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The House of Representatives convened at 4:00 p.m. and was called to order by Greg Davids, Speaker pro

tempore.

Prayer was offered by the Reverend Lonnie E. Titus, House Chaplain.

The members of the House gave the pledge of allegiance to the flag of the United States of America.

Theroall was called and the following members were present:

Abeler Dempsey
Abrams Dill
Anderson, B. Dittrich
Anderson, |. Dorman
Atkins Dorn
Beard Eastlund
Bernardy Eken
Blaine Ellison
Bradley Emmer
Brod Entenza
Buesgens Erhardt
Carlson Erickson
Charron Finstad
Clark Fritz
Cornish Garofalo
Cox Gazelka
Cybart Goodwin
Davids Greiling
Davnie Gunther
Dean Hackbarth
Del aForest Hamilton
Demmer Hansen

A quorum was present.

Paymar and Wilkin were excused.

Hausman
Heidgerken
Hilstrom
Hilty
Holberg
Hoppe
Hornstein
Hortman
Hosch
Howes
Huntley
Jaros
Johnson, J.
Johnson, R.
Johnson, S.
Juhnke
Kahn
Kelliher
Klinzing
Knoblach
Koenen
Kohls

Krinkie
Lanning
Larson
Latz
Lenczewski
Lesch
Liebling
Lieder
Lillie
Loeffler
Magnus
Mahoney
Mariani
Marquart
McNamara
Medow
Moe
Mullery
Murphy
Nelson, M.
Nelson, P.
Newman

Nornes
Olson
Opatz
Otremba
Ozment
Paulsen
Pel owski
Penas

Peppin

Peterson, A.
Peterson, N.

Peterson, S.
Poppe
Powell
Rukavina
Ruth

Ruud
Sailer
Samuel son
Scalze
Seifert
Sertich

Severson
Sieben
Simon
Simpson
Slawik
Smith
Soderstrom
Solberg
Sykora
Thao
Thissen
Tingelstad
Urdahl
Vandeveer
Wagenius
Walker
Wardlow
Welti
Westerberg
Westrom
Zellers
Spk. Sviggum

The Chief Clerk proceeded to read the Journal of the preceding day. Samuelson moved that further reading of
the Journal be suspended and that the Journal be approved as corrected by the Chief Clerk. The motion prevailed.
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PETITIONS AND COMMUNICATIONS
The following communi cations were received:

STATE OF MINNESOTA
OFFICE OF THE GOVERNOR
SAINT PAUL 55155

May 5, 2005
The Honorable Steve Sviggum

Speaker of the House of Representatives
The State of Minnesota

Dear Speaker Sviggum:

Please be advised that | have received, approved, signed, and deposited in the Office of the Secretary of State the
following House Files:

H. F. No. 1189, relating to traffic regulations; removing an expiration date on an exception to seasonal weight
limitsfor certain recycling and garbage trucks.

H. F. No. 2126, relating to the military; clarifying the pay differential law for state employees who are ordered to
active military service.

H. F. No. 1334, relating to natural resources; modifying certain exemptions for an iron nugget production scale
demonstration facility.

H. F. No. 47, relating to state aid to cities; correcting the calculation of city aid base.

H. F. No. 218, reating to energy; extending eligibility to receive the renewable energy production incentive
under certain circumstances.

Sincerdly,

TiM PAWLENTY
Governor

STATE OF MINNESOTA
OFFICE OF THE SECRETARY OF STATE
ST. PAUL 55155

The Honorable Steve Sviggum
Speaker of the House of Representatives

The Honorable James P. Metzen
President of the Senate

I have the honor to inform you that the following enrolled Acts of the 2005 Session of the State Legidature have
been received from the Office of the Governor and are deposited in the Office of the Secretary of State for
preservation, pursuant to the State Congtitution, Article 1V, Section 23:
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Time and

S F. H. F. Session Laws Date Approved Date Filed
No. No. Chapter No. 2005 2005
1116 31 3:00 p.m. May 5 May 5
453 32 3:05 p.m. May 5 May 5
180 33 11:04 am. May 5 May 5
1189 34 3:09 p.m. May 5 May 5
2126 35 3:15p.m. May 5 May 5
244 36 3:17 p.m. May 5 May 5
1334 37 3:20 p.m. May 5 May 5
47 38 3:25p.m. May 5 May 5
1252 39 3:25p.m. May 5 May 5
218 40 2:35p.m. May 5 May 5

Sincerdly,

MARY KIFFMEYER
Secretary of State

REPORTS OF STANDING COMMITTEES

Knoblach from the Committee on Ways and Means to which was referred:

H. F. No. 785, A hill for an act relating to financing and operation of government in this state; modifying truth in
taxation provisions and adding a taxpayer satisfaction survey; changing income, corporate franchise, withholding,
estate, property, sales and use, mortgage registry, health care gross revenues, motor fuels, gambling, cigarette and
tobacco products, occupation, net proceeds, production, liquor, insurance, and other taxes and tax-related provisions;
making technical, clarifying, collection, enforcement, refund, and administrative changes to certain taxes and tax-
related provisions, tax-forfeited lands, revenue recapture, unfair cigarette sales, state debt collection, sustainable
forest incentive programs, and payments in lieu of taxes; changing local government aids and credits; providing for
determination of population for certain purposes, updating references to the Internal Revenue Code, changing
property tax exemptions, assessment, valuation, classification, class rates, levies, deferra, review and equalization,
appeals, notices and statements, and distribution provisions; changing rent constituting property taxes and property
tax refunds; changing provisions relating to regiona rail authorities; authorizing special taxing districts; requiring
state contracts be with vendors registered to collect use taxes;, abolishing the political contribution refund;
authorizing certain local sdes taxes; providing for compliance with streamlined sales tax agreement; changing the
taxation of liquor and cigarettes;, authorizing income tax checkoffs; requiring registration of tax shelters and
providing for a voluntary compliance initiative; changing job opportunity building zones, border city development
zones, biotechnology and health sciences industry zone provisions; limiting sales tax construction exemption in job
zones to businesses paying prevailing wage, requiring a referendum for certain subsidies to gambling enterprises;
authorizing charges for certain emergency services, imposing a franchise fee on card clubs; defining the term "tax";
regulating tax preparers, suspending appropriations or aidsto public employers who prohibit certain employees from
wearing a flag on a uniform; providing for training and conduct of assessors; prohibiting purchases of tax-forfeited
lands by certain local officials; providing for data classification and exchange of data; establishing a tax reform
commission; providing and imposing powers and duties on the commissioner of revenue and other state agencies
and departments and on certain political subdivisions and certain officials;, changing and imposing penalties;
requiring reports; transferring funds; appropriating money; amending Minnesota Statutes 2004, sections 4A.02;
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16C.03, by adding a subdivision; 16D.10; 168A.05, subdivision 1a; 190.09, subdivision 2; 240.30, by adding a
subdivision; 270.02, subdivision 3; 270.11, subdivision 2; 270.16, subdivision 2; 270.30, subdivisons 1, 5, 6, 8, by
adding subdivisions; 270.65; 270.67, subdivision 4; 270.69, subdivision 4; 270A.03, subdivisons 5, 7; 272.01,
subdivision 2; 272.02, subdivisions 1a, 7, 47, 53, 64, by adding subdivisions, 272.0211, subdivisions 1, 2; 272.0212,
subdivisions 1, 2; 272.029, subdivisions 4, 6; 273.055; 273.0755; 273.11, subdivisions 1a, 8, by adding a
subdivision; 273.111, by adding a subdivision; 273.123, subdivision 7; 273.124, subdivisions 3, 6, 8, 21; 273.125,
subdivision 8; 273.13, subdivisions 22, 25, by adding a subdivision; 273.1315; 273.1384, subdivision 1; 273.19,
subdivision 1a; 273.372; 274.01, subdivision 1; 274.014, subdivisions 2, 3; 274.14; 275.025, subdivision 4; 275.065,
subdivisions 1c, 3, 4, 7, by adding subdivisions; 275.07, subdivisions 1, 4; 276.04, subdivision 2; 276.112; 276A.01,
subdivision 7; 282.016; 282.08; 282.15; 282.21; 282.224; 282.301; 287.04; 289A.02, subdivision 7; 289A.08,
subdivisions 1, 3, 7, 13, 16; 289A.18, subdivision 1; 289A.19, subdivision 4; 289A.20, subdivision 2; 289A.31,
subdivision 2; 289A.37, subdivision 5; 289A .38, subdivisions 6, 7, by adding subdivisions; 289A.40, subdivision 2,
by adding subdivisions; 289A.50, subdivisions 1, 1a; 289A.56, by adding a subdivision; 289A.60, subdivisions 23,
4,6, 7, 11, 13, 20, by adding subdivisions; 290.01, subdivisions 6, 7, 7b, 19, as amended, 19a, 19b, 19¢, 19d, 31,
290.032, subdivisions 1, 2; 290.06, subdivisions 2c, 22, by adding a subdivision; 290.067, subdivisions 1, 2a;
290.0671, subdivisions 1, 1a; 290.0672, subdivisions 1, 2; 290.0674, subdivisions 1, 2; 290.0675, subdivision 1;
290.091, subdivisions 2, 3; 290.0922, subdivision 2; 290.191, subdivisions 2, 3; 290.92, subdivisions 1, 4b;
290A.03, subdivisions 3, 11, 13, 15, by adding subdivisions, 290A.07, by adding a subdivision; 290A.19; 290B.05,
subdivision 3; 290C.05; 290C.10; 291.005, subdivision 1; 291.03, subdivision 1; 295.52, subdivision 4; 295.53,
subdivision 1; 295.582; 295.60, subdivision 3; 296A.22, by adding a subdivision; 297A.61, subdivisions 3, 4, by
adding a subdivision; 297A.64, subdivision 4; 297A.668, subdivisions 1, 5; 297A.67, subdivisons 2, 7, 9, 29, by
adding a subdivision; 297A.68, subdivisions 2, 5, 28, 35, 37, 38, 39, by adding subdivisions; 297A.70, subdivision
10; 297A.71, subdivision 12, by adding a subdivision; 297A.72, by adding a subdivision; 297A.75, subdivision 1;
297A.87, subdivisions 2, 3; 297A.99, subdivisions 1, 4, 9, by adding a subdivision; 297E.01, subdivisions 5, 7, by
adding subdivisions, 297E.06, subdivision 2; 297E.07; 297F.08, subdivision 12, by adding a subdivision; 297F.09,
subdivisions 1, 2; 297F.14, subdivision 4; 297G.09, by adding a subdivision; 2971.01, by adding subdivisions;
2971.05, subdivisions 4, 5, by adding a subdivision; 298.01, subdivisions 3, 4; 298.24, subdivision 1; 298.75, by
adding a subdivision; 325D.33, subdivision 6; 365.43, subdivision 1; 365.431; 366.011; 366.012; 373.45,
subdivision 7; 398A.03, by adding a subdivision; 398A.04, subdivision 8; 469.169, by adding a subdivision;
469.1735, subdivision 3; 469.176, subdivisions 4, 7; 469.310, subdivision 11, by adding a subdivision; 469.315;
469.316; 469.317; 469.319, subdivision 1, by adding a subdivision; 469.320, subdivision 3; 469.330, subdivision 11;
469.335; 469.337; 469.340, subdivison 1; 473.843, subdivision 5; 473F.02, subdivisons 2, 7; 477A.011,
subdivisions 3, 34, 35, 36, 38; 477A.0124, subdivisions 2, 4; 477A.013, subdivisions 8, 9, by adding a subdivision;
477A.016; 477A.03, subdivisions 2a, 2b; 477A.11, subdivision 4, by adding a subdivision; 477A.12, subdivisions 1,
2; 477A.14, subdivision 1; 645.44, by adding a subdivision; Laws 1998, chapter 389, article 3, section 42,
subdivision 2, as amended; Laws 1998, chapter 389, article 8, section 43, subdivision 3; Laws 2001, First Specid
Session chapter 5, article 3, section 8; Laws 2001, First Special Session chapter 5, article 12, section 95, as
amended; Laws 2002, chapter 377, article 3, section 4; Laws 2003, chapter 127, article 5, section 27; Laws 2003,
chapter 127, article 5, section 28; Laws 2003, First Special Session chapter 21, article 5, section 13; Laws 2003,
Firgt Special Session chapter 21, article 6, section 9; proposing coding for new law in Minnesota Statutes, chapters
15; 270; 272; 273; 275; 280; 289A; 290; 290C; 295; 297A; 297F; 373; 459; 473; repealing Minnesota Statutes 2004,
sections 10A.322, subdivision 4; 16A.1522, subdivision 4; 270.85; 270.88; 272.02, subdivision 65; 273.19,
subdivision 5; 273.37, subdivision 3; 274.05; 275.065, subdivisions 5a, 6, 6b, 8; 275.15; 275.61, subdivison 2;
283.07; 290.06, subdivision 23; 297E.12, subdivision 10; 469.1794, subdivision 6; 477A.08; Laws 1975, chapter
287, section 5; Laws 1998, chapter 389, article 3, section 41; Laws 2003, chapter 127, article 9, section 9,
subdivision 4; Minnesota Rules, parts 8093.2000; 8093.3000; 8130.0110, subpart 4; 8130.0200, subparts 5, 6;
8130.0400, subpart 9; 8130.1200, subparts 5, 6; 8130.2900; 8130.3100, subpart 1; 8130.4000, subparts 1, 2;
8130.4200, subpart 1; 8130.4400, subpart 3; 8130.5200; 8130.5600, subpart 3; 8130.5800, subpart 5; 8130.7300,
subpart 5; 8130.8800, subpart 4.

Reported the same back with the following amendments:
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Page 9, line 29, strike "either:"
Page 9, line 30, delete the paragraph coding and strike " (1)"

Page 9, line 31, after "taxes" insert "and the taxpayer satisfaction survey" and strike"; or" and insert a period

Page 9, strike lines 32 and 33

Page 9, line 34, strike "or posted"

Page 11, line 31, after "taxpayer" insert ", including a tenant, renter, or lessee who is entitled to receive a copy of
the notice and survey form under subdmsaon 3, paragraph (k),"

Page 12, line 31, before "Each” insert "(a)"
Page 13, after line 9, insert:

"(b) If the county auditor determines that a Sngle person or entity owns more than ten percent of the parcels of
property within a jurisdiction subject to taxpayer satisfaction survey, then the number of responses indicating
dissatisfaction with the proposed levy must exceed the percentage owed by the single person or entity plus 20
percent of the total number of proposed tax notices distributed in the jurisdiction in order to initiate the referendum
process described in paragraph (a)."

Page 36, after line 29, insert:
"Sec. 20. Minnesota Statutes 2004, section 273.13, subdivision 23, is amended to read:

Subd. 23. [CLASS 2] (a) Class 2a property is agricultural land including any improvements that is
homesteaded. The market value of the house and garage and immediately surrounding one acre of land has the same
classrates as class 1a property under subdivision 22. The vaue of the remaining land including improvements up to

and-inehuding-$600,000-market-value $750,000 has a net class rate of 0.55 percent of market value. The remaining
property value over $600,000-market-value $750,000 has a class rate of one percent of market value.

(b) Class 2b property is (1) rea estate, rural in character and used exclusively for growing trees for timber,
lumber, and wood and wood products; (2) real estate that isnot improved with a structure and is used exclusively for
growing trees for timber, lumber, and wood and wood products, if the owner has participated or is participating in a
cost-sharing program for afforestation, reforestation, or timber stand improvement on that particular property,
administered or coordinated by the commissioner of natural resources;, (3) red estate that is nonhomestead
agricultural land; or (4) a landing area or public access area of a privately owned public use airport. Class 2b
property has anet classrate of one percent of market value.

(c) Agricultural land as used in this section means contiguous acreage of ten acres or more, used during the
preceding year for agricultural purposes. "Agricultural purposes' as used in this section means the raising or
cultivation of agricultural products. "Agricultural purposes’ also includes enrollment in the Reinvest in Minnesota
program under sections 103F.501 to 103F.535 or the federal Conservation Reserve Program as contained in Public
Law 99-198 if the property was classified as agricultural (i) under this subdivision for the assessment year 2002 or
(ii) in the year prior to its enrollment. Contiguous acreage on the same parcel, or contiguous acreage on an
immediately adjacent parcel under the same ownership, may also qualify as agricultural land, but only if it is
pasture, timber, waste, unusable wild land, or land included in state or federal farm programs. Agricultura
classification for property shall be determined excluding the house, garage, and immediately surrounding one acre of
land, and shall not be based upon the market value of any residential structures on the parcel or contiguous parcels
under the same ownership.
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(d) Real estate, excluding the house, garage, and immediately surrounding one acre of land, of 1ess than ten acres
which is exclusively and intensively used for raising or cultivating agricultural products, shal be considered as
agricultural land.

Land shal be classified as agricultural even if al or a portion of the agricultural use of that property is the
leasing to, or use by another person for agricultural purposes.

Classification under this subdivision isnot determinative for qualifying under section 273.111.

The property classification under this section supersedes, for property tax purposes only, any locally
administered agricultural policies or land use restrictions that define minimum or maximum farm acreage.

(e) Theterm "agricultural products’ as used in this subdivision includes production for sale of:

(1) livestock, dairy animals, dairy products, poultry and poultry products, fur-bearing animals, horticultural and
nursery stock, fruit of al kinds, vegetables, forage, grains, bees, and apiary products by the owner;

(2) fish bred for sale and consumption if the fish breeding occurs on land zoned for agricultural use;

(3) the commercial boarding of horses if the boarding is done in conjunction with raising or cultivating
agricultural products as defined in clause (1);

(4) property which is owned and operated by nonprofit organizations used for equestrian activities, excluding
racing;

(5) game birds and waterfowl bred and raised for use on a shooting preserve licensed under section 97A.115;
(6) insects primarily bred to be used as food for animals;
(7) trees, grown for saleasa crop, and not sold for timber, lumber, wood, or wood products; and

(8) maple syrup taken from trees grown by a person licensed by the Minnesota Department of Agriculture under
chapter 28A asafood processor.

(f) If aparce used for agricultural purposesis also used for commercial or industrial purposes, including but not
limited to:

(1) wholesale and retail sales;

(2) processing of raw agricultural products or other goods;

(3) warehousing or storage of processed goods; and

(4) officefacilities for the support of the activities enumerated in clauses (1), (2), and (3),

the assessor shall classify the part of the parcel used for agricultural purposes as class 1b, 2a, or 2b, whichever is
appropriate, and the remainder in the class appropriate to its use. The grading, sorting, and packaging of raw
agricultural products for first sale is considered an agriculturd purpose. A greenhouse or other building where
horticultural or nursery products are grown that is also used for the conduct of retail sales must be classified as
agricultural if it is primarily used for the growing of horticultural or nursery products from seed, cuttings, or roots
and occasionally as a showroom for the retail sale of those products. Use of a greenhouse or building only for the
display of already grown horticultural or nursery products does not qualify as an agricultural purpose.
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The assessor shall determine and list separately on the records the market value of the homestead dwelling and
the one acre of land on which that dwelling is located. If any farm buildings or structures are located on this
homesteaded acre of land, their market value shall not be induded in this separate determination.

(9) To qualify for classification under paragraph (b), clause (4), a privately owned public use airport must be
licensed as a public airport under section 360.018. For purposes of paragraph (b), clause (4), "landing area" means
that part of a privately owned public use airport properly cleared, regularly maintained, and made available to the
public for use by aircraft and includes runways, taxiways, aprons, and sites upon which are situated landing or
navigational aids. A landing area also includes land underlying both the primary surface and the approach surfaces
that comply with all of the following:

(i) the land is properly cleared and regularly maintained for the primary purposes of the landing, taking off, and
taxiing of aircraft; but that portion of the land that contains facilities for servicing, repair, or maintenance of aircraft
isnot included asalanding areg;

(ii) theland is part of the airport property; and

(iii) the land is not used for commercial or residential purposes.
The land contained in a landing area under paragraph (b), clause (4), must be described and certified by the
commissioner of transportation. The certification is effective until it is modified, or until the airport or landing area
no longer meets the requirements of paragraph (b), clause (4). For purposes of paragraph (b), clause (4), "public
access ared' means property used as an aircraft parking ramp, apron, or storage hangar, or an arrival and departure
building in connection with the airport.

[EFFECTIVE DATE.] This section is effective for taxes payable in 2006 and theresfter.”

Pages 57 to 59, delete sections 37 and 38
Page 66, after line 16, insert:
"Sec. 47. Laws 2005, chapter 43, section 1, the effective date, if enacted, is amended to read:

[EFFECTIVE DATE.] This section is effective for taxes levied in 2005 2004, payable in 2006 2005, and
thereafter.

[EFFECTIVE DATE.] This section is effective the day following final enactment.”

Page 67, delete section 50
Page 156, line 38, delete "and"

Page 156, line 39, delete the period and insert *; and

(14) development of pasture other than land acquisition."
Page 159, after line 34, insert:
"Sec. 22. Minnesota Statutes 2004, section 290.067, subdivision 2a, is amended to read:

Subd. 2a. [INCOME.] (a) For purposes of this section, "income" meansthe sum of the following:
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(1) federal adjusted gross income as defined in section 62 of the Internal Revenue Code; and plus

(2) the sum of the following amounts to the extent not included in clause (1):

(i) al nontaxable income;

(ii) the amount of a passive activity loss that is not disallowed as a result of section 469, paragraph (i) or (m) of
the Interna Revenue Code and the amount of passive activity loss carryover allowed under section 469(b) of the

Internal Revenue Code;

(iii) an amount equal to the total of any discharge of qualified farm indebtedness of a solvent individual excluded
from gross income under section 108(g) of the Internal Revenue Codg;

(iv) cash public assistance and relief;

(v) any pension or annuity (including railroad retirement benefits, all paymentsreceived under the federal Social
Security Act, supplemental security income, and veterans benefits), which was not exclusively funded by the
claimant or spouse, or which was funded exclusively by the claimant or spouse and which funding payments were
excluded from federal adjusted gross income in the years when the payments were made;

(vi) interest received from the federal or a state government or any instrumentality or political subdivision
thereof;

(vii) workers compensetion;
(viii) nontaxable strike benefits;

(ix) the gross amounts of payments received in the nature of disability income or sick pay as a result of accident,
sickness, or other disahility, whether funded through insurance or otherwise;

(X) alump sum distribution under section 402(¢e)(3) of the Internal Revenue Code;

(xi) contributions made by the claimant to an individual retirement account, including a qualified voluntary
employee contribution; simplified employee pension plan; sef-employed retirement plan; cash or deferred
arrangement plan under section 401(k) of the Internal Revenue Code; or deferred compensation plan under section
457 of the Internal Revenue Code; and

(xii) nontaxabl e scholarship or fellowship grants, minus

in section 290.0675, subdivision 1, paragraph (d).

In the case of an individua who files an income tax return on afiscal year basis, theterm "federal adjusted gross
income" means federd adjusted gross income reflected in the fiscal year ending in the next calendar year. Federd
adjusted gross income may not be reduced by the amount of a net operating loss carryback or carryforward or a
capital loss carryback or carryforward alowed for the year.

(b) "Income" does not include:

(1) amounts excluded pursuant to the Internal Revenue Code, sections 101(a) and 102;
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(2) amounts of any pension or annuity that were exclusively funded by the claimant or spouse if the funding
payments were not excluded from federal adjusted gross income in the years when the payments were made;

(3) surplus food or other relief in kind supplied by a governmental agency;
(4) relief granted under chapter 290A;
(5) child support payments received under atemporary or final decree of dissolution or legal separation; and

(6) restitution payments received by digible individuals and excludable interest as defined in section 803 of the
Economic Growth and Tax Relief Reconciliation Act of 2001, Public Law 107-16.

[EFFECTIVE DATE.] This section is effective for taxable years beginning after December 31, 2005."

Page 160, line 5, after the period, insert "An individual who would have been eligible for a credit under section
32 of the Internal Revenue Code if the phaseout in section 32(b) were calculated based on the income thresholds
provided in paragraphs (b) through (d) as adjusted in paragraphs (i) through (k) isaso eigible for a credit under this
section.”

Page 161, line 7, strike "2007" and insert "2005"
Page 161, after line 10, insert:

"(i) For tax years beginning after December 31, 2005, and before December 31, 2007, the $5,770 in paragraph
(b), the $15,080 in paragraph (c), and the $17,890 in paragraph (d), after being adjusted for inflation under
subdivision 7, are each increased by the greater of (i) $2,000 or (ii) the earned income of the lesser-earning spouse,
for married taxpayersfiling joint returns.”

Page 161, line 11, strike"(i)" and insert " (j)"

earning spouse,”

Page 161, line 16, after "2008," insert "and before December 31, 2010,"

Page 161, after line 17, insert:

"(k) For tax years beginning after December 31, 2010, the $5,770 in paragraph (b), the $15,080 in paragraph (c),
and the $17,890 in paragraph (d), after being adjusted for inflation under subdivision 7, are each increased by the
earned income of the |esser-earning spouse, for married taxpayersfiling joint returns.”

Page 161, line 18, strike"(j)" and insert " ()"
Page 161, after line 29, insert:

""Earned income of the lesser-earning spouse’ has the meaning given in section 290.0675, subdivision 1,
paragraph (d).”

Page 166, deletelines 7 to 9 and insert "to"
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Page 278, line 21, after the period, insert "For purposes of this subdivision, arcraft that are operated under a
Federal Aviation Administration Restricted Airworthiness Certificate according to Code of Federal Regulations, title
14, part 21, section 21.25(b)(3), relating to aerial surveying, and that are based, maintained, and dispatched from a
job opportunity building zone, and any aeria camera package, including any camera, computer, and navigation

opportunity building zone if the imagery acquired from the aeriad camera package is returned to the job opportunity
building zone for processing."”

Page 278, after line 36, insert:

"[EFFECTIVE DATE.] The amendment to paragraph (a) is effective for sales made after June 30, 2005."

Page 296, line 4, delete everything after the period
Page 296, deletelines5and 6
Page 298, line 26, delete "eight" and insert "six"

Page 306, line 9, delete everything after "of" and insert "federal income tax liability."

Page 335, line 15, after the comma, insert "the following terms have the meanings given:
(l)ll

Page 335, after line 17, insert:

"(2) "Public subsidy" does not include (i) congtruction of public infrastructure unless the predominant use of the

infrastructure is to serve an enterprise engaged in gambling or (ii) the use, maintenance, or reconstruction (without
expansion) of preexisting infrastructure.”

Renumber the sectionsin sequence and correct the internal references

Amend thetitle accordingly

With the recommendation that when so amended the bill pass.

The report was adopted.

Paulsen from the Committee on Rules and Legidative Administration to which was referred:

H. F. No. 2461, A hill for an act relating to appropriations; appropriating money for transportation, Metropolitan
Council, and public safety activities; providing for general contingent accounts and tort claims, modifying provision
for handling state mail; providing for repayment of money advanced for highways, modifying vehicle regigtration
plate, tax, and fee provisions and providing for definitions, modifying motor vehicle, traffic regulation, driver's
license, and driving record provisions relating to commercial motor vehicles, proposing amendment to Minnesota
Congtitution to alocate proceeds of tax on sale of motor vehicles; increasing or modifying fees for motor vehicle
transfers and driver and vehicle services; alowing state transportation funds to be used for design and preliminary
engineering of bridges in smaller cities; authorizing billing for highway sign program and establishing special
account; modifying apportionments for county state-aid highways; increasing amount deductible from county state-
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aid highway fund for adminigrative costs;, modifying traffic regulation relating to unimpeded vision from inside
vehicles; redefining recreational vehicle combination to include certain combinations hauling horse trailers and
related vehicles, increasing maximum gross weight for certain vehicles and combinations hauling livestock on
noninterstate trunk highways, extending exemption for milk truck weight limit; modifying driver's license and
permit provisions; allowing driver's license suspension for paying license fees with dishonored check; providing a
bidding exception for certain federally subsidized transit facilities; abolishing provision regulating unlawful gasoline
sales; providing for metropolitan transit operations and funding; abolishing bus fare policy provision; permitting
development of bus rapid trangt in Cedar Avenue transit corridor; providing for wetland replacement near city of
Cologne; modifying employment status of public safety radio communications operators; requiring discontinuance
of insurance verification sampling program until modified and providing remedies for charged violations,
establishing accounts; setting maximum speed for trains in city of Orr; providing for road signs, regulating park-
and-ride lots; ensuring ethanol reguirements do not result in loss of federa funds, abolishing statewide bicycle
registration program; requiring studies and reports; requiring a sate aviation plan; cresting an advisory council on
aviation planning; making technical and clarifying revisions, amending Minnesota Statutes 2004, sections 16B.49;
115A.908, subdivision 1; 161.361, subdivision 2; 162.06, subdivison 2; 162.07, subdivision 1, by adding a
subdivision; 162.08, subdivision 3; 168.011, subdivisions 3, 4, 5, 5a, 6, 7, 25, by adding subdivisions, 168.013,
subdivision 8; 168.09, subdivision 7; 168.091, subdivision 1; 168.10, subdivision 1c; 168.105, subdivisions 2, 3, 5;
168.12; 168.123; 168.1235; 168.124; 168.125; 168.1255; 168.127, subdivision 6; 168.128; 168.129; 168.1291;
168.1293; 168.1296; 168.1297; 168.15, subdivision 1; 168.16; 168.27, subdivision 11; 168.31, subdivision 5;
168.33; 168.345, subdivisions 1, 2; 168.381; 168.54, subdivisions 4, 5; 168A.152, subdivision 2; 168A.29; 168A.31,
169.01, subdivisions 75, 76, 78; 169.09, subdivision 13; 169.18, subdivision 5; 169.71, subdivision 1; 169.81,
subdivision 3c; 169.824, subdivision 2; 169.851, subdivision 5; 169.86, subdivision 5; 169.87, subdivision 4;
169.99, subdivision 1b; 169A.52, subdivision 3; 169A.60, subdivision 16; 171.01, subdivisons 22, 35, 47, by
adding a subdivision; 171.02; 171.03; 171.04, subdivision 2; 171.05, subdivisions 1, 2; 171.055, subdivision 2;
171.06, subdivisions 2, 2a; 171.061, subdivision 4; 171.07, subdivision 11; 171.09; 171.12, subdivisions 3, 6;
171.13, subdivisions 2, 6, by adding a subdivision; 171.165, subdivisions 1, 2, 6; 171.18, subdivision 1; 171.20,
subdivision 4; 171.26; 171.29, subdivision 2; 171.36; 174.03, by adding a subdivision; 174.50, by adding a
subdivision; 179A.03, subdivision 7; 179A.10, subdivision 2; 297B.09, subdivision 1; 469.015, subdivision 4;
473.446, subdivision 3; 473.4461; 473F.08, subdivision 3b; 609.855, by adding a subdivision; proposing coding for
new law in Minnesota Statutes, chapters 160; 168; 169; 171; 174; 190; 299A; repealing Minnesota Statutes 2004,
sections 168.011, subdivision 19; 168.012, subdivision 12; 168.041, subdivision 11; 168.105, subdivision 6; 168.15,
subdivision 2; 168.231; 168.345, subdivisons 3, 4; 168C.01; 168C.02; 168C.03; 168C.04; 168C.05; 168C.06;
168C.07; 168C.08; 168C.09; 168C.10; 168C.11; 168C.12; 168C.13; 170.23; 171.12, subdivision 8; 171.165,
subdivisions 3, 4, 4a, 4b; 171.185; 473.408, subdivison 1; Minnesota Rules, parts 7407.0100; 7407.0200;
7407.0300; 7407.0400; 7407.0500; 7407.0600; 7407.0700; 7407.0800; 7407.0900; 7407.1000; 7407.1100;
7407.1200; 7407.1300; 7503.2400; 7800.0600; 7800.3200, subpart 1; 7805.0700; 8850.6900, subpart 20;
8855.0500, subpart 1.

Reported the same back with the following amendments:
Page 70, delete section 36

Page 71, deleteline 11

Page 76, deletelines 11to 17

Page 84, line 26, delete"3" and insert "2"

Page 85, line 10, delete"3" and insert "2"

Pages 149 and 150, delete sections 80 to 82
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Renumber the sectionsin sequence
Amend thetitle as follows:
Page 1, line 45, delete "providing for road signs;"

Page 2, lines 28 and 29, delete "171.055, subdivision 2;"

With the recommendation that when so amended the bill pass.

The report was adopted.

Seifert from the Committee on State Government Finance to which was referred:

S. F. No. 427, A hill for an act relating to retirement; various public pension plans, clarifying and revising
various plan provisions; eliminating obsolete provisions; defining final average salary; modifying the definition of
alowable service to include time on grike; permitting judges to purchase service credit for an authorized leave;
requiring specified payments,; clarifying references to actuarial services in determining actuaria equivalence;
defining covered salary to include certain employer contributions to supplemental retirement plans; specifying
itemized detail of plan administrative expenses in annual financia reporting; excluding police officers of the
University of Minnesota from the public employees police and fire fund; clarifying collection procedures relating to
charter schools, adding a uniform nonassignment and legal process exemption provision; adding employees of
Bridges Medical Services, Hutchinson Area Health Care, and Northfidd Hospital to privatization coverage;
extending date for filing special law approval with the secretary of state for the RenVilla Nursing Home; requiring
the privatization periodic filing of updated copies of articles of incorporation and bylaws, modifying a higher
education individual retirement account plan investment option provision; implementing the recommendations of
the Volunteer Firefighter Relief Association working group of the state auditor; modifying the trigger date for filing
financial reports; revising the per firefighter financing requirements for monthly benefit service pensions, modifying
the options for crediting interest on deferred service pensions, clarifying the deferred service pension options
available to defined contribution plans, providing for the crediting of service during military service leaves;
requiring the amortization of experience losses; clarifying the compliance requirements for the quaification for fire
state aid; modifying a limit on mutual fund investments; clarifying corporate stock and exchange-traded funds
investment authority; modifying the municipal representation reguirements on relief association governing boards;
clarifying exemptions from process and taxation; providing that certain laws do not apply to the consolidation of
specified volunteer firefighter relief associations; providing an ad hoc postretirement adjustment to Eveleth police
and fire trust fund benefit recipients; authorizing the Maplewood Firefighters Relief Association to transfer assets to
the Oakdale Firefighters Relief Association to cover service credits earned by certain individuals, appropriating
money; amending Minnesota Statutes 2004, sections 3A.01, subdivisions 1, 2, 6, 8, by adding subdivisions; 3A.011;
3A.02, subdivisions 1, 1b, 3, 4, 5; 3A.03, subdivisions 1, 2; 3A.04, subdivisions 1, 2, 3, 4, by adding a subdivision;
3A.05; 3A.07; 3A.10, subdivision 1; 3A.12; 3A.13; 43A.17, subdivision 9; 69.011, subdivision 2b, by adding a
subdivision; 69.021, subdivisions 5, 11; 69.051, subdivisions 1, 1a; 69.33; 69.771; 69.772, subdivisions 3, 4; 69.773,
subdivisions 4, 5; 69.775; 352.01, subdivisions 2a, 4, 5, 12, 21, 23, by adding a subdivision; 352.021, subdivisions
1, 2, 3, 4; 352.04, subdivisions 1, 12; 352.041, subdivisions 1, 2, 3, 5; 352.115, subdivisons 2, 3; 352.15,
subdivisions 1, 3, 4; 352.22, subdivision 10; 352.87, subdivision 3; 352.91, by adding a subdivision; 352.93,
subdivision 1; 352B.01, subdivisions 1, 2, 3; 352B.02, subdivison le; 352B.071; 352C.021, by adding a
subdivision; 352C.091, subdivision 1; 352C.10; 352D.01; 352D.015, subdivisions 3, 4; 352D.02, subdivision 1;
352D.03; 352D.05, subdivision 4; 352D.085, subdivision 1; 352D.09, subdivision 5; 352D.12; 353.01, subdivisions
6, 10, 14, 32, 33, by adding a subdivision; 353.025; 353.026; 353.027; 353.028; 353.14; 353.15, subdivisions 1, 3;
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353.27, subdivision 11; 353.271; 353.28, subdivisions 5, 6; 353.29, subdivision 3; 353.31, subdivision 1c; 353.32,
subdivision 9; 353.33, subdivisions 3, 12; 353.64, by adding a subdivision; 353.651, subdivision 3; 353.656,
subdivision 1; 353F.02, subdivison 4; 354.05, subdivision 7, by adding a subdivision; 354.091; 354.094,
subdivision 1; 354.10, subdivisions 1, 3, 4; 354.33, subdivision 5; 354.39; 354.41, subdivision 2; 354.42, by adding
a subdivision; 354.44, subdivisions 2, 6; 354A.011, subdivision 3a, by adding a subdivision; 354A.021, subdivision
5, by adding a subdivision; 354A.097, subdivision 1; 354A.31, subdivisions 4, 4a, 5; 354B.21, subdivisions 2, 3;
354B.25, subdivision 2; 355.01, subdivision 3e; 356.20, subdivision 4; 356.215, subdivision 8; 356.216; 356.24,
subdivision 1; 356.47, subdivision 3; 356.551; 356.65, subdivision 2; 356A.06, subdivision 7; 383B.46, subdivision
2; 383B.47; 383B.48; 383B.49; 422A.01, subdivisions 6, 11, by adding a subdivision; 422A.05, subdivision 2c;
422A.06, subdivisions 3, 5, 7, 8; 422A.10, subdivisions 1, 2; 422A.101, subdivision 3; 422A.15, subdivision 1;
422A.16, subdivision 9; 422A.22, subdivisions 1, 3, 4, 6; 422A.231; 422A.24; 423B.09, subdivision 1; 423B.17;
423C.05, subdivision 2; 423C.09; 424A.02, subdivisions 3, 4, 7; 424A.04, subdivision 1; 424B.10, subdivision 1;
471A.10; 490.121, subdivisions 1, 4, 6, 7, 13, 14, 15, 20, 21, 22, by adding subdivisions, 490.122; 490.123,
subdivisions 1, 1a, 1b, 1c, 2, 3; 490.124, subdivisions 1, 2, 3, 4, 5, 8, 9, 10, 11, 12, 13; 490.125, subdivisions 1, 2;
490.126; 490.133; 525.05; Laws 1999, chapter 222, article 16, section 16, as amended; Laws 2000, chapter 461,
article 4, section 4, as amended; Laws 2004, chapter 267, article 12, section 4; proposing coding for new law in
Minnesota Statutes, chapters 352C; 356; 383B; 423C; 424A; proposing coding for new law as Minnesota Statutes,
chapter 490A; repealing Minnesota Statutes 2004, sections 3A.01, subdivisions 3, 4, 6a, 7; 3A.02, subdivision 2;
3A.04, subdivision 1a; 3A.09; 352.119, subdivision 1; 352.15, subdivision 1la; 352C.01; 352C.011; 352C.021;
352C.031, subdivision 3; 352C.033; 352C.04; 352C.051; 352C.09; 352C.091, subdivisions 2, 3; 353.15, subdivision
2; 353.29, subdivision 2; 353.34, subdivision 3b; 353.36, subdivisions 2, 2a, 2b, 2c; 353.46, subdivision 4; 353.651,
subdivison 2; 353.663; 353.74; 353.75; 354.10, subdivision 2; 354.59; 422A.101, subdivision 4; 422A.22,
subdivisions 2, 5; 422A.221; 490.021; 490.025; 490.101; 490.102; 490.103; 490.105; 490.106; 490.107; 490.108;
490.109; 490.1091; 490.12; 490.121, subdivisions 2, 3,5, 8, 9, 10, 11, 12, 16, 17, 18, 19, 20; 490.124, subdivision 6;
490.132; 490.15; 490.16; 490.18.

Reported the same back with the following amendments:
De ete everything after the enacting clause and insert:
"2005 OMNIBUS RETIREMENT BILL
ARTICLE 1

CLARIFICATION/RECODIFICATION OF
STATEWIDE SPECIALTY RETIREMENT PLANS

Section 1. Minnesota Statutes 2004, section 3A.01, subdivision 1, isamended to read:

Subdivision 1. [PURPOSES.] Each of the terms defined in this section, for the purposes of this chapter shat-be
given has the meanings meaning ascribed to-them.

Sec. 2. Minnesota Statutes 2004, section 3A.01, isamended by adding a subdivision to read:

Subd. la. [ACTUARIAL EQUIVALENT.] "Actuarial equivalent" means the condition of one allowance or
benefit having an equal actuarial present value to another allowance or benefit, determined by the actuary retained
under section 356.214 as of a given date at a specified age with each actuarial present value based on the mortality

table applicable for the plan and approved under section 356.215, subdivision 18, and using the applicable
preretirement or postretirement interest rate assumption specified in section 356.215, subdivision 8.
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Sec. 3. Minnesota Statutes 2004, section 3A.01, isamended by adding a subdivision to read:

Subd. 1b. [AVERAGE MONTHLY SALARY.] "Average monthly salary" means the average of the member's
highest five successive years of salary that was received as a member of the legidature and upon which the member
has made contributions under section 3A.03, subdivision 1, or for which the member of the |legidature has made
payments for past service under Minnesota Statutes 2004, section 3A.02, subdivision 2, or has made, before July 1,
1994, paymentsin lieu of contributions under Minnesota Statutes 1992, section 3A.031.

Sec. 4. Minnesota Statutes 2004, section 3A.01, isamended by adding a subdivision to read:

Subd. 1c. [CONSTITUTIONAL OFFICER.] "Congtitutional officer” means a person who was duly elected
qualifies for, and serves as the governor, the lieutenant governor, the attorney general, the secretary of state, or the
state auditor of the state of Minnesota.

Sec. 5. Minnesota Statutes 2004, section 3A.01, subdivision 2, is amended to read:

Subd. 2. [DEPENDENT CHILD.] (a) "Dependent child" means any natural or adopted child of a deceased
member of the legidature or a former legidator who is under the age of 18, or who is under the age of 22 and is a
full-time student, and who, in either case, isunmarried and was actually dependent for more than one-half of support
upon sueh the legidator for aperiod of at least 90 days immediately priorto before the legidator's death.

(b) The term also includes any child of the member of the legislature or former legidator who was conceived
durrng the I|fet| me of and who was born after the death of, the member or former legislator. Fhis-sdbdivision-shal

Sec. 6. Minnesota Statutes 2004, section 3A.01, subdivision 6, isamended to read:

Subd. 6. [DIRECTOR.] "Director" means the executive director of the Minnesota State Retirement System who
was appointed under section 352.03, subdivision 5.

Sec. 7. Minnesota Statutes 2004, section 3A.01, isamended by adding a subdivision to read:

Subd. 6b. [FORMER LEGISLATOR.] "Former legidator" means alegisator who has ceased to be a member of
the legidature for any reason, including, but not limited to, the expiration of the term for which a member of the
legidature was el ected or the death of the member.

Sec. 8. Minnesota Statutes 2004, section 3A.01, isamended by adding a subdivision to read:

Subd. 6¢c. [MEMBER OF THE LEGISLATURE.] "Member of the legidature’ means a person who was a
member of the House of Representatives or of the Senate of the state of Minnesota who has subscribed to the oath of

office after July 1, 1965, and who was first elected to a legidative office before July 1, 1997, and retained coverage

by the plan under Laws 1997, chapter 233, article 2, section 15.

Sec. 9. Minnesota Statutes 2004, section 3A.01, subdivision 8, is amended to read:

Subd. 8. [NORMAL RETIREMENT AGE] "Normd retrrement ag meens the age of 60yearswrth+egerd4e
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Sec. 10. Minnesota Statutes 2004, section 3A.01, is amended by adding a subdivision to read:

Subd. 9. [RETIREMENT.] "Retirement” means the period of time after which a former legidator isentitled toa
retirement allowance.

Sec. 11. Minnesota Statutes 2004, section 3A.01, is amended by adding a subdivision to read:

pavments @j during greqular or specid session to the member of the legidature.

(¢) The term does not include per diem payments paid to a member of the legidature other than during the
regular or specia session; additional compensation attributable to a leadership position under section 3.099,
subdivision 3; living expense payments under section 3.101; and special session living expense payments under
section 3.103.

Sec. 12. Minnesota Statutes 2004, section 3A.011, isamended to read:

3A.011 [ADMINISTRATION OF PLAN.]

The executive director and the board of directors of the Minnesota State Retirement System shal administer the
legidatorsretirement plan in accordance with this chapter and chapter 356A.

Sec. 13. Minnesota Statutes 2004, section 3A.02, subdivision 1, is amended to read:

Subdivision 1. [QUALIFICATIONS.] (a) A former legidator is entitled, upon written application to the director,
to receive aretirement allowance monthly, if the person:

(1) has either served at least six full years, without regard to the application of section 3A.10, subdivision 2, or
has served during al or part of four regular sessions as a member of the legidature, which service need not be
continuous,

(2) has attained the normal retirement age;

(3) hasretired as amember of thelegidature; and

(4) has made all contributions provided for in section 3A.03, has made payments for past service under

subdivision 2, or has made payments in lieu of contributions under Minnesota Statutes 1992, section 3A.031, prier
to before July 1, 1994.

Iemslaruve service before Januarv 1, 1979, the retlrement allowance is an amount equd to ) 2-1/2 percent per year r of

service of that member's average monthly salary-
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' and adjusted for that person on an actuarld equwalent basast
reflect the change in the postretirement interest rate actuarial assumption under section 356.215, subdivision 8, from
five percent to six percent. The adjustment must be calculated by or, alternatlvel y, the adj ustment procedure must

be specified by, the actuary retained by under section
356.214. The purpose of this adjustment is to ensure that the total amount of beneflts that the actuary predicts an
individual member will receive over the member's lifetime under this paragraph will be the same as the total amount
of benefits the actuary predicts the individual member would receive over the member's lifetime under the law in
effect before enactment of this paragraph. If the former legidator has |egidative service before January 1, 1979, the
person's benefit must include the additional benefit amount in effect on January 1, 1979, and adjusted as otherwise
provided in this paragraph.

{d) (c) Theretirement allowance accrues beginning with the first day of the month of receipt of the application,
but not before age 60, and for theremainder of the former legidator's life, if the former legidator is not serving as a
member of the legidature or as a constitutional officer er-commissioner as defined in section-352C.021-subdivisions
2-and-3 section 3A.01, subdivision 1c. The annuity does not begin to accrue prierte before the person's retirement
asalegidator. No annuity payment may be made retroactive for more than 180 days before the date that the annuity
application is filed with the director.

{e} (d) Any member who has served during all or part of four regular sessions is considered to have served eight
years as amember of thelegidature.

B (e) The retirement alowance ceases with the last payment that accrued to the retired legidator during the
retired legidator's lifetime, except that the surviving spouse, if any, is entitled to receive the retirement all owance of
theretired legidator for the calendar month in which theretired legidator died.

Sec. 14. Minnesota Statutes 2004, section 3A.02, subdivision 1b, is amended to read:

Subd. 1b. [REDUCED RETIREMENT ALLOWANCE.] (a) Upon separation from service after the beginning
of the 1981 legidative session, a former member of the legislature who has attained the age set by the board of
directors of the Minnesota State Retirement System and who is otherwise qualified in—aecordance-with under
subdivision 1 is entitled, upon making written application on ferms-supphied a form prescribed by the director, to a
reduced retirement allowance . The reduced retirement allowance is an amount equal to the retirement alowance
specified in subdivision 1, paragraph (b), that is reduced so that the reduced annuity allowance is the actuaria
equivalent of the annuity allowance that would be payable if the former member of the legidature deferred receipt of
the annuity allowance and the annuity allowance amount were was augmented at an annua rate of three percent
compounded annually from the date the annuity allowance beginsto accrue until age 62.

(b) The age set by the board of directors under paragraph (a) cannot be less an earlier age than the early
retirement age under section 352.116, subdivision la.

(c) If there is an actuarial cost to the plan of resetting the early retirement age under paragraph (a), the retired
legidator isrequired to pay an additiona amount to cover the full actuarial value. The additional amount must be
paid in alump sum within 30 days of the certification of the amount by the executive director.

(d) The executive director of the Minnesota State Retirement System shall report to the Legid ative Commission
on Pensons and Retirement on the utilization of this provision annually on or before September 1,-2000.
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Sec. 15. Minnesota Statutes 2004, section 3A.02, subdivision 3, is amended to read:

Subd. 3. [APPROPRIATION.] The amounts required for payment of retirement alowances provided by this
section are appropriated annually to the director from the participation of the legidators retirement plan in the
Minnesota postretirement investment fund and-shall. The retirement alowance must be paid monthly to the
reci pients entitled thereto to those retirement all owances.

Sec. 16. Minnesota Statutes 2004, section 3A.02, subdivision 4, is amended to read:

Subd. 4. [DEFERRED ANNUITIES AUGMENTATION.] (8) The deferred annuity retirement allowance of any
former legidlator must be augmented as provided herein.

(b) The required reserves applicable to the deferred annuity retirement allowance, determined as of the date the
benefit begins to accrue using an appropriate mortality table and an interest assumption of six percent, must be
augmented from the first of the month following the termination of active service, or July 1, 1973, whichever is
later, to the first day of the month in which the annuity allowance begl ns to accrue a the foIIOW| nq annueilv

compounded rate 6

rate period
(1) five percent until January 1, 1981
(2) three percent from January 1, 1981, or from thefirst day

of the month following the termination
of active service, whichever islater, until
January 1 of the year in which the former
legidator attains age 55

(3) five percent from the period end date under clause (2)
to the effective date of retirement.

Sec. 17. Minnesota Statutes 2004, section 3A.02, subdivision 5, is amended to read:

Subd. 5. [OPTIONAL ANNUITIES] (a) The board of directors shall establish an optional retirement annuity in
the form of a joint and survivor annuity and an optiona retirement annuity in the form of a period certain and life
thereafter. Except as provided in paragraph (b), these optional annuity forms must be actuarially equivalent to the
normal annuity allowance computed under this section, plus the actuarid value of any surviving spouse benefit
otherwise potentially payable at the time of retirement under section 3A.04, subdivision 1. An individual selecting
an optional annuity under this subdivision waives and the person's spouse waive any rights to surviving spouse
benefits under section 3A.04, subdivision 1.
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(b) If aretired legidator selects the joint and survivor annuity option, the retired legislator must receive a normal
single-life annuity allowance if the designated optiona annuity beneficiary dies before the retired legidator and no
reduction may be made in the annuity to provide for restoration of the normal single-life annuity allowance in the
event of the death of the designated optiona annuity beneficiary.

(c) The surviving spouse of a legidator who has attained at least age 60 and who dies while a member of the
legidature may eect an optional joint and survivor annuity under paragraph (a), in lieu of surviving spouse benefits
under section 3A.04, subdivision 1.

Sec. 18. Minnesota Statutes 2004, section 3A.03, subdivision 1, is amended to read:

Subdivision 1. [PERCENTAGE.] () Every member of the legidature shal contribute nine percent of total
salary;.

(b) The contribution must be made by payroll deduction,—+te and must be paid into the state treasury and
deposited in the general fund. H-shal-bethe-duty-of

(¢) Thedirector te must record the periodic contributions of each member of the legidature and must credit such
each contribution to the member's account.

Sec. 19. Minnesota Statutes 2004, section 3A.03, subdivision 2, is amended to read:

Subd. 2. [REFUND.] (a) A former member who has made contributions under subdivision 1 and who is no
longer a member of the legidature is entitled to receive, upon written application to the executive director on aform
prescribed by the executive director, a refund from the general fund of all contributions credited to the member's
account with interest computed as provided in section 352.22, subdivision 2.

(b) The refund of contributions as provided in paragraph (a) terminates all rights of a former member of the
legislature and the survivors of the former member under this chapter.

(c) If the former member of the legidlature again becomes a member of the legidature after having taken arefund
as provided in paragraph (@), the member must-be-considered is a rew member of this-plan the unclassified
employees retirement program of the Minnesota State Retirement System.

(d) However, the member may reinstate the rights and credit for service previousdly forfeited under this chapter if
the member repays all refunds taken, plus interest at an annual rate of 8.5 percent compounded annually from the
date on which the refund was taken to the date on which the refund isrepaid.

{d} (e) No person may be required to apply for or to accept arefund.
Sec. 20. Minnesota Statutes 2004, section 3A.04, subdivision 1, is amended to read:

Subdivison 1. [SURVIVING SPOUSE.] (a) Upon the death of a member of the legidature while serving as
Sdeh amember eﬁer—June%O—lQ?% or upon the death of aformer member of the Ieglslature Wlth at least theﬂumbeﬁ

regular legisative sess ons, the surviving spouse she\tl—bepald isentitled to asurvivor benefit m%heameunt_ef

(b) The surviving spouse benefit is one-haf of the retirement alowance of the member of the legidature
computed as though the member were at least normal retirement age on the date of death and based upon the
member's alowabl e service or upon eight years, whichever is greater. The augmentation provided in section 3A.02,
subdivision 4, if applicable, shalt must be applied for the period up to, and induding, the month of death.
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() Upon the death of a former legidator receiving a retirement alowance, the surviving spouse shal-be is
entitled to one-haf of the amount of the retirement allowance being paid to the legidator. Sueh

(d) The surviving spouse benefit shal-be-paid-during is payable for the lifetime of the surviving spouse.
Sec. 21. Minnesota Statutes 2004, section 3A.04, subdivision 2, is amended to read:

Subd. 2. [DEPENDENT CHILDREN.] (a) Upon the death of a member of the legislature while serving as a
member, or upon the death of aformer member of the Ieglslature who has rendered at least theﬂumber—ef six full

legidative sessions and who was not receivi ng a retirement allowance each dependent child of the me member or
former legidator shal-be is entitled to receive a survivor benefit in the following amount:

(1) for the first dependent child, a monthly alewance-which-equals benefit equal to 25 percent of the monthly
retirement alowance of the member of the legidature or the former legislator computed as though the member or
the former legidator had attained at least the normal retirement age on the date of death and based upon the average
monthly salary as of the date of death or as of the date of termination, whichever is-appheable applies, and the
member's allowabl e service or eight years, whichever is gredter;

(2) for each additiona dependent child, a monthly aHewanee-which-equals benefit equal to 12-1/2 percent of the
monthly retirement allowance of the member or the former legidator computed as provided in the-case-ef-the-first
ehitd clause (1); but and

(3) the total amount paid to the surviving spouse and to the dependent child or children shall may not exceed, in
any one month, 100 percent of the monthly retirement allowance of the member or of the former legidator computed
as provided in the-caseef-the firs-ehild clause (1).

(b) The augmentation provided in section 3A.02, subdivision 4, if applicable, shal-be-applied applies from the
first day of the month next following the date of the termination of the person from service as a member of the
legidature to the month of the death of the person.

(¢) Upon the death of a former legidator who was receiving a retirement allowance, the a surviving dependent
child shall-be is entitled to the applicable percentage specified abeve in paragraph (a), clause (1) or (2), whichever
applies, of the amount of the allowance which was paid to the former legidator for the month immediately prier-to
before the date of death of the former legidator.

(d) The payments for dependent children shat must be made to the surviving spouse or to the guardian of the
estate of the dependent children, if thereisone.

Sec. 22. Minnesota Statutes 2004, section 3A.04, subdivision 3, is amended to read:
Subd. 3. [PAYMENT.] The surviving spedse's spouse and dependent ehitdren's child or children survivor

benefits payable under this section shall-be-paid are payable by the director monthly in the same manner as
retirement allowances are authorized to be paid by this chapter.

Sec. 23. Minnesota Statutes 2004, section 3A.04, subdivision 4, is amended to read:

Subd. 4. [DEATH REFUNDS] (a) Upon the death of a member of the legidature or of a former legislator who
was not receiving a retirement alowance; without leaving either a surviving spouse or a dependent child or
dependent children, the last designated beneficiary named on a form that was filed with the director before the death
of the legidator, or if no designation is filed, the estate of the member or the former legidator, upon application,
shalh-be is entitled to arefund.
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(b) Therefund is the amount of contributions credited to the person's account plusinterest as provided in section
3A.03, subdivision 2, elause{2)} paragraph (a).

Sec. 24. Minnesota Statutes 2004, section 3A.04, is amended by adding a subdivision to read:

Subd. 5. [APPROPRIATION.] The survivor benefits and the death refunds authorized by this section are

appropriated to the director from the genera fund when they are due and payable.

Sec. 25. Minnesota Statutes 2004, section 3A.05, is amended to read:
3A.05[APPLICATION FOR SURVIVOR BENEFIT.]

(a) Applications for survivor benefits pursdantto under section 3A.04 shall must be filed with the director by the
surviving spouse and dependent child or children entitled to benefits pursuant-to under section 3A.04, or by the
guardian of the estate, if thereis one, of the dependent child or children.

(b) Survivor benefits shall accrue as of the first day of the month following the death of the member of the
legislature or former legidlator and payments shalk commence as of the first of the month next following the filing of

the appli catl on, and shal-be are retroactl veto the date the beneflt accrueﬁ—prevrded—he\ﬁe\;er—th%qepaymem

application is filed with the director, whichever §eerller

Sec. 26. Minnesota Statutes 2004, section 3A.07, is amended to read:
3A.07 [APPLICATION.]

(a) Except as provided in paragraph (b), this chapter applies to members of the legidature in service after July 1,
1965, who otherwise meset the requirements of this chapter.

(b) Members of the legislature who were eected for the first time after June 30, 1997, or members of the
legidature who were elected before July 1, 1997, and who, after July 1, 1998, eect not to be members of the plan
established by this chapter are covered by the unclassified employees retirement program governed by chapter
352D.

(c) The post-July 1, 1998, coverage election under paragraph (b) is irrevocable and must be made on a form
prescribed by the director. The second chance referendum election under Laws 2002, chapter 392, article 15, alsois
irrevocable.

Sec. 27. Minnesota Statutes 2004, section 3A.10, subdivision 1, is amended to read:

Subdivision 1. [SERVICE CREDIT FOR LEGISLATIVE TERM.] (@) In the case of a member of the house of
representatives, one full term of office shal must be considered two full years of service, notwithgtanding the fact
that the oath of office may-be was taken on different days each biennium.

(b) In the case of a member of the senate, one full term of office shalt must be considered four full years of
service, notwithstanding the fact that the oath of office may-be was taken on different days at the start of each term.

(¢) For purposes of this chapter, a legidative term shall must be deemed to commence on January st 1 and to
end on December 31st 31.
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Sec. 28. Minnesota Statutes 2004, section 3A.12, is amended to read:
3A.12 [COVERAGE BY MORE THAN ONE RETIREMENT SYSTEM OR ASSOCIATION.]

Subdivision 1. [ENTITLEMENT TO ANNUITY.] (a) Any legisator who has been an-employee-covered-by a
member of aretirement plan listed in paragraph (b) is entitled, when otherwise qualified, to a retirement allowance
or annuity from each plan if the total allowable service in all plans or in any two of these plans totals ten or more
years.

(b) This section applies to any retirement plan or program administered by the Minnesota State Retirement
System, or a—member—of any retirement plan administered by the Public Employees Retirement Association,
including the Public Employees Retirement Association police and fire fund, or the Teachers Retirement
Association, or the Minneapolis employees retirement Fund plan, or the State Patrol retirement furd plan, or any
other public employee retirement system in the state of Minnesota having a like provision but-excluding-aH.

(€) This section does naot apply to other furds retirement plans providing benefits for police or firefighters—shalt

A

(d) No portion of the allowable service upon which the retirement annuity from one fund plan is based is again
used in the computation for benefits from another fund plan. The annuity from each fund-shall plan mug be
determined by the appropriate provisions of the law, except that the requirement that a person must have at-teast-ten
aminimum number of years of allowable service in the respective system or association shalk does not apply for the
purposes of this section previded if the combined service in two or more of these furds plans equals ten or more
years. The augmentation of deferred annuities provided in section 3A.02, subdivision 4, shal-apply applies to the
annuities accruing hereunder under this section.

Subd. 2. [REFUND REPAYMENT.] Any A former legislator who has received a refund as provided in section
3A.03, subdivision 2, who is a currently contributing member of a retirement fund plan specified in subdivision 1,
paragraph (b), may repay the refund as provided in section 3A.03, subdivision 2. Ary A member of the legidature
who hasreceived arefund from any of the funds retirement plans specified in subdivision 1; may repay the refund to
the respective fund plan under such terms and conditions consistent with the law governing sueh-fund the retirement
plan if the law governing sueh-fund the plan permits the repayment of refunds. [f the total amount to be repaid,
including principa and interest exceeds $2,000, repayment may be made in three equal installments over a period of
18 months, with the interest accrued during the period of the repayment added to the final ingtalment.

Sec. 29. Minnesota Statutes 2004, section 3A.13, is amended to read:

3A.13[EXEMPTION FROM PROCESS AND TAXATION; HEALTH PREMIUM DEDUCTION.]

(a) The provisions of section 352.15 shalt apply to the legidators retirement plan, chapter 3A.

(b) The executive director of the Minnesota State Retirement System must, at the request of a retired legislator
who is enrolled in a health insurance plan covering state employees, deduct the person's health insurance premiums

from the person's annuity and transfer the amount of the premium to a health insurance carrier covering state
employees.
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Sec. 30. [352C.001] [RETIREMENT PLAN; APPLICATION.]

(@) The retirement plan applicable to a former constitutional officer who was first elected to a constitutional

office after July 1, 1967, and before July 1, 1997, is the applicable portions of this chapter and chapter 356 in effect
on the date on which the person terminated active service as a constitutional officer.

(b) Nothing in this section or section 31 or 77, subdivision 2, is intended to reduce the benefits of former
congtitutional officers or to adversely modify their eigibility for benefits in effect as of the day before the effective
date of this section.

Sec. 31. Minnesota Statutes 2004, section 352C.091, subdivision 1, is amended to read:

Subdivision 1. [ADMINISTRATIVE AGENCY AND STANDARDS.] Fhis-chapter (a) The dected officers
retirement plan must be administered by the board of directors and the executive director of the Minnesota State
Retirement System.

(b) The elected state officers retirement plan must be administered consistent with this-chapter the applicable
statutory provisions governing the plan and chapters 356 and 356A.

Sec. 32. Minnesota Statutes 2004, section 352C.10, is amended to read:
352C.10 [BENEFIT ADJUSTMENTS]

Retirement allowances payable to retired constitutional officers pursdantte-section-352C.031 and surviving
spouse benefits payabl e pursuant-to-section-352C.04,-shall must be adjusted in the same manner, at the same times
and in the same amounts as are benefits payabl e from the Minnesota postretirement investment fund to retirees of a
participating public penson fund.

Sec. 33. Minnesota Statutes 2004, section 352D.02, subdivison 1, is amended to read:

Subdivision 1. [COVERAGE.] (a) Employees enumerated in paragraph (c), clauses (2), (3), (4), and (6) to (14),
if they are in the unclassified service of the state or Metropolitan Council and are digible for coverage under the
general gtate employees retirement plan under chapter 352, are participants in the unclassified plan under this
chapter unless the employee gives notice to the executive director of the Minnesota State Retirement System within
one year following the commencement of employment in the unclassified service that the employee desires coverage
under the general state employees retirement plan. For the purposes of this chapter, an employee who does not file
notice with the executive director is deemed to have exercised the option to participate in the unclassified plan.

(b) Persons referenced in paragraph (c), elauses-{31)-and clause (5), are participants in the unclassified program
under this chapter unlessthe person iseligibleto el ect different coverage under section 3A.07 er-352C.011 and;after
July-1.-1998,-elects el ected retirement coverage by the applicable alternative retirement plan. Persons referenced in
paragraph (c), clause (15), are participants in the unclassified program under this chapter for judicial employment in
excess of the service credit limit in section 490.121, subdivision 22.

(c) Enumerated employees and referenced persons are:
(1) the governar, the lieutenant governor, the secretary of state, the state auditor, and the attorney genera;

(2) an employee in the Office of the Governor, Lieutenant Governor, Secretary of State, State Auditor, Attorney
General;
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(3) an employee of the State Board of Investment;

(4) the head of a department, division, or agency created by statute in the unclassified service, an acting
department head subsequently appointed to the position, or an employee enumerated in section 15A.0815 or
15A.083, subdivision 4;

(5) amember of the legidature;

(6) a full-time unclassified employee of the legidature or a commission or agency of the legidature who is
appointed without a limit on the duration of the employment or a temporary legidative employee having shares in
the supplemental retirement fund as a result of former employment covered by this chapter, whether or not digible
for coverage under the Minnesota State Retirement System;

(7) a person who is employed in a position established under section 43A.08, subdivision 1, clause (3), or in a
position authorized under a statute creating or establishing a department or agency of the state, which is at the
deputy or assistant head of department or agency or director levd;

(8) the regional administrator, or executive director of the Metropolitan Council, generd counsdl, division
directors, operations managers, and other positions as designated by the council, all of which may not exceed 27
positions at the council and the chair;

(9) the executive director, associate executive director, and not to exceed nine positions of the Higher Education
Services Office in the unclassified service, as designated by the Higher Education Services Office before January 1,
1992, or subsequently redesignated with the approval of the board of directors of the Minnesota State Retirement
System, unless the person has el ected coverage by the individual retirement account plan under chapter 354B;

(10) the clerk of the appellate courts appointed under article VI, section 2, of the Congtitution of the state of
Minnesota;

(11) the chief executive officers of correctiona facilities operated by the Department of Corrections and of
hospitals and nursing homes operated by the Department of Human Services;

(12) an employee whose principal employment is at the state ceremonial house;
(13) an employee of the Minnesota Educational Computing Corporation;

(14) an employee of the State Lottery who is covered by the managerial plan established under section 43A.18,
subdivision 3; and

(15) a judge who has exceeded the service credit limit in section 490.121, subdivision 22.
Sec. 34. Minnesota Statutes 2004, section 355.01, subdivision 3e, is amended to read:

Subd. 3e. [JUDGE.] "Judge" means ajudge as defined in section 490.121, subdivision 3 21a.
Sec. 35. Minnesota Statutes 2004, section 356.65, subdivision 2, is amended to read:

Subd. 2. [DISPOSITION OF ABANDONED AMOUNTS.] Any unclamed public penson fund amounts
existing in any public pension fund are presumed to be abandoned, but are not subject to the provisions of sections
345.31 t0 345.60. Unless the benefit plan of the public pension fund specifically provides for a different disposition
of unclaimed or abandoned funds or amounts, any unclaimed public pension fund amounts cance and must be
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credited to the public pension fund. If the unclaimed public pension fund amount exceeds $25 and the inactive or
former member again becomes a member of the applicable public pension plan or applies for a retirement annuity
under section 3A.12, 352.72, 352B.30, 352C.05%; 353.71, 354.60, 356.30, or 422A.16, subdivision 8, whichever
applies, the canceled amount must be restored to the credit of the person.

Sec. 36. Minnesota Statutes 2004, section 490.121, subdivision 1, isamended to read:

Subdivision 1. [SCOPE.] For purposes of sections 490.121 to 490.132, unless the context clearly indicates
otherwise, each of the terms defined in this section have has the meanings meaning given them-untess-the-context

clearhy-thdieates-etherwise it

Sec. 37. Minnesota Statutes 2004, section 490.121, is amended by adding a subdivision to read:

Subd. 2a. [ACTUARIAL EQUIVALENT.] "Actuarial equivalent" means the condition of one annuity or benefit
having an equa actuarial present value as another annuity or benefit, determined as of a given date with each
actuaria present value based on the appropriate mortality table adopted by the board of directors of the Minnesota
State Retirement System based on the experience of the fund as recommended by the actuary retained under section
356.214 and approved under section 356.215, subdivison 18, and using the applicable preretirement or
postretirement interest rate assumption specified in section 356.215, subdivision 8.

Sec. 38. Minnesota Statutes 2004, section 490.121, subdivision 4, isamended to read:

Subd. 4. [ALLOWABLE SERVICE.] (a) "Allowable service" means any calendar month, subject to the service
credit limit in subdivision 22, served as a judge a any time, er during which the judge received compensation for
that service from the state, municipality, or county, whichever applies, and for which the judge made any required
member contribution. It also includes any month served as areferee in probate for al refereesin probate who were
in office prier-to before January 1, 1974.

(b) "Allowabl e service" does not mean service asaretired judge.

Sec. 39. Minnesota Statutes 2004, section 490.121, subdivision 6, is amended to read:

Subd. 6. [ANNUITY.] "Annuity" means the payments that are made each year to an annuitant from the judges
retirement fund-pursdant-to-theprovisions-of under sections 490.121 to 490.132.

Sec. 40. Minnesota Statutes 2004, section 490.121, subdivision 7, isamended to read:

Subd. 7. JANNUITANT.] "Annuitant" means a former judge, a surviving spouse, or a dependent child who is
entitled to and isreceiving an annuity under the-previsions-of sections 490.121 to 490.132.

Sec. 41. Minnesota Statutes 2004, section 490.121, is amended by adding a subdivision to read:

Subd. 7a. [APPROVED ACTUARY.] "Approved actuary” means an actuary as defined in section 356.215,
subdivision 1, paragraph (c).

Sec. 42. Minnesota Statutes 2004, section 490.121, is amended by adding a subdivision to read:

Subd. 7b. [COURT.] "Court" means any court of this gate that is established by the Minnesota Constitution.
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Sec. 43. Minnesota Statutes 2004, section 490.121, is amended by adding a subdivision to read:

Subd. 7c. [DEPENDENT SURVIVING CHILD.] "Dependent surviving child" means any natural or adopted

and who is a full-time student throughout the normal school year, is unmarried, and is actually dependent for more
than one-haf of the child's support upon the judge for a period of at least 90 days before the judge's death. It dso
includes any natural child of the judge who was born after the death of the judge.

Sec. 44. Minnesota Statutes 2004, section 490.121, subdivision 13, is amended to read:

Subd. 13. [DISABILITY.] "Disability" means the permanent inability of a judge to continue to perform the
functions of judge by reason of a physical or mental impairment resulting from a sickness or an injury.

Sec. 45. Minnesota Statutes 2004, section 490.121, subdivision 14, isamended to read:

Subd. 14. [DISABILITY RETIREMENT DATE.] "Disahility retirement date' means the last day of the first
month after the date on which the governor determines, upon receipt of the voluntary application by the judge or
otherwise, that a judge suffers from a disability.

Sec. 46. Minnesota Statutes 2004, section 490.121, subdivision 15, is amended to read:

Subd. 15. [DISABILITY RETIREMENT ANNUITY.] "Disability retirement annuity” means an annuity to
which a judge is entitled under section 490.124, subdivisions 1 and 4, after the retirement for-reason of the judge
because of a disahility.

Sec. 47. Minnesota Statutes 2004, section 490.121, is amended by adding a subdivision to read:

judge attains the age of 60 but before the judge reaches the norma retirement date.

Sec. 48. Minnesota Statutes 2004, section 490.121, is amended by adding a subdivision to read:

Subd. 15b. [EARLY RETIREMENT ANNUITY.] "Early retirement annuity” means an annuity to which a
judge is entitled under section 490.124, subdivisions 1 and 3, upon retirement by the judge at an early retirement
date.

Sec. 49. Minnesota Statutes 2004, section 490.121, subdivision 21, is amended to read:

Subd. 21. [FINAL AVERAGE COMPENSATION.] "Final average compensation" means the total amount of
the salary payable to ajudge in the highest five years out of the last ten years prior-to before the event-of-maturity-of
benetits termination of judicial service, divided by fiveprevided-howeverthat if the number of years of service by
the judge equals or exceeds ten. If the number of years of service by the judge is less than ten, but more than five,
the highest five shall years of salary must be counted-and. If the number of years of service by the judgeis|lessthan
five, the aggregate salary in-sueh for the period shalt of service must be divided by the number of monthsin sueh the
period and multiplied by 12.

Sec. 50. Minnesota Statutes 2004, section 490.121, is amended by adding a subdivision to read:

Subd. 21a. [JUDGE.] "Judge" means a judge or ajustice of any court as defined under subdivision 7b.
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Sec. 51. Minnesota Statutes 2004, section 490.121, is amended by adding a subdivision to read:

Subd. 21b. [JUDGES RETIREMENT FUND; RETIREMENT FUND; FUND.] "Judges retirement fund,”
"retirement fund," or "fund" meansthe fund created by section 490.123.

Sec. 52. Minnesota Statutes 2004, section 490.121, is amended by adding a subdivision to read:

Subd. 21c. [MANDATORY RETIREMENT DATE.] "Mandatory retirement date’ means the last day of the
month in which a judge has attained 70 years of age.

Sec. 53. Minnesota Statutes 2004, section 490.121, is amended by adding a subdivision to read:

Subd. 21d. [NORMAL RETIREMENT ANNUITY.] Except as otherwise provided in sections 490.121 to
490.132, "normal retirement annuity” means an annuity to which a judge is entitled under section 490.124,
subdivision 1, upon retirement on or after the normal retirement date of the judge.

Sec. 54. Minnesota Statutes 2004, section 490.121, is amended by adding a subdivision to read:

Subd. 21le. [NORMAL RETIREMENT DATE.] "Normal retirement date' means the last day of the month in
which ajudge attains the age of 65.

Sec. 55. Minnesota Statutes 2004, section 490.121, subdivision 22, is amended to read:

Subd. 22. [SERVICE CREDIT LIMIT.] "Service credit limit" means the greater of: (1) 24 years of alowable
service under this chapter 490; or (2) for judges with allowable service rendered priorto before July 1, 1980, the
number of years of allowable service under chapter 490, which, when multiplied by the percentage listed in section
356.315, subdivision 7 or 8, whichever is applicable to each year of service, equals 76.8.

Sec. 56. Minnesota Statutes 2004, section 490.121, is amended by adding a subdivision to read:

Subd. 23. [SURVIVING SPOUSE.] "Surviving spouse” means the surviving legally married spouse of a
deceased judge.

Sec. 57. Minnesota Statutes 2004, section 490.121, is amended by adding a subdivision to read:

Subd. 24. [SURVIVOR'S ANNUITY.] "Survivor's annuity” means an annuity to which a surviving spouse or
dependent child is entitled under section 490.124, subdivision 9.

Sec. 58. Minnesota Statutes 2004, section 490.122, is amended to read:
490.122 [ADMINISTRATION OF JUDGES RETIREMENT ]

Subdivision 1. [ADMINISTRATION.] The policy-making, management, and administrative functions
governing the operation of the judges retirement fund and the adminigtration of sections-490-121-t6-490-132 this
chapter are vested in the board of directors and executive director of the Minnesota State Retirement System with
sueh. In adminigtering the plan and fund, the board and the director have the same duties, authority, and
responsibility as are provided in chapter 352.

Subd. 2. [INAPPLICABILITY OF CERTAIN LAWS.] Except as otherwise specified, no provision of chapter
352 appliesto the judges retirement fund or any judge.
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Subd. 3. [FIDUCIARY RESPONSIBILITY.] Fiduciary activities of relating to the uniform judges retirement
and-Survivers-Annditiesfor-Jdudges plan must be undertaken in amanner consistent with chapter 356A.

Sec. 59. Minnesota Statutes 2004, section 490.123, subdivision 1, isamended to read:

Subdivision 1. [FUND CREATION; REVENUE AND AUTHORIZED DISBURSEMENTS.] (@) There is
created a special fund to be known asthe "judges’ retirement fund.”

(b) The judges retirement fund must be credited with al contributions;; all interest, dividends, and other
investment proceeds; and all other income authorized by this chapter or other applicable law.

(¢) From this fund there are appropriated the payments authorized by sections 490.121 to 490.132, in the
amounts and at the times provided, including the necessary and reasonable expenses of the Minnesota State
Retirement System in administering the fund and the transfers to the Minnesota postretirement investment fund.

Sec. 60. Minnesota Statutes 2004, section 490.123, subdivision 1a, is amended to read:

Subd. la. [MEMBER CONTRIBUTION RATES.] (a) A judge who is covered by the federal Old Age,
Survivors, Disability, and Health Insurance Program and whose service does not exceed the service credit limit in
section 490.121, subdivision 22, shall contribute to the fund from each salary payment a sum equa to 8.00 percent
of salary.

{e) The contribution under this subdivision is payable by salary deduction. The deduction must be made by the

state court administrator under section 352.04, subdivisions 4, 5, and 8.

Sec. 61. Minnesota Statutes 2004, section 490.123, subdivision 1b, is amended to read:

Subd. 1b. [EMPLOYER CONTRIBUTION RATE.] () The employer contribution rate to the fund on behalf of
ajudge is 20.5 percent of salary and. The employer obligation continues after a judge exceeds the service credit
limit in section 490.121, subdivision 22.

(b) The employer contribution must be paid by the state court administrator and. The employer contribution is
payabl e at the same time as member contributions are made under subdivision 1a or as employee contributions are
made to the unclassified plan-ia program governed by chapter 352D for judges whose service exceeds the limit in
section 490.121, subdivision 22, are remitted.

Sec. 62. Minnesota Statutes 2004, section 490.123, subdivision 1c, is amended to read:

Subd. 1c. [ADDITIONAL EMPLOYER CONTRIBUTION.] Hthe-event-that If the employer contribution
under subdivision 1b and the assets of the judges retirement fund are insufficient to meet reserve transfers to the
Minnesota postretirement investment fund or payments of survivor benefits befere-Jduby1-1993 in a month, the
necessary amount is appropriated from the generd fund to the executive director of the Minnesota State Retirement
System, upon the certification of the required amount by the executive director to the commissioner of finance.

Sec. 63. Minnesota Statutes 2004, section 490.123, subdivision 2, is amended to read:
Subd. 2. [COMMISSIONER OF FINANCE.] The commissioner of finance shalh-be is the ex officio treasurer of

the judges retirement fund and-the. The commissioner's generd bond to the state shalt must be se conditioned as to
cover al liability for acting as the treasurer of this the fund. All meneys money received by the commissioner
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pupsclmt—te under this section shaH must be set asidein the state treasury to the credlt of the judges retlrement fund.

Sec. 64. Minnesota Statutes 2004, section 490.123, subdivision 3, isamended to read:

Subd. 3. [INVESTMENT.] (a) The executive director referred-to-in—sdbdivisien—2 of the Minnesota State
Retirement System shall, from time to time, certify to the State Board of Investment such portions of the judges
retirement fund asin the director's judgment may not be required for immediate use.

(b) Assets from the judges' retirement fund shalt must be transferred to the Minnesota postretirement investment
fund for retirement and disability benefits as provided in sections 11A.18 and 352.119.

(¢) The State Board of Investment shall thereupon invest and reinvest sums so transferred, or certified, in such
securities as are duly authorized legal investments for such purposes under section 11A.24 in compliance with
sections 356A.04 and 356A.06.

Sec. 65. Minnesota Statutes 2004, section 490.124, subdivision 1, isamended to read:

Subdivision 1. [BASIC RETIREMENT ANNUITY.] (a) Except as qualified hereinafter from and after the
mandatory retirement date, the normal retirement date, the early retirement date, or one year from the disability
retirement date, as the case may be, aretiring judge is €igible to receive a retirement annuity shal-be-payableto-a
retiringjudge from the judges retirement fund .

(b) The retirement annuity is an amount equal to: (1) the percent specified in section 356.315, subdivision 7,
multiplied by the judge's final average compensation with that result then multiplied by the number of years and
fractions of years of allowable service rendered prierto before July 1, 1980; plus (2) the percent specified in section
356.315, subdivision 8, multiplied by the judge's final average compensation with that result then multiplied by the
number of years and fractions of years of allowable service rendered after June 30, 1980.

() Service that exceeds the service credit limit in section 490.121, subdivision 22, must be excluded in
calculating the retirement annuity, but the compensation earned by the judge during this period of judicial service
must be used in determining ajudge's fina average compensation and cal culating the retirement annuity.

Sec. 66. Minnesota Statutes 2004, section 490.124, subdivision 2, is amended to read:
Subd. 2. [MINIMUM SERVICE REQUIREMENT;:-EXTFENSION-OFTERM.] Ne (a) Unless section 356.30

applies, ajudge shal-be is not eigible for an annuity at the normal retirement date or the early retirement date if the
judge hasless than five years of allowable service.

(b) A judge who shal-retire retires on or, as permitted under sections 490.121 to 490.132, after the judge's
mandatory retirement date, shalh-be is entitled to a proportionate annuity based upon the dlowable service of the
judge at the date of retirement.
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Sec. 67. Minnesota Statutes 2004, section 490.124, subdivision 3, isamended to read:

Subd. 3. [EARLY REDUCED RETIREMENT.] The retirement annuity previded-by under subdivision 1 of any
judge electing who elects to retire at an early retirement date shall must be reduced by one-half of one percent per
month from the retirement date to the normal retirement date.

Sec. 68. Minnesota Statutes 2004, section 490.124, subdivision 4, is amended to read:

Subd. 4. [DISABILITY RETIREMENT.] (a8) When the governor determines that a judge is disabled under
section 490.121, subdivision 13, notice of the governor's determination must be sent to the judge, the chief justice of

the Supreme Court, the state court administrator, and the executive director of the Minnesota State Retirement

System.

(b) From and after disability retirement date, a disabled judge shal-be is entitled to continuation of the judge's
full salary payable by the judge's employer, asif the judge's office were not vacated by retirement, for a period of up
to one full year, but in no event beyond the judge's mandatory retirement date. During this year the judge wiH is
entitled to earn additional service credit in the judges retirement plan. The salary earned-witbe payable to a
disabled judge is subject to retirement deductions and wit must be included in computing find average
compensation of the judge. Fhereafter

retlrement date, whichever is earller the disabled judge is entitled to a disability retirement a annuity computed as
provided in subdivision 1 shall-be-paid,providedthat. |f the computed retirement annuity is a smaller amount, the
judge shal is entitled to receive aminimum annuity of 25 percent of the judge's fina average compensation.

Sec. 69. Minnesota Statutes 2004, section 490.124, subdivision 5, is amended to read:

Subd. 5. [DEFERRED BENEFITS] (a) Any A benefit to which ajudge is entitled under this section may be
deferred until the early or normal retirement date or later, notwithstanding the termination of sueh the judge's service
prior thereto.

(b) The retirement annuity of, or the survivor benefit payable on behalf of, a former judge, who terminated
service before July 1, 1997, which is not first payable until after June 30, 1997, must be increased on an actuarial
equivalent basis to reflect the change in the postretirement interest rate actuarial assumption under section 356.215,
subdivision 8, from five percent to six percent under a calculation procedure and tables adopted by the board of
directors of the Minnesota State Retirement System and approved by the actuary retained by-the-Legidative
Commission-on-Pengens-and-Retirement under section 356.214.

Sec. 70. Minnesota Statutes 2004, section 490.124, subdivision 8, is amended to read:

Subd. 8. [EXCLUSIVE NORMAL RETIREMENT BENEFITS.] Anry (a) Except as provided in paragraph (b), a
judge who retires after December 31, 1973, shalk-be is entitled to a retirement pension, retirement compensation or
other retirement payment under statutes applicable solely to judges pursdant-to under this section only—exeept-that

any-sdeh.

(b) A judge who was in office prierte before January 1, 1974, who retires at or after normal retirement age may
then elect to receive during the judge's lifetime a normal retirement annuity computed on the basis of retirement
compensation provided for such judge under statutes in effect on December 31, 1973, in lieu of the amount of
normal retirement annuity otherwise computed under sections 490.121 to 490.132.
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Sec. 71. Minnesota Statutes 2004, section 490.124, subdivision 9, is amended to read:

Subd. 9. [SURVIVORS ANNUITY ] (a) Upon the death of a judge prierte before retirement, or upon the death
of a person who has qudified for an annuity under this section but who ceases to be a judge prierto before
retirement and has who not received a refund of contributions pursuant-te under subdivision 12, a surviving spouse
isentitled to, or, if there be no surviving spouse, dependent children, shalt are entitled to receive an annuity, payable
monthly, equal in total to 60 percent of the normal retirement annuity which would have been payable to the judge
or former judge had the date of death been the normal retirement date-previded-that-the.

(b) The annuity payable to a surviving spouse or to dependent children shaHreceive-an-anndity is an amount of
not less than 25 percent of the judge's or the former judge's final average compensation.

Sec. 72. Minnesota Statutes 2004, section 490.124, subdivision 10, is amended to read:

Subd. 10. [PRIOR SURVIVORS BENEFITS; LIMITATION.] (a) Benefits provided pursdant—te under
Minnesota Statutes 2004, section 490.102, subdivision 6, or 490.1091, for a surviving spouse of a retired judge,
payabl e after the death of the judge, shal-be arelimited to:

{8) spouses of judges who have retired priorto before January 1, 1974:-and.

No other judge in office on or after January 1, 1974, shalbe is required to contribute pursdant-to under
Minnesota Statutes 2004, section 490.102, subdivision 6, or 490.109.

Sec. 73. Minnesota Statutes 2004, section 490.124, subdivision 11, is amended to read:

Subd. 11. [LIMITATION ON SURVIVOR BENEFITS; OPTIONAL ANNUITIES] (a) No survivor or death
benefits may be paid in connection with the death of a judge who retires after December 31, 1973, except as
otherwise provided in sections 490.121 to 490.132.

(b) Except as provided in subdivision 10, a judge may e ect to receive, instead of the normal retirement annuity,
an optional retirement annuity in the form of either (1) an annuity payable for a period certain and for life after that
period, (2) a joint and survivor annuity without reinstatement in—the—event—of if the designated beneficiary
predeceasing predeceases the retired judge, or (3) ajoint and survivor annuity with reinstatement in-the-event-of if
the designated beneficiary predeceasing predeceases the retired judge.

(c) An optional retirement annuity must be actuarially equivalent to asingle-life annuity with no term certain and
must be established by the board of directors of the Minnesota State Retirement System. In establishing these
optlonal retlrement “annuity forms, the board shall obtain the written recommendation of the actuary retained by-the

> Retirement under section 356.214. The recommendations must be
retained ned asa part of the permanent records of the board.
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Sec. 74. Minnesota Statutes 2004, section 490.124, subdivision 12, is amended to read:

Subd. 12. [REFUND.] (a) A person who ceases to be a judge but-who-does-net-gualify-for-aretirement-annuity
or—otherbenefit-under—section-490-121 is entitled to a refund in an amount that is equal to al of the member's

employee contributions to the judges retirement fund plus interest computed under section 352.22, subdivision 2.

(b) A refund of contributions under paragraph (a) terminates all service credits and dl rights and benefits of the
judge and the judge's survivors under this chapter.

(c) A person who becomes a judge again after taking a refund under paragraph (a) may reinstate the previoudy
terminated allowable service eredits credit, rights, and benefits by repaying the total amount of the previoudy
received refund. The refund repayment must include interest on the total amount previously received at an annual
rate of 8.5 percent, compounded annually, from the date on which the refund was received until the date on which
therefund isrepaid.

Sec. 75. Minnesota Statutes 2004, section 490.124, subdivision 13, is amended to read:

Subd. 13. [DEATH REFUND.] If a judge who has not received other benefits under this chapter dies and there
are no survivor benefits payable under this chapter, arefund plus interest as provided in subdivision 12 is payable to
the last designated beneficiary named on a form filed with the director before the death of the judge, or, if no
designation is on file, therefund-ispayable to the estate of the deceased judge.

Sec. 76. Minnesota Statutes 2004, section 490.125, subdivision 1, isamended to read:

Subdivision 1. [MANDATORY RETIREMENT AGE.] Except as otherwise provided in sections 490.121 to
490.132, each a judge shall retire terminate active service as a judge on the judge's mandatory retirement date.

Sec. 77. Minnesota Statutes 2004, section 490.125, subdivision 2, is amended to read:

Subd. 2. [EXCEPTION.] B
and-490-12-subdivision-2; Any judgein offlce on December 31, 1973 who shall have attal ned 70 years of age on or
prior to such date shall retire upon the expiration of the term of office of such judge.

Sec. 78. Minnesota Statutes 2004, section 490.126, is amended to read:
490.126 [PROCEDURES|]

Subdivision 1. [COMPULSORY RETIREMENT.] Proceedings for compulsory retirement of a judge, if
necessary, shall must be conducted in accordance with rulesissued by the Supreme Court pursuant-to under section
490:16 490A.02.

Subd. 2. [VACANCIES.] Any judge may make written application to the governor for retirement. The governor
thereupon shall direct the judge's retirement by written order which, when filed in the Office of the Secretary of
State, shall-effect effects a vacancy in the office to be filled as provided by law.

Subd. 3. [APPLICATION FOR ANNUITY OR REFUND.] An application for an annuity or a refund under
sections 490.121 to 490.132 may be made by the potential annuitant or by someone authorized to act for the
potential annuitant. Every application for an annuity or refund, with accompanied by a proof of age and by arecord
of years of service when required, shal must be submitted to the geverning—boedy executive director of the
Minnesota State Retirement System in aform prescribed by it the director.
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Subd. 4. [MANNER OF PAYMENT.] Unless otherwise specifically provided by statute or agreed upon by the
annuitant and the geverning-body board of directors of the Minnesota State Retirement System, annuities payable
under sections 490.121 to 490.132 shall mug be paid in the manner and at the intervals as prescribed by the
executive director of the Minnesota State Retirement System. The annuity shal-eease ceases with the last payment
received by the annuitant while living.

Subd. 5. [EXEMPTION FROM PROCESS; NO ASSIGNMENT.] None of the money, annuities, or other
benefits provided in this chapter is assignable either in law or equity or is subject to state estate tax, or to execution,
levy, attachment, garnishment, or other legal process, except as provided in section 518.58, 518.581, or 518.6111.

Sec. 79. Minnesota Statutes 2004, section 490.133, is amended to read:
490.133 [RETIREMENT; TRANSITION PROVISIONS; TRANSFER TO COURT OF APPEALS]]
(a) If ajudge to whom or to whose survivors benefits would be payable under Minnesota Statutes 2004, sections

490.101 to 490.12; is elected or appointed to the Court of Appeals, that judge and the judge's survivors—shalt
continueto be eigible for benefits under those sections and not under sections 490.121 to 490.132.

(b) In that the case of a judge to whom paragraph (a) applies, the service of the judge in the Court of Appeals
shall must be added to the prior service as district judge, probate judge, or judge of any other court of record in
determining digibility and the compensation of a judge of the Court of Appeals at the time of the judge's death,
disability, or retirement shal-be is the "compensation allotted to the office” for the purposes of calculating benefit
amounts.

(c) All other judges of the Court of Appeals and their survivors shal-be are subject to the retirement and
survivor's annuity provisions of sections 490.121 to 490.132.

Sec. 80. [490A.01] [BOARD OF JUDICIAL STANDARDS; ESTABLISHMENT.]
Subdivision 1. [ESTABLISHMENT; COMPOSITION.] The Board on Judicial Standards is established. The

Board on Judicial Standardsis a continuation of the board established by Laws 1971, chapter 909, sections 1 and 2,
as amended. For the purposes of this chapter, "board" means the Board on Judicial Standards.

arenot judges, retired judges, or lawyers.

(b) All members must be appointed by the governor with the advice and consent of the senate. Senate
confirmation is not required for judicial members.

Subd. 3. [TERM MAXIMUM; MEMBERSHIP TERMINATION.] No member may serve more than two full
four-year terms or their equivalent. Membership terminates if a member ceases to hold the position that qualified
the member for appointment.

Subd. 4. [MEMBER TERMS; COMPENSATION; REMOVAL.] The membership terms, compensation,
removal of members, and filling of vacancies on the board are as provided in section 15.0575.

Subd. 5. [EXECUTIVE SECRETARY APPOINTMENT; SALARY.] (a) The board shall appoint the executive
Secretary.
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(b) The sdlary of the executive secretary of the board is 85 percent of the maximum salary provided for an

adminigrative law judge under section 15A.083, subdivision 6a.

Sec. 81. [490A.02] [JUDICIAL STANDARDS BOARD; POWERS)]

Subdivision 1. [JUDICIAL DISQUALIFICATION.] A judge is disqualified from acting as a judge, without a
loss of salary, while there is pending an indictment or any information charging the judge with a crime that is
punishable as afelony under either Minnesota law or federal law, or while there is pending a recommendation to the
Supreme Court by the Board on Judicial Standards for the judge'sremoval or retirement.

Subd. 2. [JUDICIAL SUSPENSION.] On receipt of a recommendation of the Board on Judicial Standards or on
its own motion, the Supreme Court may suspend a judge from office without salary when the judge pleads guilty to

or any other crime that involves moral turpitude. If the conviction is reversed, the suspension terminates and the
judge must be paid a salary for the period of suspension. If the judge is suspended and the conviction becomes final,
the Supreme Court shall remove the judge from office.

Subd. 3. [JUDICIAL DISABILITY.] On receipt of a recommendation of the Board on Judicid Standards, the
Supreme Court may retire a judge for a disahility that the court determines seriousdly interferes with the performance
of thejudge'sdutiesand is or islikely to become permanent, and censure or remove a judge for an action or inaction

that may congtitute persistent failure to perform the judge's duties, incompetence in performing the judge's duties,
habitua intemperance, or conduct prejudicia to the administration of justice that brings the judicial office into

disrepute.

Subd. 4. [AUTHORITY TO REOPEN MATTERS.] The board is specifically empowered to reopen any matter
wherein any information or evidence was previoudy precluded by a statute of limitations or by a previoudy existing
provision of time limitation.

Subd. 5. [RETIREMENT STATUS!] (@) A judge who is retired by the Supreme Court must be considered to
have retired voluntarily.

(b) This section and section 490A.01 must not affect the right of a judge who is suspended, retired, or removed
under this section from qudifying for any pension or other retirement benefits to which the judge would otherwise
be entitled by law to receive.

Subd. 6. [ELIGIBILITY FOR JUDICIAL OFFICE; PRACTICE LAW.] A judge removed by the Supreme
Coaurt isindigible for any future service in ajudicial office. The guestion of theright of a removed judge to practice
law in this state must be referred to the proper authority for review.

Subd. 7. [SUPREME COURT RULES.] The Supreme Court shall make rules to implement this section.

Sec. 82. [490A.03] [PERSONS AFFECTED ]

The provisions of sections 490A.01 and 490A.02 apply to all judges, judicial officers, and referees.

Sec. 83. Minnesota Statutes 2004, section 525.05, is amended to read:
525.05 [JUDGE OR REFEREE; GROUNDS FOR DISQUALIFICATION.]
The following shall be grounds for disqualification of any judge or referee from acting in any matter: (1) That

the judge or the judge's spouse or any of either of their kin nearer than first cousin is interested as representative,
heir, devisee, legatee, ward, or creditor in the estate involved therein; (2) that it involves the validity or interpretation
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of awill drawn or witnessed by the judge; (3) that the judge may be a necessary withess in the matter; (4) that it
involves a property right in respect to which the judge has been engaged or is engaged as an attorney; or (5) that the
judge was engaged in a joint enterprise for profit with the decedent at the time of death or that the judge is then
engaged in a joint enterprise for profit with any person interested in the matter as representative, heir, devisee,
legatee, ward, or creditor. When grounds for disquaification exist, the judge may, and upon proper petition of any
person interested in the estate must, request another judge or a judge who has retired asprovided-in-section-490-12;
subdivisien-2; to act in the judge's stead in the matter.

Sec. 84. [REPEALER; EFFECT ON BENEFIT COVERAGE.]
Subdivision 1. [LEGISLATORS RETIREMENT PLAN; REPEALED AS OBSOLETE.] Minnesota Statutes

2004, sections 3A.01, subdivisions 3, 4, 6a, and 7; 3A.02, subdivision 2; 3A.04, subdivision 1a; and 3A.09, are
repealed.

Subd. 2. [ELECTIVE STATE OFFICERS RETIREMENT PLAN; REPEALED AS OBSOLETE.] Minnesota
Statutes 2004, sections 352C.01; 352C.011; 352C.021; 352C.031; 352C.033; 352C.04; 352C.051; 352C.09; and
352C.091, subdivisions 2 and 3, are repea ed.

Subd. 3. [JUDICIAL RETIREMENT PLANS; REPEALED AS OBSOLETE.] Minnesota Statutes 2004,
sections 490.021; 490.025; 490.101; 490.102; 490.103; 490.105; 490.106; 490.107; 490.108; 490.109; 490.1091;
490.12; 490.121, subdivisions 2, 3, 5, 8, 9, 10, 11, 12, 16, 17, 18, 19, and 20; 490.124, subdivision 6; and 490.132,
arerepealed.

Subd. 4. [JUDICIAL STANDARDS BOARD; REPEALED FOR RELOCATION AS MINNESOTA
STATUTES, CHAPTER 490A.] Minnesota Statutes 2004, sections 490.15, 490.16, and 490.18, arerepeal ed.

Subd. 5. [UNIFORM JUDICIAL RETIREMENT PLAN; NO BENEFIT DIMINISHMENT INTENDED;

retired |udqe~:.t_o retirement annuities or benefits asof J_uly 1 2005 as reflected i in therecords o_f the aneeota State
Retirement System. If the executive director of the Minnesota State Retirement System determines that any
provisions of sections 32 to 76 functions to modify, impair, or diminish the retirement annuity or benefit entitlement
of any judge that had accrued or earned before Lly 1, 2005, the executive di rector shall certifv that determinati on

Pensions and Retirement, the chair of the senate State and Local Governmental Operations Committee, the chair o_f
the house Governmenta Operations and Veterans Affairs Policy Committee, and the executive director of the
L egislative Commission on Pensions and Retirement on or before the October 1 next following that determination.

Sec. 85. [REVISOR INSTRUCTIONS]

(a) In Minnesota Statutes, chapters 352, 352D, 355, 356, and 487, the revisor of statutes shall change references
to "sections 490.121 to 490.132" to "chapter 490".

(b) In Minnesota Statutes, chapter 490, the revisor of statutes shall change references to "sections 490.121 to
490.132" to "this chapter".

(©) In Minnesota Statutes, sections 175A.01, subdivision 4, and 271.01, subdivision 1, the revisor of statutes
shall change references to "sections 490.15 and 490.16" to "sectlons 490A.01 and 490A.02".

Sec. 86. [EFFECTIVE DATE]

Thisarticleis effective on July 1, 2005.
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ARTICLE 2
COVERED SALARY; AVERAGE SALARY
Section 1. Minnesota Statutes 2004, section 352.01, is amended by adding a subdivision to read:

Subd. 14a. [AVERAGE SALARY ] (a) "Average salary" means the average of the highest five successive years
of salary upon which the employee has made contributions to the retirement fund by payroll deductions. Average

(b) "Average sadary" does not include the payment of accrued unused annual |eave or overtime paid at time of
fina separation from state service if paid in a lump sum nor does it include the reduced salary, if any, paid during
the period the employee is entitled to workers compensation benefit payments for temporary disability.

(¢) For an employee covered by the correctional state employees retirement plan, "average salary” means the
average of the monthly salary during the employee's highest five successive years of salary as an employee covered
by the general state employees retirement plan, or the correctional state employees retirement plan, or by a

must be based on all allowable service.

Sec. 2. Minnesota Statutes 2004, section 352.115, subdivision 2, is amended to read:

Subd. 2. [AVERAGE-SALARY NORMAL RETIREMENT ANNUITY.] The retirement annuity hereunder
payabl e at normal retirement age or thereafter must be computed in accordance with the applicable provisions of the
formula stated in subdivision 3, on the basis of the employee's average salary for the period of alowable service.
Thisretirement annuity is known asthe "normal" retirement annuity.

Sec. 3. Minnesota Statutes 2004, section 352.115, subdivision 3, is amended to read:

Subd. 3. [RETIREMENT ANNUITY FORMULA.] (a) This paragraph, in conjunction with section 352.116,
subdivision 1, applies to a person who became a covered employee or a member of a pension fund listed in section
356.30, subdivision 3, before July 1, 1989, unless paragraph (b), in conjunction with section 352.116, subdivision
1a, produces a higher annuity amount, in which case paragraph (b) will apply. The employe€'s average salary, as
defined in section 352.01, subdivision 2 14a, multiplied by the percent specified in section 356.315, subdivision 1,
per year of alowable service for the first ten years and the percent specified in section 356.315, subdivision 2, for
each later year of allowable service and pro rata for completed months less than a full year shall determine the
amount of the retirement annuity to which the employeeis entitled.

(b) This paragraph applies to a person who has become at least 55 years old and first became a covered
employee after June 30, 1989, and to any other covered employee who has become at least 55 years old and whose
annuity amount, when calculated under this paragraph and in conjunction with section 352.116, subdivision 13, is
higher than it is when calculated under paragraph (a), in conjunction with section 352.116, subdivison 1. The
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employee's average salary, as defined in section 352.01, subdivision 2 14a, multiplied by the percent specified in
section 356.315, subdivision 2, for each year of alowable service and pro rata for months less than a full year shall
determine the amount of the retirement annuity to which theemployee is entitled.

Sec. 4. Minnesota Statutes 2004, section 352.87, subdivision 3, is amended to read:

Subd. 3. [RETIREMENT ANNUITY FORMULA.] A person specified in subdivision 1 will-have is entitled to
receive a retirement annuity applicable for alowable service credit under this section calculated by multiplying the
employee's average salary, as defined in section 352415 352.01, subdivision 2 14a, by the percent specified in
section 356.315, subdivision 2a, for each year or portions of a year of allowable service credit. No reduction for
retirement prior-to before the normal retirement age, as specified in section 352.01, subdivision 25, appliesto service
to which this section applies.

Sec. 5. Minnesota Statutes 2004, section 352.93, subdivision 1, is amended to read:

Subdivision 1. [BASIS OF ANNUITY; WHEN TO APPLY.] After separation from state service, an employee
covered under section 352.91 who has reached age 55 years and has credit for at least three years of covered
correctional service or a combination of covered correctiona service and regular-Minnesota general employees state
retirement System plan service is entitled upon application to a retirement annuity under this section, based only on
covered correctional employees service. Application may be made no earlier than 60 days before the date the
employeeis digibleto retire by reason of both age and service requirements.

Sec. 6. Minnesota Statutes 2004, section 352C.021, is amended by adding a subdivision to read:

Subd. 1a. [AVERAGE SALARY.] "Average salary," for purposes of calculating the normal retirement annuity
under section 352C.031, subdivision 4, means the average of the highest five successive years of salary upon which
contributions have been made under section 352C.009.

Sec. 7. Minnesota Statutes 2004, section 353.01, subdivision 10, is amended to read:
Subd. 10. [SALARY.] (&) "Salary" means:

(1) the periodic compensation of a public employee, before deductions for deferred compensation, supplemental
retirement plans, or other voluntary salary reduction programs, and aso means "wages' and includes net income
from fees;

(2) for a public employee who is covered by a supplemental retirement plan under section 356.24, subdivision 1,
clause (8), (9), or (10), which reguire al plan contributions be made by the employer, the contribution to the
applicable supplemental retirement plan when the contribution is from mandatory withholdings from employees

wages; and

2 (3) for a public employee who has prior service covered by alocal police or firefightersrelief association that
has consolidated with the Public Employees Retirement Association or to which section 353.665 applies and who
has eected coverage either under the public employees police and fire fund benefit plan under section 353A.08
following the consolidation or under section 353.665, subdivision 4, the rate of salary upon which member
contributions to the special fund of the relief association were made prior to the effective date of the consolidation as
specified by law and by bylaw provisions governing the relief association on the date of the initiation of the
consolidation procedure and the actual periodic compensation of the public employee after the effective date of
consolidation.



56TH DAY] TUESDAY, MAY 10, 2005 3787

(b) Salary does not mean:

(1) the fees paid to district court reporters, unused annual vacation or sick leave payments, in lump-sum or
periodic payments, severance payments, reimbursement of expenses, lump-sum settlements not attached to a
specific earnings period, or workers compensation payments,

(2) employer-paid amounts used by an employee toward the cost of insurance coverage, employer-paid fringe
benefits, flexible spending accounts, cafeteria plans, health care expense accounts, day care expenses, or any
payments in lieu of any employer-paid group insurance coverage, including the difference between single and
family rates that may be paid to a member with single coverage and certain amounts determined by the executive
director to beindigible;

(3) the amount equal to that which the employing governmenta subdivision would otherwise pay toward single
or family insurance coverage for a covered employee when, through a contract or agreement with some but not all
employees, the employer:

(i) discontinues, or for new hires does not provide, payment toward the cost of the employe€'s sel ected insurance
coverages under agroup plan offered by the employer;

(ii) makes the employee solely responsible for al contributions toward the cost of the employee's selected
insurance coverages under a group plan offered by the employer, including any amount the employer makes toward
other employees selected insurance coverages under a group plan offered by the employer; and

(iii) provides increased sdary rates for employees who do not have any employer-paid group insurance
coverages,

(4) except as provided in section 353.86 or 353.87, compensation of any kind paid to volunteer ambulance
service personnel or volunteer firefighters, as defined in subdivision 35 or 36; and

(5) the amount of compensation that exceeds the limitation provided in section 356.611.

(c) Amounts provided to an employee by the employer through a grievance proceeding or alegal settlement are
salary only if the settlement is reviewed by the executive director and the amounts are determined by the executive
director to be consistent with paragraph (a) and prior determinations.

Sec. 8. Minnesota Statutes 2004, section 353.01, is amended by adding a subdivision to read:

Subd. 17a. [AVERAGE SALARY.] (a) "Average salary,” for purposes of calculating a retirement annuity under
section 353.29, subdivision 3, means an amount equivalent to the average of the highest salary of the member
paolice officer, or firefighter, whichever applies, upon which employee contributions were paid for any five
successive years of allowable service, based on dates of salary periods as listed on salary deduction reports.
Average salary must be based upon all allowable service if this serviceisless than five years.

(b) "Average salary" may not include any reduced salary paid during a period in which the employee is entitled
to benefit payments from workers compensation for temporary disability, unless the average salary is higher,
including this period.

Sec. 9. Minnesota Statutes 2004, section 353.29, subdivision 3, is amended to read:

Subd. 3. [RETIREMENT ANNUITY FORMULA.] (a) This paragraph, in conjunction with section 353.30,
subdivisions 1, 1a, 1b, and 1c, applies to any member who first became a public employee or amember of a pension
fund listed in section 356.30, subdivision 3, before July 1, 1989, unless paragraph (b), in conjunction with section
353.30, subdivision 5, produces a higher annuity amount, in which case paragraph (b) will apply. The average
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salary as defined in section 353.01, subdivision 2 17a multiplied by the percent specified in section 356.315,
subdivision 3, for each year of alowable service for the first ten years and thereafter by the percent specified in
section 356.315, subdivision 4, per year of allowable service and completed months less than a full year for the
"basic member," and the percent specified in section 356.315, subdivision 1, for each year of allowable service for
the first ten years and thereafter by the percent specified in section 356.315, subdivision 2, per year of allowable
service and completed months less than a full year for the "coordinated member,” shall determine the amount of the
"normal” retirement annuity.

(b) This paragraph applies to amember who has become at least 55 years old and first became a public employee
after June 30, 1989, and to any other member whaose annuity amount, when calculated under this paragraph and in
conjunction with section 353.30, subdivision 5, is higher than it is when calculated under paragraph (@), in
conjunction with section 353.30, subdivisions 1, 1a, 1b, and 1c. The average sdary, as defined in section 353.01,
subdivision 2 17a multiplied by the percent specified in section 356.315, subdivision 4, for each year of allowable
service and completed months less than a full year for a basic member and the percent specified in section 356.315,
subdivision 2, per year of allowable service and completed months less than a full year for a coordinated member,
shall determine the amount of the normal retirement annuity.

Sec. 10. Minnesota Statutes 2004, section 353.33, subdivision 3, is amended to read:

Subd. 3. [COMPUTATION OF BENEFITS] This disability benefit is an amount equal to the normal annuity
payable to a member who has reached normal retirement age with the same number of years of allowable service
and the same average salary, as provided in section 353.01, subdivision 17a, and section 353.29, subdivisiens2-and
subdivision 3.

A basic member shall receive a supplementary monthly benefit of $25 to age 65 or the five-year anniversary of
the effective date of the disability benefit, whichever islater.

If the disability benefits under this subdivision exceed the average salary as defined in section 353:29 353.01,
subdivision 2 17a, the disability benefits must be reduced to an amount equal to said the average salary.

Sec. 11. Minnesota Statutes 2004, section 353.651, subdivision 3, isamended to read:

Subd. 3. [RETIREMENT ANNUITY FORMULA.] The average salary as defined in section 353.01, subdivision
2 17a multiplied by the percent specified in section 356.315, subdivision 6, per year of allowable service determines
the amount of the normal retirement annuity. If the member has earned allowable service for performing services
other than those of a police officer or firefighter, the annuity representing sueh that service is must be computed
under sections 353.29 and 353.30.

Sec. 12. Minnesota Statutes 2004, section 353.656, subdivision 1, isamended to read:

Subdivision 1. [IN LINE OF DUTY; COMPUTATION OF BENEFITS.] A member of the police and fire plan
who becomes disabled and physically unfit to perform duties as a police officer, firefighter, or paramedic as defined
under section 353.64, subdivision 10, asadirect result of an injury, sickness, or other disability incurred in or arising
out of any act of duty, which has or is expected to render the member physically or mentally unable to perform the
duties as a police officer, firefighter, or paramedic as defined under section 353.64, subdivision 10, for a period of at
least one year, shall receive disability benefits during the period of such disability. The benefits must be in an
amount equal to 60 percent of the "average salary" as defined in section 353:651 353.01, subdivision 2 17a, plus an
additional percent specified in section 356.315, subdivision 6, of that average salary for each year of service in
excess of 20 years. If the disability under this subdivision occurs before the member has at least five years of
allowable service credit in the police and fire plan, the disability benefit must be computed on the "average saary”
from which deductions were made for contribution to the police and fire fund.



56TH DAY] TUESDAY, MAY 10, 2005 3789

Sec. 13. Minnesota Statutes 2004, section 354.05, is amended by adding a subdivision to read:

Subd. 13a. [AVERAGE SALARY.] (@) "Average sdary," for the purpose of determining the member's
retirement annuity, means the average salary upon which contributions were made for the highest five successive
years of formula service credit.

(b) "Average salary" may not include any more than the equivalent of 60 monthly salary payments.

five years.
Sec. 14. Minnesota Statutes 2004, section 354.44, subdivision 6, is amended to read:

Subd. 6. [COMPUTATION OF FORMULA PROGRAM RETIREMENT ANNUITY.] (@ The formula
retirement annuity must be computed in accordance with the applicable provisions of the formulas stated in
paragraph (b) or (d) on the basis of each member's average salary under section 354.05, subdivision 13a, for the
period of the member's formula service credit.

(b) This paragraph, in conjunction with paragraph (c), applies to a person who first became a member of the
association or a member of a pension fund listed in section 356.30, subdivision 3, before July 1, 1989, unless
paragraph (d), in conjunction with paragraph (€), produces a higher annuity amount, in which case paragraph (d)
applies. The average salary as defined in paragraph-(a) section 354.05, subdivision 13a, multiplied by the following

percentages per year of formula service credit shall determine the amount of the annuity to which the member
qualifying therefor is entitled:

Coordinated Member Basic Member
Each year of service the percent the percent
during firg ten specified in specified in
section 356.315, section 356.315,
subdivision 1, subdivision 3,
per year per year
Each year of service the percent the percent
thereafter specified in specified in
section 356.315, section 356.315,
subdivision 2, subdivision 4,
per year per year

(c)(i) This paragraph applies only to a person who first became a member of the association or a member of a
pension fund listed in section 356.30, subdivision 3, before July 1, 1989, and whose annuity is higher when
calculated under paragraph (b), in conjunction with this paragraph than when calculated under paragraph (d), in
conjunction with paragraph (e).
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(if) Where any member retires prior to normd retirement age under a formula annuity, the member shall be paid
a retirement annuity in an amount equal to the normal annuity provided in paragraph (b) reduced by one-quarter of
one percent for each month that the member is under normal retirement age at the time of retirement except that for
any member who has 30 or more years of allowable service credit, the reduction shall be applied only for each
month that the member is under age 62.

(iii) Any member whose attained age plus credited alowable service totals 90 yearsis entitled, upon application,
to a retirement annuity in an amount egual to the normal annuity provided in paragraph (b), without any reduction
by reason of early retirement.

(d) This paragraph applies to a member who has become at least 55 years old and first became a member of the
association after June 30, 1989, and to any other member who has become at least 55 years old and whaose annuity
amount when calculated under this paragraph and in conjunction with paragraph (€), is higher than it is when
calculated under paragraph (b), in conjunction with paragraph (c). The average salary, as defined in paragraph-(a)
section 354.05, subdivision 13a, multiplied by the percent specified by section 356.315, subdivision 4, for each year
of service for abasic member and by the percent specified in section 356.315, subdivision 2, for each year of service
for a coordinated member shall determine the amount of the retirement annuity to which the member is entitled.

(e) This paragraph applies to a person who has become at least 55 years old and first becomes a member of the
association after June 30, 1989, and to any other member who has become at least 55 years old and whose annuity is
higher when calculated under paragraph (d) in conjunction with this paragraph than when calculated under
paragraph (b), in conjunction with paragraph (c). An employee who retires under the formula annuity before the
normal retirement age shall be paid the normal annuity provided in paragraph (d) reduced so that the reduced
annuity is the actuarial equivalent of the annuity that would be payable to the employee if the employee deferred
receipt of the annuity and the annuity amount were augmented at an annual rate of three percent compounded
annually from the day the annuity begins to accrue until the normal retirement age.

(f) No retirement annuity is payabl e to a former employee with a salary that exceeds 95 percent of the governor's
salary unless and until the salary figures used in computing the highest five successive years average saary under
paragraph (a) have been audited by the Teachers Retirement Association and determined by the executive director to
comply with the requirements and limitations of section 354.05, subdivisions 35 and 35a

Sec. 15. Minnesota Statutes 2004, section 354A.011, is amended by adding a subdivision to read:

Subd. 7a. [AVERAGE SALARY.] "Average salary,” for purposes of computing a normal coordinated program
retirement annuity under section 354A.31, subdivision 4 or 4a, means an amount equa to the average salary upon
which contributions were made for the highest five successive years of service credit but may not, in any event,
include any more than the equivalent of 60 monthly salary payments. Average salary must be based upon all years
of service credit if this service credit is less than five years.

Sec. 16. Minnesota Statutes 2004, section 354A.31, subdivison 4, is amended to read:

Subd. 4. [COMPUTATION OF THE NORMAL COORDINATED RETIREMENT ANNUITY;
MINNEAPOLIS AND ST. PAUL FUNDS.] (&) This subdivision applies to the coordinated programs of the
Minneapolis Teachers Retirement Fund Association and the St. Paul Teachers Retirement Fund Association.

(b) The normal coordinated retirement annuity shalbe is an amount equa to aretiring coordinated member's
average salary under section 354A.011, subdivision 7a, multiplied by the retirement annuity formula percentage.
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(c) This paragraph, in conjunction with subdivision 6, applies to a person who first became a member or a
member in a pension fund listed in section 356.30, subdivision 3, before July 1, 1989, unless paragraph (d), in
conjunction with subdivision 7, produces a higher annuity amount, in which case paragraph (d) will apply. The
retirement annuity formula percentage for purposes of this paragraph is the percent specified in section 356.315,
subdivision 1, per year for each year of coordinated service for the first ten years and the percent specified in section
356.315, subdivision 2, for each year of coordinated service thereafter.

(d) This paragraph applies to a person who has become at least 55 years old and who first becomes a member
after June 30, 1989, and to any other member who has become at least 55 years old and whose annuity amount,
when calculated under this paragraph and in conjunction with subdivision 7 is higher than it is when calculated
under paragraph (c), in conjunction with the provisions of subdivision 6. The retirement annuity formula percentage
for purposes of this paragraph is the percent specified in section 356.315, subdivision 2, for each year of coordinated
service.

Sec. 17. Minnesota Statutes 2004, section 354A.31, subdivision 4a, is amended to read:
Subd. 4a. [COMPUTATION OF THE NORMAL COORDINATED RETIREMENT ANNUITY; DULUTH

FUND.] (&) This subdivision applies to the new law coordinated program of the Duluth Teachers Retirement Fund
Association.

(b) The normal coordinated retirement annuity is an amount equal to a retiring coordinated member's average
Salary under section 354A 011 SUdeVISIOﬂ _a1 multi plled by the retirement annwty formula percentage Average

(c) This paragraph, in conjunction with subdivision 6, applies to a person who first became a member or a
member in a pension fund listed in section 356.30, subdivision 3, before July 1, 1989, unless paragraph (d), in
conjunction with subdivision 7, produces a higher annuity amount, in which case paragraph (d) applies. The
retirement annuity formula percentage for purposes of this paragraph is the percent specified in section 356.315,
subdivision 1, per year for each year of coordinated service for the first ten years and the percent specified in section
356.315, subdivision 2, for each subsequent year of coordinated service.

(d) This paragraph applies to a person who is at least 55 years old and who first becomes a member after June
30, 1989, and to any other member who is at least 55 years old and whose annuity amount, when cal culated under
this paragraph and in conjunction with subdivision 7, is higher than it is when calculated under paragraph (c) in
conjunction with subdivision 6. The retirement annuity formula percentage for purposes of this paragraph is the
percent specified in section 356.315, subdivision 2, for each year of coordinated service.

Sec. 18. Minnesota Statutes 2004, section 422A.01, is amended by adding a subdivision to read:

Subd. 4a_ [AVERAGE SALARY ] (_) "Averaqe salary" means the arithmetic average annual salary, wages, or

except as prowded for in section 422A, 16 WhICh may ay incl udeth_ey_ in which the employee retires, gsselected Qy
the employee.

(b) A member with more than five calendar years of service, but less than ten calendar years, may select any five
calendar years of service to determine the average salary. A member with less than five years of service with the
city shall use all earningsto determine the average salary.




3792 JOURNAL OF THE HOUSE [56TH DAY

Sec. 19. Minnesota Statutes 2004, section 422A.15, subdivison 1, is amended to read:

Subdivision 1. [FORMULA PENSION AND ANNUITY'.] Except as otherwise provided in subdivision 3, each
contributing member who, at the time of retirement, fulfills the conditions necessary to enable the member to retire;
shalt is entitled to receive what-shal-be-knewn-as a "formula pension and annuity" equal to two percent for each
year of allowable service for the first ten years and thereafter 25 percent per year of allowable service of the

o gt ' mploy multrplred by the years of service credlted by the
retirement fund. The formula pens on and annurty shall must be computed on the single life plan but subject to the
option selections provided for in section 422A.17.

In order to be entitled to the formula pension and annuity herein provided for, the retiring employee at the time
of cessation of employment and of actual retirement shal must have attained the age of 60 years or have been
employed by the city not less than 30 years, or meet the qualifications provided for in section 422A.16, and in
addition thereto have contributed to the retirement fund at the percentage rate prescribed by the retirement law
applicable when the salary, wages or compensation was paid on all salaries, wages, or compensation received from
the city or from an applicable employing unit. The years of service to be applied in the formula pension and annuity
shall must be found and determined by the retirement board, except that no credit shalk may be allowed for any year
in which a back charge is owing at time of retirement and the earnings from any year in which a back charge is
owing shalt may not be used in determining the average annual salary.

Sec. 20. Minnesota Statutes 2004, section 422A.16, subdivison 9, is amended to read:

Subd. 9. [INCOMPETENCY OR DEATH OF MEMBER.] Any member of the contributing class who becomes
permanently separated from the service of the city under subdivision 8, may, by an instrument in writing, filed with
the municipal employees retirement board within 30 days after sueh the separation becomes permanent, dect to
allow the member contributions to sueh the fund to the date of separation to remain on deposit in sueh the fund, and
in sueh the event the member shal-be is entitled to receive a retirement allowance at age 65, provided the member,
or someone acting in the member's behalf if the member be incompetent, shall must make a written application for
such the retirement allowance in the same manner provided for in section 422A.17 and in accordance with the
provrsrons of section 422A.15, subdrvrsron 1, except for determlnlng averageaqnud Salary A—member—wrthrmere

If the contributing member dies before reaching the age of 65 years, or having attained the age of 65 years
without having made the election provided for herein, the net accumulated amount of deductions from the member's
salary, pay or compensation, plusinterest, to the member's credit on date of death shall-bepaid is payable to sueh the
person or persons as have been nominated by written designation filed with the retirement board, in sueh the form as

that the retirement board shall+eguire requires.

If the employee fails to make a designation, or if the person or persons designated by sueh the employee
predeceases sueh the employee, the net accumulated credit to sueh the employee's account on date of death shal-be
paid is payable to suech the employee's estate.

The provisions of subdivisions 4, 5, and 6 shall also apply to any member qualifying for benefits under this
subdivision, except for purposes of this subdivision the age referred to in subdivision 4 shall-be is 65 years.



56TH DAY] TUESDAY, MAY 10, 2005 3793

Sec. 21. Minnesota Statutes 2004, section 490.121, subdivision 21, is amended to read:

Subd. 21. [FINAL AVERAGE COMPENSATION.] "Final average compensation” means the total amount of
salary payable to a judge in the highest five years out of the last ten years prierto before the event-of-maturity-of
benefits termination of judicial service, divided by fiveprevided-howeverthat if the number of years of service by
the judge equals or exceeds ten. If the number of years of service by the judge is less than ten, but more than five,
the highest five shall years of salary must be counted-and. If the number of years of service by the judgeis|lessthan
five, the aggregate salary in-sueh for the period shalt of service must be divided by the number of monthsin sueh the
period and multiplied by 12.

Sec. 22. [REPEALER]]

Minnesota Statutes 2004, sections 352C.031, subdivision 3; 353.29, subdivision 2; and 353.651, subdivision 2,
arerepealed.

Sec. 23. [EFFECTIVE DATE]

Thisarticleis effective July 1, 2005.

ARTICLE 3
ALLOWABLE SERVICE CREDIT
Section 1. [356.195] [SERVICE CREDIT PURCHASE PROCEDURES FOR STRIKE PERIODS)]

Subdivison 1. [COVERED PLANS)] This section applies to al defined benefit plans specified in section
356.30, subdivision 3.

Subd. 2. [PURCHASE PROCEDURE FOR STRIKE PERIODS.] (a) An employee covered by a plan specified
in subdivision 1 may purchase allowable service credit in the applicable plan for any period of time during which the
employee was on a public employee strike without pay, not to exceed a period of one year, if the employee makes a
payment in lieu of salary deductions as specified in paragraph (b) or (), whichever applies. The employing unit, at
its option, may pay the employer portion of the amount specified in paragraph (b) on behaf of its employees.

strike, the payment amount is equal to the applicable employee and employer contribution rates specified in law for
the applicable plan during the strike period, applied to the employee'srate of salary in effect at the conclusion of the
grike for the period of the strike without pay, plus compound interest at a monthly rate of 0.71 percent from the last
day of the strike period until the date payment is received.

() If payment isreceived by the applicable pension fund director after one year and before five years from the
end of the strike, the payment amount is the amount determined under section 356.551.

Sec. 2. Minnesota Statutes 2004, section 490.121, subdivision 4, is amended to read:

Subd. 4. [ALLOWABLE SERVICE.] (a) "Allowable service" means any calendar month, subject to the service
credit limit in subdivision 22, served as a judge at any time, or served as a referee in probate for al referees in
probate who were in office prior to January 1, 1974.
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(b) "Allowable service" also means a period of authorized |eave of absence for which the judge has made a
payment in lieu of contributions, not in an amount in excess of the service credit limit under subdivision 22. To
obtain the service credit, the judge shall pay an amount equal to the member and employer contribution rates under
section 490.123, subdivisions la and 1b, applied to the judge's average monthly salary rate during the authorized
leave of absence and multiplied by the number of months of the authorized |eave of absence, plus annual compound

The payment musgt be made within one year of the date on which the authorized |eave of absence terminated.
Service credit for an authorized |eave of absenceisin addition to a uniformed service leave under section 490.1211.

Sec. 3. Laws 1999, chapter 222, article 16, section 16, as amended by Laws 2002, chapter 392, article 7, section
1, and Laws 2003, Firg Special Session chapter 12, article 6, section 2, and Laws 2004, chapter 267, article 17,
section 6, isamended to read:

Sec. 16. [REPEALER.]

(a) Sections 2 to 6 and 8to 13 arerepeded on May 16, 2004.

(b) Sections 1 and 7 arerepealed on May 16, 2006 2007.

Sec. 4. Laws 2000, chapter 461, article 4, section 4, as amended by Laws 2003, First Special Session chapter 12,
article 6, section 3, and Laws 2004, chapter 267, article 17, section 7, is amended to read:

Sec. 4. [EFFECTIVE DATE; SUNSET REPEALER.]

(a) Sections 1, 2, and 3 are effective en the day following final enactment.

(b) Sections 1, 2, and 3, arerepealed on May 16, 2006 2007.

Sec. 5. [METRO TRANSIT STRIKE PROVISION.]

Notwithstanding the payment deadline specified in Minnesota Statutes, section 356.195, subdivision 2,

paragraph (b), a Metro Transit employee covered by the general state employees retirement plan of the Minnesota
State Retirement System who was on strike on or after January 1, 2004, and before the effective date of this section,

Sec. 6. [CROSBY-IRONTON PUBLIC SCHOOL STRIKE PROVISION.]

Notwithstanding the payment deadline specified in Minnesota Statutes, section 356.195, subdivision 2,
paragraph (b), a Crosby-Ironton public school teacher covered by the Teachers Retirement Association who was on
strike during a period that included April 1, 2005, and before the effective date of this section, is authorized to make

For a person for whom section 2 is retroactive, the equivalent contribution payment must be made on or before
July 1, 2006.
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ARTICLE 4

ACTUARIAL FINANCIAL REPORTING AND OTHER
GENERALLY APPLICABLE ADMINISTRATIVE CHANGES

Section 1. Minnesota Statutes 2004, section 352.01, subdivision 12, is amended to read:

Subd. 12. [ACTUARIAL EQUIVALENT.] "Actuarial equivalent" means the condition of one annuity or benefit
having an equal actuarid present value as another annuity or benefit, determined as of a given date at a specified age
with each actuarial present value based on the appropriate mortality table adopted by the board of directors based on
the experience of the fund as recommended by the actuary retained by-thelLegidative-Commission-on-Pensons-and
Retirement under section 356.214, and approved under section 356.215, subdivision 18, and using the applicable
preretirement or postretirement interest rate assumption specified in section 356.215, subdivision 8.

Sec. 2. Minnesota Statutes 2004, section 353.01, subdivision 14, is amended to read:

Subd. 14. [ACTUARIAL EQUIVALENT.] "Actuarial equivalent" means the condition of one annuity or benefit
having an equa actuarial present value as another annuity or benefit, determined as of a given date with each
actuarid present value based on the appropriate mortality table adopted by the board of trustees based on the
experience of the fund as recommended by the actuary retained by-the-Legidative-Commission-onPensions-and
Retirement under section 356.214, and approved under section 356.215, subdivision 18, and using the applicable
preretirement or postretirement interest rate assumption specified in section 356.215, subdivision 8.

Sec. 3. Minnesota Statutes 2004, section 354.05, subdivision 7, is amended to read:

Subd. 7. [ACTUARIAL EQUIVALENT.] "Actuarial equivalent" means the condition of one annuity or benefit
having an equa actuarial present value as another annuity or benefit, determined as of a given date with each
actuarid present value based on the appropriate mortality table adopted by the board of trustees based on the
experience of the association as recommended by the actuary retained by-the-Legidative-Commission-on-Pensions
and-—Retirement under section 356.214, and approved under section 356.215, subdivision 18, and using the
applicable preretirement or postretirement interest rate assumption specified in section 356.215, subdivision 8.

Sec. 4. Minnesota Statutes 2004, section 354.094, subdivision 1, is amended to read:

Subdivision 1. [SERVICE CREDIT CONTRIBUTIONS.] (a) Upon granting any extended leave of absence
under section 122A.46 or 136F.43, the employing unit granting the leave must certify the leave to the association on
aform specified by the executive director. A member granted an extended |leave of absence under section 122A.46
or 136F.43 may pay employee contributions and receive allowable service credit toward annuities and other benefits
under this chapter, for each year of the leave, provided that the member and the employing board make the required
employer contribution in any proportion they may agree upon, during the period of the leave. The employer may
enter into an agreement with the exclusive bargaining representative of the teachers in the district under which, for
an individual teacher, all or a portion of the employee's contribution is paid by the employer. Any such agreement
must include a sunset of digibility to qualify for the payment and must not be a part of the collective bargaining
agreement. The leave period mugt not exceed five years. A member may not receive more than five years of
allowable service credit under this section. The employee and employer contributions must be based upon the rates
of contribution prescribed by section 354.42 for the salary received during the year immediately preceding the
extended leave.

(b) Employee contribution payments for the years for which a member is receiving service credit while on
extended Ieave must be made on or beforethaater—ef June 30 of each fiscal year for WhICh serwce credlt isto be
received erw . . es ,
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association. If payment is to be made by a transfer of pretax assets authorized under section 356.441, payment is
authorized after June 30 of thefiecal year providing that authorization for the aseet transfer has been received Qy the

month from June 30 through the end of the month in ‘which pavment is receved No payment is permltted after the
foIIowr ng Septenber 30. Pay t-an .

(¢) Notwithstanding the provisions of any agreements to the contrary, employee and employer contributions may
not be made to receive allowable service credit if the member does not have full reinstatement rights as provided in
section 122A.46 or 136F.43, both during and at the end of the extended leave.

(d) Any school district paying the employee's retirement contributions under this section shall forward to the
applicable retirement association or retirement fund a copy of the agreement executed by the school district and the
employee.

Sec. 5. Minnesota Statutes 2004, section 354A.011, subdivison 33, is amended to read:

Subd. 3a. [ACTUARIAL EQUIVALENT.] "Actuarial equivalent" means the condition of one annuity or benefit
having an equa actuarial present value as another annuity or benefit, determined as of a given date with each
actuarid present value based on the appropriate mortality table adopted by the appropriate board of trustees based on
the experience of that retirement fund association as recommended by the actuary retained by-the-Legidative
Commission-enPensions-and-Retirement under section 356.214, and approved under section 356.215, subdivision
18, and using the applicable preretirement or postretirement interest rate assumption specified in section 356.215,
subdivision 8.

Sec. 6. Minnesota Statutes 2004, section 356.20, subdivision 4, is amended to read:

Subd. 4. [CONTENTS OF FINANCIAL REPORT.] (a) The financial report required by this section must
contain financial statements and disclosures that indicate the financial operations and position of the retirement plan
and fund. The report must conform with generaly accepted governmenta accounting principles, applied on a
consistent basis. The report must be audited. The report must include, as part of its exhibits or its footnotes, an
actuarid disclosure item based on the actuarial valuation calculations prepared by the eemimission-retained actuary
retained under section 356.214 or by the actuary retained by the retirement fund or plan, H-applieable whichever
applies, according to applicable actuarial regquirements enumerated in section 356.215, and specified in the most
recent standards for actuarial work adopted by the Legidative Commission on Pensions and Retirement. The
accrued assets, the accrued liabilities, including accrued reserves, and the unfunded actuarial accrued liability of the
fund or plan must be dleclosed The dleclosure item mugt contain a declaration by the actuary retained by-the

, ) ' under section 356.214 or the actuary retained by the fund or
plan whrchever applrea specrfyrng that the required reserves for any retirement, disability, or survivor benefits
provided under a benefit formula are computed in accordance with the entry age actuarial cost method and in
accordance with the maost recent applicable standards for actuarial work adopted by the Legidative Commission on
Pensions and Retirement.

(b) Assets of the fund or plan contained in the disclosure item must include the following statement of the
actuarid value of current assets as defined in section 356.215, subdivision 1.

Vaueat cost Vaue at market

Cash, cash equivalents, and
short-term securities e
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Accountsreceilvable L.
Accrued investmentincome .
Fixed incomeinvestments ...

Equity investments other
thanred etate L L.

Real estateinvesments .

Equipment L.

Egquity Participation in the Minnesota
postretirement investment

fund or the retirement
benefitfund L

Cother
Total assets

Vadueatcot

Vaduvea market

Actuaria valueof currentassets L.

(c) The unfunded actuaria accrued liability of the fund or plan contained in the disclosure item must include the
following measures of unfunded actuaria accrued liability, using the actuarial value of current assets:

(1) the unfunded actuarial accrued liability, determined by subtracting the current assets and the present value of
future normal costs from thetotal current and expected future benefit obligations; and

(2) the unfunded pension benefit obligation, determined by subtracting the current assets from the actuarial
present value of credited projected benefits.

If the current assets of the fund or plan exceed the actuarial accrued liabilities, the excess must be disclosed and
indicated as a surplus.

(d) The pension benefit obligations schedule included in the disclosure must contain the following information
on the benefit obligations:

(1) the pension benefit obligation, determined as the actuarial present value of credited projected benefits on
account of service rendered to date, separately identified as follows:

(i) for annuitants;
retirement annuities,
disability benefits;
surviving spouse and child benefits;

(i) for former members without vested rights;
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(iii) for deferred annuitants benefits, including
any augmentation;

(iv) for active employees;
accumul ated empl oyee contributions,
including all ocated investment income;
employer-financed benefits vested;
employer-financed benefits nonvested;
total pension benefit obligation; and

(2) if there are additional benefits not appropriately covered by the foregoing items of benefit obligations, a
separate identification of the obligation.

(e) Thereport must contain an itemized exhibit describing the administrative expenses of the plan, including, but
not limited to, the following items, classified on a consistent basis from year to year, and with any further
meaningful detail:

(1) personnel expenses;

(2) communication-related expenses;

(3) office building and maintenance expenses;

(4) professional servicesfees; and

(5) other expenses.

(f) Thereport must contain an itemized exhibit describing the investment expenses of the plan, including, but not
limited to, the following items, classified on a consistent basis from year to year, and with any further meaningful
detail:

(1) internal investment-related expenses; and

(2) externa investment-related expenses.

(9) Any additional statements or exhibits or more detailed or subdivided itemization of a disclosure item that will
enable the management of the fund to portray a true interpretation of the fund's financia condition must be included
in the additional statementsor exhibits.

Sec. 7. Minnesota Statutes 2004, section 356.47, subdivision 3, is amended to read:

Subd. 3. [PAYMENT.] (a) Upon the retired member attaining the age of 65 years or upon the first day of the
month next following the month occurring one year after the termination of the reemployment that gave rise to the
limitation, whichever islater, and the filing of a written application, the retired member is entitled to the payment, in
alump sum, of the value of the person's amount under subdivision 2, plusinterest at the compound annual rate of six
percent from the date that the amount was deducted from the retirement annuity to the date of payment.

(b) The written application must be on a form prescribed by the chief administrative officer of the applicable
retirement plan.
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(c) If the retired member dies before the payment provided for in paragraph (a) is made, the amount is payable,
upon written application, to the deceased person's surviving spouse, or if none, to the deceased person's designated
beneficiary, or if none, to the deceased person's estate.

ug_ap_ (a), if the federal Internal Revenue Code so permits, the retired member may dect to have al or any
portion of the payment amount under this section paid in the form of a direct rollover to an digible retirement plan
as defined in section 402(c) of the federal Internal Revenue Code that is specified by the retired member. If the
retired member dies with a balance remaining payable under this section, the surviving spouse of the retired
member, or if none, the deceased person's designated beneficiary, or if none, the administrator of the deceased

person's estate may elect adirect rollover under this paragraph.

Sec. 8. Minnesota Statutes 2004, section 422A.01, subdivision 6, is amended to read:

Subd. 6. [PRESENT WORTH OR PRESENT VALUE.] "Present worth" or "present value' means that the
present amount of money if increased at the applicable postretirement or preretirement interest rate assumption
specified in section 356.215, subdivision 8, and based on the mortality table adopted by the board of trustees based
on the experience of the fund as recommended by the actuary retained by-the-Legidiative-Commission-on-Pensions
and-Retirement under section 356.214, and approved under section 356.215, subdivision 18, will at retirement equal
the actuarial accrued liability of the annuity already earned.

Sec. 9. Minnesota Statutes 2004, section 490.121, subdivision 20, is amended to read:

Subd. 20. [ACTUARIAL EQUIVALENT.] "Actuarial equivalent" means the condition of one annuity or benefit
having an equal actuarial present value as another annuity or benefit, determined as of a given date with each
actuariad present value based on the appropriate mortality table adopted by the board of trustees directors of the
Minnesota State Retirement System based on the experience of the fund as recommended by the eemmission-
retained actuary retained under section 356.214, and approved under section 356.215, subdivision 18, and using the
applicable preretirement or postretirement interest rate assumption specified in section 356.215, subdivision 8.

Sec. 10. [EFFECTIVE DATE]

(a) Sections11t05, 8, and 9 are effective on July 1, 2005.

(b) Section 6 is effective the day following final enactment and appliesto annual financia reporting occurring on
or after June 30, 2005.

(c) Section 4 is effective on the day following fina enactment.

(d) Section 7 is effective on July 1, 2005, and applies to retired members with an amount in a reemployed
annuitant's account on or after that date.

ARTICLE 5
MEMBERSHIP INCLUSIONS AND EXCLUSIONS
Section 1. Minnesota Statutes 2004, section 69.011, is amended by adding a subdivision to read:
Subd. 2c. [INELIGIBILITY OF CERTAIN POLICE OFFICERS.] A police officer employed by the University

of Minnesota who is required by the Board of Regents to be a member of the University of Minnesota faculty
retirement plan isnot eigible to be included in any police state-aid certification under this section.
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Sec. 2. Minnesota Statutes 2004, section 352.01, subdivision 2g, is amended to read:
Subd. 2a. [INCLUDED EMPLOYEES] (a) "State employee" includes:

(1) employees of the Minnesota Historical Society;

(2) employees of the State Horticultural Society;

(3) employees of the Disabled American Veterans, Department of Minnesota, Veterans of Foreign Wars,
Department of Minnesota, if employed before July 1, 1963;

(4) employees of the Minnesota Crop Improvement Association;

(5) employees of the adjutant genera who are paid from federa funds and who are not covered by any federal
civilian employees retirement system;

(6) employees of the Minnesota State Colleges and Universities employed under the university or college
activities program,;

(7) currently contributing employees covered by the system who are temporarily employed by the legidature
during a legidative session or any currently contributing employee employed for any special service as defined in
subdivision 2b, clause (8);

(8) employees of the Armory Building Commission;

(9) employees of the legidature appointed without a limit on the duration of their employment and persons
employed or designated by the legidature or by a legidlative committee or commission or other competent authority
to conduct a special inquiry, investigation, examination, or installation;

(10) trainees who are employed on a full-time established training program performing the duties of the
classified position for which they will be eigible to receive immediate appointment at the completion of the training
period;

(11) employees of the Minnesota Safety Council;

(12) any employees on authorized leave of absence from the Transit Operating Division of the former
Metropolitan Transt Commission who are employed by the labor organization which is the exclusive bargaining
agent representing employees of the Trangit Operating Division;

(13) employees of the Metropalitan Council, Metropolitan Parks and Open Space Commission, Metropolitan
Sports Facilities Commission, Metropolitan Mosquito Control Commission, or Metropolitan Radio Board unless
excluded or covered by another public pension fund or plan under section 473.415, subdivision 3;

(14) judges of the Tax Court;

(15) personnd employed on June 30, 1992, by the University of Minnesota in the management, operation, or
maintenance of its heating plant facilities, whose employment transfers to an employer assuming operation of the
heating plant facilities, so long as the person is employed at the University of Minnesota heating plant by that
employer or by its successor organization; and

(16) seasonal help in the classified service employed by the Department of Revenue; and
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(17) persons employed by the Department of Commerce as a peace officer in the Insurance Fraud Prevention
Divison under section 45.0135 who have attained the mandatory retirement age specified in section 43A.34,
subdivision 4.

(b) Employees specified in paragraph (a), clause (15), are included employees under paragraph (a) if employer
and employee contributions are made in a timely manner in the amounts required by section 352.04. Employee
contributions must be deducted from salary. Employer contributions are the sole obligation of the employer
assuming operation of the University of Minnesota heating plant facilities or any successor organizations to that
employer.

Sec. 3. Minnesota Statutes 2004, section 352.91, is amended by adding a subdivision to read:

Subd. 4a. [PROCESS FOR EVALUATING AND RECOMMENDING POTENTIAL EMPLOYMENT
POSITIONS FOR MEMBERSHIP INCLUSION.] (@) The Department of Corrections and the Department of
Human Services must establish a procedure for evaluating periodic requests by department employees for
qualification for recommendation by the commissioner for inclusion of the employment position in the correctional
facility or human services facility in the correctional retirement plan and for periodically determining employment
positions that no longer qualify for continued correctional retirement plan coverage.

contact with patients or inmates, the extent of the physical hazard that the employee is routinely subjected to in the
course of employment, and the extent of intervention routinely expected of the employee in the event of a facility

recommending the employment position for inclusion in the correctional retirement plan, if the evaluation procedure
resultsin afinding that the employee:

(1) routinely spends 75 percent of the employee'stimein direct contact with inmates or patients; and

(2) isregularly engaged in the rehabilitation, treatment, custody, or supervision of inmates or patients.

(d) After providing the affected employee an opportunity to dispute or clarify any evaluation determinations, if
the commissioner determines that the employment position is appropriate for inclusion in the correctional retirement

Legisative Commission on Pensions and Retirement, the chair of the State and Local Governmental Operations
Committee of the senate, the chair of the Governmental Operations and Veterans Affairs Policy Committee of the
house of representatives, and the executive director of the Legidative Commission on Pensons and Retirement in
the form of the appropriate proposed legidation. The recommendation must be forwarded to the legisature before

January 15 for the recommendation to be considered in that year's |egidlative session.

Sec. 4. Minnesota Statutes 2004, section 352B.01, subdivision 2, isamended to read:
Subd. 2. [MEMBER.] "Member" means:

(1) a State Patrol member currently employed after June 30, 1943, under section 299D.03 by the state, who isa
peace officer under section 626.84, and whose salary or compensation is paid out of state funds;

(2) a conservation officer employed under section 97A.201, currently employed by the state, whose salary or
compensation is paid out of state funds;
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(3) a crime bureau officer who was employed by the crime bureau and was a member of the Highway
Patrolmen's retirement fund on July 1, 1978, whether or not that person has the power of arrest by warrant after that
date, or who is employed as police personnel, with powers of arrest by warrant under section 299C.04, and who is
currently employed by the state, and whose salary or compensation is paid out of state funds;

(4) aperson who is employed by the state in the Department of Public Safety in a data processing management
position with salary or compensation paid from state funds, who was a crime bureau officer covered by the State
Patrol retirement plan on August 15, 1987, and who was initialy hired in the data processing management
position within the department during September 1987, or January 1988, with membership continuing for the
duration of the person's employment in that position, whether or not the person has the power of arrest by warrant
after August 15, 1987,

(5) a public safety employee defined as a peace officer in section 626.84, subdivision 1, paragraph (c), and
employed with the Division of Alcohol and Gambling Enforcement under section 299L.01; and

(6) a Fugitive Apprehension Unit officer after October 31, 2000, employed by the Office of Specia
Investigations of the Department of Corrections who is a peace officer under section 626.84; and

(7) an employee of the Department of Commerce defined as a peace officer in section 626.84, subdivision 1,
paragraph (c), who is employed by the Division of Insurance Fraud Prevention under section 45.0135 after
January 1, 2005, and who has not attained the mandatory retirement age specified in section 43A.34, subdivision 4.

Sec. 5. Minnesota Statutes 2004, section 353.01, subdivision 6, is amended to read:

Subd. 6. [GOVERNMENTAL SUBDIVISION.] (a) "Governmental subdivision" means a county, city, town,
school district within this state, or a department or unit of state government, or any public body whose revenues are
derived from taxation, fees, assessments or from other sources.

(b) Governmental subdivision also means the Public Employees Retirement Association, the League of
Minnesota Cities, the Association of Metropolitan Municipalities, public hospitals owned or operated by, or an
integra part of, a governmental subdivision or governmental subdivisions, the Association of Minnesota Counties,
the Metropolitan Intercounty Association, the Minnesota Municipal Utilities Association, the Metropolitan Airports
Commission, the University of Minnesota with respect to palice officers covered by the public employees police and
fire retirement plan, the Minneapolis Employees Retirement Fund for employment initially commenced after June
30, 1979, the Range Association of Municipdities and Schools, soil and water conservation districts, economic
development authorities created or operating under sections 469.090 to 469.108, the Port Authority of the city of
St. Paul, the Spring Lake Park Fire Department, incorporated, the Lake Johanna Volunteer Fire Department,
incorporated, the Red Wing Environmental Learning Center, and the Dakota County Agricultural Society.

(c) Governmenta subdivision does not mean any municipal housing and redevel opment authority organized
under the provisions of sections 469.001 to 469.047; or any port authority organized under sections 469.048 to
469.089 other than the Port Authority of the city of St. Paul; or any hospital digtrict organized or reorganized prior to
July 1, 1975, under sections 447.31 to 447.37 or the successor of the district, nor the Minneapolis Community
Development Agency.

Sec. 6. Minnesota Statutes 2004, section 353.64, is amended by adding a subdivision to read:

Subd. 6a. [UNIVERSITY OF MINNESOTA POLICE OFFICERS; INCLUSIONS AND EXCLUSIONS] (a)
Unless paragraph (b) applies, a person who is employed as a peace officer by the University of Minnesota at any
campus or facility of the university, who is required by the university to be and is licensed as a peace officer by the

power of arrest isamember of the public employees palice and fire retirement plan.
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(_) A police officer employed Qy the University of Minnesota who is required by the Board of Regents to

employees QO|IC€ and fire retirement plan.

Sec. 7. Minnesota Statutes 2004, section 354B.21, subdivision 2, isamended to read:

{b} For digible persons who were employed by the former state university system or the former community
college system before May 1, 1995, the person has the retirement coverage that the person had for employment
immediately before May 1, 1995.

unleﬁs otherwree specrfled in thls section, the eIrqr ble personis authorlzed to elect prospectlve Teachers Retl rement

Association plan coverage rather than coverage by the plan established by this chapter. The election of prospective
Teachers Retirement Association plan coverage shall be made within one year of commencing €ligible Minnesota
State Calleges and Universities system employment. |f an €ection is not made within the specified € ection period
due to a termination of Minnesota State Colleges and Universities system employment, an election may be made
within 90 days of returning to eigible Minnesota State Colleges and Universities system employment. All eections
are irrevocable. Prior to making an election the eigible person shal be covered by the plan indicated as default
coverage under subdivision 3.

(c) A purchase of service credit in the Teachers Retirement Association plan for any period or periods of
Minnesota State Colleges and Universities system employment occurring prior to the election under paragraph (b) is
prohibited.

Sec. 8. Minnesota Statutes 2004, section 354B.21, subdivision 3, isamended to read:

Subd. 3. [DEFAULT COVERAGE.] (a) Prior to making an election under subdivision 2, or if an eligible person
fails to elect coverage by the plan under subdivision 2 or if the person fails to make a timely eection, the following
retirement coverage applies.

(1) for employees of the board who are employed in faculty positions in the technical colleges, in the state
universities or in the community colleges, the retirement coverageis by the plan established by this chapter;

(2) for employees of the board who are employed in faculty positions in the technical colleges, the retirement
coverage is by the plan established by this chapter unless on June 30, 1997, the employee was a member of the
Teachers Retirement Association established under chapter 354 and then the retirement coverage is by the Teachers
Retirement Association, or, unless the employee was a member of a first class city teacher retirement fund
established under chapter 354A on June 30, 1995, and then the retirement coverage is by the Duluth Teachers
Retirement Fund Association if the person was a member of that plan on June 30, 1995, or the Minneapolis Teachers
Retirement Fund Association if the person was a member of that plan on June 30, 1995, or the St. Paul Teachers
Retirement Fund Association if the person was a member of that plan on June 30, 1995; and

(3) for employees of the board who are employed in digible unclassified administrative positions, the retirement
coverageis by the plan established by this chapter.
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(b) If an employee fails to correctly certify prior membership in the Teachers Retirement Association to the
Minnesota State colleges and Universities system, the system shall not pay interest on employee contributions,
employer contributions, and additional employer contributions to the Teachers Retirement Association under section
354.52, subdivision 4.

Sec. 9. [EFFECTIVE DATE.]

(a) Sections 1, 3, 5, and 6 are effective July 1, 2005.

ARTICLE 6
RETIREMENT CONTRIBUTIONS
Section 1. Minnesota Statutes 2004, section 353.28, subdivision 5, is amended to read:

Subd. 5. [INTEREST EHARGES CHARGEABLE ON AMOUNTS DUE.] Any amount due under this section

or section 353.27, subdivision 4, is payable with interest at an annual compound rate of 8.5 percent eempeunded
aqnuaHy from the date due unt|I the date payment isrecel ved by the aseomatlon with a m|n|mum interest charge of

Sec. 2. Minnesota Statutes 2004, section 353.28, subdivision 6, is amended to read:

Subd. 6. [FAHEURETOPAY COLLECTION OF UNPAID AMOUNTS] (a) If the a governmenta subdivision
which receives the direct proceeds of property taxatlon falls to pay armednAts an amount due under ehapteps chgp_t
353, 353A, 353B, 353C, and or 353D er-fai es ‘
peHeeuanel—ﬂ%e#und—under—seeﬂen—éQQ?A—sabdMsen% the executlve director shall certlfy theeeameunts the
amount to the governmental subdivision for payment. 1f the governmental subdivision fails to remit the sum so due
in a timely fashion, the executive director shall certify ameunts the amount to the applicable county auditor for
collection. The county auditor shal collect such—-ameunts the amount out of the revenue of the governmental
subdivision, or shall add them the amount to the levy of the governmental subdivision and make payment directly to
the association. This tax shat must be levied, collected, and apportioned in the manner that other taxes are levied,
collected, and apportioned.

(b) If agovernmental subdivision which isnot funded directly from the proceeds of property taxation failsto pay
an amount due under this chapter, the executive director shall certify the amount to the governmental subdivision for
payment. |f the governmental subdivision fails to pay the amount for a period of 60 days after certification, the
executive director shall certify the amount to the commissioner of finance, who shall deduct the amount from any
subseguent state-aid payment or state appropriation amount applicable to the governmental subdivision.

Sec. 3. [PUBLIC EMPLOYEES RETIREMENT ASSOCIATION; INTEREST ON SERVICE CREDIT
PURCHASE PAYMENT RETURN.]

If aformer em Q| oyee of the Minneapolis Community Devel opment Aqency made a prior service credit purchaee

general employees retirement plan of the Public Employees Reti rement Association m may pay interest on the ov gge
amount at an annual compound rate of Six percent per year.
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Sec. 4. [RETURN OF PRIOR SERVICE CREDIT PURCHASE PAYMENT FOR CERTAIN MINNEAPOLIS
CITY EMPLOYEES]

(a) An dligible person, upon written application, may receive areturn of a prior service credit purchase payment
under Minnesota Statutes 2002, section 356.55, plus interest on the amount a an annual compound rate of six

percent per year. The return amount and interest must be made in an ingtitution-to-institution transfer to a federa
tax qualified retirement plan or account and may not be paid directly to an individual .

(b) An €dligible person is a person who was an employee of the Minneapolis Community Devel opment Agency
and made a payment for the purchase of prior service credit under Laws 2003, chapter 127, article 12, section 31,
subdivision 4, and Minnesota Statutes 2002, section 356.55, in an erroneous amount because of an inaccurate salary
figure supplied by the employing agency.

Sec. 5. [EFFECTIVE DATE.]

(c) Section 4 expires on June 30, 2005.

ARTICLE 7
PENSION BENEFITS UPON PRIVATIZATION
Section 1. Minnesota Statutes 2004, section 353F.02, subdivision 4, isamended to read:
Subd. 4. [MEDICAL FACILITY.] "Medical facility" means.

(1) Bridges Medical Services;

(2) the Fair Oaks Lodge, Wadena;
2 (3) the Glencoe Area Health Center;

3} (4) the Hutchinson Area Health Care;

(5) the Kanabec Hospital;
{4} (6) the Luverne Public Hospital;

(7) the Northfield Hospital;

£5) (8) the RenVillaNursing Home;
£6) (9) the Renville County Hospital in Olivig;
A (10) the St. Peter Community Healthcare Center; and

£8) (11) the Waconia-Ridgeview Medical Center.
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Sec. 2. Minnesota Statutes 2004, section 471A.10, is amended to read:
471A.10[PUBLIC EMPLOYEE LAWS; SALE OR LEASE OF EXISTING FACILITY ]

(a) Unless expresdy provided therein, and except as provided in this section, no state law, charter provision, or
ordinance of a municipality relating to public employees shall apply to a person solely by reason of that person's
employment by a private vendor in connection with services rendered under a service contract.

(b) A private vendor purchasing or leasng existing related facilities from a municipality or operating or
maintaining the facility shall recognize al exclusive bargaining representatives and existing labor agreements and
those agreements shall remain in force until they expire by their terms. Pasonswheereﬂet who were empl oyed by

Association genera plan due to that employment are not permitted to remain as active members of the plan

followi ng a lease or purchase of the faC| lity by the a prlvate vendor areﬂetlpubhc—empteyeeg—mﬂmmhemeamm

Sec. 3. Laws 2004, chapter 267, article 12, section 4, isamended to read:
Sec. 4. [EFFECTIVE DATE.]
(a) Section 1, relating to the Fair Oaks Lodge, Wadena, is effective upon the latter of:

(1) the day after the governing body of Todd County and its chief clerica officer timely complete their
compliance with Minnesota Statutes, section 645.021, subdivisions 2 and 3; and

(2) the day after the governing body of Wadena County and its chief clerical officer timely complete their
compliance with Minnesota Statutes, section 645.021, subdivisions2 and 3.

(b) Section 1, relating to the RenVilla Nursing Home, is effective upon the latter of:
(1) the day after the governing body of the city of Renville and its chief clerical officer timely complete their

compliance with Minnesota Statutes, section 645.021, subdivisions 2 and 3, except that the certificate of approval
must be filed before January 1, 2006; and

(2) the first day of the month next following certification to the governing body of the city of Renville by the
executive director of the Public Employees Retirement Association that the actuarial accrued liability of the special
benefit coverage proposed for extension to the privatized RenVilla Nurang Home employees under section 1 does
not exceed the actuaria gain otherwise to be accrued by the Public Employees Retirement Association, as cal culated
by the consulting actuary retained by the Legidative Commission on Pensions and Retirement, or the actuary
retained under Minnesota Statutes, section 356.214, whichever is applicable.

(c) The cost of the actuarial calculations must be borne by the city of Renville or the purchaser of the RenVilla
Nursing Home.
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(d) Section 1, relating to the St. Peter Community Healthcare Center, is effective upon the | atter of:

(1) the day after the governing body of the city of St. Peter and its chief clerical officer timely complete their
compliance with Minnesota Statutes, section 645.021, subdivisions 2 and 3; and

(2) the first day of the month next following certification to the governing body of the city of St. Peter by the
executive director of the Public Employees Retirement Association that the actuarial accrued liability of the special
benefit coverage proposed for extenson to the privatized St. Peter Community Healthcare Center empl oyees under
section 1 does not exceed the actuarial gain otherwise to be accrued by the Public Employees Retirement
Association, as calculated by the consulting actuary retained by the Legidative Commission on Pensions and
Retirement, or the actuary retained under Minnesota Statutes, section 356.214, whichever is applicable.

(e) The cost of the actuarial calculations must be borne by the city of St. Peter or the purchaser of the St. Peter
Community Healthcare Center.

(f) If the required actions under paragraphs (b) and (c) occur, section 1 applies retroactively to the RenVilla
Nursing Home as of the date of privatization.

(g) If therequired actions under paragraph (a) occur, section 1 appliesretroactively to Fair Oaks Lodge, Wadena,
as of January 1, 2004.

(h) Sections 2 and 3 are effective on the day following final enactment.
Sec. 4. [EFFECTIVE DATE.]

(@) Section 1, relating to Bridges Medical Services, is effective upon the later of:

(1) the day after the governing body of the city of Ada and its chief clerical officer timely complete their

compliance with Minnesota Statutes, section 645.021, subdivisions 2 and 3; and

(2) the first day of the month next following certification to the governing body of the city of Ada by the
executive director of the Public Employees Retirement Association that the actuarial accrued liability of the special
benefit coverage proposed for extension to the privatized Bridges Medical Services employees under section 1 does
not exceed the actuarial gain otherwise to be accrued by the Public Employees Retirement Association, as cal culated
by the consulting actuary retained under Minnesota Statutes, section 356.214.

(b) Section 1, relating to the Hutchinson Area Health Care, is effective upon the later of:

(1) the day after the governing body of the city of Hutchinson and its chief clerica officer timely complete their
compliance with Minnesota Statutes, section 645.021, subdivisions 2 and 3; and

(2) thefirgt day of the month next following certification to the governing body of the city of Hutchinson by the
executive director of the Public Employees Retirement Association that the actuarial accrued liability of the special
benefit coverage proposed for extension to the privatized Hutchinson Area Health Care employees under section 1
does not exceed the actuarial gain otherwise to be accrued by the Public Employees Retirement Association, as
calculated by the consulting actuary retained by the L egidative Commission on Pensions and Retirement.

(c) Section 1, relating to the Northfield Hospital, is effective upon the later of:

(1) the day after the governing body of the city of Northfield and its chief clerica officer timely complete their
compliance with Minnesota Statutes, section 645.021, subdivisions 2 and 3; and
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(2) the first day of the month next following certification to the governing body of the city of Northfield by the
executive director of the Public Employees Retirement Association that the actuarial accrued liability of the special
benefit coverage proposed for extension to the privatized Northfield Hospital employees under section 1 does not
exceed the actuarial gain otherwise to be accrued by the Public Employees Retirement Association, as calculated by
the consulting actuary retained by the L egid ative Commission on Pensions and Retirement.

(d) The cost of the actuarial caculations must be borne by the facility, the city in which the facility islocated, or
the purchaser of the facility.

(e) If the required actions in paragraphs (a), (b), or (¢) and (d) occur, section 1 appliesretroactively to the date of
privatization.

(f) Section 3is effective the day following final enactment.

(q) Section 2 is effective on the day following final enactment and applies to privatizations occurring on or after
the effective date.

ARTICLE 8

FIRST CLASSCITY TEACHER
RETIREMENT FUND ASSOCIATIONS

Section 1. Minnesota Statutes 2004, section 354A.021, isamended by adding a subdivision to read:

Subd. 9. [UPDATED ARTICLES OF INCORPORATION AND BYLAWS; FILING] (&) On or before

bylaws, the chief administrative officer of each first class city teacher retirement fund association shall prepare and
publish an updated compilation of the articles of incorporation and the bylaws of the association.

(b) The chief administrative officer of the first class city teacher retirement fund association must certify the

accuracy and the compl eteness of the compilation.

(c) The compilation of the articles of incorporation and bylaws of a first class city teacher retirement fund
association must contain an index.

(d) The compilation must be made availabl e to association members and other interested parties. The association
may charge a fee for a copy that reflects the price of printing or otherwise producing the copy. Two copies of the
compilation must be filed, without charge, by each retirement fund association with the Legidation Commission on
Pensions and Retirement, the Legidative Reference Library, the state auditor, the commissioner of education, the
chancellor of the Minnesota State Colleges and Universities system, and the superintendent of the applicable school

district.

(e) A first class city teacher retirement fund association may contract with the revisor of statutes for the
preparation of the compilation.

(f) If afirst class city teacher retirement fund association makes an updated copy of its articles of incorporation
and bylaws available on its Web site, the retirement fund association is not obligated to file a hard copy of the
documents under paragraph (d) for the applicablefiling period.

Sec. 2. [EFFECTIVE DATE.]

Section 1iseffective July 1, 2005.
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ARTICLE 9

MINNESOTA STATE COLLEGES AND UNIVERSITIES
INDIVIDUAL RETIREMENT ACCOUNT PLAN CHANGES

Section 1. Minnesota Statutes 2004, section 354B.25, subdivision 2, is amended to read:

Subd. 2. [INVESTMENT OPTIONS] (a) The plan administrator shall arrange for the purchase of investment
products.

(b) The investment products must be purchased with contributions under section 354B.23 or with money or
assets otherwise provided by law by authority of the board.

(¢) Various investment accounts offered through the Minnesota supplementa investment fund established under
section 11A.17 and administered by the State Board of Investment is-ere-ef-the may be included as investment
products for the individual retirement account plan. Direct access must also be provided to lower expense and no-
load mutual funds, as those terms are defined by the federal Securities and Exchange Commission, including stock
funds, bond funds, and balanced funds. Other investment products or combination of investment products which
may beincluded are:

(1) savings accounts at federally insured financia institutions;

(2) life insurance contracts, fixed and variable annuity contracts from companies that are subject to regulation by
the commerce commissioner;

(3) investment options from open-ended investment companies registered under the federal Investment Company
Act of 1940, United States Code, title 15, sections 80a-1 to 80a-64;

(4) investment options from a firm that is aregistered investment advisor under the federal Investment Advisers
Act of 1940, United States Code, title 15, sections 80b-1 to 80b-21; and

(5) investment options of a bank as defined in United States Code, title 15, section 80b-2, subsection (a),
paragraph 2, or a bank holding company as defined in the Bank Holding Company Act of 1956, United States Code,
title 12, section 1841, subsection (&), paragraph (1).

Sec. 2. [EFFECTIVE DATE.]

Section 1 is effective the day following final enactment.

ARTICLE 10
SUPPLEMENTAL RETIREMENT PLANS
Section 1. Minnesota Statutes 2004, section 356.24, subdivision 1, isamended to read:
Subdivision 1. [RESTRICTION; EXCEPTIONS] It is unlawful for a school district or other governmental
subdivision or state agency to levy taxes for, or to contribute public funds to a supplemental pension or deferred
compensation plan that is established, maintained, and operated in addition to a primary pension program for the

benefit of the governmental subdivision employees other than:

(1) to a supplemental pension plan that was established, maintained, and operated before May 6, 1971;
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(2) toaplan that provides solely for group health, hospital, disability, or death benefits;
(3) tothe individual retirement account plan established by chapter 354B;
(4) toaplan that provides solely for severance pay under section 465.72 to aretiring or terminating employee;

(5) for employees other than personnel employed by the Board of Trustees of the Minnesota State Colleges and
Universities and covered under the Higher Education Supplemental Retirement Plan under chapter 354C, if the
supplemental plan coverage is provided for in a personnd policy of the public employer or in the collective
bargaining agreement between the public employer and the exclusive representative of public employees in an
appropriate unit, in an amount matching employee contributions on a dollar for dollar basis, but not to exceed an
employer contribution of $2,000 a year per employese;

(i) to the state of Minnesota deferred compensation plan under section 352.96; or

(i) in payment of the applicable portion of the contribution made to any investment digible under section 403(b)
of the Internal Revenue Code, if the employing unit has complied with any applicable pension plan provisions of the
Internal Revenue Code with respect to the tax-sheltered annuity program during the preceding calendar year;

(6) for personnel employed by the Board of Trustees of the Minnesota State Colleges and Universities and not
covered by clause (5), to the supplemental retirement plan under chapter 354C, if the supplementa plan coverage is
provided for in a personnd policy or in the collective bargaining agreement of the public employer with the
exclusive representative of the covered employees in an appropriate unit, in an amount matching employee
contributions on a dollar for dollar basis, but not to exceed an employer contribution of $2,700 a year for each
employee;

(7) to asupplemental plan or to a governmental trust to save for postretirement health care expenses qualified for
tax-preferred treatment under the Internal Revenue Code, if the supplementa plan coverage is provided for in a
personnel policy or in the collective bargaining agreement of a public employer with the exclusive representative of
the covered employeesin an appropriate unit;

governmental subdivision who are covered by a collective bargaining agreement that provides for coverage by that
fund and that sets forth a fund contribution rate, but not to exceed an employer contribution of $2,000 $5,000 per
year per employee;

(8) to the laborer's nationd industrial pension fund or to a laborer's local pension fund for the employees of a

(9) to the plumbers and pipefitters nationa pension fund or to a plumbers and pipefitters local pension fund for
the employees of a governmental subdivision who are covered by a collective bargaining agreement that provides
for coverage by that fund and that sets forth a fund contribution rate, but not to exceed an employer contribution of
$2.000 $5,000 per year per employes;

(10) to the international union of operating engineers pension fund for the employees of a governmenta
subdivision who are covered by a collective bargaining agreement that provides for coverage by that fund and that
sets forth a fund contribution rate, but not to exceed an employer contribution of $2,000 $5,000 per year per
employee; or

(11) to a supplementd plan organized and operated under the federal Internal Revenue Code, as amended, that is
wholly and solely funded by the employee's accumulated sick leave, accumulated vacation leave, and accumulated
severance pay at the date of retirement or the termination of active employment.

Sec. 2. [EFFECTIVE DATE.]

Section 1 is effective the day following final enactment.
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ARTICLE 11
VOLUNTEER FIREFIGHTER RELIEF ASSOCIATION CHANGES
Section 1. Minnesota Statutes 2004, section 69.051, subdivision 1, is amended to read:

Subdivision 1. [FINANCIAL REPORT AND AUDIT.] The board of each salaried firefightersrdief association,
police relief association, and volunteer firefighters relief association as defined in section 424A.001, subdivision 4,
with assets of at least $200,000 or liahilities of at least $200,000 in the prior year or in any previous year, according
to the mest-+recent applicable actuarial valuation or financial report if no valuation isrequired, shall:

(1) prepare a financia report covering the special and general funds of the relief association for the preceding
fiscal year on aform prescribed by the state auditor. The financial report shalk must contain financial statements and
disclosures which present the true financial condition of the relief association and the results of relief association
operations in conformity with generally accepted accounting principles and in compliance with the regulatory,
financing and funding provisions of this chapter and any other applicable laws. The financial report shalt must be
countersigned by the municipal clerk or clerk-treasurer of the municipality in which the reief association is located
if the relief association is a firefighters relief association which is directly associated with a municipal fire
department or is a police relief association, or countersigned by the secretary of the independent nonprofit
firefighting corporation and by the municipd clerk or clerk-treasurer of the largest municipality in population which
contracts with the independent nonprofit firefighting corporation if the volunteer firefighter relief association is a
subsidiary of an independent nonprofit firefighting corporation;

(2) file the financid report in its office for public inspection and present it to the city council after the close of
the fiscal year. One copy of the financial report shalt must be furnished to the state auditor after the close of the
fiscal year; and

(3) submit to the state auditor audited financial statements which have been attested to by a certified public
accountant, public accountant, or the state auditor within 180 days after the close of the fiscal year. The state auditor
may accept thisreport in lieu of the report required in clause (2).

Sec. 2. Minnesota Statutes 2004, section 69.051, subdivision 1a, is amended to read:

Subd. 1a [FINANCIAL STATEMENT.] (a) The board of each volunteer flreflghters relief assouatlon as
defined in section 424A.001, subdivision 4, with-asse es: ab
according-to-the-most-recent-financia-report,—shall that isnotr @uwed to file a flnandal report and audlt under
subdivision 1 must prepare a detailed statement of the financial affairs for the preceding fiscal year of the relief
association's special and general fundsin the style and form prescribed by the state auditor. The detailed statement
must show the sources and amounts of al money received; all disbursements, accounts payable and accounts
receivable; the amount of money remaining in the treasury; total assets including a listing of all investments; the
accrued liahilities; and all items necessary to show accurately the revenues and expenditures and financial position
of therelief association.

(b) The detailed financial statement required under paragraph (a) must be certified by an independent public
accountant or auditor or by the auditor or accountant who regularly examines or audits the financial transactions of
the municipality. In addition to certifying the financial condition of the special and genera funds of the relief
association, the accountant or auditor conducting the examination shall give an opinion as to the condition of the
special and general funds of the relief association, and shall comment upon any exceptions to the report. The
independent accountant or auditor shat must have at least five years of public accounting, auditing, or similar
experience, and shalt must not be an active, inactive, or retired member of the relief association or the fire or police
department.
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(c) The detailed statement required under paragraph (a) must be countersgned by the municipa clerk or clerk-
treasurer of the municipality, or, where applicable, by the secretary of the independent nonprofit firefighting
corporation and by the municipal clerk or clerk-treasurer of the largest municipality in population which contracts
with the independent nonprofit firefighting corporation if the relief association is a subsidiary of an independent
nonprdfit firefighting corporation.

(d) The volunteer firefighters rdief association board must file the detailed statement required under paragraph
(@) in the relief association office for public inspection and present it to the city council within 45 days after the
close of the fiscal year, and must submit a copy of the detailed statement to the state auditor within 90 days of the
close of thefiscal year.

Sec. 3. Minnesota Statutes 2004, section 69.771, is amended to read:

69.771 [VOLUNTEER FIREFIGHTERS RELIEF ASSOCIATION FINANCING GUIDELINES ACT,;
APPLICATION.]

Subdivision 1. [COVERED RELIEF ASSOCIATIONS.] The applicable provisions of sections 69.771 to 69.776
shall apply to any firefighters relief association other than a relief association enumerated in section 69.77,
subdivision 1a, which is organized under any laws of this state, which is composed of volunteer firefighters or is
composed partially of volunteer firefighters and partialy of salaried firefighters with retirement coverage provided
by the public employees police and fire fund and which, in either case, operates subject to the service pension
minimum requirements for entitlement and maximums contained in section 424A.02, or subject to a special law
modifying those requirements or maximums.

Subd. 2. [AUTHORIZED EMPLOYER SUPPORT FOR A RELIEF ASSOCIATION.] Notwithstanding any
law to the contrary, a municipality may lawfully contribute public funds, including the transfer of any applicable fire
state aid, or may levy property taxes for the support of a firefighters relief association specified in subdivision 1,
however organized, which provides retirement coverage or pays a service pension to retired firefighter or a
retirement benefit to a disabled firefighter or a surviving dependent of either an active or retired firefighter for the
operation and maintenance of the relief association only if the municipality and the relief association both comply
with the applicable provisions of sections 69.771 to 69.776.

Subd. 3. [REMEDY FOR NONCOMPLIANCE; DETERMINATION.] Any (@) A municipality in which there
exists a firefighters relief association as specified in subdivison 1 which does not comply with the applicable
provisions of sections 69.771 to 69.776 or the provisions of any applicable special law relating to the funding or
financing of the association shalt does not quaify initially to receive, er-be and isnot entitled subsequently to retain,
fire state aid pursdant-to under sections 69.011 to 69.051 until the reason for the disqualification specified by the
state auditor is remedied, whereupon the municipality or relief association, if otherwise qualified, shal-beis entitled
to again receive fire state aid for the year occurring immediately subsequent to the year in which the disqualification
isremedied.

(b) The state auditor shall determine if a municipality to which a firefighters relief association is directly
associated or a firefighters relief association fails to comply with the provisions of sections 69.771 to 69.776 or the
funding or financing provisions of any applicable special law based upon the information contained in the annua
financial report of the firefighters relief association required pursdant-to under section 69.051:, the actuaria
valuation of the relief association, if applicable, the relief association officers financial reguirements of the relief
association and minimum municipal obligation determination documentation under section 69.772, subdivisions 3
and 4; 69.773, subdivisions 4 and 5; or 69.774, subdivision 2, if requested to be filed by the state auditor, the
applicable municipal or nonprofit firefighting corporation budget, if requested to be filed by the state auditor, and
any other relevant documents or reports obtained by the state auditor.
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(¢) The municipality or nonprofit firefighting corporation and the associated relief association are not digible to
receive or toretain fire state aid if:

(1) therdlief association failsto prepare or to file the financial report or financial satement under section 69.051;

subdivision 2;

(3) the relief association officers fail to determine or improperly determine the accrued liability and the annual
accruing liability of the relief association under section 69.772, subdivisions 2, 2a, and 3, paragraph (¢), clause (2), if
applicable;

(4) if applicable, therelief association officersfail to obtain and file arequired actuaria valuation or the officers
file an actuarial valuation that does not contain the specia fund actuaria liability calculated under the entry age
normal actuarial cost method, the specia fund current assets, the specia fund unfunded actuarid accrued liahility,
the specia fund norma cost under the entry age normal actuarial cost method, the amortization requirement for the
special fund unfunded actuarial accrued liability by the applicable target date, a summary of the applicable benefit
plan, a summary of the membership of the relief association, a summary of the actuaria assumptions used in
preparing the valuation, and a sgned statement by the actuary attesting to its results and certifying to the
qualifications of the actuary as an approved actuary under section 356.215, subdivision 1, paragraph (c);

(5) the municipality failed to provide a municipal contribution, or the nonprofit firefighting corporation failed to
provide a corporate contribution, in the amount equal to the minimum municipa obligation if the relief association
is governed under section 69.772, or the amount necessary, when added to the fire state aid actually received in the
plan year in question, to at least equal in total the calculated annual financial reguirements of the special fund of the
relief association if the relief association is governed under section 69.773, and, if the municipal or corporate
contribution is deficient, the municipality failed to include the minimum municipal obligation certified under section
69.772, subdivision 3, or 69.773, subdivision 5, in its budget and tax levy or the nonprofit firefighting corporation
failed to include the minimum corporate obligation certified under section 69.774, subdivision 2, in the corporate
budget;

municipal ratification was required under section 69.772, subdivison 6; 69.773, subdivision 6; or 424A.02,
subdivision 10;

(7) the relief association invested special fund assets in that is not
section 69.775;

subdivision 3, or the municipality had an expenditure that is not authorized under section 424A.08;

(9) therelief association officersfail to provide a complete and accurate public penson plan investment portfolio
and performance disclosure under section 356.219;

restrictions under section 356A.06, subdivision 8b;

(11) therelief association officers permitted to occur a prohibited transaction under section 356A.06, subdivision
9, or 424A.001, subdivision 7, or failed to undertake correction of a prohibited transaction that did occur; or
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(12) therdief association pays a defined benefit service pension in an amount th

that isin excess of the applicable
service pension maximum under section 424A.02, subdivision 3.

Sec. 4. Minnesota Statutes 2004, section 69.772, subdivision 3, is amended to read:

Subd. 3. [FINANCIAL REQUIREMENTS OF RELIEF ASSOCIATION; MINIMUM OBLIGATION OF
MUNICIPALITY.] (& During the month of July, the officers of the relief association shall determine the overall
funding balance of the special fund for the current calendar year, the financial regquirements of the special fund for
the following calendar year and the minimum obligation of the municipality with respect to the special fund for the
following calendar year in accordance with the requirements of this subdivision.

&) (b) The overal funding balance of the special fund for the current calendar year shall must be determined in
the following manner:

&) (1) Thetotd accrued liability of the specia fund for all active and deferred members of the relief association
as of December 31 of the current year shal mugt be calculated pursuant-to under subdivisions 2 and 2a, if
applicable.

{b) (2) The total present assets of the special fund projected to December 31 of the current year, including
receipts by and disbursements from the specia fund anticipated to occur on or before December 31 shall, must be
calculated. To the extent possible, for those assets for which a market value is readily ascertainable, the current
market value as of the date of the calculation for those assets shalk must be utilized in making this calculation. For
any asset for which no market value is readily ascertainable, the cost value or the book value, whichever is
applicable, shall must be utilized in making this cal culation.

{e) (3) The amount of the total present assets of the special fund cal culated pursdant-to under clause {b)-shall (2)
must be subtracted from the amount of the total accrued liability of the special fund calculated pursdant-to under
clause{a) (1). If the amount of total present assets exceeds the amount of the total accrued liability, then the special
fund shall-be is considered to have a surplus over full funding. If the amount of the total present assetsis less than
the amount of the total accrued liability, then the special fund shal-be is considered to have a deficit from full
funding. If the amount of total present assets is equal to the amount of the total accrued liability, then the specia
fund shall-be is considered to be fully funded.

2 (c) Thefinancial requirements of the special fund for the following calendar year shalt must be determined in
the following manner:

{2 (1) Thetotd accrued liability of the specia fund for all active and deferred members of the relief association
as of December 31 of the calendar year next following the current calendar year shalt must be cal culated pursuant-to
under subdivisions 2 and 2a, if applicable.

{b} (2) Theincreasein the total accrued liability of the special fund for the following calendar year over the tota
accrued liability of the special fund for the current year shall must be cal cul ated.

{e) (3) The amount of anticipated future adminigtrative expenses of the special fund shalt must be calculated by
multiplying the dollar amount of the adminigrative expenses of the special fund for the most recent prior calendar
year by thefactor of 1.035.

{&) (4) If the special fund is fully funded, the financial requirerment requirements of the special fund for the
following calendar year shall-be are the figure-whichrepresents-the-increase-in-the total aeccrued-Hability of the
special-fund-as amounts cal cul ated pursdant-to-sdbeladse{b) under clauses (2) and (3).
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{e} (5) If the special fund has a deficit from full funding, the financial requirements of the specid fund for the
following calendar year shall-be are the financia requirements of the special fund calculated as though the special
fund were fully funded pursdant-to-sdbeladse{d) under clause (4) plus an amount equa to one-tenth of the original
amount of the def|C|t from full funding of the spedal fund as determined pu#saaqt—tethmseetlen—fer—theeaieqdat

thedeﬁert—#em%ﬂi—tundmgef—thespeeial—fund under cl ause (_) resulting either from an increase in the amount of
the service pension aceruing-after- Becember-31,-1971 occurring in the last ten years or from a net annual investment
loss occurring during the last ten years until each increase in the deficit from full funding isfully retired. The annual
amortization contribution under this clause may not exceed the amount of the deficit from full funding.

B (6) If the specia fund has a surplus over full funding, the financial requirements of the special fund for the
following calendar year shall-be are the financia requirements of the special fund calculated as though the special
fund were fully funded pursuant-to-subelause-{d) under clause (4) reduced by an amount equa to one-tenth of the
amount of the surplus over full funding of the specia fund.

3} (d) The minimum obligation of the municipaity with respect to the special fund shalbe is the financia
requirements of the special fund reduced by the amount of any fire state aid payable pursdant-to under sections
69.011 to 69.051 reasonably anticipated to be received by the municipality for transmittal to the special fund during
the following calendar year, an amount of interest on the assets of the special fund projected to the beginning of the
following calendar year caculated at the rate of five percent per annum, and the amount of any anticipated
contributions to the special fund required by the relief association bylaws from the active members of the relief
association reasonably anticipated to be received during the following calendar year. A reasonable amount of
anticipated fire state aid is an amount that does not exceed the fire state aid actually received in the prior year
multiplied by the factor 1.035.

Sec. 5. Minnesota Statutes 2004, section 69.772, subdivision 4, is amended to read:

Subd. 4. [CERTIFICATION OF FINANCIAL REQUIREMENTS AND MINIMUM MUNICIPAL
OBLIGATION; LEVY.] (& The officers of the rdief association shall certify the financid reguirements of the
special fund of the relief association and the minimum obligation of the municipality with respect to the specid fund
of therelief association as determined pursuant-te under subdivision 3 to the governing body of the municipality on
or before August 1 of each year. The financial requirements of the relief association and the minimum municipal
obligation must be included in the financia report or financial statement under section 69.051.

(b) The municipality shall provide for at least the minimum obligation of the municipality with respect to the
special fund of the relief association by tax levy or from any other source of public revenue.

(€) The municipality may levy taxes for the payment of the minimum municipal obligation without any
limitation as to rate or amount and irrespective of any limitations imposed by other provisions of law upon therate
or amount of taxation until the balance of the special fund or any fund of the relief association has attained a
specified level. In addition, any taxes levied pursdant-te under this section shall mugt not cause the amount or rate
of any other taxes levied in that year or to be levied in a subsequent year by the municipality which are subject to a
limitation asto rate or amount to be reduced.

(d) If the municipality does not include the full amount of the minimum municipal obligationsin itslevy for any
year, the officers of the relief association shdl certify that amount to the county auditor, who shall spread alevy in
the amount of the certified minimum municipal obligation on the taxable property of the municipality.

(e) If the state auditor determines that a municipal contribution actually made in a plan year was insufficient
under section 69. 771 subdivision 3, paraqraph (©), clause (5), the state auditor may request a copy of the
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Sec. 6. Minnesota Statutes 2004, section 69.773, subdivision 4, is amended to read:

Subd. 4. [FINANCIAL REQUIREMENTS OF SPECIAL FUND.] Prierte (a) On or before August 1 of each
year, the officers of the relief association shall determine the financia requirements of the special fund of the relief
association in accordance with the requirements of this subdivision.

(b) Thefinancial requirements of the relief association shall must be based on the most recent actuarial valuation
of the specid fund prepared in accordance with subdivision 2. If the relief association has an unfunded actuarial
accrued liability as reported in the most recent actuarial valuation, the financial requirements shak must be
determined by adding the figures cal cul ated pursdant-te under paragraph (d), clauses (a) (1), (b} (2), and €€} (3). If
the relief association does not have an unfunded actuarial accrued liability as reported in the most recent actuaria
valuation, the financial requirements shalk must be an amount equal to the figure calculated pursdant-to under
paragraph (d), clauses &) (1) and (b} (2), reduced by an amount egqual to one-tenth of the amount of any assets in
excess of the actuarial accrued liability of therelief association.

(€) The determination of whether or not the relief association has an unfunded actuarial accrued liability shal
must be based on the current market value of assets for which amarket value is readily ascertainable and the cost or
book value, whichever isapplicable, for assets for which no market valueisreadily ascertainable.

{a) (d) The components of the financial requirements of therelief association are the following:

(1) Thenormal level cost requirement for the following year, expressed as a dollar amount, shalk-be is the figure
for thenormal level cost of therelief association as reported in the actuarial valuation.

{b} (2) The amount of anticipated future administrative expenses of the special fund shalt must be calculated by
multiplying the dollar amount of the adminigrative expenses of the special fund for the most recent prior calendar
year by thefactor of 1.035.

{e} (3) The amortization contribution requirement to retire the current unfunded actuarial accrued liability by the
established date for full funding shal-be is the figure for the amortization contribution as reported in the actuarial
valuation. If there has not been a change in the actuaria assumptions used for calculating the actuaria accrued
liability of the special fund, a change in the bylaws of the relief association governing the service pensions,
retirement benefits, or both, payable from the special fund, or a change in the actuarial cost method used to value all
or aportion of the special fund which change or changes, which by themsalves, without inclusion of any other items
of increase or decrease, produce a net increase in the unfunded actuarial accrued liability of the special fund shee
December-31,-1970, the established date for full funding shall-be is the December 311990 occurring ten years later.
If there has been a change in the actuarid assumptions used for calculating the actuarial accrued liability of
the special fund, a change in the bylaws of the relief association governing the service pensions, retirement
benefits, or both payable from the special fund or a change in the actuarial cost method used to value dl or a
portion of the special fund 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 actuarid accrued liability of the specia fund sinee

Deee%ber%l—lglg—but—pner—teda%lepy—l—lglg Wlthln the past 20 20 years, the eﬂabhshed date for fuII fundmg shd4

shalt must be determlned using the following procedure

(i) the unfunded actuarial accrued liahility of the special fund attributable to experience |osses that have occurred
since the most recent prior actuaria valuation must be determined and the level annual dollar contribution needed to
amortize the experience |oss over a period of ten years ending on the December 31 occurring ten years later must be
calculated;
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(i) the unfunded actuaria accrued liability of the special fund shalt must be determined in accordance with the
provisions governing service pensions, retirement benefits, and actuarial assumptionsin effect before an applicable
change;

£ (iii) the level annual dollar contribution needed to amortize this unfunded actuarial accrued liability amount
by the date for full funding in effect prierto before the change shall mugt be calculated using the interest assumption
specified in section 356.215, subdivision 8, in effect before any applicable change;

£ (iv) the unfunded actuarial accrued liability of the special fund shalt must be determined in accordance with
any new provisions governing service pensions, retirement benefits, and actuaria assumptions and the remaining
provisions governing service pensions, retirement benefits, and actuarial assumptionsin effect before an applicable
change;

v} (v) the level annua dollar contribution needed to amortize the difference between the unfunded actuarial
accrued liahility amount caculated pursdant-to-subelabse(i) under item (ii) and the unfunded actuarial accrued
liability amount cal culated pursuant-to-subelause-(H) under item (iv) over aperiod of 20 years starting December 31
of the year in which the change is effective shall must be calculated using the interest assumption specified in
section 356.215, subdivision 8, in effect after any applicable change;

{4 (vi) the annual amortization contribution calculated pursdant-to-subeladse-(v)-shall under item (v) must be
added to the annual amortization contribution cal culated pursdant-te-subeladse-{iH) under items (i) and (iii);

{vi) (vii) the period in which the unfunded actuaria accrued liability amount determined in subeladse-{i) item
(iv) will be amortized by the total annual amortization contribution computed pursdant-to-subelause-(v)-shall under
item (vi) must be calculated using the interest assumption specified in section 356.215, subdivision 8, in effect after
any applicable change, rounded to the nearest integral number of years, but which shall must not exceed a period of
20 years from the end of the year in which the determination of the date for full funding using this procedure is
made and which shall must not be less than the period of years beginning in the year in which the determination of
the date for full funding using this procedure is made and ending by the date for full funding in effect before the
change;

{vity (viii) the period determined pursuant-te-subelause(vi)-shall under item (vii) must be added to the date as of
which the actuarial valuation was prepared and the resulting date shaH-be is the new date for full funding.

Sec. 7. Minnesota Statutes 2004, section 69.773, subdivision 5, is amended to read:

Subd. 5. [MINIMUM MUNICIPAL OBLIGATION.] (a) The officers of the relief association shall determine
the minimum obligation of the municipality with respect to the special fund of the rdief association for the
following calendar year prierto on or before August 1 of each year in accordance with the requirements of this
subdivision.

(b) The minimum ohligation of the municipality with respect to the special fund shal-be is an amount equal to
the financia requirements of the specid fund of the relief association determined pursuant-to under subdivision 4,
reduced by the estimated amount of any fire state aid payable pursuant—to under sections 69.011 to 69.051
reasonably anticipated to be received by the municipality for transmittal to the special fund of the relief association
during the following year and the amount of any anticipated contributions to the special fund required by the relief
association bylaws from the active members of the relief association reasonably anticipated to be received during the
following calendar year. A reasonable amount of anticipated fire state aid is an amount that does not exceed thefire
state aid actually received in the prior year multiplied by the factor 1.035.
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(c) The officers of the relief association shall certify the financia requirements of the special fund of the relief
association and the minimum obligation of the municipality with respect to the special fund of the relief association
as determined pursdant-te under subdivision 4 and this subdivision to the governing body of the municipality by
August 1 of each year. The financia requirements of the relief association and the minimum municipal obligation
must be included in the financial report or financial statement under section 69.051.

(d) The municipality shall provide for at least the minimum obligation of the municipality with respect to the
special fund of the relief association by tax levy or from any other source of public revenue. The municipaity may
levy taxes for the payment of the minimum municipal obligation without any limitation as to rate or amount and
irrespective of any limitations imposed by other provisions of law or charter upon the rate or amount of taxation
until the balance of the special fund or any fund of the relief association has attained a specified level. In addition,
any taxes levied pursuant-to under this section shalk must not cause the amount or rate of any other taxes levied in
that year or to be levied in a subsequent year by the municipality which are subject to a limitation as to rate or
amount to be reduced.

(€) If the municipdity does not include the full amount of the minimum municipal obligation in itslevy for any
year, the officers of the relief association shdl certify that amount to the county auditor, who shall spread alevy in
the amount of the minimum municipal obligation on the taxable property of the municipality.

(f) If the state auditor determines that a municipal contribution actually made in a plan year was insufficient
under section 69.771, subdivision 3, paragraph (c), clause (5), the state auditor may request from the relief
association or from the city a copy of the certifications under this subdivision. The relief association or the city,

Sec. 8. Minnesota Statutes 2004, section 69.775, is amended to read:
69.775 [INVESTMENTS)]

(a) The specia fund assets of the arelief associations associ ation governed by sections 69.771 to 69.776 must be
invested in securitiesthat are authorized investments under section 356A.06, subdivision 6 or 7.

(b) Notwithstanding the foregoing, up to 75 percent of the market value of the assets of the special fund, not
including any money market mutual funds, may be invested in open-end investment companies registered under the
federal Investment Company Act of 1940, if the portfolio investments of the investment companies comply with the
type of securities authorized for investment under section 356A.06, subdivision 7.

(c) Securities held by the associations before June 2, 1989, that do not meet the requirements of this section may
be retained after that date if they were proper investments for the association on that date.

(d) The governing board of the association may select and appoint investment agenciesto act for and in its behal f
or may certify special fund assets for investment by the State Board of Investment under section 11A.17.

(e) The governing board of the association may certify general fund assets of the relief association for investment
by the State Board of Investment in fixed income pools or in a separately managed account at the discretion of the
State Board of Investment as provided in section 11A.14.

(f) The governing board of the association may select and appoint a qualified private firm to measure
management performance and return on investment, and the firm shall use the formula or formulas devel oped by the
state board under section 11A.04, clause (11).
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Sec. 9. Minnesota Statutes 2004, section 356A.06, subdivision 7, is amended to read:

Subd. 7. [EXPANDED LIST OF AUTHORIZED INVESTMENT SECURITIES] (a) [AUTHORITY.] Except
to the extent otherwise authorized by law or bylaws, a covered pension plan not described by subdivision 6,
paragraph (a), may invest its assets only in accordance with this subdivision.

(b) [SECURITIES GENERALLY.] The covered pension plan has the authority to purchase, sdl, lend, or
exchange the securities specified in paragraphs (c) to {g} (h), incduding puts and call options and future contracts
traded on a contract market regulated by a governmental agency or by a financid institution regulated by a
governmental agency. These securities may be owned as units in commingled trusts that own the securities

described in paragraphs (c) to {g) (h).

(c) [GOVERNMENT OBLIGATIONS.] The covered pension plan may invest funds in governmental bonds,
notes, bills, mortgages, and other evidences of indebtedness provided the issue is backed by the full faith and credit
of the issuer or the issue is rated among the top four quality rating categories by a nationally recognized rating
agency. The obligations in which funds may be invested under this paragraph include guaranteed or insured issues
of (1) the United States, its agencies, its ingrumentalities, or organizations created and regulated by an act of
Congress, (2) Canada and its provinces, provided the principal and interest is payable in United States dollars, (3)
the states and their municipalities, political subdivisions, agencies, or instrumentalities; (4) the International Bank
for Reconstruction and Development, the Inter-American Development Bank, the Asian Development Bank, the
African Development Bank, or any other United States government sponsored organization of which the United
States isamember, provided the principa and interest is payablein United States dollars.

(d) [CORPORATE OBLIGATIONS.] The covered pension plan may invest funds in bonds, notes, debentures,
transportation equipment obligations, or any other longer term evidences of indebtedness issued or guaranteed by a
corporation organized under the laws of the United States or any state thereof, or the Dominion of Canada or any
province thereof if they conform to the following provisions:

(1) the principal and interest of obligations of corporations incorporated or organized under the laws of the
Dominion of Canada or any province thereof must be payable in United States dollars; and

(2) ohbligations must be rated among the top four quality categories by a nationally recognized rating agency.

(e) [OTHER OBLIGATIONS.] (1) The covered pension plan may invest funds in bankers acceptances,
certificates of deposit, deposit notes, commercial paper, mortgage participation certificates and pools, asset backed
securities, repurchase agreements and reverse repurchase agreements, guaranteed investment contracts, savings
accounts, and guaranty fund certificates, surplus notes, or debentures of domestic mutua insurance companies if
they conform to the following provisions:

(i) bankers acceptances and deposit notes of United States banks are limited to those issued by banksrated in the
highest four quality categories by a nationally recognized rating agency;

(i) certificates of deposit are limited to those issued by (A) United States banks and savings ingtitutions that are
rated in the highest four quality categories by a nationally recognized rating agency or whose certificates of deposit
arefully insured by federal agencies; or (B) credit unions in amounts up to the limit of insurance coverage provided
by the National Credit Union Adminigtration;

(iii) commercial paper islimited to those issued by United States corporations or their Canadian subsidiaries and
rated in the highest two quality categories by a nationally recognized rating agency;
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(iv) mortgage participation or pass through certificates evidencing interests in pools of first mortgages or trust
deeds on improved real estate located in the United States where theloan to valueratio for each loan as calculated in
accordance with section 61A.28, subdivision 3, does not exceed 80 percent for fully amortizable residentia
propertiesand in dl other respects meets the requirements of section 61A.28, subdivision 3;

(v) collateral for repurchase agreements and reverse repurchase agreements is limited to letters of credit and
securities authorized in this section;

(vi) guaranteed investment contracts are limited to those issued by insurance companies or banks rated in the top
four quality categories by a nationally recognized rating agency or to alternative guaranteed investment contracts
where the underlying assets comply with the requirements of this subdivision;

(vii) savings accounts are limited to those fully insured by federal agencies; and

(viii) asset backed securities must be rated in the top four quality categories by a nationally recognized rating
agency.

(2) Sections 16A.58, 16C.03, subdivison 4, and 16C.05 do not apply to certificates of deposit and
collateralization agreements executed by the covered pension plan under clause (1), item (ii).

(3) In addition to investments authorized by clause (1), item (iv), the covered pension plan may purchase from
the Minnesota Housing Finance Agency all or any part of a pool of residentia mortgages, not in default, that has
previously been financed by the issuance of bonds or notes of the agency. The covered pension plan may also enter
into a commitment with the agency, at the time of any issue of bonds or notes, to purchase at a specified future date,
not exceeding 12 years from the date of the issue, the amount of mortgage loans then outstanding and not in default
that have been made or purchased from the proceeds of the bonds or notes. The covered pension plan may charge
reasonable fees for any such commitment and may agree to purchase the mortgage loans at a price sufficient to
produce a yield to the covered pension plan comparable, in its judgment, to the yield available on similar mortgage
loans at the date of the bonds or notes. The covered pension plan may also enter into agreements with the agency
for the investment of any portion of the funds of the agency. The agreement must cover the period of the
investment, withdrawal privileges, and any guaranteed rate of return.

(f) [CORPORATE STOCKS.] The covered pension plan may invest fundsin stocks or convertible issues of any
corporation organized under the laws of the United States or the states thereof, any corporation organized under the
laws of the Dominion of Canada or its provinces, or any corporation listed on the-New-Y-ork-Stock-Exchange-or-the
Arnerican-Steck-Exehange an exchange regulated by an agency of the United States or of the Canadian national
government, if they conform to the following provisions:

(1) the aggregate value of corporate stock investments, as adjusted for realized profits and losses, must not
exceed 85 percent of the market or book value, whichever isless, of afund, less the aggregate value of investments
according to sabdivision-6 paragraph (h);

(2) investments must not exceed five percent of thetotal outstanding shares of any one corporation.
(g) [EXCHANGE TRADED FUNDS.] The covered pension plan may invest funds in exchange traded funds,

subject to the maximums, the requirements, and the limitations set forth in paragraph (d), (e), (f), or (h), whichever
applies.

(h) [OTHER INVESTMENTS] (1) In addition to the investments authorized in paragraphs (b) to (£} (g), and
subject to the provisionsin clause (2), the covered pension plan may invest fundsin:
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(i) venture capital investment businesses through participation in limited partnerships and corporations,

(i) red estate ownership interests or loans secured by mortgages or deeds of trust through investment in limited
partnerships, bank sponsored collective funds, trusts, and insurance company commingled accounts, including
separate accounts,

(iii) regiond and mutual funds through bank sponsored collective funds and open-end investment companies
registered under the Federa Investment Company Act of 1940;

(iv) resource investments through limited partnerships, private placements, and corporations; and
(V) international securities.
(2) Theinvestments authorized in clause (1) must conform to the following provisions:

(i) the aggregate value of all investments made according to clause (1) may not exceed 35 percent of the market
value of the fund for which the covered pension plan isinvesting;

(ii) there must be at least four unrelated owners of the investment other than the state-beard covered pension plan
for investments made under clause (1), item (i), (ii), (iii), or (iv);

(iii) covered penson plan participation in an investment vehicle is limited to 20 percent thereof for investments
made under clause (1), item (i), (ii), (iii), or (iv); and

(iv) covered pension plan participation in alimited partnership does not include a genera partnership interest or
other interest involving general liability. The covered pension plan may not engage in any activity as a limited
partner which creates genera liabhility.

Sec. 10. Minnesota Statutes 2004, section 424A.02, subdivison 3, is amended to read:

Subd. 3. [FLEXIBLE SERVICE PENSION MAXIMUMS] (&) Annualy on or before August 1 as part of the
certification of the financial requirements and minimum municipal obligation determined under section 69.772,
subdivision 4, or 69.773, subdivision 5, as applicable, the secretary or some other official of the relief association
designated in the bylaws of each relief association shall calculate and certify to the governing body of the applicable
qualified municipality the average amount of available financing per active covered firefighter for the most recent
three-year period. The amount of available financing shall include any amounts of fire state aid received or
receivable by the relief association, any amounts of municipal contributions to the relief association raised from
levies on redl estate or from other available revenue sources exclusive of fire state aid, and one-tenth of the amount
of assetsin excess of the accrued liabilities of the relief association calculated under section 69.772, subdivision 2;
69.773, subdivisions 2 and 4; or 69.774, subdivision 2, if any.

(b) The maximum service penson which the rdief association has authority to provide for in its bylaws for
payment to a member retiring after the cal culation date when the minimum age and service requirements specified in
subdivision 1 are met must be determined using the table in paragraph (c) or (d), whichever applies.

(c) For areief association where the governing bylaws provide for a monthly service pension to a retiring
member, the maximum monthly service pension amount per month for each year of service credited that may be

calculation of the average amount of the available financing per active covered firefighter or the maximum service
pension figure corresponding to the average amount of available financing per active covered firefighter:
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Minimum Average Amount of Maximum Service Pension
Available Financing per Amount Payable per Month
Firefighter for Each Year of Service

$... $25
4241 .50
8481 1.00
126 122 1.50
168 162 2.00
209 203 2.50
252 243 3.00
294 284 350
335 324 4.00
378 365 450
420 405 5.00
5063 486 6.00
587 567 7.00
672 648 8.00
755 729 9.00
839 810 10.00
923 891 11.00
1007 972 12.00
4090 1053 13.00
11751134 14.00
1259 1215 15.00
1342 1296 16.00
1427 1377 17.00
4510 1458 18.00
4594 1539 19.00
1677 1620 20.00
1762 1701 21.00
18451782 22.00
1888 1823 22.50
4929 1863 23.00
2014 1944 24.00
2098 2025 25.00
2183 2106 26.00
2267 2187 27.00
2351 2268 28.00
2436 2349 29.00
2520 2430 30.00
2604 2511 31.00
2689 2592 32.00
273 2673 33.00
2857 2754 34.00
2942 2834 35.00
3026 2916 36.00
3110 2997 37.00
3194 3078 38.00
3278 3159 39.00

3362 3240 40.00
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3446 3321
3530 3402
36314 3483
3698 3564
382 3645
3866 3726
3950 3807
4034 3883
4118 3969
4202 4050
4286 4131
43704212

Effective beginning December-31,-2003:

4454 4293
45384374
4622 4455
4706 4536

41.00
42.00
43.00
44.00
45.00
46.00
47.00
48.00
49.00
50.00
51.00
52.00

53.00
54.00
55.00
56.00

3823

(d) For ardief association in which the governing bylaws provide for a lump sum service pension to a retiring
member, the maximum lump sum service pension amount for each year of service credited that may be provided for

the average amount of the available financing per active covered firefighter or the maximum service pension figure

corresponding to the average amount of available financing per active covered firefighter for the applicable specified

period:

Minimum Average Amount
of Available Financing
per Firefighter

$.
11
16
23
27
32
43
54
65
77
86
97
108
131
151
173
194
216
239
259

Maximum Lump Sum Service
Pension Amount Payable
for Each Year of Service

$10

20

30

40

50

60

80
100
120
140
160
180
200
240
280
320
360
400
440
480
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281
302
324
347
367
389
410
432
486

594

702

756

810

864

918

972
1026
1080
1134
1188
1242
1296
1350
1404
1458
1512
1566
1620
1672
1726
1753
1780
1820
1834
1888
1942
1996
2023
2050
2104
2158
2212
2265
2319
2373
2427
2481
2535
2589
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520
560
600

680

720

760

800

900
1000
1100
1200
1300
1400
1500
1600
1700
1800
1900
2000
2100
2200
2300
2400
2500
2600
2700
2800
2900
3000
3100
3200
3250
3300
3375
3400
3500
3600
3700
3750
3800
3900
4000
4100
4200
4300
4400
4500
4600
4700
4800

[56TH DAY
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2643 4900
2697 5000
2751 5100
2805 5200
2859 5300
2913 5400
2967 5500
3021 5600
3075 5700
3129 5800
3183 5900
3237 6000
32901 6100
3345 6200
3399 6300
3453 6400
3507 6500
3561 6600
3615 6700
3669 6800
3723 6900
3777 7000
Effective beainnina L ber312003:
3831 7100
3885 7200
3939 7300
3993 7400
4047 7500

(e) For ardief association in which the governing bylaws provide for a monthly benefit service pension as an
aternative form of service pension payment to a lump sum service pension, the maximum service pension amount
for each pension payment type must be determined using the applicable table contained in this subdivision.

(f) If arelief association establishes a service pension in compliance with the applicable maximum contained in
paragraph (c) or (d) and the minimum average amount of available financing per active covered firefighter is
subsequently reduced because of a reduction in fire state aid or because of an increase in the number of active
firefighters, therelief association may continue to provide the prior service pension amount specified in its bylaws,
but may not increase the service pension amount until the minimum average amount of available financing per
firefighter under thetable in paragraph (c) or (d), whichever applies, permits.

(g) No rdief association is authorized to provide a service pension in an amount greater than the largest
applicable flexible service pension maximum amount even if the amount of available financing per firefighter is
greater than the financing amount associated with the largest applicable flexible service pension maximum.

Sec. 11. Minnesota Statutes 2004, section 424A.02, subdivison 4, is amended to read:
Subd. 4. [DEFINED CONTRIBUTION LUMP SUM SERVICE PENSIONS] (a) If the bylaws governing the

relief association so provide exclusively, the relief association may pay a defined contribution lump sum service
pension in lieu of any defined benefit service pension governed by subdivision 2.
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(b) Anindividual account for each firefighter who isamember of therdief association shall must be established.
To each individual active member account shall must be credited arightto an equal share of: {&} (1) any amounts of
fire state aid recelved by the reief association; (b} (2) any amounts of municipa contributions to the relief
association raised from levies on real estate or from other available revenue sources exclusive of fire state aid; and
{e} (3) any amounts equal to the share of the assets of the special fund to the credit of: {2} (i) any former member
who terminated active service with the fire department to which the relief association is associated prierto before
meeting the minimum service requirement provided for in subdivision 1 and has not returned to active service with
the fire department for a period no shorter than five years; or {2} (ii) any retired member who retired priorto before
obtaining a full nonforfeitable interest in the amounts credited to the individual member account pursdant-te under
subdivision 2 and any applicable provision of the bylaws of the relief association. In addition, any irterest—or
investment ieome-earned return on the assets of the special fund shalt must be credited in proportion to the share of

investment return isrecognized by and credited to the specid fund.

(c) At the time of retirement pursdant-te under subdivision 1 and any applicable provision of the bylaws of the
relief association, aretiring member shall-be is entitled to that portion of the assets of the special fund to the credit of
the member in the individua member account which is nonforfeitable pursdant-to under subdivision 2 and any
applicable provision of the bylaws of the relief association based on the number of years of service to the credit of
theretiring member.

Sec. 12. Minnesota Statutes 2004, section 424A.02, subdivison 7, is amended to read:

Subd. 7. [DEFERRED SERVICE PENSIONS] (a) A member of a rdief association te-which-this-section
apphiesis entitled to a deferred service pension if the member:

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

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

(3) separates from active service and membership before reaching age 50 or the minimum age for retirement and
commencement of a service pension specified in the bylaws governing the relief association if that age is greater
than age 50.

(b) The deferred service pension starts is payable when the former member reaches age 50, or the minimum age
specified in the bylaws governing the relief association if that age is greater than age 50, and when the former
member makes a valid written application.

(c) A relief association that provides a lump sum service pension governed by subdivision 3 may, when its
governing bylaws so provide, pay interest on the deferred lump sum service pension during the period of deferral. |If
provided for in the bylaws, interest must be paid in one of the following manners:

(2) at the investment performance rate actually earned on that portion of the assetsif the deferred benefit amount
is invested by the relief association in a separate account established and maintained by the relief association or if
the deferred benefit amount isinvested in a separate investment vehicle held by the relief association;

(2) a the an interest rate of up to five percent, compounded annually, as set by the board of directors and
approved as provided in subdivision 10; or
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(3) a arate equal to the actual time weighted total rate of return investment performance of the special fund as
reported by the Office of the State Auditor under section 356.219, up to five percent, compounded annually, and
applied consistently for al deferred service pensioners.

{d) A reief association may not use the method provided for in paragraph-(€); clause (3), until it has modified its
bylaws to be consistent with that clause.

(d) Interest under paragraph (c), clause (2) or (3), is payable from the first day of the month next following the
date on which the municipality has approved the deferred service pension interest rate established by the board of
trustees or from the first day of the month next following the date on which the member separated from active fire
department service and relief association membership, whichever is later, to the last day of the month immediately
before the month in which the deferred member becomes digible to begin receipt of the service pension and applies

for the deferred service pension.

(e) A relief association that provides a defined contribution service pension may, if its governing bylaws so
provide, credit interest or additiona investment performance on the deferred lump sum service pension during the
period of deferrd. If provided for in the bylaws, the interest must be paid in one of the manners specified in
paragraph (c) or alternatively therelief association may credit any investment return on the assets of the special fund

special fund to the credit of each individua deferred member account through the date on which the investment
return isrecognized by and credited to the specia fund.

(f) For a deferred service pension that is transferred to a separate account established and maintained by the
relief association or separate investment vehicle held by the relief association, the deferred member bears the full
investment risk subsequent to transfer and in calculating the accrued liability of the volunteer firefighters relief
association that pays a lump sum service pension, the accrued liability for deferred service pensions is equal to the
separate relief association account balance or the fair market value of the separate investment vehicle held by the
relief association.

B (g) The deferred service pension is governed by and must be calculated under the generd statute, specia law,
relief association articles of incorporation, and relief association bylaw provisions applicable on the date on which
the member separated from active service with the fire department and active membership in the relief association.

Sec. 13. [424A.021] [CREDIT FOR BREAK IN SERVICE TO PROVIDE UNIFORMED SERVICE.]

Subdivision 1. [AUTHORIZATION.] Subject to restrictions stated in this section, a volunteer firefighter whois
absent from firefighting service due to service in the uniformed services, as defined in United States Code, title 38,
section 4303(13), may obtain service credit if the relief association is a defined benefit plan or an alocation of any
fire state aid, any municipal contributions, and any investment return received by the relief association if the relief
association is a defined contribution plan for the period of the uniformed service, not to exceed five years, unless a
longer period isrequired under United States Code, title 38, section 4312,

Subd. 2. [LIMITATIONS] (a) To be digible for service credit or an investment return allocation under this
section, the volunteer firefighter must return to firefighting service with coverage by the same relief association or
by the successor to that relief association upon discharge from service in the uniformed service within the time
framerequired in United States Code, title 38, section 4312(¢).

(b) Service credit or an investment return allocation is not authorized if the firefighter separates from uniformed
service with a dishonorable or bad conduct discharge or under other than honorable conditions.
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(c) Service credit or an investment return allocation is not authorized if the firefighter fails to provide notice to
the fire department that the individua isleaving to provide service in the uniformed service, unlessit is not feasible
to provide that notice due to the emergency nature of the situation.

Sec. 14. Minnesota Statutes 2004, section 424A.04, subdivison 1, is amended to read:

Subdivision 1. [MEMBERSHIP.] (a) Every A relief association that is directly associated with a municipa fire
department shall must be managed by a board of trustees consisting of nine members. Six trustees shall must be
eected from the membership of the relief association and three trustees shalk must be drawn from the officials of the
municipalities served by the fire department to which the relief association is directly associated. The bylaws of a
relief association which provides a monthly benefit service pension may provide that one of the six trustees elected
from the relief association membership may be a retired member receiving a monthly pension who is elected by the
membership of the relief association. The three ex—officte municipal trustees shal-be-the-mayer-the-clerk—clerk-
treasurer-or-finance-director; mus be one e ected municipal official and one elected or appointed municipa official
who are designated as municipal representatives by the municipa governing board annually and the chief of the
municipal fire department.

(b) Every A rdief association that is a subsidiary of an independent nonprofit firefighting corporation shalt must
be managed by a board of trustees consisting of ten nine members. Six trustees shal must be eected from the
membership of the relief association, three two trustees shalt must be drawn from the officials of the municipalities
served by the fire department to which the relief association is directly associated, and one trustee shall be the fire
chief serving with the independent nonprofit firefighting corporation. The bylaws of a relief association may
provide that one of the six trustees elected from the relief association membership may be a retired member
receiving a monthly pension who is elected by the membership of the relief association. The three-ex-officio two
municipal trustees wheo-are-the-elected-officialsshall must be eected or appointed municipa officials, seected as
follows:

(1) if only one municipality contracts with the independent nonprofit firefighting corporation, the ex—officio
municipal trustees shal must be three-elected two officials of the contracting municipality who are designated
annually by the governing body of the municipdity;

3} (2) if three two or more municipalities contract with the independent nonprofit corporation, the ex—efficio
municipal trustees shal must be one elected official ef from each of the three two largest municipalities in
population who are designated annually by the governing bodies of the applicable municipalities.

(c) The municipal trusteesfor arelief association that is directly associated with a fire department operated as or
by ajoint powers entity must be designated annually by the joint powers board. The municipa trustees for a relief
association that is directly associated with a fire department service area township must be designated by the
township board.

(d) If arelief association lacks the ex-offieie municipa board members provided for in paragraph (a), (b), or (b}
() because the fire department is not located in or associated with an organized municipality, joint powers entity, or
township, the ex-effieio municipal board members must be appointed from the fire department service area by the
board of commissioners of the applicable county.

(€) The term of these appointed ex-efficio municipal board members is threeyears one year or until the person's
successor isqualified, whichever islater.
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{dy-An-exofficio (f) A municipd trustee under paragraph (a), (b), er (c) shatkhave, or (d) has al therights and
duties accorded to any other trustee, except theright to be an officer of therelief association board of trustees.

{e) () A board shat must have at least three officers, which-shall-be who are a president, a secretary and a
treasurer. These officers shall must be el ected from among the elected trustees by either the full board of trustees or
by the membership, as specified in the bylawsand. In no event shall may any trustee hold more than one officer
position at any onetime. The terms of the elected trustees and of the officers of the board shalt must be specified in
the bylaws of the relief association, but shalk may not exceed three years. |If the term of the elected trustees exceeds

one year, the election of the various trustees el ected from the membership shal-initiahy-and-shall-thereafter-continue
to must be staggered on asequal abasisasis practicable.

Sec. 15. Minnesota Statutes 2004, section 424B.10, subdivision 1, isamended to read:

Subdivision 1. [BENEFITS] (a) Notwithstanding any provision of section 424A.02, subdivision 3, to the
contrary, the service pension of the subsequent relief association as of the effective date of consolidation is either the
service pension amount specified in clause (1) or the service pension amounts specified in clause (2), as provided for
in the consolidated relief association's articles of incorporation or bylaws:

(1) the highest dollar amount service pension amount of any prior volunteer firefighters relief association in
effect immediately before the consolidation initiation if the penson amount was implemented consistent with
section 424A.02; or

(2) for service rendered by each individua volunteer firefighter before consolidation, the service pension amount
under the consolidating volunteer firefighters relief association that the firefighter belonged to immediately before
the consolidation if the pension amount was implemented consistent with section 424A.02 and for service rendered
after the effective date of the consolidation, the highest dollar amount service pension of any of the consolidating
volunteer firefighters relief associations in effect immediately before the consolidation if the penson amount was
implemented consistent with section 424A.02.

(b) Any increase in the service pension amount beyond the amount implemented under paragraph (a) must
conform with the requirements and limitations of sections 69.771 to 69.775 and 424A.02.

Sec. 16. [STUDY OF STATEWIDE LUMP-SUM VOLUNTEER FIREFIGHTER RETIREMENT PLAN;
CREATION OF TASK FORCE.]

Subdivision 1. [TASK FORCE MEMBERSHIP.] (a) A statewide Volunteer Firefighter Retirement Plan Study
Task Forceis created.

(1) four members who are appointed by the president of the Minnesota Area Relief Association coalition;

(2) four members who are appointed by the president of the Minnesota State Fire Department Association;

(3) four members who are appointed by the president of the Minnesota State Fire Chiefs Association;

(4) four members who are appointed by the board of directors of the League of Minnesota Cities;

(5) two members who are appointed by the board of directors of the Insurance Federation of Minnesota;
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(6) two members who are appointed by the board of directors of the Minnesota Association of Farm Mutual
Insurance Companies; and

(7) the Minnesota gtate auditor or the auditor's designee.

(c) Appointments must be made on or before July 1, 2005. If the appointment isnot made in atimely manner, or
if thereis a vacancy, the state auditor shall appoint the task force member or the replacement member.

(e) Administrative services for the task force must be provided by the Department of Public Safety.

Subd. 2. [TASK FORCE DUTIES.] (@) The task force shall conduct fact finding regarding the creation of a
statewide volunteer firefighter retirement plan.

(b) The task force shall recommend whether or not a statewide volunteer firefighter retirement plan should be
created. If the task force concludes a statewide volunteer firefighter retirement plan has merit, the task force shall
recommend the investment vehicle or vehicles to be utilized by the plan, the administration and corporate
governance structure of the plan, the incentives needed to formulate the plan, the limitations applicable to the plan,
and the state resources needed to be dedicated to the plan. The task force may also consider creation of regiona
volunteer firefighter retirement plans.

Subd. 3. [REPORT.] The task force shall prepare a report detailing its findings about a potential statewide or
regiona volunteer firefighter retirement plan or plans. The report is due January 15, 2006, and must be filed with
the Legidative Reference Library; the chair of the Legidative Commission on Pensions and Retirement; the chair of
the State and Local Governmental Operations Commiittee of the senate; the chair of the State Government Budget
Divison of the senate Finance Committeg;, the chair of the Governmental Operations and Veterans Affairs
Committee of the house of representatives; and the chair of the State Government Finance Committee of the house

of representatives.

Sec. 17. [EFFECTIVE DATE)]

(a) Sections1to 12, 14, and 15 are effective July 1, 2005.

(c) Section 16 is effective the day following final enactment.

ARTICLE 12
VARIOUS CORRECTIONS AND CLARIFICATIONS
Section 1. Minnesota Statutes 2004, section 3A.13, isamended to read:
3A.13[EXEMPTION FROM PROCESS AND TAXATION; HEALTH PREMIUM DEDUCTION.]
(a) The provisions of section 35215-shalt 356.401 apply to the legidatorsretirement plan,-chapter-3A.
(b) The executive director of the Minnesota State Retirement System must, at the request of aretired legislator
who is enrolled in a health insurance plan covering state employees, deduct the person's health insurance premiums

from the person's annuity and transfer the amount of the premium to a health insurance carrier covering state
employees.
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Sec. 2. Minnesota Statutes 2004, section 69.011, subdivision 2b, is amended to read:

Subd. 2b. [DEPARTM ENTS OF NATURAL RESOURCESAND PUBLIC SAFETY ] (a) QFFGI’—befeFeT]ul—y—l—

{€) On or before Mareh-15,-1999,-and-annualhy-on-or-before each March 15 thereafter, the commissioner of

natural resources shall certify the number of peace officers as defined in subdivision 1, clause (g), employed by the
Enforcement Division and the commissioner of public safety shall certify the number of peace officers as defined in
subdivision 1, clause (g), employed by the Bureau of Criminal Apprehension, the Gambling Enforcement Division,
and the State Patrol Division.

{d) (b) The certification must be on a form prescribed by the commissioner. Peace officers certified under this
paragraph must be included in the total certifications under subdivision 2.

Sec. 3. Minnesota Statutes 2004, section 69.021, subdivision 5, is amended to read:

Subd. 5. [CALCULATION OF STATE AID.] (a) The amount of fire state aid available for apportionment,
before the addition of the minimum fire state aid allocation amount under subdivision 7, is equal to 107 percent of
the amount of premium taxes paid to the state upon the fire, lightning, sprinkler leakage, and extended coverage
premiums reported to the commissioner by insurers on the Minnesota Firetown Premium Report. This amount shalt
must be reduced by the amount required to pay the state auditor's costs and expenses of the audits or exams of the
firefightersrelief associations.

Thetotal amount for apportionment in respect to fire state aid must not be less than two percent of the premiums
reported to the commissioner by insurers on the Minnesota Firetown Premium Report after subtracting the following
amounts:

(1) the amount required to pay the state auditor's costs and expenses of the audits or exams of the firefighters
relief associations; and

(2) one percent of the premiums reported by town and farmers mutual insurance companies and mutual property
and casualty companies with total assets of $5,000,000 or less.

(b) The total amount for apportionment as police state aid is equal to 104 percent of the amount of premium
taxes paid to the state on the premiums reported to the commissioner by insurers on the Minnesota Aid to Police
Premium Report, reduced by the amount required to pay the costs and expenses of the state auditor for audits or
exams of palice relief associations. The total amount for apportionment in respect to the police state aid program
must not be less than two percent of the amount of premiums reported to the commissioner by insurers on the
Minnesota Aid to Police Premium Report after subtracting the amount required to pay the state auditor's cost and
expenses of the audits or exams of the police relief associations.
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(c) The commissioner shal calculate the percentage of increase or decrease reflected in the apportionment over
or under the previous year's available state aid using the same premiums as a basis for comparison.

{e)} In addition to the amount for apportionment of police state aid under paragraph (b), each year $100,000 shat
must be apportioned for police state aid. An amount sufficient to pay thisincrease is annually appropriated from the
general fund.

Sec. 4. Minnesota Statutes 2004, section 69.021, subdivision 11, is amended to read:

Subd. 11. [EXCESS POLICE STATE-AID HOLDING ACCOUNT.] (a) The excess police state-aid halding
account is established in the general fund. The excess poalice state-aid holding account must be administered by the
commissioner.

(b) Excess palice state aid determined according to subdivision 10, must be deposited in the excess police state-
aid holding account.

(c) From the balance in the excess palice state-aid holding account, $900,000 is appropriated to and must be
transferred annually to the ambulance service personnel longevity award and incentive suspense account established
by section 144E.42, subdivision 2.

(d) If a police officer stre& reduction program is created by Iaw and money is appropriated for that program, an

excess police state-aid holding account.

(e) On October 1,19 & of each year, one-haf of the balance of the
excess police state-aid holdlng account remaining after the deductlons under paragraphs (c) and (d) is appropriated
for additional amortization aid under section 423A.02, subdivision 1b.

() Annually, the remaining balance in the excess police state-aid holding account, after the deductions under
paragraphs (c), (d), and (€), cancels to the general fund.

Sec. 5. Minnesota Statutes 2004, section 69.33, is amended to read:
69.33 [NAMES OF ASSOCIATIONS REPORTED TO INSURANCE COMPANIES]

The commissioner shall enclose in the annual statement blank that is sent to all fire insurance companies doing
business in this state a blank form containing the names of al-firefightersrelief-asseciationsta all cities of the first
class and-the-names-of-the-cities and require these companies, at the time of making their annual statements to the
commissioner, to state on these blanks the amount of premiums received by them upon properties insured within the
corporate limits of the cities named thereon during the year ending December 31st last past. Thereafter, before July
first each year, the commissioner shall certify to the commissioner of finance the information thus obtained, together
with the amount of the tax for the benefit of the relief-association pension plans covering firefightersin cities of the
first class paid in such year by these compani es upon these insurance premiums.
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Sec. 6. Minnesota Statutes 2004, section 69.773, subdivision 4, is amended to read:

Subd. 4. [FINANCIAL REQUIREMENTS OF SPECIAL FUND.] Prierte Before August 1 of each year, the
officers of the reief association shall determine the financial requirements of the special fund of the relief
association in accordance with the requirements of this subdivision. The financia requirements of the relief
association shal must be based on the most recent actuarial valuation of the special fund prepared in accordance
with subdivision 2. If therelief association has an unfunded actuaria accrued liability as reported in the most recent
actuarid valuation, the financia requirements shalt must be determined by adding the figures cal culated pursuant-to
under clauses (a), (b), and (c). If the relief association does not have an unfunded actuarial accrued liability as
reported in the most recent actuarial valuation, the financial requirements shall must be an amount equa to the
figure calculated pursdant-to under clauses (@) and (b), reduced by an amount equal to one-tenth of the amount of
any assets in excess of the actuarial accrued liability of the relief association. The determination of whether or not
the relief association has an unfunded actuarial accrued liability shalt must be based on the current market value of
assets for which a market value is readily ascertainable and the cost or book value, whichever is applicable, for
assets for which no market valueisreadily ascertainable.

(a) The normal level cost requirement for the following year, expressed as a dollar amount, shath-be is the figure
for thenormal level cost of therelief association as reported in the actuarial val uation.

(b) The amount of anticipated future administrative expenses of the special fund shalk must be calculated by
multiplying the dollar amount of the administrative expenses of the special fund for the most recent year by the
factor of 1.035.

(c) The amortization contribution requirement to retire the current unfunded actuarial accrued liability by the
established date for full funding dan—be is the flgure for the amortlzatlon contrlbutlon as reported in the actuarial
val uatlon

te "- Iftherehasbeen achangeln
the actuarlal assumptrons used for cdculatmg the actuarlal accrued Ilablllty of the special fund, a change in the
bylaws of the relief association governing the service pensions, retirement benefits, or both payable from the special
fund or a change in the actuarial cost method used to value all or a portion of the special fund 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 actuarlal accrued Ilablllty of the specral fund smee@eeember%l—lglg—but—pner—tedanuepy—l—lgl&

1978, the establlshed date for fuII fundlng shall must be determlned using the following procedure

(i) the unfunded actuarial accrued liability of the special fund shalt must be determined in accordance with the
provisions governing service pensions, retirement benefits, and actuarial assumptionsin effect before an applicable
change;

(ii) the level annual dollar contribution needed to amortize this unfunded actuariad accrued liability amount by
the date for full funding in effect prierte before the change shalt must be calculated using the interest assumption
specified in section 356.215, subdivision 8, in effect before any applicable change;

(iii) the unfunded actuaria accrued liability of the special fund shat must be determined in accordance with any
new provisions governing service pensions, retirement benefits, and actuarial assumptions and the remaining
provisions governing service pensions, retirement benefits, and actuarial assumptionsin effect before an applicable
change;
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(iv) the levd annual dollar contribution needed to amortize the difference between the unfunded actuarial
accrued liability amount calculated pursuant-to under subclause (i) and the unfunded actuarial accrued liability
amount calculated pursuant-to under subclause (iii) over a period of 20 years starting December 31 of the year in
which the change is effective shall must be calculated using the interest assumption specified in section 356.215,
subdivision 8, in effect after any applicable change;

(v) the annud amortization contribution calculated pursdant-te under subclause (iv) shalt must be added to the
annual amortization contribution cal culated pursuant-to under subclause (ii);

(vi) the period in which the unfunded actuarial accrued liability amount determined in subclause (iii) will be
amortized by the total annual amortization contribution computed pursdant-te under subclause (v) shalk must be
calculated using the interest assumption specified in section 356.215, subdivision 8, in effect after any applicable
change, rounded to the nearest integral number of years, but which shall does not exceed a period of 20 years from
the end of the year in which the determination of the date for full funding using this procedure is made and which
shall is not be less than the period of years beginning in the year in which the determination of the date for full
funding using this procedure is made and ending by the date for full funding in effect before the change;

(vii) the period determined pursdant-to under subclause (vi) shalk mugt be added to the date as of which the
actuarid valuation was prepared and the resulting date shall-be is the new date for full funding.

Sec. 7. Minnesota Statutes 2004, section 352.01, subdivision 4, is amended to read:

Subd. 4. [ACCUMULATED CONTRIBUTIONS] "Accumulated contributions' means the total, exclusive of
interest, of (1) the sums deducted from the salary of an employee, (2) the amount of payments, including
assessments, paid by the employee in lieu of salary deductions and all other payments made under Laws-1929;
chapter-191.-as-amended; this chapter and credited to the employee's individua account in the retirement fund.

Sec. 8. Minnesota Statutes 2004, section 352.01, subdivision 5, is amended to read:

Subd. 5. [RETIREMENT FUND.] (@) "Retirement fund" means the general state employees retirement fund
created by section 352.04, subdivision 1, with respect to the general state employees retirement plan or the
correctional state employees retirement fund created by section 352.911, subdivision 1, with respect to the
correctional state employees retirement plan.

(b) “The retirement fund* includes the aggregate of accumulated contributions of employees covered by the
applicable plan, and al other funds paid into the Sate treasury or received by the director under Laws-1929,-chapter
191 —as-amended this chapter, together with al income and profits from the money and interest on it, including
contributions on the part of the federal government, the state, and state departments.

Sec. 9. Minnesota Statutes 2004, section 352.01, subdivision 21, is amended to read:

Subd. 21. [ACCRUED ANNUITIES] (a) In this chapter and chapters 3A, 352B, 352C, and 490, "accrued
annuity" means an annuity that had become payable to aretired employee in the lifetime of the employee.

(b) An annuity or benefit authorized as provided in this chapter and chapters 3A, 352B, 352C, and 490 becomes
payable on the first day of each calendar month for that calendar month and Jrs%e must be paid on the first day of
each calendar month beginning-w ‘ d :

(c) Notwithgtanding any provision to the contrary in this chapter and chapters 3A, 352B, 352C, and 490, benefit
payment authorized as "payable for life" is payable for the entire month in which death occurs, and the benefit
payment for the month of death is payable to the surviving spouse or other beneficiary only if the annuitant dies
before negotiating the benefit check.
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Sec. 10. Minnesota Statutes 2004, section 352.01, subdivision 23, is amended to read:

Subd. 23. [COVERAGE OR COVERED BY THE SYSTEM.] "Coverage"' or "covered by the system" means
that a state employees employee who serve serves the state of Minnesota and make makes the required employee
contributions to the retirement fund wilt is, by reason of these contributions beceme, entitled to either (1) a
retirement annuity, or (2) a disability benefit, or (3) a refund of accumulated contributions, as provided in this

chapter.
Sec. 11. Minnesota Statutes 2004, section 352.021, subdivision 1, isamended to read:

Subdivision 1. [ESTABLISHMENT.] (a) Thereis established the general state employees retirement plan of the
Minnesota State Retirement System for state employees.

(b) The system general state employees retirement plan is a continuation of the State Employees Retirement
Association.

(€) Any person who was a member of the State Employees Retirement Association on June 30, 1967, is covered
by the system general state employees retirement plan and is entitled to all benefits provided by the system plan
upon fulfilling the age, service, contribution, and other requirements of this chapter.

Sec. 12. Minnesota Statutes 2004, section 352.021, subdivision 2, isamended to read:

Subd. 2. [STATE EMPLOYEES COVERED.] Every person who is-a-state-employee—as-defined-in-section
352.0%-on-July-1,-1967-or becomes a state employee after-that-date as defined in section 352.01 is covered by the

system general state employees retirement plan. Acceptance of state employment or continuance in state service is
deemed to be consent to have deductions made from salary for deposit to the credit of the account of the state
employee in theretirement fund.

Sec. 13. Minnesota Statutes 2004, section 352.021, subdivision 3, isamended to read:

Subd. 3. [OPTIONAL EXEMPTIONS.] Any person who is appointed by the governor or lieutenant governor
may request exemption from coverage by the general state employees retirement plan under this chapter if the
appointee is not so covered at by the plan on the date of appointment. To qudify for this exemption, a written
request must be made within 90 days from the date of entering upon the duties of the position to which the person is
appointed. After making the request, a person requesting the exemption is not entitled to coverage by the genera
state employees retirement plan while employed in the position that entitled that person to an exemption from
coverage.

Sec. 14. Minnesota Statutes 2004, section 352.021, subdivision 4, is amended to read:

Subd. 4. [REENTERING SERVICE AFTER REFUND.] When a former employee who has withdrawn
accumulated contributions reenters employment in a position entitled to coverage under the system genera state
employees retirement plan, the employee shall must be covered by the system plan on the same basis as a new
employee and is not entitled to credit for any former service. The annuity rights forfeited when taking a refund can
only berestored as provided in this chapter.

Sec. 15. Minnesota Statutes 2004, section 352.04, subdivision 1, is amended to read:

Subdivision 1. [FUND CREATED.] (a) There is created a special fund to be known as the general state

employees retirement fund. In that fund there-shall-be-depesited-employees, employee contributions, empleyers
employer contributions, and other amounts authorized by law must be deposited.
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(b) Effective-Jduly-1,-1969; The general state employees retirement plan of the Minnesota State Reti rement
System shalk mugt participate in the Minnesota postretirement investment fund.
The amounts provided in section 352.119 must be deposited in the Minnesota postretirement investment fund.

Sec. 16. Minnesota Statutes 2004, section 352.04, subdivision 12, isamended to read:

Subd. 12. [FUND DISBURSEMENT RESTRICTED.] The general state employees retirement fund and the
participation in the Minnesota postretirement investment fund must be disbursed only for the purposes provided by
law. The expenses of the system and any benefits provided by law, other than benefits payable from the Minnesota
postretirement investment fund, must be paid from the general state employees retirement fund. The retirement
allowances, retirement annuities, and disability benefits, as well as refunds of any sum remaining to the credit of a
deceased retired employee or a disabled employee must be paid only from the general state employees retirement
fund after the needs have been certified and the amounts withdrawn from the participation in the Minnesota
postretirement investment fund under section 11A.18. The amounts necessary to make the payments from the
general state employees retirement fund and the participation in the Minnesota postretirement investment fund are
annually appropriated from these funds for those purposes.

Sec. 17. Minnesota Statutes 2004, section 352.041, subdivision 1, isamended to read:

Subdivision 1. [ALLOWABLE SERVICE CREDIT.] Any (a) An employee covered by the system genera state
employees retirement plan who is given a leave of absence for employment by a palitical subdivision of the state
shall remains a member of the plan and must continue to pay member contributions into the genera state employees
retirement fund for the period of leave.

(b) Upon payment of member contributions, the employee must be given allowable service credit as a state
employee on the records of the system retirement plan as though the employee had received salary from the state
during the leave. Paymentsinto the retirement fund shalt must be at the rate required in section 352.04, subdivision

2, and must be based upon the salary received from the palitical subdivision sdbject-to-themaximum-ameunt-H-any.
Sec. 18. Minnesota Statutes 2004, section 352.041, subdivision 2, is amended to read:

Subd. 2. [EMPLOY EE CONTRIBUTIONS, PROCEDURE.] The officer or employee who is authorized by law
to pay salaries to employees of the politica subdivision which is employing a state empl oyee shal-have must deduct
employee contributions dedueted for the general state employees retirement plan under section 352.04, subdivision
2, from the salary of each employee who is on leave of absence from state service on each payroll abstract and sha
must pay the sum to the director following the conclusion of each pay period.

Sec. 19. Minnesota Statutes 2004, section 352.041, subdivision 3, isamended to read:

Subd. 3. [EMPLOYER CONTRIBUTIONS, PROCEDURE.] The officer or employee who is authorized by law
to pay salaries to employees of the political subdivision which is employing a state employee covered by the system
shall general state employees retirement plan also must have employer contributions made to the general state
employees retirement fund en following the conclusion of each payroll abstract in the amount required by section
352.04, subdivision 3. These contributions arete must be charged to the palitica subdivision as an adminigrative
cost.

Sec. 20. Minnesota Statutes 2004, section 352.041, subdivision 5, is amended to read:

Subd. 5. [EMPLOYER CONTRIBUTIONS, LEAVES OF ABSENCE; TAX LEVIES)] (a) Every padlitical
subdivision which is employing a state employee covered by the system on leave of absence from state service for
employment by a palitical subdivision of the state shall must pay into the genera state employees retirement fund
the amount of the employer contribution required by law for state employees covered by the system under section
352.04, subdivision 3.
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(b) Employing political subdivisions—exeept other than school districts; may levy taxes necessary for the
payment of employer contributions without limitation as to rate or amount. The levy of the taxes does not reduce
the amount of other taxes to that may be levied by palitical subdivisions-exeegpt other than school districts; which
are subject to any limitation.

Sec. 21. Minnesota Statutes 2004, section 352.15, subdivision 1, is amended to read:

‘ S vi 8 - The Qrowsaons of
sectlon 356 401 appl to the genera state emplovees retlrement plan and to the correctlonal state employees
retirement plan.

Sec. 22. Minnesota Statutes 2004, section 352.15, subdivision 3, is amended to read:

Subd. 3. [DEDUCTING HEALTH OR DENTAL INSURANCE PREMIUMS.] The board may direct authorize,
at its discretion, the deduction of a retiree's health or denta insurance premiums and transfer of the amounts to a
health or denta insurance carrier covering state employees. The insurance carrier must certify that the retired
employee has signed an authorization for the deduction and provide a computer readable roster of covered retirees
and amounts. The health or dental insurance carrier must refund deductions withheld from a retiree's check in error
directly to theretiree. The board shall require that the insurance carrier te reimburse the fund for the administrative
expense of withholding the premium amounts. The insurance carrier shall assume liability for any failure of the
system to properly withhold the premium amounts.

Sec. 23. Minnesota Statutes 2004, section 352.15, subdivision 4, is amended to read:
Subd. 4. [DIRECT TRANSFER OF REFUNDS.] A direct transfer of aceount refunds under this chapter may be

made to an individua retirement savings aceeudnts account or a qualified retirement plans plan of the person upon
thereceipt of an application for transfer by a former employee, on forms acceptabl e to the executive director.

Sec. 24. Minnesota Statutes 2004, section 352.22, subdivision 10, is amended to read:

Subd. 10. [OTHER REFUNDS.] Former employees covered by the system are entitled to apply for refunds if
they are or become members of the State Patrol retirement fund, the state Teachers Retirement Association, or
employees of the Umversaty of Minnesota excluded from coverage under the system by actlon of the Board of
Regents, ‘ ,
employees of the adjutant general Who under federai law effectually elect membershlp in a federal retlrement
system; or officers or employees of the senate or house of representatives, excluded from coverage under section
352.01, subdivision 2b, clause 8} (7). Therefunds must include accumulated contributions plus interest as provided
in subdivision 2. These employees may apply for arefund once 30 days or more have elapsed after their coverage
ceases, even if they continue in state service but in positions not covered by this chapter.

Sec. 25. Minnesota Statutes 2004, section 352B.01, subdivision 1, isamended to read:

Subdivision 1. [SCOPE.] In this chapter, each of the terms defined in this section have has the meanings
meaning given them toit.

Sec. 26. Minnesota Statutes 2004, section 352B.01, subdivision 2, isamended to read:
Subd. 2. [MEMBER.] "Member" means:

(1) a State Patrol member currently employed afterJune-30,-1943; under section 299D.03 by the state, who is a
peace officer under section 626.84, and whose salary or compensation is paid out of state funds;
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(2) a conservation officer employed under section 97A.201, currently employed by the state, whose salary or
compensation is paid out of state funds;

(3) a crime bureau officer who was employed by the crime bureau and was a member of the Highway
Patrolmen's retirement fund on July 1, 1978, whether or not that person has the power of arrest by warrant after that
date, or who is employed as police personnel, with powers of arrest by warrant under section 299C.04, and who is
currently employed by the state, and whose salary or compensation is paid out of state funds;

(4) aperson who is employed by the state in the Department of Public Safety in a data processing management
position with salary or compensation paid from state funds, who was a crime bureau officer covered by the State
Patrol retirement plan on August 15, 1987, and who was initidly hired in the data processing management position
within the department during September 1987, or January 1988, with membership continuing for the duration of the
person's employment in that position, whether or not the person has the power of arrest by warrant after August 15,
1987,

(5) a public safety employee defined-as who is a peace officer in under section 626.84, subdivision 1, paragraph
(c), and who is employed with by the Division of Alcohol and Gambling Enforcement under section 299L.01; and

(6) a Fugitive Apprehension Unit officer after October 31, 2000, who is employed by the Office of Specia
Investigations of the Department of Corrections and who is a peace officer under section 626.84.

Sec. 27. Minnesota Statutes 2004, section 352B.01, subdivision 3, isamended to read:
Subd. 3. [ALLOWABLE SERVICE.] (a) "Allowable service' means:

(2) for members defined in subdivision 2, clause {a} (1), menthly service is-granted-for in any month for which
payments have been made to the State Patrol retirement fund, and

(2) for membersdefined in subdivision 2, clauses {b} (2) and {€} (3), service for which payments have been made
to the State Patrol retirement fund, service for which payments were made to the State Police officers retirement
fund after June 30, 1961, and dl prior service which was credited to a member for service on or before June 30,
1961.

(b) Allowable service also includes any period of absence from duty by a member who, by reason of injury
incurred in the performance of duty, is temporarily disabled and for which disability the state is liable under the
workers compensation law, until the date authorized by the executive director for commencement of payment of a
disability benefit or return to employment.

(c) MS 2002 (Expired)

(d) Allowable service means service in a month during which a member is paid a salary from which a member
contribution is deducted, deposited, and credited in the State Patrol retirement plan.

Sec. 28. Minnesota Statutes 2004, section 352B.02, subdivision 1e, is amended to read:

Subd. 1e. [AUDIT; ACTUARIAL VALUATION.] The legidative auditor shall audit the fund. Any actuarial
valuation of the fund required under section 356.215 must be prepared by the actuary retained under section
356.214. Any approved actuary retained by the executive director under section 352.03, subdivision 6, may perform
actuaria valuations and experience studies to supplement those performed by the eommission-retained actuary
retained under section 356.214. Any supplemental actuarial valuation or experience studies shall must be filed with
the executive director of the Legidative Commission on Pensions and Retirement.
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Sec. 29. Minnesota Statutes 2004, section 352B.071, isamended to read:

352B.071 [EXEMPTION FROM PROCESS)]

51858%1858.1—9%1&6%1—1— The prowsaons of sectlon 356. 401 appl to the State Patrol retirement plan

Sec. 30. Minnesota Statutes 2004, section 352D.01, is amended to read:
352D.01 [ESTABLISHMENT.]

There is hereby established within the Minnesota State Retirement System a retirement program for certain
public employees to be known as the Minnesota unclassified employees retirement program—whieh-shal-be. The
program must be administered by the Minnesota State Retirement System.

Sec. 31. Minnesota Statutes 2004, section 352D.015, subdivision 3, isamended to read:

Subd. 3. [SUPPLEMENTAL INVESTMENT FUND.] "Supplementa investment fund" means the fund
established and governed by section 11A.17.

Sec. 32. Minnesota Statutes 2004, section 352D.015, subdivision 4, is amended to read:

Subd. 4. [GENERAL FUND.] "General fund" means the general state employees retirement fund except the
moneys for the unclassified program.

Sec. 33. Minnesota Statutes 2004, section 352D.03, is amended to read:
352D.03 [TRANSFER OF ASSETS|]

Unless an digible employee enumerated in section 352D.02, subdivision 1 er1a, has elected coverage under the
individual retirement account plan under chapter 354B, a sum of money representing the assets credited to each
employee exercising the option contained in section 352D.02, plus an equal employer contribution together with
interest for the employment period at the actuarialhy—assumed—+ates applicable preretirement interest actuarial

assumption rate during this period, compounded annually, shalt must be used for the purchase of shares on behalf of
each empl oyee in the accounts of the suppl ementd retlrement fund establlshed by section 11A.17. Anye%pteyer—s

Sec. 34. Minnesota Statutes 2004, section 352D.05, subdivison 4, is amended to read:

Subd. 4. [REPAYMENT OF REFUND.] (a) A participant in the unclassified program may repay regular
refunds taken pursdant-to under section 352.22, as provided in section 352.23.

(b) A participant in the unclassified program or an employee covered by the general plan who has withdrawn the
value of the total shares may repay the refund taken and thereupon restore the service credit, rights and benefits
forfeited by paying into the fund the amount refunded plus interest at an annua rate of 8.5 percent compounded
annually from the date that the refund was taken until the date that the refund is repaid. If the participant had
withdrawn only the empl oyee shares as permitted under prior laws, repayment shall must be prorata. Payment-shalt
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(c) Except as provided in section 356.441, the repayment of arefund under this section must be made in alump
sum.

Sec. 35. Minnesota Statutes 2004, section 352D.085, subdivision 1, is amended to read:

Subdivison 1. [COMBINED SERVICE.] Except as provided in section 356.30, 356.302, or 356.303, service
under the unclassified program for which the employee has been credited with employee shares may be used for the
limited purpose of qualifying for benefits under sections 352.115, 352.72, subdivision 1, 352.113, 354.44, 354.45,
354.48, and 354.60-previded-sueh. The service also may hot be used to qualify for a disability benefit under section
352.113 or 354.48 if a participant was under the unclassified program at the time of the disability;—and-provided
furtherthat. Also, the years of service and salary paid while the participant was in the unclassified program shalt
may not be used in determining the amount of benefits.

Sec. 36. Minnesota Statutes 2004, section 352D.09, subdivison 5, is amended to read:

Subd. 5. [UNCLAIMED BENEFITS] If the beneficiary, surviving spouse or estate has not made application for
benefits within ten years after the date of the death of a participant, the value of the shares shal-be is appropriated to
the regular general state employees retirement fund and the provisions of section 352.12, subdivision 12 shall,
govern. If aformer participant fails to make a claim for benefits within five years after the termination of covered
service or by age 70, whichever is later, the value of the shares shallbe is appropriated to the general state
employees retirement fund and the provisions of section 352.22, subdivision 8, shalt apply.

Sec. 37. Minnesota Statutes 2004, section 352D.12, is amended to read:

352D.12 [TRANSFER OF PRIOR SERVICE CONTRIBUTIONS/]

(@) An employee who is a participant in the unclassified program and who has prior service credit in a covered
plan under ehapters-3A; chapter 352, 352C; 353, 354, 354A, and or 422A may, within the time limits specified in
this eectlon elect to transfer to the unclassrfled program pr|or service contributions to one or more of those plans.

(b) For participants with prior service credit in a plan governed by chapter 352, 353, 354, 354A, or 422A, "prior
service contributions' means the accumulated employee and equal employer contributions with interest at an annual

rate of 8.5 percent compounded annuaily, ba%d on flecal year balancea Fer—pamerpaq%ewrtmees%haqﬂ*yeareef

(c) If a participant has taken a refund from a retirement plan listed in this section, the participant may repay the
refund to that plan, notwithstanding any restrictions on repayment to that plan, plus 8.5 percent interest compounded
annually and have the accumulated employee and equal employer contributions transferred to the unclassified
program with interest at an annual rate of 8.5 percent compounded annually based on fiscal year balances. If a
person repays a refund and subsequently eects to have the money transferred to the unclassified program, the
repayment amount, indluding interest, is added to the fiscal year balancein the year which the repayment was made.

(d) A participant eecting to transfer prior service contributions credited to aretirement plan governed by chapter
352, 353, 354, 354A, or 422A as provided under this section must compl ete the a written application for the transfer
and repay any refund within one year of the commencement of the employee's participation in the unclassified
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Sec. 38. Minnesota Statutes 2004, section 353.01, subdivision 32, is amended to read:

Subd. 32. [COORDINATED MEMBER.] "Coordinated member" meansany a public employee, including any a
public hospital employee, who is covered by any an agreement or modification made between the state and the
Secretary of Health,—Edueation and Welfare Human Services, making the provisions of the federal Old Age,
Survivors and Disahility Insurance Act applicable to the member if the membership digibility criteria are met under
this chapter. A coordinated member also is a former basic member who has a complete and continuous separation
for at least 30 days from employment as a public employee meeting the requirements specified in subdivision 28,
paragraphs (a) and (b), and who reenters public service as a public employee and meets the membership digibility
criteriaunder this chapter.

Sec. 39. Minnesota Statutes 2004, section 353.01, subdivision 33, is amended to read:

Subd. 33. [BASIC MEMBER.] "Basic member" means any a public employee, including any a public hospital
employee, who isnot covered by any agreement or modification made between the state and the Secretary of Health;
Edueation and Welfare Human Services.

Sec. 40. Minnesota Statutes 2004, section 353.025, is amended to read:
353.025 [RANGE ASSOCIATION OF MUNICIPALITIESAND SCHOOLS|]

From-and-afterJanuary-1-1982; Employees of the Range Association of Municipalities and Schools hereinafter
referred-to-asthe-assoeiation-shall-become are coordinated members of the general employees retirement plan of the
Public Employees Retirement Association unless specifically exempt under section 353.01, subdivision 2b—and.
The Range Association shal-be-deemed-te-be of Municipalities and Schooals is a governmental subdivision for the
purposes of this chapter.

Sec. 41. Minnesota Statutes 2004, section 353.026, is amended to read:
353.026 [COVERAGE FOR CERTAIN MUNICIPAL AND SCHOOL DISTRICT EMPLOYEES|]

Any person who was employed by the city of Minneapolis, Special School District No. 1, or public corporation
as defined in section 422A.01, subdivision 9, on or after July 1, 1978, and prierte before July 1, 1979, and who was
excluded from retirement coverage by the coordinated program of the Minneapolis municipal employees retirement
fund pursdant-to under section 422A.09, subdivision 3, shal-be is entitled to retirement coverage by the genera
employees retirement plan of the Public Employees Retirement Association unless specifically excluded pursuant-to
under section 353.01, subdivision 2b, from and after May 19, 1981.

Sec. 42. Minnesota Statutes 2004, section 353.027, is amended to read:
353.027 [RETENTION OF COVERAGE FOR CERTAIN MUNICIPAL COURT EMPLOYEES]
Any person employed on January 1, 1975, by a municipal court established pursdant-te under Minnesota Statutes

1957, section 488.03, and located in the cities of New Brighton, Roseville, Maplewood, North Saint Paul, White
Bear Lake, or St. Paul shalt-be is digible for membership in the general employees retirement plan of the Public
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Employees Retirement Association and shall+retain retains any rights or benefits the person had attained as a
member of the genera employees retirement plan of the association on January 1, 1975, so long as the person
remains an employee of the municipa court of Ramsey County.

Sec. 43. Minnesota Statutes 2004, section 353.028, is amended to read:

353.028 [CITY MANAGERS; ELECTION; DEFERRED COMPENSATION.]

meaning indicated.

(b) "City manager" means (1) a person who is duly appointed to and is holding the position of city manager in a
Plan B statutory city or in a home rule city operating under the "council-manager” form of government, or (2) a
person who is appointed to and is holding the position of chief administrative officer of a home rule charter city or a
statutory city pursdant-to under a charter provision, ordinance, or resolution establishing such a position and
prescribing its duties and responsibilities.

(c) "Governing body" means the city council of the city employing the city manager.
(d) "Election" meansthe election described in subdivision 2.

Subd. 2. [ELECTION.] (a) A city manager may elect to be excluded from membership in the general employees
retirement plan of the Public Employees Retirement Association. The eection of exclusion must be made within six
months following the commencement of employment, must be made in writing on a form prescribed by the
executive director, and must be approved by a resolution ef adopted by the governing body of the city. The eection
of exclusion is not effective until it is filed with the executive director. Membership of a city manager in the
association general employees retirement plan ceases on the date the written election is received by the executive
director or upon alater date specified. Employee and employer contributions made on behalf of a person exercising
the option to be excluded from membership under this section must be refunded in accordance with section 353.27,
subdivision 7.

(b) A city manager who has elected exclusion under this subdivision may elect to revoke that action by filing a
written notice with the executive director. The notice must be on a form prescribed by the executive director and
must be approved by a resolution of the governing body of the city. Membership of the city manager in the
association resumes prospectively from the date of the firs day of the pay period for which contributions were
deducted or, if pay period coverage dates are not provided, the date on which the notice of revocation or
contributions are received in the office of the association, provided that the notice of revocation is received by the
association within 60 days of the receipt of contributions.

(c) An dection under paragraph (b) is irrevocable. Any dection under paragraph (a) or (b) must include a
statement that the individual will not seek authorization to purchase service credit for any period of excluded
service.

Subd. 3. [DEFERRED COMPENSATION; CITY CONTRIBUTION.] If an eection of exclusion is made, and
if the city manager and the governing body of the city additionally agree in writing that the additional compensation
is to be deferred and shall is to be contributed on behalf of the city manager to a deferred compensation program
which meets the requirements of section 457 of the Internal Revenue Code of 1954 1986, as amended through
December-31,-1980, the governing body may compensate the city manager, in addition to the salary allowed under
any limitation imposed on salaries by law or charter, in an amount equal to the employer contribution which would
be required by section 353.27, subdivision 3, if the city manager were a member of the assoeiation generd
employees retirement plan.
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Subd. 4. [REFUNDS; DEFERRED ANNUITY.] A city manager who makes an election to be excluded from
membership is entitled to a refund of accumulated deductions or, if otherwise qualified, a deferred annuity in-the
manner-providedby under section 353.34, at the option of the manager.

Subd. 5. [ELECTION; OTHER EMPLOYMENT.] If a city manager who has made an eection to be excluded
subsequently accepts employment in another governmental subdivision or subsequently accepts employment other
than as a city manager in the same city, the election shall-be-deemed-teo-have-been isrescinded on the effective date
of employment.

Sec. 44. Minnesota Statutes 2004, section 353.14, is amended to read:
353.14 [BENEFITS FROM OTHER FUNDS|]

No annuity or benefit provided by this chapter shallt may be affected, diminished, or impaired by any pension,
benefit, or annuity which any member or survivor is entitled to receive from atax supported public retirernent plan
member or survivor is entitled to receive benefit or annurty_frorn a retirement pILn administered by the Public
Employees Retirement Association.

Sec. 45. Minnesota Statutes 2004, section 353.15, subdivision 1, is amended to read:

2—er—eeet|en%1858%18581—er%1&6}1—1— The provrsons of section 356 401 applv to the generd emplovees

retirement plan, to the public employees police and fire retirement plan, and to the local government correctional
service retirement plan.

Sec. 46. Minnesota Statutes 2004, section 353.15, subdivision 3, is amended to read:

Subd. 3. [PAYMENT TO PUBLIC BODIES] If, in the judgment of the executive director, conditions so
warrant, payment of an annuity, a retirement benefit, or a refund may be made to a public body in behalf of an
annuitant, disabilitant, or survivor upon such terms as the executive director may prescribe.

Sec. 47. Minnesota Statutes 2004, section 353.27, subdivision 11, isamended to read:

Subd. 11. [EMPLOYERS; REQUIRED TO FURNISH REQUESTED INFORMATION.] (&) All governmental
subdivisions shall furnish promptly such other information relative to the employment status of all employees or
former employees, including, but not limited to, payroll abstracts pertaining to all past and present employees, as
may be requested by the asseeiation-or-its executive director, including schedules of salaries applicable to various
categories of employment.

(b) In the event payroll abstract records have been lost or destroyed, for whatever reason or in whatever manner,
50 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 reguested by the asseeiation—orits executive director. Shedld If the association receive-sueh
schedules is provided a schedule of estimated earnings, the executive director is hereby authorized 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 furnished by the employer pursdantto at the request of the
assockation-or-its executive director, the association executive director may estimate the obligations of the employee

and employer to the retirement fund based upon sueh those records as that are in |ts poseeseon Wherepayreii
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Sec. 48. Minnesota Statutes 2004, section 353.271, is amended to read:
353.271 [PARTICIPATION IN MINNESOTA POSTRETIREMENT INVESTMENT FUND.]

Subdivison 1. [AUTHORIZATION.] The generad employees retirement plan of the Public Employees
Retirement Association, ircluding the public employees police and fire funrd-but-excluding-the-varioustocal-relief
association-consolidation-accodntss retirement plan, and the local government correctional service retirement plan
are authorized to participate in the Minnesota postretirement investment fund. There shall-be is one generd
participation in the Minnesota postretlrement mvestment fund for aH—qupes&by each plin of the Publlc Empl oyees
Retirement fu es

thepubhc—etnpteye&pehe&andﬂ%e#und Assomatlon

Subd. 2. [VALUATION OF ASSETS, ADJUSTMENT OF BENEFITS] &) (a) The required reserves for
retirement annuities payable as provided in this chapter other than those payable from the various local relief
association consolidation accounts, as determined in accordance with the appropriate mortality table adopted by the
board of trustees based on the experience of the fund as recommended by the actuary retained by-the-Legidative
Commission-enPensions-and-Retirement under section 356.214, and approved under section 356.215, subdivision
18, and using the postretirement interest assumption specified in section 356.215, subdivision 8, shat must be
transferred to the Minnesota postretirement investment fund as of the last business day of the month in which the
retirement annuity begins.

2 (b) Annuity payments eth !
acecountsshall must be adjusted in accordance Wlth the prowsons of sec'non 11A. 18

3} (©) Increases in payments pursdant—to under this section er—from-the-various—toecal—relief—association

eonsolidation-accounts—H—appheable—wil must be made automatically unless the intended recipient files written
notice with the executive director of the Public Employees Retirement Association requesting that the increase shalt

not be made.
Sec. 49. Minnesota Statutes 2004, section 353.31, subdivision 1c, is amended to read:

Subd. 1c. [COORDINATED MEMBERS.] Except for benefits provided under section 353.32, sdbdivisions1
and-1a; no survivor benefits are payable to the surviving spouse or dependent children of a deceased coordinated
member.

Sec. 50. Minnesota Statutes 2004, section 353.32, subdivision 9, is amended to read:

Subd. 9. [PAYMENT TO A MINOR] If a member or former member dies having named as beneficiary a
person who isaminor at the time of the application for refund, the board may make the payment (&} (1) directly to
the minor, (B} (2) to any a person who has legally qualified and is acting as guardian of the minor's person or
property in any jurisdiction, or {€} (3) to either parent of the minor or to any an adult person with whom the minor
may at the time be living—provided-enly-that. The parent or other person to whom any amount is to be paid shalt
have-advised must advise the board in writing that the amount will be held or used in trust for the benefit of such
minor. Any annuity or disability benefit payable at the time of death of an annuitant or recipient of a disability
benefit, which is payable to a beneficiary who is a minor, may be paid in the same manner. Sueh The payment shalt
beisabar torecovery by any other person or persons.

Sec. 51. Minnesota Statutes 2004, section 353.33, subdivision 12, isamended to read:

Subd. 12. [BASIC DISABILITY SURVIVOR BENEFITS)] If a basic member who is receiving a disability
benefit under subdivision 3:
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{2 (1) dies before attaining age 65 or within five years of the effective date of the disability, whichever islater,
the surviving spouse shalt is entitled to receive a survivor benefit under section 353.31, unless the surviving spouse
dected to receive arefund under section 353.32, subdivision 1:;

b} (2) isliving at age 65 or five years after the effective date of the disability, whichever is later, the basic
member may continue to receive a normal disability benefit, or elect a joint and survivor optiona annuity under
section 353.31, subdivision 1b. The eection of the joint and survivor optional annuity must occur within 90 days of
attaining age 65 or of reaching the five-year anniversary of the effective date of the disability benefit, whichever is
later. The optional annuity takes effect on the first day of the month following the month in which the person attains
age 65 or reaches the five-year anniversary of the effective date of the disability benefit, whichever islater-; or

{e) (3) if there is a dependent child or children under paragraph-(a)y-or(b) clause (1) or (2), the assoeiation-shalt
grant dependent child is entitled to a dependent child benefit under section 353.31, subdivision 1b, paragraph (b).

Sec. 52. Minnesota Statutes 2004, section 354.091, is amended to read:
354.091 [SERVICE CREDIT.]

(a) In computing service credit, no teacher shalt may receive credit for more than one year of teaching service for
any fiscal year. CommencingJduhy-1-1961 Additionally, in crediting allowable service:

(1) if ateacher teaches less than five hoursin aday, service credit must be given for the fractional part of the day
as the term of service performed bearsto five hours;

(2) if ateacher teaches five or more hoursin aday, service credit must be given for only one day;

(3) if ateacher teaches at least 170 full days in any fiscal year, service credit must be given for a full year of
teaching service; and

(4) if ateacher teaches for only afractional part of the year, service credit must be given for such fractiona part
of the year in the same relationship as the period of service performed bearsto 170 days.

(b) A teacher shall must receive a full year of service credit based on the number of days in the employer's full
school year if i that school year islessthan 170 days. Teaching service performed before July 1, 1961, must be
computed under the law in effect at the time it was performed.

(c) A teacher must not lose or gain retirement service credit as aresult of the employer converting to aflexible or
alternate work schedule. If the employer converts to a flexible or alternate work schedule, the forms for reporting
teaching service and the procedures for determining service credit must be determined by the executive director with
the approval of the board of trustees.

(d) For dl services rendered on or after July 1, 2003, service credit for all members employed by the Minnesota
State Colleges and Universities system must be determined:

(1) for full-time employees, by the definition of full-time employment contained in the collective bargaining
agreement for those unitslisted in section 179A.10, subdivision 2, or contained in the applicable personnel or salary
plan for those positions designated in section 179A.10, subdivision 1;
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(2) for part-time employees, by the appropriate proration of full-time equivalency based on the provisions
contained in the collective bargaining agreement for those units listed in section 179A.10, subdivison 2, or
contained in the applicable personnd or salary plan for those positions designated in section 179A.10, subdivision 1,
and the applicable procedures of the Minnesota State Colleges and Universities system; and

(3) in no case may a member receive more than one year of service credit for any fiscal year.
Sec. 53. Minnesota Statutes 2004, section 354.10, subdivision 1, is amended to read:

Subdivison 1. [EXEMPTION; EXCEPTIONS. (@) The provisions of section 356.401 apply to the teachers
retirement plan.

(b) Theright of ateacher to take advantage of the benefits provided by this chapter, is a personal right only and
is not assignable. All money to the credit of a teacher's account in the fund or any money payable to the teacher
from the fund bel ongs to the state of Minnesota until actually paid to the teacher or a beneficiary under this chapter.

(_) The aseomatlon may acknowledge a properly completed power of attorney form. An—esegnmem—er

Sec. 54. Minnesota Statutes 2004, section 354.10, subdivision 3, is amended to read:

Subd. 3. [PAYMENT TO PUBLIC BODIES] If, in the judgment of the executive director, conditions so
warrant, payment of an annuity, a retirement benefit, or a refund may be made to a public body in behalf of an
annuitant, disabilitant, or survivor upon such terms as the executive director may prescribe.

Sec. 55. Minnesota Statutes 2004, section 354.10, subdivision 4, is amended to read:

Subd. 4. [CHANGES IN DESIGNATED BENEFICIARIES.] Any (a) A beneficiary designated by a retiree or
member under section 354.05, subdivision 22, may be changed or revoked by the retiree or member on a form
provided by the executive director.

(b) A change or revocation made under this subdivision is valid only if the properly completed form is received
by the association on or before the date of death of the retiree or the member.

(¢) If a designated beneficiary dies before the retiree or member designating the beneficiary; and a new
beneficiary is not designated, the retiree's or member's estateis the beneficiary.

Sec. 56. Minnesota Statutes 2004, section 354.33, subdivision 5, is amended to read:

Subd. 5. [RETIREES NOT ELIGIBLE FOR FEDERAL BENEFITS.] Notwithstanding the provisions of section
354.55, subdivision 3, when any person retires after July 1, 1973, who (&) (1) has ten or more years of alowable
service, and {b} (2) does nat have any retroactive Social Security coverage by reason of the person's position in the
retirement system, and €€} (3) does not quaify for federal old age and survivor primary benefits at the time of
retirement, the annuity shalt must be computed under section 354.44, subdivision 2, of the law in effect on June 30,
1969, except that accumulations after June 30, 1957, shall must be calculated using the same mortality table and
interest assumption as are used to transfer the required reserves to the Minnesota postretirement investment fund.
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Sec. 57. Minnesota Statutes 2004, section 354.39, is amended to read:
354.39 [EFFECTIVE DATE; APPLICATION.]

After—3July-1-1971—-any A member of the Teachers Retirement Association who is employed in a new state
university and or any other new institutions inditution of higher learning not included in any agreement or
modification made between the state and the federal Secretary of Health,-Eduecation and Welfare Human Services,
making the provisions of the federal Old Age and, Survivors and Disability Insurance Act applicable to such
members, shal must be covered under the provisions of this chapter applicable to coordinated members.

Sec. 58. Minnesota Statutes 2004, section 354.41, subdivision 2, is amended to read:

Subd. 2. [TEACHERS.] Every teacher after-Jdune-30,-1957 in the-service-or-entering the service of the state or
one of its governmenta subdivision subdivisions as a teacher, except persons specialty specifically excluded, shalt
must become a member of the association by the acceptance of such employment.

Sec. 59. Minnesota Statutes 2004, section 354.42, is amended by adding a subdivision to read:

Subd. 1a_ [TEACHERS RETI REMENT FUND. ] @ W|th|n the Teachers Retirement Association and the stete

1931, chapter 406, section 2, notwithstanding th_e repeal of Minnesota Statutes 1973, section 354.42, subdivision 1,
by Laws 1974, chapter 289, section 59.

(b) The teachersretirement fund must be credited with all employee and employer contributions, al investment
revenue and gains, and dl other income authorized by law.

(c) From the teachers retirement fund is appropriated the payments of annuities and benefits authorized by this
chapter, the transfers to the Minnesota postretirement investment fund, and the reasonable and necessary expenses of
adminigering the fund and the associ ation.

Sec. 60. Minnesota Statutes 2004, section 354.44, subdivision 2, is amended to read:

Subd. 2. [COMPUTATION OF MONEY PURCHASE ANNUITY.] (a) The amount of retirement annuity is an
amount equal to double the annuity which could be purchased by the member's accumulated deductions plus interest
thereon. The annuity shalt must be determined by the member's age, sex, double the amount of accumulated
deductions, double the amount of interest earned on the accumulated deductions, and the appropriate mortality tables
and interest rates. To determine the amount of the annuity for a basic member, the accumulated deductions prier-te
before July 1, 1957, and the accumulated deductions subsequent-to after July 1, 1957, shall must be considered

separately.

) (b) For service rendered prierte before July 1, 1957, the accumulated deductions for anry a member shal
must be carried forward at a fixed amount which is shown credited to the member's account as of that date. That
fixed amount shalt must also include any paymentsin lieu of salary deductions which are-te-be-made-tn-thefuture
and-are were actualy so made pursuant-to under an agreement executed between the member and the board as
authorized by section 354.50 or any other authorized payments made by the member to the fund. The annuity
granted with respect to the period shall must be determined as follows:

& (1) the fixed amount of the accumulated deductions for the period including the interest credited on the
amount as earned up to July 1, 1957:; and
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{b} (2) annuity purchase rates based on the applicable mortality table established by the board and the interest
rate assumption in effect prierto before July 1, 1957, in the case of basic members and an annuity purchase rate
based on an appropriate annuity table of mortdity established by the board as provided in section 354.07,
subdivision 1, and using the applicable postretirement interest rate assumption specified in section 356.215,
subdivision 8, in the case of coordinated members.

{2 (c) For service rendered sdbsequent-to after July 1, 1957, the accumul ated deductions for any a member shalt
must consist of the amounts actually credited to the member's account by reason of salary deductions. The annuity
granted with respect to the period shalt must be determined by the following:

&) (1) accumulated deductions for the period;
{b} (2) interest credited on these accumulated deductions from July 1, 1957, to the date of retirement;

{e) (3) interest credited on accumulated deductions including prior credited interest provided in paragraph (&) (b)
from July 1, 1957, to the date of retirement;

{d) (4) after the amount available for an annuity granted with respect to the person is determined in accordance
with the provisions of this subdivision, an additional amount equal to 20 percent of the sum of clause (&) (1) plus
interest credited to members a member's account from July 1, 1957, to date of retirement isto be added. This added
amount is not to be doubled as provided for other amounts determined in this subdivision; and

{e} (5) the annuity purchase rate based on an appropriate annuity table of mortality established by the board as
provided in section 354.07, subdivision 1, and using the applicable postretirement interest rate assumption specified
in section 356.215, subdivision 8.

Sec. 61. Minnesota Statutes 2004, section 354A.021, subdivision 5, isamended to read:

Subd. 5. [TAX SHELTERED ANNUITY PROGRAM AND FUND.] Any A teachers retirement fund
association may establish a tax sheltered annuity program and fund meeting the requirements of section 403(b) of
the Interna Revenue Code of 1986, as amended threugh-December-31,-1992, which shall must include all assets
which were acquired for the specific purpose of being credited to the program and fund and to which shall must be
credited al employee contributions; and employer contributions, if negotiated under a collective bargaining
agreement, designated for this purpose and al interest income attributable to the assets of the program and fund.

Sec. 62. Minnesota Statutes 2004, section 354A.097, subdivision 1, isamended to read:

Subdivision 1. [SERVICE CREDIT PURCHASE AUTHORIZED.] A teacher who has at least three years of
allowable service credit with the teachers retirement fund association and who performed service in the United
States armed forces before becoming a teacher as defined in section 354A.011, subdivision 27, or who failed to
obtain service credit for a military leave of absence period under section 354A.093, is entitled to purchase allowable
service credit for theinitia period of enlistment, induction, or cal to active duty without any voluntary extension by
making payment under section 356:55-previded 356.551 if the teacher has not purchased service credit from another
Minnesota defined benefit public employee pension plan for the same period of service.

Sec. 63. Minnesota Statutes 2004, section 354A.31, subdivison 5, is amended to read:
Subd. 5. [UNREDUCED NORMAL RETIREMENT ANNUITY.] Upon retirement at normal retirement age

with at least three years of service credit, a coordinated member shaH-be is entitled to a normal retirement annuity
calculated pursdant-to under subdivision 4 or 4a, whichever applies.
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Sec. 64. [356.401] [EXEMPTION FROM PROCESS)]

Subdivision 1. [EXEMPTION; EXCEPTIONS.] None of the money, annuities, or other benefits provided for in
the governing law of a covered retirement plan is assignable either in law or in equity or subject to state estate tax, or

to execution, levy, attachment, garnishment, or other legal process, except as provided in subdivision 2 or section
518.58, 518.581, or 518.6111.

Subd. 2. [AUTOMATIC DEPOSITS)] (@) The chief administrative officer of a covered retirement plan may
remit, through an automatic deposit system, annuity, benefit, or refund payments only to a financial institution
associated with the National Automated Clearinghouse Association or a comparable successor organization that is
trustee for a person who is digible to receive the annuity, benefit, or refund.

(b) Upon the request of aretiree, disabilitant, survivor, or former member, the chief adminigrative officer of a
covered retirement plan may remit the annuity, benefit, or refund check to the applicable financial institution for
deposit in the person'sindividua account or the person'sjoint account. An overpayment to a joint account after the
death of the annuitant or benefit recipient must be repaid to the fund of the applicable covered retirement plan by the
joint tenant if the overpayment is not repaid to that fund by the financial indtitution associated with the National
Automated Clearinghouse Association or its successor. The governing board of the covered retirement plan may
prescribe the conditions under which these payments may be made.

Subd. 3. [COVERED RETIREMENT PLANS.] The provisions of this section apply to the following retirement
plans.

(1) thelegidators retirement plan, established by chapter 3A;

(2) the generd state employees retirement plan of the Minnesota State Retirement System, established by
chapter 352;

(3) the correctional state employees retirement plan of the Minnesota State Retirement System, established by
chapter 352;

(4) the State Petrol retirement plan, established by chapter 352B;

(5) the dective state officers retirement plan, established by chapter 352C;

(6) the unclassified state employees retirement program, established by chapter 352D;

(7) the general employees retirement plan of the Public Employees Retirement Association, established by
chapter 353;

(8) the public employees palice and fire plan of the Public Employees Retirement Association, established by
chapter 353;

(9) the public employees defined contribution plan, established by chapter 353D;

(10) the local government correctiona service retirement plan of the Public Employees Retirement Association,
established by chapter 353E;

(11) the Teachers Retirement Association, established by chapter 354;

(12) the Duluth Teachers Retirement Fund Association, established by chapter 354A;
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(13) the Minneapolis Teachers Retirement Fund Association, established by chapter 354A;

(14) the St. Paul Teachers Retirement Fund Association, established by chapter 354A;

(15) the individual retirement account plan, established by chapter 354B;

(16) the higher education supplementd retirement plan, established by chapter 354C;

(17) the Minneapolis empl oyees retirement fund, established by chapter 422A;

(18) the Minneapoalis Police Relief Association, established by chapter 423B;

(19) the Minneapolis Firefighters Relief Association, established by chapter 423C; and

(20) the judges retirement fund, established by sections 490.121 to 490.132.

Sec. 65. Minnesota Statutes 2004, section 356.551, is amended to read:

356.551 [POST JULY 1, 2003 2004, PRIOR SERVICE CREDIT PURCHASE PAYMENT AMOUNT
DETERMINATION PROCEDURE.]

Subdivision 1. [APPLICATION.] (a) Unless the prior service credit purchase authorization specia law or
general statute provision explicitly specifies a different purchase payment amount determination procedure, and-if
section—356:55-has-expired; this section governs the determination of the prior service credit purchase payment
amount of any prior service credit purchase.

(b) The purchase payment amount determination procedure must recognize any service credit accrued to the
purchaser in a pension plan enumerated in section 356.30, subdivision 3.

(c) Any service credit in a Minnesota defined benefit public employee pension plan available to be reinstated by
the purchaser through the repayment of a refund of member or empl oyee contributions previousy received must be
repaid in full before any purchase of prior service credit payment is made under this section.

Subd. 2. [DETERMINATION.] (a) Unless the minimum purchase amount set forth in paragraph (c) applies, the
prior service credit purchase amount is an amount equal to the actuaria present value, on the date of payment, as
calculated by the chlef admlnlstratlve officer of the pension plan and reviewed by the actuary retained by-the

' under section 356.214, of the amount of the additional
retlrement annur[y obtai ned by the acqwsltl on of the additional service credit in this section.

(b) Calculation of thisamount must be made using the preretirement interest rate applicable to the public pension
plan specified in section 356.215, subdivision 4d 8, and the mortality table adopted for the public penson plan. The
calculation must assume continuous future service in the public pension plan until, and retirement at, the age at
which the minimum reguirements of the fund for normal retirement or retirement with an annuity unreduced for
retirement at an early age, including section 356.30, are met with the additiona service credit purchased. The
calculation must aso assume a full-time equivalent salary, or actual salary, whichever is greater, and a future salary
history that includes annual sdary increases at the applicable salary increase rate for the plan specified in section
356.215, subdivision 4d.
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employee or member contribution rate, the employer contribution rate, and the additional employer contribution
rate, if any, to the person's current annual salary and multiplying that result by the number of whole and fraction
years of service to be purchased.

(d) Payment must be made in one lump sum within one year of the prior service credit authorization. Payment of
the amount cal culated under this section must be made by the applicable digible person.

(e) However, the current employer or the prior employer may, at its discretion, pay al or any portion of the
payment amount that exceeds an amount equal to the employee contribution rates in effect during the period or
periods of prior service applied to the actual sdary ratesin effect during the period or periods of prior service, plus
interest at the rate of 8.5 percent a year compounded annually from the date on which the contributions would
otherwise have been made to the date on which the payment is made. If the employer agrees to payments under this
subdivision, the purchaser must make the employee payments required under this subdivision within 290 90 days of
the prior service credit authorization. If that employee payment is made, the employer payment under this
subdivision must be remitted to the chief adminigrative officer of the public pension plan within 60 days of receipt
by the chief administrative officer of the employee payments specified under this subdivision.

Subd. 3. [DOCUMENTATION.] The prospective prior service credit purchaser must provide any relevant
documentation required by the chief administrative officer of the applicable public pension plan to determine
digibility for the prior service credit under this section.

Subd. 4. [PAYMENT PRECONDITION FOR CREDIT GRANT.] Service credit for the purchase period must
be granted by the public pension plan to the purchaser upon receipt of the full purchase payment amount specified in
subdivision 2.

Sec. 66. Minnesota Statutes 2004, section 356A.06, subdivison 7, is amended to read:

Subd. 7. [EXPANDED LIST OF AUTHORIZED INVESTMENT SECURITIES] (a) [AUTHORITY.] Except
to the extent otherwise authorized by law or bylaws, a covered pension plan not described by subdivision 6,
paragraph (a), may invest its assets only in accordance with this subdivision.

(b) [SECURITIES GENERALLY.] The covered pension plan has the authority to purchase, sdl, lend, or
exchange the securities specified in paragraphs () to (g), including puts and call options and future contracts traded
on a contract market regulated by a governmenta agency or by a financia ingtitution regulated by a governmental
agency. These securities may be owned as units in commingled trusts that own the securities described in

paragraphs (c) to (g).

(c) [GOVERNMENT OBLIGATIONS.] The covered pension plan may invest funds in governmental bonds,
notes, bills, mortgages, and other evidences of indebtedness provided the issue is backed by the full faith and credit
of the issuer or the issue is rated among the top four quality rating categories by a nationally recognized rating
agency. The obligations in which funds may be invested under this paragraph include guaranteed or insured issues
of (1) the United States, its agencies, its ingrumentalities, or organizations created and regulated by an act of
Congress, (2) Canada and its provinces, provided the principal and interest is payable in United States dollars, (3)
the states and their municipalities, political subdivisions, agencies, or instrumentalities; (4) the International Bank
for Reconstruction and Devel opment, the Inter-American Development Bank, the Asian Development Bank, the
African Development Bank, or any other United States government sponsored organization of which the United
States isamember, provided the principa and interest is payablein United States dollars.
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(d) [CORPORATE OBLIGATIONS.] The covered pension plan may invest funds in bonds, notes, debentures,
transportation equipment obligations, or any other longer term evidences of indebtedness issued or guaranteed by a
corporation organized under the laws of the United States or any state thereof, or the Dominion of Canada or any
province thereof if they conform to the following provisions:

() the principal and interest of obligations of corporations incorporated or organized under the laws of the
Dominion of Canada or any province thereof must be payable in United States dollars; and

(2) obligations must be rated among the top four quality categories by a nationally recognized rating agency.

(e) [OTHER OBLIGATIONS.] (1) The covered pension plan may invest funds in bankers acceptances,
certificates of deposit, deposit notes, commercial paper, mortgage participation certificates and pools, asset backed
securities, repurchase agreements and reverse repurchase agreements, guaranteed investment contracts, savings
accounts, and guaranty fund certificates, surplus notes, or debentures of domestic mutua insurance companies if
they conform to the following provisions:

(i) bankers acceptances and deposit notes of United States banks are limited to those issued by banksrated in the
highest four quality categories by a nationally recognized rating agency;

(i) certificates of deposit are limited to those issued by (A) United States banks and savings ingtitutions that are
rated in the highest four quality categories by a nationally recognized rating agency or whose certificates of deposit
are fully insured by federal agencies; or (B) credit unions in amounts up to the limit of insurance coverage provided
by the National Credit Union Adminigtration;

(iii) commercial paper islimited to those issued by United States corporations or their Canadian subsidiaries and
rated in the highest two quality categories by a nationally recognized rating agency;

(iv) mortgage participation or pass through certificates evidencing interests in pools of first mortgages or trust
deeds on improved real estate located in the United States where theloan to valueratio for each |oan as calculated in
accordance with section 61A.28, subdivision 3, does not exceed 80 percent for fully amortizable residentia
propertiesand in dl other respects meets the requirements of section 61A.28, subdivision 3;

(v) collateral for repurchase agreements and reverse repurchase agreements is limited to letters of credit and
securities authorized in this section;

(vi) guaranteed investment contracts are limited to those issued by insurance companies or banks rated in the top
four quality categories by a nationally recognized rating agency or to alternative guaranteed investment contracts
where the underlying assets comply with the requirements of this subdivision;

(vii) savings accounts are limited to those fully insured by federal agencies; and

(viii) asset backed securities must be rated in the top four quality categories by a nationally recognized rating
agency.

(2) Sections 16A.58, 16C.03, subdivison 4, and 16C.05 do not apply to certificates of deposit and
collateralization agreements executed by the covered pension plan under clause (1), item (ii).

(3) In addition to investments authorized by clause (1), item (iv), the covered pension plan may purchase from
the Minnesota Housing Finance Agency all or any part of a pool of residentia mortgages, not in default, that has
previously been financed by the issuance of bonds or notes of the agency. The covered pension plan may also enter
into a commitment with the agency, at the time of any issue of bonds or notes, to purchase at a specified future date,
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not exceeding 12 years from the date of the issue, the amount of mortgage loans then outstanding and not in default
that have been made or purchased from the proceeds of the bonds or notes. The covered pension plan may charge
reasonable fees for any such commitment and may agree to purchase the mortgage loans at a price sufficient to
produce a yidd to the covered pension plan comparable, in its judgment, to the yield available on similar mortgage
loans at the date of the bonds or notes. The covered pension plan may also enter into agreements with the agency
for the investment of any portion of the funds of the agency. The agreement must cover the period of the
investment, withdrawal privileges, and any guaranteed rate of return.

(f) [CORPORATE STOCKS.] The covered pension plan may invest fundsin stocks or convertible issues of any
corporation organized under the laws of the United States or the states thereof, the Dominion of Canada or its
provinces, or any corporation listed on the New York Stock Exchange or the American Stock Exchange, if they
conform to the following provisions:

(1) the aggregate value of corporate stock investments, as adjusted for realized profits and losses, must not
exceed 85 percent of the market or book value, whichever isless, of afund, less the aggregate value of investments
according to subdivision-6 paragraph (q);

(2) investments must not exceed five percent of the total outstanding shares of any one corporation.

(g) [OTHER INVESTMENTS] (1) In addition to the investments authorized in paragraphs (b) to (f), and
subject to the provisionsin clause (2), the covered pension plan may invest fundsin:

(i) venture capital investment businesses through participation in limited partnerships and corporations,
(ii) red estate ownership interests or loans secured by mortgages or deeds of trust through investment in limited
partnerships, bank sponsored collective funds, trusts, and insurance company commingled accounts, including

Separate accounts,

(iii) regiona and mutual funds through bank sponsored collective funds and open-end investment companies
registered under the Federa Investment Company Act of 1940;

(iv) resource investments through limited partnerships, private placements, and corporations, and
(V) international securities.
(2) Theinvestments authorized in clause (1) must conform to the following provisions:

(i) the aggregate value of all investments made according to clause (1) may not exceed 35 percent of the market
value of the fund for which the covered pension plan isinvesting;

(ii) there must be at least four unrelated owners of the investment other than the state-beard covered pension plan
for investments made under clause (1), item (i), (ii), (iii), or (iv);

(iii) covered penson plan participation in an investment vehicle is limited to 20 percent thereof for investments
made under clause (1), item (i), (ii), (iii), or (iv); and

(iv) covered pension plan participation in alimited partnership does not include a genera partnership interest or
other interest involving general liability. The covered pension plan may not engage in any activity as a limited
partner which creates genera liahility.
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Sec. 67. Minnesota Statutes 2004, section 422A.01, subdivison 11, isamended to read:

Subd. 11. [EMPLOYEE.] "Employee" means any a person who is not exempted from the contributing class
pursdant-to under section 422A.09, subdivision 3, who s was employed before July 1, 1979, by and paid, in whole
or in part, by the city or any of its boards, departments, or commissions, operated as a department of city
government or independently if financed in whole or in part by city funds, including ary a person who was
employed by a public corporation as herein defined, and-ineluding-any a person who was employed before July 1,
1979, by Specia School District No. 1, and who is not a member of any other retirement system, and also-eluding
any a person who is was employed before July 1, 1973, by the county of Hennepin, who was entitled by law to elect
and has elected to retain membership in the munieipal Minneapolis Employees Retirement Fund and who makes any
required member contributionsto the fund and who remains so employed.

Sec. 68. Minnesota Statutes 2004, section 422A.06, subdivison 7, is amended to read:

, o 3 he A dlaablllty
beneflt fund is establlshed contalnlnq the requwed reserves for dlaabllltv allowances under this chapter. A

proportionate share of income from investments shall must be allocated to this fund. There shalk must be paid from
this fund the disability allowances which-becomeeffective-after Becember-31,-1973 payable under this chapter.

(b) In the event of the termination of any disability allowance for any reason other than the death of the recipient,
the balance of the required reserves for the disability allowance as of the date of the termination shalt must be
transferred from the disability benefit fund to the deposit accumulation fund.

(c) At the end of each fiscal year, as part of the annual actuarial valuation, a determination shalt must be made of
the required reserves for al disability allowances being paid from the disability benefit fund. Any excess of assets
over actuaria required reserves in the disability benefit fund shallt must be transferred to the deposit accumulation
fund. Any excess of actuarial reserves over assetsin the disability benefit fund shalt must be funded by a transfer of
the appropriate amount of assets from the deposit accumulation fund.

Sec. 69. Minnesota Statutes 2004, section 422A.10, subdivison 1, is amended to read:

Subdivision 1. [MEMBER CONTRIBUTION RATE; DEDUCTIONS] (a) There shalt must be deducted and
Wlthheld from the basic salary, pay or compensetl on of each empI oyee in the contn butlng clasa—pner—tedanuepy—l—

444—pereent—aqd—after—Deeember%1—1989 an amount equd to 9-]J4 percent of such Salary, pay or compensetlon

except as hereinafter provided.

(b) Theretirement board may increase the percentage rate of contribution to the retirement fund of any employee
or employees for the purpose of establishing and maintaining on an actuarial basis a plan of insurance, survivors
benefits, or other type of benefit or benefits, the cost of which shal must be paid out of such extra percentage so
authorized and deducted from the employee's compensation, except as hereinafter provided. Any plan or plans so
established and placed in operation may be amended from time to time, or may be abandoned, but if abandoned, any
surplus remaining from the operation of a plan shall mugt be the property of the fund, and shalt must be credited to
the reserve for loss in investment account.

Sec. 70. Minnesota Statutes 2004, section 422A.10, subdivison 2, is amended to read:

Subd. 2. [CONSENTTFO-BEBUCHONS MANDATORY MEM BER CONTRI BUTIONS] Every employee to
whom seetions422A-03-t6-422A-25 this chapter applies w ‘ : . Ssa ¥
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appeinted-to-a-pesition-erplace—shalk-be is deemed to consent and agree to the deductions made and provided for

herein, and payment with such reductions, for service, shal-be are a full and complete discharge and acquittance of
al claims and demands for al services rendered by such person during the period covered by such payment; except
the person's claim to the benefits to which the person may be entitled under the provisions of sections-422A-01-to
422725 this chapter.

Sec. 71. Minnesota Statutes 2004, section 422A.22, subdivison 1, is amended to read:

Subdivision 1. [RETENTION; TRANSFER.] (a) If an employee to whom sections-422A-01-t6-422A-25 this
chapter applies becomes absolutely separated from the active service prior—to before attaining the minimum
retirement age established in section 422A.13, the employee is entitled to a refund of the net accumul ated amount of
deduction from salary, pay, or compensation, made for the purpose of accumulating a fund from which to pay

retirement all owances, shalt-bereturned-te-sueh-employee; with interest at the annual compound rate of six percent.

(b) Any contributing employee who separates from a department, board or commission of the city whose
employees are covered by a fund organized under seetions—422A-01-t6-422A-25 this chapter, and becomes an
employee of a department or board of the same city, whose employees are covered by a retirement fund or relief
association by whatever name known, organized under any other law and supported in whole or in part by taxes on
the same city, shal-have has the option of:

(2) retaining their membership in the fund organized under sections-422A-01-t6-422A-25 this chapter, regardless
of the provisions of any law, rule, bylaw or other action requiring membership in any other retirement fund or relief
association however organized:; or

(2) transferring to the fund or association covering the employees of the department or board to which they are
transferring, providing they are digible for membership therein.

(¢) Any contributing employee who elects to transfer to another fund or association as herein provided in
paragraph (b), clause (2), shalt must make such election within one year from the date of separation from the city
service covered by this fund. If the contributing employee elects to transfer to another fund as-herein-provided, the
employee |s entltled to arefund of the net accumul ated contributions made by such employee to the fund organized
under section this chapter with interest at the annual

compound rate of six p cent.

Sec. 72. Minnesota Statutes 2004, section 422A.22, subdivison 3, is amended to read:

Subd. 3. [LIMITATION ON ELIGIBILITY.] No employee of the city shalbe is digible to be a member of, or
receive benefits from, more than oneretirement plan or fund of the city for the same period of service.

Sec. 73. Minnesota Statutes 2004, section 422A.22, subdivison 4, is amended to read:

Subd. 4. [DEATH-WHILE-ACTIVE REFUND.] (a) Upon the death of an active member prierte before the
employee's termination of active service, there-shall-bepaid-to the beneficiary or beneficiaries designated by the
member on aform specified by the executive director and filed with the retirement board; are entitled to receive the
net accumulated employee deductions from salary, pay, or compensation, including interest under subdivision 1,
paragraph (a), compounded annualy to the date of the member's death. The amount must not include any
contributions made by the employee or on the employee's behalf, or any interest or investment earnings on those
contributions, which were dlocated to the survivor benefit fund under section 422A.06, subdivision 6.
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(b) If the employee failsto make ades gnatl on, or if the beneficiary or benefl ciaries designated by the employee
predeceases the employee, the deceased employe€'s estate is
entitled to the benefit specified in paragraph (a).

(c) A benefit payable under this subdivision is in addition to any applicable survivor benefit under section
422A.23.

Sec. 74. Minnesota Statutes 2004, section 422A.22, subdivison 6, is amended to read:

Subd. 6. [REFUND; MUNICIPAL EMPLOYEES RETIREMENT FUND.] Ary A person who hasreceived a
refund from the munieipal Minneapolis Employees Retirement Fund, and who is a member of a public retirement
system included in section 422A.16, subdivision 8, may repay such refund with interest at a compound annual rate
of 8.5 percent to the municipal Minneapolis Employees Retirement Fund. |If a refund is repaid to the fund and if
more than one refund has been received from the fund, all refunds must be repaid. Repayment shalt must be made
as provided in sections422A-01-t6-422A-25 this chapter.

Sec. 75. Minnesota Statutes 2004, section 422A.231, is amended to read:
422A.231 [COST ALLOCATION ]

(a) Notwithstanding any law to the contrary, all current and future contribution requirements due to this article
are payable by the participating contributing employing units other than the state of Minnesota.

(b) In each actuarial valuation of the retirement fund, the actuary retained by-the-Legidative-Commission-on
Pensions-and-Retirement under section 356.214 shall indude an exhibit on the impact of the benefit increases

contained in this article on the survivor benefit fund. The actuary shall caculate the expected change in the present
value of the future benefits payable from the survivor benefit fund attributable to this article, using the actuarial
method and assumptions applicable to the Minneapolis Employees Retirement Fund, from the prior actuarial
valuation and shall compare that result with the actual change in the present value of future benefits payable from
the survivor benefit fund attributabl e to this article from the prior actuarial valuation.

(c) The executive director shall assess each participating employer, other than the state of Minnesota, its
proportional share of the net increase amount calculated under paragraph (b). The assessment must be made on the
first business day of the following February, plus compound interest at an annua rate of six percent on the amount
from the actuaria vauation date to the date of payment.

Sec. 76. Minnesota Statutes 2004, section 422A.24, is amended to read:

422A 24 [ALLOWANCES NOT ASSIGNABLE OR SUBJECT TO PROCESS)]
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Sec. 77. Minnesota Statutes 2004, section 423B.17, is amended to read:

423B.17 [PAYMENTS EXEMPT FROM PROCESS)]

The provisions of section 356. 401 applv to the Mlnneapolls Pollce Rellef Assomaﬂon

Sec. 78. Minnesota Statutes 2004, section 423C.09, is amended to read:

423C.09 [PAYMENTS EXEMPT FROM PROCESS)]

part—thereef—sha”—be—verer The provisions of sectlon 35 401 appl y to the aneapolls F|ref|qhters Rellef
Association.

Sec. 79. Minnesota Statutes 2004, section 490.126, subdivision 5, is amended to read:

sectlon 356 401 applv to the |udqe~:. retlrement plan

Sec. 80. [REVISOR'S INSTRUCTION.]

In the next edition and subseguent editions of Minnesota Statutes, the revisor of statutes shall replace the
reference to "sections 422A.01 to 422A.25" with the reference to "this chapter” wherever the reference appearsin
Minnesota Statutes, chapter 422A.

Sec. 81. [REPEALER]

(a) Minnesota Statutes 2004, section 352.119, subdivision 1, isrepeal ed.

(b) Minnesota Statutes 2004, sections 353.34, subdivision 3b; 353.36, subdivisions 2, 2a, 2b, and 2c; 353.46,
subdivision 4; 353.663; 353.74; and 353.75, are repeal ed.

(€) Minnesota Statutes 2004, section 354.59, isrepealed.

(d) Minnesota Statutes 2004, sections 422A.22, subdivisions 2 and 5; and 422A.221, arerepealed.

(e) Minnesota Statutes 2004, sections 352.15, subdivision 1a; 353.15, subdivision 2; and 354.10, subdivision 2,
arerepealed.

Sec. 82. [EFFECTIVE DATE]
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(b) Section 74 is effective January 1, 2006.

(c) Sections 1, 21, 22, 23, 29, 45, 46, 53, 64, 76, 77, 78, 79, and 81, paragraph (€), do not apply to any cause of

ARTICLE 13
LOCAL RETIREMENT PLANS
Section 1. Minnesota Statutes 2004, section 69.77, subdivision 4, is amended to read:

Subd. 4. [RELIEF ASSOCIATION FINANCIAL REQUIREMENTS; MINIMUM MUNICIPAL
OBLIGATION.] (a) The officers of the relief association shall determine the financia reqguirements of the relief
association and minimum obligation of the municipality for the following calendar year in accordance with the
requirements of this subdivision. The financial requirements of the relief association and the minimum obligation of
the municipality must be determined on or before the submission date established by the municipality under
subdivision 5.

(b) Thefinancial requirements of therelief association for the following calendar year must be based on the most
recent actuarial valuation or survey of the special fund of the association if more than one fund is maintained by the
association, or of the association, if only one fund is maintained, prepared in accordance with sections 356.215,
subdivisions 4 to 15, and 356.216, as required under subdivision 10. If an actuarial estimate is prepared by the
actuary of the relief association as part of obtaining a modification of the benefit plan of the relief association and
the modification is implemented, the actuaria estimate must be used in cdculating the subsequent financia
requirements of the relief association.

(c) If the rdief association has an unfunded actuaria accrued liability as reported in the most recent actuaria
valuation or survey, the tota of the amounts calculated under clauses (1), (2), and (3), constitute the financia
requirements of the relief association for the following year. If the reief association does not have an unfunded
actuarid accrued liability as reported in the most recent actuarial valuation or survey, the amount cal culated under
clauses (1) and (2) congtitute the financia requirements of the relief association for the following year. The
financial requirement eementsare;

(1) the normal level cost requirement for the following year, expressed as a dollar amount, which must be
determined by applying the normal level cost of the relief association as reported in the actuarial valuation or survey
and expressed as a percentage of covered payroll to the estimated covered payroll of the active membership of the
relief association, including any projected change in the active membership, for the following year;

(2) for the Bloomington Fire Department Relief Association, the Fairmont Police Relief Association, and the
Virginia Fire Department Relief Association, to the dollar amount of normal cost determined under clause (1) must
be added an amount equal to the dollar amount of the administrative expenses of the special fund of the association
if more than one fund is maintained by the association, or of the association if only one fund is maintained, for the
most recent year, multiplied by the factor of 1.035. The administrative expenses are those authorized under section
69.80. No amount of administrative expenses under this clause are to be included in the financial reguirements of
the Minneapolis Firefighters Relief Association or the Minneapolis Police Relief Association; and

(3) to the dollar amount of normal cost and expenses determined under clauses (1) and (2) must be added an
amount equd to the level annual dollar amount which is sufficient to amortize the unfunded actuarial accrued
liability by December 31, 2010, for the Bloomington Fire Department Relief Association, the Fairmont Police Relief
Association, the Minneapalis Firefighters Relief Association, and the Virginia Fire Department Relief Association,
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and by December 31, 2020, for the Minneapalis Police Relief Association, as determined from the actuaria
valuation or survey of the fund, using an interest assumption set at the applicable rate specified in section 356.215,
subdivision 8. The amortization date specified in this clause applies to all local police or salaried firefighters' relief
associations and that date supersedes any amortization date specified in any applicable special law.

(d) The minimum obligation of the municipality is an amount equal to the financial requirements of the relief
association reduced by the estimated amount of member contributions from covered salary anticipated for the
following calendar year and the estimated amounts anticipated for the following calendar year from the applicable
state aid program established under sections 69.011 to 69.051 receivable by therelief association after any allocation
made under section 69.031, subdivision 5, paragraph (b), clause (2), or 423A.01, subdivision 2, clause (6), from the
local police and salaried firefighters relief association amortization aid program established under section 423A.02,
subdivision 1, from the supplementary amortization gate-aid program established under section 423A.02,
subdivision 1a, and from the additional amortization state aid under section 423A.02, subdivision 1b.

Sec. 2. Minnesota Statutes 2004, section 356.215, subdivision 8, is amended to read:

Subd. 8. [INTEREST AND SALARY ASSUMPTIONS.] (a) The actuarial valuation must use the applicable
following preretirement interest assumption and the applicabl e following postretirement interest assumption:

preretirement postretirement
interest rate interest rate
plan assumption assumption
general state employees retirement plan 8.5% 6.0%
correctiond state employees retirement plan 85 6.0
State Patrol retirement plan 85 6.0
legidators retirement plan 85 6.0
eective state officers retirement plan 8.5 6.0
judges retirement plan 85 6.0
general public employees retirement plan 85 6.0
public employees police and fire retirement plan 85 6.0
local government correctiond service retirement plan 85 6.0
teachersretirement plan 85 6.0
Minneapolis employees retirement plan 6.0 50
Duluth teachersretirement plan 85 85
Minneapolis teachers retirement plan 85 85
St. Paul teachersretirement plan 85 85
Minneapolis Police Relief Association 6.0 6.0
Fairmont Police Relief Association 5.0 5.0
Minneapoalis Fire Department Relief Association 6.0 6.0
Virginia Fire Department Relief Association 50 50
Bloomington Fire Department Relief Association 6.0 6.0
local monthly benefit volunteer firefightersrelief associations 5.0 5.0

(b) The actuarial valuation must use the applicable following single rate future salary increase assumption, the
applicable following modified single rate future salary increase assumption, or the applicable following graded rate
future salary increase assumption:
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(1) singlerate future salary increase assumption

plan

legidators retirement plan

eective state officers retirement plan

judges retirement plan

Minneapolis Police Relief Association

Fairmont Police Relief Association

Minneapoalis Fire Department Relief Association
Virginia Fire Department Relief Association
Bloomington Fire Department Relief Association

(2) modified singlerate future salary increase assumption

plan

Minneapolis employees
retirement plan

[56TH DAY

future salary
increase assumption

5.0%
5.0
5.0
40
35
40
35
4.0

future salary
increase assumption

the prior calendar year
amount increased first by

1.0198 percent to prior
fiscal year date and
then increased by 4.0
percent annudly for
each future year

(3) sdlect and ultimate future salary increase assumption or graded rate future salary increase assumption

future salary
plan increase assumption

general state employees retirement plan select calculation and assumption A

correctiona state employees retirement plan assumption H
State Patrol retirement plan assumption H
general public employees retirement plan select calculation and assumption B
public employees police and fire fund retirement plan assumption C
local government correctiona service retirement plan assumption H
teachersretirement plan assumption D
Duluth teachersretirement plan assumption E
Minneapolis teachers retirement plan assumption F

St. Paul teachersretirement plan assumption G

The select calculation is,

during the ten-year select period, a designated percent is multiplied by the result of ten minus T, where T is
the number of completed years of service, and is added to the applicable future salary increase assumption.
The designated percent is 0.2 percent for the correctional state employees retirement plan, the State Patrol
retirement plan, the public employees police and fire plan, and the local government correctional service
plan; 0.3 percent for the general state employees retirement plan, the general public employees retirement
plan, the teachers retirement plan, the Duluth Teachers Retirement Fund Association, and the St. Paul
Teachers Retirement Fund Association; and 0.4 percent for the Minnegpolis Teachers Retirement Fund
Association.
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The ultimate future salary increase assumption is:

age A B C D E F G H

16 6.95% 6.95% 11.50% 8.20% 8.00% 6.50% 6.90% 7.7500
17 6.90 6.90 11.50 8.15 8.00 6.50 6.90 7.7500
18 6.85 6.85 11.50 8.10 8.00 6.50 6.90 7.7500
19 6.80 6.80 11.50 8.05 8.00 6.50 6.90 7.7500
20 6.75 6.40 11.50 6.00 6.90 6.50 6.90 7.7500
21 6.75 6.40 11.50 6.00 6.90 6.50 6.90 7.1454
22 6.75 6.40 11.00 6.00 6.90 6.50 6.90 7.0725
23 6.75 6.40 10.50 6.00 6.85 6.50 6.85 7.0544
24 6.75 6.40 10.00 6.00 6.80 6.50 6.80 7.0363
25 6.75 6.40 9.50 6.00 6.75 6.50 6.75 7.0000
26 6.75 6.36 9.20 6.00 6.70 6.50 6.70 7.0000
27 6.75 6.32 8.90 6.00 6.65 6.50 6.65 7.0000
28 6.75 6.28 8.60 6.00 6.60 6.50 6.60 7.0000
29 6.75 6.24 8.30 6.00 6.55 6.50 6.55 7.0000
30 6.75 6.20 8.00 6.00 6.50 6.50 6.50 7.0000
31 6.75 6.16 7.80 6.00 6.45 6.50 6.45 7.0000
32 6.75 6.12 7.60 6.00 6.40 6.50 6.40 7.0000
33 6.75 6.08 7.40 6.00 6.35 6.50 6.35 7.0000
34 6.75 6.04 7.20 6.00 6.30 6.50 6.30 7.0000
35 6.75 6.00 7.00 6.00 6.25 6.50 6.25 7.0000
36 6.75 5.96 6.80 6.00 6.20 6.50 6.20 6.9019
37 6.75 5.92 6.60 6.00 6.15 6.50 6.15 6.8074
38 6.75 5.88 6.40 5.90 6.10 6.50 6.10 6.7125
39 6.75 584 6.20 5.80 6.05 6.50 6.05 6.6054
40 6.75 5.80 6.00 5.70 6.00 6.50 6.00 6.5000
41 6.75 5.76 5.90 5.60 5.90 6.50 5.95 6.3540
42 6.75 572 5.80 5.50 5.80 6.50 5.90 6.2087
43 6.65 5.68 5.70 5.40 5.70 6.50 5.85 6.0622
44 6.55 5.64 5.60 5.30 5.60 6.50 5.80 5.9048
45 6.45 5.60 5.50 5.20 5.50 6.50 575 5.7500
46 6.35 5.56 545 5.10 5.40 6.40 5.70 5.6940
47 6.25 5.52 5.40 5.00 5.30 6.30 5.65 5.6375
48 6.15 548 535 5.00 520 6.20 5.60 5.5822
49 6.05 544 5.30 5.00 5.10 6.10 5.55 5.5404
50 5.95 5.40 525 5.00 5.00 6.00 5.50 5.5000
51 5.85 5.36 525 5.00 5.00 5.90 545 54384
52 575 532 525 5.00 5.00 5.80 540 5.3776
53 5.65 528 525 5.00 5.00 5.70 535 5.3167
54 5.55 524 525 5.00 5.00 5.60 5.30 5.2826
55 545 5.20 525 5.00 5.00 5.50 525 5.2500
56 535 516 525 5.00 5.00 5.40 520 5.2500
57 525 512 525 5.00 5.00 5.30 515 5.2500
58 525 5.08 525 5.10 5.00 5.20 5.10 5.2500
59 525 5.04 525 5.20 5.00 5.10 5.05 5.2500
60 525 5.00 525 5.30 5.00 5.00 5.00 5.2500
61 525 5.00 525 540 5.00 5.00 5.00 5.2500

62 525 5.00 525 5.50 5.00 5.00 5.00 5.2500
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63 525 5.00 525 5.60 5.00 5.00 5.00 5.2500
64 525 5.00 525 5.70 5.00 5.00 5.00 5.2500
65 525 5.00 525 5.70 5.00 5.00 5.00 5.2500
66 525 5.00 525 5.70 5.00 5.00 5.00 5.2500
67 525 5.00 525 5.70 5.00 5.00 5.00 5.2500
68 525 5.00 525 5.70 5.00 5.00 5.00 5.2500
69 525 5.00 525 5.70 5.00 5.00 5.00 5.2500
70 525 5.00 525 5.70 5.00 5.00 5.00 5.2500
71 525 5.00 5.70

(c) The actuarial valuation mugt use the applicable following payroll growth assumption for calculating the
amortization requirement for the unfunded actuarial accrued liability where the amortization retirement is cal cul ated
as alevel percentage of an increasing payroll:

payroll growth
plan assumption
general state employees retirement plan 5.00%
correctiona state employees retirement plan 5.00
State Patrol retirement plan 5.00
legidlators retirement plan 5.00
eective state officers retirement plan 5.00
judges retirement plan 5.00
general public employees retirement plan 6.00
public employees palice and fire retirement plan 6.00
local government correctiond service retirement plan 6.00
teachersretirement plan 5.00
Duluth teachersretirement plan 5.00
Minneapolis teachers retirement plan 5.00
St. Paul teachersretirement plan 5.00

Sec. 3. Minnesota Statutes 2004, section 356.216, is amended to read:
356.216 [CONTENTS OF ACTUARIAL VALUATIONS FOR LOCAL POLICE AND FIRE FUNDS/]

(a) The provisions of section 356.215 that govern the contents of actuarial valuations must apply to any local
police or fire penson fund or relief association required to make an actuaria report under this section, except as
follows:

(1) in calculating normal cost and other requirements, if required to be expressed as a level percentage of
covered payroll, the salaries used in computing covered payroll must be the maximum rate of salary on which
retirement and survivorship credits and amounts of benefits are determined and from which any member
contributions are cal culated and deducted;

(2) in lieu of the amortization date specified in section 356.215, subdivision 11, the appropriate amortization
target date specified in section 69.77, subdivision 4, or 69.773, subdivision 4, clause (¢), must be used in calculating
any required amortization contribution, except that if the actuaria report for the Bloomington Fire Department
Relief Association indicates an unfunded actuarial accrued liability, the unfunded obligation is to be amortized on a
level dollar basis by December 31 of the year occurring 20 years later, and if subsequent actuarial valuations for the

Bloomington Fire Department Relief Association determine a net actuarial experience 1oss incurred during the year

be amortized on alevel dollar basis by December 31 of the year occurring 20 years | ater;
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(3) in addition to the tabulation of active members and annuitants provided for in section 356.215, subdivision
13, the member contributions for active members for the calendar year and the prospective annual retirement
annuities under the benefit plan for active members must be reported;

(4) actuarial valuations required under section 69.773, subdivision 2, must be made at least every four years and
actuarial valuationsrequired under section 69.77 shall be made annually;

(5) the actuarial balance sheet showing accrued assets valued at market valueif the actuarial valuation isrequired
to be prepared at least every four years or valued as current assets under section 356.215, subdivision 1, clause (6),
or paragraph (b), whichever applies, if the actuariad valuation is required to be prepared annually, actuarial accrued
liabilities, and the unfunded actuarial accrued liability must include the following required reserves.

(i) For active members

Retirement benefits

Disahility benefits

Refund liability due to death or withdrawal
Survivors benefits

P whPE

(ii) For deferred annuitants' benefits

(iii) For former members without vested rights
(iv) For annuitants

Retirement annuities

Disability annuities

Surviving spouses annuities
Surviving children's annuities

E SR o

In addition to those required reserves, separate items must be shown for additional benefits, if any, which may
not be appropriately included in the reserves listed above; and

(6) actuarial valuations are due by the first day of the seventh month after the end of the fiscal year which the
actuarid valuation covers.

(b) For the Minneapalis Firefighters Relief Association or the Minneapalis Police Relief Association, the
following provisions additionally apply:

(1) in calculating the actuarial balance sheet, unfunded actuarial accrued liability, and amortization contribution
of the relief association, "current assets' means the value of all assets at cost, including realized capita gains and
losses, plus or minus, whichever applies, the average value of total unreslized capital gains or losses for the most
recent three-year period ending with the end of the plan year immediately preceding the actuarial valuation report
tranamission date; and

(2) in calculating the applicable portions of the actuarial valuation, an annua preretirement interest assumption
of six percent, an annual postretirement interest assumption of six percent, and an annual salary increase assumption
of four percent must be used.
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Sec. 4. Minnesota Statutes 2004, section 356.216, is amended to read:
356.216 [CONTENTS OF ACTUARIAL VALUATIONS FOR LOCAL POLICE AND FIRE FUNDS|]

(a) The provisions of section 356.215 that govern the contents of actuarial valuations must apply to any local
police or fire penson fund or relief association required to make an actuaria report under this section, except as
follows:

(1) in calculating normal cost and other requirements, if required to be expressed as a level percentage of
covered payroll, the salaries used in computing covered payroll must be the maximum rate of salary on which
retirement and survivorship credits and amounts of benefits are determined and from which any member
contributions are cal culated and deducted;

(2) in lieu of the amortization date specified in section 356.215, subdivision 11, the appropriate amortization
target date specified in section 69.77, subdivision 4, or 69.773, subdivision 4, clause (c), must be used in calculating

Association is December 31, 2020;

(3) in addition to the tabulation of active members and annuitants provided for in section 356.215, subdivision
13, the member contributions for active members for the calendar year and the prospective annual retirement
annuities under the benefit plan for active members must be reported;

(4) actuarial valuations required under section 69.773, subdivision 2, must be made at least every four years and
actuarial valuationsreguired under section 69.77 shall be made annually;

(5) the actuarial balance sheet showing accrued assets valued at market valueif the actuarial valuation isrequired
to be prepared at least every four years or valued as current assets under section 356.215, subdivision 1, clause (6),
or paragraph (b), whichever applies, if the actuariad valuation is required to be prepared annually, actuarial accrued
liabilities, and the unfunded actuarial accrued liability must include the following required reserves.

(i) For active members

Retirement benefits

Disahility benefits

Refund liability due to death or withdrawal
Survivors benefits

PwbdPE

(ii) For deferred annuitants' benefits
(iii) For former members without vested rights
(iv) For annuitants

Retirement annuities

Disability annuities

Surviving spouses annuities

Surviving children's annuities

PN

In addition to those required reserves, separate items must be shown for additional benefits, if any, which may
not be appropriately included in the reserves listed above; and
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(6) actuarial valuations are due by the first day of the seventh month after the end of the fiscal year which the
actuarid valuation covers.

(b) For the Minneapalis Firefighters Relief Association or the Minneapalis Police Relief Association, the
following provisions additionally apply:

(2) in calculating the actuarial balance sheet, unfunded actuarial accrued liability, and amortization contribution
of the relief association, "current assets' means the value of all assets at cost, including realized capita gains and
losses, plus or minus, whichever applies, the average value of total unreslized capital gains or losses for the most
recent three-year period ending with the end of the plan year immediately preceding the actuarial valuation report
tranamission date; and

(2) in calculating the applicable portions of the actuarial valuation, an annua preretirement interest assumption
of six percent, an annual postretirement interest assumption of six percent, and an annual salary increase assumption
of four percent must be used.

Sec. 5. Minnesota Statutes 2004, section 383B.46, subdivision 2, isamended to read:

Subd. 2. [ESTABLISHMENT OF ACCOUNT; CONTRIBUTIONS.] The county of Hennepin shall deduct
from the salary of every person who is digible for coverage and who eected to retain or obtain coverage by the
Hennepin County supplemental retirement program a sum equal to one percent of thetotal salary of the person. Any
classified or unclassified employee who is employed in subsidized on-the-job training, work experience or public
service employment as an enrollee under the federal Comprehensive Employment and Training Act shall not be
included in the supplemental retirement account from and after March 30, 1978 unless the employee has as of the
later of March 30, 1978 or the date of employment sufficient service credit in the public employees retirement fund
or the Minneapolis municipal employees retirement fund, whichever is applicable, to meet the minimum vesting
requirements for a deferred retirement annuity, or the county agrees in writing to make the required employer
contributions on account of the individual from revenue sources other than funds provided under the federal
Comprehensive Employment and Training Act, or the employee agrees in writing to make the required employer
contribution in addition to the employee contribution. The deduction shall be made in the same manner as other
retirement deductions are made from the salary of the person. An amount equal to the amounts deducted during
each payroll period shdl be contributed by the county of Hennepin. The total amount deducted and contributed
shall be deposited to the credit of the supplementa retirement account in the-treasury-of-the-county-of Hennepin a
separate account administered by the Minnesota State Retirement System on behalf of Hennepin County. The
Hennepin County supplementd retirement account is hereby established as an account separate and digtinct from
other funds, accounts, or assets of the county of Hennepin.

Sec. 6. Minnesota Statutes 2004, section 383B.47, is amended to read:
383B.47 [PARTICIPATION IN MINNESOTA SUPPLEMENTAL INVESTMENT FUND.]
With the moneys depaosited to the credit of the supplementa retirement account m%hetree&wef—theeeuntyef

Hennepin—the-ceunty-ofHennepin, the Minnesota State Retirement System shall purchase shares on behalf of
Hennepin County in the accounts of the Minnesota supplemental investment fund as provided in section 383 A48.

Sec. 7. Minnesota Statutes 2004, section 383B.48, is amended to read:

383B.48 [BUYING STATE SUPPLEMENTAL INVESTMENT FUND SHARES]

! ent-yeal part|C| pant in the Hennepm
County supplemental retlrement program shdl mdlcate' AFHH previ ennepin the
account of the Minnesota supplemental investment fund in WhICh the part|C| pant WISheS Salary deductlons and
county matching contributions attributable to salary deductions to be invested for the-subseguent-12-month-period
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such time as allowed by the Minnesota State Retirement System. Ferthat-32-menth-period; The

Minnesota State Retirement System shall purchase with the salary deductions and county matching funds
attributable to the salary deductions shares in the appropriate account of the Minnesota supplemental investment
fund in accordance with the indicated preferences of the participant. However, the county of Hennepin has the
authority to determine which accounts of the Minnesota supplemental investment fund will be available for
participant investment. The shares purchased must stand in the name of the county of Hennepin. A record must be
kept by the esunty-of-Hennepin Minnesota State Retirement System indicating the number of sharesin each account
of the Minnesota supplemental investment fund purchased with the salary deductions and county matching funds
attributable to the salary deductions of each participant. The record musgt be known as the "participant's share
account record." The participant's share account record must show, in addition to the number of shares in the
account, any cash balance of salary deductions or county matching funds attributable to those deductions which
stand uninvested in shares. At the option of the county of Hennepin, and subject to any terms and conditions
established and communicated in writing by the county to a participant, the participant may designate no more often
than once each ealendar-quarter month that prior salary deductions and county matching contributions attributable to
the salary deductions, together with any interest earned, be reinvested in another account of the Minnesota
supplemental investment fund made available by the county of Hennepin.

Sec. 8. Minnesota Statutes 2004, section 383B.49, is amended to read:
383B.49 [SUPPLEMENTAL RETIREMENT BENEFITS, REDEMPTION OF SHARES.]

When reguested to do so, in writing, on forms provided by the esunty Minnesota State Retirement System, by a
participant, surviving spouse, a guardian of a surviving child or a personal representative, whichever is applicable,
the eounty-of Hennepin Minnesota State Retirement System shall on behalf of Hennepin County redeem shares in
the accounts of the Minnesota supplemental investment fund standing in a participant's share account record under
the following circumstances and in accordance with the laws and regul ations governing the Minnesota supplemental
investment fund:

(1) A participant who isno longer employed by the county of Hennepin is entitled to receive the cash redlized on
the redemption of the shares to the credit of the participant's share account record of the person. The participant
may request the redemption of all or a portion of the shares in the participant's share account record of the person,
but may not request more than one redemption in any one calendar year. If only a portion of the shares in the
participant's share account record is requested to be redeemed the person may request to redeem not less than 20
percent of the shares in any one calendar year and the redemption must be completed in no more than five years.
The person may select annual redemption in a single lump sum or in monthly payments. An election is irrevocable

except that a participant may request an amendment of the election to redeem all of the person's remaining shares.
All regquests under this paragraph are subject to application to and approval of the Hennepin-County-administrator-+n
the-sole-discretion-of-the-administrator Minnesota State Retirement System upon verification by Hennepin County
through the county administrator of therecipient's éigibility to redeem funds.

(2) In the event of the death of a participant leaving a surviving spouse, the surviving spouseis entitled to receive
the cash realized on the redemption of all or a portion of the shares in the participant's share account record of the
deceased spouse, but in no event may the spouse request more than one redemption in each caendar year. If only a
portion of the sharesin the participant's share account record is requested to be redeemed, the surviving spouse may
request the redemption of not less than 20 percent of the sharesin any one calendar year. The surviving spouse may
eect annual redemption in a single lump sum payment or in monthly payments. Redemption must be completed in
no more than five years. An eection isirrevocable except that the surviving spouse may reguest an amendment of
the election to redeem all of the participant's remanmg shares. AII requests under thls paragraph are subject to
application to and approval of the —ad a
Minnesota State Retirement System upon verification by Hennepln Countv throuqh the countv admlnlstrarror of the
recipient's eigibility to redeem funds. Upon the death of the surviving spouse, any shares remaining in the
participant's share account record must be redeemed on behaf of Hennepin County by the
Minnesota State Retirement System and the cash realized from the redemption digtributed to the estate of the
surviving spouse.
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(3) In the event of the death of a participant leaving no surviving spouse, but leaving a minor surviving child or
minor surviving children, the guardianship estate of the minor child is, or the guardianship estates of the minor
children are, entitled to receive the cash realized on the redemption of all shares to the credit of the participant's
share account record of the deceased participant. In the event of minor surviving children, the cash realized must be
paid in equa shares to the guardianship estates of the minor surviving children.

(4) In the event of the death of a participant leaving no surviving spouse and no minor surviving children, the
estate of the deceased participant is entitled to receive the cash redized on the redemption of all shares to the credit
of the participant's share account record of the deceased participant.

Sec. 9. [383B.491] [MINNESOTA STATE RETIREMENT SYSTEM BILLING AUTHORITY ]

The Minnesota State Retirement System executive director is authorized to enter into an interagency agreement
with Hennepin County under which the Minnesota State Retirement System would directly bill the county for the
cost of the Minnesota State Retirement System's adminigtration of the Hennepin County Supplemental Retirement
Plan.

Sec. 10. Minnesota Statutes 2004, section 423B.01, subdivision 12, is amended to read:

Subd. 12. [EXCESS INVESTMENT INCOME.] "Excess investment income" means the amount, if any, by
which the average time weighted total rate of return earned by the fund in the most recent prior five two fiscal years
has exceeded the actual average percentage increase in the current monthly salary of afirst grade patrol officer in the
most recent prior five two fiscal years plustwo percent, and must be expressed as a dollar amount. The amount may
not exceed one percent of the total assets of the fund, except when the actuaria value of assets of the fund according
to the most recent annual actuarial valuation prepared in accordance with sections 356.215 and 356.216 is greater
than 102 percent of its actuarial accrued liahilities, in which case the amount must not exceed 1-1/2 percent of the
total assets of the fund, and does not exist unless the yearly average percentage increase of the time weighted total
rate of return of the fund for the previous five two years exceeds by two percent the yearly average percentage
increasein monthly salary of afirst grade patrol officer during the previous five two calendar years.

Sec. 11. Minnesota Statutes 2004, section 423B.09, subdivision 1, isamended to read:
Subdivision 1. [MINNEAPOLIS POLICE; PERSONS ENTITLED TO RECEIVE PENSIONS.] The association

shall grant pensions payable from the police pension fund in monthly installments to persons entitled to pensionsin
the manner and for the following purposes.

eenti tled to aservice pens on accordlng to the following schedule:

and service pensonersar

5years 8.0 units
6 years 9.6 units
7 years 11.2 units

8 years 12.8 units
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9 years 14.4 units
10 years 16.0 units
11 years 17.6 units
12 years 19.2 units
13 years 20.8 units
14 years 22.4 units
15 years 24.0 units
16 years 25.6 units
17 years 27.2 units
18 years 28.8 units
19 years 30.4 units
20 years 34:0 35.0 units
21 years 35:6 36.6 units
22 years 3742 38.2 units
23 years 38:8 39.8 units
24 years 404 41.4 units
25 years 420 43.0 units

Fractional years of service may not be used in computing pensions.

(b) An active member who after five years service but less than 20 years service with the police department of
the city, becomes superannuated so as to be permanently unable to perform the person's assigned duties, is entitled
to be paid monthly for life a superannuation pension equal to four units for five years of service and an additional
two units for each full year of service over five years and less than 20 years.

() An active member who is not digible for a service pension and who, while a member of the police
department of the city, becomes diseased or sustains an injury while in the service that permanently unfits the
member for the performance of police dutiesis entitled to be paid monthly for life a penson equal to 34 units while
so disabled.

Sec. 12. Minnesota Statutes 2004, section 423B.09, subdivision 1, isamended to read:

Subdivision 1. [MINNEAPOLIS POLICE; PERSONS ENTITLED TO RECEIVE PENSIONS.] The association
shall grant pensions payable from the police pension fund in monthly installments to persons entitled to pensionsin
the manner and for the following purposes.

I—tabl-l-l-tl-e& An actl ve member ora deferred pensr oner Who hae performed duty asa member of the pollce department
of the city for five years or more, upon written application after retlrmg from duty and reachmg at least age 50, is
entltledtobepald monthlyfor Ilfeaserwce pension . \ .

and service pensionersare ent| tl ed to asavice pensr on accordl ng to the followi ng schedule:

5years 8.0 units
6 years 9.6 units
7 years 11.2 units
8 years 12.8 units

9 years 14.4 units



56TH DAY] TUESDAY, MAY 10, 2005 3869

10 years 16.0 units
11 years 17.6 units
12 years 19.2 units
13 years 20.8 units
14 years 22.4 units
15 years 24.0 units
16 years 25.6 units
17 years 27.2 units
18 years 28.8 units
19 years 30.4 units
20 years 34.0 units
21 years 35.6 units
22 years 37.2 units
23 years 38.8 units
24 years 40.4 units
25 years 42.0 units

Fractional years of service may not be used in computing pensions.

(b) An active member who after five years service but less than 20 years service with the police department of
the city, becomes superannuated so as to be permanently unable to perform the person's assigned duties, is entitled
to be paid monthly for life a superannuation pension equal to four units for five years of service and an additional
two unitsfor each full year of service over five years and less than 20 years.

() An active member who is not digible for a service pension and who, while a member of the police
department of the city, becomes diseased or sustains an injury while in the service that permanently unfits the
member for the performance of police dutiesis entitled to be paid monthly for life a penson equal to 34 units while
so disabled.

Sec. 13. Minnesota Statutes 2004, section 423B.09, is amended by adding a subdivision to read:

Subd. 7. [ADDITIONAL UNIT.] The additional unit provided to members by subdivision 1 must also be

actuarially eguivalent to the service pension and the automatic survivor coverage for that additiona unit.

Sec. 14. Minnesota Statutes 2004, section 423B.10, subdivision 1, isamended to read:

Subdivision 1. [ENTITLEMENT; BENEFIT AMOUNT.] (a) The surviving spouse of a deceased service
pensioner, disability pensioner, deferred pensioner, superannuation pensioner, or active member, who was the
legally married spouse of the decedent, residing with the decedent, and who was married while or before the time
the decedent was on the payrall of the police department, and who, if the deceased member was a service or deferred
pensioner, was legally married to the member for a period of at least one year before retirement from the police
department, is entitled to a surviving spouse benefit. The surviving spouse benefit is equal to 22 23 units per month
if the person is the surviving spouse of a deceased active member or disabilitant. The surviving spouse benefit is
equal to six units per month, plus an additional one unit for each year of service to the credit of the decedent in
excess of five years, to a maximum of 22 23 units per month, if the person is the surviving spouse of a deceased
service pensioner, deferred pensioner, or superannuation pensioner. The surviving spouse benefit is payable for the
life of the surviving spouse.
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(b) A surviving child of a deceased service pensioner, disability pensioner, deferred pensoner, superannuation
pensioner, or active member, who was living while the decedent was an active member of the police department or
was born within nine months after the decedent terminated active service in the police department, is entitled to a
surviving child benefit. The surviving child benefit is equal to eight units per month if the person is the surviving
child of a deceased active member or disabilitant. The surviving child benefit is equal to two units per month, plus
an additional four-tenths of one unit per month for each year of service to the credit of the decedent in excess of five
years, to a maximum of eight units, if the person is the surviving child of a deceased service pensioner, deferred
pensioner, or superannuation pensioner. The surviving child benefit is payable until the person attains age 18, or, if
in full-time attendance during the normal school year, in a school approved by the board of directors, until the
person receives a bachelor's degree or attainsthe age of 22 years, whichever occursfirst. In the event of the death of
both parents leaving a surviving child or children entitled to a surviving child benefit as determined in this
paragraph, the surviving child is, or the surviving children are, entitled to a surviving child benefit in such sums as
determined by the board of directors to be necessary for the care and education of such surviving child or children,
but not to exceed the family maximum benefit per month, to the children of any one family.

(c) The surviving spouse and surviving child benefits are subject to a family maximum benefit. The family
maximum benefit is 41 units per month.

(d) A surviving spouse who is otherwise not qualified may receive a benefit if the surviving spouse was married
to the decedent for a period of five years and was residing with the decedent at the time of death. The surviving
spouse benefit is the same as that provided in paragraph (a), except that if the surviving spouse is younger than the
decedent, the surviving spouse benefit must be actuarialy equivalent to a surviving spouse benefit that would have
been paid to the member's spouse had the member been married to a person of the same age or a greater age than the
member's age before retirement.

Sec. 15. Minnesota Statutes 2004, section 423B.15, subdivision 3, isamended to read:

Subd. 3. [AMOUNT OF ANNUAL POSTRETIREMENT PAYMENT.] The amount determined under
subdivision 2 mugt be applied in accordance with this subdivison. When the actuarial value of assets of the fund
according to the most recent annual actuarial valuation prepared in accordance with sections 356.215 and 356.216 is
less than 102 percent of its total actuarial liabilities, the relief association shall apply the first one-haf of excess
investment income to the payment of an annua postretirement payment as specified in this subdivision and the
second one-half of excess investment income up to one-half of one percent of the assets of the fund must be applied
to reduce the state amortization state aid or supplementary amortization state aid payments otherwise due to the
relief association under section 423A.02 for the current calendar year. When the actuarial value of assets of the fund
according to the most recent annual actuarial valuation prepared in accordance with sections 356.215 and 356.216 is
less than 102 percent funded and other conditions are met, the relief association shall pay an annual postretirement
payment to all eigible membersin an amount not to exceed one-half of one percent of the assets of the fund. When
the actuarial value of assets of the fund according to the most recent annual actuarial valuation prepared in
accordance with sections 356.215 and 356.216 is greater than 102 percent of its actuarial accrued liahilities, the
relief association shall pay an annual postretirement payment to all igible members in an amount not to exceed
1-1/2 percent of the assets of the fund. Payment of the annual postretirement payment must be in a lump sum
amount on June 1 following the determination date in any year. Payment of the annual postretirement payment may
be made only if the average time weighted total rate of return for the most recent prior five two years exceeds by
two percent the actual average percentage increase in the current monthly salary of a top grade patrol officer in the
most recent prior five two fiscal years. The total amount of all payments to members may not exceed the amount
determined under this subdivision. Payment to each eligible member must be calculated by dividing the total
number of pension units to which digible members are entitled into the excess investment income available for
distribution to members, and then multiplying that result by the number of units to which each digible member is
entitled to determine each eligible member's annual postretirement payment. When the actuaria value of assets of
the fund according to the most recent annual actuarial valuation prepared in accordance with sections 356.215 and
356.216 isless than 102 percent of its actuaria accrued liabilities, payment to each eligible member may not exceed
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an amount equal to the total monthly benefit that the eigible member was entitled to in the prior year under the
terms of the benefit plan of the reief association or each digible member's proportionate share of the excess
investment income, whichever isless. When the actuarial value of assets of the fund according to the most recent
annual actuarial vauation prepared in accordance with sections 356.215 and 356.216 is greater than 102 percent of
its actuariad accrued liabilities, payment to each digible member must not exceed the member's proportionate share
of 1-1/2 percent of the assets of the fund.

A person who received a pension or benefit for the entire 12 months before the determination date is eigible for
afull annual postretirement payment. A person who received a pension or benefit for less than 12 months before the
determination dateis digible for a prorated annual postretirement payment.

Sec. 16. Minnesota Statutes 2004, section 423C.05, subdivision 2, isamended to read:

Subd. 2. [SERVICE PENSION.] (a) Ar-active A member who has performed duty for the fire department for
five years or more, upon written application after retiring from duty and reaching at least age 50, is entitled to be
paid monthly for life a service pension under paragraph (b).

Length of Service Service Serviece
alowable pensoen pensen pensen
service payabletf payable payableif
credit uRder90 H-greater greater
pereant than-89-99 than-92.49
pereert-and pereent
lessthan Number of
92.5 percent units
5years - 8:0-units 8.0 units
6 years - 9.6-units 9.6 units
7 years - 112 units 11.2 units
8 years - 12.8-units 12.8 units
9 years - 14.4-units 14.4 units
10 years 16:0-units 16:0-units 16.0 units
11 years 17.6-units 17.6-units 17.6 units
12 years 192 units 19:2- units 19.2 units
13 years 20-8-units 20-8-units 20.8 units
14 years 224-units 22.4-units 22.4 units
15 years 24.0-units 24.0-units 24.0 units
16 years 25:6-units 25:6-units 25.6 units
17 years 2F-2-units 2F-2-units 27.2 units
18 years 28:8-units 28:8-units 28.8 units
19 years 30:4-units 30:4-units 30.4 units
20 years 33:0-units 33:5-units 34.0 units
21 years 34.6-units 35:1-units 35.6 units
22 years 36:2-units 3FF-units 37.2 units
23 years 37-8-units 38:3-units 38.8 units
24 years 39:4-units 39:9-units 40.4 units
25 years

or more 41.0-units 415 units 42.0 units



3872 JOURNAL OF THE HOUSE [56TH DAY

(©) A member entitled to a benefit under this subdivision may elect to have it paid as an optiona retirement
annuity pursuant to the conditions set forth in subdivision 8. A member receiving a benefit pursuant to subdivision
5 or 6 shall not simultaneoudly be entitled to a benefit under this subdivision.

Sec. 17. [423C.16] [RECOMPUTATION OF DISABLED BENEFIT PROHIBITED.]

Notwithstanding section 423A.11, the Board of Trustees of the Minneapolis Firefighters Relief Association shall
not recompute the disability benefit of a member who became permanently disabled as theresult of a service-related
disease or injury. Any prior recomputation of a disabled member's service-related disability pension shal be
revoked upon the member's request and upon the member's signed and sworn agreement to waive any right to a
recomputation of the benefit in the future. Non-service-related disability pension benefits that were recomputed at
full 25-year service pensions shall remain in effect.

Sec. 18. [NO REDUCTION OF BENEFITS]

Once a pension benefit is properly paid in accordance with the laws governing the Minneapalis Police Relief
Association to any member, the dollar amount of the pension a member received shall not be reduced if the city of

Minneapolis and the collective bargaining agent representing active palice officers enter into or arerequired to abide

by an agreement that would otherwise require the association to reduce the dollar amount of a pension that had
properly been paid to any member.

Sec. 19. [AURORA, BIWABIK CITY, HOYT LAKES, AND PALO VOLUNTEER FIREFIGHTER RELIEF
ASSOCIATIONS; CONSOLIDATION.]

(&) This section applies to consolidation of any combination of two or more of the following volunteer firefighter
relief associations. Aurora, Biwabik City, Hoyt Lakes, and Palo.

(b) Notwithstanding Minnesota Statutes, section 424B.10, subdivision 1, paragraph (a), the service pension to be
paid by therdief association existing after the consalidation is as follows.

(1) for the service rendered by each individual volunteer firefighter before the effective date of the consolidation
the service pension amount is the amount payable to that volunteer firefighter under the articles of incorporation or
bylaws of the consolidating volunteer firefightersrelief association that the firefighter was a member of immediately
before the consolidation;

(2) for the service rendered after the effective date of the consolidation, the service pension amount is the highest
dollar amount service pension of any of the consolidating volunteer firefighters relief associations under the articles
of incorporation or bylaws in effect immediately before the consolidation; and

(3) after consolidation, increases in the amounts established in clauses (1) and (2) may be implemented if
consistent with applicable requirements of Minnesota Statutes, chapters 69 and 424A.

Sec. 20. [EVELETH RETIRED POLICE AND FIRE TRUST FUND; AD HOC POSTRETIREMENT
ADJUSTMENT]

(a) In addition to the current pensions and other retirement benefits payable, the pensions and retirement benefits
payabl e to retired police officers and firefighters and their surviving spouses by the Eveleth police and fire trust fund
areincreased by $100 per month. Increases areretroactive from January 1, 2005.
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(b) Fallowing the January 1, 2005, effective date of the benefit increase provided under paragraph (a), every two

years theresfter, to be effective no earlier than the applicable January 1, the city council of the city of Eveleth is

theincrease.

(c) Within 30 days following the approval of aresolution under paragraph (b), the chief administrative officer of

resolution, the city's chief administrative officer must send a statement indicating the age of each benefit recipient
and the retirement benefit or survivor benefit being received before and after the benefit increase.

Sec. 21. [MAPLEWOOD AND OAKDALE VOLUNTEER FIREFIGHTER RELIEF ASSOCIATIONS;
TRANSFER OF ASSETS)]

Notwithgtanding any limitations in Minnesota Statutes, section 424A.02, subdivision 13, or any other provision
of law to the contrary, if an agreement between the affected relief associations and cities is reached as provided in
this section, the Maplewood Firefighters Relief Association may transfer assets from its special fund to the Oakdale
Fire Department Relief Association representing the value of the accumulated service credit for the current members
of the Oakdale Fire Department Relief Association who are currently eligible to recei ve a combined service pension
for firefighter service in both associations. The transfer of the assets from the Maplewood Firefighters Relief
Association to the Oakda e Fire Department Relief Association must be in an amount representing the cumulative
value of the service credit earned by the members of the Oakdale Fire Department Relief Association who are
currently eligible to receive a combined service pension for firefighting service in both associations for the service
credit that they accrued while working for the Maplewood Fire Department. The amount of the assets, liabilities,
and service credit to be transferred must be specified in a joint agreement negotiated by the secretaries of the two

relief associations and ratified by the boards of trustees of both relief associations and of the cities of Maplewood

and Oakdale The agreement must specify by name or other appropriate means the firefighters affected by the
liability, asset, and service credit transfer. The ratification must be expressed in the form of resolutions adopted by
each entity. The agreements must specify the amount of assets to be transferred, the amount of liabilities to be
transferred, and the amount of service credit each of the applicable individuas will receive in the Oakdae Fire
Department Relief Association. Upon the ratification of the agreement by both relief associations and both cities,
the assets, liabilities, and service credit of the applicable individuals must be transferred to the Oakdale Fire
Department Relief Association, and the Maplewood Firefighters Relief Association isrelieved of any obligation to
theindividuals. A certified copy of the ratified agreement must be filed with the state auditor and with the secretary
of state.

Sec. 22. [EFFECTIVE DATE; LOCAL APPROVAL.]

its chief clerical officer timely complete their compliance with Minnesota Statutes, section 645.021, subdivisions 2
and 4.

council of the city of Minneapolis and the timely completion by the chief clerical officer of the city of Minneapolis
of compliance with Minnesota Statutes, section 645.021, subdivisions 2 and 3.




3874 JOURNAL OF THE HOUSE [56TH DAY

(c) Sections 3, 4, 5, 6, and 7 are effective on the day after the board of Hennepin County and its chief clerical

officer complete in a timely manner their compliance with Minnesota Statutes, section 645.021, subdivisions 2
and 3.

(d) Section 8 is effective on the day after the Minneapalis city council and the chief clerical officer of the city of
Minneapolis complete in atimey manner their compliance with Minnesota Statutes, section 645.021, subdivisions 2
and 3.

clerical officer timely complete their compliance with Minnesota Statutes, section 645.021, subdivisions 2 and 3.

() Section 3iseffective with respect to a volunteer firefightersrelief association listed in column A the day after
the governing body of the municipality listed in column B and its chief clerical officer timely complete compliance
with Minnesota Statutes, section 645.021, subdivisions 2 and 3.

A B
Aurora city of Aurora
Biwabhik city of Biwabik
Hoyt Lakes city of Hoyt Lakes
Palo town of White

(h) Section 5 is effective the day after the governing body of the city of Maplewood, the governing body of the
city of Oakdale, the Maplewood chief clerical officer, and the Oakdale chief clerical officer complete their
compliance with Minnesota Statutes, section 645.021, subdivisions2 and 3.

ARTICLE 14
MINNEAPOLIS EMPLOY EES RETIREMENT FUND CHANGES
Section 1. Minnesota Statutes 2004, section 43A.17, subdivision 9, is amended to read:

Subd. 9. [POLITICAL SUBDIVISION COMPENSATION LIMIT.] () The salary and the value of al other
forms of compensation of a person employed by a political subdivision of this state, excluding a school district, er
employed-under—section-422A-03 may not exceed 95 percent of the salary of the governor as set under section
15A.082, except as provided in this subdivision. For purposes of this subdivision, "palitical subdivision of this
state” includes a statutory or homerule charter city, county, town, metropolitan or regional agency, or other political
subdivision, but does not include a hospital, clinic, or health maintenance organization owned by such a
governmental unit or aretirement plan governed by chapter 422A.

(b) Deferred compensation and payroll allocations to purchase an individual annuity contract for an employee
are included in determining the employee's salary. Other forms of compensation which shall be included to
determine an employee's total compensation are all other direct and indirect items of compensation which are not
specifically excluded by this subdivision. Other forms of compensation which shal not be included in a
determination of an employee's total compensation for the purposes of this subdivision are:
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(1) employee benefits that are adso provided for the majority of all other full-time employees of the political
subdivision, vacation and sick leave alowances, hedth and denta insurance, disability insurance, term life
insurance, and pension benefits or like benefits the cost of which is borne by the employee or which isnot subject to
tax asincome under the Internal Revenue Code of 1986;

(2) dues paid to organizationsthat are of a civic, professional, educational, or governmental nature; and

(3) reimbursement for actual expenses incurred by the employee which the governing body determines to be
directly related to the performance of job responsibilities, including any relocation expenses paid during the initial
year of employment.

The value of other forms of compensation shall be the annua cost to the political subdivision for the provision of
the compensation.

(c) The salary of a medical doctor or doctor of osteopathy occupying a position that the governing body of the
palitical subdivision has determined requires an M.D. or D.O. degree is excluded from the limitation in this
subdivision.

(d) The commissioner may increase the limitation in this subdivision for a position that the commissioner has
determined requires special expertise necessitating a higher salary to attract or retain a qualified person. The
commissioner shall review each proposed increase giving due consideration to salary rates paid to other persons
with similar responsibilities in the state and nation. The commissioner may not increase the limitation until the
commissioner has presented the proposed increase to the Legidative Coordinating Commission and received the
commission's recommendation on it. The recommendation is advisory only. If the commission does not give its
recommendation on a proposed increase within 30 days from its receipt of the proposal, the commission is deemed
to have made no recommendation.

Sec. 2. Minnesota Statutes 2004, section 422A.05, subdivision 2c, is amended to read:

Subd. 2c. [MINNEAPOLIS EMPLOYEES RETIREMENT FUND INVESTMENT AUTHORITY.] (a) For
investments made on or after July 1, 1991, the board shal invest funds only in investments authorized by section
356A.06, subdivision 7.

(b) However, in addition to real estate investments authorized under paragraph (a), the board may also make
loans to purchasers of Minnesota situs nonfarm residential real estate that is owned by the Minneapolis Employees
Retirement Fund. The loans must be secured by mortgages or deeds of trust.

(¢) For investments made before July 1, 1991, the board may, but is not required to, comply with paragraph (a).
However, with respect to these investments, the board shall act in accordance with subdivision 2a and chapter 356A.

(d) The board may certify assets for investment by the State Board of Investment under sections 11A.14
and 11A.17.

Sec. 3. Minnesota Statutes 2004, section 422A.06, subdivision 3, is amended to read:

Subd. 3. [DEPOSIT ACCUMULATION FUND.] (a) The deposit accumulation fund consists of the assets held
in the fund, including amounts contributed by or for employees, amounts contributed by the city, amounts
contributed by municipa activities supported in whole or in part by revenues other than taxes and amounts
contributed by any public corporation, amounts paid by the state, and by income from investments.
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(b) There must be paid from the fund the amounts required to be transferred to the retirement benefit fund, or the
disability benefit fund, refunds of contributions, including the death-while-active refund specified in section
422A.22, subdivision 4, postretirement increasesin retirement allowances granted under Laws 1965, chapter 688, or
Laws 1969, chapter 859, and expenses of the administration of the retirement fund which were not charged by the
retirement board against the income of the retirement benefit fund from investments as the cost of handling the
investments of the retirement benefit fund.

retirement benefit fund under subdivisions 5 ﬂj 8as S required, the deposit accumulation fund has a transfer amount
payable on which an interest charge accrues. The executive director must determine the interest charge for the
period that transfer amount payable remains unpaid at an annual rate equal to five percen M the percentage

calculated by the Bureau of Labor Statigtics of the United States Department of Labor from t the previous June @
The interest charge must be reflected in the books of the Minneapolis Employees Retirement Fund and assessed
against the deposit accumulation fund based on the average quarterly transfer amount payable balance outstanding.
Any revenue received by the deposit accumulation fund subsequent to unpaid transfers must be transferred from the
deposit accumulation fund to the disability benefit fund or to the retirement fund, whichever applies, must first be

applied to any remaining interest charge and then musgt be applied to the principal amount of transfer amount
payabl e outstanding.

Sec. 4. Minnesota Statutes 2004, section 422A.06, subdivision 5, is amended to read:

Subd. 5. [TRANSFER OF RESERVES TO RETIREMENT BENEFIT FUND; ADJUSTMENTS OF
ANNUITIES AND BENEFITS] (8) Assets equal to the required reserves for retirement annities as determined in
accordance with the appropriate mortality table adopted by the board of trustees based on the experience of the fund
as recommended by the eemimission-retained actuary retained under section 356.214 and using the postretirement
interest assumption specified in section 356.215, subdivision 8, shal mug be transferred to the disability benefit
fund as provided in subdivision 7, or the retirement benefit fund, except for any amounts payable from the survivor
benefit fund, as of date of retirement.

(b) If afull transfer amount is not payable from the deposit accumulation fund, the applicable fund must be
credited wit m interest-bearing transfer amount receivable.

b} () Annuity payments shall must be adjusted in accordance with this chapter, except that no minimum
retirement payments described in this chapter shall mugt include any amounts payable from the survivors benefit
fund or disahility benefit fund and supplemented benefits specifically financed by statute.

{e} (d) Increases in annuity payments pursuant-to under this section shall be made automatically unless written
notice on aform prescribed by the board isfiled with the retirement board reguesting that the increase not be made.

{d) (e) Any additiona annuity which began to accrue on July 1, 1973, or which began to accrue on January 1,
1974, pursuant to Laws 1973, chapter 770, section 1, shall must be considered as part of the base amount to be used
in determining any postretirement adjustments payabl e pursuant-to under the provisions of subdivision 8.

Sec. 5. Minnesota Statutes 2004, section 422A.06, subdivision 7, is amended to read:

Subd. 7. [DISABILITY BENEFT FUND.] (a) Unless subdivision 3, paragraph (c), applies, the required
reserves for disability allowances which become effective after December 31, 1973, shall must be transferred from
the deposit accumulation fund to the disability benefit fund. A proportionate share of income from investments shalt
must be allocated to this fund and any interest charge under subdivision 3, paragraph (c), must be credited to the
fund. Fhere-shall-be-paid From this fund, the disability allowances which become effective after December 31,
1973, must be paid.
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(b) In the event of termination of any disability allowance for any reason other than the death of the recipient, the
balance of the required reserves for the disability allowance as of the date of termination shalt must be transferred
from the disability benefit fund to the deposit accumulation fund.

(c) At the end of each fiscal year, as part of the annual actuarial valuation, a determination shalt must be made of
the required reserves for al disability allowances being paid from the disability benefit fund. Any excess of assets
over actuaria required reserves in the disability benefit fund shallt must be transferred to the deposit accumulation
fund. Unless subdivision 3, paragraph (c), applies, any excess of actuarial reserves over assets in the disability
benefit fund shalk must be funded by a transfer of the appropriate amount of assets from the deposit accumulation
fund.

Sec. 6. Minnesota Statutes 2004, section 422A.06, subdivision 8, is amended to read:

Subd. 8. [RETIREMENT BENEHFT FUND.] (a) The retirement benefit fund shal-eensist consists of amounts
held for payment of retirement allowances for membersretired pursdant-to under this chapter, including any transfer
amount payable under subdivision 3, paragraph ().

(b) Unless subdivision 3, paragraph (c), applies, assets equal to the required reserves for retirement alowances
pursdant-to under this chapter determined in accordance with the appropriate mortality table adopted by the board of
trustees based on the experience of the fund as recommended by the eommission-retained actuary shalt retained
under section 356.214, must be transferred from the deposit accumulation fund to the retirement benefit fund as of
the last business day of the month in which the retirement allowance begins. The income from investments of these
assets shalt must be allocated to this fund and any interest charge under subdivision 3, paragraph (), must be
credited to the fund. There shalt must be paid from this fund the retirement annuities authorized by law. A required
reserve calculation for the retirement benefit fund must be made by the actuary retained
Commission-on-Pensions-and-Retirement under section 356.214 and must be certified to the retirement board by the
commission-retained actuary.

(c) The retirement benefit fund shal must be governed by the applicable laws governing the accounting and
audit procedures, investment, actuaria requirements, calculation and payment of postretirement benefit adjustments,
discharge of any deficiency in the assets of the fund when compared to the actuarialy determined required reserves,
and other applicable operations and procedures regarding the Minnesota postretirement investment fund in effect on
June 30, 1997, established under Minnesota Statutes 1996, section 11A.18, and any legal or administrative
interpretations of those laws of the State Board of Investment, the legal advisor to the Board of Investment and the
executive director of the State Board of Investment in effect on June 30, 1997. If a deferred yield adjustment
account is established for the Minnesota postretirement investment fund before June 30, 1997, under Minnesota
Statutes 1996, section 11A.18, subdivision 5, the retirement board shall also establish and maintain a deferred yield
adjustment account within this fund.

(d) Annually, following the calculation of any postretirement adjustment payable from the retirement benefit
fund, the board of trustees shall submit a report to the executive director of the Legidative Commission on Pensions
and Retirement and to the commissioner of finance indicating the amount of any postretirement adjustment and the
underlying calculations on which that postretirement adjustment amount is based, including the amount of
dividends, the amount of interest, and the amount of net realized capita gains or losses utilized in the cal culations.

(e) With respect to aformer contributing member who began receiving a retirement annuity or disability benefit
under section 422A.151, paragraph (a), clause (2), after June 30, 1997, or with respect to a survivor of a former
contributing member who began receiving a survivor benefit under section 422A.151, paragraph (a), clause (2), after
June 30, 1997, the reserves attributabl e to the one percent lower amount of the cost-of-living adjustment payable to
those annuity or benefit recipients annually must be transferred back to the deposit accumulation fund to the credit
of the Metropalitan Airports Commission. The calculation of thls annual reduced cost- of Ilvmg adjustment reserve
transfer must be reviewed by the actuary retained by A d-Re
section 356.214.
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Sec. 7. Minnesota Statutes 2004, section 422A.101, subdivison 3, is amended to read:

Subd. 3. [STATE CONTRIBUTIONS] (&) Subject to the limitation set forth in paragraph (c), the state shall pay
to the Minneapolis Employees Retirement Fund annually an amount equal to the amount calculated under paragraph

(0).

(b) The payment amount is an amount equa to the financial requirements of the Minnegpolis Employees
Retirement Fund reported in the actuaria valuation of the fund prepared by the commission-retained actuary
pursuant to section 356.215 for the most recent year but based on atarget date for full amortization of the unfunded
actuarid accrued liabilities by June 30, 2020, less the amount of employee contributions required pursuant to section
422A.10, and the amount of employer contributions required pursuant to subdivisions 1a, 2, and 2a. Payments shall
be made September 15 annually.

(c) The annual state contribution under this subdivision may not exceed $9,000,000, plus the cost of the annual
supplemental benefit determined under section 356.43.

(d) If the amount determined under paragraph (b) exceeds $11,910,000 $9,000,000, the excess must be allocated
to and paid to the fund by the employers identified in subdivisions la and 2, other than units of metropolitan
government. Each employer's share of the excess is proportionate to the employer's share of the fund's unfunded
actuarld accrued Ilablllty as dlsclosed in the annual actuarial valuation prepared by the actuary retained by-the

, X ' under section 356.214 compared to the total unfunded actuarial
accrued Ilablllty attri buted to all employers identified in subdivisions 1a and 2, other than units of metropolitan
government. Payments must be made in equa installments as set forth in paragraph (b).

Sec. 8. [REPEALER]

Minnesota Statutes 2004, section 422A.101, subdivision 4, isrepealed.

Sec. 9. [EFFECTIVE DATE; LOCAL APPROVAL.]

Sections 1 to 8 are effective on the day after the city council of the city of Minneapoalis and its chief ¢

officer timely complete their compliance with Minnesota Statutes, section 645.021, subdivisions 2 and 3.

ARTICLE 15
ONE PERSON AND SMALL GROUP RETIREMENT CHANGES
Section 1. [SURVIVOR BENEFIT FOR ST. LOUIS PARK POLICE OFFICER KILLED IN IRAQ CONFLICT.]
Subdivision 1. [ELIGIBILITY.] (a) Notwithstanding any provision of Minnesota Statutes, section 353.657,
subdivision 1, regarding required length of marriage, an eligible person described in paragraph (b) is authorized to

apply for a surviving spouse annuity from the public employees police and fire retirement plan to be computed
under Minnesota Statutes, section 353.657, subdivision 2.

(b) An dligible person for purposes of paragraph (a) is the surviving spouse of a deceased public employees
palice and fire retirement plan member who:

(1) was born on October 29, 1979;

(2) was a member of the public employees police and fire retirement plan commencing on January 24, 2004, due
to employment as a police officer by the city of St. Louis Park; and
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(3) died on February 21, 2005, while providing military servicein Iraq.

Subd. 2. [APPLICATION PROCESS.] An dligible person described in subdivision 1 is authorized to apply for
the applicable surviving spouse annuity on a form or forms provided by the executive director of the Public
Employees Retirement Association. The person must provide sufficient documentation of €eigibility to the
executive director, asthe executive director may prescribe.

Subd. 3. [REFUND REPAYMENT AUTHORIZATION.] An annuity under this section isin lieu of any death
refund to which an dligible person would otherwise be entitled. If an digible person has received a death refund,
that person is authorized to repay that refund, under the terms specified in Minnesota Statutes, section 353.35,

notwithstanding any law to the contrary.

Subd. 4. [RETROACTIVE APPLICATION.] If avalid benefit application is made by an eigible person under
this section, the monthly annuity payments commence retroactive to February 21, 2005.

Sec. 2. [PURCHASE OF PRIOR SERVICE CREDIT.]

(a) An digible person described in paragraph (b) is entitled to purchase up to one year of allowable service credit
from the Teachers Retirement Association for the 2003-2004 school year. The service credit purchase under this
section must be made in accordance with Minnesota Statutes, section 356.551, except as otherwise stated in this
section.

(b) An digible person is a person who:

(1) iscurrently amember of the Teachers Retirement Association;

(2) was born on April 2, 1949;

(3) has been employed by Independent School District No. 11, Anoka-Hennepin, since the 1971-1972
school year;

(4) applied for and was granted an extended |eave of absence from Independent School Digtrict No. 11, Anoka-

Hennepin, for the 2002-2003, 2003-2004, and 2004-2005 school years under Minnesota Satutes, section 122A.46;

(5) was unable to make timely payment for the 2003-2004 school year under Minnesota Statutes, section
354.094, because of a problem in transferring funds from the individual's tax-sheltered annuity account; and

(6) was not permitted by the Teachers Retirement Association to make payment after June 30, 2004, with
interest.

(¢) Notwithstanding Minnesota Statutes, section 356.551, payment must be made by September 1, 2005, or prior
to termination of service, whichever is earlier, and the employee payment amount is an amount equa to the
employee contribution rate in effect during the 2003-2004 school year applied to the digible individual's salary in

which payment is made. If the full payment reguired under this paragraph is made, then notwithstanding Minnesota
Statutes, section 354.094, the individual is authorized under Minnesota Statutes, section 354.094, to make the
required contribution for the 2004-2005 school year, and any subsequent years of the leave. Notwithstanding
payment deadlines in Minnesota Statutes, section 354.094, the employee contribution for the 2004-2005 school year

must be made on or before September 30, 2005, with .708 percent monthly interest from June 30, 2005, until paid.
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(d) If payment is received under paragraph (c), the executive director of the Teachers Retirement Association
shall hill Independent School District No. 11, Anoka-Hennepin, for the employer contribution that would have been
made on behalf of the eligible person for the 2003-2004 fiscal year under Minnesota Statutes, section 354.094. The
remainder of the full actuarial value payment under Minnesota Statutes, section 356.551, is waived. |If the school

Sec. 3. [EFFECTIVE DATE.]

(@) For purposes of determining whether section 1 becomes effective, the board of trustees of the Public
Employees Retirement Association shall be considered to be comparable to the city council of a local government
unit.

(b) Section 1 is effective on the day after the board of trustees of the Public Employees Retirement Association
and its executive director complete in a timely manner their compliance with Minnesota Statutes, section 645.021,
subdivisions 2 and 3.

(c) Section 2 is effective on the day following fina enactment."

Delete thetitle and insert:

"A bill for an act relating to retirement; various public pension plans, clarifying and revising various plan
provisons; eiminating obsolete provisions; defining final average salary; modifying the definition of allowable
service to include time on grike; permitting judges to purchase service credit for an authorized leave; requiring
specified payments; clarifying references to actuarial servicesin determining actuarial equivalence; defining covered
salary to include certain employer contributions to supplemental retirement plans; specifying itemized detail of plan
adminigrative expenses in annual financial reporting; excluding police officers of the University of Minnesota from
the public employees police and fire fund; clarifying collection procedures relating to charter schools, adding a
uniform nonassignment and legal process exemption provision; adding employees of Bridges Medical Services,
Hutchinson Area Health Care, and Northfield Hospital to privatization coverage; extending date for filing specia
law approval with the secretary of state for the RenVilla Nursing Home; requiring the privatization periodic filing of
updated copies of articles of incorporation and bylaws; modifying a higher education individual retirement account
plan investment option provision; implementing the recommendations of the Volunteer Firefighter Relief
Association working group of the state auditor; modifying the trigger date for filing financia reports, revising the
per firefighter financing requirements for monthly benefit service pensions; modifying the options for crediting
interest on deferred service pensions; clarifying the deferred service pension options available to defined
contribution plans; providing for the crediting of service during military service leaves; requiring the amortization of
experience losses; clarifying the compliance requirements for the qualification for fire state aid; modifying alimit on
mutual fund investments; clarifying corporate stock and exchange traded funds investment authority; modifying the
municipal representation requirements on relief association governing boards; clarifying exemptions from process
and taxation; providing that certain laws do not apply to the consolidation of specified volunteer firefighter relief
associations; providing an ad hoc postretirement adjustment to Eveleth police and fire trust fund benefit recipients;
authorizing the Maplewood Firefighters Relief Association to transfer assets to the Oakdale Firefighters Relief
Association to cover service credits earned by certain individuals, appropriating money; amending Minnesota
Statutes 2004, sections 3A.01, subdivisions 1, 2, 6, 8, by adding subdivisions; 3A.011; 3A.02, subdivisions 1, 1b, 3,
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4, 5; 3A.03, subdivisions 1, 2; 3A.04, subdivisions 1, 2, 3, 4, by adding a subdivision; 3A.05; 3A.07; 3A.10,
subdivision 1; 3A.12; 3A.13; 43A.17, subdivision 9; 69.011, subdivision 2b, by adding a subdivision; 69.021,
subdivisions 5, 11; 69.051, subdivisions 1, 1a; 69.33; 69.77, subdivision 4; 69.771; 69.772, subdivisions 3, 4,
69.773, subdivisions 4, 5; 69.775; 352.01, subdivisions 2a, 4, 5, 12, 21, 23, by adding a subdivision; 352.021,
subdivisions 1, 2, 3, 4; 352.04, subdivisions 1, 12; 352.041, subdivisions 1, 2, 3, 5; 352.115, subdivisions 2, 3;
352.15, subdivisions 1, 3, 4; 352.22, subdivision 10; 352.87, subdivision 3; 352.91, by adding a subdivision; 352.93,
subdivision 1; 352B.01, subdivisions 1, 2, 3; 352B.02, subdivison le; 352B.071; 352C.021, by adding a
subdivision; 352C.091, subdivision 1; 352C.10; 352D.01; 352D.015, subdivisions 3, 4; 352D.02, subdivision 1;
352D.03; 352D.05, subdivision 4; 352D.085, subdivision 1; 352D.09, subdivision 5; 352D.12; 353.01, subdivisions
6, 10, 14, 32, 33, by adding a subdivision; 353.025; 353.026; 353.027; 353.028; 353.14; 353.15, subdivisions 1, 3;
353.27, subdivision 11; 353.271; 353.28, subdivisions 5, 6; 353.29, subdivision 3; 353.31, subdivision 1c; 353.32,
subdivision 9; 353.33, subdivisions 3, 12; 353.64, by adding a subdivision; 353.651, subdivision 3; 353.656,
subdivision 1; 353F.02, subdivison 4; 354.05, subdivision 7, by adding a subdivision; 354.091; 354.094,
subdivision 1; 354.10, subdivisions 1, 3, 4; 354.33, subdivision 5; 354.39; 354.41, subdivision 2; 354.42, by adding
a subdivision; 354.44, subdivisions 2, 6; 354A.011, subdivision 3a, by adding a subdivision; 354A.021, subdivision
5, by adding a subdivision; 354A.097, subdivision 1; 354A.31, subdivisions 4, 4a, 5; 354B.21, subdivisions 2, 3;
354B.25, subdivision 2; 355.01, subdivision 3e; 356.20, subdivision 4; 356.215, subdivision 8; 356.216; 356.24,
subdivision 1; 356.47, subdivision 3; 356.551; 356.65, subdivision 2; 356A.06, subdivision 7; 383B.46, subdivision
2; 383B.47; 383B.48; 383B.49; 422A.01, subdivisions 6, 11, by adding a subdivision; 422A.05, subdivision 2c;
422A.06, subdivisions 3, 5, 7, 8; 422A.10, subdivisions 1, 2; 422A.101, subdivision 3; 422A.15, subdivision 1;
422A.16, subdivision 9; 422A.22, subdivisions 1, 3, 4, 6; 422A.231; 422A.24; 423B.01, subdivision 12; 423B.09,
subdivision 1, by adding a subdivision; 423B.10, subdivison 1; 423B.15, subdivision 3; 423B.17;, 423C.05,
subdivision 2; 423C.09; 424A.02, subdivisions 3, 4, 7; 424A.04, subdivision 1; 424B.10, subdivision 1; 471A.10;
490.121, subdivisions 1, 4, 6, 7, 13, 14, 15, 20, 21, 22, by adding subdivisions; 490.122; 490.123, subdivisions 1, 1a,
1b, 1c, 2, 3; 490.124, subdivisons 1, 2, 3, 4, 5, 8, 9, 10, 11, 12, 13; 490.125, subdivisions 1, 2; 490.126; 490.133;
525.05; Laws 1999, chapter 222, article 16, section 16, as amended; Laws 2000, chapter 461, article 4, section 4, as
amended; Laws 2004, chapter 267, article 12, section 4; proposing coding for new law in Minnesota Statutes,
chapters 352C; 356; 383B; 423C; 424A; proposing coding for new law as Minnesota Statutes, chapter 490A;
repealing Minnesota Statutes 2004, sections 3A.01, subdivisions 3, 4, 6a, 7; 3A.02, subdivision 2; 3A.04,
subdivision 1a; 3A.09; 352.119, subdivision 1; 352.15, subdivision 1a; 352C.01; 352C.011; 352C.021; 352C.031;
352C.033; 352C.04; 352C.051; 352C.09; 352C.091, subdivisions 2, 3; 353.15, subdivision 2; 353.29, subdivision 2;
353.34, subdivision 3b; 353.36, subdivisions 2, 2a, 2b, 2c; 353.46, subdivision 4; 353.651, subdivision 2; 353.663;
353.74; 353.75; 354.10, subdivision 2; 354.59; 422A.101, subdivision 4; 422A.22, subdivisions 2, 5; 422A.221;
490.021; 490.025; 490.101; 490.102; 490.103; 490.105; 490.106; 490.107; 490.108; 490.109; 490.1091; 490.12;
490.121, subdivisions 2, 3, 5, 8, 9, 10, 11, 12, 16, 17, 18, 19, 20; 490.124, subdivision 6; 490.132; 490.15; 490.16;
490.18."

With the recommendation that when so amended the hill pass and be re-referred to the Committee on Ways and
Means.
The report was adopted.

SECOND READING OF HOUSE BILLS

H. F. Nos. 785 and 2461 were read for the second time.
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INTRODUCTION AND FIRST READING OF HOUSE BILLS

The following House Files were introduced:

Thissen introduced:

H. F. No. 2508, A hill for an act relating to retirement; limiting reductions in pension benefits.

The bill was read for the firgt time and referred to the Committee on Governmental Operations and Veterans
Affairs.

Peterson, A., and Koenen introduced:

H. F. No. 2509, A hill for an act relating to state procurement; providing that a preference must be awarded to
certain small businesses for purchase of state vehicles, amending Minnesota Statutes 2004, section 16C.16,
subdivision 7.

The bill was read for the firg time and referred to the Committee on Governmental Operations and Veterans
Affairs.

Severson, Cybart and Lieder introduced:

H. F. No. 2510, A hill for an act relating to taxation; individual income; creating a subtraction for military
pensions, amending Minnesota Statutes 2004, sections 290.01, subdivision 19b; 290.091, subdivision 2.

The bill wasread for thefirst time and referred to the Committee on Taxes.

MESSAGESFROM THE SENATE

The following messages were received from the Senate:

Mr. Speaker:

| hereby announce the passage by the Senate of the following House Files, herewith returned:

H. F. No. 1692, A hill for an act relating to state government; regulating compensation plans of the State Board
of Investment; amending Minnesota Statutes 2004, sections 11A.04; 11A.07, subdivision 4; 15A.0815, subdivision
2; 43A.18, by adding a subdivision.

H. F. No. 487, A bill for an act relating to state government; changing terminology for mentally retarded, mental
retardation, physically handicapped, and similar terms.

H. F. No. 68, A hill for an act relating to education; providing for opportunity to respond to nonrenewal of
certain coaching contracts, amending Minnesota Statutes 2004, section 122A.33.

PATRICK E. FLAHAVEN, Secretary of the Senate
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Mr. Speaker:
I hereby announce the following change in the membership of the Conference Committee on H. F. No. 1385:
The name of Solon has been gricken and the name of Cohen has been added.

PATRICK E. FLAHAVEN, Secretary of the Senate

Mr. Speaker:
I hereby announce the following change in the membership of the Conference Committee on H. F. No. 1422
The name of Kubly has been stricken and the name of Solon has been added.

PATRICK E. FLAHAVEN, Secretary of the Senate

Mr. Speaker:
| hereby announce the passage by the Senate of the following Senate Files, herewith transmitted:
S. F. Nos. 1371, 1563, 1819, 314, 1379, 1438, 1525, 483, 1025, 877, 1231, 1479, 917 and 333.

PATRICK E. FLAHAVEN, Secretary of the Senate

FIRST READING OF SENATE BILLS

S. F. No. 1371, A hill for an act relating to local government; increasing compensation of watershed digtrict
managers, clarifying who can enter onto land; amending Minnesota Statutes 2004, sections 103D.315, subdivision 8;
103D.335, subdivision 14.

The bill wasread for the first time.

Lanning moved that S. F. No. 1371 and H. F. No. 1309, now on the General Register, be referred to the Chief
Clerk for comparison. The motion prevailed.

S. F. No. 1563, A hill for an act relating to debtor creditor relations; increasng the amount of the homestead
exemption; amending Minnesota Statutes 2004, section 510.02.

The bill wasread for the first time.

Thissen moved that S. F. No. 1563 and H. F. No. 1630, now on the General Register, be referred to the Chief
Clerk for comparison. The motion prevailed.
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S. F. No. 1819, A hill for an act relating to building officials, requiring adoption and application of certain
competency and certification criteria; providing for continuing education; amending Minnesota Statutes 2004,
section 16B.65, subdivisions 3, 7; proposing coding for new law in Minnesota Statutes, chapter 16B.

The bill wasread for the first time.

Klinzing moved that S. F. No. 1819 and H. F. No. 1929, now on the General Register, be referred to the Chief
Clerk for comparison. The motion prevailed.

S. F. No. 314, A bill for an act relating to insurance; the Minnesota FAIR plan; regulating property and liability
coverage; amending Minnesota Statutes 2004, section 65A.08, subdivision 2.

The bill wasread for the first time.

Gazelka moved that S. F. No. 314 and H. F. No. 667, now on the Calendar for the Day, be referred to the Chief

Clerk for comparison. The motion prevailed.

S. F. No. 1379, A hill for an act relating to motor vehicles; excluding cost of air bag repair or replacement and
related repair costs from motor vehicle damage calculations for salvage title and consumer disclosure purposes,
amending Minnesota Statutes 2004, sections 168A.04, subdivision 4; 168A.151, subdivision 1; 325F.6641,
subdivisions 1, 2.

The bill wasread for the first time.

Severson moved that S. F. No. 1379 and H. F. No. 1529, now on the General Register, be referred to the Chief
Clerk for comparison. The motion prevailed.

S. F. No. 1438, A hill for an act relating to public safety; expanding the protection against employer retaliation
for crime victims, amending Minnesota Statutes 2004, sections 518B.01, by adding a subdivision; 609.748, by
adding a subdivision; 611A.036.

The bill wasread for the first time and referred to the Committee on Public Safety Policy and Finance.

S. F. No. 1525, A hill for an act relating to corrections; clarifying notification procedure when victim requests a
test on offender; amending Minnesota Statutes 2004, section 611A.19.

The bill wasread for the first time and referred to the Committee on Public Safety Policy and Finance.

S. F. No. 483, A hill for an act relating to state government; providing that chaplains employed by the state are in
the classified civil service; amending Minnesota Statutes 2004, section 43A.08, subdivision 1.

The bill wasread for the first time.

Smith moved that S. F. No. 483 and H. F. No. 432, now on the General Register, bereferred to the Chief Clerk
for comparison. Themotion prevailed.
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S. F. No. 1025, A bill for an act relating to human services; allowing PACE programs to be covered under
aternative integrated long-term care services;, amending Minnesota Statutes 2004, section 256B.69, subdivision 23.
The bill wasread for the first time and referred to the Committee on Health Policy and Finance.
S. F. No. 877, A hill for an act relating to state government; establishing a Minnesota Humanities Commission;
proposing coding for new law in Minnesota Statutes, chapter 138.
The bill wasread for the first time.
Sykoramoved that S. F. No. 877 and H. F. No. 1275, now on the General Register, be referred to the Chief Clerk

for comparison. Themotion prevailed.

S. F. No. 1231, A hill for an act relating to real property; regulating sign and flag display; amending Minnesota
Statutes 2004, sections 515.07; 515B.2-103; 515B.3-102; proposing coding for new law in Minnesota Statutes,
chapter 500.

The bill wasread for the first time.

Mullery moved that S. F. No. 1231 and H. F. No. 1473, now on the General Register, be referred to the Chief
Clerk for comparison. The motion prevailed.

S. F. No. 1479, A hill for an act relating to spousal maintenance; authorizing the Department of Human Services
to collect spousal maintenance; amending Minnesota Statutes 2004, sections 518.54, subdivisions 4a, 14, by adding
asubdivision; 518.551, subdivision 1.

The bill wasread for the first time.

Liebling moved that S. F. No. 1479 and H. F. No. 1578, now on the Genera Register, be referred to the Chief
Clerk for comparison. The motion prevailed.

S. F. No. 917, A hill for an act relating to health; providing for grants related to positive abortion alternatives;
appropriating money; proposing coding for new law in Minnesota Statutes, chapter 145.

The bill wasread for the first time.

Fingad moved that S. F. No. 917 and H. F. No. 952, now on the Generd Register, be referred to the Chief Clerk
for comparison. The motion prevailed.

S. F. No. 333, A hill for an act rlating to agriculture; exempting certain farm labor housing from regulation as
manufactured home park; amending Minnesota Statutes 2004, section 327.23, subdivision 2.

The bill wasread for the first time.

Severson moved that S. F. No. 333 and H. F. No. 527, now on the General Register, be referred to the Chief
Clerk for comparison. The motion prevailed.
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REPORT FROM THE COMMITTEE ON RULES AND
LEGISLATIVE ADMINISTRATION

Paulsen from the Committee on Rules and Legidative Administration, pursuant to rule 1.21, designated the
following billsto be placed on the Calendar for the Day for Tuesday, May 10, 2005:

H. F. Nos. 2156, 2133, 1109, 1265, 1748, 973 and 225; S. F. No. 735; and H. F. Nos. 561 and 898.

CALENDAR FOR THE DAY

Brod moved that the Calendar for the Day be continued. The motion prevailed.

MOTIONS AND RESOLUTIONS

Severson moved that the names of Tingelstad and Samuelson be added as authors on H. F. No. 1053. The

motion prevailed.

Gazelka moved that the name of Davids be added as an author on H. F. No. 1164. The motion prevailed.

Clark moved that the name of Eken be added as an author on H. F. No. 1382. The motion prevailed.

Krinkie moved that the name of Klinzing be added as an author on H. F. No. 1660. The motion prevailed.

Olson moved that his name be stricken as an author on H. F. No. 1949. The motion prevailed.

Peterson, A., introduced:
House Resolution No. 16, A House resolution congratulating Carrie Tollefson for her track championships.

The resolution was referred to the Committee on Rules and Legid ative Administration.

ANNOUNCEMENT BY THE SPEAKER

The Speaker announced the appointment of the following members of the House to a Conference Committee on
H. F. No. 872:

Sykora, Dittrich, Buesgens, Erickson and Heidgerken.
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FISCAL CALENDAR ANNOUNCEMENTS

Pursuant to rule 1.22, Krinkie announced his intention to place H. F. No. 785 on the Fiscal Cadendar for
Wednesday, May 11, 2005.

Pursuant to rule 1.22, Knoblach announced his intention to place H. F. No. 2461 on the Fisca Calendar for
Wednesday, May 11, 2005.

ADJOURNMENT

Paulsen moved that when the House adjourns today it adjourn until 7:30 am., Wednesday, May 11, 2005. The
motion prevailed.

Paulsen moved that the House adjourn. The motion prevailed, and Speaker pro tempore Davids declared the
House stands adjourned until 7:30 am., Wednesday, May 11, 2005.

ALBIN A. MATHIOWETZ, Chief Clerk, House of Representatives
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