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Sec. 3. Minnesota Statutes 1986, section 617.296, is amended by adding a 
subdivision to read: 

Subd. _l_g PENALTY FOR DISPLAY OF HARMFUL MATERIALS. A 
violation o_f section 617.293, subdivision 2, i_s _a misdemeanor. 

Sec. 4. EFFECTIVE DATE. 
Sections _l_ _t_g § gg effective August _1_, 198; and apply t_o crimes committed 

on Q after th_at date. 
Approved April 6, 1988 

CHAPTER 453-——H.F.No. 1806 

An act relating to state agencies; amending and repealing various statutes administered 
by the state board of investments; amending Minnesota Statutes 1986, sections 11A.17, 
subdivisions 1, 4, 9. 11, and 14; 1IA.19, subdivision 4; and 352D.04, subdivision 1; Minneso- 
ta Statutes 1987 Supplement, sections 11.4.24, subdivisions 4 and 6; 136.81, subdivision 3,- 

and 353D. 05, subdivision 2; repealing Minnesota Statutes 1986, section I1A.17, subdivisions 
12 and 13. 

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MINNESOTA: 
Section 1. Minnesota Statutes 1986, section 1lA.17, subdivision 1, is amended 

to read: 

Subdivision 1. ES=I1A:BI_-:ISI-IM-EN1I3 PURPOSE. iliher-e is hereby estab- 
lished e IQ purpose gf tl1_e supplemental investment fund for the purpose of 
providing _i_s_ _t_g provide an investment vehicle for the assets of various public 
retirement plans and funds. This The fund she-ll eensist consists of seven Q 
investment accounts: an income share account, a growth share account, a bend 
aeeeun-t; a money market account, a guaranteed return account, a bond market 
account, and a common stock index account. The supplemental investment 
fund shall be _i_§ a continuation of the supplemental retirement fund in existence 
on January 1, 1980. 

See. 2. Minnesota Statutes 1986, section l1A.l7, subdivision 4, is amended 
to read: 

Subd. 4. INVESTMENT. The assets of the supplemental investment fund 
shall must be invested by the state board subject to the provisions ef section 
11A.24; provided, however, that: 

(1) the bond market account and the bend money market account shall 
must be invested entirely in debt obligations;_', 
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Q) the growth share account and the common stock index account may be 
invested entirely in corporate stocks; and 

(-2-) Q) the guaranteed return account may be invested entirely in guaranteed 
investment contracts: and 

Sec. 3. Minnesota Statutes 1986, section 11A.l7, subdivision 9, is amended 
to read: 

Subd. 9. VALUATION OF INVESTMENT SHARES. The value of invest- 
ment shares in the income share account, the growth share account, the bond 
market account, and the common stock index account shall E; be determined 
by dividing the total market value of the securities constituting the respective 
account by the total number of shares then outstanding in the investment account. 
The value of investment shares in the money market account and the guaranteed 
return account shall be is $1 pera share. The value efi-nvest-meat shares in the 
bendee%untshaHbe$§pershafe:previded;hewe¥eg#‘theeeeeuntsharesare 
redeemedbyapubfieretirementfundpfiertetheexpirafieneftheaaultiyeaf 
periedsetbythebeardferthepaymenteftheapplieableassumedratefihe 
val-ue eftl-1e i-avast-men-t shares shall be at market value: Terms as to withdrawal 
schedules will be agreed upon by the public retirement fund and the state board. 

Sec. 4. Minnesota Statutes 1986, section 1lA.l7, subdivision 11, is amended 
to read: 

Subd. 11. PROSPECTUS. Annually, on er before July -1- by ggly g, the 
state board shall prepare and shall issue a prospectus for the supplemental 
investment fund with separate exhibits for each investment account. The exhib- 
it for each account shall list for mug include i_t§ investment objectives, ‘E 
allocation, a_n<_i 1% investment performance. Upon reguest, _t_l§ board gall 
provide _a 1i_st _c_>_f_‘ each security representing the eufient assets of the aeeeunt Q 
t_l_1§ fi_1_n_d aii the following items, whichever are applicable: 

(1) The purchase price of the security; 

(2) The current market value of the security; 

(3) The current dividend or interest rate of the security; 

(4) The rating of a debt security issued by a nationally recognized rating 
agency if it is other than a security issued or guaranteed by the United States 
government. 

n=tentalin¥estmeatfund= 

The state board shall transmit sufficient copies of the prospectus shall be 
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transmitted to each public retirement plan or fund participating in the supple- 
mental investment account to meet the plan or fund’s distribution requirements. 
Ten copies of the prospectus aha-li E; be filed with the director of the legisla- 
tive reference library. 

Sec. 5. Minnesota Statutes 1986, section 11A.l7, subdivision 14, is amended 
to read: 

Subd. 14. PROCEDURES FOR DISTRIBUTION OF INCOME FOR 
MONEY MARKET ACCOUNT, BOND AGGOI-.IN5I‘—, AND GUARANTEED 
RETURN ACCOUNT. At the end of each fiscal year, and as often as at 
times _t_hLt the state board shall: in additien might determine appropriate, the 
state board shall determine the earnings of the money market account; $1 the 
guaranteed return account; and the bend aeeeunt. Notwithstanding the previ- 
siens of section +1-Ar.-1-2; The earnings shall rflst be used to purchase additional 
shares in the respective accounts on behalf of each participating public retire- 
ment plan or fund. 

Sec. 6. Minnesota Statutes 1986, section l1A.19, subdivision 4, is amended 
to read: 

Subd. 4. INVESTMENT. The assets of the variable annuity investment 
fund shall must be invested by the state board subject to the previeiens of 
section 1lA.24 except that: 

(a-) (_l__) up to 100 percent of the book value may be invested in corporate 
stocks; 

(la) Q) up to six percent of the book value may be invested in the stock of 
any one corporation: 

(e)Uptetenpereeatefthebeekvaiuemaybeinvestediaeerperatesteeks 
" 

-5. 

Sec. 7. Minnesota Statutes 1987 Supplement, section 11A.24, subdivision 
4, is amended to read: 

Subd. 4. OTHER OBLIGATIONS. (Q) The state board may invest funds 
in bankers acceptances, certificates of deposit, commercial paper, mortgage par- 
ticipation certificates and pools, 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: 

(a) Q) bankers acceptances of United States banks shail be are limited to 
those issued by banks rated in the highest four quality categories by a nationally 
recognized rating agency; 

(19) Q) certificates of deposit shall be 113 limited to those issued by United 
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States banks and savings institutions that are rated in the highest four quality 
categories by a nationally recognized rating agency or whose certificates of depos- 
it are fully insured by the Federal Deposit Insurance Corporation or the Federal 
Savings and Loan Insurance Corporation: -Seet-iens -l-6A-58 and -l-613-96 do net 
apply te eertifieetiens of deposit and agreements executed by 
the state beard; 

(e) Q) commercial paper shall be is limited to those issued by United States 
corporations or their Canadian subsidiaries an_d shall be rated in the highest two 
quality categories by a nationally recognized rating agency; 

(el) (51) mortgage participation or pass through certificates evidencing inter- 
ests 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 all other respects meets the require- 
ments of section 61A.28, subdivision 3: In the state board may 
pnrehasefremthelvfinnesetebeusingfinaneeageneyeflerenypafiefenypeel 

theisstxaneeefbertdseriaeteseft-heageiaey= 5Fhest-atebeardnaaya-lseenter 
inteeeemmitmemvdtheheagenefiatthetbneofanyissueefbendsernetes; 
tepufeha9eataspeei§ed£aturedete;netexeeeding4%yeers£remtheéeteef 
theissae;%heameuntefmefigegeleansthen'eutstaaéingandnetindefau+t; 
whiehhavebeenmadeerpurebasedfiemthepreeeedseftbebendsernetes: 
¥hestatebe&rdmayehargereaseaablefeesfere&ysuebeemmiHnent;anémay 
agreetepurehasethemefigegeleaasatepfieesuehthattheyieldthementetbe 
statebeardwiflginitsjuégmentybeeemparabletetbatavailableensimilar 
mertgageleansatt-heelateeft-hebendsernetesr 5Fhestetebea1=dma=ya-lseenter 
inteegfeementswdththeageneyibrtheimestmentefanypertienefthefunds 

guarenteedrateefretumgifanyeasmaybeegreedbetweeneheetatebearéené 
the aeeney; 

(e) Q) collateral for repurchase agreements and reverse repurchase agree- 
ments shall be § limited to letters of credit and securities authorized in this 
section; 

(-9 (Q guaranteed investment contracts shall be Q limited to those issued 
by insurance companies 9; banks rated in the top four quality categories by a 
nationally recognized rating agency; 

(g) (1) savings accounts shall be gfi limited to those fully insured by the 
Federal Deposit Insurance Corporation or the Federal Savings and Loan Insur- 
ance Corporation. 

Q1) Sections l6A.58 gp_c_l 16B.06 Q not apply t_o certifications o_f deposit@ 
collateralization agreements executed by _th_e state board under paragraph (ah 
clause Q)_. 
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(e) he addition tp investments authorized py paragraph (eh clause (1); the 
state board may purchase from th_e Minnesota housing finance agency _a_l_l g fly 
p_a_1t 9_f e po_c>l o_f residential mortgages, 1_1o_t i_n default, get h_a_§ previously peep 
financed hy the issuance o_f bonds g notes o_f t_h_e_ agency. 1 st_ate board fly 
a_ls_q iii; e commitment @ the agency, et the ti_rr_1e o_f a_ny issiue pt‘ bonds g notes, te purchase a_t e specified future d_z1’t_e, n_ot exceeding tg fig the 
gal pf the issue, the amount pt‘ mortgage 1_o_a_n§_ fle_n outstanding gfll po_t i_n_ 
default get tg peep made _o_r purchased _fr_o__rr_1 the proceeds o_f t_l1e_ bonds 9_r 
notes. Ihe gtztte board trgy charge reasonable teee fee gpy s_ueh commitment 
§£1 trey egge _t2 purchase me mortgage l_o_a_n§ a_t e E sufiicient tg produce e 
ytel_d tg _t_he state board comparable, i_n _i_te iudszment te the @ available 9_1t 
similar mortgage leeip gt the _<_l_gte gt‘ me bonds pt notes. lite s_t_a_t_e board Ey 
also enter into agreements with the agency Qt t:h_e investment o_f fly portion _<_)_f 
t_he funds gt‘ tfi agency. The agreement must cover ’ch_e period 9_f th_e invest- 
ment, withdrawal privileges, etg erty guaranteed rate o_f return. 

Sec. 8. Minnesota Statutes 1987 Supplement, section llA.24, subdivision 
6, is amended to read: 

Subd. 6. OTHER INVESTMENTS. (a) In addition to the investments 
authorized in subdivisions 1 to 5, and subject to the provisions in clause (b), the 
state board may invest funds in: 

(1) Venture capital investment businesses through participation in limited 
partnerships and corporations; 

(2) 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; 

(3) Regional and mutual funds through bank sponsored collective funds and 
open-end investment companies registered under the Federal Investment Com- 
pany Act of 1940; 

(4) Resource investments through limited partnerships, private placements 
and corporations; and 

(5) Debt obligations not subject to subdivision 3; £1 
(_6_) International securities. 

(b) The investments authorized in clause (a) may only be made ifthey must 
conform to the following provisions: 

(1) The aggregate value of all investments made according to clause (a) shall 
may not exceed 35 percent of the market value of the fund for which the state 
board is investing; 

(2) There shall must be at least four unrelated owners of the investment 
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other than the state board for investments made under paragraph (a), clause (1), 
(2), (3), or (4); 

(3) State board participation in an investment vehicle shall be i_s limited to 
20 percent thereof for investments made under paragraph (a), clause (1), (2), (3), 
or’ (4); and 

(4) State board participation in a limited partnership does not include a 
general partnership interest or other interest involving general liability. The 
state board shall r_n3y not engage in any activity as a limited partner which 
creates general liability. 

Sec. 9. Minnesota Statutes 1987 Supplement, section 136.81, subdivision 
3, is amended to read: 

Subd. 3. (g) Each person described in section 136.80, subdivision 1, may 
elect to purchase shares in one or a combination of the income share account, 
the growth share account, the money market account, the bond market account, 
gig guaranteed return account, or the common stock index account established 
in section llA.l7. The person may elect to participate in one or more of the 
investment accounts in the fund by specifying, on a form provided by the 
executive director of the teachers retirement fund, the percentage of salary 
deductions and state matching funds to be used to purchase shares in each of the 
accounts. 

(Q) Twice in any calendar year, eeeh 3 person described in section 136.80, 
subdivision 1, may indicate in writing on forms provided by the teachers retire- 
ment association a choice of options for subsequent purchases of shares. After 
a choice is made, and until a different written indication is made, the executive 
director shall purchase shares in the supplemental fund as selected. A change in 
choice of investment option options is effective no later than the first pay date 
that eeeurs -30 or more days after tli_e gs; pf E month following receipt of the 
request for a change. 

(Q) Qpe month before gig & o_f g _rpe_vy guaranteed investment contract, _a 
person described i_n section 136.80, subdivision 1, _m_ay <al_e<:_t Q transfer a_1l g Q 
portion o_f _tge_ participant’s shares previously purchased in fig income share, 
growth share, common stock index, bond market, g money market accounts t_o 
th_e E guaranteed investment contract i_n th_e guaranteed return account. I_f 3 
partial transfer is made, a minimum pf $1,000 mpst be transferred apg a mini- 
p1_u_m_ balance 91‘ $1,000 mpst remain i_n 315 previously selected invest- 
mp)’: options. Upon expiration o_f g guaranteed investment contract, _t_l1_e_ partici- 
pant’s shares attributable Q th_at contract must l_3_e transferred t_o-Q p§yv_ guaranteed 
investment contract unless tl1_e executive director i_s otherwise directed py tlt_e 
participant. Shares ip fig guaranteed return account may n_ot pg withdrawn _f_‘r'<)_m 
1h_e_ £1;n_d Q transferred t_o another account u_nt_il g1_e_ guaranteed investment 
contract E exnired, unless _’th_e participant qualifies Q‘ redemption o_f shares 
under section 136.82, subdivisions 1 El ; 
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(<_i) Twice in any calendar year a person described in section 136.80, subdi- 
vision 1, may also change the investment options selected for all or a portion of 
the person’s shares previously purchased _i_n accounts E gig guaranteed 
return account. If a partial transfer is made, a minimum of $1,000 must be 
transferred and a minimum balance of $1,000 must remain in the previously 
selected investment option. Before Janua 1, 1989, a change is restricted to a 
transfer from one or more accounts to a single account. Changes in investment 
options for the person’s shares must be effected t_lpe_ _fi_1;§j;_ p_f th_e month following 
1l_xp receipt _<_>_f g reguest Q _a change _o_r as soon as cash flow to an account 
practically permits but not provided a_1l changes Q made n_o later than six 
months after the requested ehange receipt o_f _a reguest. 

(53) If a person fails to indicate a choice as provided herein _ip gs section, 
the executive director of the teachers retirement fund shall purchase shares in 
the income account of the Minnesota supplemental retirement investment fund 
for the eeming year ppt_il Q different written indication i_s made py th_e person. 
The shares so purchased shall m_11s;t_ stand in the name of the board of trustees of 
the teachers retirement fund, but a record shall mpt be kept indicating the 
number of shares in each account of the Minnesota supplemental retirement 
investment fund purchased with the salary deductions and state matching funds 
attributable to the salary deductions of each person. The record shall he § 
known as the “employee’s share account record.” The employee’s share account 
record shall mpst show, in addition to the number of shares therein _ip me 
account, any cash balance of salary deductions or state matching funds attributa- 
ble to those deductions which that stands uninvested in shares. 

Sec. 10. Minnesota Statutes 1986, section 352D.04, subdivision 1, is amended 
to read: 

Subdivision 1. (Q) An employee exercising an option to participate in the 
retirement program provided by this chapter may elect to purchase shares in one 
or a combination of the income share account, the growth share account, the 
money market account, the bond market account, tl1_e guaranteed return account, 
or the common stock index account established in section 11A.17. The employ- 
ee may elect to participate in one or more of the investment accounts in the 
fund by specifying, on a form provided by the executive director, the percentage 
of the employee’s contributions provided in subdivision 2 to be used to purchase 
shares in each of the accounts. 

(13) Twice in any calendar year, each g participant may indicate in writing 
on forms provided by the Minnesota state retirement system a choice of options 
for subsequent purchases of shares. illhereefter Until a different written indica- 
tion is made by sueh tl1_e participant, the executive director shall purchase shares 
in the supplemental fund as selected by the participant. If no initial option is 
chosen, 100 percent income shares shall m_ust be purchased for a participant. A 
change in choice of investment option shall he is effective no later than the first 
pay date first occurring after 30 days following the receipt of the request for a 
change. ' 
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(9) lg month before th_e E o_f Q Q guaranteed investment contract, Q 
partic pant Q former participant Ey elect t_o transfer a_ll g Q portion pf tpq 
partic pant’s shares previously purchased i_n th_e income share, growth share, 
common stock index, bond market, o_r money market accounts _t_g_ _t_l_1Q Qe_v_v 
guaranteed investment contract Q §l_1Q guaranteed return account. E Q partial 
transfer _iQ made, Q minimum 91‘ $1,000 must b_e transferred g Q minimum 
balance pf $1,000 must remain ip gig previoi§l_y selected investment options. Upon expiration o_f Q guaranteed investment contract, th_e participant’s shares 
attributable t_o tpzp contract must b_e transferred tg Q E: guaranteed investment 
contract unless gh_e executive director § otherwise directed l_:>y fig participant. 
Shares pg _t_hQ guaranteed return account Ey p_o_t_ pg withdrawn from t_h_e_ fpgd pg 
transferred t_o another account until @ guaranteed investment contract E expired, unless thp participant gualifies £9; withdrawal under section 352D.05 g Q‘ benefit payments under sections 352D.06 t_o_ 352D.O75. 

(Q) Twice in any calendar year a participant or former participant may also 
change the investment options selected for all or a portion of the participant’s 
shares previously purchased i_n accounts other gag gr; guaranteed return account. 
However, if a partial transfer is made a minimum of $1,000 must be transferred 
and a minimum balance of $1,000 must remain in the previously selected 
investment option. A ehange is restr-ieted to a transfer from ene or more 
eeeeunts to a single aeeeun-t—. Changes in investment options for the partici- 
pant’s shares shall must be effected as soon as cash flow to an account practically 
permits, but not later than six months after the requested change. 

Sec. 11. Minnesota Statutes 1987 Supplement, section 353D.05, subdivi- 
sion 2, is amended to read: 

Subd. 2. INVESTMENT OPTIONS. (a) An individual participant may 
elect to purchase shares in the income share account, the growth share account, 
the money market account, the bond market account, tl1_e guaranteed return 
account, or the common stock index account established by section l1A.17, or a 
combination of those accounts. The participant may elect to purchase shares in 
a combination of those accounts by specifying the percentage of contributions to 
be used to. purchase shares in each of the accounts. 

(b) Twice in a calendar year, a participant may indicate in writing a choice 
of options for subsequent purchases of shares. illlaereat-‘set-, Until the participant 
makes a different written indication, the executive director of the association 
shall purchase shares in the supplemental investment fund or funds specified by 
the participant. If no initial option ‘is indicated by a participant, the executive 
director shall invest all contributions made by or on behalf of a participant in 
the income share account. A choice of investment options is effective no later 
than the first pay date first occurring more than 30 days after receipt of the 
written choice of options. 

(c) Qg month before flip o_f Q Ev guaranteed _investment contract, Q 
participant Ey elect t_o transfer a_ll g Q portion pf th_e participant’s shares 
previously purchased i_n th_e income share, growth share, common stock index, 
bond market, g money market accounts tp th_e E guaranteed investment 
contract Q th_e guaranteed return account. If Q partial transfer is made, Q minimum o_f $500 must Q transferred all Q minimum balance Qf $500 must 
remain Q thp previously selected investment options. Upon expiration o_f Q 
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guaranteed investment contrag, me participant's shares attributable tp 1%Q 
t_rz1_<:t must Q transferred t_o p EL guaranteed investment contract unless gig 
executive director Q otherwise directed l_)y tfi participant. Shares i_n 1Z_l_1_§_ guaran- g return account _n_1_ay n_ot_ pg withdrawn from ;l_1_g fund g transferred tp 
another account u_n1i_l gig guaranteed investment contract @ expired, unless th_e 
ppgicipant qualifies fpr g benefit payment under section 353D.07. 

(Q) Twice in a calendar year, a participant or former participant may also 
change the investment options selected for all or a portion of the individual’s 
previously purchased shares i_n accounts other @ the guaranteed return account. 
If a partial transfer of previously purchased shares is selected, a minimum of 
$500 must be transferred and a minimum balance of $500 must remain in the 
previously selected investment option. A ehange may be made eel-y from one 
aeeeunteraeembinatienefaeeeuntsteesingleaeeeunt: A change under this 
paragraph is effective as soon as cash flow to an account permits, but not later 
than six months from the requested change. 

Sec. 12. REPEALER. 
Minnesota Statutes 1986, section 11A.17, subdivisions _1__2_ fld _1_3_, g_e_ repealed. 
Sec. 13. EFFECTIVE DATES. 
Sections 1 t_o _8_ §._l_1_(_1_ _1_g a_r_§ effective t_hp _d_ay following E enactment. 

Section _9_ _i_§ effective tl1_e fly following fi_nz_1l enactment except glgpt contributions g transfers t_o _t;h_e guaranteed return account flty pg; _b_e made before November 
1, 1989. Sections Q all _1_1 pg effective fig _d_ay following E enactment 
except E contributions g transfers t_o th_e guaranteed return account flyQ 
b_e made before November 1, 1988. 

Approved April 6, 1988 

CHAPTER 454—H.F.No. 1867 
An act relating to Washington county; repealing a provision for county board expenses: 

repealing Laws 1965, chapter 524, as amended. 

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MINNESOTA: 
Section 1. REPEAL. 
Laws 1965, chapter 524, as amended py Laws 1967, chapter 813, section _2_, 

_i_§ repealed. 

Sec. 2. LOCAL APPROVAL. 
T_h1§ a_ct; takes effect th_e _d_ay after _tj1_e_ Washington county board complies 

with M,,nnesota Statutes, section 645.021, subdivision ; 
Approved April 6, 1988 
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