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11A.01 STATEMENT OF PURPOSE. 
The purpose of sections 11A.01 to 11A.25 is to establish standards which will 

insure, that state and pension assets subject to this legislation will be responsibly 
invested to maximize the total rate of return without incurring undue risk. 

History: 1980 c 607 art 14 s 1 

11A.02 DEFINITIONS. 
Subdivision 1. For the purposes of sections 11A.01 to 11A.25, the terms defined 

in this section shall have the meanings given them. 
Subd. 2. "State board" means the Minnesota state board of investment created 

by article XI, section 8 of the Constitution of the state of Minnesota for the purpose 
of administering and directing the investment of all state funds and pension funds. 

Subd. 3. "Council" means the investment advisory council created by section 
11A.08. • • . • • - • 

Subd. 4. "Fund" meansany of the individual funds, including but not limited to 
the permanent school fund, general fund of the state, retirement funds and other funds 
and accounts for which the state board has responsibilities. 

Subd. 5. "Director" means the executive director of the state board. 
Subd. 6. "Management" means the performance or delegation of general manage­

ment duties relating to any fund established pursuant to.this chapter. 

- History: 1980 c 607 art 14 s 2 

11A.03 STATE BOARD; MEMBERSHIP; ORGANIZATION. 
Pursuant to article XI, section 8, of the Constitution of the state of Minnesota, the 

state board shall be composed of the governor, state auditor, state treasurer, secretary 
of state and attorney general. The governor shall serve as ex officio chairof the state 
board. 

History: 1980 c 607 art 14 s 3; 1986 c 444 

11A.04 DUTIES AND POWERS. 
The state board shall: 
(1) Act as trustees for each fund for which it invests- or manages money in 

accordance with the standard of care set forth in section 11 A.09. 
(2) Formulate policies and procedures deemed necessary and appropriate to carry 

out its functions. Procedures adopted by the board shall allow fund beneficiaries and 
members of the public to become informed of proposed board actions. Procedures and 
policies of the board shall not be subject to the administrative procedure act. 
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11A.08 INVESTMENT OF STATE AND PENSION ASSETS 208 

•"• Subd. 5. Liability; indemnification. A member of the council shall be indemnified 
and held harmless by the state for any reasonable costs or expenses incurred as a result 
of any actual or threatened litigation or administrative proceedings arising out of the 
performance of the member's duties, except an action brought by the state or agency 
thereof arising from the failure of a council member to perform duties in the manner 
prescribed in section 11A.09. 

Subd. 6. Conflict of interest; economic interest statement. . No member of the 
council may participate in deliberations or vote on any matter before the council which 
will or is likely to result in direct; measurable economic gain to the member. Addition­
ally, no member of the council appointed by the state board may participate in 
deliberations or vote on any matter before the council which, will or is likely to result 
in direct, measurable economic gain to that member's employer. Members of the 
council shall file with the board of ethical practices an economic interest statement in 
a manner as prescribed by section 10A.09, subdivisions 5 and 6. 

History: 1980 c 607. art 14 s 6; 1981 c 298 s 3; 3Spl982 c 1 art 2 s 3; 1983 c 260 s 
4; 1983 c 324 s 2; 1984 c 654 art 2 s 38; 1986 c 444 . . 

11A.09 STANDARD OF CARE. 
In the discharge of their respective duties, the members of the state board, director, 

board staff, members of the. council and any other person charged with the responsibili­
ty of investing money pursuant to the standards set forth in sections 11 A.01 to 11A.25 
shall act in good faith and shall exercise that degree of judgment and care, under 
circumstances then prevailing, which persons of prudence, discretion and intelligence 
exercise in the management of their own affairs, not for speculation, but for investment, 
considering the probable safety of their capital as well as the probable income to be 
derived therefrom. • • ' 

History: 1980 c 607 art 14 s 7 

11A.10 DUTIES OF OTHER OFFICIALS. 
Subdivision 1. Custody of securities. The.state treasurer and other custodians of 

securities belonging to the various funds shall provide in the appropriate cases the state 
board.and its delegates with reasonable access thereto. Each security.shall be held as 
an asset of the fund from which the investment expenditure was made. 

Subd. 2.. Escheated property. The commissioner of finance shall report immedi­
ately to the state board all personal property other than money received by the state 
of Minnesota as escheated property. If the state board elects to sell escheated property, 
all money received from the sale shall be credited to the general fund of the state. 

Subd. 3. Audits. State audits of the activities of the state board and its delegates 
shall be conducted by the legislative auditor. 

Subd. 4. Office space. The commissioner of administration shall provide the 
director and staff with suitable office and storage space in the state capitol complex as 
near as practicable to the office of the state treasurer. 

History: 1980 c 607'art 14 s.8 

11 A.l 1 INVESTMENT AND EXPENSE APPROPRIATION. 
There is appropriated to the state board annually, and from time to time, the 

various moneys as are available for investment in the various funds subject to their 
supervision and control," for the purposes of the purchase, sale, exchange and lending 
of securities, reinvestment activities, payment of the execution expenses of securities 
transactions, amortization of premiums or accumulation of discounts, and contribu­
tion and redemption of participation in the funds. 

History: 1980 c 607 art 14 s 9 
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209 INVESTMENT OF STATE AND PENSION ASSETS 11A.14 

11A.12 GAINS AND LOSSES; DISPOSITION. 
All interest and profit accruing from and all losses incurred by investment activity 

shall be credited to or borne by the fund from which the investment was made. 

History: 1980 c 607 art 14 s 10 

11A.13 ASSETS AND DOCUMENTATION. 
Subdivision 1. Legal title to fund assets. Legal title to the assets of state funds 

to be invested by the state board shall be in the state of Minnesota, or its nominees. 
Legal title to pension funds to be invested by the state board shall be in the state board, 
or its nominees, as trustees for any person having a beneficial interest in the applicable 
fund subject to the rights of the particular funds maintaining shares, investment 
participation or units in the accounts to their credit. 

Subd. 2. Rights of employees; validity of documentation. The rights of any public 
employee to any assets in the retirement funds shall be as fixed by the law or laws 
authorizing or requiring a retirement fund to purchase or order the redemption of 
investment participations or units on behalf of the public employee. The state board 
may rely on the documents, forms and applications of the various retirement funds 
which accompany money for investment,or orders to redeem assets as being made in 
concert with the applicable law and with the rights of the public employees concerned. 
Accordingly, the state board need not inquire into the legality or validity of any 
documents, forms and applications. 

History: 1980 c 607 art 14 s 11 

11A.14 MINNESOTA COMBINED INVESTMENT FUNDS. 
Subdivision 1. Establishment. The Minnesota combined investment funds arc 

established for the purpose of providing investment vehicles for assets of the participat­
ing funds. The combined funds shall consist of the following investment accounts: cash 
management accounts, equity accounts, fixed income accounts, and any other accounts 
determined appropriate by the state board. 

Subd. 2. Assets. The assets of the combined investment funds shall consist of 
the money certified to and received by the state board from participating retirement 
plans and funds which shall be used to purchase investment shares in the appropriate 
investment accounts. Each participating fund shall own an undivided participation in 
all the assets of the combined funds. As of any date, the total claim of a participating 
fund on the assets in each account shall be equal to the ratio of units owned by a fund 
in each account to the total issued units then outstanding. 

Subd. 3. Management. The combined investment funds shall be managed by the 
state board. 

Subd. 4. Investments. The assets of the combined investment funds shall be 
invested by the state board subject to the provisions of section 11 A.24, except that any 
individual account may be completely invested in a single asset class. 

Subd. 5. Participating public retirement plans or funds. The following public 
retirement plans and funds shall participate in the Minnesota combined investment 
funds: 

(1) state employees retirement fund established pursuant to chapter 352; 
(2) correctional employees retirement plan established pursuant to chapter 352; 
(3) state patrol retirement fund established pursuant to chapter 352B; 
(4) public employees retirement fund established pursuant to chapter 353; 
(5) public employees police and fire fund established pursuant to chapter 353; 
(6) teachers retirement fund established pursuant to chapter 354; 
(7) judges retirement fund established pursuant to chapter 490; 
(8) the permanent school fund established under the Minnesota Constitution, 

article XI, section 8; 
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(9) the supplemental investment fund established under section 11A.17; 
(10) the variable annuity investment fund established under section 11 A. 19; and 
(11) any other fund required by law to participate. 
Subd. 6. Initial transfer of assets. Asof July 1, 1980, or a later date as determined 

by the state board, the participating funds shall transfer to the combined investment 
funds all appropriate securities then held together with cash necessary for the purchase 
of units in the combined fund accounts. 

Subd. 7. Initial valuation of assets and units. All assets transferred to the 
Minnesota combined investment funds shall be valued at their current market value 
as determined by the state board, including accrued interest. The initial value of each 
account unit shall be $1,000 with each participating fund allocated units in the various 
accounts of the Minnesota combined investment funds in the same proportion as their 
assets are to the total assets in each account. 

Subd. 8. Realized appreciation (depreciation). Any realized gains or losses in the 
value of investments incurred by a transferring fund pursuant to subdivision 7 shall be 
recognized on the date of the transfer. 

Subd. 9. Valuation of units. (1) Valuation of units for the accounts in the 
Minnesota combined investment funds shall be performed as of the last business day 
of each month, or more frequently should the state board determine that additional 
valuation dates are necessary. 

(2) The value of a unit for each account shall be determined by the following 
procedure: 

(a) As of the close of business on the valuation date the state board shall determine 
the fair market value of each asset in each account, using the references, pricing 
services, consultants, or other methods as the state board deems appropriate. 

(b) The sum total of the market value of all securities plus cash, less the value of 
undistributed income in each account, shall be divided by the number.of units issued 
and outstanding for the account to determine the value per account unit. 

Subd. 10. Purchase and redemption of units. Purchase and redemption of units 
shall be on the first business day following the valuation date. All transactions shall 
be at the unit value established on the immediately preceding valuation date. Except 
for the initial purchase of units by an authorized participant, all purchases and redemp­
tions shall be made in cash unless the state board determines that an exception is 
necessary. 

Subd. 11. Earnings defined. Investment earnings shall be the sum total of the 
following of each account: 

(1) Dividends receivable on securities trading ex-dividend to and including the 
valuation date. 

(2) Cash dividends received to and including the valuation date that were not 
accounted for on a previous valuation date. 

(3) Accrued interest to and including the valuation date. 
(4) Interest received which had not been accrued and accounted for on a prior 

valuation date. 
(5) Income from the sale of options, rights, warrants, or security lending. 
(6) Other income received to and including the valuation date. 
Subd. 12. Distribution of earnings. At least once each year the state board shall 

distribute to each participant net earnings determined proportionately in accordance 
with their average unit holdings in each account during the period. Unless otherwise 
directed by the participating fund, any distributions shall be used to purchase addition­
al units in the accounts. 

Subd. 13. Records required. The executive director of the state board shall keep 
accounting records. The records shall reflect the number of units in the Minnesota 
combined investment funds owned by each participating fund. No certificates or other 
evidence of ownership shall be required. 
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Subd. 14. Reports required. As of each valuation date, or as often as the state 
board determines, each participant shall be informed of the number of units owned and 
the current value of the units. Annually, the state board shall provide each participant 
financial statements prepared in accordance with generally accepted accounting princi­
ples. 

History: 1980 c 607 art 14 s 12; 1981 c 37 s 2; 1984 c 383 s 1; 1985 c 224 s I 

11A.15 STATE BOND FUND. 
Subdivision 1. Establishment. Pursuant to article XI, section 7, of the Constitu­

tion of the state of Minnesota, there is hereby established a state bond fund for the 
purpose of the timely payment of principal and interest on bonds for which the full faith 
and credit of the state has been pledged. The state bond fund shall be a continuation 
of the state bond fund in existence on January 1, 1980. 

Subd. 2. Assets. Any money appropriated to the state bond.fund, any income 
arising from the invested assets of the state bond fund which is not immediately 
required to pay the principal or interest on state bonds and any proceeds arising from 
the sale of any securities in the state bond fund shall constitute the assets of the state 
bond fund. 

Subd. 3. Management. The state bond fund shall be managed by the state 
treasurer who shall, from time to time, certify to the state board those portions of the 
state bond fund which in the judgment of the state treasurer are not required for 
immediate use. 

Subd. 4. Investment. The state board shall invest assets of the state bond fund 
subject to the provisions of section 11 A.25. 

Subd. 5. Withdrawal of assets. Securities sufficient to equal the amount of money 
certified by the state treasurer as necessary to pay the principal or interest due on state 
bonds in excess of any cash on hand shall be sold at the request of the state treasurer 
and the certified amount of money shall be transferred to the state treasurer. 

Subd. 6. Credit of income towards subsequent appropriations. Notwithstanding 
provisions of section 11 A. 12, the net income of the state bond fund after the recovery 
of any losses from the sale of securities shall be deducted from the amount of any 
subsequent appropriations for the payment of principal and interest of stale bonds. 

History: 1980 c 607 art 14 s 13 

11A.16 PERMANENT SCHOOL FUND. 
Subdivision 1. Establishment. Pursuant to article XI, section 8, of the Constitu­

tion of the state of Minnesota, there is hereby established a permanent school fund 
which shall be a continuation of the permanent school fund in existence on January 1, 
1980. 

Subd. 2. Assets. The permanent school fund shall consist of the proceeds derived 
from the school lands, the swamp lands and the internal improvement lands granted 
to the state and all cash and investments credited to the permanent school fund, to the 
swamp land fund and to the internal improvement land fund. 

Subd. 3. Management. The permanent school fund shall be managed by the 
commissioner of finance. 

Subd. 4. Investment.. The permanent school fund shall be invested by the state 
board subject to the provisions of section 11A.24. 

Subd. 5. Calculation of income. As of the end of each fiscal year, the state board 
shall calculate the investment income earned by the permanent school fund. The 
investment income earned by the fund shall equal the amount of interest on debt 
securities and dividends on equity securities. If the sale of securities results in a net 
loss during a fiscal year, the net loss shall be recovered from interest and dividend 
income in equal installments over a period equal to (a) the average period prior to 
maturity remaining on the debt securities which were sold if the sale of debt securities 
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resulted in the loss, or (b) over a period of five years if the sale of equity securities 
resulted in the loss unless there is a net gain in the sale of securities sufficient to 
eliminate the amount of the loss prior to the end of the period. In any fiscal year in 
which gains on the sale of securities exceed the losses on the sales of securities, the 
excess shall be added to the principal of the fund. 

Subd. 6. Disposition of income. Notwithstanding provisions of section 11 A. 12, 
the income of the permanent school fund as calculated pursuant to subdivision 5, shall 
be credited to the permanent school fund, and transferred to the school endowment 
fund as needed for payments made pursuant to section 124.08. 

History: 7950 c 607 art 14 s 14; 1984 c 482 s 3 

11A.17 MINNESOTA SUPPLEMENTAL INVESTMENT FUND. 
Subdivision 1. Establishment. There is hereby established a supplemental 

investment fund for the purpose of providing an investment vehicle for the assets of 
various public retirement plans and funds. This fund shall consist of seven investment 
accounts: an income share account, a growth share account, a bond account, a money 
market account, a guaranteed return account, a bond market account, and a common 
stock index account. The supplemental investment fund shall be a continuation of the 
supplemental retirement fund in existence on January 1, 1980. 

Subd. 2. Assets. The assets of the supplemental investment fund shall consist 
of the money certified and transmitted to the state board from the participating public 

. retirement plans and funds and shall be used to purchase investment shares in the 
investment accounts specified by the plan or fund. 

Subd. 3. Management. The supplemental investment fund shall be managed by 
the state board. 

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

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

(2) the guaranteed return account may be invested entirely in guaranteed invest­
ment contracts; and 

(3) the money market account shall be invested entirely in debt obligations matur­
ing within three years. 

Subd. S. Participating public retirement plans or funds. Any public retirement 
plan or fund authorized or required by law to invest its assets in the supplemental 
investment fund may from time to time as provided by law certify moneys to the state 
board for the purchase of investment shares in the investment accounts of the supple­
mental investment account. The state board shall credit each purchase of investment 
shares to the appropriate participating public retirement plan or fund and shall confirm 
each purchase in writing to the appropriate plan or fund. Each participating public 
retirement plan or fund shall maintain adequate records to account for money certified 
to the supplemental investment fund. 

Subd. 6. Participation in fund. Each public retirement plan or fund which has 
certified money to the state board for investment in the supplemental investment fund 
shall have a participation in each investment account of the fund in which it has money 
invested. The participation shall be determined by the ratio of the number of shares 
credited to the public retirement plan or fund to the total number of shares in that 
account. 

Subd. 7. Purchase of shares. The state board shall allocate shares in the 
investment account or accounts at least monthly following the receipt of the funds for 
purchase of shares from the public retirement plan or fund as specified in the certificat­
ion. The purchase price for shares shall be determined using the procedure specified 
in subdivision 9. 
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Subd. 8. Redemption of shares. The state board shall redeem shares in the 
investment account or accounts on the first business day after the valuation date next 
following the receipt of the request for redemption of shares from the public retirement 
plan or fund. The redemption value for shares shall be determined using the procedure 
specified in subdivision 9. Money representing the value of the redeemed shares shall 
be transmitted to the public retirement plan or fund making the request. 

Subd. 9. Valuation of investment shares. The value of investment shares in the 
income share account, the growth share account, the bond market account, and the 
common stock index account shall 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 $ 1 per share. The value of 
investment shares in the bond account shall be $5 per share; provided, however, if the 
account shares are redeemed by a public retirement fund prior to,the expiration of the 
multiyear period set by the board for the payment of the applicable assumed rate, the 
value of the investment shares shall be at market value. Terms as to withdrawal 
schedules will be agreed upon by the public retirement fund and the state board. 

Subd. 10. Certifications for investment and requests for redemption. The state 
board may specify the required forms for certifications of money for investment and 
requests for redemption of investment shares and may require the filing of any other 
documents which it deems necessary. 

Subd. 11. Prospectus. Annually, on or before July 1, the state board shall prepare 
and shall issue a prospectus for the supplemental investment fund with separate 
exhibits for each investment account. The exhibit for each account shall list for each 
security representing the current assets of the account 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. 
The prospectus shall set forth the statutory provisions governing the supplemental 

investment fund. 
Sufficient copies of the prospectus shall be transmitted to each public retirement 

plan"or fund participating in the supplemental investment account to meet the plan or 
fund's distribution requirements. Ten copies of the prospectus shall be filed with the 
director of the legislative reference library. 

Subd. 12. Deferred yield adjustment account for the bond account of the supple­
mental investment fund. There is hereby established a deferred yield adjustment 
account which shall be increased by the sale or disposition of any debt securities at less 
than book value and shall be decreased by the sale or disposition of debt securities at, 
more than book value. At the end of each fiscal year, a portion of the balance of this 
account shall be offset against the investment income for that year.. The annual portion 
of the balance to be offset shall be proportional to the reciprocal of the period over 
which the established rate was set, unless the amounts are offset by gains on the future 
sales of securities. In any fiscal year in which the gains on the sales of debt securities 
exceed the discounts realized on the sales of such securities, the excess shall be used 
to reduce the balance of the account. 

Subd. 13. Rate of interest for bond account. At the end of each fiscal year, the state 
board shall determine a rate of interest to be applied to all contributions made to the 
bond account for that fiscal year. At the end of each fiscal year the state board may 
determine for the bond account the period over which the established rate is to apply 
to funds so invested depending on the average yield and maturity of the securities 
purchased. 

Subd. 14. Procedures for distribution of income for money market account, bond 
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the amount shall be credited to a separate reserve established for this purpose. The 
reserve shall be invested in the same manner as all other assets of the-fund and shall 
be credited with any investment income as specified in clause (1 )(a). Amounts credited 
to the reserve shall be utilized in determining a postretirement adjustment in the 
subsequent year. The amount certified shall be carried to five decimal places and stated 
as a percentage. 

Subd. 10. Payment of postretirement adjustment. Upon receiving the certification 
of the amount of the postretirement adjustment from the state board, each participating 
public pension fund or plan shall determine the amount of the postretirement adjust­
ment payable, to each eligible annuitant and benefit recipient. The dollar amount of 
the postretirement adjustment payable to each annuitant or benefit recipient shall be 
calculated by applying the certified postretirement adjustment percentage to the amount 
of the monthly annuity or benefit payable to each eligible annuitant or benefit recipient. 
The postretirement adjustment shall commence to be paid on January 1 following the 
calculations required pursuant to this section and shall thereafter be included in the 
monthly annuity or benefit paid to the recipient. Notwithstanding section 356.18, any 
adjustment pursuant to this section shall be paid automatically unless the intended 
recipient files a written notice with the applicable participating public pension fund or 
plan requesting that the adjustment not be paid. ' , : 

Subd. 11. Adjustment for mortality gains and losses. As of June 30 annually, the 
actuary of each participating public pension fund or plan shall calculate the amount of 
required reserves representing any mortality gains and any mortality losses incurred by 
the fund or plan during the fiscal year. The actuary shall report separately the amount 
of the reserves for annuitants and benefit recipients who are eligible for a postretire­
ment benefit adjustment and the amount of reserves for annuitants and benefit recipi­
ents who are not eligible for a postretirement benefit adjustment. If .the net amount 
of required reserves represents a mortality gain, the-participating public pension fund 
or plan shall certify that amount to the state board, which shall sell sufficient securities 
or transfer sufficient available cash to equal the amount of money certified. If the 
amount of required reserves represents a mortality loss, the participating public pen­
sion fund or plan shall transfer to the state board an amount equal to the amount of 
the net mortality loss. The amount of the transfers shall be determined before any 
postretirement benefit adjustments have been made. All transfers resulting from 
mortality adjustments shall be completed annually by December 31" for the preceding 
June 30. Interest shall be charged or credited on any transfers after December 31 based 
upon the average short-term rate earned by the postretirement investment fund. All 
book values of the assets of the fund, for the purposes of subdivision 9 shall be 
determined only after all adjustments for mortality gains and losses for the fiscal year 
have been made. . 

Subd. 12. Appropriation of required amounts. All money necessary to meet the 
requirements of the certification of withdrawals and all money necessary to pay 
postretirement adjustments pursuant to this section are hereby and from time to time 
appropriated from the postretirement investment fund to the state board. 

History: 1980c 607 art 14 s 16; 1981 c 208 s 2; 1982 c 424 s 1; 1983 c 324 s 4-6 

11A.19 VARIABLE ANNUITY INVESTMENT FUND. 
Subdivision 1. Establishment. There is hereby established a variable annuity 

investment fund for the purpose of providing an investment vehicle for the assets of 
the variable annuity program of the teachers retirement association. The variable 
annuity investment fund, shall be a continuation of the variable annuity fund in 
existence on January 1, 1980. 

Subd. 2. Assets. The assets of the variable annuity investment fund shall consist 
of all cash and investments credited to the variable annuity program of the teachers 
retirement association. 

Subd. 3. Management. The variable annuity investment fund shall be managed 
by the state board. 
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Subd. 4. Investment. The assets of the variable annuity investment fund shall be 
invested by the state board subject to the provisions of section 11A.24 except that: 

(a) Up to 100 percent of the book value may be invested in corporate stocks; 
(b) Up to six percent of the book value may be invested in the stock of any one 

corporation; 
(c) Up to ten percent of the book value may be invested in corporate stocks which 

do not conform with the dividend standard provided for in section 11A.24, subdivision 
5. 

Subd. 5. Valuation of fund. The variable annuity investment fund shall be valued 
by the state board bimonthly, using the closing market prices of the last business days 
of August, October, December, February, April and June of each fiscal year. The ratio 
of the total market value of investments to the admitted value of investments at the 
end of the preceding fiscal year, plus the cost of investments acquired, less the net 
receipts from investments sold during the fiscal year, shall be determined for each 
valuation date. The admitted value of the investments of the variable annuity invest-. 
ment fund at the end of each fiscal year shall be the book value of all investments held 
at that date multiplied by the average of the ratios at the 12 bimonthly valuation dates 
for the fiscal year and the immediately preceding fiscal year. The book value of 
investments during any fiscal year shall be the admitted value at the end of the 
preceding fiscal year or the cost of the investments if acquired during the fiscal year. 

Subd. 6. Accounting procedures. Notwithstanding provisions of section 11 A. 12, 
the following procedures shall be employed by the state board: 

(1) The earnings from the investments of the variable annuity investment fund 
shall consist of dividends, interest and all other income derived from the investments 
and shall be determined on an accrual basis as of each bimonthly valuation date. The 
income shall be attributed to those funds in the account at the beginning of the 
bimonthly period. Earnings from investments shall not include changes in the admit­
ted values of the investments. 

(2) Any realized gain or loss shall be recorded in a realized appreciation account, 
and shall consist of the amount received on sale less the cost of the security. Unrealized 
gains or losses for any fiscal year shall be determined as provided in subdivision 5. 

Subd. 7. Total annual increment or decrement. The total annual increment or 
decrement for any one year shall be the sum of (a) the six bimonthly computations of 
earnings as computed under subdivision 6, clause (1); (b) total realized gains or losses 
for the fiscal year as computed under subdivision 6, clause (2), after adjusting for the 
approximate unrealized gain or loss evidenced for such securities in the admitted value; 
and (c) total unrealized gains or losses for the fiscal year as computed under subdivision 
6, clause (2). 

Subd. 8. Rate of return. The total annual increment or decrement divided by the 
admitted value of the assets of the Minnesota variable annuity investment fund, as 
computed pursuant to subdivision 5, shall be defined as the rate of return for the fiscal 
year. The rate of return is to be used as the percentage of increase or decrease which 
shall be credited to the individual member's account balances at the end of the fiscal 
year. 

History: 1980 c 607 art 14 s 17.45 subd 1 

11 A.20 INVESTMENT OF STATE TREASURY FUNDS NOT CURRENTLY 
NEEDED. 

Subdivision 1. Certification of state treasury funds not currently needed. When 
there are funds in the state treasury over and above the amount that the commissioner 
of finance has determined are currently needed, the commissioner shall certify to the 
state board the amount thereof. 

Subd. 2. Investment. The certified amount of state treasury funds not currently 
needed shall be invested by the state board subject to the provisions of section 11 A.25. 
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Subd. 3. Crediting of investment income. Notwithstanding provisions of section 
11 A. 12, all investment income and all investment losses attributable to the investment 
of state treasury funds, other than the game and fish fund, not currently needed shall 
be credited to the general fund. 

History: 1980 c 607 art 14 s 18; 1981 c 356 s 254; lSpl985 c 13 s 77 

11A.21 INVESTMENT OF HIGHWAY FUNDS. 
Subdivision 1. Certification of highway funds. The commissioner of transporta­

tion shall certify to the state board those portions of the trunk highway fund established 
pursuant to article XIV, section 6 of the Constitution of the state of Minnesota, the 
county state-aid highway fund established pursuant to article XIV, section 7 of the 
Constitution of the state of Minnesota and the municipal state-aid street fund estab­
lished pursuant to article XIV, section 8 of the Constitution of the state of Minnesota 
which in the judgment of the commissioner are not required for immediate use. 

Subd. 2. Investment. The certified amount of highway funds not currently needed 
' shall be invested by the state board subject to the provisions of section 11A.25. 

History: 1980 c 607 art 14 s 19 

11A.22 STATE ZOOLOGICAL GARDEN OPERATING RECEIPTS INVEST­
MENT ACCOUNT. 

Subdivision 1. Establishment. There is hereby established a zoological garden 
operating receipts investment account for the purpose of investing funds not required 
for immediate use. 

Subd. 2. Certification of receipts. The Minnesota zoological garden board shall, 
from time to time, certify to the state board the amount of funds available for 
investment. 

Subd. 3. Investment. Amounts certified to the Minnesota zoological garden 
operating receipts investment account shall be invested by the state board subject to 
the provisions of section 11A.25. 

Subd. 4. Crediting of investment income. Notwithstanding provisions of section 
11A. 12, all investment income and all investment losses attributable to the investment 
of the account shall be credited to or borne by the Minnesota zoological garden general 
account. 

Subd. 5. Withdrawal of funds. Upon certification by the Minnesota zoological 
garden board that money in the Minnesota zoological garden operating receipts invest­
ment account are needed for current purposes, the state board shall sell sufficient 
securities to equal the amount of money certified as needed and shall order the transfer 
of the money to the Minnesota zoological garden general account. 

History: 1980 c 607 art 14 s 20; lSpl985 c 13 s 374 

11A.23 INVESTMENT OF RETIREMENT FUNDS AND PLANS. 
Subdivision 1. Certification of assets not needed for immediate use. Each executive 

director administering a retirement fund or plan enumerated in subdivision 4 shall, 
from time to time, certify to the state board for investment those portions of the assets 
of the retirement fund or plan which in the judgment of the executive director are not 
required for immediate use. Assets of the fund or plan required for participation in 
the Minnesota postretirement adjustment fund, the combined investment fund, the 
supplemental investment fund or the variable annuity investment fund shall be trans­
ferred to those funds as provided by sections 11A.01 to 11 A.25. 

Subd. 2. Investment. Retirement fund assets certified to the state board pursuant 
to subdivision 1 shall be invested by the state board subject to the provisions of section 
11A.24. Retirement fund assets transferred to the Minnesota postretirement invest­
ment fund, the combined investment fund, the supplemental investment fund or the 
variable annuity investment fund shall be invested by the state board as part of those 
funds. 
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Subd. 3. Withdrawal of assets. When an executive director administering a 
retirement fund or plan enumerated in subdivision 4, certifies to the state board that 
invested assets of the fund or plan are required for immediate use, the state board shall 
sell securities to equal the amount of assets certified as required and shall order the 
transfer of the assets to the appropriate executive director. 

Subd. 4. Covered retirement funds and plans. The provisions of this section shall 
apply to the following retirement funds and plans: 

(1) State university and state community college supplemental retirement plan 
established pursuant to sections 136.80 to 136.87; 

(2) State employees retirement fund established pursuant to chapter 352; 
(3) Correctional employees retirement plan established pursuant to chapter 352; 
(4) State patrol retirement fund established pursuant to chapter 352B; 
(5) Unclassified employees retirement plan established pursuant to chapter 352D; 
(6) Public employees retirement fund established pursuant to chapter 353; 
(7) Public employees police and fire fund established pursuant to chapter 353; 
(8) Teachers' retirement fund established pursuant to chapter 354; 
(9) Judges' retirement fund established pursuant to chapter 490; and 
(10) Any other funds required by law to be invested by the board. 

History: 1980 c 607 art 14 s 21; 1981 c 37 s 2; 1981 c 208 s 10; 1981 c 224 s 15 

11 A.24 AUTHORIZED INVESTMENTS. 
Subdivision 1. Securities generally. The state board shall have the authority to 

purchase, sell, lend or exchange the following securities for funds or accounts specifically 
made subject to this section including puts and call options and future contracts traded 
on a contract market designated and regulated by a federal agency. 

Subd. 2. Government obligations. The state board may invest funds in govern­
mental bonds, notes, bills, mortgages and other fixed obligations, including guaranteed 
or insured issues of (a) the United States, its agencies, its instrumentalities, or organiza­
tions created and regulated by an act of Congress; (b) Canada and its provinces, 
provided the principal and interest is payable in United States dollars; (c) the states and 
their municipalities, political subdivisions, agencies or instrumentalities, where backed 
by the state's full faith and credit or if the issuer has not been in default in payments 
of principal or interest within the past ten years or in the case of revenue bonds the 
obligor has been completely self-supporting for the five prior years; (d) the International 
Bank for Reconstruction and Development, the Inter-American Development Bank, 
the Asian Development Bank, the African Development Bank, or any other United 
States Government sponsored organization of which the United States is a member, 
provided the principal and interest is payable in United States dollars and the issues 
are rated in the highest quality category by a nationally recognized rating agency. 

Subd. 3. Corporate obligations. The state board may invest funds in bonds, notes, 
debentures, transportation equipment obligations, or any other longer term evidences 
of indebtedness issued or guaranteed by a corporation organized under the laws of the 
United States or any state thereof, or the Dominion of Canada or any province thereof 
if they conform to the following provisions: 

(a) the principal and interest of obligations of corporations incorporated or orga­
nized under the laws of the Dominion of Canada or any province thereof shall be 
payable in United States dollars; 

(b) obligations shall be rated among the top four quality categories by a nationally 
recognized rating agency; 

(c) for unrated obligations, the corporation shall have issued other similar securi­
ties rated according to clause (b) or: (i) the consolidated net pretax earnings of 
corporations other than banks and finance corporations shall have been on average for 
the preceding five years at least three times the annual interest charges on total funded 
debt applicable to that period; or (ii) the consolidated net pretax earnings of banks and 
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finance corporations shall have been on average for the preceding five years at least 2.4 
times the annual interest charges on total funded debt applicable to that period. 

Subd. 4. Other obligations. The state board may invest funds in bankers 
acceptances, certificates of deposit, commercial paper, mortgage participation certificates 
and pools, repurchase agreements and reverse repurchase agreements, guaranteed 
investment contracts, and savings accounts if they conform to the following provisions: 

(a) bankers acceptances of United States banks shall be limited to those eligible 
for purchase by the Federal Reserve System; 

(b) certificates of deposit shall be limited to those issued by banks and savings 
institutions that meet the collateral requirements established in section 9.031, unless 
sufficient volume is unavailable at competitive interest rates. In that event, noncollater-
alized certificates of deposit may be purchased from United States banks and savings 
institutions that are rated in the highest quality category by a nationally recognized 
rating agency; 

(c) commercial paper shall be limited to those issued by United States corpora­
tions or their Canadian subsidiaries, shall be of the highest quality and mature in 270 
days or less; 

(d) mortgage participation or pass through certificates evidencing interests in 
pools of first mortgages or trust deeds on improved real estate located in the United 
States where the loan to value ratio for each loan as calculated in accordance with 
section 61 A.28, subdivision 3 does not exceed 80 percent for fully amortizable residen­
tial properties and in all other respects meets the requirements of section 61A.28, 
subdivision 3. In addition the state board may purchase from the Minnesota housing 
finance agency all or any part of any pool of residential mortgages, not in default, which 
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 issue, the amount of mortgage loans then outstanding and not in default, 
which 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 purchase 
the mortgage loans at a price such that the yield thereon to the state board will, in its 
judgment, be comparable to that 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 investment of any portion of the funds of the agency for such period, with such 
withdrawal privileges, and at such guaranteed rate of return, if any, as may be agreed 
between the state board and the agency. 

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

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

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

Subd. 5. Corporate stocks. The state board may invest funds in stocks or 
convertible issues of any corporation organized under the laws of the United States or 
the states thereof, the Dominion of Canada or its provinces, or any corporation listed 
on the New York Stock Exchange or the American Stock Exchange, if they conform to 
the following provisions: 

(a) The aggregate value of corporate stock investments, as adjusted for realized 
profits and losses, shall not exceed 75 percent of the market or book value, whichever 
is less, of a fund, less the aggregate value of investments according to subdivision 6; 

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

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: 
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(1) Venture capital investment businesses through participation in limited part­
nerships 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 Company 
Act of 1940; and , 

(4) Resource investments through limited partnerships, private placements and 
corporations! . . ' • ' " ' ' 

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

(1) The aggregate value of all investments made according to clause (a) shall not 
exceed 20 percent of the market value of the fund for which the state board is investing; 

(2) There shall be at least four unrelated owners of the investment other than the 
state board; 

(3) State board participation in an investment vehicle shall be limited to 20 
percent thereof; 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 
not engage in any activity as a limited partner which creates general liability. 

Subd. 7. Appropriation. There is annually appropriated to the state board, from 
the assets of the funds for which the state board invests pursuant to subdivision 6, 
clause (a), sums sufficient to pay the costs for the management of these funds by private 
management firms. 

History: 1980 c 607 art 14 s 22; 1981 c 208 s 3-6,9; 1982 c 587 s 2; 1983 c 216 art 
1 s 5; 1983 c 324 s 7-9; 1984 c 382 s 1; 1984 c 383 s 2.3; 1985 c 224 s 3-5 

11A.25 ADDITIONAL INVESTMENT PROVISIONS. 
When investing assets of any funds or accounts specifically made subject to this 

section or not otherwise referred to,in sections 11 A.01 to 11 A.25, all securities shall be 
debt obligations maturing within three years of the date of purchase and shall conform 
to the applicable provisions of section 11A.24. ' 

History: 1980 c.607 art 14 s 23 
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