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SEVENTY-SEVENTH DAY

St. Paul, Minnesota, Monday, March 22, 2010
The Senate met at 11:00 a.m. and was called to order by the President.
CALL OF THE SENATE
Senator Pogemiller imposed a call of the Senate. The Sergeant at Arms was instructed to bring
in the absent members.

Prayer was offered by the Chaplain, Pastor John Stiles.

The members of the Senate gave the pledge of alegiance to the flag of the United States of
America

Theroll was called, and the following Senators answered to their names:

Anderson Fischbach Kubly Ortman Sheran
Bakk Fobbe Langseth Pappas Sieben
Berglin Fol Latz Pariseau Skoe
Betzold Frederickson Limmer Parry Skogen
Bonoff Gerlach Lourey Pogemiller Sparks
Carlson Gimse Lynch Prettner Solon Stumpf
Chaudhary Hann Marty Rest Tomassoni
Clark Higains Metzen Robling Torres Ray
Cohen I n%ebri gtsen Michel Rosen Vandeveer
Dahle Johnson Moua Rummel Vickerman
Dibble Jungbauer Murphy Satzman Wiger
Dille Kelash Olseen Saxhaug

Doll Koch Olson, G. Scheid

Erickson Ropes Koering Olson, M. Senjem

The President declared a quorum present.
The reading of the Journal was dispensed with and the Journal, as printed and corrected, was
approved.
EXECUTIVE AND OFFICIAL COMMUNICATIONS

The following communication was received.
March 19, 2010

The Honorable Margaret Anderson Kelliher
Speaker of the House of Representatives
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The Honorable James P. Metzen
President of the Senate

I have the honor to inform you that the following enrolled Act of the 2010 Session of the State
L egislature has been received from the Office of the Governor and is deposited in the Office of the
Secretary of State for preservation, pursuant to the State Constitution, Article 1V, Section 23:

Time and
SFE H.F. Session Laws Date Approved Date Filed
No. No. Chapter No. 2010 2010
2856 190 7:31 am. March 19 March 19
Sincerely,
Mark Ritchie

Secretary of State
REPORTS OF COMMITTEES

Senator Pogemiller moved that the Committee Reports at the Desk be now adopted, with the
exception of the reports on S.F. Nos. 3274 and 3251. The motion prevailed.

Senator Rest from the Committee on State and Local Government Operations and
Oversight, to which was referred

S.F. No. 2925:; A hill for an act relating to metropolitan government; modifying provisions for
the alocation of treatment works and interceptors reserved capacity costs, amending Minnesota
Statutes 2008, section 473.517, subdivision 3.

Reports the same back with the recommendation that the bill be amended as follows:
Delete everything after the enacting clause and insert:
"Section 1. Minnesota Statutes 2008, section 473.517, subdivision 3, is amended to read:

Subd. 3. Allocation of treatment, interceptor costs; reserved capacity. (a) In preparing each
budget the council shall estimate the current costs of acquisition, betterment, and debt service, only,
of the treatment works in the metropolitan disposal system which will not be used to total capacity
during the budget year, and the percentage of such capacity which will not be used, and shall deduct
the same percentage of such treatment works costsfrom the current costs all ocated under subdivision
1. The council shall also estimate the current costs of acquisition, betterment, and debt service, only,
of the interceptors in the metropolitan disposal system that will not be used to total capacity during
the budget year, shall estimate the percentage of the total capacity that will not be used, and shall
deduct the same percentage of interceptor costs from the current costs allocated under subdivision
1. The total amount so deducted with respect to al treatment works and interceptors in the system
shall be aI Iocated among and pald by the respectlve Iocal government unlts in the metropol itan area
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each new connection or increase in capacity demand to the metropolitan disposal system within
each local government unit. Amounts collected through the metropolitan sewer availability charge
(SAC) must be deposited in the council's wastewater reserve capacity fund. Each fiscal year an
amount from the wastewater reserve capacity fund shall be transferred to the wastewater operating
fund for the reserved capacity costs described in this paragraph. For the purposes of this subdivision,

the amount transferred from the wastewater reserve capacity fund to the wastewater operating fund
shall be referred to as the "SAC transfer amount.”

(b) If, after appropriate study and a public hearing, the council determines for the next fiscal
year that areduction of the SAC transfer amount is necessary or desirable to ensure adequate funds
remain in the wastewater reserve capacity fund, based on a goal of maintaining at least the next
year's estimated SAC transfer amount in the wastewater reserve capacity fund, the council may
reduce the SAC transfer amount for that fiscal year. If the council reduces the SAC transfer amount
for the next fiscal year, the council must then increase the metropolitan sewer availability charge
not |ess than the greater of six percent or the annual percentage change in the Consumer Price Index
for the metropolltan region for the previous year pI us three percentage points. For the purposes of
this subdivision, any reduction in the SAC transfer amount shall be referred to as the "SAC transfer
deficit." The provisions of this paragraph expire at the end of calendar year 2015.

(c) The council will record on acumulative basis the total SAC transfer deficit. In any year that
the wastewater reserve capacity fund has a year-end balance of at |least two years estimated SAC
transfer amount, the council shall increase the subsequent annual SAC transfer amount in excess
of the amount required by paragraph (a) with the goal of eliminating the cumulative total SAC
transfer deficit. The annual amount by which the council increases the SAC transfer amount shall
be determlned by the counC|I after appropnate study and a publlc heanng

EFFECTIVE DATE. This section is effective the day following final enactment and appliesin
the counties of Anoka, Carver, Dakota, Hennepin, Ramsey, Scott, and Washington."

Amend the title numbers accordingly

And when so amended the bill do pass. Amendments adopted. Report adopted.

Senator Rest from the Committee on State and Local Government Operations and
Oversight, to which was referred

S.F. No. 3013: A hill for an act relating to tourism; amending council membership requirements;
amending Minnesota Statutes 2008, section 116U.25.

Reports the same back with the recommendation that the bill do pass. Report adopted.
Senator Rest from the Committee on State and Local Government Operations and
Oversight, to which was referred

S.F. No. 3005: A bill for an act relating to metropolitan government; authorizing Metropolitan
Council best value contracts and procurement for transit vehicles, amending Minnesota Statutes
2008, section 473.129, by adding a subdivision.

Reports the same back with the recommendation that the bill be amended as follows:
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Page 1, after line 20, insert:

"EFFECTIVE DATE. This section is effective the day following final enactment, and applies
retroactively from September 1, 2009, to eligible procurement in which the Metropolitan Council
has issued a request for proposals that complies with this section and the deadline for a vendor or
contractor to submit a best and final offer is after the day following final enactment.”

Page 2, delete section 3
And when so amended the bill do pass. Amendments adopted. Report adopted.

Senator Rest from the Committee on State and Local Government Operations and
Oversight, to which was referred

S.F. No. 2918: A bill for an act relating to retirement; volunteer fire relief associations; making
various technical corrections; revising break-in-service return to firefighting authorizations;
authorizing Minnesota deferred compensation plan service pension transfers; revising payout
defaults in survivor benefits; authorizing corrections of certain special fund deposits; amending
Minnesota Statutes 2008, section 356A.06, subdivision 8; Minnesota Statutes 2009 Supplement,
sections 69.772, subdivision 6; 69.773, subdivision 6; 424A.01, subdivisions 1, 6; 424A.015,
by adding a subdivision; 424A.016, subdivisions 4, 7; 424A.02, subdivisions 9, 10; 424A.05,
subdivision 3, by adding a subdivision; repealing Minnesota Statutes 2009 Supplement, section
424A.001, subdivision 6; Laws 2009, chapter 169, article 10, section 32.

Reports the same back with the recommendation that the bill be amended as follows:
Delete everything after the enacting clause and insert:
"ARTICLE 1
FINANCIAL SUSTAINABILITY PROVISIONS
Section 1. Minnesota Statutes 2008, section 3A.02, subdivision 4, is amended to read:

Subd. 4. Deferred annuities augmentation. (a) The deferred retirement allowance of any
former legidator must be augmented as provided herein.

(b) The required reserves applicable to the deferred 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 allowance
begins to accrue, at the following annually compounded rate or rates:

(2) five percent until January 1, 1981,

(2) three percent from January 1, 1981, or from the first day of the month following the
termination of active service, whichever is later, until January 1 of the year in which the former
legislator attains age 55 or until January 1, 2011, whichever is earlier; and

(3) five percent from the period end date under clause (2) +e until the effective date of retirement
or until January 1, 2011, whichever is earlier; and
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(4) two percent after December 31, 2010.

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

Sec. 2. Minnesota Statutes 2008, section 352.113, subdivision 1, is amended to read:

Subdivision 1. Age and service requirements. (a) An employee covered by the system, who
is less than normal retirement age and who becomes totally and permanently disabled after three
or more years of allowable service if employed before July 1, 2010, or after five or more years of
alowable service if employed after June 30, 2010, is entitled to a disability benefit in an amount
provided in subdivision 3.

(b) If the disabled employee's state service has terminated at any time, the employee must have
at least two years of allowable service after last becoming a state employee covered by the system.

(c) Refunds may be repaid under section 352.23 before the effective accrual date of the disability
benefit under subdivision 2.

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

Sec. 3. Minnesota Statutes 2008, section 352.115, subdivision 1, is amended to read:

Subdivision 1. Age and service requirements. After separation from state service, any
employee (1) who has attained the age of at least 55 years and who is entitled to credit for at
least three years allowable service if employed before July 1, 2010, or after five or more years of

dlowable service if employed after June 30, 2010, or (2) who has received credit for at least 30
years allowable service regardless of age, is entitled upon application to aretirement annuity.

EFFECTIVE DATE. This section is effective the day following final enactment.
Sec. 4. Minnesota Statutes 2008, section 352.12, subdivision 2, is amended to read:

Subd. 2. Surviving spouse benefit. (a) If an employee or former employee has credit for at |east
three years allowable service if the employee was employed before July 1, 2010, or for at least five
years of alowable service if the employee was employed after June 30, 2010, and dies before an
annuity or disability benefit has become payable, notwithstanding any designation of beneficiary to
the contrary, the surviving spouse of the employee may elect to receive, in lieu of the refund with
interest under subdivision 1, an annuity equal to the joint and 100 percent survivor annuity which
the employee or former employee could have qualified for on the date of death.

(b) If the employee was under age 55 and has credit for at least 30 years of allowable service on
the date of death, the surviving spouse may elect to receive a 100 percent joint and survivor annuity
based on the age of the employee and surviving spouse on the date of death. The annuity is payable
using the full early retirement reduction under section 352.116, subdivision 1, paragraph (a), to age
55 and one-half of the early retirement reduction from age 55 to the age payment begins.

(c) If the employee was under age 55 and has credit for at |east three years of allowable service
credit on the date of death if the employee was employed before July 1, 2010, or for at least five
years of allowable serviceif the employee was employed after June 30, 2010, but did not yet qualify
for retirement, the surviving spouse may elect to receive a 100 percent joint and survivor annuity
based on the age of the employee and surviving spouse at the time of death. The annuity is payable
using the full early retirement reduction under section 352.116, subdivision 1 or 1a, to age 55 and
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one-half of the early retirement reduction from age 55 to the age payment begins.

(d) The surviving spouse eligible for benefits under paragraph (a) may apply for the annuity at
any time after the date on which the employee or former employee would have attained the required
agefor retirement based on the allowabl e service earned. The surviving spouse eligiblefor surviving
spouse benefits under paragraph (b) or (c) may apply for the annuity at any time after the employee's
death. The annuity must be computed under sections 352.115, subdivisions 1, 2, and 3, and 352.116,
subdivisions 1, 1a, and 3. Sections 352.22, subdivision 3, and 352.72, subdivision 2, apply to a
deferred annuity or surviving spouse benefit payable under this subdivision. The annuity must cease
with the last payment received by the surviving spouse in the lifetime of the surviving spouse, or
upon expiration of aterm certain benefit payment to a surviving spouse under subdivision 2a. An
amount equal to the excess, if any, of the accumulated contributions credited to the account of the
deceased employee in excess of the total of the benefits paid and payable to the surviving spouse
must be paid to the deceased employee's or former employee'slast designated beneficiary or, if none,
as specified under subdivision 1.

(e) Any employee or former employee may request in writing, with the signed consent of the
spouse, that this subdivision not apply and that payment be made only to a designated beneficiary
as otherwise provided by this chapter.

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

Sec. 5. Minnesota Statutes 2008, section 352.22, subdivision 2, is amended to read:

Subd. 2. Amount of refund. Except as provided in subdivision 3, the refund payable to a person
who ceased to be a state employee by reason of atermination of state service is an amount equal
to employee accumulated contributions plusinterest at the rate of six percent per year compounded
daily from the date that the contribution was made until June 30, 2011, or until the date on which
the refund is paid, whichever is earlier, and at the rate of four percent per year compounded daily
from the date that the contribution was made or from July 1, 2011, whichever islater, until the date
on which the refund is paid. Included with the refund is any interest paid as part of repayment of a
past refund, plus interest thereon from the date of repayment.

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

Sec. 6. Minnesota Statutes 2008, section 352.22, subdivision 3, is amended to read:

Subd. 3. Deferred annuity. (a) An employee who has at least three years of allowable service
if employed before July 1, 2010, or who has at least five years of allowable service if employed
after June 30, 2010, when termination occurs may elect to leave the accumulated contributions in
the fund and thereby be entitled to a deferred retirement annuity. The annuity must be computed
under the law in effect when state service terminated, on the basis of the allowable service credited
to the person before the termination of service.

(b) An employee on layoff or on leave of absence without pay, except a leave of absence for
health reasons, and who does not return to state service must have an annuity, deferred annuity, or
other benefit to which the employee may become entitled computed under the law in effect on the
employee's last working day.

(c) No application for a deferred annuity may be made more than 60 days before the time the
former employee reachesthe required agefor entitlement to the payment of the annuity. The deferred
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annuity beginsto accrue no earlier than 60 days before the date the application isfiled in the office of
the system, but not (1) beforethe date on which the employee reachesthe required agefor entitlement
to the annuity nor (2) before the day following the termination of state service in a position which
is not covered by the retirement system.

(d) Application for the accumulated contributions left on deposit with the fund may be made at
any time following the date of the termination of service.

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

Sec. 7. Minnesota Statutes 2008, section 352.72, subdivision 1, is amended to read:

Subdivision 1. Entitlement to annuity. (a) Any person who has been an employee covered by
aretirement system listed in paragraph (b) is entitled when qualified to an annuity from each fund if
total allowable servicein all fundsor in any two of thesefundstotalsthree or moreyearsif employed
before July 1, 2010, or totals five or more years if employed after June 30, 2010.

(b) This section applies to the Minnesota State Retirement System, the Public Employees
Retirement Association including the Public Employees Retirement Association police and
fire fund, the Teachers Retirement Association, the State Patrol Retirement Association, or any
other public employee retirement system in the state with a similar provision, except as noted in

paragraph (c).
(c) Thissection does not apply to other funds providing benefitsfor police officersor firefighters.

(d) No portion of the alowable service upon which the retirement annuity from one fund is
based shall be again used in the computation for benefits from another fund. No refund may have
been taken from any one of these funds since service entitling the employee to coverage under the
system or the employee's membership in any of the associations last terminated. The annuity from
each fund must be determined by the appropriate provisions of the law except that the requirement
that a person must have at | east-three a specific number of yearsof allowable servicein the respective
system or association does not apply for the purposes of this section if the combined service in two
or more of these funds equal sthree-er-mereyears at least the longest period of allowable service of
any of the applicable retirement plans.

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

Sec. 8. Minnesota Statutes 2008, section 352.72, subdivision 2, is amended to read:

Subd. 2. Computation of deferred annuity. (a) The deferred annuity, if any, accruing under
subdivision 1, or section 352.22, subdivision 3, must be computed as provided in section 352.22,
subdivision 3, on the basis of allowable service before termination of state service and augmented
asprovided herein. The required reserves applicable to adeferred annuity or to an annuity for which
aformer employee was eligible but had not applied or to any deferred segment of an annuity must
be determined as of the date the benefit begins to accrue and augmented by interest compounded
annually from the first day of the month following the month in which the employee ceased to
be a state employee, or July 1, 1971, whichever is later, to the first day of the month in which the
annuity beginsto accrue. Therates of interest used for this purpose must be five percent compounded
annually until January 1, 1981, and three percent compounded annually thereafter until January 1
of the year following the year in which the former employee attains age 55 or until January 1, 2011,
whichever is earlier, and from that-date the January 1 next following the attainment of age 55 to
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the effective date of retirement or until January 1, 2011, whichever is earlier, therate+s five percent
compounded annually if the employee became an employee before July 1, 2006, are-at-2.5 percent
compounded annually until January 1, 2011, if the employee becomes an employee after June 30,
2006, and two percent compounded annually after December 31, 2010, irrespective of when the
employee became a state employee. If a person has more than one period of uninterrupted service,
the required reserves related to each period must be augmented by interest under this subdivision.
The sum of the augmented required reserves so determined is the present value of the annuity.
"Uninterrupted service" for the purpose of this subdivision means periods of covered employment
during which the employee has not been separated from state service for more than two years. If a
person repaysarefund, the servicerestored by the repayment must be considered continuouswith the
next period of service for which the employee has credit with this system. The formula percentages
used for each period of uninterrupted service must be those applicable to a new employee. The
mortality table and interest assumption used to compute the annuity must be those in effect when the
employee files application for annuity. This section does not reduce the annuity otherwise payable
under this chapter.

(b) The retirement annuity or disability benefit of, or the survivor benefit payable on behalf
of, aformer state employee 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 the tables adopted by the board and
approved by the actuary retained under section 356.214.

EFFECTIVE DATE. This section is effective the day following final enactment.
Sec. 9. Minnesota Statutes 2009 Supplement, section 352.75, subdivision 4, isamended to read:

Subd. 4. Existing deferred retirees. Any former member of the former Metropolitan Transit
Commission-Transit Operating Division employees retirement fund is entitled to a retirement
annuity from the Minnesota State Retirement System if the employee:

(1) is not an active employee of the Transit Operating Division of the former Metropolitan
Transit Commission on July 1, 1978; (2) has at |east ten years of active continuous service with the
Transit Operating Division of the former Metropolitan Transit Commission as defined by the former
Metropolitan Transit Commission-Transit Operating Division employees retirement plan document
in effect on December 31, 1977; (3) has not received a refund of contributions; (4) has not retired
or begun receiving an annuity or benefit from the former Metropolitan Transit Commission-Transit
Operating Division employees retirement fund; (5) is at least 55 years old; and (6) submits avalid
application for a retirement annuity to the executive director of the Minnesota State Retirement
System.

The person is entitled to a retirement annuity in an amount equa to the normal old age
retirement alowance calculated under the former Metropolitan Transit Commission-Transit
Operating Division employees retirement fund plan document in effect on December 31, 1977,
subject to an early retirement reduction or adjustment in amount on account of retirement before
the normal retirement age specified in that former Metropolitan Transit Commission-Transit
Operating Division employees retirement fund plan document.

The deferred retirement annuity of any person to whom this subdivision applies must be
augmented. The required reserves applicable to the deferred retirement annuity, determined as



77TH DAY] MONDAY, MARCH 22, 2010 8061

of the date the allowance begins to accrue using an appropriate mortality table and an interest
assumption of five percent, must be augmented by interest at the rate of five percent per year
compounded annualy from January 1, 1978, to January 1, 1981, and three percent per year
compounded annually from January 1, 1981, until the date that the annuity begins to accrue or June
30, 2010, whichever is earlier, and two percent after June 30, 2010, to the first day of the month in
which the annuity beginsto accrue. After the commencement of the retirement annuity, the annuity
is eligible for postretirement adjustments under section 356.415. On applying for a retirement
annuity under this subdivision, the person is entitled to elect a joint and survivor optional annuity
under section 352.116, subdivision 3.

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

Sec. 10. Minnesota Statutes 2008, 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 correctional service
and general state employees state retirement plan alowable service if first employed as a state
employee before July 1, 2010, or has credit for at least ten years of covered correctional serviceor a
combi natlon of covered correctlonal service and general state employees reti rement plan alowable
service if first employed as a state employee after June 30, 2010, is entitled upon application to
a retirement annuity under this section, based only on covered correctiona employees service.
Application may be made no earlier than 60 days before the date the employee is eligible to retire
by reason of both age and service requirements.

EFFECTIVE DATE. This section is effective the day following final enactment.
Sec. 11. Minnesota Statutes 2008, section 352.93, subdivision 2a, is amended to read:

Subd. 2a. Early retirement. Any covered correctional employee who becomes at least 50
years old and who has at least three years of allowable service if first employed as a correctional
state employee before July 1, 2010, or has credit for at least ten years of alowable service if
first employed as a correctional state employee after June 30, 2010, is entitled upon application
to a reduced retirement annuity equal to the annuity calculated under subdivision 2, reduced by
two-tenths of one percent for each month that the correctional employee is under age 55 at the time
of retirement if first employed as a correctional state employee before July 1, 2010, and if retired
before July 1, 2015 or reduced by 0.417 percent for each month that the correctional employee is
under age 55 at the time of retirement if first employed as a correctional state employee after June
30, 2010, or if first employed as a correctional state employee before July 1, 2010, and if retired
after June 30, 2015,

EFFECTIVE DATE. This section is effective the day following final enactment.
Sec. 12. Minnesota Statutes 2008, section 352.93, subdivision 3a, is amended to read:

Subd. 3a. Optional annuities. The board may establish optional annuity forms to pay a higher
amount from the date of retirement until an employeeisfirst eligibleto draw Social Security benefits,
reaches age 65, or upte reachesthe agethe employeeiseligibleto receive unreduced Social Security
benefits, at which time the monthly benefits must be reduced. The optional annuity forms must be
actuarially equivalent to the normal single life annuity form provided in subdivision 2. The optional




8062 JOURNAL OF THE SENATE [77TH DAY

annuity forms must be appreved certified as actuarialy equivalent by the actuary retained under
section 356.214.

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

Sec. 13. Minnesota Statutes 2008, section 352.931, subdivision 1, is amended to read:

Subdivision 1. Surviving spouse benefit. (a) If the correctional employeewas at | east age 50, has
credit for at least three years of allowable service if first employed as a correctional state employee
before July 1, 2010, or has credit for at least ten years of aIIowabIe service |f first employed as
a correctional state employee after June 30, 2010, and dies before an annuity or disability benefit
has become payable, notwithstanding any designation of beneficiary to the contrary, the surviving
spouse of the employee may elect to receive, in lieu of the refund under section 352.12, subdivision
1, an annuity for life equal to the joint and 100 percent survivor annuity which the employee could
have qualified for had the employee terminated service on the date of death. The election may be
made at any time after the date of death of the employee. The surviving spouse benefit begins to
accrue as of the first of the month next following the date on which the application for the benefit
was filed.

(b) If the employee was under age 50, dies, and had credit for at least three years of alowable
service eredit-on the date of death if first employed as a correctional state employee before July 1,
2010, or had credit for at |east ten years of allowable service on the date of death if first employed as
acorrectional state employee after June 30, 2010, but did not yet qualify for retirement, the surviving
spouse may elect to receive a100 percent joint and survivor annuity based on the age of the employee
and surviving spouse at thetime of death. The annuity is payable using the early retirement reduction
under section 352.93, subdivision 2a, to age 50, and one-half of the early retirement reduction from
age 50 to the age payment begins. The surviving spouse eligible for surviving spouse benefits under
this paragraph may apply for the annuity at any time after the employee's death. Sections 352.22,
subdivision 3, and 352.72, subdivision 2, apply to a deferred annuity or surviving spouse benefit
payable under this subdivision.

(c) Theannuity must cease with the last payment received by the surviving spousein thelifetime
of the surviving spouse. Any employee may request in writing, with the signed consent of the
spouse, that this subdivision not apply and that payment be made only to a designated beneficiary
as otherwise provided by this chapter.

EFFECTIVE DATE. This section is effective the day following final enactment.
Sec. 14. Minnesota Statutes 2009 Supplement, section 352.95, subdivision 2, isamended to read:

Subd. 2. Regular disability; computation of benefit. A covered correctional employee who
was hired before July 1, 2009, after rendering at least one year of covered correctional service, or
a covered correctional employee who was first hired after June 30, 2009, after rendering at least
three years of covered correctional plan service if first employed as a correctional state employee
before July 1, 2010, or after rendering at least ten years of covered correctlonal plan service if
first employed as a correctional state employee after June 30, 2010, and who is determined to have
aregular disability, physical or psychological, as defined under section 352.01, subdivision 17c,
is entitled to a regular disability benefit. The regular disability benefit must be based on covered
correctional service only. The regular disability benefit must be computed as provided in section
352.93, subdivisions 1 and 2. The regular disability benefit of a covered correctional employee who
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was first hired before July 1, 2009, and who is determined to have a regular disability, physical or
psychological, under this subdivision must be computed as though the employee had at least 15
years of covered correctional service.

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

Sec. 15. Minnesota Statutes 2008, section 352B.02, as amended by Laws 2009, chapter 101,
article 2, section 109; and Laws 2009, chapter 169, article 1, section 23; article 2, section 16; and
article 4, sections 3 and 4, is amended to read:

352B.02 STATE PATROL RETIREMENT FUND.

Subdivision 1. Fund created; member ship. A State Patrol retirement fund is established. Its
membership consists of all persons defined in section 352B.011, subdivision 10.

Subd. 1a. Member contributions. (&) The member contribution is 38:46-pereent-the following
percentage of the member's salary=

(1) before thefirst day of thefirst pay period

beginning after July 1, 2011 10.40 percent
(2) on or after thefirst day of the first pay
period beginning after July 1, 2011 11.20 percent

(b) These contributions must be made by deduction from salary as provided in section 352.04,
subdivision 4.

Subd. 1b. Salary deductions. Member contribution amounts must be deducted each pay period
by the department head, who shall have the total amount of the deductions paid to the commissioner
of management and budget for deposit in the State Patrol retirement fund, and have a detailed report
of all deductions made each pay period to the executive director of the Minnesota State Retirement
System.

Subd. 1c. Employer contributions. (a) In addition to member contributions, department heads
shall pay asum equal to 45:60-pereent-the specified percentage of the salary upon which deductions
were made, which constitutes the employer contribution to the fund-as follows:

(1) before the first day of the first pay period

beginning after July 1, 2011 15.60 percent
(2) on or after the first day of the first pay
period beginning after July 1, 2011 16.80 percent

(b) Department contributions must be paid out of money appropriated to departments for this
purpose.

Subd. 1d. Additional employer contributions. (a) In addition to the regular employer
contribution under subdivision 1c, department heads shall pay a sum equal to ten percent of the
saelary upon which member contribution deductions were made, which is the additional employer
contribution to the fund.

(b) Department additional employer contributions must be paid from departmental
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appropriations or revenue.

Subd. 4d 1e. Fund revenue and expenses. The amounts provided for in this section must
be credited to the State Patrol retirement fund. All money received must be deposited by the
commissioner of management and budget in the State Patrol retirement fund. The fund must be
used to pay the administrative expenses of the retirement fund, and the benefits and annuities
provided in this chapter.

Subd. Ze 1f. Audit; regular actuarial valuation; supplemental valuations. (a) Thelegidative
auditor shall audit the fund.

(b) Any actuarial valuation of the fund required under section 356.215 must be prepared by the
actuary retained under section 356.214.

(c) Any approved actuary retained by the executive director under section 352.03, subdivision
6, may perform actuarial valuations and experience studies to supplement those performed by the
actuary retained under section 356.214. Any supplemental actuarial valuation or experience studies
must be filed with the executive director of the L egislative Commission on Pensions and Retirement.

EFFECTIVE DATE. This section is effective the day following final enactment.
Sec. 16. Minnesota Statutes 2008, section 352B.08, subdivision 1, is amended to read:

Subdivision 1. Eligibility; when to apply; accrual. (a) Every member who is credited with
three or more years of allowable service if first employed before July 1, 2010, or with at least five
years of allowable service if first employed after June 30, 2010, is entitled to separate from state
service and upon becoming 50 years old, is entitled to receive alife annuity, upon separation from
state service.

(b) Members shal-must apply for an annuity in aform and manner prescribed by the executive
director.

(c) No application may be made more than 90 days before the date the member is eligible to
retire by reason of both age and service requirements.

(d) An annuity begins to accrue no earlier than 180 days before the date the application isfiled
with the executive director.

EFFECTIVE DATE. This section is effective the day following final enactment.
Sec. 17. Minnesota Statutes 2008, section 352B.08, subdivision 2a, is amended to read:

Subd. 2a. Early retirement. Any member who has become at least 50 years old and who has
at least three years of allowable service if first employed before July 1, 2010, or who has at |east
five years of allowable service if first employed after June 30, 2010, is entitled upon application
to a reduced retirement annuity equal to the annuity calculated under subdivision 2, reduced by
one-tenth of one percent for each month that the member is under age 55 at the time of retirement
if first employed before July 1, 2010, or reduced by two-tenths of one percent for each month that
the member is under age 55 at the time of retirement if first employed after June 30, 2010.

EFFECTIVE DATE. This section is effective the day following final enactment.
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Sec. 18. Minnesota Statutes 2008, section 352B.11, subdivision 2b, is amended to read:

Subd. 2b. Surviving spouse benefit eligibility. (a) If an active member with three or more years
of alowable service if first employed before July 1, 2010, or with at least five years of alowable
service if first employed after June 30, 2010, dies before attaining age 55, the surviving spouse is
entitled to the benefit specified in subdivision 2c, paragraph (b).

(b) If an active member with less than three years of allowable service if first employed before
July 1, 2010, or with fewer than five years of allowable serviceif first employed after June 30, 2010,
dies at any age, the surviving spouse is entitled to receive the benefit specified in subdivision 2c,

paragraph (c).

(c) If an active member with three or more years of allowable service if first employed before
July 1, 2010, or with at |east five years of allowable serviceif first employed after June 30, 2010, dies
on or after attaining exact age 55, the surviving spouse is entitled to receive the benefits specified
in subdivision 2c, paragraph (d).

(d) If a disabilitant dies while receiving a disability benefit under section 352B.10 or before
the benefit under that section commenced, and an optional annuity was not elected under section
352B.10, subdivision 5, the surviving spouseisentitled to receive the benefit specified in subdivision

2c, paragraph (b).

(e) If aformer member with three or more years of allowable serviceif first employed before July
1, 2010, or with at least five years of allowable service if first employed after June 30, 2010, who
terminated from service and has not received a refund or commenced receipt of any other benefit
provided by this chapter, dies, the surviving spouse is entitled to receive the benefit specified in
subdivision 2c, paragraph (e).

(f) If aformer member with less than three years of allowable service if first employed before
July 1, 2010, or with fewer than five years of alowable service if first employed after June 30,
2010, who terminated from service and has not received a refund or commenced receipt of any
other benefit, if applicable, provided by this chapter, dies, the surviving spouse is entitled to receive
the refund specified in subdivision 2c, paragraph (f).

EFFECTIVE DATE. This section is effective the day following final enactment.
Sec. 19. Minnesota Statutes 2008, section 352B.30, subdivision 1, is amended to read:

Subdivision 1. Entitlement to annuity. Any person who has been an employee covered
by the Minnesota State Retirement System, or a member of the Public Employees Retirement
Association including the Public Employees Retirement Association Police and Fire Fund, or the
Teachers Retirement Association, or the State Patrol retirement fund, or any other public employee
retirement system in Minnesota having a like provision but excluding all other funds providing
benefits for police or firefighters is entitled when qualified to an annuity from each fund if total
dlowable servicein all funds or in any two of these funds total s+three-er-mere the number of years
of allowable service required by the applicable retirement plan with the longest vesting period for
the person. No part of the allowable service upon which the retirement annuity from one fund is
based may again be used in the computation for benefits from another fund. The member must not
have taken a refund from any one of these funds since service entitling the member to coverage
under the system or membership in any of the associations last terminated. The annuity from each
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fund must be determined by the appropriate law except that the requirement that a person must have
at least three a specific number of years allowable service in the respective system or association
does not apply for the purposes of this section if the combined service in two or more of these
funds eguals three-er-mere the number of years of allowable service required by the applicable
retirement plan with the longest vesting period for the person.

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

Sec. 20. Minnesota Statutes 2008, section 352B.30, subdivision 2, is amended to read:

Subd. 2. Computation of deferred annuity. Deferred annuities must be computed according
to this chapter on the basis of allowable service before termination of service and augmented as
provided in this chapter. The required reserves applicable to a deferred annuity must be augmented
by interest compounded annually from the first day of the month following the month in which
the member terminated service, or July 1, 1971, whichever is later, to the first day of the month in
which the annuity begins to accrue. The rates of interest used for this purpose shal- must be five
percent per year compounded annually until January 1, 1981, aned-after-that-date three percent per
year compounded annually after January 1, 1981, until January 1, 2011, if the employee became an
employee before July 1, 2006, ang-at- 2.5 percent compounded annually if the employee becomes
an employee after June 30, 2006, and two percent per year compounded annually after December
31, 2010, irrespective of when the employee was first employed. The mortality table and interest
assumption used to compute the annuity sha must be those in effect when the member files

application for annuity.

EFFECTIVE DATE. This section is effective the day following final enactment.
Sec. 21. Minnesota Statutes 2008, section 352F.07, is amended to read:
352F.07 EFFECT ON REFUND.

Notwithstanding any provision of chapter 352 to the contrary, terminated hospital employees
may receive arefund of employee accumulated contributions plus interest at-the+ate-of-six-pereent
per—year—compednded—annually in accordance with Mirresota—Statates—1994-- section 352.22,
subdivision 2, at any time after the transfer of employment to Fairview, University of Minnesota
Physicians, or University Affiliated Family Physicians. If a terminated hospital employee has
received arefund from a pension plan enumerated in section 356.30, subdivision 3, the person may
not repay that refund unless the person again becomes a member of one of those enumerated plans
and complies with section 356.30, subdivision 2.

EFFECTIVE DATE. This section is effective the day following final enactment.
Sec. 22. Minnesota Statutes 2008, section 353.01, is amended by adding a subdivision to read:

Subd. 47. Vesting. (a) "Vesting" means obtaining a nonforfeitable entitlement to an annuity or
benefit from a retirement plan administered by the Public Employees Retirement Association by
having credit for sufficient allowable service under paragraph (b) or (c), whichever applies.

(b) For purposes of qualifying for an annuity or benefit as a basic or coordinated plan member
of the general employees retirement plan of the Public Employees Retirement Association:

(1) amember who first became a public employee before July 1, 2010, isvested when the person
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has accrued credit for not less than three years of allowable service as defined under subdivision 16;
and

(2) amember who first becomes apublic employee after June 30, 2010, isvested when the person

(c) For purposes of qualifying for an annuity or benefit as a member of the police and fire plan
or amember of the local government correctional employees retirement plan:

(1) amember who first became apublic employee before July 1, 2010, is vested when the person
has accrued credit for not less than three years of allowable service as defined under subdivision 16;
and

(2) amember who first becomes apublic employee after June 30, 2010, is vested at the following
percentages when the person has accrued credited allowable service as defined under subdivision
16, as follows:

(i) S0 percent after five years,

(if) 60 percent after six years;

(iii) 70 percent after seven years;

(iv) 80 percent after eight years;

(v) 90 percent after nine years; and

(vi) 100 percent after ten years.

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

Sec. 23. Minnesota Statutes 2009 Supplement, section 353.27, subdivision 2, isamended to read:

Subd. 2. Employee contribution. (a) For a basic member, the employee contribution is 9.10
percent of salary. For a coordinated member, the employee contribution is sixpereent-the following
percentage of salary plus any contribution rate adjustment under subdivision 3b=

Effective before January 1, 2011 6.00
Effective after December 31, 2010 6.25

(b) These contributions must be made by deduction from salary as defined in section 353.01,
subdivision 10, in the manner provided in subdivision 4. If any portion of amember's salary is paid
from other than public funds, the member's employee contribution must be based on the total salary
received by the member from all sources.

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

Sec. 24. Minnesota Statutes 2009 Supplement, section 353.27, subdivision 3, isamended to read:

Subd. 3. Employer contribution. (a) For a basic member, the employer contribution is 9.10
percent of salary. For a coordinated member, the employer contribution isskhpereert-the following
percentage of salary plus any contribution rate adjustment under subdivision 3b=
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Effective before January 1, 2011 6.00

Effective after December 31, 2010 6.25

(b) This contribution must be made from funds available to the employing subdivision by the
means and in the manner provided in section 353.28.

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

Sec. 25. Minnesota Statutes 2008, section 353.27, subdivision 3b, is amended to read:

Subd. 3b. Change in employee and employer contributions in certain instances. (a) For
purposes of this section;:

(1) acontribution sufficiency exists if the total of the employee contribution under subdivision
2, the employer contribution under subdivision 3, the additional employer contribution under
subdivision 3a, and any additional contribution previoudy imposed under this subdivision exceeds
the total of the normal cost, the administrative expenses, and the amortization contribution of the
retirement plan as reported in the most recent actuarial valuation of the retirement plan prepared by
the actuary retained under section 356.214 and prepared under section 356.215 and the standards
for actuarial work of the Legidative Commission on Pensions and Retirement—erpurpeses-ef
this-seetion;; and

(2) acontribution deficiency exists if the total of the employee contributions under subdivision
2, the employer contributions under subdivision 3, the additional employer contribution under
subdivision 3a, and any additional contribution previously imposed under this subdivision is less
than the total of the normal cost, the administrative expenses, and the amortization contribution
of the retirement plan as reported in the most recent actuarial valuation of the retirement plan
prepared by the actuary retained under section 356.214 and prepared under section 356.215 and
the standards for actuarial work of the Legislative Commission on Pensions and Retirement.

(b) Employee and employer contributions under subdivisions 2 and 3 must be adjusted:

(2) if, on or after July 1, 2010, theregular actuarial valuatiensval uation of the general employees
retirement plan of the Public Employees Retirement Association under section 356.215 indicate
indicates that there is acontribution sufficiency under paragraph (a) equal-te-ergreater than -5 one
percent of covered payroll and that the sufficiency has existed for at |east two consecutive years, the
coordinated program employee and employer contribution rates must be decreased as determined
under paragraph (c) to a level such that the sufficiency egquals is no mere greater than 8:25 one
percent of covered payroll based on the most recent actuarial vauation; or

(2) if, on or after July 1, 2010, theregular actuarial vatuatiensvaluation of the general employees
retirement plan of the Public Employees Retirement Association under section 356.215 indicate
indicates that there is a contribution deficiency equal to or greater than 0.5 percent of covered
payroll and that the deficiency hasexisted for at | east two consecutive years, the coordinated program
employee and employer contribution rates must be increased as determined under paragraph{€)-(d)
to alevel such that no deficiency exists based on the most recent actuarial valuation. o
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If the actuarrally requr red contri butron exeeeds—er— is Ieﬁs than the totaI support provrded by the
combined employee and employer contribution rates under subdivisions 2, 3, and 3a, by more than
0:5 one percent of covered payroll, the coordinated program employee and employer contribution
rates under subdivisions 2 and 3 must be agjusted decreased incrementally over one or more years

by no more than 0.25 percent of pay each for employee and employer matching contribution rates
to alevel such that there remains a contribution sufficiency of re-merethan0:25 at |east one percent
of covered payroll. No contribution rate decrease may be made until at least two years have el apsed
since any adjustment under this subdivision has been fully implemented.

(d) Ne If the actuarially required contribution exceeds the total support provided by the

combined employee and employer contribution rates under subdivisions 2, 3, and 3a, the employee

and matching employer contribution rates must be increased equally to eliminate that contribution
deficiency. If the contribution deficiency is:

(2) lessthan two percent, the incremental adpustmentincrease may exeeed be up to 0.25 percent
for er-thertheeeerdr—nated—pregram empI oyee and matchl ng employer contrrbutron rat%per—year—r—n

S, ct acHd

(2) greater than 1.99 percent and less than 4.01 percent, the incremental increase may be up to
0.5 percent for the employee and matching employer contribution rates; or

(3) greater than four percent, theincremental increase may be up to 0.75 percent for the employee
and matching employer contrlbutlon

(e) Any recommended adjustment to the contribution rates must be reported to the chair and
the executive director of the Legislative Commission on Pensions and Retirement by January 15
following receipt of the most recent annual actuarial valuation prepared under section 356.215. If the
L egislative Commission on Pensions and Retirement does not recommend against the rate change
or does not recommend a modification in the rate change the recommended adj ustment becomes
effective on thefirst day of thefirst full payroll period in the fiscal year following receipt of the most
recent actuarial valuation that gave rise to the adjustment.

(f) A contribution sufficiency of up to one percent of covered payroll must be held in reserveto
be used to offset any future actuarially required contributions that are more than the total combined
employee and employer contributions under subdivisions 2, 3, and 3a.

(9) Before any reduction in contributions to eliminate a sufficiency in excess of one percent of
covered pay may be recommended, the executive director must review any need for a change in
actuarial assumptions, as recommended by the actuary retained under section 356.214 in the most
recent experience study of the general emponees retirement pIan prepared under sectl on 356. 215
and the standards for actuarial work promulgated by the L egislative Commission on Pensions and
Retirement that may result in an increase in the actuarially required contribution and must report
to the Legislative Commission on Pensions and Retirement any recommendation by the board to
use the sufficiency exceeding one percent of covered payroll to offset the impact of an actuarial
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assumption change recommended by the actuary retained under section 356.214, subdivision 1, and
reviewed by the actuary retained by the commission under section 356.214, subdivision 4.

(h) No contribution sufficiency in excess of one percent of covered pay may be proposed to be
used to increase benefits, and no benefit increase may be proposed that would initiate an automatic
adjustment to increase contrlbutlons under this subdivision. Any proposed benefit |mprovement
must i nclude arecommendation, prepared by the actuary retained under section 356.214, subdivision
1, and reviewed by the actuary retained by the L egislative Commission on Pensions and Retirement

prowded under sectlon 356. 214 SUdeVISIOh 4, on how the beneflt modlflcatlon WI|| befunded

EFFECTIVE DATE. This section is effective the day following final enactment.
Sec. 26. Minnesota Statutes 2008, section 353.29, subdivision 1, is amended to read:

Subdivision 1. Age and allowable service requirements. Upon termination of membership, a

person who has attained normal retirement age and who +eceived-eredit-for-nottessthanthreeyears
eFaHewableserviee is vested under section 353.01, subdivision 47, is entitled upon application to

aretirement annuity. The retirement annuity is known as the "normal” retirement annuity.

EFFECTIVE DATE. This section is effective the day following final enactment.
Sec. 27. Minnesota Statutes 2008, section 353.30, subdivision 1c, is amended to read:

Subd. 1c. Pre-July 1, 1989, members: early retirement. Upon termination of public service, a
person who first became a public employee or amember of a pension fund listed in section 356.30,
subdivision 3, before July 1, 1989, who has become at least 55 years old but not normal retirement
age, and has+recehved-creditfor—at-teast-three-yrears-of-aHowable-serviee is vested under section

353.01, subdivision 47, isentitled, upon application, to aretirement annuity in an amount equal to the

normal annuity provided in section 353.29, subdivision 3, paragraph (a), reduced by one-quarter of
one percent for each month that the member isunder normal retirement age at the time of retirement.

EFFECTIVE DATE. This section is effective the day following final enactment.
Sec. 28. Minnesota Statutes 2008, section 353.32, subdivision 1, is amended to read:

Subdivision 1. Beforeretirement. If amember or former member who terminated public service
diesbeforeretirement or before receiving any retirement annuity and no other payment of any kindis
or may become payableto any person, arefund shaH-bepatd is payable to the designated beneficiary
or, if there be none, to the surviving spouse, or, if none, to the legal representative of the decedent's
estate. Sueh The refund shal- must be in an amount equal to accumulated deductions plus annual
compound interest thereon at the rate ef-six-percent-per-annum-compodnded-annualiy specified in

section 353.34, subdivision 2, and lessthe sum of any disability or survivor benefits, if any, that may
have been paid by the fund; provided that a survivor who has aright to benefits pursuant-te under
section 353.31 may waive such benefitsin writing, except such benefits for adependent child under

the age of 18 years may only be waived pursdantte under an order of the district court.
EFFECTIVE DATE. This section is effective the day following final enactment.

Sec. 29. Minnesota Statutes 2008, section 353.32, subdivision 1a, is amended to read:

Subd. la. Surviving spouse optional annuity. (a) If a member or former member who has

ereditfornotltessthan-three yearsof-aHowableserviee is vested under section 353.01, subdivision
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47, and who dies before the annuity or disability benefit begins to accrue under section 353.29,
subdivision 7, or 353.33, subdivision 2, notwithstanding any designation of beneficiary to the
contrary, the surviving spouse may elect to receive, instead of a refund with interest under
subdivision 1, or surviving spouse benefits otherwise payable under section 353.31, an annuity
equal to a 100 percent joint and survivor annuity computed consistent with section 353.30,
subdivision 1a, 1c, or 5, whichever is applicable.

(b) If amember first became a public employee or amember of apension fund listed in section
356.30, subdivision 3, before July 1, 1989, and has credit for at least 30 years of allowable service
on the date of death, the surviving spouse may elect to receive a 100 percent joint and survivor
annuity computed using section 353.30, subdivision 1b, except that the early retirement reduction
under that provision will be applied from age 62 back to age 55 and one-half of the early retirement
reduction from age 55 back to the age payment begins.

(c) If amember who was under age 55 and hasereditfer-ateast-three yearsof aHowable serviee
who is vested under section 353.01, subdivision 47, dies, but did not qualify for retirement on the

date of death, the surviving spouse may elect to receive a 100 percent joint and survivor annuity
computed using section 353.30, subdivision 1c or 5, as applicable, except that the early retirement
reduction specified in the applicable subdivision will be applied to age 55 and one-half of the early
retirement reduction from age 55 back to the age payment begins.

(d) Notwithstanding the definition of surviving spouse in section 353.01, subdivision 20, a
former spouse of the member, if any, is entitled to a portion of the monthly surviving spouse
optional annuity if stipulated under the terms of a marriage dissolution decree filed with the
association. If thereis no surviving spouse or child or children, aformer spouse may be entitled to
alump-sum refund payment under subdivision 1, if provided for in a marriage dissolution decree,
but not a monthly surviving spouse optional annuity, despite the terms of a marriage dissolution
decree filed with the association.

(e) The surviving spouse eligible for surviving spouse benefits under paragraph (a) may apply
for the annuity at any time after the date on which the deceased employee would have attained the
required age for retirement based on the employee's alowable service. The surviving spouseeligible
for surviving spouse benefits under paragraph (b) or (c) may apply for an annuity any time after the
member's death.

(f) Sections 353.34, subdivision 3, and 353.71, subdivision 2, apply to a deferred annuity or
surviving spouse benefit payable under this subdivision.

(g) An amount equal to any excess of the accumulated contributions that were credited to the
account of the deceased employee over and above the total of the annuities paid and payable to the
surviving spouse must be paid to the surviving spouse's estate.

(h) A member may specify inwriting, with the signed consent of the spouse, that this subdivision
does not apply and that payment may be made only to the designated beneficiary as otherwise
provided by this chapter. The waiver of a surviving spouse annuity under this section does not make
a dependent child eligible for benefits under subdivision 1c.

(i) If the deceased member or former member first became a public employee or a member of a
public pension planlistedin section 356.30, subdivision 3, on or after July 1, 1989, asurvivor annuity
computed under paragraph (a) or (c) must be computed as specified in section 353.30, subdivision
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5, except for the revised early retirement reduction specified in paragraph (c), if paragraph (c) isthe
applicable provision.

(j) For any survivor annuity determined under this subdivision, the payment is to be based on
the total allowable service that the member had accrued as of the date of death and the age of the
member and surviving spouse on that date.

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

Sec. 30. Minnesota Statutes 2009 Supplement, section 353.33, subdivision 1, isamended to read:

Subdivision 1. Age, service, and salary requirements. (a) A coordinated or basic member who
has-at-teast-three years-of-aHowable serviee is vested under section 353.01, subdivision 47, and who
becomestotally and permanently disabled before normal retirement age, upon application as defined

under section 353.031, is entitled to adisability benefit in an amount determined under subdivision
3.

(b) If the disabled person's public service has terminated at any time, at least two of therequired
three years of alowable service required to be vested under section 353.01, subdivision 47, must
have been rendered after last becoming an active member.

EFFECTIVE DATE. This section is effective the day following final enactment.
Sec. 31. Minnesota Statutes 2008, section 353.34, subdivision 1, is amended to read:

Subdivision 1. Refund or deferred annuity. () A former member isentitled to either arefund of
accumul ated empl oyee deductions under subdivision 2, or to adeferred annuity under subdivision 3.
Application for arefund may not be made before the date of termination of public service. Except as
specified in paragraph (b), arefund must be paid within 120 daysfollowing receipt of the application
unless the applicant has again become a public employee required to be covered by the association.

(b) If an individual was placed on layoff under section 353.01, subdivision 12 or 12c, arefund
is not payable before termination of service under section 353.01, subdivision 11a.

(c) An individual who terminates public service covered by the Public Employees Retirement
Association general employees retirement plan, the Public Employees Retirement Association
police and fire retirement plan, or the public employees local government eerreetiens correctional
service retirement plan, and who is employed by a different employer and who becomes an active
member covered by one of the other two plans, may receive a refund of employee contributions

plus skxpereent annual compound interest eempeunded-anndathy from the plan from which the
member terminated service at the applicable rate specified in subdivision 2.

EFFECTIVE DATE. This section is effective the day following final enactment.
Sec. 32. Minnesota Statutes 2008, section 353.34, subdivision 2, is amended to read:

Subd. 2. Refund with interest. (a) Except as provided in subdivision 1, any person who ceases
to be a public employee shal-is entitled to receive a refund in an amount equal to accumulated
deductions with annual compound interest to the flrst day of the month in WhICh the refund is

(b) For a person who ceases to be a public employee before July 1, 2011, the refund interest is
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a the rate of six percent to June 30, 2011, and at the rate of four percent after June 30, 2011. For
aperson who ceases to be a public employee after July 1, 2011, the refund interest is at the rate of
four percent.

(c) If a person repays a refund and subsequently applies for another refund, the repayment
amount, including interest, is added to the fiscal year balance in which the repayment was made.

EFFECTIVE DATE. This section is effective the day following final enactment.
Sec. 33. Minnesota Statutes 2008, section 353.34, subdivision 3, is amended to read:

Subd. 3. Deferred annuity; eigibility; computation. (a) A member with-at-east-threeyearsof
aHewable-serviee who is vested under section 353.01, subdivision 47, when termination of public

service or termination of membership occurs has the option of leaving the accumulated deductions
in the fund and being entitled to a deferred retirement annuity commencing at normal retirement
age or to adeferred early retirement annuity under section 353.30, subdivision 1a, 1b, 1c, or 5.

(b) The deferred annuity must be computed under section 353.29, subdivision 3, on the basis
of the law in effect on the date of termination of public service or termination of membership,
whichever is earlier, and must be augmented as provided in section 353.71, subdivision 2.

(c) A former member qualified to apply for adeferred retirement annuity may revoke this option
at any time before the commencement of deferred annuity payments by making application for a
refund. The person is entitled to a refund of accumulated member contributions within 30 days
following date of receipt of the application by the executive director.

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

Sec. 34. Minnesota Statutes 2009 Supplement, section 353.65, subdivision 2, isamended to read:

Subd. 2. Employee contribution. The employee contribution is 9.4 percent of the salary of the
member in calendar year 2010 and is 9.6 percent of the salary of the member in each calendar year
after 2010. This contribution must be made by deduction from salary in the manner provided in
subdivision 4. Where any portion of a member's salary is paid from other than public funds, the
member's employee contribution is based on the total salary received from all sources.

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

Sec. 35. Minnesota Statutes 2009 Supplement, section 353.65, subdivision 3, isamended to read:

Subd. 3. Employer contribution. The employer contribution is 14.1 percent of the salary of the
member in calendar year 2010 and is 14.4 percent of the salary of the member in each calendar year
after 2010. This contribution must be made from funds available to the employing subdivision by
the means and in the manner provided in section 353.28.

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

Sec. 36. Minnesota Statutes 2008, section 353.651, subdivision 1, is amended to read:

Subdivision 1. Age and allowable servicerequirements. Upon separation from public service,
any policeofficer or firefighter member who has attained the age of at |east 55 years and who+eeceived

eredit-fer-nettessthan-threeyrearsef-alowable-serviee is vested under section 353.01, subdivision
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47, is entitled upon application to a retirement annuity—Sueh-retirement-annuity-s, known as the
"normal” retirement annuity.

EFFECTIVE DATE. This section is effective the day following final enactment.
Sec. 37. Minnesota Statutes 2008, section 353.651, subdivision 4, is amended to read:

Subd. 4. Early retirement. (a) A person who becomes a police and fire plan member after June
30, 2007, or aformer member who isreinstated asamember of the plan after that date, whoisat least
50 years of age with-at-Heast-threeyearsof-aHewableserviee and who is vested under section 353.01,
subdivision 47, upon the termination of public service is entitled upon application to a retirement
annuity equal to the normal annuity calculated under subdivision 3, reduced by two-tenths of one

percent for each month that the member is under age 55 at the time of retirement.

(b) Upon the termination of public service, any police and fire plan member not specified in
paragraph (@), upon attaining at least 50 years of age with at least three years of allowable service
is entitled upon application to a retirement annuity equal to the normal annuity calculated under
subdivision 3, reduced by one-tenth of one percent for each month that the member is under age 55
a the time of retirement.

EFFECTIVE DATE. This section is effective the day following final enactment.
Sec. 38. Minnesota Statutes 2008, section 353.657, subdivision 1, is amended to read:

Subdivision 1. Generally. (a) In the event that a member of the police and fire fund dies
from any cause before retirement or before becoming disabled and receiving disability benefits,
the association shall grant survivor benefits to a surviving spouse, as defined in section 353.01,
subdivision 20, and to a dependent child or children, as defined in section 353.01, subdivision 15,
except that if the death is not a line of duty death, the member must have-acerued-atteastthree

years-of-eredited-serviee be vested under section 353.01, subdivision 47.

(b) Notwithstanding the definition of surviving spouse, a former spouse of the member, if any,
is entitled to a portion of the monthly surviving spouse benefit if stipulated under the terms of a
marriage dissolution decree filed with the association. If there is no surviving spouse or child or
children, a former spouse may be entitled to a lump-sum refund payment under section 353.32,
subdivision 1, if provided for in a marriage dissolution decree but not a monthly surviving spouse
benefit despite the terms of a marriage dissolution decree filed with the association.

(c) The spouse and child or children are entitled to monthly benefits as provided in subdivisions
2104

EFFECTIVE DATE. This section is effective the day following final enactment.
Sec. 39. Minnesota Statutes 2008, section 353.657, subdivision 2a, is amended to read:

Subd. 2a. Death while eligible survivor benefit. (a) If a member or former member who has
attained the age of at least 50 years and has-eredit-for-rottess-than-three-years-aHowable-serviee
either who is vested under section 353.01, subdivision 47, or who has credit for at least 30 years of
alowable service, regardless of age attained, dies before the annuity or disability benefit becomes
payable, notwithstanding any designation of beneficiary to the contrary, the surviving spouse may
elect to receive a death while eligible survivor benefit.
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(b) Notwithstanding the definition of surviving spouse in section 353.01, subdivision 20, a
former spouse of the member, if any, is entitled to a portion of the death while eligible survivor
benefit if stipulated under the terms of a marriage dissolution decree filed with the association. If
there is no surviving spouse or child or children, a former spouse may be entitled to a lump-sum
refund payment under section 353.32, subdivision 1, if provided for in a marriage dissolution
decree but not a death while eligible survivor benefit despite the terms of a marriage dissolution
decree filed with the association.

(c) The benefit may be elected instead of arefund with interest under section 353.32, subdivision
1, or surviving spouse benefits otherwise payable under subdivisions 1 and 2. The benefit must be an
annuity equal to the 100 percent joint and survivor annuity which the member could have qualified
for on the date of death, computed as provided in sections 353.651, subdivisions 2 and 3, and 353.30,
subdivision 3.

(d) The surviving spouse may apply for the annuity at any time after the date on which the
deceased employee would have attained the required age for retirement based on the employee's
alowable service. Sections 353.34, subdivision 3, and 353.71, subdivision 2, apply to a deferred
annuity payable under this subdivision.

(e) No payment accrues beyond the end of the month in which entitlement to such annuity has
terminated. An amount equal to the excess, if any, of the accumulated contributions which were
credited to the account of the deceased employee over and above the total of the annuities paid and
payable to the surviving spouse must be paid to the deceased member's last designated beneficiary
or, if none, to the legal representative of the estate of such deceased member.

(f) Any member may request in writing, with the signed consent of the spouse, that this
subdivision not apply and that payment be made only to the designated beneficiary, as otherwise
provided by this chapter.

(g) For a member who is employed as a full-time firefighter by the Department of Military
Affairs of the state of Minnesota, allowable service as afull-time state Military Affairs Department
firefighter credited by the Minnesota State Retirement System may be used in meeting the minimum
alowable service requirement of this subdivision.

EFFECTIVE DATE. This section is effective the day following final enactment.
Sec. 40. Minnesota Statutes 2008, section 353.71, subdivision 1, is amended to read:

Subdivision 1. Eligibility. Any person who has been a member of a defined benefit retirement
plan administered by the Public Employees Retirement Association, or a retirement plan
administered by the Minnesota State Retirement System, or the Teachers Retirement Association,
or any other public retirement system in the state of Minnesota having a like provision, except
a fund retirement plan providing benefits for police officers or firefighters governed by sections
69.77 or 69.771 to 69.776, shalbe is entitled, when qualified, to an annuity from each fund
retirement plan if the total allowable service in al furds retirement plans or in any two of these
funds retirement plans total s three-er-mereyears the number of years of allowable service required
to receive a normal retirement annuity for that retirement plan, provided that no portion of the
allowable service upon which the retirement annuity from onefune retirement plan is based isagain
used in the computation for benefits from another fund retirement plan and provided further that
the person has not taken a refund from any one of these funds retirement plans since the person's
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membership in that association or system last terminated. The annuity from each fund shal- must
be determined by the appropriate provisions of the law except that the requirement that a person
must have at |east three-years a specific minimum period of allowable service in the respective
associ ation or system shaH-does not apply for the purposes of this section previded if the combined
service in two or more of these funds retirement plans equal s three-er-mere the number of years of
allowable service required to receive a normal retirement annuity for that retirement plan.

EFFECTIVE DATE. This section is effective the day following final enactment.
Sec. 41. Minnesota Statutes 2008, section 353.71, subdivision 2, is amended to read:

Subd. 2. Deferred annuity computation; augmentation. (a) The deferred annuity accruing
under subdivision 1, or under sections 353.34, subdivision 3, and 353.68, subdivision 4, must be
computed on the basis of allowable service prior to the termination of public service and augmented
as provided in this paragraph subdivision. The required reserves applicable to a deferred annuity, or
to any deferred segment of an annuity must be determined as of thefirst day of the month following
the month in which the former member ceased to be a public employee, or July 1, 1971, whichever
is later. Fhese

(b) For a person who became a public employee before July 1, 2006, whose period of deferral
began after June 30, 1971, and who terminated public employment before January 1, 2011, the
required reserves of the deferred annuity must be augmented at the following applicable rate ef or
rates:

(1) five percent annuathy-compeunded-annualhy annual compound interest until January 1, 1981
and-a-the+ate-of;

(2) three percent thereafter annual compound interest after January 1, 1981, or until the earlier
of December 31, 2010, or after the date of the termination of public service or the termination of
membership, whichever is later, until January 1 of the year following the year in which the former

member attains age 55 anel

(3) five percent annual compound interest from that-date-to-the-effective-date-efretirement;the

ratetsfivepercent-compeunded-anndathy-H-the-employee becarme-an-employee-before duhy-1-2006-
mpeunded-annuahy-Htheemployeebecomesan January 1 of theyear following

the year in which the former member attains age 55, or until December 31, 2010, whichever is
earlier; and

(4) one percent annual compound interest from January 1, 2011.

(c) For a person who became a public employee after June 30, 2006, and who terminated
public employment before January 1, 2011, the required reserves of the deferred annuity must be
augmented at 2.5 percent annual compound interest from the date of termination of public service

or termination of membership, whichever is earlier, until December 31, 2010, and one percent
annua compound interest after December 31, 2010.

(d) For a person who terminates public employment after December 31, 2010, the required
reserves of the deferred annuity must not be augmented.

(e) If aperson has more than one period of uninterrupted service, the required reservesrel ated to
each period must be augmented as specified in this paragraph. The sum of the augmented required
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reservesisthe present value of the annuity. Uninterrupted service for the purpose of this subdivision
means periods of covered employment during which the employee has not been separated from
public service for more than two years. If a person repays a refund, the restored service must be
considered as continuous with the next period of service for which the employee has credit with
thisassociation. This section must not reduce the annuity otherwise payable under this chapter. This
paragraph applies to individuals who become deferred annuitants on or after July 1, 1971. For a
member who became a deferred annuitant before July 1, 1971, the paragraph applies from July 1,
1971, if the former active member applies for an annuity after July 1, 1973.

£b} () The retirement annuity or disability benefit of, or the survivor benefit payable on behalf
of, a former member who terminated service before July 1, 1997, or the survivor benefit payable
on behalf of abasic or police and fire member who was receiving disability benefits before July 1,
1997, which isfirst payable 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 and approved by the actuary retained under section 356.214.

EFFECTIVE DATE. This section is effective the day following final enactment.
Sec. 42. Minnesota Statutes 2008, section 353E.04, subdivision 1, is amended to read:

Subdivision 1. Eligibility requirements. After termination of public employment, an employee
covered under section 353E.02 who has attained the age of at least 55 years and has-eredit-fornet
{ess-thanthree-yrears-ef-eoverage who is vested under section 353.01, subdivision 47, in the local
government correctional service plan is entitled, upon application, to a normal retirement annuity.
Instead of anormal retirement annuity, aretiring employee may elect to receive the optional annuity
provided in section 353.30, subdivision 3.

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

Sec. 43. Minnesota Statutes 2008, section 353E.04, subdivision 4, is amended to read:

Subd. 4. Early retirement. An employee covered under section 353E.02 who has attained the
age of at least 50 years and has-eredit-fornettessthanthreeyrears-ef-coverage who is vested under

section 353.01, subdivision 47, in the local government correctional service plan is entitled, upon
application, to a reduced retirement annuity equal to the annuity calculated under subdivision 3,
reduced so that the reduced annuity isthe actuarial equivalent of the annuity that would be payable
if the employee deferred receipt of the annuity from the day the annuity beginsto accrue until age

55.

EFFECTIVE DATE. This section is effective the day following final enactment.
Sec. 44. Minnesota Statutes 2008, section 353E.07, subdivision 1, is amended to read:

Subdivision 1. Member at least age 50. If amember or former member of the local government
correctional service retirement plan who has attained the age of at least 50 years and has-eredit-for
rettess-than-threeyrears-of-alewable-serviee who is vested under section 353.01, subdivision 47,
dies before the annuity or disability benefit has become payable, notwithstanding any designation of
beneficiary to the contrary, the surviving spouse may elect to receive, in lieu of arefund with interest
provided in section 353.32, subdivision 1, a surviving spouse annuity equal to the 100 percent joint
and survivor annuity for which the member could have qualified had the member terminated service
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on the date of death.
EFFECTIVE DATE. This section is effective the day following final enactment.

Sec. 45. Minnesota Statutes 2008, section 353E.07, subdivision 2, is amended to read:

Subd. 2. Member not yet age 50. If the member was under age 50, dies, and had-eredit-fernet
{essthan-three-years-of-aHoewable-serviee was vested under section 353.01, subdivision 47, on the
date of death but did not yet qualify for retirement, the surviving spouse may elect to receive a 100
percent joint and survivor annuity based on the age of the employee and the surviving spouse at the
time of death. The annuity is payable using the early retirement reduction under section 353E.04,
subdivision 4, to age 50 and one-half the early retirement reduction from age 50 to the age payment
begins. Sections 353.34, subdivision 3, and 353.71, subdivision 2, apply to a deferred annuity or
surviving spouse benefit payable under this subdivision.

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

Sec. 46. Minnesota Statutes 2008, section 353F.03, is amended to read:
353F.03 VESTING RULE FOR CERTAIN EMPLOYEES.

Notwithstanding any provision of chapter 353 to the contrary, a terminated medical facility or
other public employing unit employeeiseligibleto receive aretirement annuity under section 353.29
of the edition of Minnesota Statutes published in the year before the year in which the privatization
occurred, without regard to the requirement fer-three-years-of-aHowable-serviee specified in section
353.01, subdivision 47.

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

Sec. 47. Minnesota Statutes 2009 Supplement, section 354.42, subdivision 2, isamended to read:

Subd. 2. Employee contribution. (a) For abasic member, the empl oyee contribution to the fund
is 9:0-pereent-the following percentage of the member's salary=:

before July 1, 2011 9.0 percent
from July 1, 2011, until June 30, 2012 9.5 percent
from July 1, 2012, until June 30, 2013 10.0 percent
from July 1, 2013, until June 30, 2014 10.5 percent
after June 30, 2014 11.0 percent

(b) For acoordinated member, the empl oyee contribution is 5:5pereent-the following percentage
of the member's salary=

before July 1, 2011 5.5 percent
from July 1, 2011, until June 30, 2012 6.0 percent
from July 1, 2012, until June 30, 2013 6.5 percent
from July 1, 2013, until June 30, 2014 7.0 percent

after June 30, 2014 7.5 percent
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(c) When an employee contribution rate changes for a fiscal year, the new contribution rate is
effective for the entire salary paid for each employer unit with the first payroll cycle reported.

(d) After June 30, 2015, if acontribution rate revision is required under subdivisions 4a, 4b, and
4c, the employee contributions under paragraphs (&) and (b) must be adjusted accordingly.

{B) (e) This contribution must be made by deduction from salary. Where any portion of a
member's salary is paid from other than public funds, the member's employee contribution must
be based on the entire salary received.

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

Sec. 48. Minnesota Statutes 2008, section 354.42, subdivision 3, is amended to read:
Subd 3. Employer (a) Theregatapempleyeeeentﬂ-buaentethemnd-by%peeraléehee@rstﬂet

ef-Hsteacherswhe-is-abasie-member—AfterJuly-1-2007-the regular employer contribution to the
fund by Special School District No. 1, Minneapolis, isan amount equal to 5-5-pereentthe applicable
following percentage of salary of each coordinated member and 9-5pereent-the applicablefollowing
percentage of sdary of each basic member=

Period Coordinated Member Basic Member
before July 1, 2011 5.5 percent 9.5 percent

from July 1, 2011, until June 30, 2012 6.0 percent 10.0 percent
from July 1, 2012, until June 30, 2013 6.5 percent 10.5 percent
from July 1, 2013, until June 30, 2014 7.0 percent 11.0 percent
after June 30, 2014 7.5 percent 11.5 percent

The additional employer contribution to the fund by Special School District No. 1, Minneapolis,
afterJuhy—1-2006- is an amount equal to 3.64 percent of the salary of each teacher who is a
coordinated member or is a basic member.

(b) The employer contribution to the fund for every other employer is an amount equal to 5:8
pereent the applicable following percentage of the salary of each coordinated member and 90
pereentthe appllcable foIIowmg percentage of the salary of each basic member befereJuby—1-

Period Coordinated Member ~ Basic Member

before July 1, 2011 5.5 percent 9.5 percent

from July 1, 2011, until June 30, 2012 6.0 percent 10.0 percent
from July 1, 2012, until June 30, 2013 6.5 percent 10.5 percent
from July 1, 2013, until June 30, 2014 7.0 percent 11.0 percent
after June 30, 2014 7.5 percent 11.5 percent
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(c) When an employer contribution rate changes for a fiscal year, the new contribution rate is
effective for the entire salary paid for each employer unit with the first payroll cycle reported.

(d) After June 30, 2015, if a contribution rate revision is made under subdivisions 4a, 4b, and
4c, the employer contributions under paragraphs (&) and (b) must be adjusted accordingly.

EFFECTIVE DATE. This section is effective the day following final enactment.
Sec. 49. Minnesota Statutes 2008, section 354.42, is amended by adding a subdivision to read:

Subd. 4a. Deter mination. (a) For purposes of this section, a contribution sufficiency exists if
the total of the employee contributions, the employer contri butlons and any additional employer
contributions, if applicable, exceeds the total of the normal cost, the administrative expenses,
and the amortization contribution of the retirement plan as reported in the most recent actuarial
valuation of the retirement plan prepared by the approved actuary retained under section 356.214
and prepared under section 356.215 and the standards for actuarial work of the Legisative
Commission on Pensions and Retirement.

(b) For purposes of this section, a contribution deficiency exists if the total of the employee
contributions, the employer contributions, and any additional employer contributions are |ess than
the total of the normal cost, the administrative expenses, and the amortization contribution of the
retirement plan as reported in the most recent actuarial valuation of the retirement plan prepared by
the approved actuary retained under section 356.214 and prepared under section 356.215 and the
standards for actuarial work of the Legislative Commission on Pensions and Retirement.

EFFECTIVE DATE. This section is effective the day following final enactment.
Sec. 50. Minnesota Statutes 2008, section 354.42, is amended by adding a subdivision to read:

Subd. 4b. Contribution rate revision. Notwithstanding the contribution rate provisions under
subdrvrsrons 2 and 3 the employee and employer contrlbutl on rates may be adj usted asfollows

(1) if, after June 30, 2015, the regular actuarial valuation of the plan under section 356.215
indicates that there is a contribution sufficiency under subdivision 4a equal to or greater than one
percent of covered payroll and the sufficiency has existed for at least two consecutive years, the
employee and employer contribution rates for the plan may each be decreased to alevel such that
the sufficiency equal s no more than one percent of covered payroll based on the most recent actuarial

valuation; or

(2) if, after June 30, 2015, the regular valuation of the plan under section 356.215 indicates that
there is a deficiency equal to or greater than 0.25 percent of covered payroll and the deficiency has
existed for at Ieast two consecutive years, the employee and empl oyer contrlbutlon rates for the
applicable plan may each be increased by:

(i) 0.25 percent if the deficiency isless than 2.00 percent of covered payroll;

(i) 0.5 percent if the deficiency is equal to or greater than 2.00 percent of covered payroll and
less than or equal to four percent; and

(iii) 0.75 percent if the deficiency is greater than four percent.

EFFECTIVE DATE. This section is effective the day following final enactment.
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Sec. 51. Minnesota Statutes 2008, section 354.42, is amended by adding a subdivision to read:

Subd. 4c. Contribution sufficiency measures. (8) A contribution sufficiency of up to one
percent of covered payroll must be held in reserve to be used to offset any future actuarialy
required contributions that are more than the total combined employee and employer contributions
being coIIected

(b) Before any reduction in contributions to eliminate a sufficiency in excess of one percent
of covered pay may be recommended, the executive director must review any need for a change
in actuarial assumptions, as recommended by the actuary retained under section 356.214 in the
most recent experience study of the retirement pIan that may result in an increasein the actuarial Iy
required contribution and must report to the Legislative Commission on Pensions and Retirement
any recommendation by the board to use the sufficiency exceeding one percent of covered payroll
to offset the impact of an actuarial assumption change recommended by the actuary retained under
section 356.214, subdivision 1 and rewewed by the actuary retalned by the commission under

section 356.214, subdivision 4.

(c) A contribution sufficiency in excess of one percent of covered pay must not be used to
mcrease benefits, and a beneflt mcrease must not be proposed that would |n|t|ate an automatic

include a recommendation, prepared by the actuary retai ned under section 356.214, subdivision 1,
and reviewed by the actuary retained by the Legislative Commission on Pensions and Retirement,
as provided under section 356.214, subdivision 4, on the manner in which the benefit modification
is to be funded.

EFFECTIVE DATE. This section is effective the day following final enactment.
Sec. 52. Minnesota Statutes 2008, section 354.42, is amended by adding a subdivision to read:

Subd. 4d. Reporting; commission review. A contribution rate increase or decrease under
subdivision 4b, as determined by the executive director of the Teachers Retirement Association,
must be reported to the chair and the executive director of the Legislative Commission on Pensions
and Retirement on or before the next February 1 and, if the Legislative Commission on Pensions
and Retirement does not recommend against the rate change or does not recommend a modifi cation
in the rate change, is effective on the next July 1 following the determination by the executive
director that a contribution deficiency or sufficiency exists based on the most recent actuarial
valuation under section 356.215.

EFFECTIVE DATE. This section is effective the day following final enactment.
Sec. 53. Minnesota Statutes 2009 Supplement, section 354.47, subdivision 1, isamended to read:

Subdivision 1. Death beforeretirement. (a) If amember dies before retirement and is covered
under section 354.44, subdivision 2, and neither an optional annuity, nor areversionary annuity, nor
abenefit under section 354.46, subdivision 1, is payable to the survivorsif the member was a basic
member, then the surviving spouse, or if there is no surviving spouse, the designated beneficiary
is entitled to an amount equal to the member's accumulated deductions with interest credited to
the account of the member to the date of death of the member. If the designated beneficiary is a
minor, interest must be credited to the date the beneficiary reaches legal age, or the date of receipt,
whichever is earlier.
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(b) If amember dies before retirement and is covered under section 354.44, subdivision 6, and
neither an optional annuity, nor reversionary annuity, nor the benefit described in section 354.46,
subdivision 1, is payable to the survivors if the member was a basic member, then the surviving
spousg, or if thereis no survivi ng spouse, then' then the deS| gnated benefl C|ary is entitled to an-amednt

%Muw%dwd%eﬁdem%&membe%emembe#&mmuﬁed
deduetions—plus-six—pereent—interest-ecompeunded—annualhy- a refund equal to the accumulated
deductions credited to the member's account plus interest compounded annually until the member's
date of death using the following interest rates:

(1) before July 1, 1957, no interest accrues;
(2) July 1, 1957, to June 30, 2011, six percent; and
(3) after June 30, 2011, four percent.

(c) If the designated beneficiary under paragraph (b) isaminor, any interest credited under that
paragraph must be credited to the date the beneficiary reaches legal age, or the date of receipt,
whichever is earlier.

(d) Theamount of any refund payable under this subdivision must be reduced by any permanent
disability payment under section 354.48 received by the member.

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

Sec. 54. Minnesota Statutes 2009 Supplement, section 354.49, subdivision 2, isamended to read:

Subd. 2. Calculation. (a) Except as provided in section 354.44, subdivision 1, any person who
ceases to be a member by reason of termination of teaching service, is entitled to receive a refund
in an amount equal to the accumulated deductlons credlted to the account e&ef%une%@—]:%?—and

afterJuby-1-1957-the-aceurmula A
€ompeunded-anntathsplus mterest compounded annuaIIy usi ng the foIIOW| ng mterest rates:

(1) before July 1, 1957, no interest accrues,

(2) July 1, 1957, to June 30, 2011, six percent; and

(3) after June 30, 2011, four percent.

For the purpose of this subdivision, interest must be computed on fiscal year end balancesto the
first day of the month in which the refund is issued.

(b) If the person has received permanent disability payments under section 354.48, the refund
amount must be reduced by the amount of those payments.

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

Sec. 55. Minnesota Statutes 2009 Supplement, section 354.55, subdivision 11, is amended to
read:

Subd. 11. Deferred annuity; augmentation. (a) Any person covered under section 354.44,
subdivision 6, who ceasesto render teaching service, may leave the person'saccumulated deductions
in the fund for the purpose of receiving a deferred annuity at retirement.
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(b) The amount of the deferred retirement annuity is determined by section 354.44, subdivision
6, and augmented as provided in this subdivision. The required reserves for the annuity which
had accrued when the member ceased to render teaching service must be augmented, as further
specified in this subdivision, by the applicableinterest rate compounded annually from thefirst day
of the month following the month during which the member ceased to render teaching service to
the effective date of retirement.

(c) No augmentation isnot creditableif the deferral period islessthan three monthsor if deferral
commenced before July 1, 1971.

(d) For persons who became covered employees before July 1, 2006, with a deferral period
commencing after June 30, 1971, the annuity must be augmented usihg as follows:

(1) five percent interest compounded annually until January 1, 1981-anrd;

(2) three percent interest compounded annually thereafter-from January 1, 1981, until January 1
of the year following the year in which the deferred annuitant attains age 55

Fremthat-date (3) five percent interest compounded annually from the date established in clause
(2) to the effective date of retirement—therate+sfivepercent-ecompeunded-annuaty-or until June

30, 2011, whichever is earlier; and

(4) two percent interest compounded annually after June 30, 2011.

(e) For persons who become covered employees after June 30, 2006, the interest rate used to
augment the deferred annuity is 2.5 percent interest compounded annually until June 30, 2011, or
until the effective date of retirement, whichever is earlier, and two percent interest compounded
annualy after June 30, 2011.

() If a person has more than one period of uninterrupted service, a separate average saary
determined under section 354.44, subdivision 6, must be used for each period and the required
reserves related to each period must be augmented as specified in this subdivision. The sum of the
augmented required reservesisthe present value of the annuity. For the purposes of thissubdivision,
"period of uninterrupted service" means a period of covered teaching service during which the
member has not been separated from active service for more than one fiscal year.

(9) If a person repays a refund, the service restored by the repayment must be considered as
continuous with the next period of service for which the person has allowable service credit in the
Teachers Retirement Association.

(h) If a person does not render teaching service in any one fiscal year or more consecutive
fiscal years and then resumes teaching service, the formula percentages used from the date of the
resumption of teaching service must be those applicable to new members.

(i) The mortality table and interest rate actuarial assumption used to compute the annuity must
be the applicable mortality table established by the board under section 354.07, subdivision 1, and
the interest rate actuarial assumption under section 356.215 in effect when the member retires.

(i) In no case may the annuity payable under this subdivision be less than the amount of annuity
payable under section 354.44, subdivision 6.

(k) The requirements and provisions for retirement before normal retirement age contained
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in section 354.44, subdivision 6, also apply to an employee fulfilling the requirements with a
combination of service as provided in section 354.60.

() The augmentation provided by this subdivision applies to the benefit provided in section
354.46, subdivision 2.

(m) The augmentation provided by this subdivision does not apply to any period in which a
person is on an approved leave of absence from an employer unit covered by the provisions of this
chapter.

(n) The retirement annuity or disability benefit of, or the survivor benefit payable on behalf
of, a former teacher 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 acal cul ation procedure and tabl es adopted by the board asrecommended
by an approved actuary and approved by the actuary retained under section 356.214.

EFFECTIVE DATE. This section is effective the day following final enactment.
Sec. 56. Minnesota Statutes 2008, section 354A.12, subdivision 1, is amended to read:

Subdivision 1. Employee contributions. (a) The contribution required to be paid by each
member of a teachers retirement fund association shal-ret-belessthan is the percentage of total
salary specified below for the applicable association and program:

Association and Program Percentage of Total Salary
Duluth Teachers Retirement Fund Association
old law and new law

coordinated programs 5.5pereent
before July 1, 2011 5.5 percent
effective July 1, 2011 6.0 percent
effective July 1, 2012 6.5 percent
St. Paul Teachers Retirement Fund Association

basic program before July 1, 2010 8 percent

basic program after June 30, 2010 8.5 percent
basic program after June 30, 2011 9.0 percent
coordinated program before July 1, 2010 5.5 percent
coordinated program after June 30, 2010 6.0 percent
coordinated program after June 30, 2011 6.5 percent

(b) Contributions shall be made by deduction from salary and must be remitted directly to the
respective teachers retirement fund association at least once each month.

(c) When an employee contribution rate changes for a fiscal year, the new contribution rate is
effective for the entire salary paid by the employer with the first payroll cycle reported.
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EFFECTIVE DATE. This section is effective July 1, 2010.

Sec. 57. Minnesota Statutes 2009 Supplement, section 354A.12, subdivision 2a, is amended to
read:

Subd. 2a. Employer regular and additional contributions. (a) The employing units shall make
the following employer contributions to teachers retirement fund associations:

(1) for any coordinated member of one of the following teachers retirement fund associations
in acity of the first class, the employing unit shall make a regular employer contribution to the
respective retirement fund association in an amount equal to the designated percentage of the salary
of the coordinated member as provided below:

Duluth Teachers Retirement Fund Association 4.50-pereent
before July 1, 2011 5.79 percent
effective July 1, 2011 6.29 percent
effective July 1, 2012 6.79 percent
St. Paul Teachers Retirement Fund Association

before July 1, 2010 4.50 percent
after June 30, 2010 5.0 percent
after June 30, 2011 5.5 percent
after June 30, 2013 6.5 percent

(2) for any basic member of the St. Paul Teachers Retirement Fund Association, the employing
unit shall make aregular employer contribution to the respective retirement fund in an amount egual-

t0-8-:00-percent-of-the-salany-of-the-basie-member-according to the schedule below:

before July 1, 2010 8.0 percent of the salary of the basic member
before July 1, 2011 8.5 percent of the salary of the basic member
before July 1, 2012 9.0 percent of the salary of the basic member
before July 1, 2013 9.5 percent of the salary of the basic member
before July 1, 2014 10.0 percent of the salary of the basic member

(3) for a basic member of the St. Paul Teachers Retirement Fund Association, the employing
unit shall make an additional employer contribution to the respective fund in an amount equal to
3.64 percent of the salary of the basic member;

(4) for acoordinated member of ateachers+etirerment-fund-asseeiationH-a-cHy-of-thefirst-elass

the St. Paul Teachers Retirement Fund Association, the employing unit shall make an additional
employer contribution to the respective fund in an amount equal to the applicable percentage of the
coordinated member's salary, as provided below:

BututhFeachersRetirerment
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St. Paul Teachers Retirement
Fund Association 3.84 percent

(b) Theregular and additional employer contributions must be remitted directly to the respective
teachers retirement fund association at |east once each month. Delinquent amounts are payable with
interest under the procedure in subdivision la.

(c) Payments of regular and additional employer contributions for school district or technical
college employees who are paid from normal operating funds must be made from the appropriate
fund of the district or technical college.

(d) When an employer contribution rate changes for afiscal year, the new contribution rate is
effective for the entire salary paid by the employer with the first payroll cycle reported.

EFFECTIVE DATE. This section is effective July 1, 2010.
Sec. 58. Minnesota Statutes 2008, section 354A.12, subdivision 3c, is amended to read:

Subd. 3c. Termination of supplemental contributionsand direct matching and stateaid. (a)
The supplemental contributions payabl e to the Minneapolis Teachers Retirement Fund A ssociation
by Special School District No. 1 and the city of Minneapolis under section 423A.02, subdivision
3, must be paid to the Teachers Retirement Association and must continue until the current assets
of the fund equal or exceed the actuarial accrued liability of the fund as determined in the most
recent actuarial report for the fund by the actuary retained under section 356.214, or 2037, whichever
occurs earlier. The supplemental contributions payable to the St. Paul Teachers Retirement Fund
Association by Independent School District No. 625 under section 423A.02, subdivision 3, or the
direct stateaid under subd|V|S|on 3atothe St. Paul Teachers Retl rement Fund Associati ontem-nate

Hheler—seetlen%é—zl#must contl nue untll the current assets of thefund equal or exceed the actuarl al
accrued liability of the fund as determined in the most recent actuarial report for the fund by the
actuary retained under section 356.214 or until 2037, whichever occurs earlier.

EFFECTIVE DATE. This section is effective July 1, 2010.
Sec. 59. Minnesota Statutes 2008, section 354A.27, subdivision 5, is amended to read:

Subd. 5. Galeulation Eligibility for and payment of postretirement adjustments. (a)
Annually, after June 30, the board of trustees of the Duluth Teachers Retirement Fund Association
determines the amount of any postretirement adjustment using the procedures in this subdivision
and subdivision 6 or 7, whichever is applicable.

(b) Each person who has been receiving an annuity or benefit under the articles of incorporation,
bylaws, or under this section for at least 12 months as of the date of the postretirement adjustment
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shall be eligible for a postretirement adjustment. The postretirement adjustment shall be payable
each January 1. The postretirement adjustment shall be egual—te—twe—pereert—of a permanent
percentage increase as specified under subdivision 6 or 7, whichever is applicable, applied to
the annuity or benefit to which the person is entitled one month prior to the payment of the
postretirement adjustment.

EFFECTIVE DATE. This section is effective July 1, 2010.

Sec. 60. Minnesota Statutes 2008, section 354A.27, subdivision 6, is amended to read:

Subd 6. AdeI+HeHaI—meFease Calculatlon of postretlrement adjustments transmonal

(a) For purposes of computing postretirement adjustments after the effective date of this section
for eligible benefit recipients of the Duluth Teachers Retirement Fund Association, the funding ratio
of the plan, as determined by dividing the market value of assets by the actuarial accrued liability
as reported in the most recent actuarial valuation prepared under sections 356.214 and 356.215,
determines the postretirement increase as follows:

Funding Ratio Postretirement Increase
less than 80 percent 0 percent
at least 80 percent but less than 90 percent 1 percent
at least 90 percent 2 percent

(b) If the funding ratio of the plan based on actuarial value, rather than market value, is at least
90 percent as reported in the most recent actuarial valuation prepared under sections 356.214 and

356.215, this subdivision expires and subsequent postretirement increases must be paid as specified
under subdivision 7.

EFFECTIVE DATE. This section is effective July 1, 2010.
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Sec. 61. Minnesota Statutes 2008, section 354A.27, isamended by adding a subdivision to read:

Subd. 7. Calculation of postretirement adjustments. (a) This subdivision applies if
subdivision 6 has expired.

(b) A percentage adjustment must be computed and paid under this subdivision to eligible
persons under subdivision 5. This adjustment is determined by reference to the Consumer Price
Index for urban wage earners and clerical workers al items |ndex as reported by the Bureau of
L abor Statistics within the United States Department of Labor each year as part of the determination
of annual cost-of-living adjustments to recipients of federal old-age, survivors, and dlsabrllty
insurance. For calculations of cost-of-livi ng adj! ustments under paragraph (c) the term ‘average
third quarter Consumer Price Index value” means the sum of the monthly index values asinitially
reported by the Bureau of Labor Statistics for the months of July, August, and September, divided
by 3.

(c) Before January 1 of each year, the executive director must calculate the amount of the
cost-of- |IVI ng adjustment by dividi ng the most recent averagethl rd quarter index value by the same
average third quarter index value from the previous year, subtract one from the resulting quotient,
and express the result as a percentage amount, which must be rounded to the nearest one-tenth of
one percent.

(d) The amount cal culated under paragraph (c) isthe full cost-of-living adjustment to be applied
as a permanent increase to the regular payment of each eligible member on January 1 of the next
calendar year. For any eligible member whose effective date of benefit commencement occurred
during the calendar year before the cost-of-living adjustment is applied, the full increase amount
must be prorated on the bass of whole calendar quarters in benefit payment status in the calendar
year prior to the January 1 on which the cost-of-living adjustment is applied, calculated to the third
decimal place.

(e) The adjustment must not be less than zero nor greater than five percent.

(f) If the funding ratio of the plan as determined in the most recent actuarial valuation using
the actuarial value of assets is less than 80 percent there will be no postretirement adjustment the
following January 1.

EFFECTIVE DATE. This section is effective July 1, 2010.
Sec. 62. Minnesota Statutes 2008, section 354A.31, subdivision 1, is amended to read:

Subdivision 1. Age and servicerequirements. Any coordinated member or former coordinated
member of the St. Paul Teachers Retirement Fund Association who has ceased to render teaching
service for the school district in which the teachers retirement fund association exists and who has
either attained the age of at least 55 years with not less than three years of alowable service credit
or received credit for not less than 30 years of alowable service regardiess of age, shall be entitled
upon written application to a retirement annuity. Any coordinated member or former coordinated
member of the Duluth Teachers Retirement Fund Association who has ceased to render teaching
service for the school district in which the teacher retirement fund association exists and who has
either attained the age of at |east 55 yearswith not less than three years of allowable service credit if
the member became an employee before July 1, 2010, or not lessthan five years of allowable service
credit |f the member became an employee after June 30, 2010 or recerved service credlt for not Ie$
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than 30 years of alowable service regardless of age, shall be entitled upon written application to a
retirement annuity.

EFFECTIVE DATE. This section is effective July 1, 2010.
Sec. 63. Minnesota Statutes 2008, section 354A.35, subdivision 1, is amended to read:

Subdivision 1. Death before retirement; refund. If a coordinated member or former
coordinated member dies prior to retirement or prior to the receipt of any retirement annuity or
other benefit payment which is or may be payable and a surviving spouse optional annuity is not
payable pursuant to subdivision 2, arefund shall be paid to the person's surviving spouse, or if there
is none, to the person's designated beneficiary, or if there is none, to the legal representative of the
person's estate. For a coordinated member or former coordinated member of the St. Paul Teachers
Retirement Fund Association, the refund shall be in an amount equal to the person's accumul ated
employee contributions plus interest at the rate of six percent per annum compounded annualy.
For a coordinated member or former coordinated member of the Duluth Teachers Retirement
Fund Association, the refund shall be in an amount equal to the person's accumulated employee
contributions plus interest at the rate of six percent per annum compounded annually to July 1,
2010, and four percent per annum compounded annually thereafter.

EFFECTIVE DATE. This section is effective July 1, 2010.

Sec. 64. Minnesota Statutes 2008, section 354A.37, subdivision 2, is amended to read:

Subd. 2. Eligibility for deferred retirement annuity. (a) Any coordinated member who ceases
to render teaching servicesfor the school district in which theteachersretirement fund associationis
located, with sufficient allowabl e service credit to meet the minimum service requirements specified
in section 354A.31, subdivision 1, shall be entitled to a deferred retirement annuity in lieu of a
refund pursuant to subdivision 1. The deferred retirement annuity shall be compu