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Introduction

This is in response to your recent request for the revision of draft proposed legislation that would permit
members of the Minnesota State Retiremerf System (MSRS) or the Public Employees Retirement
Association (PERA) to purchase service credit for past uncredited periods of maternity leaves or breaks-in-
employment resulting from a pregnancy or the birth of a child, akin to the service credit purchase
authorizations enactecl for the Teachers Retirement Association (TRA) in 1999. Your requested revisions
were a broadening of the purchasable period from maternity leave to parental leave or family leave and a
broadening of the applicable pension plans from MSRS and PERA to include the Minneapoiis Employees
Retirement Fund (MERF), the Minneapolis Police Relief Association, and the Minneapolis Fire
Department Relief Association.

Revised Draft Proposed Legislation LCPR00-211

Revised draft proposed legislation LCPR0}-2II amends Minnesota Statutes, Chapters 352,3528,353,
356,422A, and 4238, the statute chapters govelning the General State Employees Retirement Plan of the
Minnesota State Retirernent System (MSRS-General), the MSRS Correctional Employees Retirement plan
(MSRS-Correctional), the State Patrol Retirement Plan, the General Employees Retirement Plan of the
Public Employees Retirement Association (PERA-General), the Public Employees police and Fire
Retirement Plan (PERA-P&F), the Minneapolis Employees Retirement Fund (MERF), and the Minneapolis
Police Relief Association, and amends the special law governing the Minneapolis Fire Department Relief
Association, by adding authority to purchase defined benefit pension plan allowable service credit for
periods of previously uncredited parental or family maternity leave or periods of employment gaps related
to pregnancy, maternity, parenting, or other family care responsibilities. The purchase payment requirement
is the full actuarial value of the benefit obtained by the purchase and is the obligation of the membãr unless
a current or prior employer agrees to pay a portion of the payment amount. The purchase authority expires
atin2003, the same expiration date as the 1999 teacher maternity leave or break-in-employment service
credit purchase legislation.

Discussion Of The Draft Le

Revised draft proposed legislation LCPR0}-2IL would permit members of eight public pension pla's to
purchase allowable service credit for previous parental or fàmily leaves-of-absenqe or for previous parental
or family breaks-in-employment by paying the full actuarial value of the be1efit to be obtãined by ihe
purchase. The pension plans involved are the General State Employees Retirement Plan of the Minnesota
State Retirement System (MSRS-General), the MSRS Correctional Employees Retirement plan (MSRS-
Correctional), the State Patrol Retirernent Plan, the General Employee Retirement Plan of the public
Employees Retirement Association (PERA-General), the Public Employees Police and Fire plan (pERA-
P&F), the Minneapolis Employees Retirement Fund (MERF), the Minneapolis Police Relief Association,
and the Minneapolis Fire Department Relief Association.

Although the revised draft proposed legislation essentially extends legislation previously enacted (see Laws
1999, Chapter 223, Article 16, Sections 3 and 9) for other pension plans, it will still likely raise several
pension and other public policy issues for the Legislative Commission on Pensions and Retirement, as
follows:

l. Appropriateness Of Cunent Precedent Extension; Comparability. The policy issue is the
appropriateness of this proposed extension of the i999 teaõher maternity leave/break-in-service
purchase legislation and the comparability between the employment rules and the situation of the
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general public employees and public safety employees to whom the proposed legislation would apply
and the previously affected teacher groups. Wren the Legislative Commission oi pensions and
Retirement recommended the teacher maternity leave/break-in-service purchase ín lggg,following
extended hearings conducted during the 1998 Interim, there was considerable testimony and anecdotal
information about the problematic treatment of pregnant school teachers by school distiicts in the past.
It is not clear that the State of Minnesota, the University of Minnesota, and,Minnesota counties, cities,
and townships generally engaged in similar problematic employment practices. Some testimoíy on the
prior employment practices of those employing units will pioUáUty be necessary. A number of the
public pension plans involved in the draft proposed legislation also, historically, have had more
expansive authorized leave of absence service crediting provisions than did teacher pension plans.
These differences may be sufficient to distinguish the public employees affected by the proposed
legislation from teachers when addressing maternity-r'elated or fa¡rily-related service 

"rã¿iiinterruptions and to argue for less generolrs service credit purchase authority.

2. Need For Authority' The policy issue is the extent of any demonstrable need for the enactment of a
maternit)¡ leave/break-in-service credit purchase provision for MSRS-General, MSRS-Correctional,
State Patrol, PERA-General, PERA-P&F, MERF, the Minneapolis Police Relief Association, or the
Minneapolis Fire Department Relief Association. In l99B-19Ô9, t¡" Legislative Commission on
Pensions and Retirement was provided with considerable evidence of a ãesire among various teachers
to have an opportunity to purchase gaps in their pension covel?ge caused by maternity periods. Since
the 1999 teacher maternity service credit purchase was enacted, there has not been any lomparable
demand or expression of desire by general public employees or by public safety personnel tã be
provided an opportunity to purchase this service creciii. If there is no significant demand or desire for
this service credit purchase authority extension by the various applicable employee groups, the
Legislature may be well advised not to spend any significant effort on this topic.

J Of The Under For The Service Credit Furchase. The policy issue is the
appropriateness of the Legislature in rewarding the apparent underlying impetus for many recent service
credit purchase demands, which is the acquisition of access to early rptirement. Since the 1989
inclusion of MSRS-General and TRA in the "Rule of 90,, early normal retirement age authority
(unreduced retirement benefit payable when the sum of age and accrued service credit totals at least 90),
the demands for service credit purchases have grown. A purchased year of service credit gains a public
pension plan member a six month earlier potential retirement age under the Rule of 90 among a general
public employee population that appears to seek to retire at its earliest possible opportunity. Given the
manner in which Social security is funded (i.e., an intergenerational fund transfer), given the growing
actual or perceived shortage of workers in the economy, and given the cost of providing health
insurance coverage to retirees, there are reasons for the Legislature to adopt a policy that encourages
delayed retirement ages rather than one that promotes early retirement ages. If the growing early
retirement trend among general public employees has public policy problems, proposed pension
legislation that tends to favor early retirement should be scrutinized,by the Commission and the
Legislature very carefully.

4. Appropriateness Of Proposed Legislation As Precedent EglA{44iqnal Extension. The policy issue is
the appropriatenesi:of edent for extensions of
other service credit purchases. In 1999, the Legislature authori zed teachers to purchase allowable
service credit for a number of potential gaps in their working career, which were prior or uncredited
interim military service, maternity-related gaps, out-of-state public school teaching service credit,
foreign orparochial school teaching service credit, charter school teaching service credit, prior
uncredited part-time teaching service, and VISTA or Peace Corps service credit, The military service
credit purchase was extended to MSRS,General, PERA, and various public safety employee pension
plans by the 2000 Legislature. This proposed maternity gap service credit purchase is a further
extension to MSRS-General, PERA, MERF, and various public safety employee pension plans and its
enactment would appear to make extensions of those other 1999 service credit authoñzations more
inevitable.

Conclusion

I hope that the attached revised draft proposed legislation and this discussion memorandum are of
assistance. If you desire to have the draft proposed legislation further modified or if you have any
questions about this memorandum, please contact me (65I-296-6806). If the draft revised proposed
legislation matches your intent, it can be forwarded to the Office of the Revisor of StatuteslAuention:
Craig Gustafson) for final drafting services and the preparation ofjacketed bill copies.
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Senator Betzold introduced-

S.F. No. 517: Refened to the Cor¡miuee on State and Local Govemment Operations.

A bill for an act

relating. to retirement; various retj_rement plans;
authorizing the purchase of service credit forparental or fanily leaves of absence or breaks inservice; amending !,l5.nnesota Statutes 2OOO, sections
352.0L, subdivision fl; 3528.01, subdivision 3;
353.01, subdivision 16; 422A.155; and 4238.0!, by
adding a subdivision; proposing coding for new lãw in
Minnesota Statutesr chapter 356.

BE TT ENACTED BY TEE LEGISLATTIRE OF TEE STATE OF I,TTNNESOTA:

Section 1. I'tinnesota Statutes 2O00, section 352.01,

subdivision 11, is amended to read:

subd. 11. IALLOWABLE sERvrcE. ] "Allowab1e servi-ce,, means:

(1) service by an employee for which on or before July 1,

1957 ' the employee was entitled to a]lowable service credit on

the records of the system by reason of employee contributions in
the form of salary deductions, payments in rieu of salary
deductions, or in any other manner authorized by Minnesota

Statutes 1953, chapter 352r âs amended by Laws 1955, chapÈer 239.

(21 service by an employee for which on or before July 1,

1961, the employee chose to obtain credit for service by rnaking

payments to the fund under ltinnesota statutes 1961, section
352.24.

(3) Except as provided in clauses (g) and (9), service by

an employee after July 1, Lgsl, tor any calendar month in which
the employee is paid salary from which deductions are made,

deposited, and credit,ed in the fund, including deductions made,
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deposited, and credited as provided in section 352.041.

(4) Except as provided in clauses (S) and (9), service by

an employee after July 1, Lg57, 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

It{innesota Statutes 1957, section 3SZ.OZl-, subdivision 4.

For purposes of elauses (3) and (4), except as provided in
clauses (8) and (9), any salary paid for a fractional part of
any calendar monthr including the.month of separation from state
service, is deemed the compensation for the entire calendar

month

(5) The period of absence from their duties by ernployees

who are temporarily disabled because of injuries incurred in the
performance of duties and for which disability the state is
1iable under the v¡orkers' 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) service covered by a refund repaid as provided in

section 352.23 or 352D.05, subdivi.sion 4, except service
rendered as an employee of the adjutant general for which the
person has credit with the federal civil service rètirement
system.

'(7) Service before July 1, 1978, by an employee of the
transit operating division of the metroporitan transit
commission or by an employee on an authorized leave of absence

from the transit operating division of the metropolitan transit
commission who is employed by the labor organization which is
the exclusive bargaining agent representing errployees of the
transit operating division, which was credited by the
metropolitan transit commission-transit operating division
employeês 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 retirement fund
plan document in effect on December 3f, !L977.

(8) Service after July I,-1983, by an employee who is
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enployed on a part-tine 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 deduêtions made, deposited, and credíted as provided

in section 352.04I or for which payments in lieu of salary

deductions are made, deposited, and credited in the fund as

provided in section 352.2'7 shall be credited on a fractional
basis either by pay period, monthly t or annually based on the

relationship 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-tirne pay period, rnonth t ot a full-Èime year. For

periods of part-time service that is duplicated service credit,
section 356.30' subdivision 1, clauses (i) and (j), govern.

A1lowable service determined and credited on a fractional
basis sha1l 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.

(9) Any period of authorized leave of absence without pay

that does not exceed one year and for which the employee

obtained credit by pa¡zment to the fund in lieu of salary 
.

deductions. To obtain credit, the employee sha1l pay an amount

egual to the employee and employer contribution rate in section

352.A4, subdivisions 2 and 3, multiplied by the employee,s

hourly rate of salary on the date of return from leave of

absenee and by the days and months of the leave of absence

without pay for which the employee s¡ants alIowable service

credit. The employing department, êt its option, may pay the

employer amount on behalf of its employees. Palments made under

this clause must include interest at an annual rate of 8.5

percent compounded annually frorn the date of termination of the
leave of absence to the date palzment is made unless payment is
completed within one yeat of the return from leave of absence.

(10) A period purchased under sec
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Sec. 2. It{innesota Statutes 2000, section 3528. 01,

subdivision 3, is amended to read:

Subd. 3. IALLOVIABLE SERVICE. ] (a) ,,Allowable service,,

means:

(1) for members defined in subdivision 2, clause (a),
monthly service is granted for any month for which paynents have

been made to the state patlol retirement fund, and

(2) for members defined in subdivision zt clauses (b) and

(c), service for which palzments have been made to the state
patrol retirement fund, service for which payments were made to
the state police oificers retirement fund after June 30, 1961,

and all prior service which was credited to a member for service
on or before June 30, 1961"

(b) A11owab1e service also includes any period of absence

from duty by a member who, by reason of injury incurred in the
performance of duty, is temporarily disabled and for r¿hich

disability the state is liable under the workers, compensation

1aw, until the date authorized by the executive director for
conmencement of payment of a disability benefit or return to
emplolment.

(c) Allonable service also includes a period purchased

under section 356.555.

Sec. 3. Itlinnesota Statutes 2000, section 353.01,

subdivision 16, is amended to read:

subd. 16. IALLOWABLE sERvfcE.] (a) "Al1owable service,,

means service during years of actual membership in the. course of
which employee contributions were made, periods covered by

payments in lieu of salary deductions under sectj-on 353.35, and

service in years during which the pubLic employee !,ras not a
member but for which the member rater elected, while a nember,

to obtain credit by making palments to the fund as permitted by

any law then in effect.
(b) "Allowable service" arso ¡neans a period of authorized

leave of absence with pay from which deductions for employee

contributions are made, deposited, and credited to the fund.
(c) "Allowable service" also means a period of authorized
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leave of absence without pay that does not exceed one year, and

during or for which a member obtained credit by payments to the

fund made in place of salary dedrictions, provided that the

payments are made in an amount or amounts based on the member's

average salary on which deductions were paid for the last six

months of public service t ot for that portion of the last six

months while the member $ras in public service, to apply to the

period in either case immediately preceding cornmencement of the

leave of absence. If the employee elects to pay ernployee

contributions for the period of any leave of absence without

pay, or for any portion of the leave, the employee shall also,

as a condition to the exercise of the electionr pây to the fund

an amount equivalent to both the required employer and

additional employer contributions for the employee. The pa¡rment

must be made within one year from the expiration of the leave of

absence or within 20 days after termination of public service

under subdivision lla. The employer by appropriate action of

its governing body, made a part of its official records, before

the date of the firsÈ payment of the emptoyee contribution¡ $ây

certify to the association in writing its connitment to pay the

employer and additionaL employer contributions frorn the proceeds

of a tax levy ¡nade under section 353.28. Payments under this
paragraph must include interest at an annual rate of 8.5 percent

compounded annualLy from the date of the termination of the

leave of absence to the date payment is made. An employee shall
return to public service and receive a minimum of three months

of allowable service to be eligible to pay emproyee and employer

contributions for a subsequent authorized leave of absence

without pay.

(d) "Allowable service,, alsq means a periodic, repetitive
leave that is offered to arl employees of a governmental

subdivision. The leave program may not exceed 208 hours per

annual normal work cycle as certified to the association by the

employer. A participating member obtains service credit by

making employee contributions in an amount or amounts based on

the member's average salary that would have been paid if the
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leave had not been taken. The employer shall pay the employer

and additional ernployer contributions on behalf of the

participating member. The employee and the employer are

responsible to pay interest on their respective shares at the

rate of 8.5 percent a year, compounded annually, from the end of

the normaL cycle until full payment is made. Atl ernployer sha1l

also make the employer and additional employer contributions,
plus 8.5 percent interest, compounded annuallyr on behalf of an

employee who makes employee contributions but terminates public

service. The ernployee contributions must be made within one

year after the end of the annual normal working cyele or within
20 days after termination of public service, whichever is
sooner. The association shall prescribe the manner and forms to
be used by a gover¡rmental subdivision in administering a

periodic, repetitive leave.

(e) ltAl1or¿able service" also means a period during which a

member is on an authorized sick leave of absence, without pay,

linited to one year. An employee who has received one year of
allowabIe service sha1l return to public servíce and receive a

mininum of three months of allowable service to receive

aIlowable service for a subsequent authorized sick leave of
absence.

(f) "A11owable service" also means an authorized temporary

layoff under subdivision 12, limited to three months allowable

service per authorized temporary layoff in one calendar year.

An employee who has received the maxí service allowed for an

authorized temporary layoff shall return to public service and

receive a minimum of three months of allowable service to
receive allowable service for a subsequent authorized temporary

layoff. '

(g) Notwithstanding any 1aw to the contrary, ,rallowable

servieet' also means a parental 1eave. The association sharl
grant a maximun of two months service credit for a parental
leaver within six months aft,er the birth or adoption, upon

documentation from the mernber's governmental subdivision or
presentation of a birth certificate or other evidence of birth
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or adoption to the association.

(h) "AllowabLe service" also means a period during which a

member is on an authorized leave of absence to enter rnilitary
service, provided that the member returns to public service upon

discharge from military service under section lrg2.262 and pays

into the fund employee contributions based upon the employee,s

salary at the date of return from military service. Palzment

must be made within five years of the date of discharge from the

military service. The amount of these contributions must be in
accord with the contribution rates and salary limitations, it
êrìlr in effect during the leave" plus interest at an annual rate

of 8.5 percent compounded annually from the date of return to
public service to the date payment is made. The rnatching

employer contribution and additional employer contribution under

section 353.27, subdivisions 3 and 3a, must be paid by the

governmental subdivision employing the member upon return to
public service if the member makes the enployee contributions.
lhe governmental subdivision involved may appropriate money for
those payments. A member may not receive credit for a voluntary

extension of military service at the instance of the member

beyond the initial period of enlistment, induction, or call to
active duty.

(i) For calculating benefits under sections 353.30, 353.31,

353.32, and 353.33 for state officers and employees displaced by

the Community Corrections Actr chapter 4O]-t and transferred into
county service under section 401.04, rrallo!üable service,' means

corirbined years of allowable service as defined in paragraphs (a)

to (i) and section 352.0I, subdivision 11.

(i) For a public employee who has prior service covered by

a local police or firefighters relief association that has

consolidated with the public employees retirement association or
to which section 353.665 applies, and who has elected the type

of benefit coverage provided by the public enployees police and

fire fund either under section 353A.08 following the
consolidation or under section 353.66s, subdivision 4,

"applicable service" is a period of service credited by the

Section 3 7
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local police or firefighters relief association as of the
effective date of the consolidation based on 1aw and on bylaw
provisions governing ttre relief association on the date of the
initiation of the consolidation procedure.

(k) "Allowable service" also means â pe riod pu rchased under
section 356.555.

SEC. 4. [356.555] IPARENTAL OR FAüTLY LEAVE SERVTCE CREDTT

PËIRCTIASE. ]

Subdivision 1. ISERVTCE CREDIT PITRCHASE AUTEORTZATION. I (a)
NotwÍthstandi ng any provision to the contrary of the laws
governin a plan enumerated in subd ivision 4, a me¡nber of the
pension plan who has at least three years of allowa b1e service
covered by the a 1cable pens ion plan and who was granted by

the empl ra parental leave of absence as defined in par raph
(b) ' or who was granted the employe r a family leave of
absence as defined in paragraph (c), or who had a parental- or
fa¡ni1 related break in empl t as defined in ph (d ),
for which the person did not p¡eviously receive service credit
or for which the person did not recer_ve ot purchase service
credit from another def ined benefit public emplovee Dens ion
p1an, is entitled to purchase the actual per iod of the 1ea.ve or
of the break in service r up to five v allowable service
credit in the applicable ret an . The purchase payment

amount ís governed bv section 356.55.

(b) For purposes of this section ' a parental leave of
absence is a t of interr ion or of gqparation
from active tfort es of handling ¡qaternity or
paterni ty duties that has been approved by the inq unit
and that includes the right of reinstatemen t to empl oyment.

(c) For purposes of this sect f leave of absence
is a family leave under United States Code, title 42, section
1263lr âs amended.

(d) !'or purposes of this sect ion, â parental- or
family-related break in employment is a period followi c,

termination of active emplo]¡men t prima rily for the purpose of
the birth of a ch ion of a

Section 4
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of care to a near relative or in-
returned to the prior employing unit or
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1aw, after which the person

an employino unit
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covered b the same ns]'0n that rovided retirement
coverage immediatel y prior to the termina tion of employment.

SUbd. 2. IAPPLTCATION AND DOCUI,IENTATION. J A PETSON WhO

desires to purchase service crêdit under subdivision I must

apply for the service eredit purchase with the chief
administrative officer of the enumer ated pension olan. fhe
application must include all necessary docume ntation of the
gualifications of the person to make the pu rchase, sígned

written permission to al1ow the chief adninistrative officer to
reguest and receive necessary ver ification of al} applicable
facts and eliqibi lity reguirementsr êDd anv other re1evant

informaÈion that the chief administ rative officer ¡nay reguire.
subd- 3. IsERvrcE cREDrr GRANT. ] Arlowable service credit

in the icable enumer ated pension l¡1an for the purchase

period must be granted to the purchaser upon receipt of the
purchase payment amount calculated under section 355.55.
Payment of the purchase price rnust be rnade before the person

retires.
Subd. 4. ICOVERED PENSION PLANS. ] This section applies to

the following pension plans:

(1) general state employees retirement plan governed bv

chapter 352¡

(2\ correctional state s retirement plan governed

by chapter 352 ,

by sections 69.25

eapolis fire departme

d augment

by

by

(3) qeneral

chapter 353

(4) public

chapter 353 ,

(s)

chapter 422A

public employees retirement

employees police and fire pla

is empLoyees retirement plan

neapolis Þolice relief association

plan governed

n governedbv

overned bv

governed

nt relief associat ion governed

( 6 ) l¡lin

chapter 4238; and

(7 \ Minn
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213, 49:-.t and 55 other special loca1 legislation.
Sec. 5. H.innesota Statutes 1998, section 422A.155, is

amended to read:

422A.t55 [DETERMINATTON OF' SERVTCE CREDIT. ]

(a) Notwithstanding the provisions of section 422A.L5,

subdívision 1r Do employee of the contributing class of the

Minneapolís employees retirement fund sha1l be entitled to
recej-ve a year of service credit during the enployee's final
year of service unless the ernployee is employed and ha.s received

compensation from the city of lt{inneapolis or ottrer applicable
employing unit during each of the calendar months making up the
year for which the employee would usually be employed. Any

employee of the contributing class who is employed and receives

compensation in fewer than the usual number of calendar months

during the final year of service sha1l receive credit for that
portion of a year that the employeers completed months of
employment and receipt of compensation bears to the usual number

of months which the ernployee would usually be employed.

(b) Notwithstanding any provision of this chapter to the

contrary, service credit also means a period purchased under

section 356.555.

Sec. 6. Minnesota Statutes 2000, section AZ3B.OL, is
amended by adding a subdivision to read:

Subd. 3a. IALLOI{ABLE SERVTCE CREDTT. J
f'Allowable servi ce

credit" means:

(1) service rendered as an active member

(21 service as an elected public official under section
4238.43¡

(3) military service credited under section 4238.09,

subdivision 3; and

(41 ape riod of service pu rchased under section 356.555.

SEC. 7. IUINNE,APOLIS FTRE DEPART!'IENT RELIEF ASSOCIATION;

PARENTAL LEAVE PT¡RCEASE. ]

Notwithstanding any provision of Minnesota Statutes,
sections 69.25 to 69.53 ; Laws 1 959, chapters 2 13r 49L' and 568;

or anv other cial local law soverninq
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department relief association to the contrary, service credit
t.or the purposes of calculati ng ser.vLce pensLons r disability
benefits ¡ ot survivor benefits includes a period purchased under

Minnesota Statutes section 356.555.

Sec. 8. IREPEALER. ]

Sections 1 to 7 are repealed on !{av 16, 2003.

Sec. 9. IEFFECTM DATE. ]

Sections I to 7 are effective on Julv 1, 2001.
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