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CHAPTER 422A
RETIREMENT ALLOWANCES, MINNEAPOLIS

422A.05 Trustee of funds. 422A.101 Preparation of financial requircments
422A.08 Financing of city's contribution. of fund; employcr contributions.

422A.05 TRUSTEE OF FUNDS.

Subdivision 1. The members of the retirement board shall be the trustees and cus-
todians of the several funds created by sections 422A.01 to 422A.25 and shall have
exclusive control and management of these funds, and power to invest them and to
hold, purchase, sell, assign, transfer, or dispose of any of the securities and investments
in which any of the funds created by sections 422A.01 to 422A.25 shall have been
invested as well as the proceeds of the investments, and of the money belonging to these
funds. The power to manage and invest the assets of the funds must be exercised by
the retirement board solely through professional investment or property management
firms that are independent of the retirement fund. No financial or property assets of
the funds may be managed, serviced, or invested internally or in-house at the retire-
ment fund, except that any investment held by a fund on February 1, 1993, that is not
readily tradable on an established securities exchange may continue to be managed
directly by the retirement board until the investment is converted to cash. The retire-
ment board’s functions under this section consist primarily of establishing and effectu-
ating investment policy and structure, managing the investment process, monitoring
and measuring the performance of the external independent professional investment
or property management firms, retaining or terminating agreements with these firms,
apportioning the assets of the funds to be managed among these firms, and making
financial decisions on issues if approvals have been specifically reserved by and to the
board.

Subd. 2a. Fiduciary duty. (a) In the discharge of their respective duties, the mem-
bers of the board, the executive director, the board staff, and any person charged with
the responsibility of servicing assets of the funds pursuant to the standards set forth in
this chapter shall act in good faith and shall exercise that degree of judgment and care,
under circumstances then prevailing, which persons of prudence, discretion, and intel-
ligence 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, the members of the board and the chief
administrative officer shall act in a manner consistent with chapter 356A.

(b) Individuals authorized by the board to manage or invest the assets of the funds
must act in a manner consistent with chapter 356A. In addition, these individuals must
act in good faith and exercise that degree of judgment, skill, diligence, and care, under
the circumstances then prevailing, that persons of prudence, discretion, and intelli-
gence acting in a like capacity and familiar with the activity would exercise.

[For text of subds 2b to 6, see M.S.1992]
History: 1993 ¢ 307 art 105 1,2

422A.08 FINANCING OF CITY’S CONTRIBUTION.
[For text of subd 1, see M.S.1992]

Subd. 5. Any contributor who prior to entering the service of the city was an
employee of a public corporation, is authorized, using the procedure in subdivision 5a,
to purchase allowable service credit in the retirement fund for employment by the pub-
lic corporation in the same manner as though the service had been rendered to the city,
providing that the individual has not received service credit and is not eligible to
receive service credit for this period under any other plan or fund listed in section
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356.30, subdivision 3. Before receiving credit for service rendered to a public corpora-
tion as herein set forth, the contributing employee shall make application therefor in
writing to the retirement board, and shall contribute to the retirement fund the amount
specified in subdivision 5a.

Subd. 5a. Purchase payment amount. (a) To purchase credit for prior service under
this section, there must be paid to thc Minneapolis employees retirement fund an
amount equal to the present value, on the date of payment, of the amount of the addi-
tional retirement annuity obtained by the purchase of the additional service credit. Cal-
culation of this amount must be made using the applicable preretirement interest rate
for the association specified in section 356.2135, subdivision 4d, and the mortality table
adopted for the fund. The calculation must assume continuous future service in the
fund until, and retirement at, the age at which the minimum requirements of the fund
for normal retirement or retirement with an annuity unreduced for retirement at an
early age, including section 356.30, are mct with the additional service credit pur-
chased. The calculation must also assume a future salary history that includes annual
salary increases at the applicable salary increase rate for the fund or association speci-
fied in section 356.215, subdivision 4d. The member must ¢stablish in the records of
the fund 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 executive director.

(b) Payment must be made in onc lump sum.

(c) Payment of the amount calculated under this subdivision must be made by the
member. However, the current or former governmental subdivision employer of the
member may, at its discretion, pay all or any portion of the payment amount that
exceeds an amount equal to the employee contribution rates in cffect 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 compounded
annually from the date on which the contributions would otherwise have been made
to the date on which the payment is made.

History: 1993 ¢ 307 art 10 s 3.4

422A.101 PREPARATION OF FINANCIAL REQUIREMENTS OF FUND;
EMPLOYER CONTRIBUTIONS.

Subdivision 1. Financial requirements of fund. Prior to July 31 annually, the retire-
ment board, in consultation with the commission-retained actuary, shall prepare an
itemized statement of the financial requirements of the fund for the succeeding fiscal
year. A copy of the statement shall be submitted to the city council, the board of esti-
mate and taxation of the city, the managing board or chief administrative officer of each
city owned public utility, improvement project or municipal activity supportcd in
whole or in part by revenues other than real estate taxes, public corporation, or unit
of metropolitan government employing members of the fund, the board of special
school district No. 1, and the state commissioner of finance prior to July 31 annually.
The statement shall be itemized and shall include the following:

(1) an estimate of the administrative ¢xpenses of the fund for the following year,
including the amount necessary to amortize through June 30, 2020, the annual costs
that are determined by the retirement board to be related to investment activities of
the deposit accumulation fund other than actual investment transaction amounts;

(2) an estimate of the normal cost of the fund expressed as a dollar amount, which
shall be determined by applying the normal cost of the fund as reported in the most
recent actuarial valuation prepared by the commission-retained actuary and cxpressed
as a percentage of covered payroll to the estimated total covered payroll of all employ-
ees covered by the fund for the following year;

(3) an estimate of the contribution required to amortize on a level annual dollar
basis the unfunded actuarial accrued liability of the fund by June 30, 2020, using an
interest rate of six percent compounded annually as reported in the most recent actuar-
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ial valuation, preparcd by the commission-rctained actuary expressed as a dollar
amount. In determining the amount of the unfunded actuarial accrued liability of the
fund, all assets other than the assets of the retirement benefit fund shall be valued as
current assets as defined under section 356.215, subdivision 1, clause (6), and the assets
of the retirement benefit fund shall be valued equal to the actuarially determined
required reserves for benefits payable from that fund;

(4) the amount of any dcficiency in the actual amount of any employer contribu-
tion provided for in this section when compared to the required contribution amount
certified for the previous ycar, plus interest on the amount at the rate of six percent per
annum.

[For text of subds la to 4, see M.S.1992)
History: /993 ¢ 307 art 105 5
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