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Sec. 64. CONTRACT LIABILITY. 
£11 procurement contract involving the department of administration that (1) was 

entered into before March 1, 1996, and (2) vfiuld be breached without the partT<§pEi_oi1'(')'f 
the Minnesota state colleges and universities Q determined by the attorney general, shall 
r<eTr1ai11i11 effect until E fififtfne that Minnesota state colleges E universities can E excluded without liability. 

Sec. 65. TRANSITIONAL BARGAINING. 
Changes authority of the board o_f trustees to negotiate contracts under section Q apply t_o negotiations E contracts th_e period beginning July L 1999. 
See. 66. REPEALER. 
Minnesota Statutes 1994, sections 137.03; 137.05; 137.06; 137.07; 137.08; 137.11; 

137.14; 137.15; and 137.33; Minnesota Statutes 1995 Supplement, section 136F.59, 
division 1, are repealed. 

Sec. 67. EFFECTIVE DATE. 
Sections 1, 2, 5 to 11, 14, 15, 26 to 31, 33 to 38, 41 to 46, 48, and 53 to 66 are effective 

“Edfl f°11°.W. 7L.n_T_fW. —.e *°_tm<=_nt35ti_<>uS_i_4_,£ 1_3*71__6't_°2_4,§&§9Ii0__>:*Lfl£2t_° 

52 am effective [Lily L 1996. Section g effective January 1, 1997. 

Presented to the governor March 29, 1996 

Signed by the governor April 2, 1996, 10:10 a.m. 

CHAPTER 399-H.F.No. 1567 
An act relating to public funds; regulating the deposit and investment of these funds, and agree- 

ments related to these funds; requiring a study; making conforming changes; amending Minnesota 
Statutes 1994, sections 6. 745, as amended; 103E. 635, subdivision 8; 121.148, subdivision 4; 
13611.32, subdivision 7; 385. 07; 447. 49; 469.012, subdivision 1; 469.155, subdivision 15; 473.197, 
subdivision 4; 4 73. 543, subdivision 3; and 475. 51, subdivision 1; Minnesota Statutes 1995 Supple- 
ment, section. 473.900, subdivision 3; proposing coding for new law as Minnesota Statutes, chapter 
118A; repealing Minnesota Statutes 1994, sections 118.005; 118.0]; 118. 02; 118.08; 118.09; 
118.10; 118.11; 118.12; 118.13; 118.14; 118.16; 124.05; 471.56; 475.66, as amended; and 475. 76. 

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

ARTICLE 1 

PUBLIC FUNDS 
Section 1. Minnesota Statutes 1994, section 6.745, as amended by Laws 1995, chap- 

ter 134, section 1, is amended to read: 
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6.745 SUMMARY BUDGET DATA TO THE STATE AUDITOR. 
Subdivision 1. CITIES. Annually, upon adoption of the city budget, the city council 

of each home rule charter or statutory city shall forward summary budget information to 
the office of the state auditor. The summary budget information shall be provided on 
forms prescribed by the state auditor. The office of the state auditor shall work with repre- 
sentatives of city government to develop a budget reporting form that conforms with city 
budgeting practices and provides the necessary summary budget information to the of- 
fice of the state auditor. The summary budget data must include separately any net unreal- 
ized gains or losses from investments. The summary budget data shall be provided to the 
o_ffi-ce—of_tle state no later than January 31 of each budget year. 

Subd. 2. COUNTIES. Annually, upon adoption of the county budget, the county 
board shall forward summary budget information to the office of the state auditor. The 
summary budget information shall be provided on forms prescribed by the state auditor. 
The office of the state auditor shall work with representatives of county government to 
develop a budget reporting form that conforms with county budgeting practices and pro- 
vides the necessary summary budget information to the office of the state auditor. The 
summary budget data must include separately any net unrealized gains or losses fromTn- 
vestments. The sumjmary budget data shall be pKiHed to the office of thestate aufimffi 
later than December 31 of the year preceding each budget year. 

Sec. 2. [118A.01] PUBLIC FUNDS; DEPOSITORIES AND INVESTMENTS. 
Subdivision DEFINITIONS. Lire definitions section apply to sections 

1l8A.01 t_o 118A.06. 

Subd. 2. GOVERNMENT ENTITY. “Government entity” means a county, city, 
town, schocf district, hospital district, public authority, public corporation_, public co}? 
mission, special district, any other political subdivision, except an entity whose invest- 
ment authority specifi¢=.d—11nder chapter 11_A or 356A.

- 
Subd. FINANCIAL INSTITUTION. “Financial institution” means 2_t savings 

association, commercial bank, trust company, credit union, g industrial lfl and thrift 
company. 

Subd. 4. PUBLIC FUNDS. “Public funds” means all general, special, permanent, 
trust, and other funds, regardless g source or purpose, he-ldg administered by a govem- 
ment entity, unless otherwise restricted. 

Sec. 3. [118A.02] AUTHORIZATION FOR DEPOSIT AND INVESTMENT. 
Subdivision 1. The governing body of each government entity shall designate, as a 

depository of its fFnd—s,_one or more finan—cia—lHstitutions. The goverrfig body mayau: 
thorize the treasurer or cfiaffinancial officer to (1) designate—depositories of the_E1dT; 

(2) makEnvestments—of funds under sections_1ISA.O1 to 118A.06 or othe?a_pplicable 
WV; or (3) boi designzfe depositories and make investments as provided subdivi- 
S1011. 

Subd. 2. The treasurer or chief financial officer of a government entity may at any 
time sell obligations purchged pursuant to this secti_orI and th_e money received from 
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such sale, and the interest and profits or loss on such investment shall be credited or 
Eged, as.tTac—z1se may be,T> the ft1n(firc)—mvWicTt-fie investmentxa/T made. Neither 
such offio—i*:1l_r1~<)rg_3§/eT1I1_n;1tE1EI,n:c>ra_ri3I:othei'offfial responsibleT)r the custody of E funds, shall be personally liable—fl)ra?1y loss sustained from the Tpofit or invest_- 
ment of funds accordance die provisions of sections 118A.04 gig 118A.05. 

Sec. 4. [118A.03] DEPOSITORIES AND COLLATERAL. 
Subdivision E tlfi extent E funds deposited aL‘e excess of available federal 

deposit insurance, th_e government entity shall require th_e financial institution t_o furnish 
collateral security g _a corporate surety bond executed b_y a Company authorized t_oQ 
business in the state. 

Subd. E following E th_e allowable forms of collateral l_i_eu of a corporate 
surety bond: 

Q United States government treasury bills, treasury notes, treasury bonds; 
(2) issues of United States government agencies and instrumentalities as quoted by a 

recognized industry quotation service available t_o th_e government entity; 

(3) general obligation securities of any state or local government with taxing powers 
whicl1_is rated A or better by a 11ationz1Tl)_c>—nd_ra-ti_n~,<,7service, or revenue obligation securi~ 
ties of any_stat§or_‘local government witlTxing powers whfih is rated AA or better by 21 
315151“ fllratlng service; 

__ _ "T —' — _ 

Q irrevocable standby letters o_f credit issued by Federal Home Loan Banks t_o a 
municipality accompanied lg written evidence tlflt t_h_e bank’s public dibt rated “AA” 
o_r better _b_y Moody’s Investors Service, or Standard §L_ Poor’s Corporation; gmd 

(5) time deposits that are fully insured by the Federal Deposit Insurance Corpora- tio11.—_:j——-aw“ _“_— 

Subd. 3. The total amount of the collateral computed at its market value shall be at 
least ten percegfrforethan the amoT1t on deposit plus accrifefinterest at the cl?sT.‘of_tlIe 
busi_n_e:?s day. Tliefiiifianfiliriflstitution fly furnislfith a surety bond a_r1d_collateral2E 
gregating_t__lre ‘r-efiquired amount. 

: —- T — —' 

Subd. 4. Any collateral pledged shall be accompanied by a written assignment to the 
government entity from the financialEHtf1tion. The writtefiissignment shall recite—that, 
upon default, the financial institution shall release to the government enfim demf, 
free of exchangeor any other charges,E;o1lateralpl<_a<—i_ged. Interest earned E assigned 
wfizfiral will berefited to the finanail institution so long as it is not in (Efault. The 
gover11me11t:e11t_ity may sel—l_tlE:ol1ateral to recover the arTunt?lu_e.Tny—surplus f% 
the sale o_ftl1_e collatTa1EiTE payable t_; the financial or b—otE 

Subd. 5. A financial institution may withdraw excess collateral or substitute other 
collateral aft_er_giving written notice {file governmental entity and receiving confirma- 
tion. The atmarity to return any deli\7er—ed and assigned collater7a1l.—rests with the govern- 
@§I?ity- 

T T“ — —""__"—— 
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Subd. 6. For purposes of this section, default on the part of the financial institution 
includes, bu_t E30: 1irnited—tb',—Eilure to make int-ereFpay'r—n?nKwhen due, failure to 
promptly deli\7er—u_pon demand all money on deposit, less any early withc%val penalfi 
that may be required in connection with thewithdrawalTfi1fi—memTposit, or closure of the 
de—pcE6ry. If a financial institution clos§,_all deposits fall be immediately due and pay- 
able. lt shall_not be a default under this subdivision to re%e_p—rior notice of \m1cTr?wTf 

Hotm—eis required as a condition of withdrawal by applicable federal_law p_r regula- 
tion. 

Subd. 7. All collateral shall be placed in safekeeping in a restricted account at a Fed- 
eral Reservelgnk, or in anfaofit at a trfit department 3-21 commercial bank ofcfier 
financial ll’1StitLl'[lOI1ThEY isnot ownedb17cTtrolled by the financial instimtifiiurnishing 
th_e collateral. '_I‘_he selédoritll E fiproved by _tEgovernment entity. 

Sec. 5. [118A.04] INVESTMENTS. 

Subdivision Any public funds, n_(_)_t presently needed E other purposes or3 
stricted £o_r other purposes, may E invested th_e manner and subject to th_e conditions 
provided for in this section. 

Subd. 2. Public funds may be invested in governmental bonds, notes, bills, mort- 
_ 
gages (exclu_ding high——Fisl_< Etgage—bacl<ecfiecurities), and other securities,Tvhich are 
direct obligations or are guaranteed or insured issues of the_[—lfiited States, its agenciesfis 
instrurnentalities, go—rganizatio11s created by an ac_tof_Eongress. 

W _ 
Subd. Funds E be invested th_e following: 

Q ai security which 2_1 general obligation o_f£1y state Q local government with 
taxing powers which rated A or better by a national bond rating service; 

Q E security which a revenue obligation gag state E local government with 
taxing powers which rated E E better b_y _a national bond rating service; and 
Q a general obligation o_f me Minnesota housing finance agency which a_ 

moral 
obligation o_f t_h_e state of Minnesota ail rated A g better b_y a national bond rating 
agency. 

~~ 

~~~

~

~ 

Subd. Funds rn_2_1_yE invested commercial paper issued by United States corpo- 
rations or their Canadian subsidiaries E rated th_e highest quality category b_y a_t 
least tvio nationally recognized rating agencies E matures 27_O days g less. 

Subd. Funds mag b_e invested time deposits th_at E fully insured b_y th_e Federal 
Deposit Insurance Corporation or bankers acceptances of United States banks. 

Subd. 6. For the purposes of section and section 118A.05, “high—risk mortgage- 
backed securities” are; 

§a_) interest—only g principal—only mortgage—backed securities; Ed 
(_l§ arg mortgage derivative security that: 
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Q his Q expected average E greater than te_n years; 
Q his E expected average 
Q2 extend b_y more than} fog years g th_e result o_f E immediate an_d_ sustained 

parallel shift in the yield curve of plus 300 basis points; or 

£i_i2 will shorten _b_y more than years § E result o_f g immediate and sustained 
parallel shift th_e yield curve pf minus Q9 basis points; E 

(3) will have an estimated change in price of more than 17 percent as the result of an 
immediate and sustained parallel shift in the yield curve of E g minus 3_OL0 basis points. 

Subd. 1 Funds E be invested general obligation temporary bonds Q Q13 same 
governmental entity issued under section 429.091, subdivision 3 469.178, subdivision 
5, or 475.61, subdivision 6. 

whether general or special, of an issue which is payable from the fund, at such price, 
which may inc1ud_e a premiufifi shall be agreed to by the holder?‘ or may befd to re- 
deem aT>bligation of such an i_ssE1)_rio1‘ to mat1n_‘it3I_irTaccordat1c—e_ W1? E tT,Es.—TE 
secttrities representing an—y—s13ch invesdnfierfi may be stfd by the govenTn<e_ntal entitfi 
any time, but the moneygre-c”ei‘ved remains pa1r—t3f—tl1eT_L1r1ElT1riW1used for the 
which tlfi E E crerfied. E which 
payable may _b_e canceled at giy time unless otherwise provided 2_1 resolution Q other 
instrument securing obligations payable from th_e fund. 

Subd. gag l_-‘*_o_r E purpose of section E section 118A.05, E term “broker” 
means a broker—dealer, broker, or agent o_fa government entity, who transfers, purchases, 
sells, E obtains securities E Q Q behalf o_f, a government entity. 

(b) Prior to completing an initial transaction with a broker, a government entity shall 
provi<1—e annually to the brokefa written statement of investment restrictions which shah 
include a provisionthfi all future investments are to'be made in accordance with Mir? 
_s_o_t2_t Statutes goverrfitlie investment o_f public ftiifis. 

_ j 
(c) A broker must acknowledge annually receipt of the statement of investment re- 

stricti~o—ns_in writin—g7ncl agree to handle the governme_ntEtity’s accouwnt in accorda11c:—e 
with theseTestrictionsTA goverfment enti7 may not enter into a transaction_with a broker E E broker ha_s pra/ided written agr_e_5rn_eT1tt_o t_lie_ government entity. 

Q2 The state auditor shall prepare uniform notification forms which shall be usedQ 
fie government entities and the brokers t_o_ meet the requirements of subdivision. 

Sec. 6. [118A.05] CONTRACTS AND AGREEMENTS. 
Subdivision Er addition t_o other authority granted sections 118A.01 t_o 

l18A.06, government entities may enter into contracts E agreements § follows. 
Subd. Repurchase agreements consisting of collateral allowable section 

118A.04, @ reverse repurchase agreements may be entered i_nt_o with arfl gfme follow- 
i;g entities: 
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(_1_2 3 financial institution qualified a_s a “depository” o_f public funds pf th_e govern- 
ment entity; 

(2) any other financial institution which a member o_fE Federal Reserve System 
arg whose combined capital agi suiplus equals E exceeds $10,000,000; 
Q a primary reporting dealer United States government securities t_o th_e Federal 

Reserve Bank of New York; or 

gill a securities broker—dea1er licensed pursuant t_o chapter 80A, E zap affiliate pf 
regulated Q th_e securities and exchange commission an_d maintaining _a combined capi- 
t_al E surplus of $40,000,000 E more, exclusive g subordinated debt. 

Reverse agreements may only be entered into E a period o_f@ days g less a_n_d only 
t_o meet short—term cash flow needs. E no event may reverse repurchase agreements E 
entered into for the purpose of generating cash for investments, except as stated in subdi- 
vision 3. 

_ :— — _ 

Subd. 3. Securities lending agreements, including custody agreements, may be en- 
tered into with a financial institution meeting the qualifications of subdivisioF2_, Jufi 
(—1T)—()_1‘(T),21—ndl1aving its principal executive offfie in Minnesota. §curities lending trans- 
actions may be entered into with entities meeting the qualifications of subdivision 2 and 
the collatTal_for such tflzfims shall be restricgd to the secun'ti_e~s described iris? 
tions 1l8A.04 a_n_d 118A.05. 

Subd. 4. Government entities may enter into agreements or contracts for shares of a 
Minnesota flint powers investmengust who—se— investments Ee restrictecfi) securides 
described iifiections 1l8A.04 and lfi’-\.05, subdivision 2, or—shares of an_investment 
company Much is registered urFer the Federal InvestmenTC_ompany Kct_of 1940, and 
whose shares are—registered under th—e_Federal Securities Act of 1933, Kong as their: 
vestment comfi1y’s fund receives'tlTe highest credit ratin-,<fi1d_is rated—if1oF()Ttl_ie'tu% 
highest risk rating cateTries by at 1'%t one nationally recogFz:§i statisdcfiatingbrg 
nization"a__nd invested finanaaT1strTnents with a final maturity 3 longer Eg 
months. 

Subd. 5. Agreements or contracts for guaranteed investment contracts may be en- 
tered into ifthey are issuedor guaranteeTby United States commercial bankfdbrnesfic 
Ea‘r—1‘c%(f fT_reig—1i_banks, United States infirance companies, or their Canadian subsid- 
iaries. The—credit quality of the issuer’s or guarantor’s short— a'1TdEg—term unsecured 
debt mfibe rated in oneo_fthe two highest categories by a natEr‘1ally recognized rating 
E<§1<?y—...S_lEuW_tl1—ce—is_sE3rTs:T)?gErantor’s credit qua1it_y be downgraded below A, the 
government flflsg @_withdrawal rights. _ 

' 
_- 

Sec. 7. [118A.06] DELIVERY AND SAFEKEEPING. 
Investments, contracts, an_d agreements may E held safekeeping with: 

(1) any Federal Reserve Bank; 

Q fliy bank authorized under fie laws g th_e United States E Qy state t_o exercise 
corporate trust powers, including, hit n_ot limited Q gig bank from which the investment 
i_s purchased; 
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(3) a primary reporting dealer United States government securities to th_e Federal 
Reserve Bank of New York; or 

(4) a securities broker——dealer having its principal executive office in Minnesota, li- 
censehc-lu_nder chapter 80A, or an affiliate Io-fit, and regulated by the Sefilrities and Ex: 
change Commission; providedfiat the go\7e'1‘r_1rriQentity’s ow}Ters—lTip of all secu—ri—tie§-is 
evidenced by written acknowledgme—r1ts identifying the securities by the_nEnes of the is_— 
suers, matufity dates, interest rates, CUSIP numberTr other disti_n-gufihing ma17k_s.__ 

Sec. 8. [118A.07] ADDITIONAL INVESTMENT AUTHORITY. 
Subdivision 1. AUTHORITY PROVIDED. As used in this section, “governmen- 

tal entity” means a—city with a population in excess c)—f~2I)'(-),-(W5 6?; county that contains a 
city of that size. lf_aE\%1Tental entity fleets the EquiremenE5f subdiv@ns 2 and 3', REE a_dditional investment atlthoritfifnder subdivisiohs fl_, §l a_nc_l ”“— 

Subd. 1 WRITTEN POLICIES AND PROCEDURES. Prior to exercisingE 
additional authority under subdivisions g E E Q tl1_e governmental entity must have 
written investment policies @ procedures governing th_e following: 
Q th_e g of g limitation on mutual bond funds or other securities authorized g 

permitted investments under law; 

(2) specifications for and limitations on the use of derivatives; 

Q th_e maturity of any individual security; 

(4) the maximum average weighted life of the portfolio; 

(5) the use of and limitations on reverse repurchase agreements; 

Q credit standards for financial institutions with which the government entity 
deals; and 

— — 
_(_‘D credit standards E investments made b_y th_e government entity. 
Subd. 3. OVERSIGHT PROCESS. Prior to exercising any authority under subdi- 

visions g 5:_and _6_, the governmental entityE§t_establish an (F/ersight process that pro- 
vides for revgw of the government entity’sTn7/estment strgegy and the compofii—o—r1—<)f 
th_e firi21—ncial portfolio? process shall include one or more oft—he—f3llowing:

— 

Q audit reviews; 
(2) internal or external investment committee reviews; and 

(_32 internal management control. 

Additionally, the governing body of the governmental entity must, by resolution, 
authorize its treasurer to utilize the addifiorl authorities under this sectionwithin their 
prescribed_li1nits, and E conforr3nce with the written limitationsfpolicies, and pr—o'c7e—- 
dures of the goverfiental entity. 

‘_ _ — 
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If the governing body of a governmental entity exercises the authority provided in 
this sgcfin, the treasurer offire governmental entity must annumy report to the govern: 
fibody on E13 findings o_ftlE oversight process required under this subcliyisjan. If the 
go—\/erninfirfir intends to_co—r1tin11e to exercise the authority provi<i—ed in this sectio—fif& 
th_e following calendar ye—ar, mLst adopt e_1 resolufion affirming E inteT1ti'ohfl Decen: 
ber 1. 

Subd. 4. REPURCHASE AGREEMENTS. A government entity may enter into 
repurchase a—greements as authorized under section 1T8A.05, providfdiatthe 
of mortgage—backed securities defined as “high risk mortgage—backedEu—rEies” under 
section l18A.04, subdivision 6, shall not apply minepurchase agreements under this au- 
thority Ehe margin requireme—n_ts—i_s1fi perceritg more. 

__ ”— 

Subd. REVERSE REPURCHASE AGREEMENTS. Notwithstanding the 
rnitations contained section l18A.05, subdivision g E county E enter _in_to reverse 
repurchase agreements Q 

(1) meet cash flow needs; or 

(2) generate cash for investments, provided that the total securities owned shall be 
liming to an amou—nt_nT)tto exceed 130 percent cfhafil daily average of géfiéfi 
investabTemonies forfe fiscal year_as‘disclosed_i—n~the most recently availab1_e audited 
financial report. E2HuEdT)r_nTis1i—rr1it are: 

— —X 

There shall be no limit on the term of a reverse repurchase agreement. Reverse re— 
purchase agEem§it?slEF15t_l)Tr1E1tl—eEifi computing the net debt of the governmenrl 
entity, and may be mad-e'wiE>1f an election—or public sale3rFtl_1e—inter§payable there- 
on shallgot be subject to the limitation in section 475.55T1'e—i_nterest shall not be de- 
H-1icE1_(>rT>xEl_11ded frorngfiss income o?the recipient for tlfpurpose ()f:st21te—i—nc—c>n1f<:, 
corporate franchise,—orT)ank excise taxeffi so provide<Tby-federal l2l,_§)F1_e purpose 
of federal incomeg 

Subd. 6. OPTIONS AND FUTURES. A government entity may enter into futures 
contracts, options on futures contracts, and o—ption agreements tofl or sel§curities 
authorized under law as legal investmentsfor counties, but only w.itl1—nes13e<:_t—to securities 
owned by the gove—mrHental entity, including securities that are tl1—e§ubject of reverse re- 
purchasgagfeements under this section that expire at or7bFfc)r—etEdue date_5f the optio—n 
agreement. 

— — _ _ __ —_:_— 
Sec. 9. [118A.08] NO SUPERSEDING EFFECT. 
Except § provided section l_l_, sections E t_0 1 shall n_0t supersede my general or 

special l_av_v relating to th_e deposit all investment g public funds. 
Sec. 10. STUDY; REPORT. 
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The department of finance, in cooperation with the Minnesota Association of 
CounVTreasurers, the—Minnesota“Association of—ST1oo—lBusiness Officials, @E 
Minnesota Governmgit Finance Officers Assogation, shall review the adequacy of 
training and certification programs for representativesfocal govaiment entities 
which are entrusted with the depositand investment of public:—fi1nds. Tile department 
shall repfrt its findinganclwzmy recommendations to thehical government @ metropoli- 
tanaffairs co_mmittee c>~f—the~lf>L1se of 1'epresentatives71Y1dtlTe metropolitan and g 
Fnment committee ofilgsenate IE later than Novem3—eYT5, 

Sec. 11. REPEALER. 
Minnesota Statutes 1994, sections 118.005; 118.01; 118.02; 118.08; 118.09; 

118.10; 118.11; 118.12; 118.13; 118.14; 118.16; 124.05; 471.56; 475.66,§amendedby 
Laws 1995, chapter E section @ 475.76, g repealed. 

Sec. 12. EFFECTIVE DATE. 
Sections 2 t_o Z fl E E effective January L 1997. Section E effective th_eE 

following enactment. 

ARTICLE 2 

CONFORMING CHANGES 

Section 1. Minnesota Statutes 1994, section 103E.635, subdivision 8, is amended to 
read: 

Subd. 8. COUNTY INVESTMENT, PURCHASE, AND SELLING OF TEM- 
PORARY DRAINAGE BONDS. (a) Funds of the issuing county may be invested in 
temporary drainage bonds under sections 4-7—1é6 and 445766 section 118A.O4, except 
that the temporary drainage bonds may be: 

(1) purchased by the county when the temporary drainage bonds are initially issued; 

(2) purchased only out of funds that the board determines will not be required for 
other purposes before the temporary drainage bonds mature; and 

(3) resold before the temporary drainage bonds mature only if there is an unforeseen 
emergency. 

(b) If a temporary drainage bond purchase is made from money held in a sinking 
fund for other bonds of the county, the holders of the other bonds may enforce the 
county’s obligation to sell definitive bonds at or before the maturity of the temporary 
drainage bonds, or exchange the other bonds, in the same manner as holders of the tempo- 
rary drainage bonds. 

Sec. 2. Minnesota Statutes 1994, section 121.148, subdivision 4, is amended to read: 
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Subd. 4. UNFAVORABLE REVIEW AND COMMENT. If the commissioner 
submits an unfavorable review and comment for a proposal under section 121.15, the 
school board, by resolution of the board, must reconsider construction. If, upon reconsid- 
eration, the school board decides to proceed with construction, it may initiate proceed- 
ings for issuing bonds to finance construction under sections 47—5é1 to 4475-76 chapter 
475 . Unless 60 percent of the voters at the election approve of issuing the obligations, the 
board is not authorized to issue the obligations. 

Sec. 3. Minnesota Statutes 1994, section 136A.32, subdivision 7, is amended to 
read: 

Subd. 7. The authority may invest any bond proceeds, sinking funds or reserves in 
any securities authorized for investment of debtserviee funds of municipalities pursuant 
to section 47566, 3 118A.04, including securities described in section 
475.67, subdivision 8. In addition, such bond proceeds, sinking funds and reserves may 
be 

(1) deposited in time deposits of any state or national bank subject to the limitations 
and requirements of chapter 118, or 

(2) invested in repurchase agreements with, providing for the repurchase of securi- 
ties described in the preceding sentence by, a bank qualified as a depository of money of 
the authority, a national or state bank in the United States that is a member of the federal 
reserve system and whose combined capital and surplus equals or exceeds $10,000,000, 
or a reporting dealer to the federal reserve bank of New York. Power to make any such 
investment or deposit is subject to the provisions of any applicable covenant or restriction 
in a resolution or trust agreement of the authority. 

Sec. 4. Minnesota Statutes 1994, section 385.07, is amended to read: 

385.07 FUNDS, WHERE DEPOSITED OR INVESTED. 
All county funds shall be deposited promptly and intact by the county treasurer in 

the name of the county or invested as provided in sections 47-1-.56 and 475766 section 
l18A.04. Interest and profits which accrue from such investment shall, when collected, 
be credited to the general revenue fund of the county. 

Sec. 5. Minnesota Statutes 1994, section 447.49, is amended to read: 

447.49 MISCELLANEOUS PROVISIONS. 
Bonds issued under sections 447.45 to 447.50 must be issued and sold as provided in 

chapter 475. If the bonds do not pledge the credit of the county, city, or hospital district as 
provided in section 447.48, the governing body may negotiate their sale without adver— 
tisement for bids. They shall not be included in the net debt of any municipality, and are 
not subject to interest rate limitations, as defined or referred to in sections 475.51 and 
475.55. If the bonds do not pledge the credit of the county, city, or hospital district as pro- 
vided in section 447.48 and are payable from rental payments to be made under a lease 
agreement entered into pursuant to section 447.47, the county, city, or hospital district 
may invest or deposit, or authorize a trustee to invest or deposit, any proceeds of the 
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bonds, rental payments, and income from the investment of them, in any manner and 
upon any terms and conditions agreed to by the lessee under the lease agreement, resolu- 
tion, or indenture, notwithstanding chapter 1-18 or section 47-léé or 475466 118A, but 
subject to any statutory provisions that govern the deposit and investment of funds of a 
lessee which is itself a governmental subdivision or agency. 

Sec. 6. Minnesota Statutes 1994, section 469.012, subdivision 1, is amended to read: 

Subdivision 1. SCHEDULE OF POWERS. An authority shall be a public body 
corporate and politic and shall have all the powers necessary or convenient to carry out 
the purposes of sections 469.001 to 469.047, except that the power to levy and collect 
taxes or special assessments is limited to the power provided in sections 469.027 to 
469.033. Its powers include the following powers in addition to others granted in sections 
469.001 to 469.047: 

(1) to sue and be sued; to have a seal, which shall be judicially noticed, and to alter it; 
to have perpetual succession; and to make, amend, and repeal rules consistent with sec- 
tions 469.001 to 469.047; 

(2) to employ an executive director, technical experts, and officers, agents, and e1n— 
ployees, permanent and temporary, that it requires, and determine their qualifications, 
duties, and compensation; for legal services it requires, to call upon the chief law officer 
of the city or to employ its own counsel and legal staff; so far as practicable, to use the 
services of local public bodies in its area of operation, provided that those local public 
bodies, if requested, shall make the services available; 

(3) to delegate to one or more of its agents or employees the powers or duties it 
deems proper; 

(4) within its area of operation, to undertake, prepare, carry out, and operate projects 
and to provide for the construction, reconstruction, improvement, extension, alteration, 
or repair of any project or part thereof; 

(5) subject to the provisions of section 469.026, to give, sell, transfer, convey, or 
otherwise dispose of real or personal property or any interest therein and to execute 
leases, deeds, conveyances, negotiable instruments, purchase agreements, and other 
contracts or instruments, and take action that is necessary or convenient to carry out the 
purposes of these sections; 

(6) within its area of operation, to acquire real or personal property or any interest 
therein by gifts, grant, purchase, exchange, lease, transfer, bequest, devise, or otherwise, 
and by the exercise of the power of eminent domain, in the manner provided by chapter 
117, to acquire real property which it may deem necessary for its purposes, after the adop- 
tion by it of a resolution declaring that the acquisition of the real property is necessary to 
eliminate one or more of the conditions found to exist in the resolution adopted pursuant 
to section 469.003 or to provide decent, safe, and sanitary housing for persons of low and 
moderate income, or is necessary to carry out a redevelopment project. Real property 
needed or convenient for a project may be acquired by the authority for the project by 
condemnation pursuant to this section. This includes any property devoted to a public 
use, whether or not held in trust, notwithstanding that the property may have been pre— 
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viously acquired by condemnation or is owned by a public utility corporation, because 
the public use in conformity with the provisions of sections 469.001 to 469.047 shall be 
deemed a superior public use. Property devoted to a public use may be so acquired only if 
the governing body of the municipality has approved its acquisition by the authority. An 
award of compensation shall not be increased by reason of any increase in the value of the 
real property caused by the assembly, clearance or reconstruction, or proposed assembly, 
clearance or reconstruction for the purposes of sections 469.001 to 469.047 of the real 
property in an area; 

(7) within its area of operation, and without the adoption of an urban renewal plan, to 
acquire, by all means as set forth in clause (6) but without the adoption of a resolution 
provided for in clause (6), real property, and to demolish, remove, rehabilitate, or recon- 
struct the buildings and improvements or construct new buildings and improvements 
thereon, or to so provide through other means as set forth in Laws 1974, chapter 228, or to 
grade, fill, and construct foundations or otherwise prepare the site for improvements. The 
authority may dispose of the property pursuant to section 469.029, provided that the pro- 
visions of section 469.029 requiring conformance to an urban renewal plan shall not ap- 
ply. The authority may finance these activities by means of the redevelopment project 
fund or by means of tax increments or tax increment bonds or by the methods of financing 
provided for in section 469.033 or by means of contributions from the municipality pro- 
vided for in section 469.041 , clause (9), or by any combination of those means. Real 
property withbuildings or improvements thereon shall only be acquired under this clause 
when the buildings or improvements are substandard. The-exercise of the power of emi- 
nent domain under this clause shall be limited to real property which contains, or has con- 
tained within the three years immediately preceding the exercise of the power of eminent 
domain and is currently vacant, buildings and improvements which are vacated and sub- 
standard. Notwithstanding the prior sentence, in cities of the first class the exercise of the 
power of eminent domain under this clause shall be limited to real property which con- 
tains, or has contained within the three years immediately preceding the exercise of the 
power of eminent domain, buildings and improvements which are substandard. For the 
purpose of this clause, substandard buildings or improvements mean hazardous build- 
ings as defined in section 463.15, subdivision 3, or buildings or improvements that are 
dilapidated or obsolescent, faultily designed, lack adequate ventilation, light, or sanitary 
facilities, or any combination of these or other factors that are detrimental to the safety or 
health of the community; 

(8) within its area of operation, to determine the level of income constituting low or 
moderate family income. The authority may establish various income levels for various 
family sizes. In making its determination, the authority may consider income levels that 
may be established by the Department of Housing and Urban Development or a similar or 
successor federal agency for the purpose of federal loan guarantees or subsidies for per- 
sons of low or moderate income. The authority may use that determination as a basis for 
the maximum amount of income for admissions to housing development projects or 
housing projects owned or operated by it; 

(9) to provide in federally assisted projects any relocation payments and assistance 
necessary to comply with the requirements of the Federal Uniform Relocation Assistance 
and Real Property Acquisition Policies Act of 1970, and any amendments or supple- 
ments thereto; 
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(10) to make an agreement with the governing body or bodies creating the authority 
which provides exemption from all real and personal property taxes levied or imposed by 
the state, city, county, or other political subdivisions, for which the authority shall make 
payments in lieu of taxes to the state, city, county, or other political subdivisions as pro- 
vided in section 469.040. The governing body shall agree on behalf of all the applicable 
governing bodies affected that local cooperation as required by the federal government 
shall be provided by the local governing body or bodies in whose jurisdiction the project 
is to be located, at no cost or at no greater cost than the same public services and facilities 
furnished to other residents; 

(11) to cooperate with or act as agent for the federal government, the state or any 
state public body, or any agency or instrumentality of the foregoing, in carrying out any of 
the provisions of sections 469.001 to 469.047 or of any other related federal, state, or 10- 
cal legislation; and upon the consent of the governing body of the city to purchase, lease, 
manage, or otherwise take over any housing project already owned and operated by the 
federal government; 

( 12) to make plans for carrying out a program of voluntary repair and rehabilitation 
of buildings and improvements, and plans for the enforcement of laws, codes, and regula- 
tions relating to the use of land and the use and occupancy of buildings and improve- 
ments, and to the compulsory repair, rehabilitation, demolition, or removal of buildings 
and improvements. The authority may develop, test, and report methods and techniques, 
and carry out demonstrations and other activities for the prevention and elimination of 
slums and blight; 

(13) to borrow money or other property and accept contributions, grants, gifts, ser- 
vices, or other assistance from the federal government, the state government, state public 
bodies, or from any other public or private sources; 

(14) to include in any contract for financial assistance with the federal government 
any conditions that the federal government may attach to its financial aid of a project, not 
inconsistent with purposes of sections 469.001 to 469.047, including obligating itself 
(which obligation shall be specifically enforceable and not constitute a mortgage, not- 
withstanding any other laws) to convey to the federal government the project to which the 
contract relates upon the occurrence of a substantial default with respect to the covenants 
or conditions to which the authority is subject; to provide in the contract that, in case of 
such conveyance, the federal government may complete, operate, manage, lease, con- 
vey, or otherwise deal with the project until the defaults are cured if the federal govern- 
ment agrees in the contract to reconvey to the authority the project as then constituted 
when the defaults have been cured; 

(15) to issue bonds for any of its corporate puip oses and to secure the bonds by mort- 
gages upon property held or to be held by it or by pledge of its revenues, including grants 
or contributions; 

(16) to invest any funds held in reserves or sinking funds, or any funds not required 
for immediate disbursement, in property or securities in which savings banks may legally 
invest funds subject to their control or in the manner and subject to the conditions pro- 
vided in section 445766 118A.04 for the deposit and investment of debt ser-viee public 
funds; 
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(17) within its area of operation, to determine where blight exists or where there is 
unsafe, unsanitary, or overcrowded housing; - 

(18) to carry out studies of the housing and redevelopment needs within its area of 
operation and of the meeting of those needs. This includes study of data on population 
and family groups and their distribution according to income groups, the amount and 
quality of available housing and its distribution according to rentals and sales prices, em- 
ployment, wages, desirable patterns for land use and community growth, and other fac- 
tors affecting the local housing and redevelopment needs and the meeting of those needs; 
to make the results of those studies and analyses available to the public and to building, 
housing, and supply industries; 

(19) if a local public body does not have a planning agency or the planning agency 
has not produced a comprehensive or general community development plan, to make or 
cause to be made a plan to be used as a guide in the more detailed planning of housing and 
redevelopment areas; 

(20) to lease or rent any dwellings, accommodations, lands, buildings, structures, or 
facilities included in any project and, subject to the limitations contained in sections 
469.001 to 469.047 with respect to the rental of dwellings in housing projects, to establish 
and revise the rents or charges therefor; . 

(21) to own, hold, and improve real or personal property and to sell, lease, exchange, 
transfer, assign, pledge, or dispose of any real or personal property or any interest therein; 

(22) to insure or provide for the insurance of any real or personal property or opera- 
tions of the authority against any risks or hazards; 

(23) to procure or agree to the procurement of government insurance or guarantees 
of the payment of any bonds or parts thereof issued by an authority and to pay premiums 
on the insurance; 

(24) to make expenditures necessary to carry out the purposes of sections 469.001 to 
469.047 ; 

(25) to enter into an agreement or agreements with any state public body to provide 
informational service and relocation assistance to families, individuals, business con- 
cerns, and nonprofit organizations displaced or to be displaced by the activities of any 
state public body; 

(26) to compile and maintain a catalog of all vacant, open and undeveloped land, or 
land which contains substandard buildings and improvements as that term is defined in 
clause (7), that is owned or controlled by the authority or by the governing body within its 
area of operation and to compile and maintain a catalog of all authority owned real prop- 
erty that is in excess of the foreseeable needs of the authority, in order to determine and 
recommend if the real property compiled in either catalog is appropriate for disposal pur- 
suant to the provisions of section 469.029, subdivisions 9 and 10; 

(27) to recommend to the city concerning the enforcement of the applicable health, 
housing, building, fire prevention, and housing maintenance code requirements as they 
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relate to residential dwelling structures that are being rehabilitated by low— or moderate- 
income persons pursuant to section 469.029, subdivision 9, for the period of time neces- 
sary to complete the rehabilitation, as determined by the authority; 

(28) to recommend to the city the initiation of municipal powers, against certain real 
properties, relating to repair, closing, condemnation, or demolition of unsafe, unsanitary, 
hazardous, and unfit buildings, as provided in section 469.041, clause (5); 

(29) to sell, at private or public sale, at the price or prices determined by the author- 
ity, any note, mortgage, lease, sublease, lease purchase, or other instrument or obligation 
evidencing or securing a loan made for the purpose of economic development, job cre- 
ation, redevelopment, or community revitalization by a public agency to a business, for- 
profit or nonprofit organization, or an individual; 

(30) within its area of operation, to acquire and sell real property that is benefited by 
federal housing assistance payments, other rental subsidies, interest reduction payments, 
or interest reduction contracts for the purpose of preserving the affordability of low— and 
moderate—income multifamily housing; 

(31) to apply for, enter into contracts with the federal government, administer, and 
carry out a section 8 program. Authorization by the governing body creating the authority 
to administer the program at the authority’s initial application is sufficient to authorize 
operation of the program in its area of operation for which it was created without addi- 
tional local governing body approval. Approval by the governing body or bodies creating 
the authority constitutes approval of a housing program for purposes of any special or 
general law requiring local approval of section 8 programs undertaken by city, county, or 
multicounty authorities; and 

(32) to secure a mortgage or loan for a rental housing project by obtaining the ap- 
pointment of receivers or assignments of rents and profits under sections 559.17 and 
576.01, except that the limitation relating to the minimum amou11ts of the original princi— 
pal balances of mortgages specified in sections 559.17, subdivision 2, clause (2); and 
576.01, subdivision 2, does not apply. 

Sec. 7. Minnesota Statutes 1994, section 469.155, subdivision 15, is amended to 
read: 

Subd. 15. INVESTMENT AND DEPOSIT OF FUNDS. It may invest or deposit, 
or authorize a trustee to invest or deposit, any proceeds of revenue bonds or notes issued 
pursuant to sections 469.152 to 469.165, and income from the investment of the pro— 
ceeds, in any manner and upon any terms and conditions agreed to by the contracting 
party under the related revenue agreement, resolution, or indenture, notwithstanding 
chapter -1-18 or section 47-146 or 451-556 118A, but subject to any statutory provisions 
which govern the deposit and investment Sffjids of a contracting party which is itself a 
governmental subdivision or agency. 

Sec. 8. Minnesota Statutes 1994, section 473.197, subdivision 4, is amended to read: 

Subd. 4. DEBT RESERVE; LEVY. To provide money to pay debt service on bonds 
issued under the credit enhancement program if pledged revenues are insufficient to pay 
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debt service, the council must maintain a debt reserve fund in the manner and with the 
effect provided by section 4-75-66 118A.04 for public debt service funds. To provide 
funds for the debt reserve fund, the council may use up to $3,000,000 of the proceeds of 
solid waste bonds issued by the council under section 473.831 before its repeal. To pro- 
vide additional funds for the debt reserve fund, the council may levy a tax on all taxable 
property in the metropolitan area and must levy the tax if sums in the debt reserve fund are 
insufficient to cure any deficiency in the debt service fund established for the bonds. The 
tax authorized by this section does not affect the amount or rate of taxes that may be le- 
vied by the council for other purposes and is not subject to limit as to rate or amount. 

Sec. 9. Minnesota Statutes 1994, section 473.543, subdivision 3, is amended to read: 

Subd. 3. The moneys on hand in said funds and accounts may be deposited in the 
official depositories of the council or invested as hereinafter provided. The amount there- 
of not currently needed or required by law to be kept in cash on deposit may be invested in 
obligations authorized for the investment of municipal sinking public funds by section 
4-75:66 118A.04. Such moneys may also be held under certificates of deposit issued by 
any official depository of the council. 

Sec. 10. Minnesota Statutes 1995 Supplement, section 473.900, subdivision 3, is 
amended to read: 

Subd. 3. DEPOSITORIES; INVESTMENTS. The money on hand in the funds 
and accounts may be deposited in the official depositories of the metropolitan council or 
invested as provided in this subdivision. The amount not currently needed or required by 
law to be kept in cash on deposit, may be invested in obligations authorized for the invest- 
ment of municipal sinking public funds by section 435-66 l18A.04. The money may also 
be held under certificates of deposit issued by any official depository of the metropolitan 
council. 

Sec. 11. Minnesota Statutes 1994, section 475.51, subdivision 1, is amended to read: 

Subdivision 1. TERMS. For the purposes of sections 475%} to 4315-76 chapter, 
the terms defined in this section shall have the meanings given them. 

Sec. 12. REVISOR’S INSTRUCTION. 
'2 replace E remove references to repealed statutes, Q next edition p_f Minneso- 

ta Statutes the revisor of statutes shall 

@ the sections listed colurrm 5, change E reference column l_3_ t_o E refer- 
ence in column 

New language is indicated by underline, deletions by stn'-keeut-

Copyright © 1996 by the Office of the Revisor of Statutes, State of Minnesota. All Rights Reserved.
                                                                                



539 LAWS of MINNESOTA for 1996 Ch. 400 
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(25) 475.54, subd 6a 475.66, subd. 1 118A.06 
(763 475.60, @511“. 7‘ 475.66 

' 
118A.04 

(37) 475.61, subd. 8 471.56 118A.04 
Z28‘) 475.61% 13 475.66, subd. 3, 118A.05, subd. 5; — 1-”. 

°1<fl<_f>_ 
_ —__‘“_~ 

and (b) in sections 365.48, subdivision 4; 469.129, subdivision 1; and 475.79, remove the 
reference to section 475.66.

- 
Presented to the governor March 29, 1996 

Signed by the governor April 2, 1996, 10:14 a.m. 

CHAPTER 400-—H.F.No. 2782 

VETOED 
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