of the normal retirement annuity. If the
member has earned allowable service for performing services other than those of
a police officer or firefighter, the annuity representing such service shall be
computed in accordance with sections 353.29 and 353.30.

Sec, 13, Minnesota Statutes 1988, section 353.651, is amended by adding
a subdivision to read:

Subd, 4, EARLY RETIREMENT. Any police officer or firefighter member
who has attained the age of at least 5O and who has at loast five years of
allowable service is entitled upon application to a retirement annuity equal to
the normal annuity calculated under subdivision 3, 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 from the day the annuity

begins to accrue until the member attains age 55.

Sec. 14. Minnesota Statutes 1988, section 353,656, subdivision 1, is amended
to read: '

Subdivision 1, IN LINE OF DUTY; COMPUTATION OF BENEFITS.
Any member of the police and fire fund less than 55 years of age, who shall
become disabled and physically unfit to perform duties as a police officer or
firefighter subsequent to June 30, 1973, as a direct result of an injury, sickness,
or other disability incurred in or arising out of any act of duty, which shall
render the member physically or mentally unable to perform duties as a police
officer or firefighter, shall receive disability benefits during the period of such
disability. The benefits shall be in an amount equal to 50 percent of the
“average salary” pursuant to subdivision 3 plus an additional 2-1/2 percent of
said average salary for each year of service in excess of 20 years but not exceed~
ing 25 years and two percent for each year theseafter, Should disability under
this subdivision occur before the member has at least five years of allowable
service credit in the police and fire fund, the disability benefit shall be computed
on the “average salary” from which deductions were made for contribution to
the police and fire fund.

Sec. 15. Minnesota Statutes 1988, section 353.656, subdivision 3, is amended
to read: )

Subd. 3, NONDUTY DISABILITY BENEFIT, Any member who becomes
disabled after not less than five years one year of allowable service, before
reaching the age of 55, because of sickness or injury occurring while not on duty
as a police officer or firefighter, and by reason of that sickness or injury the
member is unable to perform duties as a police officer or firefighter, shall be
entitled to receive a disability benefit. The benefit shall be in the same amount
and paid in the same manner as if the member were 55 years of age at the date
of disability and the benefit were paid pursuant to section 353.651. If a disabili-

New language Is indicated by underling, deletions by strileout.

Copyright © 1989 by the Office of the Revisor of Statutes, State of Minnesota. All Rights Reserved.




Ch. 319, Art. 17 LAWS of MINNESOTA for 1989 2140

ty under this subdivision occurs after five one but in less than tes 15 years of
allowable service, the disability benefit shall be the same as though the member
had at least tem 15 years service. For any member who is employed as a
full-time firefighter by the department of military affairs of the state of Minneso-
ta, allowable service as a full-time state military affairs department firefighter
credited by the Minnesota state retirement system may be used in meeting the
minimum allowable service requirement of this subdivision.

Sec. 16. Minnesota Statutes 1988, section 353.657, subdivision 2, is amended
to read:

Subd. 2. The spouse, for life or until remarriage, shall receive a monthly
benefit equal to 38 50 percent of the member’s average full-time monthly salary
rate as a police officer or firefighter in effect over the last six months of allowable
service preceding the month in which death occurred. .

Sec. 17. Minnesota Statutes 1988, section 353.657, subdivision 3, is amended
to read:

Subd. 3. Each dependent child, until the child reaches the age of 18 years,
shall receive a monthly benefit equal to ten percent of the member’s average
full-time monthly salary rate as a police officer or firefighter in effect over the
last six months of allowable service preceding the month in which death occurred.
A dependent child shall receive this benefit until age 23, so long as the chiid
submits evidence of full-time enrollment in an accredited post-secondary educa-
tional jnstitution for at least five of the 12 months immediately preceding the
month for which benefits are sought. Payments for the benefit of any qualified
dependent child under the age of 18 yeass shall be made to the surviving parent,
or if there be none, to the legal guardian of the child or to any adult person with
whom the child may at the time be living, provided only that the parent or other
person to whom any amount is to be paid shall have advised the board in
writing that the amount will be held or used in trust for the benefit of the child.
The maximum monthly benefit for any one family shall not exceed an amount
equal to 50 70 percent of the member’s specified average monthly salary, and
the minimum benefit per family shall not be less than 38 50 percent of the
member’s specified average monthly salary.

Sec. 18. EFFECTIVE DATE.
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ARTICLE 18
STATE UNIVERSITY AND COMMUNITY COLLEGE
INDIVIDUAL RETIREMENT ACCOUNT PLAN

Section 1. Minnesota Statutes 1988, section 354.05, subdivision 2a, is
amended to read:

Subd. 2a. EXCEPTIONS. Notwithstanding subdivision 2, a person who is
first employed as a teacher in the state university system or the state community
college system after June 30, 4988 1989, is not a member of the fund except for
purposes of social security coverage unless the person is covered by section
354B.02, subdivision 2, and has exereised an option under that subdivision to
remain remains a member of the fund for all purposes.

Sec. 2. Minnesota Statutes 1988, section 354.05, subdivision 5, is amended
to read:

Subd. 5. MEMBER OF FUND. The term “member of fund” means every
teacher who joins and contributes to the teachers retirement fund as provided in
this chapter who has not retired:, except a teacher covered by section 354B.02,
subdivision 2 or 3, who elects to participate in the individual retirement account
plan under chapter 354B.

Sec. 3. Minnesota Statutes 1988, section 354.66, subdivision 2, is amended
to read:

Subd. 2. A teacher in the public elementary schools, secondary schools, or
technical institutes; or in the community college system or the state university
system of the state who has 20 years or more of allowable service in the fund or
20 years or more of full time teaching service in Minnesota public elementary
schools, secondary schools, or technical institutes; or in the community college
system or the state university system, or a teacher in the community college
system or state university system who has attained at least age 55 and has ten
years or more of full-time teaching service, may, by agreement with the board of
the employing district, be assigned to teaching service within the district in a
part-time teaching position.

Sec. 4. [354B.015] SOCIAL SECURITY COVERAGE.

Plan participants under section 354B.02, subdivision 1, and persons electing
participation under section 354B.02, subdivision 2 or 3, remain members of the
teachers retirement association for purposes of social security coverage only and
remain covered by the applicable agreement entered into under section 355,02,
but are not members of the association for any other purpose while employed in
covered employment.

Sec. 5. Minnesota Statutes 1988, section 354B.02, is amended to read:
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354B.02 COVERED PERSONS.

Subdivision 1. PLAN PARTICIPANTS. Except as provided in subdivision
2, a person who was first employed in covered employment after June 30, 1988

1989, shall participate in the plan.

Subd. 2. PERSONS WITH CERTAIN PRIOR SERVICE. A person with
less than three years of prior allowable service as a member of the teachers
retirement association other than in covered employment under section 354B.01,
subdivision 2 or 3, whe is entitled to a deferred annuity under seetion 354:55;
subdivisien +; and who is first employed in covered employment after June 30,
1988 1989, may; at the persen’s eption; remain a member of the teacher’s
retirement association for all purposes or elect to participate in the plan. This

Subd. 3. OPTIONAL PARTICIPATION. A person with less than three
years of allowable service who was first employed in covered employment before
July 1, 1989, and who is a coordinated member of the teachers retirement
association, may elect to transfer retirement coverage to the plan under section

1992, and is irrevocable. When a member transfers coverage to the plan, all
existing service credits with the association to which the person was entitled

Sec. 6. [354B.03] COVERAGE TRANSFER.
Subdivision 1. PROCEDURE. If a person with less than three years of

the executive director of the teachers retirement association shall transfer from
the teachers retirement fund to the plan the person’s member contributions plus
interest compounded annually at five percent a year. The transfer must be made
within 90 days from the date the executive director receives notification of the
election. The transfer may not include any amount representing an employer
contribution nor any amount representing the repayment of a refund received by

Subd. 2. LIMITATIONS. A transfer to the plan under this section is a
transfer to the financial institution selected by a plan administrator to provide
annuity contracts or custodial accounts and must be made through the govern-
ing board of the system in which the person electing the transfer is employed in
covered employment. No amount may be distributed to the person electing the
transfer.

Subd. 3. ELECTION. A person with more than three years of allowable
service credit who was first employed in covered employment before July 1,
1989, or after June 30, 1989 as provided in section 354B.02, subdivision 2, may
elect coverage by the plan. If coverage is elected, accumulated employer and

employee contributions and allowable service credit shall remain with the teach-
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specified in section 354.55, subdivision 11. Future coniributions only shall be
made to the plan.

Sec. 7. Minnesota Statutes 1988, section 354B.04, subdivision 2, is amended
to read: ‘

Subd. 2. EMPLOYER CONTRIBUTIONS. The employer of persons in
covered employment who participate in the plan shall make an employer contri-
bution to the plan in an amount equal to the amount prescribed by section
354.42, subdivision 3, and shall continue to make an additional employer con-
tribution to the teachers retirement association in an amount equal to the amount
prescribed by section 354.42, subdivision 5.

Sec. 8. Minnesota Statutes 1988, section 354B.05, subdivision 3, is amended
to read:

Subd. 3. SELECTION OF FINANCIAL INSTITUTIONS. The state uni-
versity board and the community college board shall select no more than three
financial institutions to provide annuity contracts or custodial accounts. Each
board may at its discretion change a selection of an institution. Investment
programs offered by the institutions must meet the requirements of section
401(a) or 403(b) of the Internal Revenue Code of 1986, as amended. In making
their selections, the boards shall consider these criteria;

(1) the experience and ability of the financial institution to provide retire-
ment and death benefits suited to the needs of the covered employees:

(2) the relationship of the benefits to their cost; and
(3) the financial strength and stability of the institution.

Sec. 9. Minnesota Statutes 1988, section 354B.05, subdivision 4, is amended
to read:

Subd. 4. BENEFITS OWNED BY MEMBERS. The retirement and death
benefits provided by the annuity contracts or custodial accounts are owned by
the members of the plan trust and must be paid in accordance with the provi-
sions of the annuity contracts or eustodial aceounts plan document.

Sec. 10. [355.61] SOCIAL SECURITY COVERAGE FOR CERTAIN STATE
UNIVERSITY OR COMMUNITY COLLEGE FACULTY,

Plan participants under section 354B.02, subdivision 1, and persons electing
participation under section 354B.02, subdivision 2 or 3, remain members of the
teachers retirement association for purposes of social security coverage only, and
remain covered by the applicable agreement entered into under section 355.02,
but are not members of the teachers retirement association for any other pur-

pose while employed in covered employment.
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Sec. 11. EFFECTIVE DATE OF COVERAGE.

Notwithstanding Laws 1988, chapter 709, article 11, sections 1, 3, and 7,
persons first employed in covered employment between June 30, 1988, and July
1, 1989, are members of the teachers retirement association for all purposes but
are eligible to elect to participate in the plan under section 6.

Sec. 12. REPEALER.

Section 6 is repealed October 1, 1992.

Sec. 13. EFFECTIVE DATE.

ARTICLE 19

Section 1. CITATION.

Sections 1 to 7 may be cited as the “pension refinancing and incentive to
retirement investment earnings act of 1989.”

Sec. 2. Minnesota Statutes 1988, section 69.031, subdivision 5, is amended
to read:

Subd. 5. DEPOSIT OF STATE AID. (1) The municipal treasurer, on
receiving the fire state aid, shall within 30 days after receipt transmit it to the
treasurer of the duly incorporated firefighters’ relief association if there is one
organized and the association has filed a financial report with the municipality;
but if there is no relief association organized, or if any association dissolve, be
removed, or has heretofore dissolved, or has been removed as trustees of state
aid, then the treasurer of the municipality shall keep the money in the municipal
treasury as provided for in section 424A.08 and shall be disbursed only for the
purposes and in the manner set forth in that section.

(2) The municipal treasurer, upon receipt of the police state aid, shall
disburse the police state aid in the following manner:

(a) For a municipality in which a local police relief association exists and all
peace officers are members of the association, the total state aid shall be trans-
mitted to the treasurer of the relief association within 30 days of the date of
receipt, and the treasurer of the relief association shall immediately deposit the
total state aid in the special fund of the relief association;

(b) For a municipality in which police retirement coverage is provided by
the public employees police and fire fund and all peace officers are members of
the fund, the total state aid shall be applied toward the municipality’s employer
contribution to the public employees police and fire fund pursuant to section
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353.65, subdivision 3, and any state aid in excess of the amount required to
meet the employer’s contribution pursuant to section 353.65, subdivision 3,
shall also be contributed to the public employees police and fire fund and
credited in the manner to be specified by the board of trustees of the public
employees retirement association; or

(c) For a municipality other than a city of the first class with a population of
more than 300,000 in which both a police relief association exists and police
retirement coverage is provided in part by the public employees police and fire
fund, the municipality may elect at its option to transmit the total state aid to
the treasurer of the relief association as provided in clause (a), to use the total
state aid to apply toward the municipality’s employer contribution to the public
employees police and fire fund subject to all the provisions set forth in clause
(b), or to allot the total state aid proportionately to be transmitted to the police
relief association as provided in this subdivision and to apply toward the munic-
ipality’s employer contribution to the public employees police and fire fund
subject to the provisions of clause (b) on the basis of the respective number of
active full-time peace officers, as defined in section 69.011, subdivision 1, clause

(2).

For a city of the first class with a population of more than 300,000, in

addition, the c_igx—m?y elect to allot ﬂg:__ appropriate portion of the total police
state aid fo apply toward the employer contribution of the city to the public
employees police and fire fund based on the covered salary of police officers

covered by the fund each payroll period and to transmit the balance to the
police relief association.

(3) The county treasurer, upon receipt of the police state aid for the county,
shall apply the total state aid toward the county’s employer contribution to the
public employees police and fire fund pursuant to section 353.65, subdivision 3,
and any state aid in excess of the amount required to meet the employer’s
contribution pursuant to section 353.65, subdivision 3, shall also be contributed
to the public employees police and fire fund and credited in the manner to be
specified by the board of trustees of the public employees retirement association.

Sec. 3. Minnesota Statutes 1988, section 69.77, subdivision 2b, is amended
to read:

Subd. 2b. RELIEF ASSOCIATION FINANCIAL REQUIREMENTS; MIN-
IMUM MUNICIPAL OBLIGATION. The officers of the relief association shall
determine the financial requirements of the relief association and minimum
obligation of the municipality for the following calendar year in accordance with
the requirements of this subdivision. The financial requirements of the relief
association and the minimum obligation of the municipality shall be determined
on or before the submission date established by the municipality pursuant to
subdivision 2c.

The financial requirements of the relief association for the following calen-
dar year shall be based on the most recent actuarial valuation or survey of the
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special fund of the association if more than one fund is maintained by the
association, or of the association, if only one fund is maintained, prepared in
accordance with sections 356.215, subdivisions 4 to 4k and 356.216, as required
pursuant to subdivision 2h. If an actuarial estimate is prepared by the actuary
of the relief association as part of obtaining a modification of the benefit plan of
the relief association and the modification is implemented, the actuarial esti-
mate shall be used in calculating the financial requirements of the relief associa-

tion.

If the relief association has an unfunded actuarial accrued liability as reported
in the most recent actuarial valuation or survey, the total of the amounts calcu-
lated pursuant to clauses (a), (b), and (c) shall constitute the financial require-
ments of the relief association for the following year. If the relief association
does not have an unfunded actuarial accrued liability as reported in the most
recent actuarial valuation or survey the amount calculated pursuant to clauses
(2) and (b) shall constitute the financial requirements of the relief association for

the following year.

(a) The normal level cost requirement for the following year, expressed as a
dollar amount, which shall be determined by applying the normal level cost of
the relief association as reported in the actuarial valuation or survey and expressed
as a percentage of covered payroll to the estimated covered payroll of the active
membership of the relief association, including any projected increase in the
active membership, for the following year.

(b) To the dollar amount of normal cost thus determined shall be added an
amount equal to the dollar amount of the administrative expenses of the special
fund of the association if more than one fund is maintained by the association,
or of the association if only one fund is maintained, for the most recent year,
multiplied by the factor of 1.035. For a relief association in a municipality, the

administrative expenses are those authorized under section 69.80. No amount

of more than 300,000.

(c) To the dollar amount of normal cost and expenses determined under
clauses (a) and (b) shall be added an amount equal to the level annual dollar
amount which is sufficient to amortize the unfunded actuarial accrued liability
by December 31, 2010, as determined from the actuarial valuation or survey of
the fund, using an interest assumption set at the rate specified in section 356.215,
subdivision 4d. The amortization date specified in this clause shall apply to all
local police or salaried firefighters’ relief associations and shall supersede any
amortization date specified in any applicable special law.

The minimum obligation of the municipality shall be an amount equal to
the financial requirements of the relief association reduced by the estimated
amount of member contributions from covered salary anticipated for the follow-
ing calendar year and the estimated amounts anticipated for the following calen-
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dar year from the applicable state aid program established pursuant to sections
69.011 to 69.051 receivable by the relief association after any allocation made
pursuant to section 69.031, subdivision 5, clause (2), subclause (c) or 423A.01,
subdivision 2, clause (6), from the local police and salaried firefighters’ relief
association amortization aid program established pursuant to section 423A.02
and from the supplementary amortization state-aid program established under
Laws 1984, chapter 564, section 48, and Laws 1985, chapter 261, section 17.

Sec. 4. Minnesota Statutes 1988, section 356.216, is amended to read:

356.216 CONTENTS OF ACTUARIAL VALUATIONS FOR LOCAL
POLICE AND FIRE FUNDS.

(a) The provisions of section 356.215 governing the contents of actuarial
valuations shall apply to any local police or fire pension fund or relief associa-
tion required to make an actuarial report under this section except as follows:

(1) in calculating normal cost and other requirements, if required to be
expressed as a level percentage of covered payroll, the salaries used in comput-
ing covered payroll shall be the maximum rate of salary from which retirement
and survivorship credits and amounts of benefits are determined and from
which any member contributions are calculated and deducted;

(2) in lieu of the amortization date specified in section 356.215, subdivision
4g, the appropriate amortization target date specified in section 69.77, subdivi-
sion 2b, or 69.773, subdivision 4, clause (b), shall be used in calculating any
required amortization contribution;

(3) in addition to the tabulation of active members and annuitants provided
for in section 356.215, subdivision 4i, the member coniributions for active
members for the calendar year and the prospective annual retirement annuities
under the benefit plan for active members shall be reported;

(4) actuarial valuations required pursuant to section 69.773, subdivision 2,
shall be made at least every four years and actuarial valuations required pursu-
ant to section 69.77 shall be made annually; and

(5) the actuarial balance sheet showing accrued assets valued at market
value if the actuarial valuation is required to be prepared at least every four
years or valued as current assets under section 356.215, subdivision 1, clause &
(6), or paragraph (b), whichever applies, if the actuarial valuation is required to
be prepared annually, actuarial accrued liabilities, and the unfunded actuarial
accrued liability shall include the following required reserves:

(a) For active members

1. Retirement benefits

2. Disability benefits

3. Refund liability due to death or withdrawal
4. Survivors’ benefits
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(b) For deferred annuitants’ benefits

(c) For former members without vested rights
(d) For annuitants

1. Retirement annuities

2. Disability annuities

3. Surviving spouses’ annuities

4. Surviving children’s annuities

In addition to those required reserves, separate items shall be shown for
additional benefits, if any, which may not be appropriately included in the
reserves listed above.

(6) actuarial valuations shall be due by the first day of the seventh month
after the end of the fiscal year which the actuarial valuation covers.

(1)'in calculating the actuarial balance sheet, unfunded actuarial accrued
liability, and amortization contribution of the relief association, “current assets”
means the value of all assets at cost, including realized capital gains and losses,
plus or minus, whichever applies, the average value of total unrealized capital
gains or losses for the most recent three-year period ending with the end of the
plan year immediately preceding the actuarial valuation report transmission
date; and ‘

(2) in calculating the applicable portions of the actuarial valuation, an annu-
al preretirement interest assumption of six percent, an annual postretirement
interest assumption of six percent, and an annual salary increase assumption of
four percent must be used.

Sec. 5. Minnesota Statutes 1988, section 423A.01, subdivision 2, is amended
to read:

Subd. 2. OPERATION OF LOCAL RELIEF ASSOCIATION UPON MOD-
IFICATION OF RETIREMENT COVERAGE FOR NEWLY HIRED POLICE
OFFICERS AND FIREFIGHTERS. The following provisions shall govern the
operation of a local relief association upon the modification of retirement cover-
age for newly hired police officers or firefighters:

(1) The minimum obligation of a municipality in which the retirement
coverage for newly hired police officers or salaried firefighters has been modified
pursuant to subdivision 1 with respect to the local relief association shall be
determined and governed in accordance with the provisions of sections 69.77,
356.215 and 356.216, except that the normal cost calculation for the relief
association shall be computed as a percentage of the compensation paid to the
active members of the relief association. The compensation paid to persons
with retirement coverage modified pursuant to subdivision 1 shall not be includ-
ed in any of the computations made in determining the obligation of the munici-
pality with respect to the local relief association.
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(2) The contribution rate of members of the local relief association shall be
governed by section 69.77, unless a special law establishing a greater member
contribution rate is applicable whereupon it shall continue to govern. The
member contribution rate of persons with retirement coverage modified pursu-
ant to subdivision 1 shall be governed by section 353.65.

(3) Unless otherwise provided for by law, when every active member of the
local relief association retires or terminates from active duty, the local relief
association shall cease to exist as a legal entity and the assets of the special fund
of the relief association shall be transferred to a trust fund to be established by
the appropriate municipality for the purpose of paying service pensions and
retirement benefits to recipient beneficiaries. Recipient beneficiaries who are
competent to act on their own behalf shall be entitled to select the prescribed
number of trustees of the trust fund as provided in this clause, subject to the
approval of the governing body of the municipality. If there are at least five
recipient beneficiaries, the trust fund shall be managed by a board of trustees
composed of five persons selected by the recipient beneficiaries of the fund.
When there are fewer than five recipient beneficiaries, the number of trustees
selected by the recipient beneficiaries shall be equal to the number of the remain-
ing recipient beneficiaries. The governing body of the municipality shall select
the additional trustees. The term of the elected members of the board of
trustees shall be indefinite and shall continue until a vacancy occurs in one of
the board of trustee member positions. Board of trustee members shall not be
compensated for their services, but shall be reimbursed for any expenses actually
and necessarily incurred as a result of the performance of their duties in their
capacity as board of trustee members. The municipality shall perform whatever
services are necessary to administer the trust fund. When all obligations of the
trust fund are paid, the balance of the assets remaining in the trust fund shall
revert to the municipality for expenditure for law enforcement or firefighting
purposes, whichever is applicable.

(4) The financial requirements of the trust fund and the minimum obliga-
tion of the municipality with respect to the trust fund shall be determined in
accordance with sections 69.77, 356.215 and 356.216 until the unfunded accrued
liability of the trust fund is fully amortized in accordance with section 69.77,
subdivision 2b. The municipality shall provide in its annual budget for at least
the aggregate amount of service pensions, disability benefits, survivorship benefits
and refunds which are projected as payable for the following calendar year, as
determined by the board of trustees of the trust fund, less the amount of assets
in the trust fund as of the end of the most current calendar year for which
figures are available, valued pursuant to section 356.20, subdivision 4, clause
(1)(a), if the difference between those two figures is a positive number.

(5) In calculating the amount of service pensions and other retirement
benefits payable from the local relief association and in calculating the amount
of any automatic post retirement increases in those service pensions and retire-
ment benefits based on the salary paid or payable to active members or escalated
in any fashion, the salary for use as the base for the service pension or retire-
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ment benefit calculation and the post retirement increase calculation for the
local relief association shall be the salary for the applicable position as specified
in the articles of incorporation or bylaws of the relief association as of the date
immediately prior to the effective date of the modification of retirement cover-
age for newly hired personnel pursuant to subdivision 1, as the applicable salary
is reset by the municipality periodically, irrespective of whether retirement cov-
erage for persons holding the applicable position used in calculations is provided
by the relief association or by the public employees police and fire fund.

(6) If the modification of retirement coverage implemented pursuant to
subdivision 1 is applicable to a local police relief association, the police state aid
received by the municipality shall be disbursed pursuant to section 69.031,
subdivision 5, clause (2)(c). If the modification of retirement coverage imple-
mented pursuant to subdivision 1 is applicable to a local firefighters’ relief
association, the fire state aid received by the applicable municipality other than
a city of the first class with a population of more than 300,000 shall be disbursed
as the municipality at its option may elect. The municipality may elect: (a) to
transmit the total fire state aid to the treasurer of the local relief association for
immediate deposit in the special fund of the relief association; or (b) to apply
the total fire state aid toward the employer contribution of the municipality to
the public employees police and fire fund pursuant to section 353.65, subdivi-
sion 3; or (c) to allocate the total fire state aid proportionately between the
special fund of the local relief association and employer contribution of the
municipality to the public employees police and fire fund on the basis of the
respective number of active full time salaried firefighters receiving retirement

coverage from each.

For a city of the first class with a population of more than 300,000, in

addition, the city may elect to allot the appropriate portion of the total fire state
aid to apply toward the employer contribution of the city to the public employ-
ees police and fire fund based on the covered salary of firefighters covered by the

fund each payroll period and to transmit the balance to the firefighters relief
association.

Sec. 6. DISPOSITION OF ASSETS UPON CONCLUSION OF BENE-
FIT PAYMENTS.

Upon the death of the last benefit recipient and the certification by the chief

administrative officer of a city of the first class with a population of more than
300,000 to the state auditor of the absence of any remaining person with a
benefit entitlement, the assets of the relief association or trust fund, whichever
applies, must revert to the city and may be used by the city only for law
enforcement or firefighting expenditure purposes, whichever applies.

Sec. 7. INVESTMENT RELATED POSTRETIREMENT ADJUST-
MENTS.

Subdivision 1. DEFINITIONS. For the purposes of this section, each of
the terms in this subdivision have the meanings given them in paragraphs (a) to
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(a) “Annual postretirement payment” means the payment of a lump sum
postretirement benefit to an eligible member on June 1 following the determina-
tion date in any year.

(b) “City” means a city of the first class with a population of miore than
300,000.

(c) “Determination date” means December 31 of each year,

(d) ‘Eligible member” means a person, including a service pensioner, a
disability pensioner, a survivor, or dependent of a deceased active member,

service pensioner, or disability pensioner, who received a pension or benefit
during the 12 months before the determination date. A person who received a
pension or benefit for the entire 12 months before the determination date are
eligible for a full annual postretirement payment. A person who received a
pension or benefit for less than 12 months before the determination date is

eligible for a prorated annual postretirement payment.

(e) “Excess investment income” means the amount by which the time weighted
total rate of return earned by the fund in the most recent fiscal year has exceed-
ed the actual percentage increase in the current monthly salary of a top grade
patrol officer or top grade firefighter, whichever applies, in the most recent fiscal
year plus two percent. The excess investment income must be expressed as a
dollar amount and may not exceed one percent of the total assets of the fund
and does not exist unless the yearly average percentage increase of the time
weighted total rate of return of the fund for the previous five years exceeds by

two percent the yearly average percentage increase in monthly salary of a top

grade patrol officer or top grade firefighter, whichever applies, during the previ-
ous five calendar years.

(D) “Fund” means a police relief association or firefighters relief association,
whlghever applies, located in the city and governed by Minnesota Statutes,
section 69.77.

(g) “Relief association” means the police relief association or the firefighters
relief association, whichever applies, located in the city.

(h) “Time weighted total rate of return” means the percentage amount
determined by using the formula or formulas established by the state board’ of
investment under Minnesota Statutes, section 11A.04, clause (11), and in effect

on January 1, 1987.

Subd, 2. ANNUAL POSTRETIREMENT PAYMENT AUTHORIZED.
Notwithstanding the provisions of Minnesota Statutes, chapter 69, or any other
law to the contrary, the relief association may provide annual postretirement
payments to eligible members under this section.

Subd. 3. DETERMINATION OF EXCESS INVESTMENT INCOME.
The board of trustees of the relief association shall determine by May 1 of each
year whether or not the relief association has excess investment income. The
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and reported by the chief administrative officer of the relief association to the
mayor and governing body of the city, the state auditor, the commissioner of
finance, and the executive director of the legislative comimission on pensions
and retirement. The dollar amount of excess investment income up to one
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percent of the assets of the fund must be applied for the purpose specified in

subdivision 4. Excess investment income must not be considered as income to
or assets of the fund for actuarial valuations of the fund for that year under
sections 69.77, 356.215, and 356.216 and the provisions of this section except to
offset the annual postretirement payment. Additional investment income is any
realized or unrealized investment income other than the excess investment income

and must be included in the actuarial valuations performed under sections
69.77, 356:215, and 356.216 and the provisions of this section.

Subd. 4. AMOUNT OF ANNUAL POSTRETIREMENT PAYMENT.
The amount determined under subdivision 3 must be applied in accordance
with this subdivision. The relief association shall apply the first one-half of one
percent of excess investment income to the payment of an annual postretirement
payment as specified in this subdivision. The second one-half of one percent of
excess investment income shall be applied to reduce the state amortization state
aid or supplementary amortization state aid payments otherwise due to the relief
association under section 423A.02 for the current calendar year. The relief
association shall pay an annual postretirement payment to all eligible members
in an amount not to exceed one-half of one percent of the assets of the fund.
‘Payment of the annual postretirement payment must be in a lump sum amount
on June | following the determination date in any year. Payment of the annual
postretirement payment may be made only if the time weighted total rate of
return exceeds by two percent the actual percentage increase in the current
monthly salary of a top grade patrol officer or a top grade firefighter, whichever
applies, in the most recent fiscal year and the yearly average percentage increase
of the time weighted total rate of return of the fund for the previous five years
exceeds by two percent the yearly average percentage increase in monthly salary
of a top grade patrol officer or a top grade firefighter, whichever applics, of the
previous five years. The total amount of all payments to members may not
exceed the amount determined under subdivision 3. Pavment to each eligible

amount of excess investment income, if any, must be stated as a dollar amount

which eligible members are entitled into the excess investment income available
for distribution to members, and then multiplying that result by the number of
units to which each eligible member js entitled to determine each gligible mem-
ber’s annual postretirement payment. Payment to each eligible member may not
exceed an amount equal to the total monthly benefit that the eligible member
was entitled to in the prior year under the terms of the benefit plan of the relief

association or each eligible member’s proportionate share of the excess invest-
ment income, whichever is less.

Subd. 5. ANNUAL POSTRETIREMENT PAYMENT IN THE EVENT
'OF DEATH. In the event an eligible member dies after the determination date
and before the payment of the annual postretirement payment, the chief admin-
istrative officer of the relief association shall pay that eligible member’s estate

the amount to which the eligible member was entitled.
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Subd. 6. REPORT ON ANNUAL POSTRETIREMENT PAYMENT. The
chief administrative officer of the relief association shall submit a report on the
amount of all postretirement payments made under this section and the manner
in which those payments were determined to the state auditor, the executive
director of the legislative commission on pensions and retirement, and the city
clerk of the city.

Subd. 7. NO GUARANTEE OF ANNUAL POSTRETIREMENT PAY-
MENT. No provision of or payment made under this section may be interpreted
or relied upon by any member of the relief association to guarantee or entitle a
member to annual postretirement payments for a period when no excess invest-
ment income is earned by the fund.

Sec. 8. EFFECTIVE DATE.

1o 1988 investment performance, actuarial valuations covering the calendar year
ending December 31, 1988, and the annual financial requirements and mini-
mum municipal obligation based on the 1988 actuarial valuations.

Sections 1 to 7 are effective on the day following final enactment and apply

Presented to the governor May 30, 1989
Signed by the governor June 1, 1989, 10:19 p.m. ‘

CHAPTER 320-—H.F.No. 42

An act relating to economic development; permitting the department of transportation |
and metropolitan agencies to grant available money to a working capital fund: proposing |
coding for new law in Minnesota Statutes, chapters 161 and 473,

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MINNESOTA:
Section 1. [161.3212] WORKING CAPITAL FUND.

The commissioner, to the extent allowed by other law or contract, may
grant available money that has been appropriated for socially or economically
disadvantaged business programs to a guaranty fund administered by a non-
profit organization that makes or guarantees working capital loans to businesses
owned and operated by socially or economically disadvantaged persons as defined
in Code of Federal Regulations, title 49, section 23.5. The purpose of loans
made or guaranteed by the organization must be to provide short-term working
capital to enable eligible businesses to be awarded contracts for goods and

services or for construction related services from government agencies.

Money contributed from a constitutionally or statutorily dedicated fund

must be used only for purposes consistent with the purposes of the dedicated
fund.
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