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March 2,2001

Membership Elieibilitv. All employees of local governments, including non-teaching school district
employees, would become members of PERA with the exception of seasonal employees. The current

law requirement that employees must earn at least $425 in a month to be required to become a member of
PERA would be eliminated.

a Prorated Service Credit. PERA would begin prorating service credit on July 1,2002, so that
employees will be granted service for purposes of calculating their retirement benefits on a fractional
basis if they work less than halÊtime. Half-time is defined as 80 compensated hours in a month.

Contribution Rates. Employees and employers would share equally in contribution rate increases -
both employees and employers will realize a0.375o/o contribution rate increase beginning in January,
2002. If this and other funding modifications are insufficient to meet the plan's financial requirements
over the next two years, these contribution rates would increase by another 0.25% in January, 2004.
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Extended Amortization of Liabilities. The full-funding target date would be extended from the year

2020 to 2031.

Vesting Requirement Chanse. Employees who become members of PERA after June 30,2002, would
have to work five years in PERA-covered employment in order to be eligible for a PERA retirement
benefit, rather than three years.

Enhanced Refunds. Employees who are vested and terminate PERA-covered employment after June
30, 2001,would be eligible for a refund of a portion of contributions made by their employer on their
behalf - for employees claiming a refund before age 55,25o/o of the employer contribution plus interest
and 50%o for employees claiming a refund after age 55.

Reduced Auementation on Deferred Benefits. The augmentation of deferred benefits would be
reduced from 5o/o after age 55 to 3%;o for members who terminate after June 30, 2001.

Emplover Additional Contribution Increase. (S.F. 810 (Pogemiller) only.) PERA employers would
contribute an additional0.T5%io of payroll to PERA.

Increased State Aid. (S.F. 810 (Pogemiller) only.) The state would grant PERA employers 0.75% of
their 2000 payroll (estimated at$.27 million).

The elimination of some cunent membership
exclusions and the addition of new exclusions makes the net impact of the changes unclear.

The proration is not done on the same basis
as other plans and constitutes a benefit downsizing for some employees

3. Appropriateness of Imposing Longer Vestinq Requirements. The current vesting requirements were
promoted by PERA in 1989, have limited financial impact, are delayed, and omit the current 57,000
nonvested PERA-General members.
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4. Appropriateness of Providing An Enhanced Refund Amount. The enhanced refund may not produce
any gains when it nets out, may further reduce the number of PERA members who actually benefit from
the plan, and set the stage for expansions in amount and lump sum benefit cashouts at retirement.

5. Appropriateness of the Reduced Deferred Annuities Ausmentation Rate. The change, which has a
prior precedent, is a benefit reduction.

6. Actuarial Impact of Proposed BeneÍit And Membership Changes. No actuarial figures have yet been
supplied by PERA.

7. Appropriateness of the Proposed PERA-GeneraI BenefTt Changes in Lisht of Other Likelv Benefit
Improvement Proposals. The PERA benefit changes generally go in the opposite direction of other
likely 2001 proposed pension legislæion.

8. Adequacy of the Proposed Contribution Rate Increases. The S.F. 810 (Pogemiller) contribution
increases exceed the funding shortfall, so the need for the benefit changes is unclear.

9 The target date resetting removes PERA
from the general law provision, which may negatively impact it in the future.

10. Appropriateness of the Proposed Additional PERA State Aid Prosram. The aid program has a $27
million annual price tag for the next 30 years and is not funded from other retirement savings, so it will
impact budget division target figures.

11 The proposed legislation
is absolutely inconsistent with uniformity.

12. Precedent. The proposed legislation is a precedent for nonuniformity in pension plan benefits and for
benefit reductions.

There are a number of other potential remedies that the Commission should consider before settling on
this package.

14. Consequences of Inaction. The PERA package is delayed in many respects, so it actually represents
considerable inaction. Actual inaction would allow the Commission to review the upcoming experience
studies, due later this spring, which may be good or bad news.
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State of Minnes0ta\
'd

TEGISLATIVE COMMISSION ON PENSIONS AND RETIREMENT

TO Members of the Legislative Commission on and Retirement

FROM: Lawrence A. Martin, Executive

RE: S.F. 810 (Pogemiller); H.F. ( ): PERA; Contribution Increases, Benefit
Modifications, Coverage Changes, and Additional State Aid

S.F._ ( ); H.F. 855 (Mares): PERA; Contribution Increases, Benefit Modifications,
and Coverage Changes

DATE: March 2,2001

General Summary of S.F. 810 æoeemiller); H.F. ( ):

S.F. 810 (Pogemiller); H.F. ( ) amends various provisions of Minnesota Statutes, Chapter 273,
relating to local property taxes and state aid to local governments; Chapter 353, relating to the Public
Employees Retirement Association (PERA); and Chapter 356, relating to public retirement generally; by
making the following changes with respect to PERA General Employee Retirement Plan (PERA-General)
and Public Employees Police and Fire Retirement Plan (PERA-P&F):

Broadened Membership Elieibilitv. V/ith the exception of newly excluded seasonal (under
185 days of employnent per year) employees and work-study employees, all local
government and non-teaching school district employees on and after July 1,2002, are

required to become members of PERA-General (Article l);

Proration of Benefit Calculation Service Credit For Part-time Emplovees. For PERA-
General and PERA-P&F members employed less than half-time (under 80 hours per
month), after July I,2002, service credit for benefit calculation purposes would be prorated
(Article 2);

lncreased Coordinated Member and Employer Contribution. Beginning in January,2002,
PERA-Coordinated Program member and employer contribution rates each would be

increased by 0.375 percent of covered payroll, and, if the PERA-General financing
deficiency continues, beginning in January, 2004, PERA-Coordinated Program member
and employer contribution rates would again each be increased by 0.25 percent of covered
payroll (Article 3, Section 1);

Extended Amortization Target Date. The current 2024 amofüzationtarget date for
eliminating the PERA-General unfunded actuarial accrued liability is extended seven years,

to 2031 (Article 3, Section 2);

5. Five Year Vesting Requirement. For new entrants after June 30,2002, the service
requirement for obtaining a vested PERA-General retirement annuity or benefit is
increased from three years to five years (Article 4, Sections I,2,3, 4,9, and Il);

Contributions. After June 30,2001, vested PERA-
General members who terminate active service receive an enhanced refund, including 25
percent of the employer contribution plus interest below age 55 and 50 percent of the
employer contribution plus interest after age 54 (Article 4, Sections 5,6,7,8, and 10);

Reduced Deferred Annuities Augmentation Rate. The deferred annuþ augmentation rate
for vested PERA-General or PERA-P&F members who terminate active service for a
period before applying for a retirement annuity would be reduced from five percent (after
age 55) to three percent for all ages (Article 4, Sectionl2);

Increased State Aid to PERA Emploving Units. The 1997 state aid program for local
government units and school districts is increased, with an additional annual $27 million in
State revenue allocated to employing units in proportion to their total covered payroll to
offset increased employer contribution rates (Article 5, Section 1); and
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Increased PERA-General Employer Additional Contribution Rate. Effective August 1,

200I, the PERA-General employer additional contribution increases by 0.75 percent (to
1.18 percent ofcovered payroll).

General Summary of S.F. ( ); H.F. 855 (Mares)

S.F._ ( ); H.F. 855 (Mares) is identical to S.F. 810 (Pogemiller); H.F._ ( ) as summarized
above, EXCEPT it does not include the increased state aid to PERA employing units (point 8, above) or
an increased PERA-General employer additional contributionrate (point 9, above).

Section-By-Section Summaries

A section-by-section summary of S.F. 810 (Pogemiller); H.F._ ( ) and a section-by-section
sunmary of S.F. ( ); H.F. 855 (Mares) are attached.

Background Information on the PERA Fundine Problem

a. General Background Information On PERA. The Public Employees Retirement Association
(PERA) was established in 1931. The legislation governing the plan was modeled heavily on the
1929 law governing the State Employees Retirement Association (SERA), renamed ín 1969 as the
Minnesota State Retirement System (MSRS). PERA was the third major statewide public pension
plan established by the Legislature, following the creation of the predecessor to the Teachers
Retirement Association (TRA) in 1915 and the creation of SERA in 1929. PERA was the second
public pension plan that was established by the Legislature for local government general (not
specifically police or fire) employees, after the Minneapolis Municipal Employees Retirement Plan
(now the Minneapolis Employees Retirement Fund (MERI')) in 1919. The 1931 PERA plan was
the predecessor to the current PERA General Employee Retirement Plan.

Because PERA preceded the creation of the Social Security system (federal Old Age, Survivors,
and Disability Insurance Program (OASDI)) and because Social Security initially did not extend to
federal, state, or local government employees, PERA was a "basic" program. This means that the
public employee's entire retirement benefit comes from the public pension plan, without any
Social Security benefit. PERA coordinated with Social Security for hospital employees in 1963
and for other local government employees in 1967.

b. Backeround Information On PERA Fundins Developments. The funding of PERA has been a
continuing concern for the Commission since the creation of the Commission in 1955, which was
reportedly prompted by the predicted financial bankruptcy of PERA.

Although PERA was established in 193 1, actuarial valuations did not begin until 1943 and
complete regular biennial or annual actuarial valuations did not begin until 1958. The 1955
special actuarial valuation indicated that PERA was l l.32percerú funded, with ongoing funding
limited to member contributions only (four percent of pay', and with liabilities growing at arate of
14 percent of pay. The results of the various past PERA actuarial valuations are summärized, from
most recent (1999) to least recent (L943), in Attachment A.

In 1931, when PERA was established, the retirement plan was designed to be funded on a non-
actuarial or "pay-as-you-go" basis. Local government employees in 193I-I932 were required to
pay aî initial application fee ($1 in 1931, $10 in1932), were obligated to make member
contributions of 3.5 percent of regular salary, and post-January I,1932, members were required to
pay back member contributions to July 1,1931, plus five percent compound interest. There was
no employer contribution required.

ln I94I, governmental subdivisions that impose a mandatory retirement age limitation on
employment were required to pay one-half of the cost of all retirement annuities granted to public
employees affected by mandatory retirement provisions, based on a PERA determination and
certification.

ln 1943, the member contribution was increased to four percent.

In 1956, governmental subdivisions that had elected to participate in PERA were required to make
an employer contribution, with the employer contribution set at an amount equal to one-half of the
member contributions of its employees (i.e., two percent of pÐ. Covered salary was also limited

9
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to $4,800 in 1949

In 1956, the employer contribution was increased to four percent of salary, subject to a salary
maximum of $4,800. ln 1957, the member contribution was increased to six percent of salary, up
to a salary maximum of $4,800. The employer contribution was increased to five percent of
covered salary for fiscal year 1958. For fiscal year 1959, the employer contribution was increased
to six percent of covered salary and a 2.5 percent of covered salary additional employer
contribution was imposed.

V/ith the creation of a coordinated program for some hospital employees in 1963, the hospital
coordinated member contribution was set at three percent of covered salary, while the hospital
coordinated employer contribution was also set at three percent of covered salary and the hospital
coordinated additional employer contribution was set at two percent of covered salary for fiscal
years 1964 and 1965 and at 1.5 percent ofcovered salary for fiscal years after 1965.

In 1965, the covered salary amount for both contributions and retirement annuity calculations
increased from $4,800 to $6,000. ln 1967, covered salary was increased to total salary. Also, in
1967, following a generally-applicable "split basis" Social Security referendum, the PERA
coordinated program contribution rates were revised, at three percent ofcovered salary for the
member contribution rate and for the employer contribution rate, and at 1.5 percent of covered
salary for the additional employer contribution. In 197I, the PERA Hospital Employee
Coordinated Program was transferred into the regular PERA Coordinated Program.

In 1973, contribution rates were increased. The member contribution rates were increased to eight
percent of covered salary for the PERA Basic Program and to four percent of covered salary for
the PERA Coordinated Program. The employer contribution rates were increased to equal the
member contribution rates, while the additional employer contribution remained at2.5 percent of
covered salary for the PERA Basic Program and at 1.5 percent of covered salary for the PERA
Coordinated Program.

In 1984, the PERA Coordinated Program additional employer contribution was decreased from 1.5

percent of covered salary to 0.25 percent of covered salary.

In 1989, contribution rates again were increased. The member contribution rates were increased to
8.23 percent of covered salary for the PERA Basic Program and to 4.23 percent of covered salary
for the PERA Coordinated Program, with the employer contribution rates increasing by the
identical amounts.

In 1997, contribution rates were again increased. The member contribution rates were increased to
8.75 percent of covered salary for the PERA Basic Program and to 4.75 percent of covered salary
for the PERA Coordinated Program. The employer contribution rates increased identically, while
the additional employer contribution rates increased from2.5 percent to 2.68 percent for the PERA
Basic Program and from 0.25 percent to 0.43 percent for the PERA Coordinated Program. A
special state aid program was created for fiscal year 1998 and thereafter to cover the 1997
employer contribution increases.

c. Imoact on PERA of Recent Actuarial Assumotion Chanses

1 In General. Under Minnesota Statutes, Section 356.215, Subdivision 5, every four years,
an experience study is required to be performed by the consulting actuary retained by the
Commission for the General State Employees Retirement Plan of the Minnesota State
Retirement System (MSRS-General), the General Employee Retirement Plan of the Public
Employees Retirement Association (PERA-General), and the Teachers Retirement
Association (TRA).

The quadrennial experience study compares the actual experience of the pension plan for
that five-year period with the expected experience for the same period under the actuarial
assumptions then applicable for the pension plan. The quadrennial experience study is
intended, along with the actuarial gain and loss assessment portion of the annual actuarial
valuation, to identifii the need for actuarial assumption revisions.

Once a series of the actuarial gain and loss assessments of the annual actuarial valuations
and one or more quadrennial experience studies indicate that an actuarial assumption has
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become an unreliable predictor of future occuffences, the process of developing a more
reliable actuarial assumption and implementing a new actuarial assumption is initiated.

Because the actuarial services rendered to the Commission and the various public pension
plans are provided by a combination of sources, chiefly the consulting actuary retained by
the.Legislative Commission on Pensions and Retirement and the consulting actuary
retained as actuarial advisor by the applicable public pension plan, the task of the
development of new actuarial assumptions can be performed by either consulting actuary
or in combination. If there is a difference of opinion between these actuaries,
professionally or personally, the development of new actuarial assumptions can be delayed
or totally derailed.

Once revised actuarial assumptions are developed by an actuary, the revisions must be
implemented. Minnesota Statutes, Section 356.215, Subdivision 4d, specifies the major
economic actuarial assumptions, namely the interest (future investment performance)
assumption, the salary growth (individual member) assumption, and the total payroll
growth (total plan membership) assumption. Minnesota Statutes, Section 356.215,
Subdivision 4e, requires the use of demographic and other economic actuarial assumptions
that are consistent with the most recent quadrennial experience study (or the best estimate
of future occuffences if no experience study for the applicable pension plan is required) and
Minnesota Statutes, Section 356.215, Subdivision 7, requires the approval of nonstatutory
actuarial assumptions by the Legislative Commission on Pensions and Retirement.

2. Annual PERA Experience Gain and Loss Assessments 1985-2000. The annual actuarial
valuations are required to contain an exhibit that attempts to allocate the sources of
increases and decreases in the unfunded actuarial accrued liability of the pension plan.
Four experience gain or loss items (five before 1986) are required to be assessed in the
actuarial valuation, which are salary increase, investment return, retiree (Minnesota Post
Retirement Investment Fund) mortality, and other benefit recipient (non-MPRIF) mortality
Other gains or losses are not required to be separately identified, although the Standards
For Actuarial Work prescribed by the Commission require that additional analysis should
be performed if the undesignated "other" items of unfunded actuarial accrued liability
change is greater than two percent of the actuarial accrued liability or exceeds $50 million.

The following sets forth the annual actuarial gain and loss identification for PERA for the
past 16 years (since the actuary retained by the Commission has performed the regular
annual actuarial valuation) :

2000

r999

1998

t997

1996

1995

1994

1993

1992

1991

1990

1989

r988

1987

r986

1985

Salary Investment MPRIF
Increase Return Mortalitv

($45,5e7,000) ($278,205,000) ($2,463,000)

($57,350,000) ($90,800,000) ($72,r80,000)

(s127,058,000) ($305,238,000) $13,961,000

($51,416,000) ($343,935,000) ($7,117,000)

($84,781,000) ($212,339,000) $10,697,000

$1,734,000 ($50,279,000) $252,000

($64,3r9,000) $4,688,000 $18,713,000

($194,983,000) ($70,650,000) $7,350,000

($64,063,000) ($u6,412,000) $9,946,000

($37,628,000) $37,842,000 $21,809,000

($47,601,000) ($6a;680,000) $7,007,000

($8,029,000) ($82,424,000) $6,321,000

($r4,563,000) $35,626,000 $7,582,000

($28,131,000) ($85,600,000) s9,827,000

$5,803,000 ($r00,539,000) $r3,178,000

$20,877,000 ($74,470,000) $6,326,000
Note: 8123,456,000 indicates an actuarial loss

($987,654,000) indicates an actuarial gain

Other Benefit
Recipient

Mortality
($9,857,000)

($r0,853,000)

($6,253,000)

($7,847,000)

$3,62 1,000

($3,479,000)

($6,257,000)

($1,211,000)

$37,000

($3,077,000)

$3,98 r,000

$0

$3,605,000

$5,124,000

$4,335,000

($2,091,000)

Active
Member

Sepa¡ations

$29,414,000

Other Total Expereince
Items Gain or Loss

$128,968,000 ($207,154,000)

$26,381,000 ($204,802,000)

$107,800,000 ($316,788,000)

$18,616,000 ($391,699,000)

$125,2s7,000 ($157,s45,000)

($14,702,000) ($66,474,000)

$749,000 ($46,426,000)

$1 1 1,488,000 ($148,006,000)

$154,67r,000 ($15,821,000)

$71,637,000 $90,583,000

$1 12,138,000 $10,845,000

$92,902,000 $8,770,000

$1 14,861,000 $147,1 r 1,000

$26,558,000 (972,222,000)

$56,960,000 ($20,263,000)

$163,485,000 $r43,541,000

The period 1985-2000, as assessed bythe annual actuarial valuation gain and loss analysis,
reflects significant salary gains (gains in 13 of the 16 years, averaging almost $65 million
per year of gain), very significant investment gains (gains in 13 of the 16 years, averaging
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over $135 million per year of gain), modest retiree mortality losses (losses in 13 of the 16
years, averaging $10 million per year of loss), mixed gains and losses in other benefit
recipient mortalþ (gains in 9 years and losses in 7 years), and relatively significant "othef"
losses (losses in 15 of 16 years, averaging over $85 million per year of loss).

1996 PERA Experience Stud]¡ Results and 2000 Assumption Changes. The 1996 PERA
experience study covered the period June 30, 1992 to June 30, 1996, and was reported to
the Commission on May 29,1997.

The following summarizes the results of the 1996 PERA-General experience study and the
recommendations of the actuary retained by the Commission:

Assumption

Interest

Salary Increase

Payroll Growth

Retirement

Optional
Annuitv
Selection

Active Member
Disablement

Active
Terminations

Annuitant
Mortalitv

Disabled
Mortalit-v

Analysis Observation/Conclusion Recommendation

Investment experience was favorable,
averaging L2.9 percent, compared to
the preretirement assumption of 8.5

percent.

Salary increases averaged 5.5 percent,
with increases both age and service
related and with the strongest
correlation to service.

Flat 6.5 percent assumption ignores the
potential for increases/decreases in the
number of active members and the
impact of replacement active members.

Single age retirement assumption does
not reflect the actual experience of
retiring members, especially related to
the utilization of the "Rule of 90" early
normal retirement age. Period results
also reflect the impact of early
retirement incentives.

Number of married retiring active
members probably greater in the Basic
Program than the Coordinated
Program, based on the utilization of the
subsidized joint and survivor optional
annuity form.

Actual disability rates are well below
expected, especially for females.

Total active terminations are close to
the assumption, but withdrawal rates
are strongly correlated with both
service and age. Potential data
inconsistencies also exist.

Annuitant mortality has been
considerable below expected,
especially ages 65-84.

Assumption is favorable, but relatively
close to reality.

Recommended retention of both the
preretirement interest rate assumption and
the postretirement interest rate
assumption.

Recommended breaking the assumption
into fwo components, a base increase
assumption and a merit and longevity
increase assumption. Recommended base
increase rate of4.5 percent and
development of an assumption based on an
age, service, or both by the plan and
Commission actuaries.

Recommended breaking the assumption
into two components, a base salary
increase assumption and a total active
membership growth assumption.

Recommended the development of an age-
related retirement decrement table to more
closely reflect future expected retirement
patterns.

Recommended no change

Recommended that the disablement rates
should be reduced, especially for females

Recommended that specific select and
ultimate withdrawal tables be developed.

Strongly recommended strengthening of
the mortality assumption.

Recommended retention of assumption.

Assumption experience is unfavorable. Recommended consideration of a separate
table with strengthened assumption.

Active Mortality
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The assumption changes recoÍrmended by the actuary retained by the Commission were
approved by the Commission in February, 2000. The July l, 2000 PERA-General actuarial
valuation, in addition to the 5207.2 million net experience gain, also reflected a $736.5
million increase in the unfirnded actuarial accrued liability on account of actuarial
assumption changes and a544.9 increase in the unfunded acfi:øíal accrued liability on
account of actuarial method changes (i.e., the redefinition of the actuarial value of assets).

Current PERA-General Financine Insufficiency. The July l, 2000, PERA-General
actuarial valuation indicted a I.96 percent of covered payroll ($70.4 million) annual
deficiency when the financial support (required member, employer, and employer
additional contributions) of the pension plan is compared to the actuarial requirements of
the pension plan. The results of that valuation are summarized and compared with the
1996,1997,1998, and 1999 valuation results, as follows:

1996 1997 1998 1999 2000

Membership

Active Members

Service Retirees

Disabilitants

Survivors

Deferred Retirees
Nonvested Former

Members

Total Membership

Funded Status

Accrued Liability

Cunent Assets
Unfunded Accrued

Liability

Funding Ratio

Financinq Requirements

Covered Payroll

Benefits Payable

Normal Cost
Administrative

Expenses
Normal Cost &

Expense

Normal Cost & Expense

Amortization

Total Requirements

129,43',1

32,906

r,051

5,423

8,605

I 30,

34,

1,

5,

10,

11

531

81

197

$8,049,666,000

$1,39r

$3,214,578,000

$342,1 54,000

$228,459,000

$234,245,000

137,528

38,077

1,301

5,88r

16,340

18.491

217,618

$9,443,678,000

$8,489,177.000

$954,501,000
89.89%

$3,544,488,000

$467,602,000

7.49o/o $265,778,000

0.28% $9.925.000

7.77% $275,703,000

1 35,

39,

6,01

21

283

$1 1 ,1 33,682,

$1 ,524,315,
86.31%

$3,602,750,000

$527,1 1 9,000

9.33% $336,088,000

Q.23o/o

9.56% $344,374,000

5,732

10,81

205,287

$8,769,303,000

$1 ,132,635,000

$3,385,720,000

$412,746,000

$257,628,000

$265,077,000

',l36,1

36,1

79.59o/o

6.85%

0.19o/o

7.04%

7.04%

2.71%

9.75o/o

1 88,

$7,27O,073,

$1,483,675,

$3,073,1 06,

$312,51 'l

$210,507,761

$216,346,662

82.72o/o

7.'11%

0.18%

7.29%

87.08%

7.61%

0.22%

7.83%

$216,346,662

s299,627

$1 31

$140,748,255

$0

$0

$o

$272,584,502

$234,245,000

$3r4,931,000

$265,077,000

$68.053,000

$333,1 30,000

$275,703,000

$59.1 93,000

$334,896,

9.56%

2.38o/o

11.94o/o

$344,374,000

$430, I 1 9,000

$171 ,898,000

$187,823,000

$o

$o

$0

$0
$359,721,000

$430,1 19,000

$359.721,000

$70,398,000

7.29%

2.51%

9.80%

7.83%

2.O1o/o

9.84%

7.77o/o

1.670/o

9.44o/o

Employee Contributions

Employer Contributions

Employer Add'l Cont.

Direct State Funding

Other Govt. Funding

Admin Assessment

Total Contributions

Total Requirements

Total Contributions

Deficiency (Surplus)

Amortization Target Date

Actuary

$299,627,835

$27,043,333

2020

Milliman & Robertson

$314,931,000

$304.1 94,000

$10,737,000

4.29%

4.58o/o

0.00%

0.00%

0.00%

0.00%

8.88%

4.55%

4.92%

0.00%

0.00%

0.00%

0.00%

9.47%

4.79%

524%
0.00%

0.00%

0.00%

0.00%

1Q.Q3o/o

4.78%

5.23%

0.00%

0.00%

0.00%

0.00%

10.01o/o

$169,398,

s185,221,

$354,61

4.77%

5.21%

0.00%

0.00%

0.00%

0.00%

9.98%

$ 1 46,1 27,000

$158,067,000

$0

$0

$0

$9
$304,1 94,000

$1 62,1 79,000

$177,504,000

$0

$o

$0

$9
$339,683,000

9.75%

8.88%

0.87o/o

9.80%

9.47o/o

0.33%

9.84o/o $333,130,000 9.44%

10.03% $339.683.000 10.01%
(0.19%) ($6,553,000) (o.57o/o) ($19,723,000)
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9.98%

1.96%
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Milliman & Robertson
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Milliman & Robertson
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Milliman & Robertson
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5 Comparison of Selected PERA-General Funding Information With Other Plans. The following
compares selected funding information (funded ratio, employee and employer contribution rates,
and administrative expenses) over time for PERA-General, the General State Employees
Retirement Plan of the Minnesota State Retirement System (MSRS-General), and the Teachers
Retirement Association (TRA) :

7 890 1 23 456 78 90 1 2345 67 89 0
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583567890123456
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PERA: EMPLOYEE AND EMPLOYER CONTRIBTHONS
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2.

Discussion

S.F. 810 (Pogemiller); H.F. ( ) and S.F._ ( ); H.F. 855 (Mares) attempt to resolve the
funding deficiency situation of the General Employees Retirement Plan of the Public Employees
Retirement Association (PERA-General) by making several changes:

Enlareed Membership Eligibility. The current modest salary membership exclusion is eliminated
and exclusions for seasonal employees and work-study employees are added;

Benefit Computation Service Credit Proration. Half-time employees would receive only prorated
service credit for benefit computation purposes;

3. Member and Employer Matching Contribution Rates Increased. In two stages, January 2002, and
January 2004, the PERA-General member and matching employer contribution rates are increased
by 0.625 percent by each;

Amortization Target Date Extended. The target date used to calculate the suggested contribution
requirement for anofüzing the PERA-General unfunded actuarial accrued liability is extended
from2024 to 2031;

Lengthened Vesting Requirements. The vesting periods for various retirement annuities and
benefits are increased from three years to five years;

Enhanced Refunds. Vested terminating members would be eligible for an additional refund of a
portion of the accumulated employer contribution, plus interest (25 percent under age 55 and 50
percent over age 54);

Reduced Deferred Annuity Auementation Rate. The rate of augmentation for deferred annuities
over age 55 is reduced from five percent to three percent;

(s.F. 810
(Pogemiller); H.F. _ ( ) Only) The PERA-General employer additional contribution rate is
increased by 0.75 percent of covered payroll, offset by a$27 million annual additional State aid
program for the various PERA covered employing units.

The two highly simila¡ pieces of proposed pension legislation raise several pension and related public
policy issues, including the following:

Appropriateness of Membership Elieibility Chanees. The policy issue is the appropriateness of the
changes proposed in eligibility for PERA-General, PERA-P&F, and PERA Local Correctional
Employees membership. Among alarge number of changes in the PERA definition of "public
employee" and specific inclusions in and exclusions from plan membership, the current exclusion
of employees receiving a monthly salary under $425 is eliminated, thereby potentially broadening
the PERA-General membership, while exclusions from membership for seasonal employees
(serving less than 185 consecutive calendar days during a business year) and sheltered emplo¡'rnent
or work-study employees are added. It is unclear whether the changes will result in a net
expansion or contraction in the PERA-General membership and whether or not any newly
included PERA-General members will produce additional turnover gains. The membership
change article appeils to contain a number of provisions that were potentially controversial or
problematic from the 2000 Session H.F. 1444 (Krinkie); S.F. 1468 (Stevens), which the
Commission declined to recommend. Testimony from potentially affected employer or employee
groups on these changes should be requested by the Commission prior to taking final action.

4

5

6.

7

8

a.

b. Appropriateness of Proposed Service Credit Proration. The policy issue is the appropriateness of
the proposal for prorating the service credit used for benefit computation pu{poses for PERA-
General, PERA-P&F, and PERA Local Correctional members who are employed less than halÊ
time (less than 80 hours per montþ, effective July 1, 2002. Currently, PERA service credit is
granted for a full month for any service that occurs in a month and is used for both vesting
purposes and benefit computation purposes. The proposal would separate PERA allowable service
credit into two parts, one for the purpose of vesting and one for benefit computation purposes, and
would prorate benefit calculation service credit for certain part-time employees. V/hile PERA
argues that the provision aligns PERA with the service crediting methods of the General State
Employees Retirement Plan of the Minnesota State Retirement System (MSRS-General) and of the
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Teachers Retirement Association (TRA), the proposed language does not replicate the practices of
either of those plans. The service credit proration provision also would constitute a benefit
reduction for some current PERA members. The Legislature, historically, has been very wary and
slow to reduce benefits for any membership group, absent a showing of an abuse or a financial
disaster. The proposed change also is delayed for more than one year. If the change is
meritorious, consideration should be given to making the change more promptly.

Appropriateness of Imposing Loneer Vesting Requirements. The policy issue is the
appropriateness of increasing the vesting requirement for benefit entitlement from three years to
five years for employees who become PERA-General members after June 30, 2002. The three-
year vesting requirement was enacted in 1989, largely promoted by PERA at the time, and the
prior five-year requirement was enacted in T987, again largely promoted by PERA at the time.
The reduced vesting requirements did not greatly increase the PERA actuarial requirements when
enacted, so the change is unlikely to produce a significant actuarial requirement change now. If
the lengthened vesting requirement makes good policy sense, consideration should be given by the
Commission to broadening it to apply to current PERA members and accelerating its effective date
of July I,2002. There are currently (i.e., 71112000) over 57,000 PERA-General members with less
than five years ofservice credit.

The policy issue is the
appropriateness of increasing the amount of a potential refund for terminating PERA members to
include a portion of the employer contribution, varying in amount depending upon age. Currently,
PERA and virtually all other Minnesota public pension plans limit refunds to the amount of the
accumulated member contribution, plus six percent interest. The proposal would provide
nonvested terminating PERA members with a refund of the accumulated member contributions
plus interest, vested terminating PERA members under age 55 with a refund of accumulated
member contributions and 25 percerrt. of the accumulated member contributions, plus interest, and
vested terminating PERA members over age 54 with a refund of accumulated member
contributions and 50 percent of the accumulated member contributions, plus interest. The
provision appears motivated by the recent turnover gain problems in PERA, where terminating
members are not taking refimds and not producing turnover gains in the magnitude previously
expected by the actuary based on past experiences. Given that most PERA members, under the
current separation actuarial assumptions, are not expected to be in the fund at retiremerrt age,
attempting to further reduce the number of individuals who will ultimately receive a PERA benefit
raises areal question about the purpose of the retirement plan and for whose actual benefit it
exists. The proposal attempts to increase turnover gains by reducing each future gain. It is unclear
whether this investment of resources in the form of a greater refund (and reduced gain from each
refund) is the best mechanism to produce a net experience gain in fact. Also, the proposal will put
the Commission on a potential slipping slope toward paying lump sum retirement benefits to
retirement age terminating members and even greater refund principal and interest amounts in the
future. While no refi.md of employer contributions is settled policy, these potential enhancement
demands are relatively easy for the Commission and the Legislature to dissuade, but once
employer contributions are paid in part, future demands for "cashing out" in a lump sum one's
retirement coverage at retirement or earlier termination can be expected. The age related proposed
employer contribution refund amounts also may violate the federal Age Discrimination in
Employment Act (ADEA) and should be carefully reviewed against current federal regulations and
practices under that statute before receiving a Commission recommendation or legislative
enactment.

e. Appropriateness of the Reduced Deferred Annuities Ausmentation Rate. The policy issue is the
appropriateness of the proposed reduction in the rate of deferred annuities augmentation for
retirees after age 55. Minnesota is largely unique in public pension plan circles in providing
deferred annuities augmentation (reportedly only Oregon has similar practices) and the practice is
essentially unknown in the private sector. The augmentation rate, set some three decades ago, was
initially three percent, was increased to five percent for all deferral periods in 1973, was reduced to
three percent for all periods in 1980, and was set at three percent before age 55 and five percent
after age 54 in the 1989 benefit increases sponsored by PERA and the other major retirement
plans. Changing the rate for current, as well as future, deferred annuitants would represent a
benefit downsizing. While there is precedent for downsizingthe rate (see the 1980-1988 period),
the Commission and the Legislature historically have been disinclined to impose these benefit
takeaways.

d.
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f Actuarial Impact of Proposed Benefit And Membership Changes. The policy issue is the progress
to be made toward resolving the PERA funding problem by the membership and benefit changes
proposed b the PERA Board in the proposed legislation. No actuarial cost estimates have been
prepared by Milliman & Robertson, Inc., the consulting actuarial firm retained by the Commission,
at the Commission's request yet, or forwarded to the Commission by PERA. Since some of the
proposed changes apply only to new hires and are delayed in the time of their implementation, it is
unclear how great a magnitude of improvement in the PERA funding problem they produce. If the
actuarial impact is modest, those changes with substantial additional adverse policy questions may
not be worth further consideration.

Appropriateness of the Proposed PERA-General Benefit Changes ln Lieht of Other Likely Benefit
Improvement Proposals. The policy issue is the appropriateness of the Commission
recoÍrmending the PERA-General benefit changes proposed by the PERA Board when other major
Minnesota public pension plans have publicly indicated that they will be proposing various other
benefit increases. Recommending benefit reductions in whole or in part for one pension plan
while considering benefit increases proposed by other similar pension plans, including pension
plans with funding problems similar to those experienced by PERA-General, would indicate at
least some policymaking confusion. Likely benefit increase proposals for the 2000 Legislative
Session include earlier normal retirement ages, shortened final average salary periods, and
increased benefit accrual rates.

Adequacy of the Proposed Contribution Rate Increases. The policy issues are the adequacy of the
proposed increases in PERA-General member and employer contribution rates. The current
PERA-General financing shortfall is 1.96 percent of covered payroll. The two pieces of proposed
legislation would implement the following contribution rate increases:

S.F. 810 (Poeemiller) H.F. 855
81U2000
Employer Additional

ûÞ

h.

11U2002
Member
Employer Matching

llU2004
Member
Employer Matching

0.75%

0.375%
0.37s%

0.25%
0.2s%

0.375%
0.37s%

0.2s%
0.2s%

Total 2.00% t.2s%

Given that the contribution rate increases under S.F. 810 (Pogemiller) accomplish the goal of
eliminating the current PERA shortfall, it is unclear what is further to be gained by the various
membership, benefit and actuarial method changes provided for in that bill.

Appropriateness of the Amortization Target Date Chanse. The policy issue is the appropriateness
of the proposed increase for PERA-General in the arnortization target date from the current date of
2024 to 2031. The amortizatíontarget date is the date used by the actuary to calculate the
supplemental contribution required to retire the plan's unfunded actuarial accrued liability on a
level percentage of an increasing payroll basis. The target date was set at 2020 in 1 989 and reset
to 2024 by operation of a complicated statutory formula as a result of the 2000 redefinition of the
actuarial value of plan assets. If made, PERA would join the Minneapolis Employees Retirement
Fund as the only plans exempt from the general statute provision, which updates the target date
based on benefit increases, actuarial assumption changes, and actuarial method changes. While
MERF is a closed fund (no new active members after 1979), PERA is not. Upon a future PERA-
General benefit increase, actuarial assumption change, or actuarial method change, the proposed
resetting of the target date will actually work to increase PERA's financial requirements rather
than reduce them.

Appropriateness of the Proposed Additional PERA State Aid Proeram. The policy issue is the
appropriateness of the additional $27 million annual State aid program proposed for PERA
covered employing units contained in S.F. 810 (Pogemiller); H.F. _ ( ), but not contained in
S.F._ ( ); H.F. 855 (Mares). The additional State aid program for PERA is intended to offset
the economic impact of the August I,200I proposed 0.75 percent increase in the PERA additional
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employer contribution rate. There is precedent for the aid program in the 1997 benefit calculation,
but in that case, the PERA $15.9 million aid program was funded from State contribution
reductions to other pension plans. No similar reduction of State employer pension contributions is
proposed now by the PERA Board and the State aid program will have significant impact on the
State's FY2002-FY2003 budget and the budget deliberations occurring this session.

Lack of Uniformitv V/ith Other General Emplovee Public Pension Plans. The policy issue is the
lack of uniformity in benefit and related provisions between PERA-General and the other major
statewide and local general employee pension plans. The proposed legislation prorates service
credit for part-time PERA-General covered employees differently than the other plans, charges
PERA-General members a great contribution rate than any other general employee pension plan,
requires a longer vesting period of PERA-General members than of other general employee
pension plans, provides alarger refund to terminating vested PERA-General members than is
provided to other general employee pension plan members, and reduces the augmentation rte for
deferred PERA-General retirees compared to other general employee pension plans. One of the
arguments for the 1989 benefit increases was to increase benefit comparability between the various
general employee pension plans by adding the "Rule of 90" to MSRS-General and TRA, thereby
matching prior PERA-General practice. The entirety of the 1997 benefit increases were presented
by their supporters under the argument of uniformity. The proposed legislation is absolutely
inconsistent with uniformity.

Precedent. Closely related to the policy issue of a lack of uniformity is the policy issue of the
proposed legislation becoming a precedent for future legislative developments. The proposed
legislation sets a precedent for nonuniform pension legislation, especially if other general
employee pension plans seek and gain various benefit increases during this Session. The proposed
legislation also sets a precedent for widespread benefit reductions to resolve a financial shortfall
rather than the more typical approach of seeking contribution increases. The expanded refund
proposal, if recommended by the Commission, would certainly become the basis for similar refund
increases by other pension plans, even though those plans do not suffer from the same lack of
turnover gain problem.

Appropriateness of the Proposed Legislation In Light of Other Potential Remedies To The
Problem. The policy issue is the appropriateness of the various membership, benefit and
contribution modifications proposed by the PERA Board when there are other potential remedies
to the PERA fimding problem. The PERA funding problem, in summary, is that of a pension plan
that has lagged the funding progress of the other statewide general employee pension plans in
recent years and currently has a shortfall in its contribution levels of 1.96 percent of covered
palroll when compared to its actuarial requirements. Broadly, a solution to the PERA funding
difficulties will attempt to reduce the actuarial cost of the plan, increase the contributions to the
plan, or both. Some options to do this that have been identified previously, but have not yet been
explored in detail by the Commission and may merit additional Commission consideration, are as

follows:

1. Potential Membership Chanees.

Reduce PERA Membership By Transferrine School District Employees to TRA or to a
New Separate Pension Plan. A review of PERA's membership apparently indicates that
school district employees produce a higher pension cost than county or city employees.
If school district employees were transferred to the Teachers Retirement Association
(TRA), the teacher retirement plan, or to a separate pension plan, the resulting PERA
contribution requirement would likely be reduced.

2. Potential Fundinq Increases or Changes.

a One-Time Lump Sum State Appropriation. A state appropriation to PERA could be
used to buy down a substantial portion of what otherwise would be the future annual
funding requirement shortfall.

Reshuffle Other Fundine Support. As the Legislature did in 1997, when financial
support sufficiencies in MSRS-General and TRA were redirected to PERA and to the
first class city teacher retirement plans, the current MSRS-General, TRA, or Public

l.

m

a

a
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Employees Police and Fire Plan (PERA-P&F) financial support sufficiencies could be
redirected in whole or in part to PERA.

3. Potential Actuarial Assumption or Method Modifications

o Increase Preretirement Interest Rate. The interest rate assumption determines the
portion of actual pension plan cost that will be paid from investment income and an
increase in the current PERA preretirement interest rate from 8.5 percent would reduce
the portion of actual pension plan cost calculated in the actuarial valuations to be paid
by contributions.

a Redefine the Actuarial Value of Assets. The 2000 Legislature changed the definition
of the actuarial value of assets, increasing the PERA-General unfunded actuarial
accrued liability by $44.9 million as a result. If the actuarial value of assets definition
is returned to the pre-2000 definition, PERA assets increase by $44.9 million. If the
actuarial value of assets for PERA was redefined as market value, PERA assets
increase by 5439.7 million, reducing the 1.96 percent of covered pay deficiency by 0.69
percent ofcovered pay.

Reset The MPRIF Post Retirement Interest Rate. Minnesota Post Retirement
Investment Fund (MPRIF) postretirement interest rate could be increased, which would
also would reduce the recognition of the portion of the actuarial cost calculated to be
borne by contributions. Because the MPRIF postretirement adjustment is based in part
on investment performance in excess of an actuarial assumption, this change, however,
also involves a benefit reduction.

4. Potential Structural Chanses.

Plan Consolidation. The consolidation of a pension plan with actual or potential
funding problems with a pension plan with funding strengths, such as the consolidation
of PERA with MSRS-General, would produce an average total cost for the resulting
plan that may be more manageable.

Fund Consolidation. The consolidation of the fund supporting a pension plan with
actual or potential funding problems with a fund supporting a pension plan with
funding strengths can postpone or eliminate any potential for a benefit payrnent default,
such as the merger of the PERA retirement fund with the PERA-P&F retirement fund.

Administrative Consolidation. The consolidation of the administration of one pension
plan with the administration of another pension plan can save administrative expenses
through the elimination of administrative duplications and the acquisition of greater
economics of scale, such as the merger of the PERA and MSRS administration.

5. Potential Correction of Identified Benefit Abuses.

The actuary retained by the Commission has identified preretirement "salary spiking"
as a potential problem within PERA. The "salary spiking" phenomenon occurs when
the salary of a retiring member immediately before retirement or during the "highest
five successive yeats" averaging period increases dramatically over the person's prior
career salary history pattern, whether the salary increase arises from increased working
hours and overtime pay or from late career promotions or unusual salary increases. If
this is an actual benefit abuse, corrective action could be taken, such as eliminating
overtime compensation from covered salary, or utilizing defined contribution plan
coverage only for overtime compensation, or limiting end-of-career salary increases
year to year to a specified percentage.

o

a

a

a

Consequences of Inaction. The policy issue is the consequences for PERA-General if the
Commission and the Legislature decide to review the situation for a while longer. The proposed
legislation sponsored by the PERA Board is not a precipitous remedy, with the contribution
increases largely delayed into the future, with many of the benefit changes not effective for 18

months, and with many of the benefit changes impacting only on future PERA-General members
The actuary retained by the Commission is currently conducting a quadrennial experience study

n.
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on Minnesota State Retirement System General, PERA-General, and TRA, with the results
expected in late April or May,200l. Additional actuarial assumption changes for PERA-General
may be necessary as a result of that study, which could make any remedy assembled by the 2001
Commission and Legislature either inadequate or unnecessary. Recommendations on actuarial
assumption changes arising out of the 2001 experience study would not be presented for
Commission and Legislative action until the 2002 Session. A delay in corrective action for one
year would likely increase the $1.5 billion PERA-General unfr¡nded actuarial accrued liability by
$70+ million.
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Article L

Section Statutorv Provision
Section 353.01, Subdivision 2

Section 353.01, Subdivision 2a

Section 353.01, Subdivision 2b

Section 353.01, New
Subdivision 2d

Section 353.01, Subdivision 7

Section 353.01, Subdivision 1lb

Section 353.01, Subdivision 12

Section 353.0 1, Subdivision l2a

Section 353.01, new Subdivision
38

Section 353.86, Subdivision 1

11 Effective Date

Article 2

Section 353.01, Subdivision 16

Section 353.01, new Subdivision
39

Section-bv-Section Summary of S.F. 810 (Posemiller)

Proposed Change
Updates crossreferences and revised language usage in
general membership provision.

Makes PERA coverage mandatory for all public
employees. Eliminates the exclusion from coverage of
low salary public employees.

Revises the specification of public employees excluded
from membership. Excludes elected officials other than
county sheriffs. Narrows the exclusion of fuIl-time
student public employees. Adds exclusion of seasonal
employees who serve less than 185 days annually. Adds
exclusion of certain sheltered employment or work-study
employees.

1

2

J

4 Creates optional membership provision by individual
election for labor organization employees, elected
officials, state department heads who elect not to be
MSRS-General Plan members, and city managers.
Creates optional membership provision by employer
election for Minnesota township association employees,
and county historical society employees.

Clarifies the definition of o'member."

Revises the termination of PERA membership provision.

Clarifies the definition of "authorized temporary layoff."

Clarifies the definition of "temporary position."

Defines the term "business yeat."

Limits the volunteer ambulance service personnel
participation provision to pre-July 1, 2001 personnel.

July 1, 2002 effective date

Revises the definition of "allowable service." Limits
credit for various leaves to prorated amounts. Limits the
credit given for authorized temporary layoffs occurring
after July I,2002. Restricts the on-leave military service
credit provision to U.S. military service. Imposes
fractional service credit for benefit calculation purposes
for post-July 1,2002 entrants employed less than 80
hours per month as a public employee.

Defines the term "compensated hours."

5

6

7

8

9

10

2

a
J

4

Section 353.27, Subdivision 4

Section 353.27, Subdivision 11

Requires employer reporting of compensated hours

Requires employer reporting of actual or estimated
compensated hours.

July 1, 2002 effective date.5 Effective Date
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Article 3

Section Statutory Provision
Section 353.27, Subdivision 2

Section 356.215, Subdivision 49

Effective Date

Article 4

1 Section 353.01, New
Subdivision 40

2

J

4

5

Section 353.32, Subdivision 1a

Section 353.33, Subdivision 1

Section 353.34, Subdivision 1

Section 353.29, Subdivision I

Section 353.34, Subdivision 2

Section 353.34, new Subdivision
2a

Section 353.34, new Subdivision
2b

Section 353.34, Subdivision 3

l0 Section 353.35, Subdivision 2

11 Section 353.71, Subdivision 1

t2 Section 353.71, Subdivision 2

13 Eflective Date

Article 5

1 Section 273.1385, Subdivision I

Proposed Change
Increases coordinated member contribution rate by 0.375
percent on January 1,2002, and by 0.25 percent on
January 1,2004, if the plan still has a financing
deficiency.

Resets the PERA General Plan amortization date from
2020 to 2031.

December 31, 2001 effective date

Defines the term "vesting" as three years of allowable
service for pre-July I,2002, entrants and five years of
allowable service for post-June 30,2002, entrants.

Replaces the age and service retirement annuity vesting
requirement with a reference to the vesting definition.

Replaces the specific surviving spouse optional annuity
vesting requirement with a reference to the vesting
definition.

Replaces the specific disability benefit vesting
requirement with a reference to the vesting definition.

Amends the refund eligibility provision by referencing
the enhanced refund provision.

Eliminates the fiscal year balance basis for calculating
refunds.

Provides for the partial refund of employer contributions,
depending on the member's age at the time of payment.

Repositions a provision from Section 353.34,
Subdivision 2.

Replaces the specific deferred annuity vesting
requirement with a reference to the vesting definition.

Adds reference to employer contribution refund to refund
repayment provision.

Replaces the specific "servics in more than one fund"
portability vesting requirement with a reference to the
vesting definition.

Reduces the deferred annuities augmentation rate from
five percent for some periods to three percent for all
deferred periods.

July 1. 2001 effective date.

Increases the 1997 PERA employing unit aid program by
$13.5 million in fiscal year 2002 and$.27 million
thereafter.

Increases the PERA employer additional contribution by
0.75 percent.

1

2

J

6

7

8

9

2 Section 353.27, Subdivision 3a
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Article 1

Section Statutory Provision

2

J

1 Section 353.01, Subdivision 2

Section 353.01, Subdivision 2a

Section 353.01, Subdivision 2b

Section 353.01, New
Subdivision 2d

Section-bv-Section Summarv of H.F. 855 (Mares)

Proposed Change
Updates crossreferences and revised language usage in
general membership provision.

Makes PERA coverage mandatory for all public
employees. Eliminates the exclusion from coverage of
low salary public employees.

Revises the specification of public employees excluded
from membership. Excludes elected offrcials other than
county sheriffs. Narrows the exclusion of fuIl-time
student public employees. Adds exclusion of seasonal
employees who serve less than 185 days arurually. Adds
exclusion of certain sheltered employment or work-study
employees.

4

5

6

7

I
9

Section 353.01, Subdivision 7

Section 353.01, Subdivision 1lb

Section 353.01, Subdivision 12

Section 353.01, Subdivision l2a

Section 353.01, new Subdivision
38

Section 353.86, Subdivision I

Creates optional membership provision by individual
election for labor organtzatton employees, elected
officials, state department heads who elect not to be
MSRS-General Plan members, and city managers.
Creates optional membership provision by employer
election for Minnesota township association employees,
and county historical society employees.

Clarifies the definition of "member."

Revises the termination of PERA membership provision.

Clarifie s the definition of "auth orized temporary layoff. "

Clarifies the definition of "temporary position."

Defines the term "business yeaÍ."

Limits the volunteer ambulance service personnel
participation provision to pre-July I, 2001 personnel.

July 1, 2002 effective date.

Revises the definition of "allowable service." Limits
credit for various leaves to prorated amounts. Limits the
credit given for authorized temporary layoffs occurring
after July 1,2002. Restricts the on-leave military service
credit provision to U.S. military service. Imposes
fractional service credit for benefit calculation purposes
for post-July 1,2002 entrants employed less than 80
hours per month as a public employee.

Defines the term "compensated hours."

10

11 Effective Date

Article 2

I Section 353.01, Subdivision 16

Section 353.01, new Subdivision
39

2

J

4

Section 353.27, Subdivision 4

Section 353.27, Subdivision 11

Requires employer reporting of compensated hours

Requires employer reporting of actual or estimated
compensated hours.

July 1, 2002 effective date.5 Effective Date
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Article 3

Section Statutorv Provision
Section 353.27 , Subdivision 2

2

a
J

1

Effective Date

Section 356.215, Subdivision 49

Article 4

Section 353.01, New
Subdivision 40

Section 353.29, Subdivision I2

J Section 353.32, Subdivision la

4

5

Section 353.33, Subdivision 1

Section 353.34, Subdivision I

Section 353.34, Subdivision 2

Section 353.34, new Subdivision
2a

7

8

9 Section 353.34, Subdivision 3

Section 353.34, new Subdivision
2b

10 Section 353.35, Subdivision 2

11 Section 353.7I, Subdivision 1

T2 Section 353.71, Subdivision 2

13 Effective Date

Proposed Change
Increases coordinated member contribution rate by 0.375
percent on January I,2002, and by 0.25 percent on
January 1,2004, if the plan still has a financing
deficiency.

Resets the PERA General Plan amortizationdate from
2020 to 2031.

December 3I, 2001 effective date.

Defines the term "vesting" as three years of allowable
service for pre-July 1,2002, entrants and five years of
allowable service for post-June 30,2002, entrants.

Replaces the age and service retirement annuity vesting
requirement with a reference to the vesting definition.

Replaces the specific surviving spouse optional annuity
vesting requirement with a reference to the vesting
definition.

Replaces the specific disability benefit vesting
requirement with a reference to the vesting definition.

Amends the refund eligibility provision by referencing
the enhanced refund provision.

Eliminates the fiscal year balance basis for calculating
refunds.

Provides for the partial refund of employer contributions,
depending on the member's age at the time of payment.

Repositions a provision from Section 353.34,
Subdivision 2.

Replaces the specific deferred annuity vesting
requirement with a reference to the vesting definition.

Adds reference to employer contribution refund to refund
repayrnent provision.

Replaces the specific "service in more than one fund"
portability vesting requirement with a reference to the
vesting definition.

Reduces the deferred annuities augmentation rate from
five percent for some periods to three percent for all
deferred periods.

July l,2001 effective

1

6

03011m2m



puBltc EMPLOYEES RET| REM ENT ASSOCIATION (PERA)

2000 1999 1997 1996 1994

Membership

Active Members

Service Retirees

Disabilitants

Survivors

Deferred Retirees

Nonvested Former Members

Total Membership

Funded Status

Accrued Liability

Current Assets

Unfunded Accrued Liability

Funding Ratio

Financinq Requirements

Covered Payroll

Benefits Payable

Normal Cost

Administrative Expenses

Normal Cost & Expense

Normal Cost & Expense

Amortization

Total Requirements

Employee Contributions

Employer Contributions

Employer Add'l Cont.

Direct State Funding

Other Govt. Funding

Administrative Assessment

ïotal Contributions

Total Requirements

Total Contributions

Deficiency (Surplus)

Amortization Target Date

Actuary

135,560

39,940

1,397

6,010

21,495

79.362

283,764

$1 I ,'1 33,682,000

$9,609.367,000

$1,s24,315,000

$3,602,750,000

$527,119,000

$336,088,000

$8.286.000

$344,374,000

$9,443,678,000

$8,489.'177.000

$954,501,000

$3,s44,488,000

$467,602,000

$265,778,000

$9.925.000

$275,703,000

1998

1s6,166

36,187

1,223

5,732

10,817

15.162

205,287

$8,769,s03,000

$7.636,668.000

$1,1 32,635,000

$3,385,720,000

$412,746,000

$257,628,000

$7.449,000

$265,077,000

$8,049,666,000

$6.658.410.000

$1,391,256,000

$3,214,s78,000

$342,1 54,000

$228,4s9,000

$5.786.000

$234,24s,000

$7,270,073,000

$5.786,398.000

$1,483,675,000

$3,073,'106,000

$312,51 1,000

$210,507,761

$5.838.901

$21 6,346,662

1995

126,612

31,Æ7

959

5,260

7,156

9.683

181,157

$6,622,069,000

$5.138.461,000

$1,483,608,000

$2,930,993,000

$290,483,000

$195,790,332

$4.982.688

9200,773,021

$6,223,622,000

$4.747.128.OOO

$1,476,494,000

$2,749,217,000

$264,233,000

$1 85,572, I 48

$4.673.669

$190,245,816

$190,245,81 6

$78.077.763

$268,323,s79

1993

'114,932

28,279

794
4,895

5,402

9.307

163,609

$5,784,318,000

$4.374.459.000

$'1,409,859,000

$2,s78,604,000

$236,420,000

$1 7s,860,793

$4.125,766

$179,986,559

$179,986,559

867.043.704

$247,030,263

$112,427,134

$120,678,667

$0

$0

$0

$a

$233,1 05,802

$247,030,263

$233.105.802

$13,924/62

137,528

38,077

1,301

5,881

16,340

18.491

217,618

130,865

34,168

1,1',t5

5,531

10,817

15.162
'197,658

129,431

32,906

1,051

5,423

8,605

11.448

188,864

120,199

30,414

87'.!

5,091

6,277

9.180

172,032

86.31 0Á

9.330Á

0.23o/o

9.56%

9.560Á

2.380Â

11.940Â

89.890Á

7.4904

0.28o/o

7.77o/o

87.08%

7.610Á

0.220Á

7.830Á

82.720Â

7.11o/o

0.180¿

7.29o/o

79.590Á

6.850Á

0.190Â

7.040Â

77.600Ã

6.68%

o.170Á

6.85%

76.280Â

6.75o/o

0.17o/o

6.92o/o

75.630/0

6.82o/o

0.16%

6.980Á

6.980ó

2.600Â

9.580Á

$344,374,000

$85,745.000

$430,119,000

$275,703,000

$59.'t93.000

$334,896,000

$265,077,000

$68.053.000

$333,1 30,000

$234,245,000

$80.686.000

$314,931,000

$21 6,346,662

$83.281 .173

$299,627,835

$200,773,02',1

$80.895.407

$281,668,427

7.77o/o

1.670/0

9.440Â

7.83o/o

2.01o/o

9.84o/o

7.290Á

2,5',1o/o

9.80%

7.0404

2.710Á

9.750Â

6.850Á

2.760/0

9.61 0Á

6.920/0

2.8404

9.760Ã

4.770Â

5.210Á

0.000ó

0.000Á

0.00%

0.000Á

9.980Á

4.78o/o

5.23o/o

0.000Á

0.000Á

0.000Á

0.000Á

10.01%

4.79o/o

5.240Â

0.00%

0.00%

0.000Á

0.000Á

10.030ó

4.55o/o

4.92o/o

0.000Á

0.000Á

0.00%

0.000Á

9.47o/o

4.290/0

4.5804

0.000Á

0.000Á

0.00%

0.000Á

8.880Á

4.31olo

4.600Á

0.000Á

0.000Á

0.000Á

0.00o/o

8.9',1oÂ

4.300Á

4.600/0

0.00%

0.000Á

0.00%

0.000Á

8.900ó

4.360Â

4.680/0

0.000Á

0.000Á

0.000ó

0.00%

LO40Â

$171 ,898,000

$1 87,823,000

$o

$0

$0

$0

$359,721,000

$430,1 '1 9,000

$359.721.000

$70,398,000

$1 69,398,000

$'18s,221,000

$o

$0

$0

$a

$354,61 9,000

$334,896,000

$354.619.000

$1 62,1 79,000

$177,504,000

$0

$0

$0

$0

$339,683,000

$333,1 30,000

$339.683.000

$146,'127,000

$158,067,000

$0

$0

$0

$9

$304,1 94,000

$13'1 ,836,247

$140,748,255

$0

$o

$0

$a

$272,584,502

$'126,32s,798

$1 34,825,678

$o

$0

$o

$9

$261,1s1,476

$281,668,427

$261.151.476

$20,516,951

$118,216,331

$126,463,982

$0

$0

$0

$a

$244,680,313

$268,323,579

$244.680.3'13

$23,643,266

1'l .940Â

9.980Á

1.960Â

9.44o/o

10.010Á

(0.57oÁ)

9.84o/o

10.030,6

(0.190Á)

9.80%

9.47o/o

0.33%($o'

$314,931,000

$304. I 94,000

$10,737,000

$299,627,835

$272.584.502

$27,043,333

9.750h

8.88%

0.870Â

9.61%

8.910Á

0.700Â

9.760/0

8.90%

0.86%

9.580Á

9.040Â

0.540Â

2024

Milliman & Robertson

($1e,723

2020

Milliman & Robertson

2020

Milliman & Robertson

2020

Milliman & Robertson

2020

Milliman & Robedson

2020

Milliman & Robertson

2020

Milliman & Robertson

2020

Milliman & Robertson
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puBLtc EMPLOYEES RETIREMENT ASSOGIATION (PERA)

1992 1991 1 989

Membership

Active Members

Service Retirees

Disabilitants

Survivors

Deferred Ret¡rees

Nonvested Former Members

Total Membership

Funded Status

Accrued Liability

Current Assets

Unfunded Accrued Liability

Funding Ratio

Financinq Requirements

Covered Payroll

Benefits Payable

Normal Cost

Administrative Expenses

Normal Cost & Expense

Normal Cost & Expense

Amortization

Total Requirements

Employee Contributions

Employer Contributions

EmployerAdd'l Cont.

Direct State Funding

Other covt. Funding

Administrative Assessment

Total Contributions

Total Requirements

Total Contributions

Deficiency (Surplus)

Amodization Target Date

Actuary

1 '10,'100

27,057

781

4,721

4,502

8.711

155,872

$5,439,953,000

$3,978.'l 't 0.000

$1,461,843,000

$2,455,401,000

$216,952,000

$'169,668,209

$7.120.663

$176,788,872

107,025

25,634

739

4,553

3,655

7.995

149,601

$4,988,671,000

$3.570.304.000

$1,418,367,000

$2,286,179,000

$198,324,000

$145,8s8,220

$6.172.683

$1 s2,030,904

1990

102,664

24,314

708

4,4't4

2,699

7.695

142,494

$4,560,469,000

$3.297.216,000

$1,263,253,000

$2,074,092,000

$182,363,000

$'t44,771,622

$6.637.094

$151 ,408,71 6

$151 ,408,71 6

$56.830,121

$208,238,837

$92,089,685

$99,763,825

$0

$0

$0

$0

$191 ,853,51 0

$208,238,837

$19'l .853.51 0

$16,385,327

$4,1 75,240,000

$2.992.285.000

$1,182,955,000

$l,932,674,000

$1 62,1 30,000

$1 13,061,429

$5.604.755

$1 18,666,184

1988

95,224

21,882

650

4,168

2,094

6.62'l

130,639

$3,755,608,000

$2,657,038.000

$1,098,s70,000

$l,767,041,000

$148,587,000

$101,074,745

$5.301.'t23

$l 06,375,868

$'106,375,868

$60.079,394

$166,4ss,262

$7s,452,651

$82,520,815

$0

$o

$0

$a

$1 57,973,465

$1 66,455,262

$157.973.465

$8,481,797

1987

92,497

20,341

645

4,O29

2,152

40.185
'159,849

$3,1 88,962,000

$2.457,899,000

$731,063,000

$1,645,876,000

$128,009,000

$89,700,242

$5.431,391

$95,131,633

$95,'131 ,633

$39,994.787

$13s,126,420

$70,937,256

$78,O14,522

$0

$0

$0

$0

$148,9s1,778

$135,126,420

$148.951.778

1986

89,336

18,719

633

3,970

't,746

40.o23

't54,427

$2,925,006,000

$2.148.114.000

$776,892,000

$1,s51,555,000

$109,613,000

$86,731,925

$4.964.976

$91,696,90'l

1985

86,312

17,277

654

3,854

1,863

38.986

148,946

$2,61 4,1 I 6,000

$1.842,957,000

$771,1 s9,000

$1,423,91 '1,000

$e2,891,000

$80,878,145

$4.983.689

$85,861,833

$85,86'1,833

$39.157.553

$125,019,386

$63,079,2s7

$63,079,257

$7,1 1 e,555

$0

$o

$a

$'133,278,070

$125,019,386

$133.278.070

($8,2s8,

99,515

22,932

689

4,251

2,349

6.805

136,541

73.13o/o

6.91o/o

0.29o/o

7.21o/o

7.200/o

2.75o/o

9.950Á

7'l .570Â

6.38%

0.270Â

6.650Á

72.31o/o

6.980Á

O.32o/o

7.30o/o

71.670/0

5.85%

o.290Â

6.14o/o

6.140h

2.690Â

8.830Á

70.750Â

5.72o/o

0.300Á

6.O2o/o

77.08o/o

5.45o/o

0.330Á

5.780Â

5.78o/o

2.430Á

8.21o/o

73.44o/o

5.59o/o

0.320h

5.91 %

5.910ó

2.640Á

8.550Á

70.500Á

5.68o/o

0.350Á

6.030ó

$176,788,872

$67,523.528

$244,312,400

$1 s2,030,904

$63,784.394

$215,815,298

7.31o/o

2.74o/o

1O.O4o/o

6.650Á

2.790Á

9.44o/o

$'118,666,184

$51.988.931

$1 70,65s,1 1 4

6.02o/o

3.40o/o

9.42o/o

$91,696,901

$40.961.0s2

$1 32,657,953

6.030/6

2.750Â

8.78o/o

4.38o/o

4.720Ã

0.00%

0.000Á

0.00%

0.000Á

9.',!00h

4.41o/o

4.760Á

0.00%

0.000Á

0.000Á

0.000Á

9.170Á

4.44o/o

4.810Â

0.000Á

0.000Á

0.00%

0.000Á

9.250h

4.47o/o

4.860/o

0.000Á

0.000/6

0.000Á

0.00o/o

9.330Á

4.27To

4.670Á

0.000Á

0.000Á

0.000Á

0.000Á

8.940Á

4.31Vo

4.74o/o

0.00%

0.00%

0.000Á

0.000ó

9.050Á

4.3704

4.370Ã

o.460Á

0.000Á

0.00%

0.000/6

9.200Á

4.430Â

4.430/0

0.500Á

0.00o/o

0.000Á

0.000,6

9.360Á

$107,s46,s64

$115,894,927

$o

$0

$0

$9

$223,441,49',1

$244,312,400

$223.441.491

$20,870,909

$1 00,820,494

$108,822,120

$o

$0

$o

$9

$209,642,614

$215,815,298

$209.642.614

$6,'172,683

$86,390,528

$93,927,956

$0

$o

$0

$a

$180,318,484

$1 70,655,1 1 4

$'t80.31 8.484

8.21o/o

9.050Á

(0.840Á)

8.550Á

9.200Â

(0.65oó)

2009

\Arlatt

$67,802,954

$67,802,954

$7,1 37, I s3

$0

$0

$9

$142,743,060

$1 32,657,953

$'t42.743.060

8.780Á

9.360/6

(0.58oÁ)

2009

\Âtlatt

9.95%

9.10%

0.85%

9.4404

9.170Á

O.27To

10.O4o/o

9.250/0

o.790Â

8.830Á

9.330ó

(0.500/6)

9.420/0

8.94o/o

O.48o/o

2020

Milliman & Robertson

2020

Milliman & Robeftson

2020

\A/yatt

2020

\Âffatt

2010

\At\tatt

2009

\Ât17att
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puBLrc EMPLOYEES RETIREMENT ASSOCIATION (PERA)

1984 1983 1977

Membership

Active Members

Service Retirees

Disabilitants

Survivors

Defened Retirees

Nonvested Former Members

Total Membership

Funded Status

Accrued Liability

Current Assets

Unfunded Accrued Liability

Funding Ratio

Financinq Requirements

Covered Payroll

Benefits Payable

Normal Cost

Administrative Expenses

Normal Cost & Expense

Normal Cost & Expense

Amortization

Total Requirements

Employee Contributions

Employer Contributions

Employer Add'l Cont.

Direct State Funding

Other Govt. Funding

Administrative Assessment

Total Contributions

Total Requirements

Total Contributions

Deficiency (Surplus)

Amortization Target Date

Actuary

83,702

15,765

638

3,665

1,843

a
105,613

s2,228,361,179

$1.599,673.540

$628,687,639

$1,225,625,000

$76,064,731

$69,125,250

$3.064,063

972,189,3',t3

83,378

14,577

658

3,581

1,831

a
104,02s

$1,87s,s59,860

$1.474.041.241

$401,518,619

$1,135,785,000

$64,1 56,295

$84,502,404

$1 ,703.678

$86,206,082

$86,206,082

$27.940.311

$'114,146,393

1982

85,437

13,332

670

3,526

1,743

q

104,708

$1,646,987,789

$1.278.462.836

$368,524,953

$'1,079,973,418

$66,870,163

$87,477,847

$1,61 9.960

$89,097,807

$89,097,807

$2s.163.381

$114,261,188

1981

87,857

't2,252

624

3,737

1,708

s
106,178

$1,427,498,580

$1 .1 01 .847.894

$325,650,686

$'1,037,047,9ss

$45,ss6,533

$83,378,656

$1.sss.572

$84,934,228

1980

85,860

11,296

622

3,514

1,539

a
102,831

$'l ,262,499,353

$923.152,292

$339,347,061

$930,299,069

$39,887,823

$75,819,374

$1.395.449

$77,214,823

$77,214,823

$22.420.208

$99,635,0s0

1979

8l,665
't0,422

628

3,542

1,394

a
97,651

$1,137,905,498

$812.971 .819

$324,933,679

$817,578,613

$36,163,202

$67,695,509

$1,226.368

$68,921,877

I 978

81 ,328
9,753

582

3,531

1,232

q

96,426

$1,O2s,270,439

$702.543.189

9320,727,250

$763,483,s70

$33,180,101

$62,758,34s

$1.14s.225

$63,903,57s

71.79o/o

5.640/0

O.25o/o

5.890Á

5.89o/o

2.43o/o

8.32o/o

78.59o/o

7.44o/o

0.15%

7.590Á

77.620Â

8.10o/o

0.150Á

8.250Â

8.25o/o

2.330Â

10.58%

77.190Ã

8.040Â

0.15%

8.19%

8.19%

2.1104
'1 0.300Á

73.12o/o

8.15o/o

0.150Á

8.300Á

71.44o/o

8.280Â

0.150Á

8.43o/o

8.43o/o

2.590Â

11.O20Â

68.660Á

8.220Â

0.15%

8.37o/o

65.98o/o

8.810/o

0.15o/o

8.96%

82,026

9,',t23

499

3,63'1

1,094

a
96,373

$930,363,1 54

$613.887.437

$316,475,7',17

$707,400,545

$28,895,452

$62,32'r,988

$1 ,061 .1 01

$6s,383,089

$63,383,089

$25.395.680

$88,778,768

$35,228,547

$3s,228,s47

$12,379,510

$0

$o

$a

$82,836,604

$88,778,768

$82.836.604

$s,942,165

972,189,313

$29.782.688

$10'l ,972,000

7.590Á

2.460Â

'1 0.050Á

984,s34,228

$21.881.712

$'106,81 s,939

8.30%

2.410Ã

10.710Á

$68,e21,877

$21.175.286

$90,097,163

8.37o/o

3.48o/o

11.850Á

$63,903,575

$26.569,228

$90,472,803

8.960/6

3.590Á

12.55o/o

4.530/0

4.53o/o

0.550Á

0.000Á

0.00%

0.00%

9.610/0

4.590/0

4.590Â

1.650Á

0.000Á

0.000Á

0.000Á

10.830Á

4.640Á

4.640Â

1.660Á

0.000Á

0.00%

0.00%

'10.940Á

4.660Á

4.660Á

1.670Á

0.00%

0.000Á

0.000¿

10.990Á

4.74o/o

4.740Â

1.680Á

0.00%

0.000/6

0.000Á

11 .160/0

4.87o/o

4.87o/o

1.72o/o

0.00%

0.00%

0.00%

11 .460Á

$39,816,078

$39,816,078

$14,062,352

$o

$0

$a

$93,694,509

$90,097,163

$93,694.509

($3,5e7

4.91o/o

4.91o/o

1.730Á

0.000Á

0.000Á

0.000Á

't't.550Á

$37,487,043

$37,487,043

$13,208,266

$0

$0

$9

$88,182,352

$90,472,803

$88.182.3s2

$2,290,451

4.980Â

4.980/0

1 .75o/o

0.000Á

0.00o/o

0.00%

11.71o/"

8.32o/o

9.610/o

(1 .29o/o)

$55,520,813

$55,520,813

$6,740,938

$0

$o

$a

$117,782,563

$10'1,972,000

$117.782.563
($15,810

10.050Á

10.830Á

(0.78016)

$52,132,532

$52,132,532

$18,740,453

$0

$0

$a

$123,005,5"1 6

$1 1 4,1 46,393

$123.005.516

($8,85e,1

10.580Á

10.94o/o

(0.36%)

$50,110,767

$50,1 10,767

$17,927,5s9

$0

$0

$!
$118,149,092

$114,261,188

$'1 I 8.1 49,092

($3,887

10.30%

10.99%

(0.6e%)

$48,326,435

$48,326,435

$17,318,701

$o

$0

$0

$113,971,570

$106,815,939

$113.971.570
($7,15s,631

'10.710/o

11.160Á

(0.45%)

$44,096,176

$44,096,176

$15,629,024

$o

$0

$a

$103,821 ,376

$99,635,030

$103,821 .376

($4,1

'11.o20/o

11 .460/0

(0.44o/o)

11.850h

11.550Á

0.300/6

12.550Ã

11.71%o

0.84o/o

2009

Comp. & Capital

2009

Comp. & Capital

2009

Comp. & Capital

2009.

Comp. & Capital

2009

Comp. & Capital

2009

Comp. & Capital

1997

Comp. & Capital

1997

Comp. & Capital

(Rev- 1/01) Page 3 ACTVALU-XLS (PERA)



PUBLTC EMPLOYEES RET| REM ENT ASSOCIATION (PERA)

1976 1975 1974 1973 1972 1971 1970 1969

Membership

Active Members

Service Retirees

Disabilitants

Survivors

Deferred Retirees

Nonvested Former Members

Total Membership

Funded Status

Accrued Liability

Current Assets

Unfunded Accrued Liability

Funding Ratio

Financinq Requirements

Covered Payroll

Benefits Payable

Normal Cost

Administrative Expenses

Normal Cost & Expense

Normal Cost & Expense

Amortization

Total Requirements

Employee Contributions

Employer Contributions

EmployerAdd'l Cont.

Direct State Funding

Other Govt. Funding

Administrative Assessment

Total Contributions

Total Requ¡rements

Total Contributions

Deficiency (Surplus)

Amodization Target Date

Actuary

1997

Comp. & Capital

1997

Comp. & Capital

62.630/0

9.14o/o

O.15o/o

9.290h

9.29o/o

3.620/0

12.91o/o

83,798

8,447

458

3,730

994

q

97,427

$816,093,861

$s1 '1.152.418

$304,941,443

$6s7,609,766

$24,370,696

$60,105,533

$986.415

$61,091,947

$61,091,947

$23.805.474

$84,857,421

81,140

7,874

396

3,149

911

a
93,470

$725,',173,867

$449.178.26s

$275,995,598

$582,912,0s8

$22,039,631

$s4,560,569

$816.077

$ss,376,646

$5s,376,646

$20.984.834

$76,361,480

76,863

7,337

322

2,973

842
q

88,337

$684,662,736

$407.1 63.809

$277,498,927

$506,9s0,682

$19,617,342

$46,943,633

$811 .121

$47,754,754

72,981

6,836

300

3,599

80'1

s
84,517

$61 0,9s9,698

$349.259.698

$261,700,000

$459,1 46,1 37

$'l 4,1 79,6e5

$3s,670,226

$780.548

$40,450,775

$40,450,775

$18,962,735

$59,41 3,510

$25,712,184

$25,7',12,'184

$8,723,777

$0

$o

$a

$60,148,',t44

$59,41 3,510

$60.148.144

70,873

6,379

236

3,534

746
q

81,768

$411,420J44

$302.'ts7.370

$109,262,774

$431,228,970

$12,298,554

$3s,533,267

$862.4s8

$s6,39s,725

$36,395,72s

$6.640.926

$43,036,651

66,'130

6,019

215

3,328

367

q

76,059

$365,882,1 67

$261.422.831

$104,4s9,336

$376,256,783

$11,437,564

$31,981,827

$752.514

$32,734,340

$32,734,340

$6.132.986

$s8,867,326

61,206

5,663

181

3,245

3't9
q

70,614

$327,954,392

$224.484.103

$103,470,289

$326,503,596

$10,807,318

$28,209,91 1

$653,007

$28,862,918

$28,862,918

$6.007.666

$34,870,584

56,406

5,394

166

3,040

294
q

65,300

$308,290,1 43

$198.968.527

$109,321 ,61 6

$278,964,560

$10,288,345

$2s,692,636

$557.929

$26,250,s6s

$26,250,56s

$6.193.013

$32,443,578

$'13,725,056

$13,725,0s6

$s,969,842

$0

$0

$a

$33,419,954

$32,443,578

$33.419.954

($e76,

61 .94o/o

9.36%

0.14o/o

9.500Á

9.500Á

3.600Á

13.10o/o

59.47o/o

9.260/0

0.160/0

9.42o/o

9.42o/o

4.070Â

13.49o/o

57.17Vo

8.640/0

0.17o/o

8.81oÁ

73.44o/o

8.24o/o

0.20o/o

8.440Â

8.44o/o

1.540h

9.98%

71.45o/o

8.500Á

O.ZOoto

8.70o/o

8.700Á

1.63%

10.33o/o

68.450Â

8.640/0

0.200Á

8.84o/o

8.84o/o

1,840/0

10.68%

64.54o/o

9.21o/o

0.20o/o

9.410h

9.41o/o

2.220Á

11.630Á

$47,754,754

$20.632.893

$68,387,647

8.8'1 0Á

4.130Â

12.940/0

5.160/0

5.'160Â

1.78o/o

0.000Á

0.000/6

0.000Á

12.1Oo/o

$33,932,664

$33,932,664

$11,70s,454

$0

$0

$a

s79,570,782

$84,897,421

$79.570.782

$5,326,639

5.29oÁ

5.290Á

1.820Â

0.000Á

0.000Á

0.000Á

12.400Á

$30,836,048

$30,836,048

$',l0,608,999

$0

$o

$a

$72,281,09s

$76,361,480

$72.281.095

$4,080,384

5.450Á

5.450Á

1.86%

0.000Á

0.000Á

0.000Á

12.760Á

$27,628,812

$27,628,812

$9,429,283

$0

$o

$a

$64,686,907

$68,387,647

$64.686.907

$3,700,740

5.600Á

5.600Á

1 .9lo/o

0.000Á

0.00%

0.00%

13.10o/o

4.32o/o

4.320Â

1.930Á

0.00%

0.00o/o

0.00%

'10.570Â

$'18,629,092

$18,629,092

$8,322,719

$0

$o

$9

$45,580,902

$43,036,651

$45.580.902

4.47o/o

4.47o/o

1.99o/o

0.000Á

0.00%

0.000Á

10.930Á

$16,818,678

$16,8't8,678

$7,487,510

$0

$0

$a

$41,124ß66

$38,867,326

$4'.t,124.866

($2,257,541

4.630Â

4.630Â

2.040Â

0.00o/o

0.00%

0.00%

11.300Â

$1s,1 I 7,1 'r 6

$15,1 17,1 1 6

$6,660,673

$o

$0

$a

$36,894,906

$34,870,584

$36,894.906

4.92o/o

4.92o/o

2.140Â

0.000Á

0.000Á

0.000/6

11.9804

12.91o/o

12.100Â

o.810Á

13.100Á

12.400Â

O.7Ùo/o

13.49o/o

12.760/0

o.730/0

'1997

A.S. Hansen

1997

A.S. Hansen

1997

A.S. Hansen

1997

A.S. Hansen

12.94o/o

13.100Â

(0.160Á)

9.980Á

10.570Â

(0.59oÁ)

1997

A.S. Hansen

10.330Á

10.930Á

(0.60oÁ)

'10.680Á

11.300Â

(0.620/0)

1'l .630/0

11 .98o/o

(0.35%)

1997

A.S. Hansen

(Rev.1/01) Page 4
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pu BLtc EMPLOYEES RET| REMENT ASSOCIATION (PERA)

1968 1967 1966 1965

Membership

Active Members

Service Retirees

Disabilitants

Survivors

Deferred Retirees

Nonvested Former Members

Total Membership

Funded Status

Accrued Liability

Current Assets

Unfunded Accrued Liability
' Funding Ratio

Financinq Requirements

Covered Payroll

Benefits Payable

Normal Cost

Administrative Expenses

Normal Cost & Expense

Normal Cost & Expense

Amortization

Total Requ¡rements

Employee Contributions

Employer Contributions

EmployerAdd'l Cont.

Direct State Funding

Other covt. Funding

Administrative Assessment

Total Contributions

Total Requirements

Total Contributions

Deficiency (Surplus)

Amortization Target Date

Actuary

5't,584

5,'t29

142

2,924

304
q

60,083

$31 1,701,345

$176.1 1 7,656

$135,s83,689

$231,466,338

$9,691,879

$24,651 ,'165

$486.079

$25,137,244

46,517

4,865

163

2,669

472

q

54,686

$302,792,892

$'t60,588,744

$142,204,148

$206,254,241

$8,994,475

$22,131 ,080

$412,508

$22,543,589

44,460

4,588

145

't,972

257

a
s',t,422

$275,801,933

s142.337.557

$1 33,464,376

$1 69,623,1 04

$8,407,2s8

$18,234,484

$373.1 71

$18,607,65s

42,025

4,344

133

1,780

352
q

48,634

$274,074,898

$126.246.374

$147,828,524

$154,89s,063

$7,708,877

$15,659,891

$a

$1s,659,891

$'15,659,891

$7.249.089

$22,908,980

$9,293,704

$9,293,704

$3,872,377

$0

$0

$0

$22,459,784

$22,908,980

$22.459.784

$,149,196

1963

40,413

3,697

115

1,802

0

s
46,027

$196,61 9,405

$l 00.1 26,1 93

$96,493,212

$146,807,028

$6,472,749

1958

37,896

't,972

4

348

153

142

40,5'15

$11 1,602,876

$26.090.948

$85,511,928

$114,055,965

$2,517,462

$9,808,813

$193.89s

$10,002,708

$'10,002,708

$3.741.036

$13,743,744

$6,843,358

$6,843,358

$2,851,399

$0

$0

$a

$'16,538,115

$13,743,744

$16.538.115

($2,794,371

1955

36,798

1,104

0

92

74
q

38,068

$144,432,518

$16.345.982

$128,086,536

$85,755,000

1947 1943

8,784

279

0

0

0

q

9,063

7j76
196

$3.223.280 $2.246.195

$l,833,830 $',l80,359

0

0

0

q

7,372

56.500Á

10.650/6

0.21o/o

10.860/o

10.86%

3.050/6

13.91 0Á

5.32o/o

5.320/0

2.270Â

0.00o/o

0.00o/o

0.00%

12.910Á

$'12,31 4,009

$12,3'14,009

$5,254,286

$0

$o

$a

$29,882,304

$32,1 96,968

$29.882.304

$2,314,663

6.00%

6.000/6

2.500Â

0.000Á

0.00%

0.000ó

14.50o/o

$12,375,254

$12,375,254

$s,1 56,3s6

$0

$0

$a

$29,906,865

$29,803,738

$29.906.865

6.00%

6.000/6

2.5004

0.000Á

0.00%

0.000/6

14.500Â

$10,177,386

$10,1 77,386

$4,240,578

$0

$0

$9

$24,595,350

$25,273,842

$24.595.350

$678,492

6.000ó

6.000Á

2.500Â

0.000Á

0.000Á

0.00o/o

14.5004

6.000Á

6.00%

2.50o/o

0.000Á

0.000Á

0.00%

14.50o/o

11.32o/o53.040Â

1O.73o/o

0.21o/o

10.930Á

51 .610Á

10.75o/o

O.22o/o

10.970Â

46.060Á

10.110Â

1O.11o/o

50.92o/o 23.38o/o

8.600Á

o.170/o

8.77o/o

8.77o/o

3.280Á

12.050Á

$25,137,244

$7,059.723

$32,196,968

10.93%

3.520Á

14.45o/o

$22,543,s89

$7.260.149

$29,803,738

1O.97o/o

3.930Á

'14.900h

$18,607,655

$6.666.'188

$25,273,842

10.1104

4.680Â

14.79o/o

$0

$a

$0

$0

$a

$0

$0

$0

$0

$o

$0

$a

$0

$0

$a

$o

$0

$a

$0

$0

$0

$0

$0

$0

$0

$0

$0

$a

$0

$o

$a

$0

$0

$a

$o

$0

$a

$0

$0

$o

$0

$0

$0

$a

$0

$0

$a

$0

$0

$a

$0

$0

$a

$o

$0

$0

$o

$0

$o

$9

$0

$0

$0

$0

13.9',1o/o

12.910Á

1.000Á

1997

A.S. Hansen

14.450Â

14.500Á

(0.05oÁ)

14.900Á

14.500Á

o.400Â

't997

A.S. Hansen

'14.790/0

14.500Ã

0.290Â

12.05o/o

14.50o/o

(2.45o/o)

1997

A.S. Hansen

1997

A.S. Hansen E.D. BrownA.A. Weinberg

'1997

J.B. St.John

(Rev. 1/01)
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IREIZISOR ] C!,tC,/tH OI-1995

Senattirs Pogemillero Stumpf and Betzold introduced--

S.F. No. 810: Referred to the Committee on State and Local Government Operations.

A'bill for an aet

relating to retirement; public employees retirement
association; modifying membership eligibility;
modifying the definition of allowable service for
benefit calculation purposes; prorating iervíce credit
for benefit calculation purposes; nodifyíng employer
reporting requirements; rnodifying contribution rales;
changing amortization requirernenLs; modifying the
definition of vesting; nodifying contribution refunds;
providing for state assistance; amending lrtinnesota
Statutes 2000, sections 273.1385r subdivision 1;
353"0L, subdivisions 2, 2a, 2b, 7, 11b, L2, L2a, 16,
and by adding subdivisionsi 353.27r subdivisions Z,
34, 4, and 11¡ 353.29, subdivision l¡ 353.32,
subdivision Ia; 353.33, subdivision L¡ 353.34,
subdivisions 1, 2, 3t and by adding subdivisions;
353.35, subdivision 2¡ 353.7L, subdivisions 1 and 2;
353.86r subdivision 1; and 356.215, subdivision 49.

BE fT ENACTED BY TIIE IJEGISIJATITRE OF TgE STATE OF I{INNESOÎA:

ARTTCLE 1

Section 1. Mínnesota Statutes 2000r s€ction 353.01,

subdivision 2t is amended to read:

subd" 2" lpttBtrc EIÌ,lptoyEE.] "public empl0yee' means an a
governmental employee performing personal services for a

governmental subdivision under defined in subdÍvåsion 6 , whose

salary is paidr in whole or i¡r part, from revenue derived from

taxationr fges, assessmentsr ot from other sources. The

term also includes speeåa} the classes of persons listed in
subdåvåsåon subdivísions 2az-buÈ and 2d. The term excludes

speeåal the classes of persons listed in,subdivision 2b for
,purposes of .membe¡ship ir-r tþg,?ssociatign. publåe-euployec The

term dogg..ng$. ingrude independent contractors and their

02/0L/oL

F

1

2
3
4
5
6
7
I
9

l_0
11
L2
13
L4
15
I6
L7
18

19

20

2T

22

23

24

25

26

27

28

29

30

31

32

Article I Section I L



02/aLlot IREVTSOR I CI{G/CH 01-L995

employees. A reemployed annuitant under section 353.37 must not

be considered to be a public employee for purposes of that

reemployment.

See. 2. lllinnesota Statutes 2000, section 353.01'

subdivision 2a, is amended to read:

Subd. 2a" IINCLUDED EI4PLOYEES. ] (a) Public emplgyees whose

sailary-f rorn-one-goverRñenèa*-subdåv*sion-exeeeds-9tl25-ån-aÊ!¡

nsnth-sha*}-partieipate-as-rnenbers-sf -the-assoeiatåon;--f f -bhe

salary-of -an-ernployee-:is-iÈ ess-èha n-9 42 5-ån-a-subsequenè-nonëhz

bhe- enployee-r etains-nenber sht¡r-e*ågibålity?--9he-f ollowtng

pe r s o n s - a r ê - e o R s t d e r e d -pu b * * e - em¡ril oy e e s :

t+Ì-enptoyees-lrhose-annua it- sailary-f ro!n-one-governrnenèa*

subdivåsåon-exeeeds-a-ståpulation-prepared- in-advânee7-ån

writing¡-to-be-no€-more-èhan-952*09-per-ealendar-yeat-or-PQ!

sehool-year-for-sehooiL-en¡riloyees-€or-en¡lloyrnent-ex¡reeted-to-be

of -a*f u*!L-year¿s-duratåon-or-!1o!e-than-the-¡lroraècd-portåon-of

952*09 -per-enploynent-peråod-expeeted-to-be-of -tes s-bhan-a-f ut*
year¿s-dura èåon;--:Ef -eom¡lensaèåon-f ro¡r-one-governnentat

subdåvis*on-to-an-enployee-under-thås-elâüse-e:teeeds-S5z:LOO-per

ealendar-year-or-sehool-year-af ter-beång-sti¡rulaèed-*n-advanee

not-èo-exeeed-that-anount;-bhe-st*pulatåon-is-no-Ìonger-vailåd

and-eont råbutåons-nust-be-nade-sn-behalf -of - bhe-enployee-under

seet*sn- 35 3 
= 

2? ¡-subdåvås:lon-122-f rsn-the-rnonèh-ån-¡uhåeh-èhe

en¡rloyeers-salary-f ålsb-exeeedeå-9425;

f 2)-enployees-whose-èota *- s alary-f ro¡n-eoneuæenè

nonternporaty-positåsns-in-one- gover nnentaÈ-subdivis*on-exeeeds

${25-ån-any-month?

f 3Ì-eleeted-of f åeers-f or-servåee-to-whåeh-they-were-eiÈeeted

by-the-publ*e-at-1arge7-or-persons-appo*nted-to-f å**-a-vaeaaey

ån-an-eleetåve-of f*eez-who-e*eEt-to-partåeåpate-by-f ålång-an

a¡rp}åeatåon-f or-nenbershåp7-but-not-f or-servtee-on-a- joånt-or
regåonail-board-that-å s-a- gove!runeRte+-subdåvåsåon-under

subdivåsion-67-paragraph-f alr-uniless-the-sailary-earned-f or-èhat
servåee-exeeeds-94 25-*a-any-nonbh;--tphe-opbion-èo-beeone-a

nenberz-onee-exereåsedz-nay-noè-be-w*thdrawn-durång-bhe

åneunbeney-of -the-E erson-ån-of f tee?
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f 4 )-nenber s-who-âf, e-âppoånèed-by-bhc-goveãnor-èo-be-a-sèaèe

de¡ra r ènenb-head-and-eleeè-noè- èo-be-eovered-by;èhe-l.iånnesota

staee-f, eèårenent-sysbern-under-geebåon-352=92il;

f 5Ì-enp:Èoyees-of -eileeècd-sf f åeers;

t 6Ì-persons-who-eiÈeet-èo-renain-rnenbers-unåer- s eeèåoa

489=18iLz-subdåvision-2i

f ?)-en¡l*oyees-of -a-sehso*-dåstråeÈ-who-reeeåve-separaèe

salaråes-f or-drivång-èheår-own-bËsesî

t8Ì- enrployee s-of -Èhe-lltånnesoèa-assoeiaèåon-of -townships

when-èhe-board-of -the=assoeåât+onz-åt-åbs-opèionz-eertåf åes-to

the-exeeutåve-direeèor-thaè-åès-ernptoyees-are-to-be-åneiÈuded-f ot
purposes-of -retirenent-eovêrâgê7-ån-whåeh-ease-eoverage-of -a11

en¡r * oy e e s - s f - èh e - a s s oe å a t å o n - * s -p e rna n e n è 7

t9Ì-enployees-of -a-eounty-h*storieal-soeåeèy-who-are-eounty

enpiÈoycesT

f 10)-enployees-of -a-eounty-håstorieal-soe*ety-loeaþed-ån

èhe-eounby-whon-the-eountyz-a t-åt s -opèåonz-eertif tes-èo-the

ex e eu tive-d:!r eetor-èo-be- eounèy-enr¡liloyees -f or-purposes-of

retirenenè-eoverage-under-thås-ehapterT-wh:f eh-staèus-nust-be

aeesrded-èo-a}*-sånå}ar;Ly-såëuaèed-eounèy-hisèoråea1-soeåety

ernployee s-andz-onee-estab*åshedz-nust-eontånue-as-long-as-a

person-ås-an-enployee-of -èhe-eounèy-håsèoråeat:soeåety-and-is

not-cxeluded-under-subdåv.Èsion-2b7-and

( 11)-ernployees-who-beeane-rnenbers -bef sre-ðuly-17-198 gz

based-on-the-tstal-salary-of -posåtions-held-ån-nore-than-orìe

9Ove raneataiÈ-subåivåsåoa; shall participate as. members of the

association with retirement coverage by the public emÞloyees

retirement plan or. the public employees pol ice and fire
retirement plan under this chapter t ot the local sovernment

correctional s retirernent plan under chapter 3538,

whichever applies r âs a condition of their emplovment on the
first day of nt unless they:

(1) are ifically excluded under subdivision 2b t

(,2) do not exercise their
coverage in the association as

paragraph. (a),;,or , ,

,right' to elect retirement
pr

Article I Sect.ion 2 3

ovided in,subdivisionr.2d,
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3 are es of the overnmentaL s ivisions listed
in subdivision 2d, paragraph (b) ' where lhe governmental

subdivision has not elected to participate f¡ lÞg- association.
(b) A public employee who was a member of the association

on June 30, 2002, based on employment that qualified for

membership coverage by the public employees retirement plan or

the publ r-c 1 s police and fire plan under this chapterr or
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the local overnment correctional I s retirement 1an

under cha er 3538 retains that membershi until the

terminates all public enployment or membership as dqfiqeq lln
subdivisions lla and I1b.

Sec. 3. Minnesota Statutes 2000r section 353.01,

subdivision 2b, is amended to read:

Subd. 2b. IEXCLUDED EIvIPLOYEES.] The following public

employees shall not participate as members of the association

with retirement coverage by the public ernployees retirement

plan' the loca1 government correctional emplovees retirement
plan under chapter 3538 or the public employees poLice and fire
retirement. pl.an:

(1) except for elected county sheriffs, public officers
elected to a governing bodyr or persons appointed to fill a

vacancy in an elective office of a q.overninq bodyt who-do-not

eleet-ès-¡rarèået¡late-ån-the-assoeåaèåen-by-f å*ång-an-ap!rtåeaèåon

for-nembership whose term of office first colnmences on or after
July 1, 2002, for the service to be rendered in that elective

sition. Elected overnr

members of the association,s coordinat

officials who $rere active

ed or basic retirement

tion throuqhout

blic service occurs

plans as of June 30 | 20A2, continue participa
incumbency in office until termi nation of ou

as defined in subdivision 11aî

(2) election officers or eleeLion judqes t

(3) patient and inmate personnel who perforrn services ån

eharitablez-penalr--Or-eorreet*onal-ånst:LtuÈåsns-of f or a

governmental subdivision ;

' (4) employees who are hired for a temporary position under

subdivision'12ar" and employees,owho resign from a nontemporary

4Article 1 Section 3
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position and accept a temporary position withiê 30 days in the

same governmentaL subdivisionz-buè-noè-those. An employer must

not apply the definition of temporary position so as to exclude

ernployees who are hired fsr-an-unil*n*èed-peråod to fill
positions that are permanent or for an unspecified period but

who are serving a probationary pe riod at the start of the

employment. If the period of employrnent extends beyond six

consecutive months and-the-enployee-eâËns-nore-than-$4?5-f¡on

one-governnental-subd*våsion-ån-anlr-one-ealendar-nonàh, the

department head shall report the employee for membership and

require employee deductions be made on behalf of the empl-oyee

under section 353.27 t subdivision 4"

The membersh.ip eligibility of an enployee who resigns or is
dismissed from a temporary posítion and within 30 days accepts

another temporary position in the same governmental subdivision

is determined on the total length of ernployment rather than on

each separate posítion. !{embership eligibility of an employee

who holds concurrent temporary and nontemporary positions in one

governmental subdivision is determined by the length of
employment and salary of each separate position;

( 5 ) enployecs-whosc-aeèuai!-saiLary-fronì-one-governnental

subdivistoa-does-not-exeeed-$r*25-per-nonèhz-of, -¡rhose-annuaiL

sa:lary-f !on-one-govêrnnentaiL-cubdåv*såon-does-noè-exeeed-a

sti¡lu:Èaèåoa-¡lrepared-:in-advaneer-ån-wråèång7-ëhat- èhe-sailary

nust-no!-exeeed-$52+90-t¡er-ealendar-year-or-per-sehoo*-year-f or

sehool- enpiloyees -f or-enployrne nè - ex¡leet ed-èo=be-of -a-f u11-year¡s

duratåon-or-nore-than-the-prorated-porèÍon-of -g57r g g-¡rer

en¡lloynenL-pe råod-f or.enploynent-expeeted-èo-be-of -:Less-èhan-a

f u*1-year¿s-durat:!ont

t6Ì employees who are emBroyed by reason of work emergency

caused by fire, flood, storm, or similar disaster i
t7Ì (6) employees who by virtue of their employment 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 !!.innesota state retirement systemr'..the teachers,'retirernent
as soei at iorr r,, the -Dutu th tè*aohe r s ",r et i remenù.:,,f1¡nd as sociaèion,

5Article I Section 3
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the t¡[inneapolis teachers retirement associatiop' the St. Paul

teachers retírement fund association, the Minnegpolis employees

retirement fund t oÍ any police or firefighters relief
association governed by section 69 "77 that has not consolidated

with the public employees retirement association t oÍ any local

police or firefighters consolídation account but who have not

elected the Lype of benefit coverage provided by the public

employees police and fire fund under sections 3534"01 to

3534.10, or any persons covered by section 353.665, subdivision

4, 5, or 6t who have not elected public employees police and

fire plan benefit coverage. This clause. must not be construed

to prevent a person from being a member of and contributing to
the public employees retirement association and also belonging

to and conÈributing 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 subdivísÍon 2 by

virtue of other service occurring during the same period of time

becomes a member of the assoeiation unless contributions are

made to another public retirement fund on the salary based on

the other service or to the teachers retirement association by a
teacher as defined in section 354.05, subdivisíon 2¡

f8Ì (7) persons who are members of a reli gious order and

are excluded from coverage under the federal Old Age, Survivors,
Disability" and Health Insurance Program for the performance of
service as specified in uníted states code, title 42, section
410(a)(8)(A)r âs amended through January Lt I9gZ, if no

irrevocable election of eoverage has been made under section
3121(r) of the Internal Revenue Code of 1954r âs amended;

f9)-fu1*-tåne-students-who (g) employees who at the tine
they are hired bya çlovernmental subdívisi on are enrolled and on

a fuIl-tine basis to attend or are regularily attending classes
at an accredited schoolr college, or university and-who_are
parÈ-tine-en¡rtoyees-as-def åned-by-a-governrnentaiÈ-subdåvåston i n

an ,undergraduate o graduate, or professional-techni cal pr.og.rårnr

or'a ic'or. eharter hi. gh, school r Þrovided the
predicated on the student status of

Artícle L section 3 6
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ftOÌ (9) resident physicians, medical interns, and

pharmacist residents and pharmacist interns who- are serving in a

degree or residency program in public hospitals;

f++Ì (101 students who are serving in an internship or

residency program sponsored by an accredited educational

institution;

1*tf 
(11) persons who hold a part-tirne adult supptementary

technical college license who render part-tirne teaching service
in a technical college î

f*3Ì (12) foreign citizens working for a governmental

subdivision with a work pernit of less than three yearsr or an

H-lb visa valid for less than three years of employment. Upon

notice to the association that the work permit or visa extends

beyond the Èhree-year period, the foreign citizens are eligible
for membership from the date of the extension;

t+4Ì (13) public hospital enployees who elected not to

þarticipate as members of the association before Ig72 and who

did not elect to participate from July 1, 1989, to october 1,

1988 i 
-

f15Ì (14) except as provided in section 353.96, volunteer
anbulance service personnel, as defined in subdivision 35, but

Persons who serve as volunteer ambulance service personnel may

still qualify as public employees under subdivision 2 and may be

members of the public employees retirement association and

participants in the publie employees retirement fund or the
public employees police and fire fund, whichever appliêSr on the
basis of compensation received from public employment service
other than service as volunteer amburance service personnel;

f+6Ì (15) except as provided in sectÍon 353.87r volunteer
firefightersr âs defined in subdivision 36, engaging in
activities undertaken as part of volunteer firefighter duties;
provided that a person who is a volunteer firefi.ghter may still
gualify as a public ernployee under subdivision 2,,âDd may be a
member of .the public emproyees retirenent association and a,
participant in the public employees retir,ement fund or ,the

public employees police and ,f ir.e .fund, whíchever a

7Article 1 Section 3
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basis of compensation received from public enpþynent activities
other than those as a volunteer firefighter;

f*7Ì (16) pipefitters and associated trades personnel

employed by independent school district No. 625, St. PauL' with

who have retirement coverage by the pipefítters local 455

pension plan under a collective bargaining agreement who were

either first employed after lrtay lt LggTr or, if first employed

before lltay 2 | 1997, elected to be excluded under Laws J-997,

chapter 24L, article 2, section 12; and

t*8Ì (17) electrical workers' plumbers, carpenters' and

associated trades personnel employed by independent school

district No, 625t St. Pault ot the city of St. Paul' with

coverage by the electrical workers loca1 110 pension plan' the

united association plumbers local 34 ¡rension planr or the

carpenters loca1 87 pension plan under a collective bargaining

agreement wtro $rere either. first employed after Irtay 1' 2000 t ot¡
if first employed before May 2t 2000, elected to be excluded

under Laws 2000, chapter 461, article 7 | section 5ri
(18) employees hired after June 30, 2002, to fill seasonal

positions limited in duration by the employer to 185 conseeutive

calendar days or less in each business year of the governmental

subdivision. A position is a Seasonal position when the nature

of the v¡ork or its duration are related to a specific season or

seasons of the year , regardless of whether the inq agency

anticipates that the same employee will return to the position

each season in which it becones available. The entire period of
employment in a business year will be used to determine whether

a position may be excluded as seasonal when there i s less than a

30-da break between one seasonal sitÍon and a subs

seasonal posi.tion for ernployment with the same sove rnmental

positions include, but mav not be limiemployer. Seasonal

to' coachins athletie âctivities
maintain roads,: or parksr or to operate skatinq
lodges,

; employment to p

ted

low snovr or

rinks, ski

f or.,,r+oÍk-study

lf courses, or swimming pools; and

' (19) persons provided sheltered,, employ¡nen

pos.itions 
" bv .. cl rnmental subdivisíon. that.

Article 1, Section 3 I
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employnent or industries program maintained fog the benefit of

these persons where the governmental subdivísio¡ limits the

position's duration to three years or less" This includes

persons participating in a federal or state subsidized

on-the-job training' work experience, senior citizenr youthr of

unemployment relief program where the training or work

experíence is not provided as a part of, or for future permanent

public employment.

Sec. 4" Minnesota Statutes 20CI0, section 353"01, is
amended by adding a subdivision to read:

Subd. 2ð.. IOPTIONAL Ir{EMBERSHIP. J (a) Membership in the

association is optional by action of the individual employee for
the following public enployees v¡ho meet the conditions set forth
in subdivision 2az

(1) members of.the coordinated plan who are also employees

of labor organizations as defined in section 353.0I'7',

subdivision 1, f.or their emplolrment by the labor or LZation
only if they elect to have membership under section 353. aL7,

subdivision 2

(21 persons who are elected or persons who are appointed to
elected positions other than loca1 qoverninq bodv elected
positions who e icipate by filing a written election
for membership;

(3) members of the association who are appointed by the

governor to be a state department head and elect not to be

covered by the ge s retirement plan of the

Minnesota state retirement system under section 3S2.OZI ; and

(4) eity managers as defined in section 353.028,

subdivision 1, unless they elect to be excluded from membership

in the association under section 353.028, subdivision 2.

(b) lllembership in the association i s optional bv action of
the governmental subdivision for the employees of the followinq
governmental subdivisions under the conditions spec ified:

(1) the ltlinnesota association of townships if the board of
the association, ât i ts optiofir c€ftifies 'to the executive

director that its employees are to be included for

Artícle I Section 4 9
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retirement coveraqe, in which case the status QjF the association

as a partici employer is permanent; and

(2) a county Þlstorical society if the coq4ty in wh ich the

historical society is located, ãt its option' certi fies to the

executive director that the enployees of the hístor ical society

are to be county employees for purposes of retirement co\¡e!êg-e

under this chapter. The status as a county emplovee must be

accorded to all similarly situated county historical society

employees and r oltce established' must continue as long as a

person is an emplovee of the county historical socie tv.
(c) F'or employees covered by paragraph (a) ' clause (1),

(21 , (3), or by ragraph (b), if the neces rship

election is not made' the employee is excluded from retirement

co\reraqe under this chapter. For emplelleqs eovered by paragr

é. clause 4 if the necessar election is not made the

employee must become a member and have retirement coverage under

this chapter. The option to become a member, once exercised

under this subdivision, may not be withdrawn until termination

of public service as defined under subdivision 1la.

See. 5. t{innesota Statutes 2000, sectÍon 353,01,

subdivision 7, is amended to read:

Subd" 7.. IIr{EUBER.] rrl{ember" means a person who aceepts

employment as a "public employee" under subdivision 2t is an

employee who works in one or more positions that reguire or

allow membership in the assocíation undèr subdivision 2a or

2d, for whom contributions have been withheld from salarv and

who.is.not covered,by the plan established in chapter 353D sr

excluded under subdivision 2b. A person who is a member remains

a member while performing services. as a public employee and

while on an authorized.leave of absence :or an authorized

temporary:layoffo '-... ;:: i, -..;,

Sec¿ ,6...,,lllinnesota Statutes 2000, section 353.01,

subdivisíon 11b, is amended, to read:..

Subd" ..11b. . .ITERI-{INATION :OF MEMBERSHIP, I . (a) I'Terminatíon:

of'.,membership !'., means..the ,conclusion of membership in, the,.",

associat ion.:and ,^occll¡S :, .,, ::;

Artiele I Section 6 10
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(f) upon termination of public service unftlr subdivision

lla t

( 2 I when-a-¡nenber-who-ås-a-parè-tåne-en¡ri} oyee-ås-exe*udcd

f ron-nenbershåp-as-a-f uiLl-èirne-sÈude nè -und.e r -subdivåsåoa - 2b¡

elause-f9Ì;

f3) when a member does not return to work within 30 days of

the expiration of an authorized temporary layoff under

subdivision 12 or an authorized leave of absence under

subdivi s i on 3 1r--*f -the-enr¡ltoyee-subsequently-returns-to-a

posièåon-ån-the- sâne-governnenèa1-subdivisionz-the-ernployee

shalil-nob-again-be-required-to-earn-a-salary-ån-exeess-of -S4e5

¡ler-nonthz-unless-èhe-en¡lloyec-has-tak en-a-ref und-of -aeeu¡nutatcd

enployee-deduetåons-plus-inberesL-under-seet:ion-353;342

subdåvisåon-ì as evidenced by the appropriate record filed by

the rnmental subdivision; or

f4Ì (3) when a person fiLes a written election to

discontinue employee deductions under section 353.27,

subdivision 7, paragraph (a), clause (1).
(b) The termination of membership must be reported to the

association the rnmental subdivision.

Sec " 7 " It{innesota Statutes 2000, section 353.01,

subdivision 12, is arnended to read:

subd. l-2. IAUTHORIZED TE!,tpORARy LAYOFF. ] "Authorized
tenporary layoff7" íneiludånE-seasonail-leave-of-abseneeT means a

suspension of public service authorized by the enploying

90vernmental subdivision for a specified period not exceeding

three months in any calendar yea r or school year for school

employeesr âs evidenced by appropriate record of the employer

anð promptly transnitted to the assoeiation, The association

shatrl credit the ized temporary layoff gnly

as províded in s ragraph (a), clau

Sec.8" I{innesota Statutes 2000, section 353.01,

subdivision 12a, is a¡nended to read: .

subd. 1-2a. ITEt4pORARy pOSrrrON. ] (1) ,'Temporary positíon,,

means an employment position predeternined by the employer at
the'time of hiring to be a,period of six months or less or.
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Temporarv positíon also means an employment pogition occupied by

a person hired by the employer as a temporary replacement who

will be ernployed for a predetermined period of six months or

Less.

. (2) "Temporary position" does not mean an employment

position for an-unlinièed-period a spegåJlÊ€-]Lelm in which a

person serves a probationary period or-works-an-å*egular

sehedu;Le as a requirement f.ot 'employment on a permanent or

unlinited basis,

Sec. 9. Minnesota Statutes 2000, section 353"01, is
amended by adding a subdivision to read:

Subd. 38. IBUSINESS YEAR. ] [Business yearrr means the first
full pay period throush the last fu1} pay period of a

governmental subdivision's l2-month fiscal year.

Sec. I0. Minnesota Statutes 2000, section 353.86,

subdivision 1, is amended to read:

Subdivision 1" IPARTICIPATION. ] Volunteer ambulance

service personnel, as defined in section 353.01, subdivisíon 35,

who are or become members of and participants in the publie

employees retirement fund or the public employees police and

fire fund before July 1, 2002, 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 volunteer

ambulance service, provided that the volunteer ambulance service

is not credited to another public or pri.vate pension plan

including the public employees 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.

sec. 11. IEFFECTTVE DATE. ]

Sections 1 to 10 are effective JulV l,'2
j'. j-. "-, .,: :.. ARTICLE 2

Section å;,..,Minnesota Statutes 2000,

s.ubdívision, ,1.6r is amended, to,,read:i ;

002. - :!

section 353.01'-..-

Subd..'.,16.. . IALLOïrIABLE SERVICE; LIII{ITS,",AND

Ar,t,ícLe 2 Sectíon I L2
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"Allowable service" means: F
lål service during years of actual member"lip in the course

of which employee contributions were made, periods covered by

payments in lieu of sal-ary deductions under section 353.35' and

service in years during which the public employee sras not a

member but for which the member later elected, while a member,

to obtain credit by rnaking payrnents to the fund as permitted by

any law then in effectr;

fbÌ-IAl+owabile-servåeer-also-neans (2) a period of

authorized leave of absence with pay from which deductions for

employee contributions are made, deposited, and credited to the

fund:;

feÌ-ul++swable-servieer-also-neans (3) a period of

authorized personal, parental t ot medical leave of absence

without including a leave of absence covered under the,

Family t¡ledical Leave Act, that does not exeeed one year r ând

during or for which a member obtained full or fractional service

credit for each month in the leave period by palnnents to the

fund made in place of salary deductions, provided that the

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

average salary on which deductions $tere paid for the last six

months of public servicer or for that portion of the last six

rnonths while the member v¡as in public service, to apply to the

period in either case immediately preceding conmencement of the

leave of absence. If the employee elects to pay employee

contributions for the period of any leave of absence without

payr or for any portion of the leave, t,he employee shal1 a1so,

as a eondition to the exercise of the eleetion, pay to the fund

an amount, equivalent to both the required employer and

additional employer contributions for the employee. The payment

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 lIa" The employer by appropríate action of

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

the date .of the .f,irst palnnent of ,the empl<ryee contributionr nay

eertify to the association in wriLing its commitment to pay the

ArticLe 2 Section l" 13
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employer and addit.ional employer contributions*from the proceeds

of a tax levy made under section 353.28" Payme_nts 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 employee and employer

contributions for a subsequent authorized leave of absence

without pay . Upon paymç4t tþe employee must be given allowabIe

service credit for fulI calendar months or fractions of a month

during the leave period as described in paragraph ( d), clauses

(1) a on the salary or compensated hoqrs used in

computing the nt amount;

tdÌ-üA++owabite:ser:våeer-ailso-neans ( 4) a periodie'

repetitive leave that is offered to all employees of a

governmental subdivision. The leave program may not exceed 208

hours per annual normaL work cycle as certified to the

association by the enployer. A participating member obtains

service credit by making enployee contributions in an amount or

amounts based on the member's average salary that would have

been paid if the leave had not been taken. The employer shall
pay the employer and additional employer contributions on behalf

of t,he 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 cyele until full payment is made. An employer shall
also make the employer and additional employer eontributions,
plus 8.5 percent interest, eompounded annuallyr oD behalf of an

employee who makes employee contributions but terminates public.

service. The employee contributions must be made within one

year after the end of the annual normal working cycle or within
20 days after terminatíon of publíe serviee, whíchever is
sooner. 'The assoeiation shal"l prescribe the manner and forms to
be used by a governmentaL subdivision in administering a

periodic, repeti'tive leave" upon payment the mem¡r-er.must be,

iven:allowable serviee credit for f
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fractions of a month duri the leave riod as described in
paragraph (d), clauses (1) and (21, based on the salary or

compensated hours used in computing the payment amount;

f eÌ-rA1+owable-servåeer-also-means-a-E etåod-durång-whåeh-a

nenrber-*s-on-an-authoråzcd-siek-i!eave-of -absenecT-wåthouè-payz

linåÈed- èo-one-year?--ån-ernplloyee -who-has-reeeåved-one -year-of

allswable-serv:!ee-sha3i!-return-èo-pubilåe-servåee-and-reeeåve-a

rnånånun-sf -èhre e-nsnths-ef -aiLlowabite-s e rv:lee-to-r e eeåvc

al:Lowable-serv*ee-f or-a-subsequent-authori¡ed-såek-leave-of

absenee;

ffÌ-r*++swabiÈe-servieer-also-rneans (5)_ an authorízed

temporary layof f under subdivision L27. For temporary layoffs

r-nn1 before JuI I 2002 allowabl-e service shal1 be

linited to three months allowabl-e service per authorized

temporary layof f in one ealendar year. ån-en¡liÈoyee-who-has

reeeåv ed-èhe-naxårnun-servåee-a1*owed-f sr-an-aubhorized-telnE orary

layof f -sha11-return-to-publåe-servåee -and-reeeåve-a-rninårnurn-of

thr ee -rnonths-of -ai!*owable-s ervåee-èo-reeeåve-af lowabile-servåee

f or -a-subsequenè-authoråzed-tenporary-*ayof €? For temporary

1a offs occurri on or after Jul I 2002 members shall

receive allowable service credit for the calendar month in which

the member does not receive salary due to the layoff using the

following formula

(i) members who earn one month of credit for each of the

nine calendar months of the year of employment with the

governmental subdivisíon that authorized the fayoff, shall
receive one month of eredit' limited to three credits per year,

for each nonth of the temporary layoffr or

¡ii) members who earn less .than nine months of allowable

servj.ce credit in the year for, periods of compensated emplovrnent

with the governmental subdivision that authorized

shaII receive credit on a fractional basis for each month of the

authorized layoff ,,}imiled to three, determined by dividing the

total amount of service credit earned for the compensated

employment by nine and nulti plying the resulting number by the

totaL ,number ,of months in the layoff -period that ar€ :rot -j--..j-. J,:*'.!

Article 2 Section I r.5
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compensa ted; or
ae

f g )-Noèwåthstandång-any-:law:to-tshe-eonèrâr_y7-!a*lowabilc

se::viees-also-neans-A-!tarental-1ê&vêr--9he-assoeåatåon-shaiÈÈ

gra nt -a-¡naxånun-of -two-rnonths- servå ee-er edi t-f of -â-!ta"enta*

leavez-wåÈhin-såx-nonths-af èer-the-birth-or-adoptionT-upoa

doeu¡nenèatåon-f ron- èhe-nenber¿s- goverffne nèal-subdtv*såon-ol

¡lresentation-of -a-bårth-eertif *eate-sr-sèher-evideaee-of -bårth
:

or-ado¡rtåon-ts-the-assoeåaÈtonr

thÌ-,¡A++owable-serv:teer-also-rneans (6) a period during

which a member is on an authorized leave of absence to enter

military service in the armed forces of the United Statesr

provided that the member returns to public service upon

discharge from nilitary service under section Lg2.262 and pays

into the fund enployee contributions based upon the employee's

salary at. the date of return from military service. Payment

must be made within three times the length of the military leave

period r or five years of the date of discharge from the military

service, whichever is less. The amount of these contributi.ons

must be in accord with the contribution rates and salary

limitations, if any, in effect during the Leave, plus interest
at an annual rate of 8.5 percent compounded annually from the

date of return to publie service to the date payrnenL is made"

The matching employer contribution and additional employer

contribution under section 353,27 t subdivisions 3 and 3a, nust

be paid by the governmental subdivision employíng the member

upon return to public service if the member makes the employee

contributions. The governmental subdivision involved rnay

appropriate money for those payments. A member may not receive

credit for a voluntary extension sf military service at the
instance of the member beyond the initial period of enlistment,
induction, or call to active duty. upon payment_the employee

must be iven allowable serv ice eredit for fu1l calendar months

or fractions sf a month during the leave period as described in
paragraph {d), clauses (1) and (21, based on the salary or

compensated hours used in computins the pavment amount.

fåÌ (b) For calculating benefits under seetions 353.30,
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353.31, 353"32, and 353.33 for state officers g¡d employees

displaced by the Conmunity Corrections Act' chapter 401' and

transferred ínto county service under section 401,.04' "allowable
service" means combined years of allowable service as defined in

paragraphs paragraph (a) to-fåÌ, clauses (1) to (6), and section

352.01, subdivision 11

fjÌ (c) 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 employees police and

fire fund either under section 3534.08 following the

consolidatíon or under section 353.665, subdivision 4,

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

local police or firefighters relief association as of the

effective date of the consolidation based on law and on bylaw

provisions governing the relief association on the date of the

initiation of the con.solidation procedure.

(d) For persons who, after June 30, 2002, first become

members or who terminated membership under subdivision llbr âDd

agaÍn become members, of Èhe public employees retirement plan,

the public empl-oyees police and fire plan under this chapterr oE

the local qovernment correctional employee retirement plan under

chapter 353E, whichever applies, allowable service means eredit
for compensated hours fron which deductions are made t ot

payments are made in lieu of salary deductions as provided under

this subdivision and which are d ited and credited in the

fund as orovided in section 353.27, determined as follows:
(1) one month of allowabLe service credit for each month

for which the e has received salary for 80 or more

conpensated hours; or

(21 a fraction of.one month of a11owable service for each

month for which t s,.received salary for less than

80 compensated the number of compensated hours

as they relLate to' 80 hours.

,,fe)r Elected officials and other
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ted soleI on an annual basis sha1l be idered to

have earned a full year of credit for each ileaI-j4--vtÞ¿gh

compensation is earned.

Allowable service determined and credited on a fractional

basis shal1 be used in calculating the amount of-lg¡gf¡lg
payable but must not be used in determining the 1ength of

servrce requ ired for vesting. For periods of part-time service

that are duplicat ed service credit, section 356.30, subdivision

I, paragraphs (q) and (h), govern.

No member shall receive more than 12 months of al1owable

service credit in a year"

Sec. 2" Mínnesota Statutes 2000, section 353.0f is

amended by adding a subdivision to read:

Subd. 39. ICOII{PENSATED HOURS.] "Compensated hours" means

the hours during whieh an employee performs services in one or

more. positions for a single governmental subdivision for whieh

the employee receives compensation. The term also includes paid

holiday hours for which the employee is not reguired to work,

paid used sick leave hoursr Þaid used personal leave hours and

vacation hours, and the paid hours drawn from accrued

compensatory time.

Sec" 3. Itl.innesota Statutes 2O00r sêction 353.27,

subdivision 4, is amended to read:

SUbd. 4. IE¡IPLOYER REPORTTNG REQUIREMENTS; CONTRIBUTIONS;

MEII{BER STATUS.I (a) A representative authorized by the head of
each department shall deduct employee contributions from the

salary of each employee who qualífies for membership under this
chapter and remit payrnent ín a manner prescribed by the

executive'director for the aggregate amount of the employee

contributions, .Èhe employer contributions and the additional
employer contríbutions to be received within 14 calendar days.

The head of each department or the person's designee shall for
each pay period submit to the association a salary deduct,ion

repoçt ån the format prescríbed by the.,,executive director..,- Data

to be subnitted..âs ,part .of salary deduetion reporting must

include,, 'but- are not .Iímited¡..to: r,, :: ì.
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(f,) the legal names and social security numbers of

employees who are members;

(2', the amount of each employee's salary deduction;

(3) the amount of salary from which each deduction vtas

made;

(4) the beginning and ending dates of the payroll period

covered and the date of actual paynent; and

fSl adjustments or corrections covering past pay periods¿

and

(6) the hourg f¡ the payrol 1 er

received compensa tion.
(b) Employers must furnish the data reguired for enrollment

for each new ernployee who qualifies for membership in the format

prescribed by the executive director. The required enrollrnent

data on new employees must be submitted to the association prior

to or concurrent with the submission of the initial employee

salary deduction. The employer shall also report to the

association all member employment status changes' such as leaves

of absence, terminations, and death, and the effective dates of

those ctrangesr on an ongoing basis for the payroll cycle in

which they occur. The employer shaIl furnish data, forms, and

reports as may be required by the executive director for proper

administration of the retirement system. Before írnplementing

nev¡ or different computerized reporting requirements, the

executive director shall give appropriate advance notice to
governmental subdivisions to al1ow time for system modifications.

(c) Notwithstanding paragraph (a) ' the association may

provide,for less frequent reporting and payments for small

employers.

Sec. 4. Minnesota Statutes 2000, .section 353 .27.t

subdivision 11, is anended to read:

Subd. 11. [EI"IPLOYERS; REQUIRED TO FURNISH REOUESTED :

TNFORIIATION",J All governmental subdivisions sha1l furnish

promptly such ot,her 'infor4ntion relative to the employment

status of all employees or former employees, including but not

,limited; to.payrolL abstracts.,pertaining to all past and.present

Ar,ticle 2 Section 4 r9



I
2

3

4

5

6

7

I
9

10

1L

L2

13

14

15

16

t7

18

19

20

2T

22

23

24

25

26

27

28

29

30

31

32

33

34

35

36

02/0r/t} IREVTSOR I C¡rc/es 01-1995

employees, as may be requested by the associatign or its

executive director, including schedules of salaries applicable

to various categories of employment and the number of actual or

estimated hours for which the employees received compensation.

In the event payroll abstract records have been lost or

destroyed, for whatever reasqn or in whatever manner' SO that

such schedules of salaries cannot be furnished therefrom' the

employing governmental subdivision, in lieu thereof' shall

furnish to the association an estimate of the earnings of any

employee or former employee for any period as may be requested

by the association or its executive director' Should the

association receive such schedules of estÍmated earnings, the

executive director is hereby authorízed to use the same as a

basis for making whatever computations might be necessary for

determining obligations of the employee and employer to the

retirement fund, If estimates are not furníshed by the employer

pursuant to the request of the association or its executive

director, the association may estimate the obligations of the

employee and employer to the retirement fund based upon such

records as are in its possession. Where payroll abstracts have

been lost or destroyed, the governmental agency need not furnish

any information pertaining to employment prior to July 1, 1963.

The association shall make no estímate of any obligation of any

employee, former ernployee ¡ oÍ employer covering employment priår
to July l, 1963

sec. 5. ISFTECTI DATE. ]

Sections t to 4 are effective July 1, 2002.

ARTICLE 3 - :

Section 1. &linnesota Statutes 2000, section 3S3"ZT t

subdivision 2t is amended to read:

.:. subd. 2" [EtdpLoyEE CoNTRTBUTION.] (a] The ernployee

contribution is an amount (l)-.for a "basic member" equal to g.75

pereent of total salartrr.;:..ând (,2). for a "coordinated member,'

equal to 4175 'the foll.owi.ng pereent o_f .total,.salaryîs
( i ) ef f,ective on ei first paid date occurrins after

December 31 , 2001, 5.125, r,centt. .aod

Article 3 Section I 20
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1.1- effective on the first id date occurri after

December 31 2003 if the actuarial valuation of the lic
employees retirement associatie! genere¿ plan under secti.on

356.21-5 indicates that the total contributions to the 1an are

insufficient to meet the annual financial requirements of the

plan, 5"375 percent.

lbl These contributions must 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 must be based on the

total salary received from all sourceso .

Sec. 2. I{innesota Statutes 2000, section 356.2I5r

subdivision 49, is amended to read:

Subd. 49" IAI.{ORTIZATION CONTRIBUTIONS" ] (a) rn addition to
the exhibit indicating the Ievel normal cost, the actuarial

valuation must contain an exhibit indicating the additional

annual contribution sufficient to amortize the unfunded

actuarial aecrued'liability. For funds governed by chapters 3A'

352t 3528t 352c' 353 ' 354, 3544, and 49A, the additional

contribution must be calculated on a level percentage of covered

payroll basis by the established date for full funding in effect
when t.he valuation is prepared" For funds governed by chapter

3.å,, sections 352.90 through 352.951' chapters 3528 , 352e1

sections 353"63 through 353.68' and chapters 353C' 3544' and

490, the level percent addÍtional contribution must be

calculated assurning annual payroll growth of 6.5 percent. For

funds governed by sections 352.01 through 352.86 and chapter

354, the level percent,"additional contribution must be

calculated assuming an annual payroll growth of five percent.

For the fund governed by secti,ons 353.01 through 353.46, the

level percent additional contribution must be calculated

assuming an annual payroll growth of six percent. For all other

funds, the additional annual contribution must be calculated on

a level annual doll-ar amount basis.- ..- - .-:

,,,- . ,,(.b) For,'antrr,,Êund,'other than the. l{inneapolis enrployees

retirement.-,f und the

Article 3 Section 2
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general pfan, after-èhe-f*rsè-aetuaråa 1-valuatåon-date-oeeurr*ng
-

afèer-ðune-tz-1999¡ if there has not been a change in the

actuarial assumptions used for calculating the actuaríal accrued

tiability of the fund, a change in the benefit plan governing

annuities and benefits payable from the fundr a change in the

actuarial cost method used in calculating the actuarial accrued

liability of a1l or a portion of the fund, or a combination of

the three, which change or changes by thenseLves v¡ithout

inclusion of any other items of increase or decrease produee a

net increase in the unfunded actuarial accrued liability of the

fund, the established date for full funding for-èhe-f*rst
aeèuaråail-vai[uaèåon-nade-af ter-ðune-i[z-]9892-and-eaeh-sueeessåvc

aebuaråai!-vailuation is the first actuarial valuation date

oceurring after June Lt 2020"

(c) For any fund or plan other than the l¡linneapolis

employees retirement fund and the public employees retirement

assocíation general planr âfèer-the-fårst-aetuarial-valuatton
date-oeeurrtng-afèer-ÉIune-*z-*9892 if 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

aetuarial accrued LiabíIity 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 liabílity ín the fund, the established date for full
funding must be determined using the foLlowing procedure!

(í) the unfunded actuarial accrued liability of the fund

must be determined in aceordance with the ptran provisions

governing annuities and retirement benefits and the actuarial
assumptions in effect before an appJ.icable change;

(ii) the level annual dollar contribution or level
percentage, whichever is applicabre, needed to amortize the

unfunded actuarial' acerued'liability amounÈ determined under

item ( i ) by the estabilished ,date for- f,ul"r. funding. iln ef .fec!, ,- ,.
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bef ore. the change must be calculated using the jnterest
assumption specified in subdivision 4d in effect before the

change;

(iii) the unfunded actuarial accrued liability of Èhe fund

must be deternined in accordance with any new plan provisions

governing annuitíes 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 assunptions in effect before the change;

(iv) the level annual dolLar contribution or level

percentage, whichever is applicable, needed to amortize the

difference between the unfunded actuarial accrued liability
amount calculated under item (i) and the unfunded actuarial

accrued tiability amount calculated under item (iii) over a

period of.30 years from the end of the plan year in which the

applicable change is effective must 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 under iten (iv) nust be added to the

leve1 annual dollar amortization contribution or level

pereentage calculated under iten (ii);
(vi) the period in which the unfunded actuarial accrued

liability amount determined in item (iii) is amortized by the

total level annual dollar or leve1 percentage amortization

contribution computed under item (v) must be calculated using

the ínterest assumption specified in subdivision 4d in effect

after any applicable change, rounded to the nearest integral
number of years, but not to exeeed 30 years fro¡n 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 not to 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 :,r, -^:.,. ç,.i.-i - :
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(Vii) the period determined under item (vÐ nust be added

to the date as of which the actuarial valuation_ vras prepared and

the date obtained is Èhe new established date for ful1 funding"

(d) For the Minneapolis employees retirement fund, the

established date for full funding is June 30, 2020.

(e) For the public employees retirement association general

p1an, the established date for full funding is June 30, 203l-.

!!l For the retirement pJ.ans for which the annual actuarial

valuation indicates an exeess of valuation assets over the

actuarial accrued líabilityr the valuation assets in excess of

the actuarial accrued liability must be recognized as a

reduetion in the eurrent contribution requirements by an amount

equal to the amortization of the excess expressed as a level
percentage of pay over a 30-year period beginning anew with each

annual actuarial valuation of the plan.

SEC" 3. IEFTECTIVE bATE" J

Section 1 is effective the first paid date foIlor¡inq

December 31, 2001. Section 2 is effective June 30, 2001, for
actuarial valuations prepared on or after that date.

ARTICLE 4

Section 1" Minnesota Statutes 2000, section 353.01, is
amended by adding a subdivision to read:

Subd. 40" IVESTING. J "Vestins'r for benefit eliqibilitv is
defined as follows:

1 for rsons who were members of the 1ic
retirement association on June 30, 20A2t ot the public

Bolice and fire plan under this chapter t ot the 1

correctional employees retirement plan under chapt

es

employees

er 3538,

vestins means three years of allowable service as defined in
subdivision 18; and

(21 for perssns who first become members or who terminated
public service under subdivision 1 la and aqa in become members of
the public employees retirement association after June 30, 2002,

vestínq means five years <¡f all owable service as defined.-in

subdivision,18.*,',,,

t

rjrr l¡. i

., i-, SêcÉ, 2". .".$innesota S,tatutes .2000, secbiion i 358.,29 ¡
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subdivision I, is amended to readt :
Subdivísion 1. IAGE AND ALtOI{ABLE SERVICE_REQUIRE¡{ENÎS. ]

Upon termination of membership, a person who has attained normal

retirement age and who reeeived-eredåt-for-noè-*ess-than-threc

yêars-of-atitowable-servåee is vested as defined in section

353.01' subdivis ion 40, is entitled upon application to a

retirement annuity. The retirement annuity is known as the
ttnormalt' retirement annuity.

Sec. 3. Minnesota Statutes 2000, section 353.32'

subdivision Ia, is amended to read:

Subd. Ia. I SURVrv NG SPOUSE OPT]ONAL ANNUITY. J ( a ] If a

member or former member who has-ered*t-fo!-not-:less-than-three

years-of-altowable-servåee-and is vested as defined under

section 353.01' subdivision 40, dies before the annuity or

disability benefit begins to accrue under section 353.29,

subdivision 7 t ot 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 under

subdivision 1r or surviving spouse 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.

(b) Tf the member vras under age 55 and has credit for at

least 30 years of .allowable service on the date of. death, the

surviving spouse nay elect to receive a 100 percent joint and

survivor annuity based on the age of the member and surviving

spouse on the date of death. The annuity is payable using the

full early retirement reduction under section 353.30,

subdivisions lb and Ic, to age 55 and one-half of the early
retirement reduction from age 55 to the age pay¡nent begins.

(c) If the member was under age 55 and-has-eredåè-for-aè

leasè-bhree-years-of-atlswable-servåee is vested as defined

under section 353.0L' subdívision 40r on the date of death but

did not qualify for retirement" the surviving spouse may elect
to receive the r00 percent joint and survivor annuity based on

the age of the member and surviving spouse at the time of

ArticLe 4 Section 3 25



1

2

3

4

5

6

7

I
9

10

11

12

13

L4

15

16

T7

l_8

19

20

2L

22

23

24

25

26

27

28

29

30

31

32

33

34

35

36

02/0rlot IREVISOR ] CI{G/CH 01-1995

death. the annuity is payable using the fu1l garly retirement

reduction under section 353.30' subdivision f' ]b' }c t ot 5t to
age 55 and one-haIf of the early retirement reduction from age

55 to the age payment begins.

Notwithstanding the definition of surviving spouse in

section 353.01' subdivision 2A, a former spouse of the member'

if any, is entitled to a portion of the monthly surviving spouse

optional annuity if stipulated under the terms of a marriage

dissolution decree filed with Lhe association. If there is no

surviving spouse or child or chíldren, a former spouse may be

entitled to a lump-sum refund payment under subdivision 1, íf
provided for in a marriage dissolutÍon decree but not a monthly

surviving spouse optional annuity despite the terms of a

marriage dissolution decree filed with the association.

The surviving spouse eligible for surviving spouse benefits

under paragraph (a) may apply for the annuity at any tirne after
the date on which the deceased employee would have attained the

required age for retirement based on the employee's allowable

service. The surviving spouse eligible for surviving spouse

benefits under paragraph (b) or (c) may apply for an annuity any

time after the member's death. The annuíty must be computed

under sections 353.2g, subdivisions 2 and 3; 353.30,

subdivisions It Iar lb,le, and 5; and 353"31, subdivision 3.

sections 353"34, subdivision gt and 353.71, subdivision 2,

appfy to a deferred annuity or surviving spouse benefit payable

under this subdivision. No payment may accrue beyond the end of
the month in whj.ch entitlement to the annuity has terminated or

upon expiration of the term certain benefít payment ,under

subdivision lb. An amount equal to any excess of the

accumulated contributions that were credíted to the account of
the deeeased 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 benefíeiary or, if noner âs

speci'f ied under subdivision 1" . :

A member may speeify in writing that this subdivision does

not apply and that palment may be made only to the designated

Artíele 4 Section 3 26



a2/0rlor IREVTSOR l CüG/CS 01-199s

beneficiary as otherwise provided by this chapter.

Sec, 4 . It{innesota Statutes 2000 r section 353 . 33,

subdivision 1, is amended to read:

Subdivision 1. [AGE' SERVICE, AND SATARY REQUIREMENTS. ] A

coordinated member who has-aè=:leasb-three-years-sf-aillowabte

serv:iee is vested as defined under section 353.01, subdivision

40' and becomes totally and permanently disabled before normal

retirement age, and a basic member who has-at-ileasè-three-years

of-aillowabile-servåee is vested as defined under section 353.01,

subdivision 40, and who becomes tota1ly and permanently disabled

is entitled Èo a disability benefit in an amount under

subdivision 3. If the disabled person's public service has

terminated at any timez: (lL at least two of the required three

years of allowable service must bave been rendered after last
becoming a member if vesting under section 353.01, subdivision

40, clause (1) appliesi or (2't at least three of the required

five years of allowable service must have been rendered after
last becoming a member if vesting under section 353.01,

subdivision 40 , clause (,21 , applies. A repayment of a refund

must be made within six months after the effective date of
disability benefits under subdivision 2 or within six months

after the date of the filing of the disability application,
whichever is later. No purchase of prior service or palzment

made in lieu of salary deductions otherwise authorized under

section 353.01, subdivision 16, 353.0L7t subdivision 4t or

353"36, subdivision 2, may be made after the occurrence of the

disability for which an application under this section is filed.
Sec, 5. l1ínnesota Statutes 2000, section 353.34,

subdivision 1, is amended to read:

subdivision 1. IREFUND oR DEFERRED ANNUrry. J (a) A former

member is entitfed to a refund of accumulated employee

deductions under subdivision 2 and rnay be entitled to a rtíon
of accumulated ¡natching employer contributions, âs ovided

under subdívision 2ar or to a deferred annuity under subdivision
3. AppJ.ication for a refund may not be made prior to the date

of termination of public service or the termination of
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membership, whichever is sooner. Except as spgcified in
paragraph (b), a refund must be paid within 120- days following

receipt of the application unless the applieant has again become

a public employee required to be covered by the association.

(b) If an individual was granted an authorized temporary

layoff, .a refund is not payable before termination of membership

under section 353.01' subdívision llb, clause (3).

(c) An individual who terminates public service covered by

the public employees retirement associatíon general plan, the

public employees retirement association police and fire plan, or

the public enrployees local government correetions service

retirement p1an, and who becomes an active member eovered by one

of the other two plans r IItây receive a refund of employee

contributions plus s5.x percent interest compounded annually from

the ptan in which the member terminated serviee. If the

individual terminated public service covered by the public

employees retirement association general plan after June 30,

2001, the individual may also receive a portion of the employer

contributions as provided in subdivision 2a.

Sec. 6. It{innesota Statutes 2000, section 353.34,

subdivision 2r is amended to read:

Subd. 2. IREFUND WITH INTEREST, ] Except as provided in
subdivÍsion 1r âDy 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 nonth in which

the refund is processed at the rate of six percent compounded

annual 1y based-on-f *seail-year-bailâncGS;--itf-a-¡lersoÊ-repays-a

ref und-and-subs equeaèiÈy-appl*es-f or-anoèher-ref unåz-the

repayneaè-amountT-ånetudilng-ånterestT-ås-added-èo-the-f ås ea:L

year-bailanee- iR-whåeh-the-lepaynent-wa s-nade .

See. 7. t{innesota Statutes 2000, section 353.34r is
amended by adding a subdivision to read:

Subd.' 2a. IPARTTAL,,REFUND OF EIr{prJOyER CONTRTBUTIONS. ] A

former member who is vested as defined under section 353.01

subdivision 40 when.termination of public service or,

termination of rnember ship oecurs

Article 4 Section 7 28
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termination of public service or termination of rnembership

occurs has the option of leaving the accumulated deductions in
the fund and being entitled to a deferred retirement annuity

commencing at normal retirenent age or to a deferred early
retirement annuity under section 353.30, subdivision 1, la, lb,
lc' or 5" The deferred annuity must be computed,under section
353.29, subdívisions 2 and 3r on the basis of the law in effect
on the date of terminaLion of public service or termination of
membershi¡l and must be augmented as provided in section 353.?1,

subdivision 2. A former member quarified to apply for a

deferred retirement annuity may revoke this option at any time
before.the conmencement of deferred annuity palments by making

application for a refund. .: The person is entitled to a refund of
accumulated menber and enpl-oyer.eontributions within 30 days

02/or/$L IREVTSOR I C¡.rClCs 01-r.995

cl t_ for a refund of the accunulated e deductions

under subdivision 2 is also entitled to receive an additional
refund in an amount equal to the applicable percentage of the

totaL accumulated maÈching employer contributions made on the

former member's behalf, with interest to the first of the ¡nonth

in which the refund is processed at the rate of six percent

compounded annually:

(1) 25 percent if the refund is paid before the person

attains the age of 55; or

(21 50 percent if the refund is paid after the person

attains the age of 55.

Sec. 8. l¡!.innesota Statutes 2000, section 353.34, is
amended by adding a subdivision to read:

Subd. 2b. IREFUND OF REPAYMENT. ] ff a person repays a

refund and subsequently applies for another refund, the

repayment amount, includin I interest, is added to riod
balance in which the repayment was made.

Sec. 9. ltlinnesota Statutes 2000 r sêction 353. 34,

subdivision 3, is amended to read:

Subd. 3. IDEFERRED ANNUITY; ELIGIBILITY; CO]ÍPUTATION"I A

member wåèh-at-iLeast-three-years-of-allowab:le-servåee who is
vested as defined in section 353.01 subdivision 40 , whenf

Article 4 Section 9 29
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following date of reeeipt of the application bg the executive

director
See. l-0. l,linnesota Statutes 2000, section 353 " 35,

subdivision 2, is amended to read:

Subd. 2. IREFUND REPAYII,ENT.J A person who receives a

refund of accumulated employe e deductions and employer

contributions as provided under section 353.34, subdivision 2a,

plus interestr rnây repay the botal amount of the refund

including the interest, within 30 days of the date the refund

was issued, to retain a]lowable service.

Sec. 11" Minnesota Statutes 2000, section 353.71,

subdivision l-, is amended to read:

Subdivision 1. IELIGIBILITY, J Any person who has been a

member of the public employees retirement associationr or the

It{innesota state retirement system, or the teachers retirement

association, or any other'public retirement system 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"77I 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 totars three

or more yearsr except when including allowable service in the
public empLovees retirement association general plan , the total
allowable service in all funds must satisfv vestino as defined
in section 353.01, subdivision 40, and 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 funds since the person's

membership in that association or,system last terminated" The

annuity fron eaeh fund sha1l be deterrnined by the appropriate
provisions of the Iaw except that the reguirement that a person

must have at least three years of atlowable service in the
respective associati,on or sys tem, or in the case'of the public
employees retirement association general plan, the vestinq
reguirements .defined in sec'tion 353.01.,

Article 4 Section 1l- 30
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not apply for the purposes of this section ¡rrovåded-bhe-eornbåncd

servåee-in-èwo-or-nore-of -these-f unds-equals-three-or-nof, e-yêars .

Sec. L2. It{innesota Statutes 2000, section 353.7L,

subdivision 2, is amended to read:

Subd. 2. IDEFERRED ANNUITY COMPUTATION; AUGIT{ENTATION. ] (a)

The deferred annuity accruing under subdivision 1 t ot under

sections 353"34' subdivision 3, and 353.68r subdivision 4, must
:

be computed on the basis of allowable service prior to the

termination of public service and augnented as provided in this
paragraph. The required reserves applicable to a deferred

annuity t ot to any deferred segment of an annuity must be

determined as of the first day of the month following the month

in which the former member ceased to be a public employeer or

July 1, 1971, "hi.h".r", is later. These required reserves must

be augmented at the rate of fíve percent annualily compounded

annually until January 1' 1981' and at the rate of three percent

the r eaf t er uatå}-tanuary-l-of -èhe-year-f oiliÈowång-thc-year-ån

whåeh-bhe-f orner-¡nenber-aèèaåns-a g e-55;--Frorn-thaè-date to the

effective date of retirementr-the-raþc-ås-fåve-¡rereent

eornpounded-annually" If a person has more than one period of

uninterrupted service, the required reserves related to each

period must be augmented as specified in Èhis paragraph. The

sum of the augmented required reserves is the present value of

the annuity. Uninterrupted service for the purpose of this
subdivision means periods of covered employment during which the

employee has not been separated from public service for more

than two year.s. If a person repays a refund, the restored

service musÈ be considered as continuous with the next period of
service for which the employee has credit,with this association.
This section must not ,reduce the annuity otherwise payable under

this chapter. This paragraph applies to individuals who become

deferred annuitants on or afte.r July,1, 1971. For a member who

became a deferr.ed:âDnuitant before.July 1, 197I, the paragraph

applies from July 1, 197r, íE.,the former active member..applies

for an annuity. after July 1, 1973. .i. i;. j

.,,,.,,.(b) The retirement annuity.or disability benefit ,of , or the
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survivor benefit payable on behalf of' a forme: member who

terminated service before July L, 3-997 t ot the_survivor benefit

payable on behalf of a basic or police and fire member who was

receiving disability benefits before Jul-y 1, Igg7, which is
first payable after June 30' L997, mus.t be increased on an

actuarial equivalent basis to reflect the change in tne

postretirement ínLerest rate actuarial assumption under section

356.2L5, subdivision 4d, from,five percent to six percent under

a calculation procedure and tables adopted by the board and

approved by the actuary retained by the legislative commission

on pensions and retirement.

Sec. 13. IEFFECTM DATE. J

Sections 1 to 12 are effective July It 2001,

ARTICTE 5

Section 1. Minnesota Statutes 2000r seeÈion 273.1385,

subdivísion 1, is amended to read:

Subdivision l. [AID TO OFFSET RATE INCREASE. ] (a)

Beginning with the December 26, LggTr pâlmênt, and according to
the schedule for payment of loca1 aid under secLi-on 4V7A.015

thereafter, the co¡nmissioner of re\¡enue shall pay to each eity,
county' town' and other nonschool jurisdiction aR amount equal

to 0.35 percent of the fiscal year L997 payroll for emproyees

who were members of the general plan of the public employees

retirement association" Except for the December J'ggT

distribution under this section, the amount of aid must be

certified before september 1 of the year preceding the

distríbution year to the affected local government. The

executive director of the public employees retirement
association shall certify the general plan fiscal year covered
payroll and other information requested by the conmissioner of
revenue' -oR or before August 1, Lgg7, and in subsequent years

where neeessarYr in order to facilitate aùninistration of this
section" The amsunt neeessary to make these aid payments is
appropriated annuaLly from the general fund to the commíssioner

of revenue. Expenditures under this seetåon paragraph.are

estimated to 'be 97 1942rs00 in, fisgal year 199g, and $r5rgg5r000

Article 5 Section I 32
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in each subsequent fiscal year, less any futurg reductions under

subdívision 2"

{b) In addition to amounts paid under paragraph (a),

beqinnins with the December 26, 2001r ÞâyÍlêDtr and according to

the schedule for payment of local aid under section 477A.0]-5

thereafter, the commissioner of revenue shall pay to each

governmental subdivision whose employees are members of the

public employees retirement association general planr âD amount

egual to 0.75 percent of the fiscal year 2000 payroll for
employees who were members of the general plan of the public

employees retirement association. Except for the December 2001

distribution under this paragraph, the amount of aid must be

certified before September 1 of the year preceding the

distribution year to the affected local qovernment. The

executive director of the 1C 1o es retirement

association shall certify the general plan fiscal year covered

payroll and other information reguested bv the com¡nissioner of

revenue, on or before August L, 2001, and in subseguent years

where necessary, in order to facilitate adninistration of this
section" The amount necessar to make these aid ts is

t iated annuall from the neral fund. to the ssr-oner

of revenue. Expenditur es under this paragraph are estimated to
be 513,500,000 in fiscal year 2002r ârrd 527,000,000 in each

subseguent fiscal year, less any future reductions under

subdivision 2"

Sec. 2. MÍnnesota Statutes 2000r sêction 353"27,

subdivision 3a, is amended to read:

Subd. 3a. IADDITIONAL EMPLOYER CONTRIBUTION. ] (a) An

additionar employer contribution must be made equal, to (1) z.68

percent o.f,- the tota1. salary..of . each "basic member,'; and

(2):-43. l'18 percent of the total salary of each "coordinated
member." These contributions must be made from funds available
to the.enproying subdivision by the means and in the manner

provided in s_es_tion 353:28. ._..,- -*.j.j.*,.-;, ...i :.i :.

,: (b) This su-bdivision'is- repealed,oRce, the,.,actuaråal-.value

of-,the,râ-esêts gf the plan equal or exc.eed tbe actuarial accrued

Artiele 5 Section 2 33
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1 liability of the plan as determined by the actuary retained by

2 the legislative commission on pensions and retirement under

3 section 356.215. The repeal is effective on the first day of

4 the first full pay period occurring after March 31 of the

5 calendar year foLlowing the issuance of the actuarial valuation

6 upon which the repeal is based.

3'4
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A bill for an aet

relating to retirement; public. gmployee:. I?Iitement
ããsõciaÉiõã; modifving nérnbership eligibilitv; -*óaifying-[ít" á"tiñition of allowab1e service for
benefit ""iãùf"tion 

puiposes; prorating service-credit
io, Ueneti[-ðãicufation- purPoses; modifylng. employer
iãpoiilné-ieq"irements; inod-ifying contribution rates ;

cfrãngittg'.*óiti"ation requírements; modifying th9
ããriñití"n--ói-"ããiing; rnódirying contribution refunds;
ãrnending tllinnesota SÉatutes 2000, sections 353.01'
ãouaiuiãi;; t; 2a, 2b, 7, lrb' L2, L2a, 16' and bl
ãaaittg suUãiviåions ¡ 3â3.17, subdivisions 2t 4r and
ir; 363.2g, subdivision Ir 353.32,_subdiviåion la;
353.33' s,rUaiui"ion l;353'34r subdivisions 1' 2' 3'
ñá Ui'aaaing subdivisions; 353.35, subdivision 2¡
353.7L, subdívisions I and 2¡ 353.86' subdivision 1;
and 356.2].5t subdivision 49'

BE IT ENACTED BY TBE LEGISI.,ATURE OF TITE STATE OF UINNESOTA:

ARTICLE 1

section l. Minnesota statutes 2000, section 353.0I'

subdivision 2, is amended to read:

Subd. 2" [PUBÏ.,IC El'tPLoYEE.] "Public employee" means an å

qover nmental employee perforrning personal services for a

governmental subdivision urrder defined in subdivision 6' whose

salary is paid, in whole or in part, from revenue derived fron

taxation, fees, asie$smentsr Ol from Other SOurCeS. The

term also includes speeåal the classes of Per$ons listed in

subdåvåsåon subdívisions 2a7-but and 2d. The term excludes

speeåa} the classes of persons listed in subdivisíon 2b for

purposes of membership in the associatíon. Publåe-en¡lloyee lhg

term does not include independent contractors and their
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employees. A reemployed annuitant under section 353"37 must not

be considered to be a public employee for purposes of that

reemployment.

See. 2 . Ir{innesota Statutes 2000 , section 353 ' 01 t

subdivision 2a, is amended to read:

Subd.2a.IINCI,uDEDEMPLoYEES"](a)Publicemployeeswhose

salary-f f orn-one-govef nnenèaiÈ-subd*vtsion-cxeeeds-9425-tn-any

nronè h- sha * * -pa r t å e ipa t e - a s -ne¡nbe r s -o f - t he -a s so e åa t å o n ; -- :Ë f - èhe

satary-of -an-ernployee-ås-;less-èhan-9{25-tn-a-subsequenb-nonèhr

the-cnrployee-retaåns-nembershåp-elå9åbå*åtyt--9he-f o1*ow*ng

E etsons-are-eonsidercd-pubÈåe-en¡rloyeest

f Ì)-employees-whose-annEa+-3â:lary-f rom-one-governmenta*

subdåvisåsn-exeeeds-a-ståpulatåon-it1, ePaf ed-ån-advaneeT-ån

wribing r-to-be-noè-nore-Èhan-952190-per-ea+endar'-!teat' -of -Per

s ehooi! -year- f or -sehool - enr¡lloye e s- f or-ernptoyneat-expeeèed-to-be

of -a-f uI*-yearrs-duraè:ion-or-tîore-than-èhe-¡rrotated-porèion-of

g5zl g0 -per -en¡rloynenb-¡rerÍod-expeeted-to-be-of -*ess-than-a-f u11

y e a r r s -du r a t * o n r - - I f - eOrnpe ns a t å o n - f r on- on e - I ov e r nne n è a +

subd å v å s å o n - t o- a n - enpt oy e e -u nd e r - thi s - e lau s e - ex e e e d s-- I 5 ¡ I 0 0 -pe r

ealendar-yêar-or-s ehoeliL-ycar-af ter-beång-sti¡rulaëcd-ån-advanee

not-èo-exeeed-thaè-anounèz-èhe-stipulation-+s-no-1onger-va}åd

and-eonèribubionc-nust-be-rnade-on-beha*f -of -the-em¡r*oyee-under

geetion-353¡27¡-subdåvision-t2r-fron-bhe-monbh-*n-whieh-the

ernp}oyeers-salary-f årst-exeeeded -ç 125 î

f 2 ) - ernploy e e s -who s e - toè a I - s a * a r y- f r on- eon e u f, r e n t

nonèenporary-posåtåons-in-onê-Eoveramental-subdivåsion-execeds

S¡125-ån"any-nronth;

t3Ì-eleeted-of f ieers-f or-serviee-ts-wh*eh-they-were-eleeted

by-the-publ*e-at-}arge7-or-Petsons-ap¡roånted-to-f å1Ì-a-vaeaney

ån-an-eleetive-of f åee¡-who-eleeè-bo-¡rattåeå¡rate-by-f å*ån9-ân

apÞlàeation-f or-nenbershåpz-buè-noè-f or-scrvåee-on-a- jo+nt-or

reg:ional-board-thaè-ås-a-governnental-tubd*våston-under

subdivåsÈsn-62-E¡aragraph-f a)7-unless-èhe-satary-earned-f or-that

servåee-exeeeds-9{25-ån-any-nonth;--9he-option-èo-beeone-a

nembe r z-onee-exereåsedz-nay-noè -be-wåthdf altR-durång -the

*neunrbe ney -of - the -Pêt son- in-of f å e e ;

2Article 1 Section 2
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f 4 ) -nrernbet s-who-ar. ê-aPPoånted-by-the- governor-èo-bc-a-s èaèe

deparèrnent-hcad-and-e+eeè-noÞ-to-be-eovered-by-the-l¡lånnesota

rèa è c - ret :l r erne nè- s ys t em-u nde r - s e e t åon- 3 5 2 ¡ 0 2I¡

f 5 Ì - entr¡loyees-of -eleeted-of f å ee r s;

t 6 Ì -pe r s on s -who- e iÈ e e è - to-r erna å n-neñb e r s -u nde r- s e e è i on

{8 gr}8tz-subd*visåon-2;

f ?)-employees-of -a-sehool-dåsèriet-who-t,eeeåve-separate

sa:Lartes-f or-dråvång-èheår-own-buses?

t8Ì-enl¡loyees-of -èhe-Hinnesoèa-assoeåaèåon-of -èownshåps

when-the-board-of -the-assoeiaèionz-aè-åts-o¡lè*onz-eertåf åes-èo

èhe-exeeuèåve-direebor-bhab-its-ernployees-are-to-be-inetuded-f ot

trurtrroser-of -retårenent-eovêragez-ån-whåeh-ease-eovetâ9e-of -a11

ern¡ril o y e e s - o f - t h e - a s s o e i a t å o n - i s -¡re rna n e n t ;

f 9Ì-employees-sf -a-eounty-håsèor:ieai}-soeåety-who-are-eounty

empioyeesT

f + g)-ernployees-of -a-eounèy-håsèorieal-soeåeby-loeabed-ån

bhe-eounby-whorn-èhe-eountyz-ab-åts-opèåon¡-cer' tåf ies-èo-èhe

exeeubtve-d*rcetor-to-be-eounty-en¡rloyces-f or-¡lur¡los es-of

retircncnè-eoverage-under-bhis-eha¡lèer7-wh* eh-sèatus-must-bc

aeeorded-èo-a11-sånålar:ty-såtuaèed-eounty-historåea1-soeieby

enployees-andr-onee-esèab*åshedz-nusè-eonèånue-as-*ong-as-a

person-ås-an-eñE loyee-of -èhe-eounèy-hisèorieaiL-soeieèy-and-is

noè-exeluded-under-subd*vis*on-2bt-and

f I 1)-en¡lloyees -who-beeane-nenber s -bef sre-Ëf u:}y-17-19882

baEcd-on-the-total-salary-of -¡losåtåons-heild-ån-rnore-than-one

9Ovefnrnenþal-subdåvåsåon= sha1l rtici te as members of the

association with retirement coverage loyees

retirement n or the 1ic 1 ees íce and fire

retirement

correctional emp

under this er or the local- overnment

loyees retiremênt plan under chapte r 3538,

whichever a lies as a condition of their

first da of t unless the

t on the

I are s ificall excluded under. subdívision 2b

(21 do not exercise their riqht to eLect retirqqent

coverage in the association as pr

paragraph (a); or

3Article 1 Section 2

ovided in subdivision 2d,
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in subdivision 2d

es of the gover

, paragraph
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nmental subdivisi ons listed

(b), where the governmental

subdivision has not elected rt,ici te in the association.

(b) A public ee who vtas a member of. the association

on June 30' 2002, based on empl-oyment t hat qualifie d for

membership covera 9e bY the blic emploY ees retirement PIan or

the pub1íc empl s políce and fire under this chapter'

the loca] government c9!!ectional o es retirement

or
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under c ter 3538 retains that membershi until the I ee

terminates all Public empl nt or membership as defined in

subdivision s lIa and 11b.

Sec. 3. l¡[innesota Statutes 2000, section 353 " 01'

subdivision 2b, is amended to read:

subd. 2b. IEXCLUDED E¡,IPLOYEES. ] The following public

employees shall not participate as members of thd association

with retirement coverage by the public employees retirement

plan the loca1 overnment correctional 1 ees retirement

plan under chaPlq r 3538, or the public enployees police and fire

retirement plan:

except for elected countv sheriffs, Public officers(1)

elected to a governing bodyr or persons appointed to fill a

vacancy in an elective office of a governinq bodv, who'do-not

eleeè-èo-¡lartåe*pate-*n-the-assoeiation-by-f å1ån9-an-aPPlieatåon

for-nembersh:ip whose term of office first commences on or after

service to be rendered in that electiveJul l_ 2002 for the

position. Elected soverninq bodv officials who were active

members of the assoeiation's coordinated or basic retirement

pLans as of June 30, 2002, continue partic roughout

incumbency in off ice until termination of public service occurs

as defined in subdivision lla ,

(2) election officers or election jUdggê.

( 3 ) patient and innrate personnel who perf orrn services *n

eharåtablez-E¡enaitr-or-eorreetåona*-insb*tuèåons-o€ for a

governmental subdivision;

(4) employees who are hired for a temporary position under

subdivision 12a, and enployees who resign from a nontemporary

4Article 1 Section 3
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posit,ion and accept a temporary position within 30 days in the

same governmental subdivisionz-buè-not-bhos ê. An employer must

t

2
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not a the definition of t at sition so as to exclude

employees who are hired for-an-untånåted-¡reråoå to fiII

positions that are permanent or for an uns cified period but

who are serving a probationary period at the start of the

empl nt. If the period of employment extends beyond six

consecut ive months and-the-ern¡rloyee-earns-¡nore-èhan-${25-f rorn

one-govetanental-subd*våston-*a-âny-one-eatcndar-rnonèh' the

department head shall- report the employee for membership and

require employee deductions be made on behalf of the employee

under section 353.27, subdivision 4.

The membership eligibility of an employee who resígns or is

dismissed from a temporary position and within 30 days accepts

another temporary position in the same governmentat subdivision

is determined on the total length of empJ,oyment rather than on

each separate Position. Membership etigibility of an employee

who holds concurrent temporary and nontemporary positions in one

governmental subdivision is determined by the length of

employment and salary of each separate position;

( 5 ) ern¡lloyees-whss e-a eèua *-sala ry- f roñ-one- govetnrnenta*

subdåvisioa-does-not-exeeed-$tl25-Per-nonèhr-ot-whosc-annua*

s a iÞa r y - f t' oln- one - g ov e f n¡ne at a iL - subd åv* s i on- do e s - no t - e x e c ed-a

sti¡rulation-prc¡raÉêd-+n-advaneeT-ån-wråtång7-that-the-salary

¡nusb-noè-exeeed-$57100-per-ealendar-year-ot-per-sehool-year-f or

s ehoo + - ernpley c e s - f or - ernployne n t - e xpe e þ e d- t o- b e - of - a - f u 1 I -ye a f ¿ s

duraèåon-or-nore-bhan-the-prorated-portion-of -95u 100-E¡cr

enr¡rloyrnent-period-for-en¡lloyrnent-ex¡leebed-to-be-of -less-èhan-a

f u**-year¡s-duraèåon;

t6Ì employees who are ernployed by reason of work emergency

caused by fire, floodr stormr or similar disaster;

t?Ì (6) employees who by virtue of their ernploynteni 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 llinnesota state retirement system, the teachers retirement

association, the Duluth teachers retirement fund association,

5Article 1 Section 3
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the lrtinneapolis teachers retirement association' the St' Paul

teachers retirement fund associatíon, the tllinneapolis employees

retirement fundr oÍ any police or firefighters relief

association governed by section 69.77 that has not consolidated

wiÈh the public employees retirement associationr of any local

police or firefighters consolidation aceount but who have not

elected the type of benefit coverage províded by the public

employees police and fire fund under sections 3534.01 to

353A,10, or any persons covered by section 353.665t subdivision

4t 5, or 6, who have not elected public employees police and

fire plan benefit cove.rage. This clause must not be 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 pubtic 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

becomes a member of the association unless contributions are

made to another public retirement fund on the salary based on

the other service or to the teachers retirement association by a

teacher as defined in section 354'05, subdivision 2i

t8Ì (7) Persons who are members of a religious order and

are excl-uded from cove.rage under the federal OId Age' Survivors'

Disability, and Health Insurance Program for the performance of

service as specified in United States Code, title 42, section

4L0(a)(8)(A)r âs.amended through January 1-, 1987, if no

irrevocable election of coverage has been made under sectíon

3121(r) of the Internal Revenue Code of 1954r âs amended;

t9Ì-f u*1-èine-studenès-who es who at the tíme(8)

they are h ired by a gove rnmental subdivision are enrolled and on

a full-time basis to attend or are regularly attending classes

at an accredíted school, college, or uníversity and-whe-are

par t-t*ne-ernployee s-as-def åned=by-a- governnrentail- subdåvås å on i n

an under raduate raduate or rof ess ional-techni cal ram

Article I Section 3

r

tisora blic or charter hi school rovided the

predlicated on the student status of the inêiVilug-l;

6
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t10Ì (9) resident physicians, medical interns, and

pharmacist residents and pharmacist interns who are serving in a

degree or residency program in public hospitals;

fÈ+Ì (10) students who are serving in an internship or

residency program sPonsored by an accredited educational

institution;
t+eÌ (11) persons who hold a part-time adult supplementary

technical college license who render part-tirne teaching service

in a technical college;

tt3Ì (12) foreign citizens working for a governmental

subdivision with a work permit, of less than three yearsr of an

H-lb visa valid for less than three years of employment. Upon

notice to the association that the work perrnit or visa extends

beyond the three-year period, the foreign citizens are e1igíble

for membership from the date of the extension;

t1{} I]Ð public hospital employees who elected not to

participate as members of the association before L972 and who

did not elect to participate from July 1' 1988, to October I'

1988;

f*5Ì (14) 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 ernployees under subdivision 2 and nay be

members of the public employees retirement association and

participants in the public employees retirement fund or the

public ernployees police and fire fund on the

basis of compensation received from public ernployment servj.ce

other than service as volunteer ambulance service personnel;

t+6Ì (f5) except as provided in section 353.87' volunteer

firefightersr âs defined in súbdivision 36, engaging in

activities undertaken as part of volunteer firefighter duties;

provided that a person who is a volunteer firefighter na¡; stilL

qualify As a public employee under subdivision 2 and may be a

member of the public ernployees retirement association and a

participant in the public ernployees retirement fund or the

public employees police and fire fund, whichever applies, on the

7Article 1 Section 3
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basis of compensation received from public employment activities

other than those as a volunteer firefighter;

f+7Ì (16) pipefitters and associated trades personnel

employed by independent school dístrict No. 625, St. Paul' wibh

who haveretirementcoveragebythepipefiÈterslocal455
pension plan under a cotlective bargainíng agreement who were

either first employed after ir{ay I' ]'ggT t ot, íf first employed

before May 2t *gg7, elected to be excluded under Laws ];gg7,

chapter 24]-, article 2, section ]-2¡ and

t18} (1?) electrical workers, pJ.umbers' carpentersr âItd

associated trades personnel enptoyed by independent school

districtNo.625,st.Paulrofthecityofst.Paul,with
coverage by the electrieal workers 1oca1 itg pension plan' the

united association plumbers local 34 pension plan ¡ ot the

carpenters local 87 pension plan under a coflective bargaining

agreement who were either first employed after May 1'' 2000 t ot t

if first employed before !,1tay 2,2000, elected to be excluded

under Laws 2000, Chapter 461, articlê "7, SeCtiOn 5;¡

(18) employees hi red after June 30, 2002 to fill seasonal

posit ions limited in duretion the r to 185 consecu tive

calendar daYs or 1ess in each business Year of the overnmental-

subdi vision. A sition is a seasonal sition when the nature

of the work or íts duration are related to as ific season or

seasons of the Yearr r dless of whether the cy

antici tes that the same o e will return to the sition

each season in wh ich it becomes available. The entire riod of

t in a business ar will be used to determine whe ther

a position may be excludqd as seasonaI when there is less than a

30-day break between one seasonal posi tion and a subsequent

seasonal positi on for oyment with the same goverrimeqtal

emp1 Seasona ons include' but may not be limit ed

to, coaching athletic act ivit.ies; t to plow snow or

maintain roads or rks or to erate skati rinks ski

Iodges' golf cour s€s r or swi¡!¡qlqg lool_qj--egd

19 rsons ovided sheltered nt or work-stud

sitions a rnmental subdivision that

Artíc1e I Section 3 I

rtici te in an
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tries program maintained for the benefit of

re the gover nmental subdivision limits the

tion to three years or less. This includesposition's dura
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rsons rtiei ri federal or state subsidized1n

on-the-job t raining, work experienc f

unemployment relief program where the traini rk

youthr or

re permanentexperience is qol provided as a

public employme nt.

Sec. 4" Minnesota Statutes 2000, section 353.0I' is

amended by adding a subdivision to read:

Subd " 2d. Í OPTIONAL I,iEMBERSHIP.I (a) Membership in the

association is optional by action of the individual employee for

the following publíc employees who meet the conditions set forth

in subdivision 2az

(I) membe rs of the coordinated Plan who are-also loyees

of labor organlzations as defined in section 353.0I7 ,

subdivision 1, for their employment by the }abor orqanization

only if !Þçy_S_le_q t to have nemberg@ 353. 0L7 t

subdivision 2¡

(21 persons who are elected or persons who are appo inted to

elected positiong other than local ected

positions who elect to participate n election

for membership;

3 members of the association who are inted the

be a state department head and elect not to begovernor to

covered by the general state employees retir ement of the

l¡linnesota state retirement s stem under section 352.021 and

(4) city managers as defined in section 353.028'

subd ess they elect to be excluded fr om membership

in the association under section 353.028 subdivision 2"

(b) I'lembership in the association is optional bv action of

governmenta 1 subdivisions under the conditions specifi.ed:

(1) the lt{innesota association of townships if the board of

the associationt at its opt cutive

direct.or that its employees are

the governmental subdivision for the enplovees of the ioiiowinq

Article I Section 4 9

to be included for rposes of
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retirement covera in which case the status of the associatio

as a parti cipating employer is permanent; and

l2l a county hístori cal societv if the countv in which the

historieal soc iet t9 r ât its optÍon, certi fies to the

execu tive director that the 1 ees of the historical societ

are to be count 1 s for r es of etirement covera e

under this chaPte r. The status as a county must be

accorded to all similarlY situat storical societ

employees and, once estab lished must continue as 1o asa

person is an employee of the county historical societY'

(c) For emplovees covered bv paragraph (a)' cfause (1)'

2 3 or r r b if the necessa membersh

election is not made' the empl from retire¡nent

coverag e under this chapter. For employees covered by ParagraPh

a clause 4 if the necessar election is not made the
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I ee must become a member and have retirement cover e r

this c ter. The opt ion to become a membert once exercised

under this subdivision' may not be w ithdrawn until terminãtíon

of publi c servlce as under subdivision lla.

See" 5. l4innesota Statutes 2000, section 353'01'

subdivision 7, is amended to read:

Subd " 7._ [MEI,{BER. ] "lutember" means a person who accepts

employnent as a "public employee" under subdivision 2t is an

employee who works in one or more sitions that r ire or

allow membership in the association under subdivision 2a or

2dt for whom contributio ns ñave been withheld from sala and

who is not covered by the plan established in chapter 353D or

excluded under subdivisi 2b" A person who is a member remains

a member while perforrning services as a public employee and

while on an authorized leave of absence or an authorized

temporary layoff.
Sec. 6, Minnesota Statutes 2000, section 353.0i'

subdivision 11b, is amended to read:

Subd. ltb. ITERI{INATION OF l,tEl'tBERSHIP" ] lgl "Termination

of ¡nembership tt means the conc lusíon of membership in tþe

association and oceurs:

Article 1 Section 6 10
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(1) upon termination of public service under subdivision

1la;
( Z I when-a-nenber-who-i s-a -¡lart-tånre-ernploye e- ås-exeluded

f ron-ne¡nbe r sh*¡l-as-a-f u1 iL- è ine -s tudent -unåer-subdåvision-2bz

e*ause-t9Ì;

t3Ì when a member does not return to work within 30 days of

the expiration of an authorized temporary layoff under

subdivision 12 or an authorized leave of absence under

subdivision 31n--tf-the-ernployee-subsequently-rcturns-fo-a

posåtåon-ån-the-lane-governnenèa1-subdåvåsionr-èhe-enpiloyee

shaiÈiL-noè-agaån-be-requåf, eå-èo-ea¡.n-a-sa:Lary-ån-exee!ts-of -9*25

per-monthz-unless-the-eniriloyee-has-bah en-a-ref und-of -aeeunulated

ern¡rloyee-deduetåons-plus-inberest-under-seetion- 353r31¡

subdåvåsåon-* as ev idenced by Ihe appr te record filed bY

the governmentaL subdivision; or

f{} (3) when a person files a vrritten election to

discontinue employee deductions under section 353.27 t

subdivision 7, paragraph (a)' clause (1).

(b) The te rmination of membership must be reporteQ to the

association bY the governmen tat subdivision.

sec. 7. Minnesota statutes 2000, section 353.01'

subdivision L2, is amended to read:

subd " L2. IAUTHORIZED TEI,IPORARY LAYOTF. ] "Authorized

temporary layoffT" åneiLudång-seasona*-leave-of-abSêñCcz means a

suspension of public service authorized by the employing

governmental subdivision for a specified period not exceeding

three months in any calendar Yea r or school yea r for school

employees, as evidenced by appropriate record of the employer

and pronptly transmitted to the association; The association

shall credit the member î.or ari authorized temporarY laYof f only

as ov ided in subdivision 16 ra ra a. clause 4

Sec. 8. lllinnesota Statutes 2000, section 353.01'

subdivision 12a, is amended to read:

Subd . L2a. ITEI,IPORARY POSITION. ] (1) "Temporary positionl'

means an employment position predetermined by tbe employer at

the time of hiring to be a period of six months or less or.

Article 1 Seetion I 11
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Temporarv positisn also means an employment Position oceuPied bY

a person hired bY the emPloyer asa tempora ry rep laceme nt who

wiLl be employed for a predetermined period of six months or

less.
(21 t'Temporary position" do.es not mean an employment

position for an-un}å¡nited-period a specified term in which a

person serves a probationary period or-works-an-årregular

sehedule as a requirement for employmen tonape rmanent or

unlimited basis.

Sec. 9. Minnesota Statutes 2000, section 353'01t is

amended by adding a subdivision to read:

Subd. 38. IBUSINESS YEAR. ] ttBusiness Yeartt means the first

fu11 y period through the last ful1 riod of a

gover nmental subdivision's l2-rnonth f iscal Yeerr

Sec. 10. Minnesota Statutes 2000, section 353'86t

subdivision 1, is amended to read:

subdivision 1. IPARTICTPATIoN" J Volunteer ambulance

service persopnel, as defined in section 353.01, subdivision 35'

who are or become members of and participants in the public

employees retirenent fund or the public employees police and

fire fund before JulY It 20 02, and make contributions to either

of those funds based on compensation for service other than

volunteer ambulance service niay elect to participate in that

same fund with respect to compensation received for volunteer

ambulance servíce, provided that the volunteer ambulance service

is not credited to another public or private pension plan

including the public employees 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.

SEC. 11 . I EFFECTIVE DATE. ]

Sections I to 10 are effective JulY I, 200 2.

ARTICLE 2

Section l. ldinnesota Statutes 2000, section 353.01'

subdivision 16, is amended to read:

Subd. 16. IALLOWABLE SERVICE

Article 2 Section I L2

LII,IITS AND COI'IPUTATION .l (a)
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"Allowable servicett means:

!!l service during years of actual- membership in the course

of which empLoyee contributions vtere made, Pêriods covered by

payments in lieu of salary deductions under section 353.35r and

service in years during which the public employee ltas not a

member but for which the member later elected' while a member'

to obtain credít by making payments to the fund as permitted by

any law then in effectt;

tbÌ-nA++owabile-servieeu-ailso-ñeans (2) a period of

authorized leave of absence with pay from which deductions for

employee contributions are made, deposited, and credíted to the

fundr;

tel-IflÏÈowabile-servieel-also-neans (3) a period of

authorized personal parental t et nedical leave of absence

without pay ng a leave of tÞsence covered under the

Family Medical Leave Actr that does not exceed one yearr and

during or for which a member obta ined fuI1 or fractional service

credit for each month in the leave Period by paynents to the

fund made in place of salary deductions' provided that the

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

average salary on which deductions !üere paid for the last six

months of public service, or for that portion of the last six

months whíle the member vtas in public service, to apply to the

period in either case immediately preceding colnmencement of the

leave of absence" If the employee elects to pay employee

contributions for the period of any leave of absence without

payr or for any portion of the leaver the employee shall alsor

as a condition to the exercise of the election, PaY to the fund

an amount equivalent to both the required ernptoyer and

additional employer contributions for the employee. The payment

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

absence or within 20 days after termination of pubJ.ic scr'.'ice

under subdivisíon lLa. The employer by appropríate action of

its governing body, made a part of its officíal records' before

the date of the first paynent of the ernployee contribution' may

cerÈify to the association in writing its com¡nitrnent to pay the

Article 2 Seetion 1 13
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employer and additional enployer contributions from the proceeds

of a tax levy made under section 353"28' Payments under this

paragraph must include ínterest at an annual rate of g'5 percent

compoundedannual}yfromthedateoftheterminationofthe
leave of absence to the date payment is made' An employee sha}l

return to public service and receive a minimuT of three months

of allowable service to be eligibre to pay employee and employer

contributions for a subsequent authorized leave of absence

without PaY. payment the employee must be given allowab1e

service credit for fuIl. calendar months o¡_:[ ractions of a month

L

2

3

4

duri the leave riod as described in t r d clauses

rs used in
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I and 2 based on the salar orc nsated hou

ti t amounti

td}-llA}}owaþ}e-servtees-ailso-neans(4)aPeriodicl

repetitive leave that is offered to all employee$ of a

governmental subdivision. The leave program may not exceed 208

hoursperannualnormalworkcycleascertifiedtothe
associationbytheemployer.Aparticipatingmemberobtains
service credit by making employee contributions in an amount or

amounts based on the member's average salary that would have

been paid if the leave had not been taken. The employer shall

pay the ernployer and additional enployer contributions on behalf

oftheparticipatingmember.Theemployeeandtheemployer-are
responsible to pay interest on their respective shares at the

rate of 8"5 pereent a year' comPounded annually, from the end of

the normal cycle until ful1 payment is made. An employer shall

also make the employer and additional employer contributions'

plus 8.5 percent interest' compounded annuallyr oll behalf of an

employee who makes employee contributions but terminates public

service" The employee contributions must be made within one

year after the end of the annual normal working cycle or within

20 days after termination of publie servicer whichever is

sooner. The association shall prescribe the manner and forms to

be used by a governmental subdivision in administering a

periodic, repetitive leave. Upon pa t the menber must be

given al lowable service credit for full ca

Article 2 Section I 14
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ra t d clauses I and 2 based on the salar or

nsated hours used in ri the t amount

teÌ-rA**swable-servåeer-also-neaÊ3-â-E eråsd-durång-wh*eh-a

nember-*s-on-an-authoråzed-s*elt-*eave-of -abseneer-wåbhout-pay7

tånibed-bo-one-yearî--An-en¡rloyee-who-ha3:Éêcêived-one-year-of

a*lowabiLe-serviee-shai[]-reèurn-to-pubi!*e-serviee-and-rceeåve-a

nrt nånun- of - thr e e -rno nt hs - of - a 1 * owab l e - s e r v å e e - è o - r e eeåv e

alilswab*e-servåee-f or-a-subsequenè-authoråzed-såek-ileave-of

absenee;

ffÌ-r¡å+lowabiÈe-serv:leer-also-means {5-L an authorized

temporary layoff under subdivision L2¡ For temporary laYofls

beginning be fore JulY 1, 2A02, allowab Ie service shaIl be

limited to three months allowable service per authorized

temporary layoff in one ealendar year. An-enltloyee-wbo-has

r e e e å v e d - t he -nax ånun- s e r vå e e - al l owe d - f or -a n-au èhor å a e d - t erilE otla t¡ y

1ayof €-sha11-rcturn-to-¡rub*åe-servåee-and-reeeive-a-minånun-of

three-nronèhs-o€-aiLlowable-servåee-to-reeeåve-all0wable-servåee

for-a.gubsequent-authoråzed-ten¡lorary-}ayoffz For t rary

Iayoffs occurr1.ng on or afte r o2 members shall

receive a1lowable service credit for the calenda r month in which

the membe r does not receive salary due to the layo ff using the

following formula:
dit for each of the

t- members who earn one month of cre

nine calendar months

qovernment a1 subdivision t
oft rof oyment

hat authorized the

with the

lavoff, shall

receive one month of credit linited to three credits r r

for each month of the tempora rv layof f¡ or

(ii¡ members who earn less than nine months of allowable

service credit in the ar for riods of tecl I t

with the rnmental subdivision that authorized the 1a. tf,

edit on a f.ractional basis for eacii rrir¡¡iLh cf theshall receive cr

authorized la f linited to three determined dividi the

total amount of servicç cred it earned for the ted

t nine and multi i the resulti number

Article 2 Section I 15

f.f riod that are not

the

total number of months in the 1a
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c nsated; or

f g)-Notwtèhstandån9-any-1aw-èo-the-esntraf yz-raililowable

gervåeeu-ailso-¡neans-a-E arental-1Êâvêr--9he-assoeåaÈåoa-sha**

g r a n t - a -nax*nun-of - èwo-rnon t hs - s e r v å e e - e r e d i t- f or -a -pa r e nta 1

leave¡-wåthtn-six-rnenths-af ter-the-b*rth-or-ado¡rtåonz-uPsn

doeunentaèion-f ron-the-menberts-9ovet, nnental-subååv*ston-or

presenbatåon-of -a-bårèh-eertåf åeaèe-or-other-evådenee-of -bårbh

or-adopèåon-ëo-thc-assoeåatåont

thÌ-¡rA+*owabile-servåee!-also-t'neans (6) a períod during

which a member is on an authorized leave of absence to enter

rnilitary service

providedthatthememberreturnstopublicserviceupon
discharge from military service under section 192'262 and pays

into the fund ernptoyee contributions based uPon the ernployee's

salary at the date of return from military servíce' Payment

must be made wíthin three ti¡nes the Iength of the milita leave

period, or five Years of the date of discharge frorn the military

less. The amount of these contributionsservicer wh ichever is

must be in accord with the contribution rates and salary

limitatiotsr if any, in effect during the leave, plus interest

at an annual rate of g.5 percent compounded annually from the

date of return to public service to the date payment is made.

The matching employer contribution and additional employer

contribution under section 353.27, subdivisions 3 and 3a, must

be paíd by the governmentaÌ subdivision employÍng the member

upon return to public service if the member makes the enployee

contributions. The governmental subdivision involved may

appropriate money for those payments. A member may not receive

credit for a voluntary extension of military serviee at the

instance of the member beyond the initial period of enlistment,

induction, or call to actÍve duty. Upon payment the enployæ

must be given a1 lowable serviee credit for full calendar months

or fractíons of a month duri the leave riod as described in

r r

compensa

d elauses I and 2 based on the salar or

ted hours used 1n ri the nt amount.

fåÌ (b) F.or calculating benefits under seetions 353.30'

Article 2 Section 1 16
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353"31, 353.32, and 353.33 for state officers and employees

displaced by the Community Csrrections Act, chapter 401' and

transferred into county service under section 401.04' ¡'allowable

service" means combined years of allowable service as defined in

lraragrâEhs paragraph (a) eo-tåÌ clauses L to 6 and section

352.01' subdivision 1I"

t5Ì (c) 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 employees police and

fire fund either under section 3534.08 following the

consolidatisn or under secÈion 353"665, subdivision 4,

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

loca1 police or firefíghters relief association as of the

effective date of the consolidation based on law and on bylaw

provisions governing the relief association on the date of the

initiation of the consolidation procedure.

d For rsons who after June 30 2002 first become

members or who terminated membership under subdivision lIb, and

again become he s retirement ll¡

the publ ic employees and fi nder thi roI

the Iocal government clrr ectional- emplelee retir Í

chapter 3538, whichever iés, allowable service means credit

ons are madefor
payments

this
fund as

are made in lieu of salary

of allowable ser

subdivision and which are depos

rovided in section 353.2

nsated hours from which deducti or

deductions as prov ided under

ited and credited in the

ned as follows:

vice credit for each month(f) one month

for which the ee has reôeived salar for 80 or more

ted hours; or

2 a fraction of one month of alIowable service for each

e has received salary for less thanrnonth fo

80 compe

as they

r which the

nsated hours based uPon the numbqr

relate to 80 hours.

of compensated hours

Article 2 Section I L7

blic es who aree Elected officials and other
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compensated solely on an annual basis shall be consider ed to

have earned a fu11 year of credit for each ear in which

compensa tion is earned.

AllowabLe se rvice determined and credited on a fractional

basis shall be used in calculating the amount of benefits

payable but must not be used in determining the len hof

service required for vesti F'or per!ods of ime service

that are duplicated service credit' section 356.30 subdivision

L, ragraphs {q) and (h), r11 .

No member shall receive more than L2 months of allowab1e

service cred itinay êâf.

sec. 2 " Irlinnesota statutes 2000, section 353.0I, is

amended by adding a subdivision to read:

Subd. 39. I COI'TPENSATED HOURS. ] nsated hours"ll

the hours during which an

more itions for a si

the employee recei-ves compe

1e

yee performs service

vernmental subdivisi

nsation. The term also

means

s in one or

on for which

includes pa id
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holida hours for whieh the eisnotr ired to work

id used sick leave hours id used rsonal leave hours and

vacation hours' and the id hours drawn from aecrued

compensatory t 1me.

See. 3" Minnesota Statutes 2000, section 353"27 ¡

subdivision 4, is amended to read!

Subd. 4, IE¡{PLOYER REPORTING REQUIREI{ENTS; CONTRIBUTIONS;

I{E¡{BER STATUS.I (a) A representative authorized by the head of

each department sha1l deduct employee contributions from the

salary of each employee who qualifies for membership under this

chapter and remit payment in a manner Prescribed by the

executive director for the aggregate amount of the enployee

contributions, the employer contributions and the additional

enployer contributions to be recéived within 14 ealendar days.

The head of each department or the person'S des5.gnee shaiL for

eaeh pay period submít to the association a salary deduction

report in the format prescribed by the executÍve direetor. Data

to be submitted as part of salary deduction reporting must

include, but are not limited to:

Article 2 Section 3 18
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1 (1) the legal names and social security numbers of

2 employees who are members;

3(2)theamountofeachemployee'ssal-arydeduction;
4(3)theamountofsalaryfromwhictreachdeductionv'as

(4)thebeginningandendingdatesofthepayrollperiod
covered and the date of actual payment; and

(5)adjustnentsorcorrectionscoveringpastpayperiods;

and

t6) the hours in the yroT1 eríod for whiçh the member

received compensation.

(b}Employersmustfurnishthedatarequiredforenrollment

for each new employee who qualífies for membership in the format

prescribed by the executive director " The reguired enrollment

data on new employees must be submitted to the association prior

to or concurrent with the submission of the initial employee

salary deduction. The employer shall also report to the

association all member employment status changes, such as leaves

of absence, terminations, and deathr êDd the effective dates of

those changesr ofr an ongoing basis for the payroll cycle in

which they occur. The employer shall furnish data, forms, and

reports as may be required by the executive director for proper

administration of the retirement system. Before inplementing

nevr or different computerized reporting requirements' the

executive director shall give apPropriate advance notice to

governmental subdivisions to allow time for systen modifications'

(c) Notwíthstanding paragraph (a), the associaÈion may

provide for ]ess frequent reporting and payments for small

employers.

sec. 4. Minnesota statutes 2000, section 353"27,

subdivision 11, is amended to read:

Subd.11"IEMPLOYERS;REOUIREDTOFURNISEREQUESTED

INFOR!{ATION. I ALl governmental subdivisions shall furnish

pronptly such other information relative to the employment

status of all employees or former employees, including but not

li¡nited to payroll abstracts pertaining to all past and present

02/0L/0t
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employees, as nay be requested by the association or it's

executive director, including schedures of salaries applicable

to varl.ous categories of employment the number gE--actual or

estimated hours f.or which the ees reeel n ation.

In the event payroll abstract records have been lost or

destroyed, for whatever reason or in whatever manner t so that

such schedules of salaries cannot be furnished therefrom' the

employing governmental subdivision, in lieu thereof, shall

furnish to the assoeiation an estimate of the earnings of any

employee or former employee for any period as rnay be requested

by the association or its executive director. should the

association receive sueh schedules of estimated earnings' the

executive director is hereby authorized to use the same as a

basis for rnaking whatever conputations might be necessary for

determining obligations of the employee and employer to the

retirement fund. If estimates are not furnished by the employer

pursuant to the request of the assoeiation or its executíve

director, the association may estimate the obtigations of the

employee and enployer to the retírement fund based upon such

records as are in its possession. where payroll abstracts have

been lost or destroyed¡ the governmenta] agency need not furnish

any information pertaining to ernployment prior to JuIy I' 1963'

The association shall make no estimate of any obligatiôn of any

employee, former employeer or employer covering employment prior

to July 1, 1963.

sec, 5. [EFFECTTVE DATE. J

Sections I to 4 are effective Jul I 2002.

ARTICLE 3

section 1. Minnesota statutes 2000, section 353"27,

subdivísion 2, is amended to read:

Subd. 2. IE!{PLOYEE CONTRIBUTION.] (a) The employee

contribution is an amount (1) for a "basic member" equal to 8.75

percent of total salary; and (21 fsr a "coordinated member"

equal to *r?5 the followins percent of total salarY::

(i) effective on the first paid da

December 31' 2001 | 5,L25 percelqlj 3nE

Article 3 Section I 20
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date occurr ing afterective on the first Paid

if the actuarial valuation of the publiç,

356.2

es retiremen association eneral an under section

15 indicates that the total contributions to the Plan are
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insufficient to meet the annual financ ial r irements of the

Þlan, 5.375 percent.

(b) These contributions must 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 must be based on the

total salary received from all sources'

sec. 2. Irlinnesota statutes 2000 n section 356.2I5 |

subdivision 49, is arnended to read:

subd. 49. IAMORTIZATTON CONTRIBUIIONS. ] (a) In addition to

the exhibit indicating the level normal cost, the actuarial

valuation must contain an exhibit indicating the additional

annual contribution sufficient to amortize the unfunded

actuarial accrued Iiability. For funds governed by chapters 3A'

352, 3528, 352C, 353, 354, 3544' and 490, the additional

contribution musL be calcutated on a ]evel percentage of covered

payroll basis by the established date for fuIl funding in effect

when the valuation is prepared. For funds governed by chapter

34, sections 352.90 through 352.95L, chapters 352þ , 352C,

sections 353.63 through 353.68, and chapters 353C' 3544r and

4g0 ¡ the Ievel percent additional contribution must be

calculated assuming annual payroll growth of 6.5 percent" For

funds governed by sections 352.01 through 352.86 and chapter

354, the level percent additional contribution must be

calculated assuming an annual'payroll growth of five Percent.

For the fund governed by sections 353.0I through 353.46' the

level percent additional contribution must be calculated

assuming an annual payroll growth of six percen". For aiL cther

funds, the additional annual contribution must be calculated on

a level annual dollar amount basis.

(b) For any fund other than the t¡tinneapolis employees

retirement fund and the

Article 3 Section 2
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general ârl r after-the-få¡st-aetua¡.åa1-valuat*sn-date-oeeurring

a€ècf-Ëtune-}z-Ì9892 if there has not been a change Ín the

actuarial assunPtions used for calculating the actuarial accrued

liabÍIity 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 t'he actuarial accrued

liability of all or a portion of the fundr or a combination of

the three, which change or changes by thernselves without

inclusion of any other items of increase or decrease produee a

net increase in the unfunded actuaríal accrued tiability of the

fund, the established date for full funding for-the-firsb

a e t u a r.È â * - va * u a t åon -na de -a f t e r -elu n e - I z - iL 9 I 9 ; - a nd- ea eh- s Ë e e e s s +ve

aeèËariâil-valuatåon ís the first actuarial- valuation date

occurring after June lt 2020.

(c) For any fund or plan other than the lltinneapolis

employees retirement fund and the blic employees retirement

association genere¡ !]_eq, after-the-first-aeèuar:lai!-valuaèåon

dabe-oeeurrån-g-afèer-tune-*z-*9892 if there has been a change in

any or a1l 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 cosÈ rnethod used in calculating the

actuaríal accrued liability of all or a portion of the fundr of

a combination of the three, and the change or changes' bY

themselves and withouÈ inclusion of any other items of increase

or decrease, produce a net increase in the unfunded actuarial

aecrued liability in the fund, the established date for full

funding must be determined using the following procedure:

(i) the unfunded actuarial accrued liability of the fund

must be determined in accordance with the plan provisions

governing annuities and retirement benefits and the actuarial

assumptions in effect before an applicâble change;

(ii) the level annual dollar contribution or level

percentage, whichever is applicable, needed to amortize the

unfunded actuarial accrued liability amount deternined under

itern (i) by Èhe established date for full funding in effect

Article 3 Section 2 22
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I before the change must be calculated using the interest

Z assumption specified in subdivision 4d in effect before the

3 change;

4 (iii) the unfunded actuarial- accrued liability of the fund

5 must be determined in accordance with any ne$t plan provisions

6 governing annuities and benefits payable from the fund.and any

7 new actuarial assumptions and the remaining plan provisions

g governing annuities and benefits payable from the fund and

g actuarial assumptions in effect before the change;

10 (iv) the level annual dollar eontribution or level

11 percentage, whichever is applicable, needed to amortize the

IZ difference between the unfunded actuarial accrued liabitity

13 amount calculated under item (i) and the unfunded actuarial

LA accrued liability amount calculated under item (iii) over a

t5 period of 30 years from the end of the plan year in which the

16 applicable change is effective must be calculated usi.ng the

L7 applicable interest assumption specified in subdivision 4d in

Ì8 effect after any applicable change;

19 (v) the leve1 annual dollar or level percentage

ZO amortízation contribution under item (iv) must be aclded to the

2L level annual dollar amortization contribution or level

22 percentage celculated under item (ií);

23 (vi) the period in which the unfunded actuarial accrued

24 liability amount determined in iten (iii) is amortized by the

25 total leve1 annual dollar or level percentage amortization

26 contribution cornputed under item (v) must be calculated using

27 the interest assumption specified in subdivision 4d in effect

Zg after any applicable change, rounded to the nearest integral

29 number of years, but not to exceed 30 years from the end of the

30 plan year in which the determination of the established date for

3I full funding using the procedure set forth in this clause is

32 made and not to be less than the period of years beginning in

33 the plan year in which the determination of the established date

34 for fult funding using the procedure set forth in this clause is

35 made and ending by the date for full funding in effect before

36 the change; and

Article 3 Section 2 23
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I (vii) the period determined under ítem (vi) must be added

2 Lo the date as of which the actuaria] valuatíon was prepared and

3 the date obtaíned ís the new established date for ful} funding'

4 (d) For the ltinneapolis employees retirement fund, the

5 established date for full funding is June 30, 2020"

6 (e) Por the Public loyees rel irement association ral

7 p1an, the established date for ful} funding is June 30, 2031.

(f) For the retirement plans for which the annual actuarial

valuation indicates an exeess of valuation assets over the

actuariaÌ accrued liability, the valuation assets in excess of

the actuarial accrued liability must be recognized as a

reduction in the current contribution requirements by an emount

equal to the anortizatíon of the excess expressed as a leve]

percentage of pay over a 30-year period beginning anew with each

annual actuarial valuation of the plan'

SCC. 3. IEF'FECTIVE DATE. J

Section I is effective the f irst paid da te followi

December 31, 2001. Section 2 ís'effective June 30 2001 for

actua rial valuati ons prepared on or after that date

ARTTCLE 4

Section L. Mínnesota Statutes 2000r section 353.01, is

amended by adding a subdivision to read:

subd. 40. [vEsrrNG. J "Vesti for benefit e1i ibility is

defined as follows:

(1) for rsons who were members of ic enployees

retirement association on June 30' 2002, or the public employees

r¡olice and fire plan under this chapter, or the loca1 qovernment

correctional empl irement r chapter 353ër

ans three yeer_s of allowable service as defined i n

subdivision 18

(21 for persons who first become members or who terminated

public service under subd ivision 1 la and ain become members of
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the blic I es retirement association after June 30

vesting meaRs five years of allowable service as defined in

subdivision 18.

Sec" 2. !{innesota Statutes 2000, section 353.29'

Article 4 Section 2 24
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subdivision 1, is amended to read:

Subdivision 1. IAGE AND ALLOWABLE SERVICE REQUIREI'{ENTS' ]

Upon termination of membership, a person who has attained normal

retirement age and who reecåved-eredàt-for-not-*ess-than-three

years-of -aliLowabiLe-servåee is vested as defined in section

353.01, subdivision 40, is entitled upon application to a

retirement annuity. The retirement annuity is known as the

ttnormal" retirement annuítY.

Sec. 3. Minnesota Statutes 2000, section 353'32,

subdivision }a, is amended to read:

Subd. la. I SURVMNG SPOUSE OPTIONAL ANNUITY ' ] ( a ) If a

member or former member who has-ered*t-for-not-iLess-èhaa-three

years-of -alilowable-servåee-and is vested as defined under

section 353.01' subdivision |CI, dies before the annuitY or

disability benefit begins to accrue under section 353"29'

subdivision 7r 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 under

subdivision Ir or surviving spouse 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.

(b) If the member was under age 55 and has credit for at

least 30 years of allowable service on the date of death' the

surviving spouse may elect to receive a 100 percent joint and

survi.vor annuity based on the age of the member and surviving

spouse on the date of death. The annuity is payable using the

full early retirement reduction under section 353"30'

subdivisions lb and lc, to age 55 and one-half of the early

retirement reduction from age 55 to the age payment begins.

(c) If the member was under age 55 and-has-ered:tt-for-at

*easè-bhlee-yea rs-of-allowable-serv:lee is vested as defineC

under sect ion 353.01, subdivision 40, on the date of death but

did not qualify for retirement' the surviving spouse may elect

to receive the 100 percent joint and survivor annuity based on

the age of the member and surviving sPouse at the tine of

Article 4 Section 3 25
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death. The annuity is payable using the full early retirement

reduetion under section 353.30, subdivision 1, lb, lc, or 5, to

age 55 and one-half of the early retirement reduction from age

55 to the age Payment begins.

Notwithstanding the definition of surviving spouse in

section 353.01' subdivision 20, a former spouse of the member,

if any, is entitled to a portion of t,he monthly surviving sPouse

optional annuity if stipulated under the terms of a marriage

dissolution decree filed with the association. If there is no

survivíng spouse or child or children, a former sPouse may be

entitled to a lump-sum refund payment under subdivision 1, íf

provided for in a marriage dissolution decree but not a nonthly

surviving spouse optional annuity despite the terms of a

marriage dissolution decree filed with the association'

The surviving spouse eligible for survivÍng spouse benefits

under paragraph (a) rnay apply for the annuity at any ti¡ne after

the date on which the deceased employee would have attained the

required age for retirement based on the enployee's allowable

servíce. The surviving spouse eligible for surviving spouse

benefits under paragraph (b) or (c) rnay apply for an annuity any

tine after the menber's death. l[he annuity must be computed

under sections 353.29, subdivisions 2 and 3; 353.30'

subdivisions L, la, lb, Ic, and 5; and 353.31' subdivisíon 3.

Sections 353,34r subdivision 3, and 353.71, subdivision 2,

apply to a deferred annuity or surviving sPouse benefit payable

under this subdivisi.on. No payment may accrue beyond the end of

the month in which entitlement to the annuity has terminated or

upon expiration of the term certain benefít pay¡nent, under

subdivision Lb. An amount equal to any excess of the

accumulated contributions that s¡ere credited to the account of

the deceased employee over and above the total of the annuities

paíd and payable to the surviving spouse must be paid to the

deceased member's last designated beneficiary or' if noner âS

specified under subdivision l.
A member may specify in writing that this subdivision does

not apply and that payment may be made only to the desÍgnated

Article 4 Section 3 26
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beneficiary as otherwise provided by this chapter'

sec. 4 " l¡linnesota statutes 2000, section 353 " 33 '
subdivision 1, is amended to read:

Subdivision 1. [AGE, SERVICE' AND SALARY REQUIREIT{ENTS'l A

coordinated member who haE-ab-ileast-èhree-ltears-of-allowable

servtec is vested as defi ned under section 353.01' subdivision

40r- and becomes totally and permanently disabled before normal

retirement age, and a basic member who has-at-ileasb-three-yêâft

of-aililowable-servåee is vested as defined under section 353. 01r

subdivision 40, and who becomes totally and permanently disabled

is entitled to a disability benefit in an amount under

subdivision 3. If the disabled person's public service has

terminated at any tinez: (1) at least two of the required three

years of allowabIe service must have been rendered after last

becoming a member if vesting under section 353.
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40 clause I lies or 2 at Ieast three of the r ired

five yea rs of all-owable service must have been rendered after

last becoming a membe r if vesting under section 353.01,

subdivision 40 ' clause (21, applies. A repayment of a refund

must be made within six months after the effective date of

disability benefits under subdivision 2 ot within six months

after the date of the filing of the disability application,

whichever is later. No purchase of prior service or payment

made in 1ieu of salary deductions otherwise authorized under

section 353.01, subdivision L6, 353.017, subdivision 4, or

353.36, subdivision 2t may be made after the occurrence of the

disability for which an application under this section is filed.

Sec. 5. ltinnesota Statutes 2000, section 353.34,

subdivision 1, is amended to read:

Subdivision 1. IREFUND OR DEFERRED ANNUITY. ] (a) A former

member is entitled Lo a refund of accumulated enployee

deductions under subdívision 2 and may be entiti ed to a portion

ofa ccumulated loyer co$riÞu! ions r âs prçrvided

under subdivÍsion 2a, or to a deferred annuity under subdivision

3. Application for a refund rnay not be made prior to Lhe date

of termination of public service or the termination of

Article 4 Section 5 27
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membership, whichever is sooner. Except as speeified in

paragraph (b), a refund must be paid within 120 days fotlowing

receipt of the app}ication unless the applicant has again become

a public employee required to be covered by the associaÈion.

(b) If an individual was granted an authorized temporary

layoff, a refund is not payable before termination of memberstrip

uRder section 353.01, subdivision llb, clause (3)"

(c) An individual who terminates pubtic service covered by

the public employees retirement association general plan' the

public employees retirement association police and fire planr ot

the pubtic employees local government corrections service

retirement planr âDd who becomes an active member covered by one

of the other two plans, nay reeeive a refund of employee

contributions plus six percent interest compounded annually frorn

the plan in which the member terminated service. If the

individual terminated blic service vered the lic

employees retirement association an after June 30

2001, the individual may a1so receive a portion of the emPloyer

contributions as Provided ín subdivÍs ion 2a.

Sec" 6, Minnesota Statutes 2000, section 353.34'

subdivision 2, is amended to read:

subd. 2_. [REruND WITH INTEREST. ] Except as provided in

subdivision 1r âDY 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 six percent compounded

annually based-on-fåseal-yeat-ba1âñCêt;--ff-a-perton-feltayt-â

ref und-and-subsequcntily-applåes-f or-anoèher-ref undz-èhe

f êpayrnenè-anounèz-åneludång-ånteresè¡-ås-added-èo-thc-f iseal

!¡ear-bâ+anee-*n-wh*eh-the-r epaynent-ltas-nâde

Sec. 7 . lllinnesota Statutes 2000, section 353.34, is

amended by adding a subdivision to read:

Subd. 2a, IPARTIAL REFUND OT E!,TPLOYER CONTRIBUTIONS.] A

former mernber who is vested as defined under section 353.01'

subdivision 40, when termination of public service or

termination of membership oecurs after June 30'

Article 4 Section 7 28
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for a refund of the aceumuLated emp uctions

under subdiv ision 2 ís also entitl ed to rece ive an additional

refund l-n an amount eeual to the rcent e of the

total accumulated matchi r contributions made on tbe

former member's behalf' with i nterest to the first of the month

in which the refund cessed at the rate of six rcent

d annuafly¡

(1) 2 5 percent if the refund is PaiQ before on

attains the aqe of 55 or

(21 s0 percent if the refund is paid a fter the pe rson

attains the age of 55.

Sec. 8. l¡linnesota Statutes 2000 r section 353.34 r is

amended by adding a subdivision to read:

Subd " 2b. IREFUND OF REPAYMENT. J Ifa rson repelsa

refund and subs ntly es for another refund' the

t t amountt inclu nterestr iÞ added to the PaY Period

balance in which the r nt was made.

sec. 9. Minnesota statutes 2000, section 353"34'

subdivision 3, is amended to read:

Subd. 3. IDEFERRED ANNUITY; ELIGIBILITY; col,fPUTATIoN.] A

member w*èh-at-leasè-èhfee-yeâfs-of-allowable-servåee who is

vested as defined in section 353.01, subdivision 40, when

termination of public service or termination of membership

occurs has the option of leaving the accunulated deductions in

the fund and being entítled to a deferred retirement annuity

commencing at normal retirement age or to a deferred early

retirement annuity under section 353.30, subdivision L, 1â, Ib'

1c, or 5. The deferred annuity rnust be conputed under seetion

353"2gt subdivisions 2 and 3, on the basis of the law in effect

on the date of termination of'public service or termínation of

membership 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 membe t and emp loyer contributions within 30 days

Article 4 Section 9 29
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following date of receipt of the application by the executive

director.
Sec. 10. Minnesota Statutes 2000, section 353'35'

is amended to read;

IREFUND REPAYMENT. J A person who receives a

refund of accumulated employee deductions and employer

contributions as rovided under section 353.34 subdivision 2a,

plus ínterestr InâY repay the total amount of the refund

including the ínterest, within 30 days of the date the refund

eras issued, to retain atlowable service

sec. l-1. !¡linnesota statutes 2000, section 353 ' 7l I

subdivision 1, is amended to read:

Subdivision 1" IELIGIBILITY. ] Any person who has been a

member of the publie employees retirement association, or the

l¡linnesota state retirement system, or the teachers retirement

association, or any other public retírement system in the state

of Minnesota having a like provision, except a fund providing

benefits for police officers or fírefighters governed by

sections 69.77 or 69.77L to 69.776, shall be entitled when

qualified to an annuity from each fund if the total allowable

service in a1I funds or in any two of these funds totals three

or more yearst except !{hen includ ble service in the

public employees retirement associat ral pla

allowable service in all funds must satisf vesting as de!!ned

in section 353.01' subdivision 40, and provided no portion of

the al1owab1e service upon which the retÍrement annuity from one

fund ís based is again used in the computat,ion 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 deterrnined by the appropriate

provisions of the law except that the requirement that a Person

must have at least three years of allowable service in the

respective associat,ion or sYstem, or in the ease of the Public

employees retiqement association eneral an the vesti

reguirements de fined in section 353"01

subdivision 2l

Subd. 2.

Articte 4 Section l1 30
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I not apply for t,he purposes of this section provåded-the-eonbåneå

2 servåee-tn-two-or-ñore-of-bhese-funds-equails-Èhree-or-note-yeart .

3 See. !2" Minnesota statUteS 2000r section 353.71'

4 subdivision 2r is amended to read:

5 Subd. 2" IDEFERRED ANNUITY CO¡,IPUTATION; AUGMENTATION.I (a)

6 The deferred annuity accrui.ng under subdivision 1r or under

7 sections 353.34' subdivision 3, and 353.68, subdivision 4r must

I be computed on the basis of allowable service prior to the

9 termination of public service and augmented as provided in this

10 paragraph. The required reserves applicabte to a deferred

11 annuity t Qt to any deferred segment of an annuity must be

IZ determined as of the first day of the month following the month

13 in which the former member eeased to be a public employeer or

14 July 1, 197L, whiChever iS 1ater. These required reserves must

15 be augmented at the rate of five percent annua**y compounded

16 annually until January I, 1981, and at the rate of three percent

L7 thereafter unèå*-ðanuary-iL-of-èhe-year-fo1*owån9-bhe-year-ån

1g whåeh-the-forner-rnenber-aèbaåns-age-55;--Fron-èhaè-daèd to the

19 effectÍve date of retirementr-bhe-rate-is-fåve-pereenb

20 eornpounded-annua**y. If a person has more than one period of

Zl uninterrupted service, t,he required reserves related to each

22 period must be augmented as specified in this paragraph' The

23 sum of the augmented required reserves is the present value of

24 the annuity. Uninterrupted service for the purpose of this

25 subdivision means periods of covered employment during which the

26 employee has not been separated from public service for more

27 than two years. If a person rePays a refundr the restored

Zg service must be considered as continuous with the next period of

29 service for which Èhe employee has credit with this association.

30 This section must not reduce the annuity otherwise payable under

3l this chapter. This paragraph applies to individuals who become

32 deferred annuitants on or after July 1, Lg7L. For a nenber who

33 beca¡ne a deferred annuitant, before July 1' 197f' the paragraph

34 applies from July 1, 1971, if the former active member applies

35 for an annuity after July I' 1973.

36 (b) The retirement annuity or disability benefit ofr or the
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survivor benefit payable on behalf of, a former member who

terminated service before July I' LggT t of the survivor benefit

payable on behalf of a basic or police and fire member who was

receiving disability benefits before July 1, L997, which is

first payable after June 30, Lggl, must be increased on an

actuarial equivalent basis to reflect the change in the

postretirement interest rate actuarial assumption under section

356.2L5, subdivision 4d, from five percent to six percent under

a calculation procedure and tables adopted by the board and

approved by the actuary reÈained by Èhe legislative commission

on pensions and retirement'

Sec" 13. IEFFECTM DATE' J

Sections I to 12 are effective July ll 2001.
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