STATE OF MINNESOTA

Jour nal of the Senate

SEVENTY-NINTH LEGISLATURE

ONE HUNDRED SIXTH DAY

St. Paul, Minnesota, Tuesday, March 26, 1996
The Senate met at 10:00 am. and was called to order by the President.

CALL OF THE SENATE

Mr. Betzold imposed a call of the Senate. The Sergeant at Arms was instructed to bring in the
absent members.

Prayer was offered by Senator Pat Piper.

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

Anderson Hanson Kroening Murphy Riveness
Beckman Hottinger Laidig Neuville Robertson
Belanger Janezich Langseth Novak Runbeck
Berg Johnson, D.E. Larson Oliver Sams
Berglin Johnson, D.J. Lesewski Olson Samuelson
Betzold Johnson, J.B. Lessard Ourada Scheevel
Chandler Johnston Limmer Pappas Solon
Cohen Kely Marty Pariseau Spear

Day Kiscaden Merriam Piper Stevens
Dille Kleis Metzen Pogemiller Stumpf
Fischbach Knutson Moe, R.D. Price Terwilliger
Flynn Kramer Mondae Ranum Vickerman
Frederickson Krentz Morse Reichgott Junge Wiener

The President declared a quorum present.

The reading of the Journal was dispensed with and the Journal, as printed and corrected, was
approved.

REPORTSOF COMMITTEES

Mr. Moe, R.D. moved that the Committee Report at the Desk be now adopted. The motion
prevailed.

Mr. Merriam from the Committee on Finance, to which was referred

H.F. No. 2417: A hill for an act relating to retirement; various Minnesota public pension plans;
making various benefit and coverage modifications, redirecting various state pension aids to
certain first class city teachers retirement fund associations requiring certain school district
employer contribution increases, making various administrative modifications establishing a
minimum fire state aid allocation for certain volunteer firefighter relief associations, establishing a
special task force to evaluate potential modificationsin various investment performance reporting
programs; amending Minnesota Statutes 1994, sections 3A.04, subdivision 4; 69.021, subdivision
7; 124.916, subdivision 3; 144C.06; 352.04, subdivision 8; 352.95, subdivision 2; 352B.10,
subdivision 2; 352B.11, subdivision 1; 352C.09, by adding a subdivision; 353D.01, subdivision 2;
353D.02; 353D.03; 353D.04; 354.44, subdivisions 3 and 4; 354A.12, subdivisions 2, 3a, 3c, and
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by adding subdivisions 356A.06, subdivision 7; 423A.02, subdivision 1, and by adding a
subdivision; 423B.01, subdivision 9; 423B.15, subdivision 3; 424A.001, by adding subdivisions,
424A.01, by adding a subdivision; 424A.02, subdivision 1; and 490.124, by adding a subdivision;
Minnesota Statutes 1995 Supplement, sections 144C.07, subdivision 2; 144C.08; 354A.12,
subdivision 3b; 354D.02, subdivision 2; 354D.03; 354D.04; 354D.06; and 356.219, subdivision 2;
Laws 1989, chapter 319, article 19, section 7, subdivisions 1, as amended and 4, as amended; and
Laws 1995, chapter 252, article 1, section 16; proposing coding for new law in Minnesota
Statutes, chapter 354D; repealing Minnesota Statutes 1994, section 353D.11; Laws 1990, chapter
570, article 13, section 1, subdivision 5.

Reports the same back with the recommendation that the bill be amended as follows:

Delete everything after the enacting clause and insert:
"ARTICLE 1
DESIGNATION OF BENEFICIARY FOR REFUND UPON DEATH

Section 1. Minnesota Statutes 1994, section 3A.04, subdivision 4, is amended to read:

Subd. 4. [DEATH REFUNDS TO-ESFATE.] Upon the death of a member of the legislature or
former legislator who was not receiving a retirement allowance, without either a surviving spouse
and-witheut-any or dependent children, regardless of when the death-oceurred, the last designated
beneficiary named on a form filed with the director before the death of the legidator, or if no
designation is filed, the estate of the member or former legidator, upon application of the

of contributions of the deceased member

Feplc&eentatweeﬁtheeﬂate shall be entitled to a refund
of-the legislature-orformertegistator plus interest as provided in section 3A.03, subdivision 2,
clause (2).

Sec. 2. Minnesota Statutes 1994, section 352B.11, subdivision 1, is amended to read:

Subdivision 1. [REFUND OF PAYMENTS] A member who has not received other benefits
under this chapter is entitled to arefund of payments made by salary deduction, plusinterest, if the
member is separated, either voluntarily or involuntarily, from state service that entitled the
member to membership. In the event of the member’s death, if there are no survivor benefits

ayable under this chapter, a refund is payable to the last designated beneficiary on a form filed
with the director before death, or if no designation is filed, the refund is payable to the member’s
estate is-entitled-to-the refund. Interest must be computed at the rate of six percent a year,
compounded annually. To receive arefund, the-member-must-apphy application must be made on a
form prescribed by the executive director.

Sec. 3. Minnesota Statutes 1994, section 352C.09, is amended by adding a subdivision to read:

Subd. 3. [DEATH REFUND.] If a constitutional officer who has not received other benefits
under this chapter dies and there are no survivor benefits payable under this chapter, arefund plus
interest as provided in section 352C.09, subdivision 2, clause (1), is payable to the last designated
beneficiary named on a form filed with the director before the death of the congtitutional officer,
or if no designation is on file, the refund is payable to the estate of the deceased constitutional
officer.

Sec. 4. Minnesota Statutes 1994, section 490.124, is amended by adding a subdivision to read:

Subd. 13. [DEATH REFUND.] If a judge who has not received other benefits under this
chapter dies and there are no survivor benefits payable under this chapter, arefund plusinterest as
provided in section 490.124, subdivision 12, is payable to the last designated beneficiary named
on aform filed with the director before the death of the judge, or if no designation is on file, the
refund is payable to the estate of the deceased judge.

Sec. 5. [EFFECTIVE DATE]

Sections 1 to 4 are effective July 1, 1996.
ARTICLE 2
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ADMINISTRATIVE PROVISIONSRELATING TO THE
MINNESOTA STATE RETIREMENT SYSTEM

Section 1. Minnesota Statutes 1994, section 352.04, subdivision 8, is amended to read:

Subd. 8. [DEPARTMENT REQUIRED TO PAY OMITTED SALARY DEDUCTIONS] (a) If
a department fails to take deductions past due for a period of 60 days or less from an employee's
salary as provided in this section, those deductions must be taken on later payroll abstracts.

(b) If a department fails to take deductions past due for a period in excess of 60 days from an
employee's salary as provided in this section, the department, and not the employee, shall must
pay on later payroll abstracts the employee and employer contributions and an amount equivalent
to 8.5 percent of the total amount due in lieu of interest, or if the delay in payment exceeds one
year, 8.5 percent compound annual interest.

(c) If a department fails to take deductions past due for a period of 60 days or less and the
employee is no longer in state service so that the required deductions cannot be taken from the
salary of the employee, the department shall must nevertheless pay the required employer
contributions. If any department fails to take deductions past due for a period in excess of 60 days
and the employee is no longer in state service, the omitted contributions shall must be recovered
under paragraph (b).

(d) If an employee from whose salary required deductions were past due for a period of 60 days
or less leaves state service before the payment of the omitted deductions and subsequently returns
to state service, the unpaid amount is considered the equivalent of arefund. The employee accrues
no right by reason of the unpaid amount, except that the employee may pay the amount of omitted
deductions as provided in section 352.23.

Sec. 2. Minnesota Statutes 1994, section 352.95, subdivision 2, is amended to read:

Subd. 2. [NON-JOB-RELATED DISABILITY.] Any covered correctional employee who,
after at least one year of covered correctional service, becomes disabled and physicaly or
mentally unfit to perform the duties of the position because of sickness or injury occurring while
not engaged in covered employment, is entitled to a disability benefit based on covered
correctional service only. The disability benefit must be computed as provided in section 352.93,
subdivisions 1 and 2, and computed as though the employee had at least 15 years of covered
correctiona service.

Sec. 3. Minnesota Statutes 1994, section 352B.10, subdivision 2, is amended to read:

Subd. 2. [DISABLED WHILE NOT ON DUTY.] If a member terminates employment after at
least one year of service because of sickness or injury occurring while not on duty and not
engaged in state work entitling the member to membershlp, and the termmatrem&neee&ary

member becomeﬁ dl&ﬂbled and physcally or mentally unfit to perform the dutl& of theposmon

because of sickness or injury occurring while not engaged in covered employment, the member is
entitled to disability benefits. The benefit must be in the same amount and computed in the same
way as if the member were 55 years old at the date of disability and the annuity were paid under
section 352B.08. If disability under this clause occurs after one but before 15 years service, the
disahility benefit must be computed as though the member had 15 years service.

Sec. 4. [EFFECTIVE DATE.]

Sections 1 to 3 are effective July 1, 1996.
ARTICLE 3

ADMINISTRATIVE PROVISIONS RELATING TO
THE TEACHERS RETIREMENT ASSOCIATION

Section 1. Minnesota Statutes 1994, section 354.44, subdivision 3, is amended to read:
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Subd. 3. [APPLICATION FOR RETIREM ENT.] Appheatrenieweﬂremenkmuskbemadehy

af- A member or a person
authorlzed to act on behalf of the member may make appllcatl on for retirement provided the age
and service requirements under subdivision 1 are satisfied on or before the member’s retirement
annuity accrual date under subdivision 4. The application may be made no earlier than 120 days
before the termination of teaching service. The application must be made on a form prescribed by
the executive director and is not complete until all necessary supporting documents are received
by the executive director.

Sec. 2. Minnesota Statutes 1994, section 354.44, subdivision 4, is amended to read:
Subd. 4. [TIMIILAN&MANNE&QI;PAAAMENE RETIREMENT ANNUITY ACCRUAL

requi rements under subd|V|sron 1 are sdtisfied, after the termination of teaching service, or after
the application for retirement has been filed with the board, whichever is later, as follows

@ (1) on the 16th day of the month of termination or filing if the termination or filing occurs
on or before the 15th day of the monthy;

{b) (2) on the first day of the month following the month of termination or filing if the
termination or filing occurs on or after the 16th day of the month;-er;

{e) (3) on July 1 for all school principals and other administrators who receive a full annual
contract salary during the fiscal year for performance of a full year's contract duties, or

(4) alater date to be the first or 16th day of a month within the six-month period immediately
following the termination of teaching service as specified under paragraph (b) by the member.

(b) If an application for retirement is filed with the board during the six-month period
immediately following the termination of teaching service, the annuity may begin to accrue as if
the application for reti rement had been filed with the board on the date teaching service terminated
or alater date o o /the- member under paragraph
saI(a ), clause (4). An annuny must not begln to accrue more than one month before the date of final

ary receipt.

Sec. 3. [EFFECTIVE DATE.]

Sections 1 and 2 are effective the day following final enactment.
ARTICLE4

INCREASED FUNDING FOR THE MINNEAPOLIS AND
ST. PAUL TEACHERS RETIREMENT FUND ASSOCIATIONS

Section 1. Minnesota Statutes 1994, section 16A.06, is amended by adding a subdivision to
read:

Subd. 9. [FIRST CLASS CITY TEACHER RETIREMENT FUNDS AIDS REPORTING.]
Each year, on or before April 15, the commissioner of finance shall report to the chairs of the
senate finance committee and the house ways and means committee on expenditures for state aids
to the Minneapolis and Saint Paul teacher retirement fund associations under sections 354A.12 and
423A.02, subdivision 3. This report shall include the amounts expended in the most recent fiscal
year and estimates of expected expenditures for the current and next fiscal year.

Sec. 2. Minnesota Statutes 1994, section 69.021, subdivision 7, is amended to read:

Subd. 7. [APPORTIONMENT OF FIRE STATE AID TO MUNICIPALITIES AND RELIEF
ASSOCIATIONS] (%) (@ The commissioner shall apportion the fire state aid relative to the
premiums reported on the Minnesota Firetown Premium Reports filed under this chapter to each
municipality and/or firefighters' relief association;.
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(b) The commissioner shall calculate an initial fire state aid alocation amount for each
municipality or fire department under paragraph (c) and a minimum fire state aid allocation
amount for each municipality or fire department under paragraph (d). The municipality or fire
department must receive the larger fire state aid amount.

(c) Theinitial fire state aid allocation amount is the amount available for apportionment as fire
state aid under subdivision 5, without inclusion of any additional funding amount to support a
minimum fire state aid amount under section 423A.02, subdivision 3, alocated one-haf in
proportion to the population as shown in the Tast official statewide federa census for each fire
town and one-half in proportion to the market value of each fire town, including the market value
of tax exempt property, but excluding the market value of minerals. In the case of incorporated or
municipa fire departments furnishing fire protection to other cities, towns, or townships as
evidenced by valid fire service contracts filed with the commissioner, the distribution shat must
be adjusted proportionately to take into consideration the crossover fire protection service.
Necessary adjustments shall be made to subsequent apportionments. In the case of municipalities
or independent fire departments qualifying for the aid, the commissioner shall calculate the state
aid for the municipality or relief association on the basis of the population and the market value of
the area furnished fire protection service by the fire department as evidenced by duly executed and
valid fire service agreements filed with the commissioner. If one or more fire departments are
furnishing contracted fire service to a city, town, or township, only the population and market
value of the area served by each fire department shall may be considered in calculating the state
aid and the fire departments furnishing service shall enter into an agreement apportioning among
themselves the percent of the population and the market value of each service area. The agreement
shall must be in writing and must be filed with the commissioner.

(d) The minimum fire state aid alocation amount is the amount in addition to the initia fire
state allocation amount that is derived from any additional funding amount to support a minimum
fire state aid amount under section 423A.02, subdivision 3, and allocated to municipalities with
volunteer firefighter relief associations based on the number of active volunteer firefighters who
are members of the relief association as reported in the annual financial reporting for the calendar
year 1993 to the office of the state auditor, but not to exceed 30 active volunteer firefighters, so
that all municipdities or fire departments with volunteer firefighter relief associations receive in
total at least a minimum fire state aid amount per 1993 active volunteer firefighter to a maximum
of 30 firefighters.

(e) The fire state aid shalt must be paid to the treasurer of the municipality where the fire
department is located and the treasurer of the municipality shall, within 30 days of receipt of the
fire state aid, transmit the aid to the relief association if the relief association has filed a financial
report with the treasurer of the municipality and has met all other statutory provisions pertaining to
the aid apportionment.

(f) The commissioner may make rules to permit the administration of the provisions of this
section. Any adjustments needed to correct prior misalocations must be made to subsequent

apportionments.
Subd. 7a. [APPORTIONMENT OF POLICE STATE AID.]

{2 (8 The commissioner shall apportion the state peace officer aid to each municipality and to
the county in the following manner:

@) (1) For al municipalities maintaining police departments and the county, the state aid shalt
must be distributed in proportion to the total number of peace officers, as determined under section
69.011, subdivision 1, clause (g), and subdivision 2, clause (b), employed by each municipality
and by the county for 12 calendar months and the proportional or fractional number who were
employed less than 12 months;

{b} (2) For each municipality which contracts with the county for police service, a proportionate
amount of the state aid distributed to the county based on the full-time equivalent number of peace
officers providing contract service shall must be credited against the municipality’s contract
obligation; and
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{e) (3) For each municipality which contracts with another municipality for police service, a
proportionate amount of the state aid distributed to the municipality providing contract service
based on the full-time equivalent number of peace officers providing contract service on a
full-time equivalent basis shalt must be credited against the contract obligation of the municipality
receiving contract service;.

{d) (b) No municipality entitled to receive state peace officer aid shall may be apportioned less
state peace officer aid for any year under Laws 1976, chapter 315, than the amount which was
apportioned to it for calendar year 1975 based on premiums reported to the commissioner for
calendar year 1974; provided, the amount of state peace officer aid to other municipalities within
the county and to the county shall must be adjusted in proportion to the total humber of peace
officers in the municipalities and the county, so that the amount of state peace officer aid
apportioned shall does not exceed the amount of state peace officer aid available for
apportionment.

Sec. 3. Minnesota Statutes 1994, section 124.916, subdivision 3, is amended to read:

Subd. 3. [RETIREMENT LEVIES)] (1) In addition to the excess levy authorized in 1976 any
district within a city of the first class which was authorized in 1975 to make a retirement levy
under Minnesota Statutes 1974, section 275.127 and chapter 422A may levy an amount per pupil
unit which is equal to the amount levied in 1975 payable 1976, under Minnesota Statutes 1974,
section 275.127 and chapter 422A, divided by the number of pupil units in the district in
1976-1977.

(2) In 1979 and each year thereafter, any district which qualified in 1976 for an extra levy
under clause (1) shall be alowed to levy the same amount as levied for retirement in 1978 under
this clause reduced each year by ten percent of the difference between the amount levied for
retirement in 1971 under Minnesota Statutes 1971, sections 275.127 and 422.01 to 422.54 and the
amount levied for retirement in 1975 under Minnesota Statutes 1974, section 275.127 and chapter
422A.

(3) In 1991 and each year thereafter, a district to which this subdivision applies may levy an
additional amount required for contributions to the Minneapolis employees retirement fund as a
result of the maximum dollar amount limitation on state contributions to the fund imposed under
section 422A.101, subdivision 3. The additional levy shall not exceed the most recent amount
certified by the board of the Minneapolis employees retirement fund as the district’s share of the
contribution requirement in excess of the maximum state contribution under section 422A.101,
subdivision 3.

(4) For taxes payable in 1994 and thereafter, special school district No. 1, Minneapolis, and
independent school district No. 625, St. Paul, may levy for the increase in the employer retirement
fund contributions, under Laws 1992, chapter 598, article 5, section 1. Notwithstanding section
121.904, the entire amount of this levy may be recognized as revenue for the fiscal year in which
the levy is certified. Thislevy shall not be considered in computing the aid reduction under section
124.155.

(5) If the employer retirement fund contributions under section 354A.12, subdivision 2a, are
increased for fiscal year 1994 or later fiscal years, specia school district No. 1, Minneapolis, and
independent school district No. 625, St. Paul, may levy in payable 1994 or later an amount equal
to the amount derived by applying the net increase in the employer retirement fund contribution
rate of the respective teacher retirement fund association between fiscal year 1993 and the fiscal
year beginning in the year after the levy is certified to the total covered payroll of the applicable
teacher retirement fund association. Notwithstanding section 121.904, the entire amount of this
levy may be recognized as revenue for the fiscal year in which the levy is certified. Thislevy shall
not be considered in computing the aid reduction under section 124.155. If an applicable school
district levies under this paragraph, they may not levy under paragraph (4).

(6) In addition to the levy authorized under paragraph (5), specia school district No. 1,
Minneapolis, may also levy payable in 1997 or later an amount equal to the contributions under
section 423A.02, subdivision 3, and may also levy in payable 1994 or lTater an amount equal to the
state aid contribution under section 354A.12, subdivision 3b. Independent school district No. 625,
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St. Paul, may levy payable in 1997 or later an amount equal to the supplemental contributions
under section 423A.02, subdivision 3. Notwithstanding section 121.904, the entire amount of this
levy these Tevies may be recognized as revenue for the fiscal year in which the levy is certified.

[ These levies shall not be considered in computing the aid reduction under section

124.155.

Sec. 4. [354A.105] [MINNEAPOLIS TEACHERS RETIREMENT FUND ASSOCIATION;
PURCHASE OF ALLOWABLE SERVICE CREDIT FOR TEACHING SERVICE OUTSIDE
MINNESOTA ]

() Notwithstanding any law, article of incorporation, or bylaw provision of the Minneapolis
teachers retirement fund association to the contrary, an active member who has engaged in other
elementary or secondary public school teaching employment either outside the state of Minnesota,
but rendered in the United States, or for the federal government before first becoming a member of
the association and who has met the qualifications of paragraph (b) may €elect to purchase and
receive allowable service credit in the applicable program of the association for qudlified prior
service in other elementary or secondary public school teaching employment that satisfies the
reguirements of paragraph (c) by making the required payment under paragraph (d).

(b) A member may elect to purchase allowabl e service credit for other elementary or secondary
public schoaol teaching employment under this subdivision if:

(1) the member has at |east three years of allowable service credit in the applicable program of
the association; and

(2) the member did not and could not receive accrued benefits by leaving the person’'s
accumulated member contributions with any other retirement system under the applicable [aw in
effect at the termination of the other public employment.

(c) Service in other elementary or secondary public school teaching employment rendered in
the United States qualifies for purchase under this subdivision if the service to be credited:

(1) does not exceed the lesser of ten years or the member’s total years of alowable teaching
service in the Minneapolis public schools at the time of the purchaseg;

(2) is equivaent to full-time allowable service as determined in accordance with the statutes
and rules applicable to the association at the time of the purchaseg;

(3) is purchased in full year increments;

(4) is not for a period of service that has been used by the member to qualify for an annuity
from any other public school retirement fund or system, as certified by the chief administrative
officer of the applicable retirement system; and

(5) is not available to be used for the purpose of qualifying the member for a disability benefit
from the association.

(d) For a person eligible to purchase credit for qualifying service under this subdivision, there
must be paid to the association an amount equal to the present value, on the date of payment, of
the amount of the additional retirement annuity that would be obtained by virtue of the purchase of
the additional service credit, using the applicable preretirement interest rate specified in section
356.215, subdivision 4d, and the mortality table adopted for the retirement fund association and
assuming continuous future service in the retirement fund association until the age at which the
minimum requirements are met for normal retirement with an annuity unreduced for retirement
before the normal retirement age, including the provisions of section 356.30, and also assuming a
fugjée saary rolll story that includes increases at the applicable rate assumed under section 356.215,
subdivision 4d.

(e) Payments under this section must be made only by the member. The employer unit may not
make any payment to or on behalf of any member for the purpose of purchasing service credit
under this section.
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(f) This sectionis repealed effective July 1, 2005. On or before January 1, 2006, special school
district No. 1 and the Minneapolis teachers retirement fund association shall jointly report to the
legidature and the governor on the effects of the provisions under this section on the ditrict, fund,
and members. The report shal include information on use of the service credit purchase
provisions, the usefulness of this section in promoting the recruitment and retention objectives of
the diStg ct, and the portability of pension benefits for teachers and school administrative
personnel.

Sec. 5. Minnesota Statutes 1994, section 354A.12, subdivision 2, is amended to read:

Subd. 2. [RETIREMENT CONTRIBUTION LEVY DISALLOWED.] Except as provided in
subdivision 3b;-paragraph{d) and in section 423A.02, subdivision 3, with respect to the city of
Minneapolis and specia school district No. 1 and in section 423A.02, subdivision 3, with respect
to independent school district No. 625, notwithstanding any law to the contrary, leviesfor teachers
retirement fund associations in cities of the first class, including levies for any employer social
security taxes for teachers covered by the Duluth teachers retirement fund association or the
Minneapolis teachers retirement fund association or the St. Paul teachers retirement fund
association, are disallowed.

Sec. 6. Minnesota Statutes 1994, section 354A.12, subdivision 3c, is amended to read:

Subd. 3c. [TERMINATION OF SUPPLEMENTAL CONTRIBUTIONS AND DIRECT
STATE MATCHING AND STATE AID.] (& The supplementa contributions payable to the
Minneapolis teachers retirement fund association by specia school district No. 1 and the city of
Minneapolis under section 423A.02, subdivision 3, or to the St. Paul teachers retirement fund
association by independent school district No. 625 under section 423A.02, subdivision 3, the
direct state aid under subdivision 3ato the St. Paul teachers retirement association, and the direct
matching and state aid under subdivison 3b to the Minneapolis teachers retirement fund
association terminates for the respective fund at the end of the fiscal year in which the accrued
liability funding ratio for that fund, as determined in the most recent actuarial report for that fund
by the actuary retained by the legislative commission on pensions and retirement, equals or
exceeds the accrued liability funding ratio for the teachers retirement association, as determined in
the most recent actuarial report for the teachers retirement association by the actuary retained by
the legislative commission on pensions and retirement.

(b) If the direct matching, supplemental, or state aid is terminated for the St. Paul teachers
retirement fund association or the Minneapolis teachers retirement fund association under
paragraph (a), it may not again be received by that fund.

(c) If either the Minneapolis teachers retirement fund association or the St. Paul teachers
retirement fund association remain funded at less than the funding ratio applicable to the teachers
retirement association when the provisions of paragraph (b) become effective, then any state aid
not distributed to that association must be immediately transferred to the other association.

Sec. 7. Minnesota Statutes 1994, section 356A.06, subdivision 7, is amended to read:

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

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

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

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

(2) the principal and interest of obligations of corporationsincorporated or organized under the
Ia\gs of the Dominion of Canada or any province thereof must be payablein United States dollars;
an

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

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

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

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

(iii) commercial paper is limited to those issued by United States corporations or their Canadian
subsidiaries and rated in the highest two quality categories by a nationally recognized rating

agency;,

(iv) mortgage participation or pass through certificates evidencing interests in pools of first
mortgages or trust deeds on improved real estate located in the United States where the loan to
value ratio for each loan as calculated in accordance with section 61A.28, subdivision 3, does not
exceed 80 percent for fully amortizable residential properties and in al other respects meets the
requirements of section 61A.28, subdivision 3;

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

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

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

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

(2) Sections 16A.58 and 16B.06 do not apply to certificates of deposit and collateralization
agreements executed by the covered pension plan under clause (1), item (ii).
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(3) In addition to investments authorized by clause (1), item (iv), the covered pension plan may
purchase from the Minnesota housing finance agency all or any part of a pool of residential
mortgages, not in default, that has previously been financed by the issuance of bonds or notes of
the agency. The covered pension plan may also enter into a commitment with the agency, at the
time of any issue of bonds or notes, to purchase at a specified future date, not exceeding 12 years
from the date of the issue, the amount of mortgage loans then outstanding and not in default that
have been made or purchased from the proceeds of the bonds or notes. The covered pension plan
may charge reasonable fees for any such commitment and may agree to purchase the mortgage
loans at a price sufficient to produce a yield to the covered pension plan comparable, in its
judgment, to the yield available on similar mortgage loans at the date of the bonds or notes. The
covered pension plan may also enter into agreements with the agency for the investment of any
portion of the funds of the agency. The agreement must cover the period of the investment,
withdrawal privileges, and any guaranteed rate of return.

(f) [CORPORATE STOCKS] The covered pension plan may invest funds in stocks or
convertible issues of any corporation organized under the laws of the United States or the states
thereof, the Dominion of Canada or its provinces, or any corporation listed on the New York
Stock Exchange or the American Stock Exchange, if they conform to the following provisions.

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

(2) Investments must not exceed five percent of the total outstanding shares of any one
corporation.

(g9) [OTHER INVESTMENTS] (1) In addition to the investments authorized in paragraphs (b)
to (f), and subject to the provisionsin clause (2), the covered pension plan may invest funds in:

(i) venture capital investment businesses through participation in limited partnerships and
corporations,

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

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

(iv) resource investments through limited partnerships, private placements, and corporations,
and

(v) international securities.
(2) The investments authorized in clause (1) must conform to the following provisions

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

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

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

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

Sec. 8. Minnesota Statutes 1994, section 423A.02, subdivision 1, is amended to read:
Subdivision 1. [AMORTIZATION STATE AID.] (&) A municipality in which islocated alocal
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police or salaried firefighters relief association to which the provisions of section 69.77, apply,
that had an unfunded actuarial accrued liability in the most recent relief association actuarial
valuation, is entitled, upon application as required by the commissioner of revenue, to receive
local police and salaried firefighters' relief association amortization state aid if the municipality
and the appropriate relief association both comply with the applicable provisions of sections
69.031, subdivision 5, 69.051, subdivisions 1 and 3, and 69.77. If a municipality loses entitlement
for amortization state aid in any year because itslocal relief association no longer has an unfunded
actuarial accrued liability, the municipality is not entitled to amortization state aid in any
subsequent year.

(b) The total amount of amortization state aid to all entitled municipalities must not exceed
$5,055,000.

(c) Subject to the adjustment for the city of Minneapolis provided in this paragraph, the amount
of amortization state aid to which a municipality is entitled annually is an amount equal to the
level annual dollar amount required to amortize, by December 31, 2010, the unfunded actuarial
accrued liability of the special fund of the appropriate relief association as reported in the
December 31, 1978, actuarial valuation of the relief association prepared under sections 356.215
and 356.216, reduced by the dollar amount required to pay the interest on the unfunded actuarial
accrued liability of the special fund of the relief association for calendar year 1981 set at the rate
specified in Minnesota Statutes 1978, section 356.215, subdivision 4, clause (4). For the city of
Minneapolis, the amortization state aid amount thus determined must be reduced by $747,232 on
account of the Minneapolis police relief association and by $772,768 on account of the
Minneapolis fire department relief association. If the amortization state aid amounts determined
under this paragraph exceed the amount appropriated for this purpose, the amortization state aid
for actual alocation must be reduced pro rata.

(d) Payment of amortization state aid to municipalities must be made directly to the
municipalitiesinvolved in feur three equal installments on Mareh-15; July 15, September 15, and
November 15 annually. Upon receipt of amortization state aid, the municipal treasurer shall
transmit the aid am