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Refund Provision Retroactivity. Current refund law (employee contributions plus six percent interest)
would be made retroactive, to apply to all past terminations when applicable law permitted lesser refund.

a

1. Retroactivit)¡ Issues. The proposal undermines the presumption against retroactivity, found in Minnesota
Statutes and in the Commission's Principles of Pension Policy statement. The broader concern is that
this may lead to retroactivity for any benefit annuity changes.

2. Implementation Problems. Fairness Issues. If MSRS were to try implementing the provision as drafted,
it would be necessary to send additional amounts to many individuals who have abeady received refunds,
but this would be difficult to do because no effort is made to maintain current addresses for refrrnd
recipients. Accepting a refund presumably terminates all rights in a plan. MSRS is requesting an
amendment to exclude this pre-refund group, but that exclusion is likely to lead to numerous requests to
make them whole.

3. Scope Issues. Generally, the Legislature tries to maintain consistent treatment across plans, suggesting
that if 5.F.777; H.F. 1161 is appropriate for MSRS-General, the policy should be extended to other
plans. This could lead to concerns in the Legislators Plan, and the proposal conflicts with other proposals
for other plans.
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State of Minnesota\ "æ,

TO

TEGISLATIVE COMMISSION ON PENSIONS AND RETIREMENT

Members of the Legislative Commission on Pensions and Retirement

FROM: Ed Burek, Deputy Directorffi

RE: 5.F.777 (Tomassoni); H.p. 1161 (Sertich): MSRS-General: Making Six Percent Interest
on Refunds Retroactive to Past Terminations

DATE March 16,2001

Summary

5.F.777 (Tomassoni); H.f. 1161 (Sertich): MSRS-General: Making Six Percent Interest on Refunds

Retroactive to Past Terminations, amends Minnesota Statutes, Section 352, Subdivision 2,the MSRS-
General refund provision, by specifring that refunds can be paid under the current refund provision
(employee contributions plus six percent interest) to any individual who terminated covered service at any

time in the past.

Backeround

Public employee retirement plans have been designed to attract capable employees, retain those

employees, and out-transition those employees at the end of their productive working c¿reers.

Historically, mmy of the plans were designed with a strong emphasis on retention. One feature which
encouraged employees to remain in covered employment was service accrual rates which are back-loaded
(accrual rates which provide a low accrual rate for early years of service, and an increased accrual rate per

year of service after the individual has provided a considerable length of service). A remnant of that
feature continues to exist for Rule-of-90 retirements and for early retirement in general for pre-July l,
1989, hirees. Under a Rule-of-90 retirement in a coordinated plan, the individual receives 1.2 percent of
the high-five average salary for each of the first ten years of service, artd 1 .7 percent per year of service for
each year thereafter. Another retention element is a long vesting period to qualify for any annuity at

retirement age. Members may be familiar, given past bills the Commission has heard, with the vesting
requirements in the old local police and paid fire plans. Years ago in those plans, vesting requirements as

long as twenty yezus were fairly common. Some of those plans also did not provide any refund to any

terminating member (an example is the Saint Paul Police Relief Association plan). In non-public-safety
plans, vesting requirements tended to be shorter, but it was not that many years ago that ten years of
service was required to vest for an annuity in the statewide non-public-safety plans. That vesting
requirement was reduced to five years in the mid-1980s, and to three years in 1989.

When individuals do leave covered service in non-public-safety plans, and in the newer statewide public
safety plans (the State Patrol Plan and the Public Employees Retirement Association Police and Fire
(PERA-P&F) Plan) individuals are entitled to a refund. Since vesting requirements are now modest, only
three years of covered service, many shorter term public employees are vested for a retirement annuþ
upon reaching retirement age, but that annuity may have little value because so little service was provided.
Thus, even if a terminating public employee is vested, the individual's best economic option may be to
take a refund.

Under Minnesota public pension law for the Minnesota State Retirement System (MSRS) plans, the

Public Employees Retirement Association (PERA) plans, the Teachers Retirement Association (TRA)
plan, and other larger public plans, the policy in current law is to provide a refund of the employee's
contributions plus six percent interest. (An exception is the MSRS-Judges Plan, which provides a refund
including five percent interest. So few judges terminate and take refi¡nds that the lower interest rate

provided in law may have little practical significance.)

The refund feature in these plans can be viewed as a design feature to encourage individuals to remain in
covered employment. Individuals are encouraged to remain in covered service by not making the
individual whole if they leave. Under current law, individuals who terminate service and request a refund
receive the employee contributions plus six percent interest. This creates a gain for the fund equal to the
employer contributions made on behalf of the employee, the full investment earnings on the employer
contributions, and the investment earnings on the employee contributions in excess of six percent.
Turnover gain is an essential feature of our defined benefit plans. Turnover gain helps to cover the plan
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liabilities for those who remain in covered employment. Without turnover gain, plan costs would be a
higher percentage of covered payroll.

The cost of a plan's refund provision as a percentage of covered salary will increase the higher the interest
paid on refunds. If interest equal to the plan's rate of return were provided on the refunded employee
contributions, there would be no turnover gain on those employee contributions. If a portion, or all, of the
employer contributions plus interest were also included in a refund, tumover gain would be
correspondingly reduced. In the extreme, if everyone \ryere to receive the value of the employee and
employer contributions plus the investment retum, regardless of when the individual terminated
employment (at retirement or well before), what we have is a defined contribution plan.

Past versions of Section352.22, the MSRS refund provision, indicate that covered members were strongly
encouraged to remain in covered employment due to the minimal value of refunds that they would receive
if they terminated, coupled with long vesting requirements. As of the mid-1960s, the version of Section
352.22 that was then found in Minnesota Statutes indicated that individuals who terminated from covered
service could receive a refund of the employee contributions, but with no interest. ln 1973, the refund
provision was amended to allow 3.5 percent interest on a refund, but the interest only applied to the
employee contributions made after the third year of service. The first three years were excluded from
receiving any interest. In 1984, the MSRS refund law was amended to permit five percent interest on the
employee contributions for all years of service. In 1989, the interest rate was increased from five percent
of service to six percent.

Other Minnesota general employee plans display a similar pattern. In some cases, in the distant past no
refund was permitted. This is likely to be followed by a period when the employee was permitted to
receive a refund of employee contributions without any interest, followed by a period where minimal
interest was permitted, and since approximately 1989, six percent interest has been included in the refunds
from the applicable plan.

Relationship to Past MSRS Minor Berrefil lmprovqmeni Bills and Other Current Session Bills

The change r,vhich 5.F.777 (Tomassoni); H.F. l16l (Sertich) proposes in the MSRS-General refund
provision is substantively identical to changes proposed in minor benefit improvemenladministrative bills
which MSRS, PERA, and TRA have submitted in recent past legislative sessions. Those past session bills
would have made the change proposed here in all the MSRS plans, not just the General Plan, and in the
PERA and TRA plans. This reflects the notion that if proposed revision in refund procedures reflects
good policy for the MSRS-General Plan, it should be extended to all comparable plans. In some cases,
those past bills were not heard by the Commission, or the Commission only included on its agenda those
portions of the original bills which the plan administrators felt was most vital to its administrative
operations, or which were least controversial. The proposed changes in the plan refund provisions,
comparable to that appearing in S.F. 777 (Tomassoni); H.F. 1161 (Sertich) for the MSRS-General Plan,
were not heard in the past or were deleted from the bills the Commission recommended to pass.

In the current session the MSRS, PERA, and TRA plan administrators had a bill introduced on behalf of
their plans. Many of the provisions are minor benefit improvements; some are administrative in nature.
The two applicable companion bills are S.F. 1439 (Johnson, Dean); H.F. 1482 (Murphy). Article 5 is
entitled "Refunds" and proposes changes in the MSRS, PERA, and TRA refund provisions, similar in
nature to the change proposed here. Since there is an argument that any policy changes in the MSRS
refund provision as proposed in S.F. 777 (Tomassoni); H.F. I161 (Sertich), as it may be amended, should
also be extended to comparable plans-TRA, PERA plans, first class city teacher plans, and possibly
others, the LCPR may wish to defer action on S.F. 777 (Tomassoni); H.F. 1161 (Sertich), and take up
these issues in the context of S.F. 1439 (Johnson, Dean); H.F. 1a82 (Murphy), either this year, during the
Interim, or in the next year of the legislative Session.

Retroactive Concerns

In interpreting general law, and public pension law in particular, there is a presumption against
retroactivity in benefit provisions. When the Legislature makes a change in public pension benefit
provisions, the change is presumed to apply to benefits which commence after the effective date of the
provision, unless clearly indicated in law that some other interpretation is intended. Minnesota Statutes,
Chapter 645, Interpretation of Statutes, in Section 645.21, Presumption Against Retroactive Effect, reads
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in its entirety, "No law shall be construed to be retroactive unless clearly and manifestly so intended by
the legislature." The LCPR Principles of Pension Policy statement, as the 14ft principle in the Pension
Benefit Coverage Section, states, "Retroactivity of benefit increases for retirees and other benefit
recipients should not be permitted."

The effect of S.F. 777 (Tomassoni); H.F. 1161 (Sertich) is to make the current law refund treatment-
refund of the employee contributions plus six percent interest-retroactive to any individual who
terminated from the MSRS-General Plan (and MSRS-Correctional Plan, since the MSRS-General refund
provision also applies to that plan) at any time in the past, notwithstanding the refund law in effect at the
time that the individual terminated service. Thus S.F. 777 (Tomassoni); H.F. 1161 (Sertich), and also the
refund provisions in S.F. 1439 (Johnson, Dean); H.F. 1a82 (Murphy), in Article 5, are in direct conflict
with the presumption against retroactivity in general law and in the Commission's policy statement. If a
presumption against retroactivity is eroded, and it becomes expected that any benefit increases apply
retroactively as well as prospectively, it can become prohibitively expensive for the Legislature to make
needed policy changes.

The primary forms of benefit provided by MSRS-General and other Minnesota public pension plans are

refunds and various annuities (to disabilitants, service pensioners, and survivors). ln considering S.F . 777
(Tomassoni); U.p. I161 (Sertich), or similar proposed changes in refund provisions as contained in S.F.

1439 (Johnson, Dean); H.F. la82 (Murphy), in Article 5, the LCPR may wish to consider whether it is a
tenable position, legally or politically, to adopt a position that improvement in a plan's refund provision
are retroactive, but improvements in a plan's annuity provisions are not.

Policv Issues

5.F.777 (Tomassoni); g.f'. 1161 (Sertich): MSRS-General: Making Six Percent Interest on Refunds
Retroactive to Past Terminations, amends Minnesota Statutes, Section 352, Subdivision 2,the MSRS-
General refund provision, by specifying that refunds can be paid under the current refund provision
(employee contributions plus six percent interest) to any individual who terminated covered service at any

time in the past.

Pension police issues raised by these bills are:

1. Break From Established Policy. Presumption Against Retroactivity. The proposed revisions are a
significant step away from a presumption against retroactivity in retirement law. That is a significant
policy change, one which warrants careful consideration of the implications.

2. Need Or Justification For Change. The LCPR may wish to hear testimony from plan administrators
regarding why they contend that the changes are needed, and why a move away from a presumption
against benefit retroactivity is appropriate in this instance. LCPR staff s understanding, when this
proposal appeared in past minor benefit improvement bills submitted by the pension fund
administration, was that the proposed change was motivated by a desire for administrative ease. Plan
administrative personnel would not need to keep track of the refund policy in past law that applied
when the ex-employee terminated from service, and staff would not have to deal with angry ex-
MSRS-covered employees who terminated in the distant past, and who many years later are requesting
a refund, only to discover that the refund includes no interest or minimal interest.

In effect, the LCPR is being asked to weigh these administrative convenience issues against the
violence that would be done to standard pension policy.

3. Implementation Problems. Fairness Issues. The LCPR may wish to consider whether the proposed
change can be implemented with any degree of consistency, fairness, or efficiency. The proposed law
can be interpreted as implying that any individual, who accepted a refund which did not include six
percent interest, is now entitled to an additional payment equal to the difference between the past total
refunded amount and the amount that would have been received if six percent interest were provided.
It will be difficult to identify the individuals in that category, since the plans will not have current
addresses for many of these individuals. The act of taking a refimd was presumed to terminate all
further rights the individual had in the plan. Because of that, no Minnesota public pension plan has
made any effort to keep current addresses for past refund recipients. Given the passage of time, it will
be difficult, expensive, and time-consuming to locate these individuals to inform them of their new
right under law and to pay them whatever additional interest is payable. Many will be missed. For
those who are located, the added payment is a windfall, something they never expected under law
applicable on their termination date.
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MSRS has requested an amendment to the bills, which is provided in the attachments, which would
speciff that any individual who already accepted a refund from the applicable MSRS plan of plans is
not entitled to any additional increment of payment due to the new law. With the proposed
amendment, the revised law would apply only to individuals who have not yet applied for a refund.
While this would allow MSRS to avoid the difficulties of trying to locate all the individuals who
accepted past refi.rnds, it may put the Legislature in a diffrcult position. Many people who did accept
refunds in the past will hear about the changed refund policy and will claim they were unfairly treated.
The treatment may not actually be unfair, but this may not keep legislators from hearing many
complaints from constituents. The constituents will note that they received refunds with no interest,
3.5 percent interest, or five percent interest, and if they had waited until this law change, they would
have receive six percent interest.

There is a justifiable economic argument that individuals who took refunds some time ago, when five
percent or less interest was paid, are not unfairly treated under the proposed law change because the
individuals received control of that money and were able to invest it a rates of return considerably in
excess of six percent. A comparable individual who also terminated service many years ago, but who
delayed requesting a refund until after the passage of this law change would receive six percent
interest rather than some lesser amount, but the value today would be less than those who received a

refund earlier and invested their money at rates considerably in excess of six percent. While the
argument has validity in many cases, logic and economics often have little to do with requests made to
the Legislature. The Legislature is likely to receive numerous requests for special bills or general
legislation to cover any perceived "shortfall" stemming from a past refund with less than six percent
interest.

4. Cost. The cost of these additional refund amounts due to paylng six percent interest on a refund,
rather than using law in effect at the time of termination, will add to plan liabilities. That immediate
cost impact is unlikely to be significant. As noted previously, the larger concern is the conflict with
established policy and the general erosion of the presumption against retroactivity. Ultimately, if
retroactivity becomes the norm, that could have a very significant cost implication.

5. Scope Issues. Conflicts. If the proposed change in MSRS-General refund policy is deemed
appropriate for some or all MSRS plans, presumably the policy change is appropriate for other public
plans. Similar legislation that was submitted in past sessions would have extended the new policy to
all or nearly all MSRS plans, including the Legislators Plan, the PERA plans, and TRA. If the change
makes sense for TRA, presumably it make sense for the first class city teacher plans. The LCPR may
need to consider whether it is appropriate to include the Legislators Plan in a potential amendment to
these bills. While the Legislature has long strived to maintain consistent policy between MSRS-
General and the PERA-General Plan, the treatment proposed here is in conflict with the ooenhanced

refund" concept which PERA has proposed elsewhere. In any change, the LCPR may need to consider
the cost impact on PERA, given the funding problems with that plan. While the immediate cost
impact is not significant, any change which adds any recognized liabilities to PERA-General or
reduces turnover gain in any amount warrants consideration given that plan's funding problem.
Similar issues would arise with the Minneapolis Teacher Retirement Fund Association (MTRFA),
which has a contribution deficiency greater than that of PERA-General.

6. Amendments. There are policy arguments for amendments to 5.F.777 (Tomassoni); H.F. 1161
(Sertich): MSRS-General: Making Six Percent Interest on Refunds Retroactive to Past Terminations,
which would extend the proposed treatment to plans other than MSRS-General-to the other MSRS
plans, PERA, TRA, first class city teacher plans, and perhaps some others. However, the LCPR
would need to consider many implications of an extension to other plans, including issues related to
increasing refunds to legislators who left office and who may seek the enlarged refund, alternative
refund proposals that have been introduced in current session bills or been discussed by the
Commission or various committees, and policy concerns about the retroactivity implications of S.F.
777 (Tomassoni); H.F. 1161 (Sertich). Given these and other questions, the Commission may
conclude that any extension of the policy suggested in S.F. 777 (Tomassoni); H.F. 1161 (Sertich), or
some related policy, is best considered in the context of S.F. 1439 (Johnson, Dean); H.F. 1482
(Murphy), in Article 5 of those bills.

If the Commission does wish to take action on S.F. 777 (Tomassoni); H.F. 1161 (Sertich), staff has
two amendments for consideration which as drafted are restricted to MSRS-General (and the MSRS-
Correctional Plan, since the MSRS-General refund provision also applies to the Correctional Plan).
The Commission should be aware, however, that any action taken on S.F. 777 (Tomassoni); H.F. 1161
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(Sertich) is likely to lead to comparable changes, if not this Session, then in the near future, in other
plans. Amendment LCPR01-99 is an amendment which more clearly indicates how MSRS would
interpret the provision. Amendment LCPR0I-100 is the amendment requested by MSRS, to stipulate
that anyone who already received a refund is not eligible for any additional amount due to 5.F.777
(Tomassoni); H.f'. 1161 (Sertich). As noted in the text, that may put the Legislature in a diffrcult
position, leading to numerous requests for a remedy for individuals who received refunds in the past
and who contend that the exclusion is unfair. The two amendments should not be used together.
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7. Adequaçv of Benefits at Retirement
a. Benefit adequacy reErires that retirement benefits

reçpond to changes in the econorny.

b. The retirement benefit should be adequate at the

_ time of retirement.

c. Except for local police or firefighter relief asso'

ciations, the retirement benefit should be related
to an individual's final average salary, deter-
mined on the basis of the highest five successive

years average salary unless a different averaging
period is designated þ the Legislatue.

d. Exce,pt for loca1 police or fireflghter. relief asso-

ciations, the measure of retirement beneût ade-
quacy should be at a minimm of thirty years

' servicg which would be a reasonable public em-
ployment career, and at the generally applicable
normal retirement age.

e. Retirement benefit adequacy must be a fimction
of the M¡nesota public pension planbeneflt and

any Sociat Security benefit payable on account of
Minnesota public emplcryment.

8. Postretirement Benefit Adequacv
a. The retirement benefit should be adequate during

the period of retirement.

b. Postretirement benefit adequacy shorfd fi¡nction
to replace the impact of economic inflation over
time in order to maintain a retiremênt benefit
that was adequate at the time of retirement-

c. The system of periodic post rctiremerú increases

should be fimded on an actuarial basis.

d- In order to replace inflation, the post retirement
adjusünent system should follow a valid recog-
nized economic indicator.

9. Port¿bilitv
To the extent feasiblg portability should be estab-

lished as broadly as possible for employment mobile
public employees. '

10. Purchases ofPrior Service Credit
P*ch*.s 

"f 
p"bti. pensionplan credit forperiods of

prior senrice should be permitted only tf, on a case-

by-case basis, it is tletermined that the period to be

purchased is public emplo5'rnent or substancially akin
to public errployment that the prior service period

must have a sigrrifrcant connection to Mirmesot4
that the purchase payment fromthe member or from
a combination of the member and the employer must
equal the actuarial liability to be incurred by the
pension plan for the benefit associated with the pur-
chase, appropriately calculated, without the provi-

Revised 1216/96

sion of a subsidy from the pension plar¡ and that the
purchase must not violate notions of equity.

11. Deadline Extensions and Waivers
Deadline efensions or waivers should be pennittetl
only f, on a axe:þ-case basis, it is determined that
there is a sufficient equitable basis for the extension
or waiver, the eÍension or waiver does not involve
broader applicabihty than the pension plan me,nbers
making the request and tlat the extension or waiver
is ulikely to constiûIte an inappropriate precedent
for the fi¡ture.

12. Vestine Reouirement Waivers
Waivers of vesting requirements should be permitted
only f, on a case-by+ase basis, it is detemrined that
there is a strong equitable argrunent to grant the
waiver for the requesting public employees.

13. Reooenine Optional Annuity Elections
Reopenings of optional armuity elections should not
be permitted.

4. Benefit Increase Retroactivity
Retroactivity of benefit increases for retirees and

other benefit recipients should not be pennittetl.

l5.Repayment of Prwiously Paid Benefits and Resump-
tions of Active Member Status
Rçayments of prwiously paid benefits and resrmp-
tions of active member status should not be pennil-
ted.

16.Dup1icate Public Pension Csveraee For the Sarne
Emplovment
Unless sqrplemental pension plan coverage is in-
volved" public employees should not have covemge

þ more than one Minnesota public pension plan for
the same period of service wilh the same public em-
ployer.

17. Reemploved Annuitant Earnings Limitations
a. Limitations on the ea:nings þ reemployed an-

nuitanæ should apply only to the reemployment
of an annuitail ry an employing unit that is a
participating employer in the same public pen-
sion plan from whichthe annuitant is receiving a
pension.benefit.

b. Reemployed annuitant earnings limitations
should be standardized to the extent possible
among the various Minnesota public pension
pla¡s.

1 8. Disabilitv Definitions
The definitions of what constitutes a disability gping
rise to a disability benefit should be standardized to
the extent possible, recognizjng the differences inlhe
hazards inherent invarious types of employment.
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1 and fter !,larch 30, L978, unless the person has, as of the 1ater

2 of ltla ch 30 t I978t ot the date of employment, suffici t service

credit

4 requir

n the retirement association to meet the mi vesting

ts for a deferred retirement annuíty, the employer

5 agrees in iting on forms prescribed by the tíve director
6 to nake the equired ernployer contributions, ncluding any

7 employer addi contributions, on a t of that person

I from revenue s ces other than funds pr ided under the federal
n , Comprehensive Tra ing and Employment t ot the person agrees

10 in writing on forms rescribed by executive director to rnake

11 the required employer tribut in addition to the required
12 employee contribution;
13 (3) a person holding t-tíme adult supplementary

14 technical college license renders part-time teaching service
l-5 or a customized trainer de by the Minnesota state
16 colleges and univers es syst in a technical college if (i)
17 the service is inc ntal to the r r nonteaching occupation

technical college18 of the person; a (ii) the applic
19 stipulates a lIy in advance that part-time teaching

20

2T

22

23

24

25

26

27

28

service or c tomized training service not exceed 300 hours

in a fisca year and retains the stipulati in its records; and

(iii) 'part-time teaching service or cust zed training
serv]- actually does not exceed 300 hours in a fiscal yeaxi or

(4) a person exempt from ricensure under section L22A.30.

Sec" 6. IEFFECTI DATE. ]

Sections 1 to 5 are effectiv e 1 2001.

29 section 1. Ir{innesota statutes 2000, section 352.22,
30 subdivision 2, is amended to read:

31 subd. 2. [At[oItNT oF REFIIND.] Except as provided in
32 subdivision 3, the refund payable to a person who eeased-ëo

i

33 be is no longer a state enployee by reason of termination of
34 state service and applies for a refund after July 1, 200r I

35 regardless of termí nation date and only applies for amounts not
36 yet refunded rastn an amount equal to employee accumulated

ARTICLE 5

Article 5 Section 1 23
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contributions plus j.nterest at the rate of six percent per year

compounded annually. Included with the refund is any interest
paid as part of repayment of a past refundr plus interest

thereon from the date of repayment. Interest must be computed

to the first day of the month in which the refund is processed

and must be based on fiscal year or monthly balances, whichever

applies.

Sec. 2. It{innesota Statutes 2000r section 3528.11,

subdivision 1, is a¡nended to read:

Subdivision 1. IREFIIND OF PAY!,IENTS.] A member who has not

received other benefits under this chapter is entitled to a

refund of payments made by salary deduction, plus interest, íf
the member is separated no longer a state employee , either
voluntarily or invol-untarily, from state service that entít1ed

the member to membership and applies for a refund after Julv 1

2001, regardless of te rnination date and only applies for
amounts not yet refunded. In the event of the memberrs death,

if there are no survivor benefits payable under this chapter, a

refund is payabte to the last designated beneficiary on a form

filed with the director before death, or if no designatíon is
filed' the refund is payable to the member's estate. rnterest
must be computed at the rate of six percent a year, compounded

annually. To receive a refundr application must be made on a
form prescribed by the executive director.

Sec.3. !{innesota Statutes 2000, section 353.3A,

subdivision 2, is amended to read:

subd" 2. IREFI]ND wrrE TNTEREST.J Except as providect in
subdivision 1r âDy person who ceases to be a public ernployee and

app1ies for a refund after July 1, 20 01 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 proeessed at
the rate of six percent compounded annually based on fiscal year
balanees - ff. a person repays a refund and subsequently applies
for another refund, the repayrnent amount, including interest, is
added to the fiscal year balance in which the repayment was made.

Sec. 4. t4innesota Statutes 2000, section 354.49,

Article 5 Section 4 24
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subdivision 3, is amended to read:

Subd" 3. IREFIIND TN CERTAIN INSTANCES.] +ty person not

covered by the formula program who has attained normal

retirement age with less than the minimum servíce requíred for
an annuity and who ceases to be a member because of termination
of teaching servíce is entitled upon application to a refund in
an amount equal to the person's accumulated deductions plus

interest at the rates used to compute annuities under sectíon

354"44t subdivision 2 in lieu of a proportionate annuity
pursuant to section 356"32. If a person who has attained normal

retj.rement age is eligible for an anáuity or is. covered by the
formula program, the refund is an amount equal to the

accumulated deductions credited to the person,s account as of
June 30, 1957, and after JuIy 1" IgSTr the accumulated

deductions plus interest.at the rate of six percent compounded

annually regardless of when the emplovee terminated. For the
purpose of this subdivision, interest must be computed on fiscal
year end balances to the first day of the month in which the
refund is issued.

Sec, 5 . I¡linnesota Statutes 2000, section 4gO .I2A ,
subdivision 12, is amended to read:

subd - L2. IRETIIND. J (a) Any person who eeases to be a
judge but who does not qualify for a retirement annuity or other
benefit under secÈion 4gO.]'zL sha1l be entitled t.o a refund in
an amount equal to all the person,s contributions to the judges'

retirement fund, resardless of when thev v¡ere made plus
interest computed to the first day of the month in which the
refund'is processed based on fiscal year balances at an annual
rate of five six percent compounded annually and a ies to
refund issued after July 1, 2001.

(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 repaying alr refunds. A repayment must include
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interest at an annual rate of 8.5 percent compounded annually"

Sec. 6. IEFFECTM.DATE, J

Sections 1 to 5 are effectíve Julv 1, 2001.

^ARTICtE 6

ST'RVIVOR BENEFITS

Section 1. Minnesota Statutes 2000, section 3S2.IZ,

subdivision 2, is amended to read:

subd. 2. lsuRvrvrNc sPousE BENEFïT. ] (a) rf an emp]oyee or

former employee has credit for at least three years allowable

service and dies before an annuity or disability benefit has

become payable, notwithstanding any designation of beneficiary
to the contrary, the survíving spouse of the employee may erect
to receive, in lieu of the refund wíth interest under

subdivision 1r âD annuity equal to the joint and 100 percent

survivor annuity which the employee or former employee eould

have-qualåfied-for-on-the-date-of-death had earned based on

length of service , averaqe salary, and age the ernoloyee would

have been at the date pavment beqins"

(b) rf the employee was under age 55 and has credit for at
least 30 years of allowable service on the date of death, the
surviving spouse may erect to receive a 100 percent joint and

survivor annuity based on the age of the employ ee would have

been and the age of the surviving spouse on the date of-death
payr,nent beqins " The annuity is payable using the full early
retirement reduction under section 352.116, subdivision I,
paragraph (a) ' to age 55 and one-half of the early retirement
reduction from age 55 to the age payment begins.

(c) rf the emproyee was under age 55 and has credit for at
least three years of arlowable service credit on the date of
death but did not yet qualify for retirement, the surviving
spouse may elect to receive a 3-00 percent joint and survívor
annuity based on the age of the deceased. ernployee would have

been and the age of the surviving spouse at the è*ne-of-death
date t beqins . The annuity is payable using the full
early retirement reduction under section 352.116, subdivision I
or la' from age of fulr retirement to age 55 and one-haIf of the

Article 6 Section 1 26
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Senator Tomassoni introduced-
S.F- No. 777: Fiefelr:ed to the Committee on State a¡¡d Local Government Operations.

A bill for an act

relating to retirement; !{innesota state retirement
system; providing f,or a refund of employee
contributions with interest for state employees who
terminated service at any time in the past; amending
Minnesota Statutes 2000, section 352.22t subdivision 2.

BE IT ENACTED BY THE I,EGISLATT'RE OF TEE STATE OF II{INNESOTA¡

Section 1. !{innesota Statutes 2000, section 352.221

subdivision 2, is amended to reads

Subd. 2. IA!{OUNT OF REF[ND.] Except as provided in
subdivision 3, the refund payable to a person who at any time in
the past ceased to be a ,state employee by reason of termination

of state service is in an amount equal to employee accumulated

contributions plus interest at the rate of six percent per year

compounded annuaIly. Included with the refund is any interest
paid as part of repayment of'a past refund, plus interest
thereon from the date of repayment. rnterest must be computed

to the first day of the month in which the refund is processed

and must be based on fiscal year or monthly balances, whichever

applies.

Sec. 2. I EI'FECTM DATE. J

Section I is effective the
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