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Relevant Provisions of Law: Minn. Stat., Sec. 11A.07, 11A.14, 11A.24, 69.77, 69.775, 354A.08, 356A.06
General Nature of Proposal: Revising Investment Authority Provisions

Date of Summary: February 17, 2011

Potential Amendments drawn to the Unofficial Engrossment

Exchange-Traded Funds Authority Amendments
H1555-20A removes the proposed authority for SBI to use ETFs if the Commission concludes that the proposed SBI
ETF authority is inappropriate or unnecessary.

H1555-21A removes the proposed authority for limited list plans (all of which are volunteer fire plans) to use ETFs if
the Commission has concerns about potential abuse of this authority.

Junk Bond Authority Amendments

H1555-22A removes the proposed junk bond authority for limited and expanded list volunteer fire plans.

H1555-23A, an alternative to -22A, removes the proposed volunteer fire junk bond authority for limited list plans but
retains the proposed authority for volunteer fire expanded list plans.

H1555-24A, which could be used with -22A or -23A, revises the maximum percentage of an expanded list plan's
portfolio that can be devoted to junk bonds from 5% to a percentage to be determined.

H1555-25A, an alternative to -24A, revises the maximum proposed percentage that volunteer fire relief associations
can devote to junk bonds from 5% to an unspecified percentage (presumably lower) while leaving the
5% maximum for all other expanded list plans. This amendment should not be used if -22A is adopted.

If amendments -22A to -25A are not used, amendments -26A to -28A are alternatives for permitting better-grade
Junk bonds (speculative grade) while prohibiting investments in securities that are highly speculative or in default:

H1555-26A sets a lower boundary on the quality of permissible junk bonds for volunteer fire plans only, permitting
investment in bonds considered speculative (one grade below investment-grade), while prohibiting
investments in highly speculative and defaulted securities.

H1555-27A is similar to -26A but applies to all limited list plans, all expanded list plans, and SBI.

H1555-28A is similar to -26A and -27A but applies to all limited list and expanded list plans.

85% Equity Cap Amendment
H1555-29A would reset the maximum permissible percent of assets in equity/equity-like investments from 85% of
total portfolio to a percentage to be determined; the revised limit would apply to all plans including SBI.

Emerging Market Securities Cap Amendments
H1555-30A revises the emerging market equity/international debt 15% cap for expanded list volunteer fire plans
from 15% to a percent to be specified.

H1555-31A expands the emerging market equity/international debt 15% cap to include all expanded list plans. This
amendment can be used with -30A.

H1555-32A, an alternative to -30A and -31A, combines those two amendments by expanding the emerging market
equity and international debt cap to include all expanded list plans and revising the percent cap to a
percentage specified by the Commission.

H1555-33A expands the 15% emerging market equity/international debt cap to include all expanded list plans and SBI.

H1555-34A, an alternative to -33A, expands the emerging market equity and international debt cap to include all
expanded list plans and SBI, and revises the percent cap to a percentage to be specified.

Investment Authority Transition Provision Amendments
H1555-35A sets a date other than June 30, 2013, for compliance with the revised investment authority.

H1555-36A revises the transition provision by creating an early deadline for compliance (January 1, 2012) if the plan
is exceeding 85% equity in its portfolio (or whatever revised limit is specified by the Commission).

Amendment Requested by the State Auditor

H1555-37A revises a member-directed defined contribution plan investment return reporting provision (Minn. Stat.
Sec. 356.219, Subd. 4) by including the Hennepin County Supplemental Plan, and by requiring the rate
of return information to be deposited with the Commission rather than with the State Auditor.

H1555-38A, an alternative to -37A, would repeal, rather than amend, Minn. Stat. Sec. 356.219, Subd. 4.
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02/08/12 09:58 AM PENSIONS EB/PO H1555-20A

00 A moves to amend H.F. No. 1555; S.F. No. 927, the unofficial
1.2 engrossment (H1555-E1) as follows:

1.3 Page 3, line 4, delete "exchange-traded or"

1 Amendment H1555-20A
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02/08/12 09:59 AM PENSIONS EB/PO H1555-21A

.................... moves to amend H.F. No. 1555; S.F. No. 927,

engrossment (H1555-E1) as follows:

Page 12, line 4, delete "exchange-traded"

Page 12, line 5, delete "funds, or through"

Page 12, line 8, delete "exchange-traded funds and"

Page 12, line 12, delete "or exchange-traded"

the unofficial

Amendment H1555-21A
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02/08/12 10:00 AM PENSIONS

EB/PO H1555-22A

.................... moves to amend H.F. No. 1555; S.E. No. 927, the unofficial

engrossment (H1555-E1) as follows:

Page 12, line 10, delete "to" and insert ", (d), (f), or"

Page 13, line 27, after "plan" insert ", other than a volunteer firefighter relief

association governed by sections 69.771 to 69.776,"

Amendment H1555-22A
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1.3

02/08/12 10:01 AM PENSIONS EB/PO H1555-23A

.................... moves to amend H.F. No. 1555; S.F. No. 927, the unofficial
engrossment (H1555-E1) as follows:

Page 12, line 10, delete "to" and insert ", (d), (f), or"

1 Amendment H1555-23A
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02/08/12 10:48 AM PENSIONS EB/PO H1555-24A

.................... moves to amend H.F. No. 1555; S.F. No. 927, the unofficial
engrossment (H1555-E1) as follows:

Page 13, line 30, delete "five" and insert "...."

1 Amendment H1555-24A
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02/08/12 10:48 AM PENSIONS

EB/PO H1555-25A

.................... moves to amend H.F. No. 1555; S.F. No. 927, the unofficial

engrossment (H1555-E1) as follows:

Page 13, line 30, delete "five" and insert "...."

Page 13, line 31, after "value" insert "if the covered plan is a volunteer firefighter

relief association governed by sections 69.771 to 69.776, or five percent of the covered

plan's market value for any other expanded list plan”

Amendment H1555-25A



02/08/12 10:04 AM PENSIONS EB/PO H1555-26A

LI e, moves to amend H.F. No. 1555; S.F. No. 927, the unofficial

1.2 engrossment (H1555-E1) as follows:

1.3 Page 13, line 27, before "An" insert "(1)"

1.4 Page 13, line 30, delete "(1)" and insert "(i)"

L5 Page 13, line 32, delete "(2)" and insert "(ii)"

1.6 Page 13, line 34, delete "(3)" and insert "(iii)"

1.7 Page 13, after line 35, insert:

1.8 "(2) For volunteer firefighter relief associations governed by sections 69.771 to
1.9 69.776, clause (1) applies, except that investing in corporate obligations below the top

1.10 five quality categories as rated by a nationally recognized rating agency, or in comparable

1.11 unrated corporate obligations, is prohibited."

1 Amendment H1555-26A



02/08/12 10:05 AM PENSIONS EB/PO H1555-27A

LT e, moves to amend H.F. No. 1555; S.F. No. 927, the unofficial

1.2 engrossment (H1555-E1) as follows:

1.3 Page 4, line 6, strike "in unrated corporate bbligations or"

1.4 Page 4, line 7, strike everything aftc;r "are"

1.5 Page 4, line 8, strike "paragraph (a), clause (2)," and before "if" insert "rated in
1.6 the fifth quality category from the top by a nationally recognized rating agency, or in
1.7 comparable unrated securities,"

1.8 Page 13, line 28, delete "in unrated corporate obligations or"

1.9 Page 13, line 29, delete everything before "if" and insert "rated in the fifth quality

1.10 category from the top by a nationally recognized rating agency, or in comparable unrated

1.11 securities,"

1 Amendment H1555-27A
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02/08/12 10:06 AM PENSIONS EB/PO H1555-28A

.................... moves to amend H.F. No. 1555; S.F. No. 927, the unofficial
engrossment (H1555-E1) as follows:

Page 13, line 28, delete "in unrated corporate obligations or"

Page 13, line 29, delete everything before "if" and insert "rated in the fifth quality

category from the top by a nationally recognized rating agency, or in comparable unrated

securities,"

1 Amendment H1555-28A
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02/08/12 10:16 AM PENSIONS

EB/PO H1555-29A

.................... moves to amend H.F. No. 1555; S.F. No. 927, the unofficial

engrossment (H1555-E1) as follows:

Page 6, line 5, delete "85" and insert ".."

Page 17, line 18, delete "85" and insert ".."

Amendment H1555-29A
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1.3

02/08/12 10:08 AM PENSIONS EB/PO H1555-30A

.................... moves to amend H.F. No. 1555; S.E. No. 927, the unofficial
engrossment (H1555-E1) as follows:

Page 17, line 12, delete "15" and insert ".."

1 Amendment H1555-30A
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02/08/12 10:09 AM PENSIONS EB/PO HI1555-31A

.................... moves to amend H.F. No. 1555; S.F. No. 927, the unofficial
engrossment (H1555-E1) as follows:

Page 17, line 11, delete "volunteer firefighter relief associations" and insert "an

expanded list plan”

Page 17, line 13, delete "association's" and insert "expanded list plan's"

1 Amendment H1555-31A
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02/08/12 10:36 AM PENSIONS EB/PO H1555-32A

.................... moves to amend H.F. No. 1555; S.F. No. 927, the unofficial
engrossment (H1555-E1) as follows:

Page 17, line 11, delete "volunteer firefighter relief associations” and insert "an

expanded list plan”

Page 17, line 12, delete "15" and insert ".."

Page 17, line 13, delete "association's" and insert "expanded list plan's”

1 Amendment H1555-32A



02/08/12 10:11 AM PENSIONS EB/PO H1555-33A

LI e, moves to amend H.F. No. 1555; S.F. No. 927, the unofficial

12 engrossment (H1555-E1) as follows:

1.3 Page 6, line 31, strike "and"

1.4 Page 6, line 34, strike the period and insert "; and"

1.5 Page 6, after line 34, insert:

1.6 "(5) emerging market equity and international debt investments authorized under

1.7 paragraph (a), clause (4), must not exceed 15 percent of the market value of the fund for

1.8 which the state board is investing."

1.9 Page 17, line 11, delete "volunteer firefighter relief associations” and insert "an

1.10 expanded list plan"

1.11 Page 17, line 13, delete "association's" and insert "expanded list plan's"

1 Amendment H1555-33A



02/08/12 10:42 AM PENSIONS EB/PO H1555-34A

LI s moves to amend H.F. No. 1555; S.F. No. 927, the unofficial

1.2 engrossment (H1555-E1) as follows:

13 Page 6, line 31, strike "and"

14 Page 6, line 34, strike the period and insert "; and"

15 Page 6, after line 34, insert:

1.6 "(5) emerging market equity and international debt investments authorized under
1.7 paragraph (a), clause (4), must not exceed .. percent of the market value of the fund for
1.8 which the state board is investing."

1.9 Page 17, line 11, delete "volunteer firefighter relief associations" and insert "an

1.10 expanded list plan"

1.11 Page 17, line 12, delete "15" and insert ".."

1.12 Page 17, line 13, delete "association's" and insert "expanded list plan's"

1 Amendment H1555-34A



02/08/12 10:12 AM PENSIONS EB/PO H1555-35A

5 O moves to amend H.F. No. 1555; S.F. No. 927, the unofficial
12 engrossment (H1555-E1) as follows:

1.3 Page 17, line 25, delete "June 30, 2013" and insert "........... "

1 Amendment H1555-35A
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02/08/12 10:57 AM PENSIONS EB/PO HI1555-36A

.................... moves to amend H.E. No. 1555; S.F. No. 927, the unofficial
engrossment (H1555-E1) as follows:

Page 17, line 22, before "If" insert "(a)"
Page 17, after line 25, insert:

"(b) Notwithstanding the liquidation date specified in paragraph (a), if a fund

invested by the State Board of Investment or any covered pension plan fund exceeds the

maximum permissible asset mix limit on equities.and similar investments under section

3 or 8, whichever is applicable, the noncompliance must be corrected before January

1, 2013."

1 Amendment H1555-36A
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02/08/12 11:25 AM PENSIONS EB/PO H1555-37A

.................... moves to amend H.F. ;No. 1555; S.F. No. 927, the unofficial
engrossment (H1555-E1) as follows:

Page 9, after line 31, insert:

"Sec. 7. Minnesota Statutes 2010, section 356.219, subdivision 4, is amended to read:
Subd. 4. Alternative reporting; certain plans. In lieu of requirements in
subdivision 3, the applicable administration for the individual retirement account plans

under chapters 354B and 354D, for any alternative retirement benefit plan established

under section 383B.914, and for the University of Minnesota faculty retirement plan

shall submit computed time-weighted rates of return to the ©fftec-of-the-StateAuditor

Legislative Commission on Pensions and Retirement. These time-weighted rates of

return must cover the most recent complete calendar year, and must be computed
separately for each investment option available to plan members. To the extent feasible,
the returns must be computed net of all investment costs, fees, and charges, so that the
computed return reflects the net time-weighted return available to the investor. If this

is not practical, the existence of any remaining investment cost, fee, or charge which
could further lower the net return must be disclosed. The procedures used to compute
the returns must be consistent with Bank Administration Institute studies of investment
performance measurement and Association lfor Investment Management and Research
presentation standards, or, if applicable, Securities Exchange Commission requirements.
The individual who computes the returns must certify that the supplied returns comply
with this subdivision. The applicable plan administrator must also submit, with the return
information, the total amounts invested by the plan members, in aggregate, in each

investment option as of the last day of the calendar year.

EFFECTIVE DATE. This sectiqn 18 effectivé the day following final enactment."

Renumber the sections in sequence

Amend the title accordingly

Sec. 7. SRR | Amendment H1555-37A
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02/08/12 09:44 AM

PENSIONS

EB/PO H1555-38A

.................... moves to amend H.F. No. 1555; S.F. No. 927, the unofficial

engrossment (H1555-E1) as follows:

Page 17, after line 26, insert:

"Sec. 10. REPEALER.

Minnesota Statutes 2010, section 356.219, subdivision 4, is repealed.

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

Amend the title accordingly

Sec. 10.

Amendment H1555-38A
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02/07/12 04:50 PM UNOFF. ENGR. HF1555
(1731 LCPR ACTION, -1A, -19A) PENSIONS H1555-E1

A bill for an act
relating to retirement; all Minnesota public pension plans; revising investment
authority provisions; amending Minnesota Statutes 2010, sections 11A.07,
subdivision 4; 11A.14, subdivision 14; 11A.24; 69.77, subdivision 9; 69.775;
354A.08; 356A.06, subdivisions 6, 7.

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MINNESOTA:

Section 1. Minnesota Statutes 2010, section 11A.07, subdivision 4, is amended to read:

Subd. 4. Duties and powers. The director, at the direction of the state board, shall:

(1) plan, direct, coordinate, and execute administrative and investment functions
in conformity with the policies and directives of the state board and the requirements of
this chapter and of chapter 356A;

(2) prepare and submit biennial and annual budgets to the board and with the
approval of the board submit the budgets to the Department of Management and Budget;

(3) employ professional and clerical staff as necessary. Employees whose primary
responsibility is to invest or manage money or employees who hold positions designated
as unclassified under section 43A.08, subdivision 1a, are in the unclassified service of the
state. Other employees are in the classified service. Unclassified employees who are
not covered by a collective bargaining agreement are employed under the terms and
conditions of the compensation plan approved u:;der section 43A.18, subdivision 3b;

(4) report to the state board on all Qj;)eration§ under the director's control and
supervision,;

(5) maintain accurate and compléte‘fécords of securities transactions and official
activities;

(6) establish a policy relating to the purchase and sale of securities on the basis of

competitive offerings or bids. The policy is subject to board approval;

H1555-E1

Section 1. |
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(7) cause securities acquired to be kept in the custody of the commissioner of
management and budget or other depositoﬁés consistent with chapter 356A, as the state
board deems appropriate; _

(8) prepare and file with the direc;,tbr "6f ﬂie Legislative Reference Library, by
December 31 of each year, a report summanzmg the activities of the state board, the
council, and the director during the preceding fiscal year. The report must be prepared
$0 as to provide the legislature and the people of the state with a clear, comprehensive
summary of the portfolio composition, the transactions, the total annual rate of return,
and the yield to the state treasury and to éééh of the funds whose assets are invested by
the state board, and the recipients of business placed or commissions allocated among
the various commercial banks, investment bénlcers, money managers, and brokerage

organizations and the amount of these commissions or other fees. FThereportmustcontain

aceepted-accounting-prinetptes: The report must include an executive summary;

(9) include on the state board's Web site its annual report and an executive summary

of its quarterly reports; o

(10) require state officials from any department or agency to produce and provide
access to any financial documents the .'state‘boz.x_rd deems necessary in the conduct of
its investment activities;

(11) receive and expend legislative appropriations; and

(12) undertake any other activities ﬁecessai:y to implement the duties and powers

set forth in this subdivision consistent with chapter 356A.

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

Sec. 2. Minnesota Statutes 2010, sectii?ﬁ IIQA.,|14, subdivision 14, is amended to read:

Subd. 14. Repoi'ts required. As of 'ealch valuation date, or as often as the state

board determines, each participant shall be informed of the number of units owned and the

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

Sec. 3. Minnesota Statutes 2010, section 11A.-24, is amended to read:

11A.24 AUTHORIZED INVESTMENTS.
Subdivision 1. Securities géneréiljfg' '@The state board shatt-have-theauthority is

authorized to purchase, sell, lend or and exchange the foHtowing securities specified in this

Sec. 3. 2 H1555-E1
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02/07/12 04:50 PM UNOFF. ENGR. HF1555 ,

(1/31 LCPR ACTION, -1A, -19A) PENSIONS H1555-El
section. for funds or accounts specifically made subject to this section, including puts and
call options and future contracts traded-on a-contract market regulated by a governmental

agency or by a financial institution regulated by. a 'gbverninental agency. These securities

may be owned directly or through shares 1n exchange-traded or mutual funds. or as units

in commingled trusts thatownthe-sceurtticsdeseribed-trsubdivistons-2-to-6, subject to

any limitations as specified in this section.

(b) Any agreement to lend securities' must be concurrently collateralized with cash
or securities with a market value of not'les§ than 100 percent of the market value of the
loaned securities at the time of the agreement. Any agreement for put and call options
and futures contracts may only be enterecdlj.ir‘lt?o -with a fully offsetting amount of cash or
securities. Only securities authorized by this seét‘i'on, excluding those under subdivision 6,
paragraph (a), clauses (1) to 4 (3), may ?é éccepted as collateral or offsetting securities.

Subd. 2. Government obligations. The state board may is authorized to invest

funds in governmental bonds, notes, bills, niortga_t;ges, and other evidences of indebtedness
provided if the issue is backed by the full faith and credit of the issuer or if the issue
is rated among the top four quality ratinghcateg'or’ies by a nationally recognized rating
agency. The obligations in which the board may invest under this subdivision tnetude are
guaranteed or insured issues of faj: -

(1) the United States, its agencies, its instruinentalities, or organizations created
and regulated by an act of Congress; {-b} o K-

(2) the Dominion of Canada #nd or any of its provinces, provided the principal and

interest #s are payable in United States dollars: &y -
(3) any of the states and or any of Fh‘eir municipalities, political subdivisions,
agencies or instrumentalities; fd-)-the—-Infm&eml—*Bﬁnk—fer—Reeem&ﬂchm&

Comacn ot T¥ 0 eg T WP . Al

(4) any other United States government sponsored organization of which the United
States is a member, provided if the princiﬁal and interest s are payable in United States
dollars. '

Subd. 3. Corporate obligations. (a-l)m‘The state board mey is authorized to invest

funds in bonds, notes, debentures, transportation equipment obligations, or and any other
longer term evidences of indebtedness issued or guaranteed by a corporation organized

under the laws of the United States or any state éhereef of the United States, or the
Dominion of Canada or any Canadian provirice thercof-provided-that if:

Sec. 3. | N | H1555-E1
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02/07/12 04:50 PM UNOFE. ENGR. HF1555 | -
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(1) the principal and interest of (;bli‘g'ations“of corporations incorporated or organized
under the laws of the Dominion of Canada or any Canadian province fhereofshait-be
are payable in United States dollars; and h |

(2) the obligations shatt-be are . r'ai_ted_" am(_)ng"t_he top four quality categories by a
nationally recognized rating agency. -

(b) The state board may invest in mlirated c;orporate obligations or in corporate
obligations that are not rated among the top four quahty categories as provided m
paragraph (a), clause (2), provided-that if: |

(1) the aggregate value of these obhgatmns may does not exceed five percent of the
market or-book value-whicheveristess; of the fund for which the state board is investing;

(2) the state board's participation is }1m1ted to 50 percent of a single offering subject
to this paragraph; and | ﬁ o

(3) the state board's participation is limited to 25 percent of an issuer's obligations
subject to this paragraph. | '

Subd. 4. Other obligations. (a) The state board may is authorized to invest funds in

(1) bankers acceptances and dep(”)sit"nwot'es Mr&d—s-tafes-imﬂts-arc-lmte&-te—&mse
if issued by banks a United States bank that is rated in the highest four quahty categories

by a nationally recognized rating agency,
(2) certificates of deposit arc—inmted-fo—thosc if issued by iy a United States banks
and-savingsinstrtutrons-that-are bank or savmgs institution that is rated in the top four

quality categories by a nationally recovmzed rating agency or whose certificates of deposit

are fully insured by federal agencies:, or fn—} Cert1ﬁcates of deposits issued by a credit

unfens union in ameunts-up-to an amount within the limit of the insurance coverage

provided by the National Credit Union Acfmiﬁs;tfa_ttion;

(3) commercial paper jsHimited-to-thioss if: iésued by a United States corporations
corporation or ther its Canadian subsiéiéﬁes_.subsidigg[ and if rated in the highest two
quality categories by a nationally recogrﬁﬁed‘ rating agency;

(4) mortgage securities shalt-be and asset-backed securities if rated in the top four

quality categories by a nationally recogniZed rating agency:;
(5) eoHateral-for repurchase agreements and reverse repurchase agreements 1s

Himitedte if collateralized with letters of credit and or securities authorized in this section;

Sec. 3. Ty | H1555-E1
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(6) guaranteed investment contracts are-tmited-to-those if issued by an insurance

ecompantes company or banks a bank that'is rated in the top four quality categories by a

nationally recognized ratiﬁg agency or to altemative guaranteed investment contracts
where if the underlying assets comply with. the 'reéﬁircments of this section;

(7) savings accounts arc—}nmfcd—to-thﬁse if fully insured by a federal agenetes
agency; and

mattonatly-recogmzedrating-ageney guaré_mtjr fund certificates, surplus notes, or debentures

if issued by a domestic mutual insurance company.

(b) Sections 16A.58, 16C.03, sub'divisio’ri 4, and 16C.05 do not apply to certificates

of deposit and collateralization agreemeﬁfs:'execﬁfed by the state board under paragraph
(a), clause (2). |
(¢) In addition to investments authdriifed by paragraph (a), clause (4), the state board

mrary is authorized to purchase from the Miﬁnesota 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 state board 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 iésue, the amount of
mortgage loans then outstanding and riot m 'defauilt_ that have been made or purchased from
the proceeds of the bonds or notes. The state board may charge reasonable fees for any
such commitment and may agree to purcha‘sé the hlortgage loans at a price sufficient to
produce a yield to the state board comparable in 1ts judgment, to the yield available on
similar mortgage loans at the date of the bonds or notes The state board may also enter
into agreements with the agency for the investmént of any portion of the funds of the
agency. The agreement must cover the peried of the investment, withdrawal privileges,

and any guaranteed rate of return.

Subd. 5. Corporate stocks. The's_t_a'te board may is authorized to invest funds in
stocks or convertible issues of any corporation oréam'zéd under the laws of the United

States or the any of its states thereef, the Dominion of Canada or any of its provinees, or

any corporation listed on an exchange that 1s reoulated by an agency of the United States

or of the Canadian national vovenunent—rf—ﬂ&ereonfomto—d&c—foﬂawmg—prmmﬁs-

thrinvestments-shatt An investment in any corporation must not exceed five percent

of the total outstanding shares of mty-énc__that corporation, except that the state board may

Sec. 3. s H1555-E1
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hold up to 20 percent of the shares of a réal estate investment trust and up to 20 percent

of the shares of a closed-end mutual fund. |

Subd. 5a. Asset mix limitations. The aggregate- value of investments under

subdivision 5. plus the agorecate value of all investments under subdivision 6, must not

exceed 85 percent of the market value of a fund.

Subd. 6. Other investments. (a) In additlon to the investments authorized in
subdivisions 1 to 3, and subject to the ‘provzslons in paragraph (b), the state board may

1s authorized to invest funds in:

(1) ventare-capttal equity and debt i 1nvestment businesses through participation in

limited partnerships, trusts, private placements limited liability corporations, limited
liability companies, limited liability partnerships, and corporations;

(2) real estate ownership interests o:‘"‘loan's sbcﬁred by mortgages or deeds of trust or
shares of real estate investment trusts through investment in limited partnerships, bank

spomsored bank-sponsored collective funds, trusts, mortgage participation agreements,

and insurance company commingled accounts, including separate accounts;

45 (3) resource investments through limited paﬂ:nershipé, trusts, private placements,
limited liability corporations, limited 1iabi1ity companies, limited liability partnerships,
and corporations; and c

5 (4) international securities.

(b) The investments authorized in péfagraﬁh (a) must conform to the following
provisions: | o '

(1) the aggregate value of all mvest;ﬁents n;ade aeecording-to under paragraph (a),
clauses (1) to &4y (3), may not exceed 35 pércent of the market value of the fund for
which the state board is investing; R

(2) there must be at least four unrelated owﬁers of the investment other than the state
board for investments made under paragﬁ;}_i;:)h (a), ‘gla_use (1), (2), or (3)or-t4;

(3) state board participation in an iﬂ\}ésuneht vehicle is limited to 20 percent thereof
for investments made under paragraph’ (a) clause (l) (2) or (3)rer-t4); and

(4) state board participation in a hrmted partnershlp does not include a general
partnership interest or other interest involving general liability. The state board may not
engage in any activity as a limited partner Wthh E:reates general liability.

(c) All financial, business, or propr{étafy data collected, created, received, or

maintained by the state board in connection'with investments authorized by paragraph (a),

Sec. 3. L6 HI1555-E1
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clause (1), (2), or ¢4 (3), are nonpublic data under section 13.02, subdivision 9. As used
in this paragraph, "financial, business, bripr..oprieté;ry data” means data, as determined by
the responsible authority for the state boafd, that is of a financial, business, or proprietary
nature, the release of which could cause c;oinpeti'tive'haxm to the state board, the legal
entity in which the state board has invested or has considered an investment, the managing
entity of an investment, or a portfolio éompany in which the legal entity holds an interest.
As used in.this section, "business data” is data descﬂbed in section 13.591, subdivision 1.
Regardless of whether they could be considered financial, business, or proprietary data, the
following data received, prepared, used, or retained by the state board in connection with
Investments authorized by paragraph (a), Iclause (1), (2), or €43 (3), are public at all times:

(1) the name and industry group clans:si:ﬁ'catibnl of the legal entity in which the state
board has invested or in which the state bba;rd has“considered an investment;

(2) the state board commitment am'bun't, if any;

(3) the funded amount of the state board's commitment to date, if any;

(4) the market value of the investménf by the state board;

(5) the state board's internal rate of retum for the investment, including expenditures
and receipts used in the calculation of the i.ri'\)esﬁﬁént‘s internal rate of return; and

(6) the age of the investment in yea%é.‘ |

Subd. 7. Appropriation. There is ;inﬁually appropriated to the state board, from
the assets of the funds for which the state board'invests pursuant reiating to authorized

investments under subdivision 6, elause Qaréor,; aph (a), sums sufficient to pay the costs for

the management of these funds assets by private management firms.

EFFECTIVE DATE. This section is effective the day following final enactment.
Sec. 4. Minnesota Statutes 2010, se(:tioﬁ, 69.77, subdivision 9, is amended to read:
Subd. 9. Local police and paid ﬁre:;elief association investment authority.

(a) The funds special fund of the associaﬁi_bri must be invested in securities that are

authorized investments under section 356A,06, subdivision 6 or 7, whichever applies.

Sec. 4. IR H1555-E1
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the association may select and appoint a qualified private firm to measure management

performance and return on investment, and the firm shat must use the formula or formulas

developed by the state board under section 11A.04, clause (11).

(c) The governing board of the association may certify general fund assets of the

relief association for investment by the State Board of Investment in fixed income pools

Or in a separately managed account at the _disérefion of the State Board of Investment

as provided in section 11A.14.

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

Sec. 5. Minnesota Statutes 2010, septio'n 69.775, is amended to read:

69.775 INVESTMENTS.

(a) The special fund assets of a relief association governed by sections 69.771 to

69.776 must be invested in securities that are authorized investments under section

356A..06, subdivision 6 or 7, whichever am)llies-. '

Sec. 5. 8 L H1555-E1
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€6 (b) The governing board of the association may select and appoint a qualified

private firm to measure management performance and return on investment, and the

firm shalt must use the formula or formulas developed by the state board under section

11A.04, clause (11).

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

g

Sec. 6. Minnesota Statutes 2010, section 354A.08, is amended to read:

354A.08 AUTHORIZED INVESTMEN']"S-.

£y In addition to investments authorized under section 356A.06, subdivision 7, a

teachers retirement fund association mayr'réc'eive': hold, and dispose of+

1) real estate or personal property acquired by it, whether the acquisition was by

purchase; or any other lawful means, as providéd in this chapter or in the association's

articles of incorporatior:—and. -

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

Sec. 7. Minnesota Statutes 2010, se,‘cti(‘qn 356A.06, subdivision 6, is amended to read:

Sec. 7. .9

H1555-E1



10.3

10.4

10.5

10.6

10.7

10.8

10.9

10.10

10.11

10.12

10.13

10.14

10.15

10.16

10.17

10.18

10.19

10.20

10.21

10.22

10.23

10.24

10.25

10.26

10.28

10.29

10.30

10.31

10.32

10.33

10.34

10.35

10.36

02/07/12 04:50 PM UNOFF. ENGR. HFlSlSS g o
(1/31 LCPR ACTION, -1A, -19A) : f"f"ENSIONS H1555-E1

Subd. 6. Limited list of authorlzed mvestment securities. (a) Exceptto-the

extentotherwise-authortzed-by-taw; Authorltv ThlS subdivision specifies the investment
authority for a limited list plan. A lmnted list plan is a covered pension plan may-investits

e~miar that does not:

(1) have assets with a beok mar1;6t value in excess of $1,000,000;

(2) use the services of an investment advisor registered with the Securities and
Exchange Commission in accordance. with"she Ixivestment Advisers Act of 1940, or
registered as an investment advisof in acéordahce with sections 80A.58, and 80A.60, for
the investment of at least 60 percent of 1ts assets calculated on book market value;

(3) use the services of the State Board of Investment for the investment of at least 60
percent of its assets, calculated on ’occuk ma;rket value or

(4) use a combination of the services of an- mvestment adv1sor meeting the
requirements of clause (2) and the serwces of the State Board of Investment for the
investment of at least 75 percent of its assets calculated on book market value.

(b) Investment agency appomtment author.ltv. seeartttes-anthorized-for The
governing board of a covered pensionjplan covered-by-this-subdivistorrare: may select

and appoint investment agencies to act for or on its behalf.

(c) Savings accounts: similar vehicles. A limited list plan is authorized to invest in:

(1) certificates of deposit issued, to the extent of available insurance or
collateralization, by a financial institution. that is a member of the Federal Deposit
Insurance Corporation or the Federal Savmgs ‘and Loan Insurance Corporation, that is
insured by the National Credit Union Administration, or that is authorized to do business
in this state and has deposited with the’ chisf administrative officer of the plan a sufficient
amount of marketable securities as collateral in accordance with section 118A.03;

(2) guaranteed investment contracts, limited to those issued by insurance companies

or banks rated in the top four quality categories by a nationally-recognized rating agency

or to alternative guaranteed investment contracts where the underlying assets comply

with the requirements of this paragraph; and

(3) savings accounts,

Foamrinsurance-Corporation: limited to thp:se ful'lfr insured by federal agencies.

3> (d) Government-backed obligaﬁons. A limited list plan is authorized to invest

in governmental obligations as further spéci"ﬁed in'this paragraph, including bonds, notes,

Sec. 7. ST H1555-E1
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subdiviston-that morteases, and other evidences of indebtedness. if the issue is backed

by the full faith and credit of the issuer or if the issue is rated amone the top four gquality

rating categories by a nationally-recognized rating agency. The obligations in which plans

are authorized to invest under this paragraph are."guaranteed or insured issues of:

o o : .

(1) the United States, one of its agencies, one of its instrumentalities, or an

organization created and regulated by an 'act of Congress:

(2) the Dominion of Canada or one of its provmces if the principal and interest are

payable in United States dollars;

(3} a state or one of its municipalities. political subdivisions., agencies. or

instrumentalities: or

{4) any United States 0owarn:rnent—sponsored organization of which the United States

is 2 member if the principal and interest dre pavable in United States dollars.

£ (e) Corporate obligations. A lu_mted list plan is authorized to invest in corporate

obligations, including bonds, notes, débentires, er-crﬂ‘rer-regu}arlﬂy-xss-tred—an&-readrly

obligations, or any other longer-term evidcilces of indebtedness issued or cuaranteed by

a corporation oreanized under thé 1aws df thc United States or any of its states, or the

Dominion of Canada or any of its provmces if:

(1) the principal and interest are payable in Umted States dollars; and

Sec. 7. T | H1555-E1
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(2) the obligations are rated among 'the top four quality categories by a

nationally-recognized rating agency. - |

(f) Mutual fund authority, limited list authorized assets. Securities authorized

under paragraphs (¢) to (e) mav be owned-'difeétlj? dr through shares in exchange-traded

funds, or throueh open-end mutual funds,_: or as units of commingled trusts.

o) Extended mutual fund authority. Notwithstanding restrictions in other

paragraphs of this subdivision, a limited list plan‘is authorized to invest the assets of

the special fund in exchange-traded fu:dds a'nd_‘o-pén-end mutual funds, if their portfolio

investments comply with the type of securities authorized for investment under section

356A.06, subdivision 7, paragraphs (c) to (g) in;restinents under this paragraph must not

exceed 75 percent of the assets of the special fund, not including any money market

investments through mutual or exchange-traded funds.

(h) Supplemental fund adthbrftv. The ,éo*&eming body of a limited list plan may
certify special fund assets to the State 'Bdard of Investment for investment under section

11A.17.

(1) Assets mix restrictions. A lirilited list plan must conform to the asset mix

limitations specified in section 356A.06. subdivision 7.

EFFECTIVE DATE. This section 1s effective the day followine final enactment.

Sec. 8. Minnesota Statutes 2010, sectlon 356A 06 subdivision 7, is amended to read:

Subd. 7. Expanded list of authorlzed investment securities. (2) Authority.

B&cpt—te—thc—eﬁcnbothcmmﬂaenzeﬁay-}&w A covered pension plan not described by

subdivision 6, paragraph (a), is an expanded Ilst plan and shall invest its assets onty-tn
accordance-with as specified in this subd1v131on The governing board of an expanded list

plan may select and appoint investment ag;;nmes to act for or on its behalf.

(b) Securities generally; investlhent fo’r-m‘é_._ Fhe-eoveredpension An expanded list
plan has-the-anthority is authorized to paréhase, sell, lend, er and exchange the investment
securities speetfied-trparagraphs-ter-totiy auﬂloﬁzed under this subdivision, including

puts and call options and future contracts traded.on a contract market regulated by a

governmental agency or by a financial 1nst1tut1on regulated by a governmental agency.

These securities may be owned directly or through shares in exchange-traded or mutual

funds. or as units in commingled trusts-thatewnrthe-securittes-deseribed-inparagraphs<ey

nchuding-separate-aceounts, subject to any. limitations specified in this subdivision.

(c) Government obligations. Fhe-covered-penston An expanded list plan meay

is authorized to invest funds in governmental bonds, notes, bills, mortgages, and other

Sec. 8. EERTE H1555-E1
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evidences of indebtedness if the issue is backed by the full faith and credit of the issuer or
the issue is rated among the top four quality ‘ratin;g categories by a nationally recognized
rating agency. The obligations in which funds Iﬁ;y be mvested under this paragraph
inehude are guaranteed or insuréd issues of: |

(1) the United States, one of its agcric_.ies, ;Qy_':@__gi‘its instrumentalities, or ergantzations
an organization created and regulated by an act of Congress;

(2) the Dominion of Canada and or one of ifs provinces;provided if the principal

and interest 1§ are payable in United States dollars
(3) the-states—and-their a state or.one of 1ts mumc1paht1es political subdivisions,

agencies, or instrumentalities; and

a United States ; ' govermnént—sponsored organization of
< o> . =5 &

which the United States is a member;-provided if the principal and interest s are payable
in United States dollars. | _

(d) Investment_-gfade corporate ob‘ijgatiqps_. The-eoveredpension An expanded
list plan mrary is authorized to 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 of its states, or the Dominion of Canada or any provinec-thereof of its provinces if

United States dollars; and
(2) the obligations must-be are rated;:among the top four quality categories by a

s

nationally recognized rating agency.

(e) Below-investment-erade corporate obligations; An expanded list plan is

authorized to invest in unrated corporate obl'ig'ations or in corporate obligations that are

not rated among the top four quality categories bv a nationally recognized rating agency if:

(1) the aporegate value of these ob11gat10ns does not exceed five percent of the

covered pension plan's market value; ~

(2) the covered pension plan's participation is limited to 50 percent of a single

offering subject to this paragraph; and

(3) the covered pension plan's Qa_rticipation is limited to 25 percent of an issuer's

obligations subiject to this paragraph.

Sec. 8. _ 13 H1555-E1
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£ey (f) Other obligations. (1) %e—cevercd—pensmn An expanded list plan may is

authorized to invest funds in-bankers-s

(1) bankers acceptances and depoéit notes of-Bnited-States-banks areHmited-to-those
if issued by banks a United States bank tﬂat is rated in the highest four quality categories

by a nationally recognized rating agency;
(11) certificates of deposn: are—lﬂmteé—te—theee if issued by ) a United States
banksand bank or savings mstxfttt-rm-rs-ﬂ'ra-bare institution rated in the highest four quality

categories by a nationally recognized ratiiig agency or whose certificates of deposit are

fully insured by federal agenciess, or {BY if issued by a credit unions union in ameunts

tp-te an amount within the limit of the insurance coverage provided by the National
Credit Union Administration; | '

(iii) commercial paper rs-lnmted-to-&rese if issued by a_ United States corporations
corporation or thetr its Canadian subsidtartes subsidiary and if rated in the highest two

quality categories by a nationally recognized rating agency;

and asset-backed securities if rated in the top four quality categories bv a nationally

recognized rating agency;

(v) colateral-for repurchase agreements and reverse repurchase agreements 1s

Hmited—te if collateralized with letters of credit an& or securities authorized in this section;

(vi) guaranteed investment contracts aré&m:rted—te—t:lﬂrese if issued by an insurance

compantes company or bards a bank that is rated in the top four quality categories by a
nationally recognized rating agency or te%lte'mdtive guaranteed investment contracts
where if the underlying assets comply withthe requirements of this subdivision;

(vii) savings accounts are-timited-to-those if fully insured by a federal agenetes
agency; and | |

(viii) asse
nattonatty-recognized rating-ageney: guara_nty fund certificates, surplus notes, or debentures

if issued by a domestic mutual insurarice company.

Sec. 8. Y H1555-E1
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(2) Sections 16A.58, 16C.03, sﬁbdi\%ision 4, and 16C.05 do not apply to certificates
of deposit and collateralization agreémerits executed by the covered pension plan under
clause (1), item (ii). . | .
(3) In addition to investments authbﬁz‘cd by élause (1), item (1v), the-coveredpenston

an expanded list plan may is authorized to purchase from the Minnesota Housing Finance

Agency all or any part of a pool of residential moﬁgagés, not in default, that has previously
been financed by the issuance of bonds ‘o"r notes of the agency. The covered pension plan
may also enter into a commitment with ‘the“agenéy, 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 outstandmg 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 comm1t;mcnt and may agree to purchase the mortgage
loans at a price sufficient to produce a yield to thé covered pension plan comparable, in
its judgment, to the yield available on smular mortgage loans at the date of the bonds or
notes. The covered pension plan may also cﬁfer into agréements 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.

5 (g) Corporate stocks. Theeovered-penstorr An expanded list plan may is

authorized to invest funds in stocks or convertible issues of any corporation organized

under the laws of the United States or the any of its states thereef, any corporation
organized under the laws of the DOminioﬁ of Canada or any of its provinces, or any

corporation listed on an exchange that is regulated by an agency of the United States or of

the Canadian national government-tf-they-conformto-thefoHtowing provistons:,

2rinvestroents An investment in an"-y -corporation must not exceed five percent of

the total outstanding shares of amy-oene that corporatmn except that an expanded list plan

may hold up to 20 percent of the shares of a real estate investment trust and up to 20

percent of the shares of a closed mutual furid.

Sec. 8. s H1555-E1
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€& (h) Other investments. (1) In addition to the investments authorized in
paragraphs (b) to ) (g), and subject t_cg the provis.idns in clause (2), the-covered-penston

an expanded list plan may is authorized_td invest funds in:

(1) venture-eapttat equity and debt investment businesses through participation in

limited partnerships, trusts, private placements, limited liability corporations, limited

liability companies, limited liability partneljSh'ips. and corporations;

(ii) real estate ownership interests or loans secured by mortgages or deeds of trust or

shares of real estate investment trusts. through investment in limited partnerships er-bank

sponsered, bank-sponsored collective funds, trusts, mortegage participation agreements.

and insurance companyv commingled accounts, including separate accounts;

vy (iii) resource investments through limited partnerships, trusts, private

placements, limited liability corporations, limited liability companies, limited liability
partnerships, and corporations; and |
€¥ (iv) international deb{—seeurr&es—md—emerem&mket-cquﬁy securities.

(2) The investments authorized 1 1n clause %)) must conform to the following
provisions:

(1) the aggregate value of all 1nvestments made aceordingto under clause (1),
s items (i). (ii). and (iii), may not

exceed 26 35 percent of the market value of the fund for which the eovered-penston

expanded list plan is investing;

Sec. 8. s H1555-E1
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(ii) there must be at least four unrelated owners of the investment other than the
covered-penston expanded list plan for investrents lmade under clause (1), item (1), '(ii),
or (1i)y-erf1vy;

(iii) cevered-pmmp—l—m the expanded list plan's participation in an investment
vehicle is limited to 20 percent thereof for investments made under clause (1), item (i),
(ii), or (iii)-or-tivy-and -

(1v) covered-pension—plan the expanded 11st plan's participation in a limited

partnership does not include a general partnershlp interest or other interest involving

general liability. The eeveredpenston expanded list plan may not engage in any activity

as a limited partner which creates oenérai li'ébility=' and

(v) for volunteer firefighter relief assomatlons emereine market equity and

international debt investments authonzed under clause (1), item (iv), must not exceed 15

percent of the association's special fund market value.

(i) Supplemental plan 1nvestments The govermng body of an expanded list plan

may certify assets to the State Board of InVestment for investment under section 11A.17.

(1) Asset mix limitations. The aggregate value of an expanded list plan's

investments under paraeraphs (¢) and (h):and equity investments under paragraph (i),

regardless of the form in which these invés‘tments are held. must not exceed 85 percent of

the covered plan_'s market value.

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

Sec. 9. INVESTMENT AUTHORITY TRANSITION PROVISION.

If anv investment by the State Bo_ard of Investment or any covered pension plan fund

was an authorized investment under law in effect ‘immediatelv before the effective date

of applicable sections of this act, but i 18 not authorlzed by this act. the applicable assets

must be liguidated before June 30, 2013

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





