FIRST AMENDMENT TO VALENT VENTURE & GROWTH FUND, L.F.
~ -SUBSCRIPTION AGREEMENT

This Amendment is made and entered into between the
Minneapolis Police Relief Association ("Subscriber"), Valent
venture & Growth Fund, L.P. (the "pPartnership") and valent
Investment Advisers, Inc. (the "General Partner"), for the
purpose of amending the Subscription Agreement between Subscriber
and the Partnership:

The parties hereby agree as follows:

1. Subscriber is an accredited investor as defined in Rule
501(a) (1) under the Securities Act of 1933 by virtue of being a
plan established and maintained by a state, its political
subdivisions, or any agency or instrumentality of a state or its
political subdivisions, for the benefit of its employees, if such
plan has total assets in excess of $5,000,000;" as defined in
said Rule.

2. Notwithstanding anything to the contrary contained in
the Subscription Agreement or Agreement of Limited Partnership,
the General Partner agrees to perform its duties in good faith
and to exercise that degree of judgment and care, under the
circumstances then prevailing, that persons of prudence,
discretion, and intelligence would exercise in the management of
their own affairs, not for speculation, considering the probable
safety of Subscriber’s capital as well as the probable investment
return to be derived from Subscriber’s assets. The General
Partner and the Partnership also agree to comply with all other
applicable laws and regulations.

3. Within 45 days following the end of each fiscal year of
Subscriber (January 1 - December 31), the General Partner and the
Partnership shall deliver to Subscriber a report stating the
total amount of fees and commissions paid by Subscriber auring
such year. The General Partner and the Partnership shall also
deliver to Subscriber any other reports or other information

required by law or reasonably requested by Subscriber from time
to time.

4. Attached hereto is a copy of Minnesota Statutes,
Section 356A.06, Subd. 7 - subd. 8b, which contain the investment
restrictions applicable to Subscriber under Minnesota law. Also
attached is the Statement of Pension Fund Investment Policy
adopted by Subscriber’s Board. The Partnership and the General
Partner acknowledge receipt of the attached materials and agree
to handle Subscriber’s investments and assets in accordance
therewith.

. 5. No Related Partners or Special Partners shall be
admitted to the Partnership without Subsecriber’s prior written
consent.
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6. The partnership shall at all times have at least four
unrelated partners after gubscriber’s investment.

7. This Amendnment is binding upon, and shall inure to the
penefit of. t+he successors and assigns of the parties hereto.

IN WITNESS WHEREOF, the undersigned have caused the

execution of this Addendum as of this _/ day of Ayei é /7276

1996.
MINNEAPOLIS POLICE RELIEF ASSOCIATION

BY Gorzld R. Bridgewean ///

ItS_g,r_e_gfa'—Pﬁ-c’mLo»- —

VALENT VENTURE & GROWTH FUND, L.P.
(By Valent Investment Advisers, tnc., Tts General

ol Bt

pavid B. Welliver, President

VALENT ESTMENT ADVISERS, INC.
BY * V) s et

pavid B. Welliver, Fresident

29748
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(NVESTMENT POLICY OF THE MINNEAPOL S POLICE RELIEF ASSOCIATION

The fund has a long and successful hlstory peglinning LN 1890, 47
yoars before Soclal Securlty, and many mors years before most pension
funds began. The fund was incorporalad in order to provide {or the
families of solf sacritficing, injured and dead polilce officers who
performed so vallantly tor the pubite good. The fund was cioeod by
state law and cannot accept Now members as of June 16, 1980, Fuil
funding 18 required by 2010, however Iarge beneflt payments will be
yequlired for some time after that. With {his In mind the goard of

pDlirectors 8ot the followling puldellnes.

The Board of Directors has & moral as well as & lagnl obtllgation
to the members. The maln functibnp is to provide the expected and
promissd penefils to both future and currsnt ratirees, spousos and
dependent children according to Minnesoia State Law.

{n order to do thls, the Fund trelled association) must be
protocted. not only the agssets, and the bensflt structure, but atso the
right to self dastiny and self administration 30 that the members have

as much control owver thelr future as possible.

All assets and investments of the fund shall be at required by
Minnesota State Law within the state Board of jnveostmant guldelines.

. in proteciing assets of the fund the importancs of growth is
recognized, however 1t 18 necessary to be conservative, with downslde

risk to be mianimized.

The constant change n the ~economic atmosphere requires
tlexibitity. Diversification of assets 18 8 must in ordefs to reduce
rlek. Not just dlversification by class of lnvestment, but atso within
classes.

safety of principie is a priorlity. however safotly and performancs
.  must be balanced In order to provide ths fund with a reasonable long
term return on investments. It |s the Boards policy to giversify the
tund into tfour mailn areast

1. Cash 0-75%

2. Bonds 0-TE%

1. Common Stochks o-75%
4. Other 0-20%

Stock holdings shall be reduced from the maximum 75% by any
Investments |in #4. Othet investments shall Include Venturse Capital,
real estate, oll and gat. stc.

The percentage mix among these categorles shall be vitled as
market conditions dictate. ’

Each of thesa areas should be diversifled within themsolves. l.e.
approximately 30 or more different stocks within portiollo. Bonds
should be mestiy VU.5. govcrnmenta.' Normally only corporates of the
hiohest gquallty shall be purchased. The bond maturity range should be
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jeaning towards mid term maturtities: cxcept for speclal market

conditions.

nen| Estale must be only of & typs® whereby ylabitity to the tund
is limited, and should be dgivarsificd between shopping centerls, office
space. warchousing. apts, elc. as market congltions warrant. Real
Estate |nvo|tments should have a balance betwen income and
appreciatlion. gince the M.P.R.A. is a closed {fund, Dew Real Estale
investments made in the {ate mid 1880's to 2000 should lean townrds

incofme more than appreclation.

venture capltal must bo well diversifled and should be palanced
carsfully agalinst cash flow needs in the 21st century.

Alf investment declslons of ihe Board shell follow the prudent
erson frule, §ince & main Investment goal of the Board (83 to maximize
the total 1nveatmant raturn within sach class and lndlvldual assot
balancod against risk. purely ngoclal lnventmont's“ are to be
avolded, however rare cases ehould be iooked at tor other long rangé

conseguences that might damage ©fF penefit the {fund.

A1l assets except for yn house managed cash shall be neld In
custody for inhe Relief Associatlioen by & quallilod Trust Company or Bank
Trust Departmeni. This custody agent ahall be responsibte by contract
for the timely collection of dividends, interest and prlncipal
maturities. pspository Trust Corp. may be used by chosen custodian.
The custody agent shal! sweep the account dally. leaving no unmanagod
cash. Gioeck dividends shall be posted on due date. A cash monoy
market fund of the custody ageni?® choosing shall be utilized. The
custodian 18 responsible for any reloase of cash ofr securities.
purchases. sales, wire OF other transfers tfrom the account. Three (3)
or more signatures of the elected board {8 foqulrod pefore there s any
transfer of agsets from the custody account. One actuaf signature,
with that slgnature attesting to the approval of at tsast two othert

board membere |s aceeptable.

One oOF more profcssionul investment adviser shalli be utitized &Y
the Board fof advice on palanced fund assets-stocks. bonds. cash.
Monthly reports and quarteriy meetings with Board required. Advisers
shatl perform in the uppef half of their respective fietd, over &
compiele market cycle. cons ldering the Relled Assocliatlons

{nypsiment polley they are required to follow.

) The adviser witt be held responsible for psrformance, prudent
person standards, competitive brokerage fees and fof foltowing lawsd and
guldelines of §.B.). and the Board policy ob any investment sugpestions
made. The adviser must contacl one oOf more of the siected Board ©
Directors upon any recommendation to buy, sell of otherwise trade
asseis (n the sccount. AR explanation of the reason fof recommendation

to bo glven to the Dlrectorl.

The adviser snalil not. be suthorized to complete any purchase or
sale of assets. This witl be accomplished thr¥ the custodlan with the

appropriate signatures as deacribed 1D the custodlisn section ot this

page 99



a2s/29796 22157 x €12 672 B&B3 MmpLS POL REL KES .03

page. ©One copy of this authorization to custody qgent. one to adviser.
one In office file,

All Real Estate and venture capltal tnvestments shat! be satected
by the Board aftor study of ihe particular invesiment, and current
conditions as to cash flow, fund mix, market timing, diversification
atc., Written approval by an attorney of the Boards choosing 859 to the
egality under s . p.i. guideline® of any such investment shall be
proaanted in writing to the board pefore purchase.

woiner" jpvesiments ehall be studied on B case by case basls as 1o
risk, returhn, compeatitive tees 8tC. In most cases &n attorneyés written
oplnion on tegal ity under state jaw will be required,

gBecurities jending @ authorized it the fund |# Indemnifled
against joss In wrlting by the tending agent.

perf{ormance moasurement of assets shat!l be compared against board
selocted indlciss by 8 proiesaional hired by the Board. Quarter!y
reporis an¢ annual meetings with board required.

A 5% return on jnvestments is assumed {for actuary putposea by
state law, however 1t 18 the goal fof our entire asset base to
outperform over a market cycle of approglmalely 5 years, ofr peak to
peak, ©OF trough to trough, the rate of Inflation by 3% of more Aas
measured by the C.P.1. This porformance should Increassd assets at 8
faster rate than currant assumptions undetr State law,

The common stocks held should equal or exceed the performance of
the S&P 500. -

Bond performance shoulo egual ©of excaed the Shearson/lLohman
@overnment composite bond indeXx.

Cash should normaliy be 8 minof % of the overall portfollo. but
may be heavily utilized during cortalin times of a market cycle such as
a recesslion, of when short tarm rales are higher than long., ©Of during
{alliing stock of bond markets. The cash resturn should esqual o©OfF exceed
the U.8. T-Bill ratle.

Rea) Estate and Venture Capital should be measured sgainst
appropriate indices, However 1t is racognized that alnce true.
objective performance measuroment of real estate 18 more grfticult-
iiming, selectlion and diversitication within the investment at the time
it |s made should be the more jmportant tactor over performance
indlces, Also with our closed fund, lncome must be mora of & concern
at some point then capital gains in thess investments thersby making
performance measurement according to indlces more gifticult.

Assumptions as to retirement age. age on death, future sataries.
ete. refloct heavily on investment declsions. Thorelore acourate and
current data must be retiected In the snnuai actusry repotft. Future
cash flow studles musi be considered &s annual paymentis to retlirses
become closer to yearly contrlbullons,irom the members. state and city.
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: All fee?d pald to Invostment advisers, cusiody agent, per{ormance
svaluatorl: and other profeaalonale serving the Board shall be

compo\itlve.

it s imperative that each slected Board member nas as much
kpowledge 858 possible In order to propoerly fulfill his/sher duttes. 1
is & policy of the gBoard to provide tinancial subscriptions and

ch directofl. Eech elected director 18 stronply
tional tinancial seminars ©of confecronces
each Yyear. Monthly board meetings, quarterly meeting with ouf
investment adviseld, MPPC and LCPR and olherl legistative meetings are
to be regutarly attended DbY the.lndlvldual director as deemed necossary

by the Board.

, As tiduclaries. posslblo confiicts of interest must be rocognlzod
and avolded by the members of the Board of Directors. sjected as well

as appointed.

Thilse general policy has been iIn operatlon,alnce 1gg0, 1t ¢
written in state Law, laws and pylaws of the Assoclation. minutes of
the Asgociation ang contracts with the_lnveatment adviser, custoedy
agent, performance evaluator and othor. However i1 8 condensed inte
these four pages 80 thet thooo_lnteros!ad can easily undcratand oufr

investment policy. ’
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§ 356A.06 PUBLIC PENSION FIDUCIARY RESPONSIBILITY

Subd. 7. Expanded list of authorized investment securities. (a) Authority. Exeept to
the extent otherwise authorized by law or bylaws, a covered pension plan not described by
subdivision 6, paragraph (), may invest its assets only in accordance with this subdivision.

{b) Securities generally. The covered pension plan has the authority to purchase, sell
lend, or exchange the securities specified in paragraphs (¢} to (g), including puts and call
options and future contracts traded on 2 contract market regulated by a governmental agency
or by a financial institution regulated by a governmental ageney. These securities may be
owned as units in commingled trusts that ewn the securities described in paragraphs (€) 1

(&)

(¢) Government obligations. The covered pension plan may invest funds in governmenta]
bonds, notes, bills, mortgages, and other evidences of indebtedness provided the issue is
backed by the full faith and credit of the issuer or the issue is rated among the top four
quality rating categories by 2 nationally recognized rating agency. The obligations in which
funds may be invested under this paragraph include guaranteed or insured issues of (1) the
United States, its agencies, its instrumentalities, or crganizations created and regulated by an
act of Congress; (2) Canada and its provineces, provided the principal and interest is payable
in United States dollars; (3) the states and their municipalities, political subdivisions,
agencies, OF instrumentalities; (4) the International Bank .for Reconstruction and Develop-
ment, the Inter-American Development Bank, the Asian Development Bank, the African
Development Bank, or any other United States government sponsored organization of which
tr.lh?] United Statesis a member, provided the principal and interest is payable in United States

ollars. i :

{(d) Corporate obligations. The covered pension plan 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: ]

(1) the principal and interest of obligations of corporations incorporated or organized under
téhe laws of ghe Dominion of Canada or any province thereof must be payable in United States
ollars; an

(2) obligations must be rated among the top four quality categories by 2 nationally
recognized rating agency.

(e) Other cbligations. (1) The covered pension plan may invest funds in bankers aceept-
ances, certificates of deposit, deposit notes, commercial paper, mortgage panicipation certifi-
cates and pools, repurchase agreements and reverse repurchase agreements, g'uaranneed
investment contracts, savings accounts, and guaranty fand certificates, surplus notes, Or
debentures of domestic mutual insurance companies if they conform to the following provi-
sions:

(i) bankers acceptances and deposit notes of United Stztes banks are limited to those
jssued by banks rated in the highest four quality categories by & nationally recognized rating
agency; .

(i) certificates of deposit are limited to those issued by (A) United States banks and
savings institutions that are rated in the highest four quality categories by a nationally
recognized rating agency oOr whose certificates of deposit are fully insured by federsal
agencies; or (B) credit unions in amounts up to the limit of insurance coverage provided by
the National Credit Union Administration;

(iii) commercial paper is limited to those issued by Unized States corporations 0T their
Canadian subsidiaries and rated in the highest two quality categories by a nationally
recogrized rating agencys

(iv) 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 §1A.28, subdivision 3, does
not exceed 80 percent for fully amortizable residential properties and in all other respects
meets the requirements of section 61A.28, subdivision 3:

112
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§ 356A.06

PUBLIC PENSION FIDUCIARY RESPONSIBILITY

2] co]latzral' for repurchase agreements and reverse repurchase agreements is limited to
) Jetters of credit and securities authorized in this section;

(vi) guaranteed investment contracts are limited to those issued by insurance companjes oT
banks rated in the top four quality categories Dy 2 nationally racggnized rating agency or t0
alternative guaranteed investment contracts where the underlying assets comply with the
requirements of this subdivision; and

(vii) savings accounts are limited to those fully insured bY federal agencies.

_(2) Sections 16A.58 and 16B.06 do not apply !0 certificates of depc_nsit and collateralization
agreements executed by the covered pension plan under clause (1), item ().

(@) In addition 0 investments authorized BY clause (1), item V), the covered pension plan :
may purchase from the Minnesota housing financé agency all or any part of 2 pool of :
residential mortgages, not in default, that has prevxously peen financed by the issuance of
bonds or notes of the agency. The covered pension plan may also enter into 2 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 martgage loans then
outstanding and not in default that have been made of purchased from the proceeds of the

bonds or motes. The covered pension plan may charge reasor}able fees for any such

commitment and may agree 10 purchase the mortgage loans at a price sufficient to produce a

ield to the covered pension plan comparable, in its judgment, 1o the yield available on similar
mortgage loans at the date of the bonds or notes. The covered pension plan may also enter
into agreements with the agency for the investment of any portion of the funds of the agency-
The agreement must cover the period of the investment, withdrawal privileges, and any

guaranteed rate of refurn.

f (f) Corporate stocks. The covered pension plan may invest funds in stocks or convertiblie
a issues of any corporation organized under the laws of the United States or the states thereof,
y : the Dominion of Canada or jts provinces, or any corporation lsted on the New York Stock
Exchange oF the American gtock Exchange. if they conform to the following -provisions:

T 1) The aggregate value of corporate stock jnvestments, as adjusted for realized profits and

‘5 Josses, must not exceed 85 percent of the market 0T book value, whichever is less, of a fund,

less the aggregate value of investrents aceording 1@ subdivision & - L

y (2) Investments must not exceed five percent of the total outstanding shares of any onée

corporation.

- (g) Other investments. (1) In addition t0 the investments authorized in paragraphs (o) to

E (), and gubject to the provisions in clause (2), the covered pension plan may jnvest funds In:
{i) venture capital investment businesses through participation in limited parmarships and -

corporaﬁons; )

(if) real estate ownership interests or 10ans secured by mortgages or deeds of trust through
investment in \imited partnerships bank sponsored collective funds, trusts, and insuranceé
comparny _commingled accounts, including separate accounts; _

(i) regional and mutual funds through bank sponsored collective funds and open-end
d jnvestment companies registered under the Federal {nvestment Company Act of 1940%
ly (jv) resource investments through Timited pax‘ti\erships, private placements, and corpora- 3
al tions; an . B
¥ v} international securities. _

(2) The investments authorized in olanse (1) must conform to the following provisions:

ir
'y (i) the aggregale value of all investments made according to clause (1) may not exceed 35

P

percent of the market value of the fund for which the covered pension plan is investing;
st - (i) there must be at least four unrelated OWners of the investment other than the state
n poard for investments made under clause (1), item @) (i), (i), or (v} .
': (iif) covered pension plan participation in an investment vehicle is fimited to 20 percent
thereof for investments rnade under clause @), item @, @ (i), or (ivy; and
113
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§ 356A.06

(iv) covered pension plan participation in a limited partnership
other interest involving general liability.

any activity as 2 limited partner which creates general lability.
Any agreement 10 lend securities must be concurrently collater-

partnership interest or
may not engage in

Subd. 7a. Restrictions.

PUBLIC PENSION FIDUCIARY RESPONSIBILITY

does not include 3 general
The covered pension pian

alized with eash or securities with a market value of not less than 100 percent of the market
value of the loaned securities at the time of the agreement. For a covered pension authorized

to purchase put an
put and call optione
amount of cash or securities.
under svbdivision 7 paragraph (g
or offsetting securities.

d call options and futures contracts under subdivision 7, any 3

ement for
with a fully offsetting
this section, excluding those
(i) to (iv), may be accepted as collateral

[See main volume for 8]

Subd. 8a. Collateralization requirement. (ay The governing board of a covered pension

plan shall a national bank,
insured

pension plan’s custodian bank.

d_esignaye

(b) Unless collate
deposit in 2 designated depository an
depository in the Federal Deposit

- insurance corporation, OF the national credit union

(¢) For an amount preater than the insurance under paragraph (b}
provide collateral in eompliance With section
collateralization of municipal deposits.

enactment relating to the

" Subd. 8b. Disclosure of investment authority;

n insured state bank, an insured credit union,
thrift institution as the depository

or an
for the pension plan for assets not held by the

ralized as provided under paragraph (¢), a covered pension plan mway not

held by the
and loan

the depository must
118.01 or with any comparable successor

receipt of statement. (a) For this

subdivisian, the term uhroker” means a broker, broker-dealer, investment adviser, investment

manager, or third p
for, or on behalf of,

(b) Before 28 covered

aceord with the advicé of a broker, the covered
broker a written statement of investment restrictions

agent who transfers, purchases, sells, 0T obtains investment securities
a tovered pension plan.

pension plan may complete an investnient transaction with

or in
shall provide annually to the

pension plan
under state law to the

i appli cab'le

covered pension plan or applicable under the pension plan governng board investment poliey.

() A broker must acknowledge in

writing annually the receipt of the statement of

investment restricuons and must agree to handle the covered pension plan's investments and

assets in accord with the prqvided investment restriciions. A covered pension plan may not
enter into or continue a business arrangement with a broker until the broker has provided

this written acknowledgment to the chief ad

P

trative officer of the covered pension plan.

[See main volume for 8]
Amended by Laws 1994, c. 604, 2rt. 2, § 3, eff. Juy 1984; Laws 1995, ¢ 122, § 2; Laws 1995, ©. 262,

art 6, 56 1.2
115 US.CA § B0a-1 et sed-’

Historical

1994 Legisiation

The 1994 amendment, in subd. 7, designated par.
as such and therein corrected a citation, and

(a)
added pars. (&) to (-

1995 Legislation

Laws 1985, ¢ 122, § 2 added subd. 7a, relating

10 restrictions-

Laws 1995, ¢. 122, § 4, provides in part that § 2

(adding subd. 72} is effective May 6, 1995,
applies only 10 investments made after that

and Statutory Notes

and does not require sale of assets purchased
before that date.

1 and 2, addec
subd. 8, relating to designation of depositer:
custodia:
bank, and & .
added subd. 8b, relating to disclosure of invest
ment authority, and acknowledgment of receipt ¢
the statement of investment restrictions.

Laws 1995, ¢. 262, art. 6. §3 jdes that 88

and and 2 (adding subds, 8a and B0} & effectin
date January 1, 1896.
114
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