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CHAPTER 11

STATE BOARD OF INVESTMENT

See. Sec,
11.01 Investment of permanent trust funds 11.10 Investment of money in state treasury not cur-
11.04 Secretary to have access to bonds and securi- rently needed

ties being part of trust funds 11.11 Executive secretary; consultants
11.05 Appropriation for investment 11.12 Duties of executive secretary; bond
11.06 Standing appropriation for expense of invest- | 11.13 Investment policies

ment 11.14 Office space
11.08 Escheated property; report, sale

11.01 INVESTMENT OF PERMANENT TRUST FUNDS. The permanent
school fund, permanent university fund, swamp land fund, internal improvement
land fund, and all other permanent trust funds of the state of Minnesota, may be
invested in the bonds of the United States or the state of Minnesota, and each
of these funds, except the internal improvement land fund, may be invested in
the bonds of any other state of the Union, yielding not less than one per cent
interest, or in the bonds of any school district, county, city, town, or village of
this state, yielding not less than two per cent interest. These funds shall be
invested by a board of commissioners consisting of the governor, treasurer,
auditor, attorney general, and one commissioner to be appointed by the regents
of the University of Minnesota from among their members, which shall be known
as the state board of investment, and which shall hold regular meetings on the
first and third Wednesdays of each month. The governor shall be ex officio presi-
dent of the board, which shall have a permanent secretary, who shall keep a
record of its proceedings. Both the secretary of the board and the auditor shall
keep a record showing the trust fund to which each bond belongs, the number
and amount of each bond, when issued, the rate of interest, when and where pay-
able, by whom executed, when purchased, when withdrawn, and for what pur-
pose. No loans shall be made and no bonds shall be purchased, sold, exchanged,
or transferred from one trust fund to another except upon a majority vote of all
members of the board of investment. In investing the permanent school fund,
preference shall be given to applications for loans from school districts and
priority shall be accorded such loans of $25,000 and less. The board of investment
shall have the power to fix and change the rate of interest on loans to munici-
palities within the state; provided such rate is never less than two per cent,
and when such rate is changed after any municipality has voted its bonds to the
state such municipality is hereby authorized to pay the new rate so fixed and to
issue its bonds bearing such rate upon approval and acceptance thereof by resolu-
tion of its governing body.

[1921 ¢ 516 s 1; 1925 ¢ 181 s 1; 1929 ¢ 25 8 1; 1931 ¢ 346 8 1; 1935 ¢ 837 8 1; 1939
c38781;1941¢c 1728 1; 1943 ¢ 152 s 1] (6303)

11.02 [Repealed, 1959 ¢ 693 s 7]
11.03 [Repealed, 1959 ¢ 693 s 7]

1104 SECRETARY TO HAVE ACCESS TO BONDS AND SECURITIES BEING
PART OF TRUST FUNDS. The state treasurer shall continue to have the
custody of the bonds and securities belonging to the trust funds of the state, but
the secretary shall have access thereto, in the presence of a representative of the
state treasurer, during the usual office hours of the treasury department.

[1917 c. 271 8. 7] (6810)

1105 APPROPRIATION FOR INVESTMENT. Subdivision 1. Annually.
There are hereby annually appropriated for the purposes of investment all moneys
received into the state treasury to the credit of the permanent school fund, per-
manent university fund, internal improvement land fund, and all other funds re-
quired to be invested in securities or which may be loaned as provided by law.

Subd. 2. Coverage. The annual appropriations herein provided for shall cover
the full purchase price of bonds or other securities to be purchased, including pre-
miums when bonds or securities are purchased above par. All premiums to be paid
out of such appropriation of trust funds shall be amortized from the income from



MINNESOTA STATUTES 1961

145 STATE BOARD OF INVESTMENT 1110

said bonds or securities as follows: The yield on said bonds or securities shall be
calculated on the basis of cost including premiums. From each interest payment to
be received there is hereby appropriated and there shall be transferred to the
respective trust funds the difference between the yield of the bond or security so
calculated for that interest period and the interest received, so that at the maturity
of the bond, or security the respective trust funds will be completely reimbursed for the
amount of premiums paid. When United States government obligations are purchased
below par, all discounts shall be accumulated on such bonds or securities as follows:
At the time each interest payment is received there shall be transferred from the
principal to the income of the respective trust funds the difference between the
yield of the bond, or security so calculated for that interest period and the interest
received so that at the maturity of the bond, or security, income will be credited
with the full amount of the interest yield, namely the amount received from the
‘coupons plus the amount of the discount. The amount received from the bond, or
security, at maturity will be credited to principal and will completely reimburse the
principal for: (1) The amount paid from principal for the purchase of the bond at a
discount, and (2) the amounts transferred from principal to income to cover the
difference between the yield of the bond, or security, and the interest received from
the coupons. The yield from United States treasury bills shall be the difference be-
tween the cost price and selling price or maturity value and shall be regarded as
interest income. The state board of investment shall initiate those entries that are
necessary to give effect to the above provision applicable to those investments pur-
chased on and after January 1, 1955.

Subd. 3. Profit credited to trust fund. If the state board of investment shall
sell any bonds or other securities held in the trust funds of the state above the
purchase price therefor, the profit therefrom shall be credited to the principal of
the trust fund in which they are held.

Subd. 4. Collection of unearned interest. If the state board of investment shall
accept payment of any bonds or other securities, by the issuers thereof, prior to
maturity, upon payment of their face value and accrued interest, plus the differ-
ence in interest between that which the face value of said bonds or securities would
have yielded if they had not been paid before maturity and the interest, if less,
that will be received on the reinvestment of the principal so prepaid up to the
date of its original maturity, the unearned interest so paid in advance shall be dis-
tributed in the same manner and at such times as the interest on such bonds or
securities would have been distributed if such interest had not been so prepaid.

[R L s 2436; 1945 ¢ 312 s 1; Ex1961 ¢ 84 s 1] (6313)

1106 STANDING APPROPRIATION FOR EXPENSE OF INVESTMENT.
There are hereby annually appropriated such sums as shall be found necessary
for the incidental expenses of purchase, including the payment of interest accrued
at the time of purchase, of bonds for the permanent school and university funds,
payable from the current or general school or university funds, respectively, and
for like expenses of the purchase of bonds for the other permanent funds referred
to in section 11.05, payable from the respective current or general funds.

[R. L. s. 2437) (6314})

1107 [Repealed, 1961 ¢ 561 s 17]

11.08 ESCHEATED PROPERTY, REPORT, SALE. The state auditor shall re-
port immediately to the state board of investment all personal property other than
money received by the state of Minnesota as escheated property. When the state
board of investment shall determine that it is for the best interest of the state to
sell such property it shall direct the state treasurer to sell the same to the highest
bidder in such manner and upon such terms and conditions as it may prescribe.
All moneys received from such sale shall be credited to the general revenue fund
of the state.

(1941 ¢ 198 8 1; 1957 ¢ 861 s 2]

11.09 [Repealed, 1961 ¢ 561 s 17]

11.10 INVESTMENT OF MONEY IN STATE TREASURY NOT CURRENTLY
NEEDED. Subdivision 1. Investment of freasury fund. When there shall be any
money in the state treasury that is not currently needed, the state auditor shall
certify to the state board of investment the amount thereof. The board of invest-
ment may then invest said amount, or any part thereof, in treasury bonds, cer-
tificates of indebtedness, bonds or notes of the United States of America or bonds,
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notes or certificates of indebtedness of the State of Minnesota, all of which must
mature not later than three years from date of purchase.

Subd. 2. State auditor to certify. When it shall appear to the state auditor that
any invested funds are needed for current purposes before the maturity dates of
the securities held, he shall so certify and it shall then be the duty of the board of
investment to order the sale or conversion into cash of securities of the amount so
certified.

Subd. 3. Interest and profit credited to general revenue fund. All interest and
profit accruing from said investments shall be credited to and be a part of the gen-
eral revenue fund, except as otherwise provided by law; and any loss incurred in the
principal of said investments shall be borne by the general revenue fund.

[1949 ¢ 110 s 1-8]

11.11 EXECUTIVE SECRETARY; CONSULTANTS. The board of investment
shall employ an executive secretary to perform the duties provided by law, and
may employ or engage such expert consultants and technical and other assistants
as it deems necessary. Such persons so employed or engaged are in the unclassified
service of the state. The employment of the executive secretary shall be subject to
confirmation by the senate in the same manner as the appointment of executive
officers is confirmed by the senate.

[1959 ¢ 693 s 1] .

11.12 DUTIES OF EXECUTIVE SECRETARY; BOND. The executive secre-
tary shall manage and direct the work of the board of investment on a full time
basis. He shall be a person well qualified by training and experience to manage, ad-
minister and invest the money available from time to time for investment. He shall
have free access to all files and records of the various funds assigned to the board
for investment purposes, and may inspect and audit the various accounts thereof as
he deems necessary. He shall devote his full time and attention to the duties of his
office, and shall not engage in any other occupation or profession. He shall be paid
such salary as is determined by the board, subject to such maximum amount as may
be set by the legislature. He shall perform duties prescribed by the board. He shall
attend all board meetings and report to the board all operations and negotiations
under his control and supervision. Before he assumes the office to which he has been
appointed, the executive secretary shall give bond to the state in the sum of at least
$100,000 conditioned for the faithful discharge of his official duties.

[1959 ¢ 693 s 2]

11.13 INVESTMENT POLICIES. The board shall invest the funds over which
it has supervision in securities authorized by law and may dispose of or convert such
securities when in its judgment it is to the best interest of the funds so to do. The
board shall formulate and establish, and may from time to time amend, modify or
repeal such policies as it deems necessary and proper which shall govern the
methods, practices or procedures for the investment, reinvestment, purchase, sale,
or exchange of securities, to be followed by the executive secretary. All securities
purchased shall be kept in the custody of the state treasurer and shall be held as
an asset of the fund from which the money was spent, and except as otherwise
provided by law, any loss or gain shall inure to such fund.

[1959 ¢ 693 s 3]

1114 OFFICE SPACE. The custodian of the state capitol building shall pro-
vide the executive secretary and staff with suitable office and storage space in the
state capitol near the office of the state treasurer.

[1959 ¢ 693 s 4]



