


































the individual responsible for paying the full actuarial value of the pension plan coverage change. 
Laws 2006, Ch. 271, Art. 14, Sec. 8. Source: SF. 2248 (Skoglund); HF. 2462 (Wagenius) 

G. Arts Board, Historical Society Individual Retirement Account Plan (lRAP) 

1. Contribution Rates Revised to Match MnSCU Higher Education IRAP Rates. The employee and 
employer contribution rates for Arts Board and Humanities Commission employees who are IRAP 
members are revised to equal the rates applicable for the higher education IRAP plan. Laws 2006, 
Ch. 271, Art. 3, Sec. 39. Source: SF. 2359 (Pogemiller); HF. 2711 (Smith) 

H. Local Police and Paid Fire Relief Associations 

Minneapolis Police Relief Association (MPRA) 

1. Increase in Board Member Salary. SUbject to separate local approval, the salary of the board 
president is increased from three units to seven units, and the salary of other elected board 
members is increased from three units to five. Laws 2006, Ch. 271, Art. 9, Sec. 1 and 4. Source: 
HF. 2577 (Mullery) 

2. Benefit Increase, Members with Less than 20 Years of Service. Subject to separate local approval, 
members with less than 20 years of service will have their pension increased by one unit, consistent 
with a 2005 benefit increase to members with 20 or more years of service credit. Laws 2006, 
Ch. 271, Art. 9, Sec. 2 and 4. Source: HF. 2577 (Muller)) 

3. Prohibition on Re-Computation of Duty-Related Disability Benefit. Subject to separate local 
approval, a new provision prohibits the re-computation of duty-related disability benefits as 
service pensions at nonnal retirement age. Duty-related disability benefits that were recomputed 
as service pensions in the past may be revoked at the individual's request. Laws 2006, Ch. 2 71, 
Art. 9, Sec. 3 and 4. Source: House State Government Finance Committee Amencbnent 

I. Volunteer Fire Relief Associations 

1. State Auditor Legislative RepOli Requirements Modified. A State Auditor report on volunteer fire 
relief association financial condition will be produced annually rather than biennially, and the State 
Auditor is given considerably more discretion to organize the repOli's information. Laws 2006, 
Ch. 271, Art. 13, Sec. 1. Source: Commission Amendment LCPR06-015 

2. Definition of Volunteer Firefighter Added. "Volunteer firefighter" is defined as fire depmiment 
members who are eligible for relief association membership, who are engaged in emergency response 
services or fire prevention activities, who are trained in fire suppression or fire prevention, and who 
meet any other conditions set by the fire department or volunteer firefighter relief association bylaws. 
Individuals who were relief association members on July 1, 2006, are grand fathered in. Effective 
January 1,2008. Laws 2006, Ch. 271, Art. 13, Sec. 2. Source: Commission Amendment 
LCPR06-015 

3. Transfer to IRA Account Expansion. The existing authority for service pensioners to approve an 
institution-to-institution transfer of a lump sum pension to an individual retirement accoullt is 
expanded to include transfers oflul11p sum survivor benefits by survivors. Lavvs 2006, Ch. 271, 
Art. 13, Sec. 3. Source: Commission Amendment LCPR06-015 

4. Revision ill Authorized Special Fund Disbursements Provision. Expands the current authorized 
disbursements from the special fund to pel111it death benefits to a deceased firefighter's estate if 
there are no survivors or designated beneficiaries. Laws 2006, Cll. 271, Art. 13, Sec. 4. Source: 
Commission Amendment LCPR06-015 

5. Supplemental Benefit Increase, Certain Survivor Benefits. The state-umded supplemental lump sum 
benefit payable to survivors of deceased active or defened members is doubled to a maximum of 
$2,000. The provision is retroactive to August 1,2005. Laws 2006, Cll. 271, Art. 13, Sec. 5. 
Source: SF. 2831 (Tomassoni); HF. 2784 (Rukavina) 

6. Special Law Provision: Additional Death Benefit Authorized Reh'oactively, Celiain Deceased 
Randall Firefighter. The Randall Fire Relief Association is authorized to provided an additional 
$1,500 in death benefits to the surviving spouse of a Randall firefighter lulled in a constmction 
accident on October 28,2005, to provide the total death benefit that would have been made if the city 

Page 18 2006 Sess.ion Summary 



and relief association had authorized a bylaw change permitted by general law in a more timely 
manner. Requires local approval. Laws 2006, Ch. 27], Art. ]3, Sec. 6. Source: SF. 2360 
(Koering); HF. 2747 (Blaine) 

II. GENERAL PENSION PROVISIONS 

This portion of the memo summarizes provisions applying to all pension plans or to miscellaneous plan 
groupmgs. 

1. Five Percent Annual Cap on Post-Retirement Increases: MSRS, PERA, and TRA plans. Effective 
July 1, 2010, total post-retirement increases applicable to all plans invested through the SBI Post 
Retirement Fund can not exceed five percent annually. (A comparable cap on post-retirement 
adjustments under the SPTRFA was discussed in the first class city teacher fund section.) Laws 2006, 
Ch. 277, Art. ], Sec. ] and 3. Source: SF. 70 (Betzold); HF. 40 (Smith) 

2. All Plans with Defened Annuity Augmentation Provisions: Reduced Augmentation for Post-June 30, 
2006, Hires. The defened annuity augmentation rate for post June 30, 2006, hires is 2.5 percent 
compounded annually, rather than three percent annually to age 55 and five percent per year thereafter. 
This change applies to the MSRS-General, MSRS-ColTectional, the State Patrol Retiryment Plan, 
PERA-General, PERA-P&F, PERA-Conectional, TRA, and the first class city teacher plans. Laws 
2006, Ch. 277, Art. 2. Source: Commission Amendment derivedfrom SF. 620 (Betzold-by request); 
HF. ] 758 (Smith) 

3. Mandated Commission Study: Larger Minnesota Public Pension Funds Post-Retirement Procedures; 
and Comparison ofTeach~r Plans across States. The Legislative Commission on Pensions and 
Retirement must study post-retirement adjustment procedures used by the SBI Post Fund (which 
generate increases for MSRS, PERA, and TRA retirees) and post-retirement adjustment procedures 
used by first class city teacher plans and the Minneapolis police and fire plans. The study must 
consider the ability of these systems to offset inflation, and the cost and aid implications of these 
procedures. The study must also compare Minnesota teacher plans with teacher pension plans in other 
states, including comparisons of nOl1nal retirement age, penalties for early retirement, benefit taxation, 
fOl1nula multipliers, final average salary periods, and coordination with Social Security. The report is 
due by December 1, 2006, and shall include draft proposed legislation needed to implement any 
recommendations included in the report. The repOli must be filed with the chairs of the Senate State 
Government Operations Committee, the Senate Finance Committee, the House Government 
Operations and Veterans Affairs Committee, the House State GoVel1Ullent Finance Committee, and 
the House Ways and Means Committee. Laws 2006, Ch. 277, Art. 7. Source: House Rules 
Committee Amendment 

4. Mandated Commission Study: Structure of the Minnesota Combined Investment Fund and Post Fund, 
Including Trailsfer Requirements: The Legislative Commission O'n Pel1siohs mid Retirement must 
study the structure of the Minnesota Combined Investment Fund and the Milmesota Post Retirement 
Investment Fund, including transfer requirements to the Post Fund. The report is due by December 1, 
2006, and shall include draft proposed legislation needed to implement any recommendations included 
in the report. The report must be filed with the chairs of the Senate State Govemment Operations 
Committee, the Senate Finance Committee, the House Govel11ment Operations and Veterans Affairs 
Committee, the House State Govemment Finance Committee, and the House Ways and Means 
Committee. Laws 2006, Ch. 277, Art. 8. Source: House Rules Committee Amendment 

5. Exception to Prohibition on Employer Contributions to Supplemental Plans: City Managers. City 
managers with primary coverage by the PERA Defined Contribution Plan or any other defined 
contribution plan will be pennitted to have a local govenmlent employer match, not to exceed $2,000, to 
a local thrift plan. Laws 2006, Ch. 27], Art. 3, Sec. 40. Source: Commission Amendment LCPR06-
BA03] 

6. Exception to Prohibition on Employer Contributions to Supplemental Plans, Certain Labor U)lion Plans 
and Increase in Pemlitted Maximum. Employer conhibutions to a laborer's local pension fund and to the 
International Association of Machinists national pension fLUld are authorized; and the maximum 
employer contribution for union supplemental plans is increased from $2,000 to $5,000 annually. Laws 
2006, Ch. 271, Art. 7, Sec. ]. Source: s.F. 2394 (Pogemiller) and Commission Amencilnent 

7. Revised Wrongful Discharge Procedures. This provision applies to all plans which provide service 
annuities based on high-five average salary (the defined benefit plans ofMSRS, PERA, TRA, first 
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class city teachers, and MERF). If a terminated employee starts drawing an annuity from the plan, and 
it is later determined that the individual was wrongfully tenninated, the individual can return the 
annuity payments within 60 days of the wTongful discharge determination and return to status as an 
active plan member. If the annuity is not repaid, the individual is not entitled to active member status, 
is not authorized to receive service credit for the wrongful discharge period, and will be treated as a 
reemployed annuitant for purposes of the reemployment. If an individual is wrongfully discharged 
and before reinstatement the individual takes a refund and does not repay that refund, then if there is a 
subsequent disability detennination the disability benefit must be computed based on service provided 
after the refund is taken, and the individual is not eligible for any minimum disability benefit 
detennination otherwise stated in the plan law. La'vvs 2006, Ch. 271, Art. 3, Sec. 41 . Source: 
Commission Amendment LCPR06-BA009 

8. Early Retirement h1centive. An early retirement incentive is provided to certain employees covered by 
the executive or legislative branch, any school district, MuSCU, Board of Public Defense, or Minnesota 
Historical Society, if their employer is facing budget shOlifalls. The employee must have at least 15 
years of service in defined benefit plans or the Unclassified Program, or have at least 5 years ofMnSCU­
IRAP coverage, and be inm1ediately eligible for an annuity. The incentive is an employer paid amount, 
not to exceed $17,000. This incentive can be deposited in a health care account ifthe individual 
terminates from service on or before July 15, 2006. Ifthe individual tenninates service after July 15, 
2006, and before September 1,2006, the incentive payment can be used to purchase service credit toward 
the "Rule of90," or used to create an annuity amount under MSRS-Unclassified. The money can be 
used to purchase service credit toward a "Rule of90" benefit only ifthe employee also contributes 
toward that purchase from a defelTed compensation account. Service credit purchases are at full actuarial 
value. The employer must be experiencing layoffs due to budget shOlifalls or reorganization. The 
applicable employer must designate job classifications or positions eligible for this treatment and must 
document that the incentive payment is less than the cost of a layoff. The provision is inoperative after 
September 1, 2006. Laws 2006, Ch. 271, Art. 3, Sec. 43. Source: House Governmental Operations 
Committee Amendment and Senate Floor Amendment 

9. Repealer: Obsolete Age 70 Retirement MandatOlY Retirement Age Cap. A provision which required 
celiain higher education teachers to retire at age 70 is repealed. Laws 2006, Ch. 27 J, Art. 3, Sec. 46. 
Source: SF. 2359 (Pogemiller); HF. 271 J (Smith) 

10. Revised hlVestment Authority: Local Paid Fire and Police Plans. The investment authority of local 
police and paid fire plans is revised to pennit junk bond investing not to exceed 5 percent of total 
assets or 15 percent of debt-related assets, whichever is less, and by placing other restrictions on those 
investments, and by explicitly authorizing up to 75 percent of the total pOlifolio to be invested in 
mutual funds with investments which confonn with the authorized investment provisions. LalVS 2006, 
Ch. 271, Art. 8, Sec. 1. Source: House Governmental Operations Comrnittee Amendnlent 

11. Revised Investment Authority: First Class City Teacher Plans. An authorized investment provision 
specific to the first class city teacher plans is revised to permit investments through the SBI­
admjnistered Milmesota Supplemental Investment Fund, and authorizing junk bond investing not to 
exceed 5 percent of total assets or 15 percent of debt-related assets, and placing other restrictions on 
those investments. Laws 2006, Ch. 27 J, Art. 8, Sec. 2. Source: Commission Amendment to SF. 2239 
(Pogemiller); HF. 2362 (Smith) and House Governmental Opeiations C0l111nittee Amendment 

12. Potential Revised Investment Reporting, Celiain Large Pension Funds Audited by the State Auditor. 
If a pension fund's asset value is at least $25 million, if the flU1d is audited ammally by the State 
Auditor, and if for four consecutive years the total pOlifolio retUl11S reported by the fund match the 
returns computed for the fund by the State Auditor, then the fund would not need to report the periodic 
values of each asset class or manager. The State Auditor retains the right to request more extensive 
information periodically. The State Auditor will continue repOliing the investment perf0l111ance of the 
various pension funds, with revisions as necessary given the revised data reporting. Laws 2006, 
Ch. 271, Art. 8, Sec. 4-5. Source: SF. 2428 (Pappas); HF. 2736 (Thissen) 

13. Revised Investment Authority: All Expanded List Plans. This provision applies to all expanded list 
plans. An expanded list plan is any plan other than SBI which has $1 million or more in assets. Some 
plans with assets under $1 million are also expanded listplans if they invest a considerable majority of 
their assets through a registered investment advisor, or tlu'ough SBI, or through some combination of 
the two. The expanded list investment authority provision is revised by explicitly authorizing 
investments in foreign developed markets (countries included in the Europe, Australia, .and Far East 
h1dex), commingled or mutual fund investments, and real estate investment trusts (REITs), and by 
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resetting limits for remaining miscellaneous investment securities. Laws 2006, Ch. 271, Art. 8, Sec. 6. 
Source: s.F. 2239 (Pogemiller); HF. 2362 (Smith) 

14. Revised Limited List Provision. Section 356A.06, Subdivision 6, the limited list authorized 
investment provision, is revised in an effoli to be consistent with revised investment advisor 
registration law. The provision has application to limited list plans as described under Minnesota 
Statutes, Section 356A.06. These are small volunteer fire plans, and possibly some other plans, which 
have less than $1 million in assets and do not use the services of a registered investment advisor or 
SB1 to invest a significant pOliion of plan assets. The provision appeared in Laws 2006, Chapter 196, 
a bill enacting and modifying the 2002 Unifonned Securities Act of the National Conference of 
Commissioners on Unifol1ned State Laws. The applicable change is found in Art. 2 of the chapter, an 
Article labeled as conforming changes, consistent with substantive changes found in Article 1 of Laws 
2006, Chapter 196. However, the drafting was flawed - one of the revised cross-references is wrong; 
it refers to a Section SOA.59, which is a non-existent provision. Laws 2006, Ch. 196, Art. 2, Sec. 12. 
Source: HF. 2514 (Atkins) 

III. MISCELLANEOUS PROVISIONS 

This section covers miscellaneous legislation, including the various revisions in aid programs due to the 
merger ofMTRFA into TRA, and revised procedures for financing State Board ofInvestment expenses. 

1. Additional State Aid to School Districts. Beginning in fiscal year 200S, state aid to school districts is 
increased by one-half of one percent of the salaries paid to each district's TRA members. The aid 
increase includes the Minneapolis school district. Laws 2006, Ch. 277, Art. 3, Sec. 1. Source: House 
Education Finance Committee Amendment 

2. Redirection of Direct Aids from MTRFA to TRA. Any direct state aid (including $12.954 million 
under Section 354A.12, Subdivision 3a) which previously went to the MTRF A is redirected to TRA; 
give the merger ofMTRFA into TRA. The special direct state matching aid under Section 354A.12 is 
made mandatory rather than pel1nissive, with Special School district No.1 and the City of 
Minneapolis each contributing $1.125 million alUlUally, and the state contributing $2.5 million. 
Minneapolis and the school district must each make an annual $1 million contribution to TRA ul1der 
Section 423A.02, Subdivision 3, until 2037. Laws 2006, Ch. 277, Art. 3, Sec. 3, 21-23. Source: 
HF. 2847 (Ozment) 

3. Redirection ofMERF Aid to TRA. Any excess between the actual state aid to MERF as required by 
the MERF funding procedures in law and $S.056 million alUlUally is appropriated to TRA to offset all 
or a portion of the current unfunded actuarial accrued liability of the MTRFA. Laws 2006, Ch. 277, 
Art. 3, Sec. 10. Source: HF. 2847 (Ozment) 

4. Confol1ning Amendment: Additional AmOliization State Aid Provision. Any redirection of additional 
amOliization state aid that would have gone to the MTRFA is redirected to TRA. Laws 2006, Ch. 277, 
Art. 3, Sec. 42. Source: HF. 2847 (Ozment) 

5. Revised Appropriation Procedures: Financing SB1 Expenses. The SB1 fiscal year 2007 appropriation 
is revised from $2.167 million to $151,000, with this revised appropriation representing the expected 
cost of SB1 investment services to the state's General Fund. The Depmiment of Finance willcreate an 
SB1 operating account, to receive all amounts appropriated to SBland amounts charged by SB1 to 
pension plan administrations to invest and administer the assets of the applicable plan. For MSRS, 
PERA, and TRA, the annual SBI estimated expenses to administer the assets ofthese plans will be 
assessed against those plan administrations and must be deposited in the SBI operating account at the 
beginning of each fiscal year. A reconciliation of actual expenses compared to estimated expel1ses 
must occur at the end of each fiscal year, with any surplus or deficit being credited or debited to each 
of the respective funds. For various other funds administered by SB1, the cost of administration must 
be billed on a qumierly basis. Lmvs 2006, Cll. 277, Art. 4. Source: House Rules Conunittee 
Amendment 

6. Revised State Govenmlent Employee Compensation Reporting Requirement. A Deparhnent of 
Employee Relations (DOER) provision in current law that requires an annual report to the Legislature 
and the Govemor on executive branch employee salary and benefits (which includes an existing law 
requirement that the repOli be available to the public in an electronic. format), is revised to include a 
requirement that the report provide detail on the number of employees by agency or department 
separated by retirement plan membership, and for each plan, the total compensation of the covered 
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employee group, the total employee retirement plan contribution, and the total employer retirement 
plan contributions. Laws 2006, Ch. 277, Art. 5. Source: House Rules Committee Anlendment 

7. State Auditor Investment Perfol111ance Reporting Changes. Minnesota Statutes, Section 356.219, the 
section which requires nearly all Minnesota public pensions plans to report I11Vestment performance 
information to the State Auditor, is revised by adding a requirement stating that if the data are public, 
the State auditor must make the data available to individuals or organizations upon request. The State 
Auditor is authorized to charge fees sufficient to cover the cost of providing the requested information 
in usable formats. Also, in the report which the State Auditor produces from the data submitted by the 
pension plan administrations, the State Auditor must provide for each plan the one-year and five-year 
retul11s, compared to a benchmark retUl11. Laws 2006, Cll. 277, Art. 6. Source: House Rules 
Committee Amendment 

8. Social Secm-ity Coverage, Revised Definition of Local Governmental Subdivision. The reference to 
the League of Minnesota Cities is removed from the Social Security coverage definition of "local 
govenU11ent subdivision." Laws 2006, Ch. 271, Art. 6, Sec. 1. Source: SF. 2463 (Pogemillel) 

9. Social Security Coverage, General Authority Clarification. The general authority provision is clarified 
by explicitly authorizing the state to enter into Social Security coverage agreements on behalf of its 
political subdivisions. Laws 2006, Ch. 271, Art. 6, Sec. 2. Source: SF. 2463 (Pogemiller) 

10. Social Security Referendum Procedures Revision, Certain Local Governmental Employees. Allows 
Social Security coverage referenda for local elected officials who are members of the PERA Defined 
Contribution Plan on a government unit by government unit basis, and requires local government 
districts or special authorities wanting Social Security coverage for their PERA Defined Contribution 
Plan covered employees to submit a fon11al resolution to the PERA Executive Director. The PERA 
Executive Director must then provide a referendlU11 for applicable employees in that local governmental 
subdivision to elect Social Security coverage on an individual basis. Individuals electing Social Security 
coverage are also authorized to have retroactive Social Security coverage to the extent permitted under 
federal law. Ifthe individual wants retroactive coverage, the employee makes to applicable past 
employee Social Security contributions and the employer must then make the applicable past employer 
Social Security contributions. Laws 2006, Ch. 271, Art. 6, Sec. 3-5. Source: SF. 2463 (Pogemiller) 

11. Medicare Referendum. Public employees hired since 1986 who are not required under federal law to 
have Medicare coverage and who have not previously elected Medicare coverage are authorized to 
elect Medicare coverage if the applicable govemmentallU1it decides to pem1it the referendum. An 
individual choosing Medicare coverage may also choose to have that coverage be retroactive to the 
extent pen11itted under federal law. The individual would pay the retroactive employee contributions 
and the employer would then be required to pay the retroactive employer contrilJutions. Laws 2006, 
Ch. 271, Art. 6, Sec. 6. Source: SF. 2463 (Pogemillel) 
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