
 
 
 
 
 
 
 
 
 
         
         
 

Friday, March 28, 2014, 8:30 a.m. 
Peace Garden Room, State Capitol 

600 E Blvd, Bismarck, ND 
 
 
 
 

AGENDA 
 
 

I.       CALL TO ORDER AND ACCEPTANCE OF AGENDA  
 
 
II.       ACCEPTANCE OF MINUTES (February 28, 2014) 

 
 

III. INVESTMENTS 
 

A. Asset and Performance Review  - Mr. Hunter (enclosed) (45 min) 
 

B. Service Review - Mr. Hunter (15 min) 
 

C. Watch List Recommendations - Mr. Hunter (enclosed)  (30 min)  (Board Approval) 
 

D. Custody Review Recommendation  - Mr. Hunter (enclosed)  (30 min)  (Board Approval) 
 
 

IV. GOVERNANCE 
 

A. Administration 
1. Staff Update - Mr. Hunter (enclosed)  (5 min) 
2. Audit Committee Update - Mr. Gessner (enclosed)  (5 min) 

 
B.  Board Education  

1. Litigation Monitoring - Ms. Murtha (enclosed)  (15 min) 
2. Callan College - Mr. Hunter (enclosed)  (5 min) 

 
 

V. OTHER 
 

Next Meetings: 
SIB meeting - April 25, 2014, 8:30 a.m. - State Capitol, Peace Garden Room  
SIB Audit Committee meeting - May 23, 2014, 1:00 pm - State Capitol, Peace Garden Room 
 
 

VI. ADJOURNMENT 
 
 
 
 
 
 
 

 
Any individual requiring an auxiliary aid or service, please contact the Retirement and Investment Office  

(701) 328-9885 at least three (3) days prior to the scheduled meeting. 
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NORTH DAKOTA STATE INVESTMENT BOARD 
    MINUTES OF THE 

FEBRUARY 28, 2014, BOARD MEETING 
 
BOARD MEMBERS PRESENT: Drew Wrigley, Lt. Governor, Chair 
  Mike Sandal, Vice Chair 
  Clarence Corneil, TFFR (Parliamentarian, telecon) 
  Lance Gaebe, Land Commissioner 

Mike Gessner, TFFR Board 
     Adam Hamm, Insurance Commissioner  

Rob Lech, TFFR Board 
 Howard Sage, PERS Board 
 Kelly Schmidt, State Treasurer 

  Cindy Ternes, Workforce Safety & Insurance designee 
 Kim Wassim, PERS Board 
 
STAFF PRESENT:   Connie Flanagan, Fiscal & Investment Op Mgr 
     Bonnie Heit, Assistant to the SIB  
     David Hunter, ED/CIO 
     Fay Kopp, Deputy ED/CRO 
     Cody Schmidt, Compliance Officer 

Darren Schulz, Deputy CIO 
Susan Walcker, Investment Accountant 
 

OTHERS PRESENT:  Jeff Engleson, Deputy Land Commissioner 
  Levi Erdmann, former SIB & PERS trustee 
  Paul Erlendson, Callan Associates 
  Jan Murtha, Attorney General’s Office 
  Bryan Reinhardt, PERS 
       
   
CALL TO ORDER:      
 
Lt. Governor Wrigley called the State Investment Board (SIB) meeting to order at 
8:30 a.m. on Friday, February 28, 2014, at the State Capitol, Peace Garden Room, 
600 E Boulevard, Bismarck, ND. 
 
A quorum was present for the purpose of conducting business. 
 
AGENDA: 
 
IT WAS MOVED BY COMMISSIONER GAEBE AND SECONDED BY MR. LECH AND CARRIED ON A 
VOICE VOTE TO ACCEPT THE AGENDA FOR THE FEBRUARY 28, 2014, MEETING. 
 
AYES: MS. TERNES, MR. CORNEIL, COMMISSIONER HAMM, TREASURER SCHMIDT, COMMISSIONER 
GAEBE, MS. WASSIM, MR. LECH, MR. SANDAL, MR. SAGE, MR. GESSNER, AND LT. GOVERNOR 
WRIGLEY  
NAYS: NONE  
MOTION CARRIED 
 
MINUTES: 
 
The minutes were considered from the January 24, 2014, meeting.  
 
IT WAS MOVED BY TREASURER SCHMIDT AND SECONDED BY COMMISSIONER HAMM AND CARRIED 
ON A VOICE VOTE TO ACCEPT THE JANUARY 24, 2014, MINUTES AS WRITTEN.  
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AYES: COMMISSIONER HAMM, MS. TERNES, MR. CORNEIL, MR. SANDAL, TREASURER SCHMIDT, 
MR. GESSNER, MR. SAGE, COMMISSIONER GAEBE, MR. LECH, MS. WASSIM, AND LT. GOVERNOR 
WRIGLEY 
 
NAYS: NONE 
MOTION CARRIED 
 
INVESTMENTS: 
 
Callan – Mr. Erlendson provided commentary on the status of the markets and 
performance of the Pension and Insurance Trusts for the quarter ending December 
31, 2013.  
 
IT WAS MOVED BY TREASURER SCHMIDT AND SECONDED BY MR. SAGE AND CARRIED ON A VOICE 
VOTE TO ACCEPT THE REPORTS GIVEN BY CALLAN. 
 
AYES: MR. LECH, TREASURER SCHMIDT, MR. CORNEIL, COMMISSIONER GAEBE, MS. WASSIM, 
MR. SANDAL, COMMISSIONER HAMM, MR. GESSNER, MR. SAGE, MS. TERNES, AND LT. 
GOVERNOR WRIGLEY 
NAYS: NONE 
MOTION CARRIED 
 
The SIB recessed at 10:00 a.m. and reconvened at 10:15 a.m.  
 
Peer Performance – Mr. Hunter stated for the 1 and 3 year periods ended December 
31, 2013, the Pension Funds generated gross returns of 17.1% and 9.9% 
respectively which rank in the 2nd quartile of Callan’s public fund sponsor 
database. For the 5 years ending December 31, 2013, the Funds generated a 11.7% 
return which ranked in the 3rd quartile. 
 
The Insurance Funds generated gross returns of 5.2% and 8.1% for the 1 and 5 year 
periods ended December 31, 2013, respectively.  These returns were approximately 
2% higher than the policy benchmark and benefitted from strong manager selection. 
    
Fee & Custody Review – Mr. Hunter informed the SIB staff would like to conduct an 
in-depth custodial review of The Northern Trust to confirm service standards and 
fee levels in conjunction with an outside consultant. Mr. Hunter requested 
authorization to move forth on the review.   
 
IT WAS MOVED BY TREASURER SCHMIDT AND SECONDED BY MR. SANDAL AND CARRIED ON A 
VOICE VOTE TO ACCEPT STAFF RECOMMENDATION TO CONDUCT A CUSTODIAL REVIEW OF THE 
NORTHERN TRUST. 
 
AYES: COMMISSIONER HAMM, MS. TERNES, COMMISSIONER GAEBE, MR. GESSNER, MR. SAGE, 
MS. WASSIM, MR. SANDAL, MR. LECH, MR. CORNEIL, TREASURER SCHMIDT, AND LT. 
GOVERNOR WRIGLEY 
NAYS: NONE 
MOTION CARRIED 
 
Mr. Hunter also reviewed fee activity. Staff’s restructuring of the Pension 
Global Equity mandate in December 2013 will generate cost savings. Staff has also 
been conducting relationship reviews to confirm the reasonableness of investment 
management fees and pursuing fee reductions wherever possible which has generated 
positive results thus far with a number of managers.   
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A targeted fee study will also be completed. Staff will be looking at independent 
third parties to complete the study and will bring back a recommendation to the 
SIB.  
 
Risk Review & Attribution Analysis – Mr. Schulz reviewed the Pension Trust’s risk 
as measured by standard deviation. During the last 5 years, the Pension Trust’s 
risk has declined by 67% from 11.8% to 3.9%. As a result, the Pension Trust peer 
risk rating improved to the lowest, 10% or 93rd percentile, in the last year. A 
low volatility environment for equities contributed to the reduction as well as 
the restructuring of the fixed income portfolio. Staff will continue to monitor 
the risk/return profiles of the investment portfolios.    
 
IT WAS MOVED BY TREASURER SCHMIDT AND SECONDED BY MS. WASSIM AND CARRIED ON A 
VOICE VOTE TO ACCEPT THE PERFORMANCE, FEE, AND SERVICE REVIEW REPORTS. 
 
AYES: MR. GESSNER, COMMISSIONER GAEBE, MR. SAGE, TREASURER SCHMIDT, MR. LECH, 
COMMISSIONER HAMM, MR. CORNEIL, MS. WASSIM, MR. SANDAL, MS. TERNES, AND LT. 
GOVERNOR WRIGLEY 
NAYS: NONE 
MOTION CARRIED 
 
Watch List – Along with Callan’s recommendations, staff also concurs to place 
PIMCO and Western Asset Management (WAMCO) on the Watch List due to recent 
management changes and securities litigation, respectively. Staff will be 
conducting on-site due diligence meetings with the firms and will provide updates 
to the SIB.   
 
IT WAS MOVED BY MS. TERNES AND SECONDED BY COMMISSIONER GAEBE AND CARRIED BY A 
VOICE VOTE TO ACCEPT STAFF RECOMMENDATION AND PLACE PIMCO AND WAMCO ON THE WATCH 
LIST. 
 
AYES: MR. CORNEIL, MR. GESSNER, MR. SANDAL, MR. SAGE, MS. WASSIM, MS. TERNES, 
COMMISSIONER HAMM, COMMISSIONER GAEBE, MR. LECH, TREASURER SCHMIDT, AND LT. 
GOVERNOR WRIGLEY 
NAYS: NONE 
MOTION CARRIED 
 
Emerging Market Equity – Mr. Hunter stated as part of the restructuring of the 
global public equity portfolio within the Pension Trust staff is currently 
working with Callan to conduct an emerging market equity search. Staff will be 
making a recommendation to the SIB at a future meeting.   
 
GOVERNANCE: 
          
Technical Legislation Recommendation – Ms. Flanagan reviewed a bill draft to 
update sections 21-10-02 and 21-10-06 of the NDCC.   
 
IT WAS MOVED BY TREASURER SCHMIDT AND SECONDED BY MS. TERNES AND CARRIED ON A 
VOICE VOTE TO ACCEPT STAFF’S DRAFT OF LEGISLATION TO AMEND AND REENACT SECTIONS 
21-10-02 AND 21-10-06 OF THE NDCC RELATING TO MODIFICATIONS TO INVESTMENT 
POLICIES FOR AND FUNDS UNDER MANAGEMENT OF THE SIB.  
 
AYES: COMMISSIONER GAEBE, TREASURER SCHMIDT, MR. SANDAL, COMMISSIONER HAMM, MR. 
CORNEIL, MS. TERNES, MR. GESSNER, MS. WASSIM, MR. LECH, MR. SAGE, AND LT. 
GOVERNOR WRIGLEY 
NAYS: NONE 
MOTION CARRIED  
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Public Employees Retirement System (PERS) & Legislative Audit & Fiscal Review 
Committee(LAFRC) – Mr. Hunter and Mr. Schulz met with the PERS Investment 
Subcommittee to clarify asset class definitions which will be shared with the SIB 
once completed.   
 
Mr. Hunter stated at the last LAFRC on January 21, 2014, staff fielded questions 
from the LAFRC regarding the Teachers’ Fund for Retirement (TFFR) funded ratio 
trends. Ms. Kopp has been working with TFFR’s actuary, Segal, to address the 
LAFRC questions.   
 
Staffing Update – Mr. Hunter provided an update on office staff. Staff has been 
addressing the following vacancies; Audit Supervisor, Information Technology 
Coordinator, and Investment Analyst. 
 
Mountain States Investor Agenda – Mr. Hunter stated he and Mr. Schulz will be 
attending the Mountain States Institutional Investor Forum in Denver, CO on March 
6, 2014. Mr. Hunter reviewed the agenda and also stated Mr. Erlendson will also 
be participating as a panelist.  
 
Legal Update – Ms. Murtha reviewed the Halliburton appeal with the SIB. North 
Dakota recently joined other states in filing an amicus brief in the Halliburton 
appeal which is currently pending in The U.S. Supreme Court. The Supreme Court 
accepted the Halliburton case which has the potential to change securities 
litigation. The Supreme Court will review a precedent that has served as the 
foundation for shareholder suits for the past 25 years. The Halliburton appeal is 
requesting The Supreme Court overturn a 1988 ruling that permitted class-action 
lawsuits based on investors' belief in market prices that were skewed by 
misrepresentations or omissions. Ms. Murtha will keep the SIB briefed on the 
status of the Halliburton appeal.   
 
Litigation Monitoring – Mr. Hunter stated staff will work with Ms. Murtha to 
draft a securities litigation policy for the SIB’s consideration. The Northern 
Trust currently oversees all domestic class actions for the SIB with limited 
monitoring of foreign actions. Staff will also work with Ms. Murtha to identify a 
firm(s) to bring before the SIB to present an educational segment on securities 
litigation monitoring.   
 
Meeting Dates 2014-15 – Staff reviewed a draft of regularly scheduled meetings of 
the SIB for the 2014-15 fiscal year and recommended nine meetings be scheduled 
per year instead of 11 which is what has normally been scheduled.   
 
IT WAS MOVED BY MR. SANDAL AND SECONDED BY MR. SAGE AND CARRIED ON A ROLL CALL 
VOTE TO SCHEDULE 11 SIB MEETINGS FOR THE 2014-15 FISCAL YEAR.  
 
AYES: MR. GESSNER, COMMISSIONER GAEBE, MR. SAGE, MS. TERNES, TREASURER SCHMIDT, 
MR. LECH, COMMISSIONER HAMM, MS. WASSIM, MR. SANDAL, AND LT. GOVERNOR WRIGLEY 
NAYS: NONE 
MOTION CARRIED 
ABSENT: MR. CORNEIL      
 
OTHER: 
 
The next SIB meeting is scheduled for March 28, 2014, at 8:30 am at the Peace 
Garden Room, State Capitol, Bismarck, ND.    
 
The next SIB Audit Committee meeting is scheduled for February 28, 2014, at 1:00 
pm at the Peace Garden Room, State Capitol, Bismarck, ND.    
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ADJOURNMENT: 
 
With no further business to come before the SIB, Lt. Governor Wrigley adjourned 
the meeting at 11:45 a.m. 
 
 
___________________________________  
Lt. Governor Wrigley, Chair 
State Investment Board  
 
 
___________________________________ 
Bonnie Heit 
Assistant to the Board 
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State Investment Board
Asset and Performance Review

March 28, 2014

Dave Hunter, Executive Director / CIO
Darren Schulz, Deputy Chief Investment Officer

ND Retirement & Investment Office (RIO)
State Investment Board (SIB) 

Agenda Item III. A.



Executive Summary

2

- Assets Under Management (“AUM”) – AUM grew by $1.1 billion (or 15%) during the last six 
months of 2013 and approximated $8.5 billion at year-end.  Net investment income was 
responsible for gains of nearly 10% ($400 million) for the Pension Trust and 3.5% ($115 
million) for the Insurance Trust, while Legacy assets increased by over 47% ($565 million).

- Client Level Reporting – RIO staff is working with Callan to develop enhanced performance 
reporting for SIB’s five largest clients.  These enhancements will be implemented over the 
next 90 days.  In the interim, we are providing expanded attribution reporting for the 
Pension and Insurance Trusts over the last 1- and 3- and 5-year periods.

- Watch List – Staff recommends that Loomis, PIMCO & WAMCO be retained on the Watch 
List.  Staff further recommends the SIB approve a manager search for the WAMCO MBS 
strategy ($115 million pension) as the recent SEC and Department of Labor “Regulatory 
Settlement” involved ABS/MBS products and has coincided with significant management 
turnover.  Specifically, the Head of Agency MBS, Head of Structured Products and Co-Head 
of Structured Products have resigned or retired since 2012.

- Emerging Market Equity Update – The Staff is working with Callan to conduct an Emerging 
Market Equity Search over the next several months.

- Custody Review – The RIO Staff recommends that Callan is engaged to perform a review of 
Northern Trust’s custody services to confirm performance standards and fee levels including 
a proposal to adopt a conservative securities lending program.



State Investment Board - Assets Under Management 
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-     Client Assets Under Management grew by 
$1.1 billion (or 15%) during the last half of 
2013 and exceeded $8.5 billion at year-
end.   

-     Net investment income was responsible 
for gains of nearly 10% ($400 million) for 
the Pension Trust and 3.5% ($115 million) 
for the Insurance Trust. 

- Legacy assets increased by over 47% ($565 
million) primarily due to tax collections. 

- As of February 28, 2014, the market value 
of SIB client assets approached $8.7 billion. 

 Market Values  Market Values 

Fund Name  as of 12/31/13 (1)  as of 6/30/13  (2)

Pension Trust Fund 

Public Employees Retirement System (PERS) 2,204,819,633 2,000,899,336

Teachers' Fund for Retirement (TFFR) 1,970,377,031 1,810,735,455

Job Service of North Dakota Pension 95,276,201 90,442,764

City of Bismarck Employees Pension 74,832,971 68,822,847

City of Grand Forks Employees Pension 53,459,799 50,148,061

City of Bismarck Police Pension 32,887,889 30,072,819

Grand Forks Park District 5,653,023 5,109,311

City of Fargo Employees Pension 4,742,525 34,133,671

Subtotal Pension Trust Fund 4,442,049,072 4,090,364,264

Insurance Trust Fund  

Legacy Fund 1,695,950,111 1,194,779,193

Workforce Safety & Insurance (WSI) 1,627,545,930 1,557,719,286

Budget Stabilization Fund 588,744,084 401,353,181

PERS Group Insurance Account 39,626,348 42,792,878

City of Fargo FargoDome Permanent Fund 38,668,924 36,411,591

State Fire and Tornado Fund 28,625,262 26,633,417

Petroleum Tank Release Compensation Fund 6,899,622 6,839,483

State Risk Management Fund 6,593,046 6,187,298

State Risk Management Workers Comp Fund 5,654,121 5,247,448

State Bonding Fund 3,171,622 3,141,218

ND Association of Counties (NDACo) Fund 2,894,408 2,717,444

Insurance Regulatory Trust Fund 1,107,837 1,043,647

Bismarck Deferred Sick Leave Account 807,624 1,016,834

Cultural Endowment Fund 359,577 323,914

Subtotal Insurance Trust Fund 4,046,648,516 3,286,206,832

PERS Retiree Insurance Credit Fund 83,492,581 73,677,263

Total Assets Under SIB Management 8,572,190,169 7,450,248,360

(1)  12/31/13 market values are unaudited and subject to change.
(2)  6/30/13 market values as stated in the Comprehensive Annual Financial Report.



Estimated Fiscal YTD Returns to March 26, 2014
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Key Point:  Estimated FYTD Returns > Policy BenchmarkEstimated YTD Through 3/26/2014
(Actual returns are net of fees; estimates are gross indices)

TFFR PERS WSI Legacy
Budget 

Stabilization Pension Trust Insurance Trust

Market Value 31-Jan 1,934,680,548    2,169,024,933 1,620,863,760 1,759,467,974 588,278,222    4,366,849,486 3,990,774,650 
Total Fund Actual through 31-Jan 8.71% 8.57% 6.00% 2.54% 1.11% 8.54% 3.88%
Total Fund Policy through 31-Jan 8.30% 8.21% 5.08% 1.83% 0.41% 8.49% 3.12%

28-Feb
MSCI World 5.01% 16.0% 16.0% 0.0% 0.0% 0.0% 16.0% 0.0%
Russell 1000 4.75% 16.6% 16.6% 9.8% 9.8% 0.0% 16.5% 8.7%
Russell 2000 4.71% 4.8% 4.8% 3.3% 3.6% 0.0% 4.9% 3.1%
EAFE 5.56% 11.8% 11.1% 7.0% 9.6% 0.0% 11.1% 7.3%
Emerging Mkts 3.31% 2.8% 3.5% 0.0% 0.0% 0.0% 3.1% 0.0%
BC Agg 0.53% 12.0% 12.0% 51.0% 24.9% 0.0% 13.1% 32.9%
BC High Yield 2.02% 5.0% 5.0% 0.0% 0.0% 0.0% 5.1% 0.0%
BC Global Agg ex US 0.43% 5.0% 5.0% 0.0% 0.0% 0.0% 5.0% 0.0%
Real Estate 0.84% 20.0% 20.0% 6.0% 3.5% 0.0% 19.4% 4.0%
Private Equity 0.00% 5.0% 5.0% 0.0% 0.0% 0.0% 4.9% 0.0%
TIPS 1.65% 0.0% 0.0% 22.0% 0.0% 0.0% 0.0% 9.0%
ML 1-3Y Treasury 0.09% 0.0% 0.0% 0.0% 48.6% 100.0% 0.0% 33.0%
T-Bill 0.00% 1.0% 1.0% 1.0% 0.0% 0.0% 1.0% 2.0%
Est. MTD through 2/28/2014 2.92% 2.90% 1.69% 1.37% 0.09% 2.89% 1.35%

26-Mar
MSCI World -1.07% 16.0% 16.0% 0.0% 0.0% 0.0% 16.0% 0.0%
Russell 1000 -0.55% 16.6% 16.6% 9.8% 9.8% 0.0% 16.5% 8.7%
Russell 2000 -2.22% 4.8% 4.8% 3.3% 3.6% 0.0% 4.9% 3.1%
EAFE -1.93% 11.8% 11.1% 7.0% 9.6% 0.0% 11.1% 7.3%
Emerging Mkts 0.33% 2.8% 3.5% 0.0% 0.0% 0.0% 3.1% 0.0%
BC Agg -0.11% 12.0% 12.0% 51.0% 24.9% 0.0% 13.1% 32.9%
BC High Yield 0.11% 5.0% 5.0% 0.0% 0.0% 0.0% 5.1% 0.0%
BC Global Agg ex US 0.01% 5.0% 5.0% 0.0% 0.0% 0.0% 5.0% 0.0%
Real Estate 0.72% 20.0% 20.0% 6.0% 3.5% 0.0% 19.4% 4.0%
Private Equity 0.00% 5.0% 5.0% 0.0% 0.0% 0.0% 4.9% 0.0%
TIPS -0.30% 0.0% 0.0% 22.0% 0.0% 0.0% 0.0% 9.0%
ML 1-3Y Treasury -0.13% 0.0% 0.0% 0.0% 48.6% 100.0% 0.0% 33.0%
T-Bill 0.01% 1.0% 1.0% 1.0% 0.0% 0.0% 1.0% 2.0%
Est. MTD through 3/26/2014 -0.45% -0.43% -0.34% -0.38% -0.13% -0.44% -0.33%

Estimated FYTD Return 3/26/2014 11.38% 11.24% 7.42% 3.55% 1.07% 11.19% 4.93%
Estimated FYTD Policy 3/26/2014 10.96% 10.87% 6.49% 2.83% 0.37% 11.13% 4.16%
Comparison to 8% return assumption pro-rated FYTD 5.84% 5.84% 5.84%
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The two charts show the ranking of the Total Fund’s performance relative to that of the Public Fund Sponsor Database for periods ended December 
31, 2013. The left chart is a standard unadjusted ranking. In the right chart each fund in the database is adjusted to have the same historical asset 
allocations that of the Total Fund. 

Peer Performance - Pension Trust Total Fund Ranking



Peer Performance - Insurance Trust Total Fund Ranking
The two charts show the ranking of the Total Fund’s performance relative to that of the Public Fund Sponsor Database for periods ended 
December 31, 2013. The left chart is a standard unadjusted ranking. The right chart each fund in the database is adjusted to have the same 
historical asset allocation as that of the Total Fund. 



Pension Trust − Calendar Year 2013 
Contribution to Relative Return
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Manager Selection within Global, Large Cap Domestic and Developed 
International Equities accounted for 60% of positive relative performance 
followed by Real Estate at 17%.

 1 Year 3 Year 5 Year
Total Fund Excess Return 2.02% 0.87% -0.31%

Asset Allocation 0.28% -0.01% -0.70%
Manager Selection 1.73% 0.88% 0.39%

Global Equity 0.45% 0.00% 0.06%
Domestic Equity 0.54% 0.11% 0.13%
International Equity 0.37% 0.25% 0.48%
Private Equity 0.00% 0.00% 0.00%
Domestic Fixed Income 0.27% 0.23% -0.09%
International Fixed Income -0.03% 0.11% 0.27%
Real Estate 0.34% 0.25% -0.38%
Timber -0.44% -0.21% -0.20%
Infrastructure 0.23% 0.13% 0.12%
Cash Equivalents 0.00% 0.00% 0.00%



Insurance Trust − Calendar Year 2013 
Contribution to Relative Return
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Manager Selection was positive across all asset classes within the 
Insurance Trust. Fixed income contributed 31% of positive relative 
performance followed by Inflation Protected Assets at 19%, within which 
Infrastructure was a key driver.

 1 Year 3 Year 5 Year
Total Fund Excess Return 2.07% 1.87% 1.88%

Asset Allocation 0.14% 0.06% -0.12%
Manager Selection 1.93% 1.81% 2.00%

Large Cap Domestic Equity 0.19% 0.04% -0.16%
Small Cap Domestic Equity 0.05% 0.04% 0.09%
International Equity 0.11% 0.06% 0.14%
Fixed Income 0.64% 1.09% 2.12%
Inflation Protected Assets 0.39% -0.08% -0.23%
Real Estate 0.25% 0.41% -0.37%
Short Term Fixed Income 0.29% 0.26% 0.41%
Cash Equivalents 0.00% 0.00% 0.01%



Relationship Reviews, Fee Savings & Upcoming Projects
 Relationship Reviews - Since December, RIO has met with managers responsible for investing 

$6 billion in SIB client assets including JPMorgan ($1.2 billion), Babson ($800 million), Western 
($780 million), LA Capital ($670 million), LSV ($650 million), Northern Trust ($580 million), 
PIMCO ($410 million), Cap Guardian ($250 million), TIR ($250 million), Loomis Sayles ($200 
million), Callan ($145 million), and UBS ($100 million).

 Fee Savings - During the last four months, RIO has identified over $2.2 million in annual cost 
savings including a recent $280,000/year fee reduction in custody services.  This estimate 
excludes the potential impact of a securities lending program which could generate 
$900,000/year of incremental income.

 Fiscal Year End Estimates - Based on forecasted asset levels, projected performance fees and 
targeted fee reductions, RIO staff expects investment fees to decline to 55 bps in fiscal 2014.  

 Private Equity Preview - During the next several months, RIO intends to conduct a review of our 
Private Equity, Infrastructure and Timber strategies.  These reviews should serve to confirm our 
investment approach to less liquid strategies, rationalize smaller investments with limited 
upside, while easing administrative reporting demands and potentially identify additional cost 
savings.

 Strategy Risk & Return Summary – RIO staff will preview a three page management report used 
to highlight underperforming strategies and prioritize relationship reviews.

9
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Investment Manager Assets Under Management (“AUM”) and Fees -
Relationship Reviews Prioritized by AUM and Annual Fees Paid in Fiscal 2013

Avg Market Value 
Investment Manager 
Fees Paid in FY 2013

Investment 
Manager 

Fees %

Net 
Manager 

Fees
1 J.P. MORGAN $1,015,200,890 $5,811,082 0.57% 0.57%
2 BABSON $575,839,079 $758,881 0.13% 0.13%
3 LA CAPITAL $515,772,684 $1,086,380 0.21% 0.21%
4 WESTERN $502,277,941 $894,348 0.18% 0.18%
5 CLIFTON $490,225,426 $863,595 0.18% * 0.04%
6 LSV $487,792,473 $2,481,730 0.51% * 0.30%
7 PIMCO $400,802,720 $13,177,910 3.29% * 0.64%
8 WELLS $280,345,750 $613,148 0.22% 0.22%
9 TIR $260,597,741 $1,279,439 0.49% 0.49%

10 INVESCO $245,216,424 $2,229,471 0.91% * 0.62%
11 BANK OF ND $190,480,934 $80,718 0.04% 0.04%
12 EPOCH $187,755,328 $1,412,498 0.75% 0.75%
13 LOOMIS SAYLES $176,536,925 $882,685 0.50% 0.50%
14 UBS $127,174,470 $577,148 0.45% 0.45%
15 CALLAN $119,901,922 $834,282 0.70% 0.70%
16 DECLARATION $114,357,118 $618,842 0.54% 0.54%
17 NORTHERN TRUST NTGI $109,202,332 $307,640 0.28% * 0.03%
18 CAPITAL GUARDIAN $108,447,374 $547,646 0.50% 0.50%
19 BRANDYWINE $103,743,039 $427,726 0.41% 0.41%
20 DFA $101,905,746 $687,260 0.67% 0.67%
21 STATE STREET $89,660,762 $251,892 0.28% 0.28%
22 PRUDENTIAL $69,466,857 $204,186 0.29% 0.29%
23 WELLINGTON $65,752,285 $561,118 0.85% 0.85%
24 SEI $58,844,793 $294,454 0.50% 0.50%
25 CALAMOS $53,732,841 $386,180 0.72% 0.72%
26 ADAMS STREET/BRINSON $51,767,770 $982,338 1.90% 1.90%
27 NORTHERN TRUST STIF $41,947,286 $60,935 0.15% 0.15%
28 CREDIT SUISSE $40,658,091 $665,651 1.64% * 1.11%
29 CORSAIR $32,490,963 $736,920 2.27% 2.27%
30 EIG $32,042,116 $365,606 1.14% 1.14%
31 RESEARCH AFFILIATES $31,076,018 $138,437 0.45% 0.45%
32 CAPITAL INT'L $28,714,648 $768,528 2.68% 2.68%
33 MATLIN PATTERSON $27,338,691 -$427,782 n.m. n.m.
34 QUANTUM $18,902,357 $896,941 4.75% 4.75%
35 PANAGORA $16,618,079 $116,010 0.70% 0.70%
36 INVEST AMERICA $15,313,985 $536,928 3.51% 3.51%
37 GOLDMAN SACHS $14,859,358 $754,745 5.08% * 2.13%
38 VANGUARD $10,727,178 $45,054 0.42% 0.42%
39 CORAL PARTNERS $3,759,373 $129,958 3.46% 3.46%
40 HEARTHSTONE $1,458 $566 n.m. n.m.

Pension & Insurance Trusts $6,817,251,224 $43,041,094 0.63% 0.43%
Annual Fees** Gross Fee Net Fee***

* - Performance Fees were $14 million in aggregate for FY 13. n.m. = not meaningful
** - Annual Fees excludes $1.6 million in Custodian, Investment Consultant and Service Fees for the Pension and Insurance Trusts.
*** - Net Investment Management Fees excludes the impact of Performance Fees.  

Unaudited Data Subject to Change

Note:  During the last 1-, 3- and 10-year periods 
ended 12/31/13, the North Dakota Pension 
Fund Trust generated  investment returns which 
were in the 2nd Quartile of the Callan Associates 
Public Fund Sponsor Database.

Pension and Insurance Fee Summary*
*Preliminary and Subject to Change

Forecast ----------- Fiscal Year Ended -----------
Fiscal 2014 6/30/2013 6/30/2012 6/30/2011

Pension Trust 0.69% 0.79% 0.71% 0.81%
Insurance Trust 0.39% 0.40% 0.42% 0.34%
Total 0.55% 0.63% 0.61% 0.66%
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Market Value
MANAGER        % Total MV (12-31-13) 12/31/2013 1 Yr 3 Yr 5 Yr Inception 1 Yr 3 Yr 5 Yr Inception 1 Yr 3 Yr 5 Yr Inception

0.60% 50,811,329$           982,338$      
PEN 797,578$               19.84 7.98 6.16 6.42 6.30 7.96 11.82 11.04 -- -- -- --
PEN Adams St 2010 Dir Fd 1,130,451$             13.53 10.50 -- 4.65 9.37 7.54 -- 9.00 -- -- -- --
PEN Adams St 2010 Non-US Fd 1,659,810$             7.71 3.08 -- (11.92) 4.70 9.23 -- 23.34 -- -- -- --
PEN Adams St 2010 US Fd 3,248,826$             9.40 10.69 -- 11.29 3.76 3.45 -- 8.56 -- -- -- --
PEN Adams St Dir Co-Invest. 16,666,477$           16.98 12.47 5.85 2.17 8.19 8.79 15.13 13.46 -- -- -- -- 326,898$      1.8954%
PEN Adams St 2008 Fd 5,398,819$             10.80 7.39 1.52 (2.30) 5.29 7.15 11.61 11.78 -- -- -- -- 101,696$      2.3456%
PEN Adams St 2010 Non-US Em 472,829$               (4.41) (14.81) -- (14.81) 1.09 9.26 -- 9.26 -- -- -- --
PEN Adams St BVCF 5,309,330$             40.21 44.24 53.40 13.75 19.31 18.54 48.87 33.83 -- -- -- -- 205,334$      4.7132%
PEN Adams St Non US 555,639$               20.18 23.07 13.72 16.03 11.19 16.48 19.16 20.32 -- -- -- -- 60,982$        0.7276%
PEN Adams St 1999 869,492$               13.70 10.07 4.02 4.21 8.83 9.99 13.38 12.93 -- -- -- -- 55,787$        0.8925%
PEN Adams St 2000 3,007,408$             (1.52) 7.39 5.33 4.55 4.31 6.26 10.39 9.95 -- -- -- --
PEN Adams St 2001 3,044,348$             14.05 11.82 7.28 4.86 8.81 6.61 11.09 9.04 -- -- -- --
PEN Adams St 2002 1,898,781$             7.71 12.47 7.78 7.54 6.09 7.02 15.00 14.19 -- -- -- --
PEN Adams St 1998 Partner 120,110$               11.10 2.03 0.98 3.78 9.25 11.36 9.99 16.22 -- -- -- -- 27,708$        0.4433%
PEN Adams St 2000 Non US 1,064,903$             (5.58) 0.33 (0.12) 8.03 4.79 7.51 16.04 14.89 -- -- -- --
PEN Adams St 2001 Non US 553,673$               20.38 4.46 (0.35) 2.68 15.01 14.88 20.74 17.06 -- -- -- --
PEN Adams St 2002 Non US 1,975,187$             2.20 7.33 1.47 12.24 5.97 7.24 18.40 18.34
PEN Adams St 2004 Non US 1,149,636$             6.30 5.36 0.63 6.05 4.78 7.99 15.58 13.86 -- -- -- --
PEN Adams St 2003 Non US 1,888,032$             17.93 12.26 10.35 13.70 11.45 13.45 21.09 19.51 -- -- -- --

9.52% 805,685,372$         752,994$      
INS Budget Stab. 233,633,209$         2.05 -- -- 2.58 1.07 -- -- 0.78 1.68 -- -- 2.09 210,409$      0.1420%
INS Legacy 572,052,163$         1.32 -- -- 2.09 0.58 -- -- 0.64 0.94 -- -- 1.65 542,585$      0.1279%

1.24% 105,136,244$         427,726$      

ADAMS ST/BRINSON

203,933$      4.1497%

FEES
FY13

BRANDYWINE

Excess Returns 1Standard Deviation (Risk)Returns

BABSON

Adams St 2003

Please note all data is preliminary and subject to change

% , ,$ ,$
PEN Intl Fixed Pool 105,136,244$         (3.31) 6.77 11.05 8.32 3.43 4.59 8.41 7.66 (0.71) 4.38 7.14 3.29 427,726$      0.4123%

1.70% 144,190,081$         834,282$      
PEN Small Cap Equity 144,190,081$         45.22 17.54 23.77 9.61 7.21 21.51 22.87 23.77 6.40 1.87 3.69 1.62 834,282$      0.6958%

2.41% 203,896,834$         547,646$      
PEN Intl Equity 104,833,612$         25.58 9.35 12.8 8.9 9 16.79 18.33 18.48 2.80 1.18 0.36 3.02 307,729$      0.4838%
INS Intl Equity 99,063,222$           23.09 8.79 12.85 6.74 9.59 17.43 18.6 21.29 0.31 0.63 0.41 1.33 239,917$      0.5350%

0.38% 32,066,217$           768,528$      
PEN Fund V 19,933,331$           (5.31) 6.65 3.63 1.47 14.87 19.00 22.48 20.72 -- -- -- -- 249,362$      1.0845%
PEN Fund VI 12,132,886$           (21.85) -- -- (19.27) 12.49 -- -- 19.24 -- -- -- -- 519,166$      9.0755%

4.53% 383,497,978$         690,827$      
PEN Enhanced S&P 153,616,924$         30.96 -- -- 15.16 7.94 -- -- 16.16 (1.43) -- -- (0.18) (139,667)$     -0.1214%
PEN Enhanced Small Cap 113,466,879$         38.61 16.84 -- 19.82 8.27 20.36 -- 20.31 (0.21) 1.17 -- 1.45 665,402$      0.5897%
INS Large Cap 61,095,620$           31.23 16.43 19.83 19.83 7.70 15.49 18.11 18.11 (1.16) 0.25 1.89 1.89 35,780$        0.1041%
INS Small Cap 55,318,555$           38.39 16.79 22.73 22.73 8.14 20.41 22.95 22.95 (0.43) 1.12 2.65 2.65 129,312$      0.4284%

0.03% 2,506,298$             129,958$      
PEN Fund V -- -- -- -- -- -- -- -- -- -- -- -- -$              0%
PEN Momentum (0.10) (15.92) (17.77) (14.81) 23.57 28.51 28.15 24.41 -- -- -- -- 129,958$      3.6027%
PEN Supplemental (V) -- -- -- -- -- -- -- -- -- -- -- -- -$              0%

0.42% 35,441,666$           736,920$      
PEN Fund III 12,336,631$           0.61 (1.38) 2.24 (8.81) 9.08 8.66 23.79 38.07 -- -- -- -- 200,022$      1.6835%
PEN Fund III ND Investors 11,610,720$           8.70 4.36 2.18 1.81 11.45 6.67 5.27 4.92 -- -- -- -- 100,000$      0.9241%
PEN Fund IV 11,494,315$           15.41 (1.89) -- (3.65) 12.72 14.69 -- 13.77 -- -- -- -- 436,897$      4.4635%

CLIFTON

CORAL PARTNERS

CAPITAL INT'L

CORSAIR

CAPITAL GUARDIAN

CALLAN

2,506,298$             

Please note all data is preliminary and subject to change

S
A
M

P
LE



Market Value
MANAGER        % Total MV (12-31-13) 12/31/2013 1 Yr 3 Yr 5 Yr Inception 1 Yr 3 Yr 5 Yr Inception 1 Yr 3 Yr 5 Yr Inception

0.57% 48,329,577$           665,651$      
PEN Infastructure 32,219,725$           10.36 -- -- 13.42 8.62 -- -- 12.23 8.91 -- -- 11.85 300,000$      1.1068%
PEN Infastructure Performance 143,767$      0.5304%
INS Infastructure 16,109,852$           10.36 -- -- 13.42 8.62 -- -- 12.23 13.56 -- -- 11.17 150,000$      1.1068%
INS Infastructure Performance 71,884$        0.5304%

1.43% 120,658,558$         618,842$      
PEN Total Return 65,482,387$           3.18 -- -- 6.75 3.23 -- -- 3.25 2.91 -- -- 6.41 350,673$      0.5860%
INS Total Return 27,180,857$           -- -- -- (0.02) -- -- -- 0.00 -- -- -- (0.08)
INS Fixed Pool (Hyperion) 27,995,314$           (0.39) 5.39 -- 6.32 2.42 3.08 -- 2.89 (0.75) 1.90 -- 2.66 268,169$      0.4919%

1.60% 135,371,002$         687,260$      
PEN Intl Equity 75,782,268$           33.25 10.81 17.80 4.89 15.30 22.13 26.84 28.43 9.20 3.86 2.06 2.88 380,923$      0.6566%
PEN Emerging Markets 33,574,344$           (0.74) (1.14) 20.52 11.36 10.66 20.82 29.51 29.81 1.86 0.92 5.72 3.71 235,763$      0.7113%
INS Intl Equity 26,014,390$           33.19 10.80 17.79 4.89 15.30 22.13 26.84 28.43 9.14 3.84 2.05 2.87 70,574$        0.6566%

0.28% 23,768,236$           365,606$      
PEN Private Equity 23,768,236$           (4.08) 3.07 8.09 8.83 5.55 6.13 6.6 7.94 -- -- -- -- 365,606$      1.1410%

3.52% 298,075,759$         1,412,498$   
PEN Global Equity 298,075,759$         33.33 -- -- 23.83 4.90 -- -- 10.18 6.65 -- -- 2.70 1,412,498$   0.7523%

0.16% 13,939,572$           754,745$      
PEN 2006 3,254,184$             18.49 5.67 7.64 2.31 7.07 17.06 31 25.91 11.06 (3.62) (11.32) (6.69) 79,011$        1.7892%
PEN Fund V 10,685,388$           13.8 16.81 14.63 10.98 8.26 13.64 13.8 13.37 6.36 7.51 (4.33) 1.04 237,582$      2.2749%
PEN Fund V Performance 438,152$      4.1955%

DECLARATION

CREDIT SUISSE

EIG

GOLDMAN SACHS

INVESCO

EPOCH

DFA

Standard Deviation (Risk)Returns Excess Returns 1 FEES
FY13

Please note all data is preliminary and subject to change

3.20% 271,063,623$         2,229,471$   
PEN Core 150,348,150$         16.67 13.18 2.78 7.67 2.83 3.77 11.81 7.96 5.69 1.26 (2.90) (1.86) 535,996$      0.3986%
PEN Fund II 23,596,823$           18.76 25.96 (13.88) (17.21) 14.61 11.15 40.70 37.69 7.79 14.05 (19.57) (20.77) 220,089$      0.5939%
PEN Fund III 23,299,114$           19.08 -- -- 15.57 13.92 -- -- 11.41 8.10 -- -- 4.88 211,994$      0.8444%
PEN Fund III Performance 711,563$      2.8344%
PEN Asia 27,375,071$           (3.23) (2.13) (29.60) (29.60) 13.49 10.64 35.59 35.59 (14.21) (14.04) (35.28) (35.28) 425,096$      2.4929%
INS Core 46,444,465$           16.68 -- -- 13.13 2.83 -- -- 4.29 5.70 -- -- 2.24 124,733$      0.3956%

0.19% 16,278,312$           536,928$      
PEN Lewis & Clark 6,121,587$             17.77 10.58 6.72 2.31 9.99 7.83 11.35 19.48 -- -- -- -- 161,928$      2.5570%
PEN Lewis & Clark II 10,156,725$           (4.18) (5.04) -- (8.08) 6.66 5.64 -- 10.19 -- -- -- -- 375,000$      4.1754%

14.22% 1,203,131,321$      5,811,081$   
PEN Emerging Mkts 24,167,365$           (4.16) (1.97) 14.16 7.59 8.37 17.76 23.80 25.33 (1.56) 0.09 (0.63) 0.63 267,068$      0.8266%
PEN Special & Strategic 138,048,498$         16.75 15.48 4.16 7.06 0.79 1.62 11.37 6.83 5.77 3.56 (1.52) (0.50) 1,166,108$   0.9578%
PEN Alternative 4,830,997$             3.74 14.44 (5.64) (2.09) 21.72 16.52 21.75 17.55 (7.24) 2.53 (11.32) (8.67) 9,924$          0.1156%
PEN Greater China 18,542,454$           18.00 7.31 3.32 1.60 21.21 14.63 12.12 11.75 7.02 (4.61) (2.36) (1.96) 257,839$      1.1536%
PEN Greater Europe 21,783,773$           (10.06) 0.00 -- 0.00 19.03 0.00 -- 0.00 (21.04) 0.00 -- 0.00 507,367$      8.1907%
PEN IIF 103,454,777$         8.92 8.48 2.54 3.23 7.13 4.90 11.01 11.02 7.47 6.37 0.27 1.42 1,038,863$   1.0797%
PEN Asian 30,153,439$           (2.67) 4.29 (0.07) (0.07) 6.45 13.70 12.44 12.13 (4.12) 2.18 (2.35) (1.30) 593,925$      2.5830%
INS Infrastructure 70,785,692$           8.97 8.49 6.23 6.23 7.18 4.93 6.87 6.87 12.16 3.65 0.07 0.07 710,166$      1.0789%
INS Income & Growth 68,314,703$           20.12 24.12 (1.73) 2.18 6.80 7.25 22.00 18.12 9.14 12.20 (7.41) (4.40) 782,774$      1.0923%
INS JPM Budget Stab. 231,118,808$         0.47 -- -- 1.22 0.69 -- -- 0.64 0.10 -- -- 0.73 137,677$      0.0957%
INS JPM Legacy 491,930,815$         0.51 -- -- 1.06 0.71 -- -- 0.62 0.14 -- -- 0.62 339,371$      0.0801%

INVEST AMERICA

J.P. MORGAN

INVESCO

Please note all data is preliminary and subject to change
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Market Value
MANAGER        % Total MV (12-31-13) 12/31/2013 1 Yr 3 Yr 5 Yr Inception 1 Yr 3 Yr 5 Yr Inception 1 Yr 3 Yr 5 Yr Inception

7.91% 669,183,643$         1,211,599$   
PEN Enhanced 220,364,788$         35.95 16.63 19.02 5.13 7.46 15.56 17.90 18.00 2.84 0.33 0.43 1.01 462,177$      0.2654%
PEN Structured 291,808,128$         35.78 16.41 19.84 9.88 7.75 16.77 17.68 16.76 2.30 (0.04) (0.55) 1.02 544,481$      0.2133%
INS Enhanced 61,892,534$           36.31 16.60 19.49 8.96 7.37 15.58 17.76 16.81 3.20 0.30 0.90 1.18 94,014$        0.2717%
INS Structured 95,118,193$           36.11 16.48 20.41 9.88 7.81 16.82 17.57 16.99 2.63 0.03 0.02 1.21 110,927$      0.2143%

2.43% 205,217,094$         882,685$      
PEN High Yield Bond 205,217,094$         6.73 9.21 19.38 9.03 5.98 9.9 13.39 13.78 (0.71) (0.08) 0.42 0.46 882,685$      0.5000%

7.75% 655,399,912$         1,753,455$   
PEN Global Equity 459,486,393$         -- -- -- 20.77 -- -- -- 7.50 -- -- -- 3.19 334,952$      0.1640%
PEN Global Equity Performance 1,031,280$   0.5049%
INS Large Cap Equity 92,851,525$           41.41 19.08 19.70 8.85 7.97 19.01 20.97 19.24 8.89 3.02 3.03 2.69 158,764$      0.2968%
INS Intl Equity 103,061,994$         25.83 9.58 13.22 5.79 11.86 17.36 22.08 21.14 3.05 1.42 0.78 0.26 228,459$      0.4828%

0.32% 27,226,013$           (427,782)$     
PEN Fund I 11,987$                 (6.26) 0.00 0.00 0.00 6.26 0 0 0 -- -- -- -- -$              0.0000%
PEN Fund II 1,490,463$             (11.53) (51.69) (42.10) (27.27) 10.97 37.49 32.72 28.9 -- -- -- -- (115)$            -0.0071%
PEN Fund III 25,723,563$           9.87 42.32 13.76 7.26 14.24 52.15 49.59 44.25 -- -- -- -- (427,667)$     -1.6642%

6.87% 580,875,539$         368,575$      
PEN STIF 38,019,348$           0.06 0.10 0.17 3.05 0.02 0.03 0.08 1.28 60,935$        0.1453%
PEN Large Cap Equity Perf. 110,481,138$         36.88 18.20 19.30 4.14 8.97 15.66 17.90 17.97 4.49 2.02 1.36 0.37 279,317$      0.3215%
PEN Intl Equity (World Ex US) 242,082,438$         -- -- -- 0.00 -- -- -- 0.00 -- -- -- 0.00
PEN Emerging Markets 73,325,015$           (2.55) -- -- 5.50 11.81 -- -- 11.03 0.05 -- -- (1.57) 28,323$        0.1269%
INS STIF 116 967 600$

LSV

MATLIN PATTERSON

NORTHERN TRUST

LOOMIS SAYLES

LA CAPITAL

Standard Deviation (Risk)Returns Excess Returns 1 FEES
FY13

Please note all data is preliminary and subject to change

INS STIF 116,967,600$         
4.87% 411,967,758$         11,102,281$    

PEN DISCO II 79,645,241$           12.04 -- -- 24.36 3.73 -- -- 10.40 14.06 -- -- 22.93 910,633$      0.9275%
PEN DISCO II Performance 4,547,704$   4.6318%
PEN Unconstrained 88,809,606$           (2.15) -- -- 2.85 2.36 -- -- 3.96 (2.43) -- -- 2.51 573,267$      0.8988%
PEN MBS 161,911,557$         (2.13) -- -- 0.45 2.38 -- -- 2.63 (0.72) -- -- 0.12 264,474$      0.1736%
PEN BRAVO (BRAVO II) 5,000,000$             -- -- -- (1.67) -- -- -- 0.00 -- -- -- (5.24)
INS DISCO II 71,601,354$           12.06 -- -- 24.02 3.74 -- -- 10.20 14.08 -- -- 22.59 801,829$      0.9275%
INS DISCO II Performance 4,004,374$   4.6319%
INS BRAVO (BRAVO II) 5,000,000$             -- -- -- (1.67) -- -- -- 0.00 -- -- -- (1.53)

1.16% 98,398,744$           204,186$      
INS Fixed Pool 98,398,744$           (1.33) 5.97 9.08 6.97 3.91 3.46 4.66 4.44 0.69 2.71 4.64 2.05 204,186$      0.2944%

0.21% 17,729,799$           483,991$      
PEN Energy Partners 8,779,832$             28.98 24.80 10.70 (17.18) 15.76 14.04 18.75 37.83 -- -- -- -- 431,985$      4.8218%
PEN Energy Resources 8,949,967$             3.51 36.33 (17.29) (36.64) 10.04 55.41 58.38 88.5 -- -- -- -- 52,006$        0.5230%

0.66% 56,090,755$           138,437$      
INS Small Cap Equity 56,090,755$           44.26 18.07 23.69 7.91 5.96 20.88 23.37 25.41 5.44 2.39 3.61 1.16 138,437$      0.4455%

0.99% 83,707,124$           294,454$      
PEN Small Cap Equity 214,542$               (1.37) 47.09 34.54 10.06 9.98 216.76 167.04 107.64 (40.20) 31.42 14.45 1.87 -$              0.0000%
PERSPrefunded Health 83,492,582$           19.23 10.98 13.89 7.69 3.65 9.94 12.32 10.37 2.12 0.92 1.47 -- 294,454$      0.5040%

PIMCO

QUANTUM

RESEARCH AFF.

SEI

PRUDENTIAL

Please note all data is preliminary and subject to change

S
A
M

P
LE



Market Value
MANAGER        % Total MV (12-31-13) 12/31/2013 1 Yr 3 Yr 5 Yr Inception 1 Yr 3 Yr 5 Yr Inception 1 Yr 3 Yr 5 Yr Inception

2.77% 233,941,146$         3,301$          
PEN Domestic Fixed Pool 61,023,451$           -- -- -- (5.25) -- -- -- 0.85 -- -- -- (0.01) 992$             0.0076%
INS Fixed Pool 172,917,695$         -- -- -- 0.30 -- -- -- 0.41 -- -- -- (0.02) 2,309$          0.0076%

2.96% 250,615,246$         1,279,438$   
PEN Teredo 73,052,113$           (4.61) 1.40 4.56 10.22 8.73 7.09 7.22 10.89 (14.29) (4.88) 1.88 3.29 457,494$      0.5943%
PEN Springbank 120,392,935$         (2.98) (3.35) (4.97) 7.97 1.57 2.70 7.11 20.92 (12.66) (9.64) (7.66) (0.54) 314,322$      0.2561%
INS Timber 57,170,198$           5.19 0.58 2.37 2.25 6.73 5.29 6.05 5.90 8.38 (4.26) (3.80) (2.32) 507,622$      0.8341%

1.22% 103,601,569$         285,672$      
PEN Intl Fixed Income 103,601,569$         (4.35) 1.37 2.95 6.79 6.97 5.48 8.38 9.07 (1.27) (0.36) (0.56) -- 285,672$      0.2985%

0.30% 25,492,527$           45,054$        
INS Intl Equity Pool 25,492,527$           30.78 7.59 17.73 12.82 9.45 19.67 24.39 22.75 6.74 0.63 1.99 1.30 45,054$        0.4200%

1.02% 85,921,548$           561,118$      
PEN Intl Equity 85,921,548$           36.35 13.75 21.31 12.44 10.55 16.96 22.41 21.69 12.30 6.80 5.56 1.17 561,118$      0.8534%

4.46% 376,922,085$         613,148$      
INS Fixed Income 376,922,085$         -0.75 6.73 10.99 7.31 4.41 3.78 6.1 5.51 1.30 1.26 0.56 0.74 613,148$      0.2187%

8.08% 683,215,330$         894,348$      
PEN Domestic Fixed Income 109,189,859$         (1.99) 3.15 7.34 7.46 2.68 2.78 5.00 5.10 (0.57) 0.73 3.65 0.47 182,317$      0.1771%
INS Fixed Income 375,615,203$         (1.03) 5.21 9.33 7.40 2.68 2.87 4.90 4.91 1.00 1.95 4.89 0.86 376,703$      0.1794%
INS TIPS 198,410,268$         (4.95) 3.71 5.18 4.18 8.33 5.78 6.21 5.97 (1.76) (1.13) (0.98) (1.25) 335,329$      0.1771%

Total MV 12-31-13 8,459,353,811$      0.6272

1 Excess Returns for Private Equity are assumed to be zero given the absence of a widely accepted benchmark for these diverse strategies

WESTERN

WELLS

TIR

UBS

STATE STREET

WELLINGTON

VANGUARD

Returns Excess Returns 1 FEES
FY13

Standard Deviation (Risk)

Please note all data is preliminary and subject to change

Excess Returns for Private Equity are assumed to be zero given the absence of a widely accepted benchmark for these diverse strategies.

No Longer Active 12-31-13
PEN Clifton - Developed Int'l 172,768$      0.0874%

PEN LSV - Domestic Equity 441,745$      0.3563%

PEN LSV - Int'l Equity 286,530$      0.4875%

PEN State St. - Developed Int'l 248,591$      0.5383%

PEN Panagora - Emerging 116,010$      0.6981%

PEN Pimco Distressed 25,652$        

PEN Pimco Perf. 2,049,978$   

PEN UBS - Emerging 291,475$      0.9266%

PEN Calamos 386,180$      0.7187%

PEN BND F.I. 24,323$        0.0672%

INS BND F.I. 56,395$        0.0667%

INS Babson B Loans 5,886$          0.1681%

Please note all data is preliminary and subject to change

S
A
M

P
LE



State Investment Board
Watch List Recommendations

March 28, 2014

Dave Hunter, Executive Director / CIO
Darren Schulz, Deputy Chief Investment Officer

ND Retirement & Investment Office (RIO)
State Investment Board (SIB) 

Agenda Item III. C.



Watch List Recommendations

2

Western Asset Management Company (“WAMCO”) – After an onsite visit and extended discussion 
with the consultant community, Staff recommends a search be conducted for the WAMCO MBS 
mandate given the recent “Regulatory Settlement” and significant management turnover in this 
area.  Staff continues to recommend the Global Inflation Linked and U.S. Core mandate remain on 
the watch list.  The latter mandate has been a top performer for over 20 years.

Pacific Investment Management Company (“PIMCO”) – After positive onsite meetings with our 
portfolio managers and PIMCO’s new CEO (Douglas Hodge), Staff continues to recommends that 
all PIMCO strategies remain on the watch list until further notice including Agency MBS ($172 
million), Unconstrained Bond ($93 million), DiSCO II ($154 million) and BRAVO II (11 million).

Loomis, Sayles (“Loomis”) – After a meeting in our offices and discussion with Callan, Staff 
recommends that Loomis remain on the watch list until short-term performance improves.  

Note:  Please refer to Callan’s comments on our watch list recommendations which follow.

Mandates Benchmark Inception Date SI Returns SI vs Index 5Y Returns 5Y vs Index 3Y Returns 3Y vs Index 1Y Returns 1Y vs Index Market Value
US MBS Barclays U.S. MBS USD Unhedged Bond 3/31/2012* 1.23% -0.07% N/A N/A N/A N/A 0.23% -0.40% $  115,307,524 
Global Inflation Linked Barclays World Govt Inflation-Linked 5/18/2004 4.38% -0.44% 6.59% 0.81% 3.90% -0.15% -0.33% 0.31% $  234,120,386 
US Core Barclays U.S. Aggregate 7/2/1990 6.68% 0.90% 10.10% 4.97% 5.66% 1.83% 1.51% 1.63% $  440,220,949 

$  789,648,859 

North Dakota State Investment Board Performance1 Total Estimated Fees Fee Schedule
Inception Date Target Return YTD 1 year 3 year 5 year S.I. FY 20132 Est. FY 20143

Agency MBS (gross) April 13, 2012 Benchmark + 0.25% 1.9% 0.0% N/A N/A 1.3% $           264,474 $           297,105 18 bps on first $300mm, 16.5 bps on next $300mm, 15 bps thereafter
Unconstrained Bond Fund (gross) April 24, 2012 LIBOR + 3% to 4% 1.3% -1.1% N/A N/A 3.4% $           566,967 $           614,784 60 bps on first $200mm, 55 bps thereafter2

DiSCO II (net) October 7, 2011 10% to 12% (net) 2.0% 9.8% N/A N/A 23.5% $     11,783,210 $        5,108,604 

Mgmt fee of 0.75% on NAV.  Admin fee is equal to the aggregate of 20 bps of the Fund's NAV 
for the first $500mm fund and 15 bps of the Fund's NAV thereafter.  15% carried interest 
above 1 month LIBOR plus mgmt/adm fees.  Subject to a high watermark.

BRAVO II (net)5 March 19, 2013 15% to 20% (net IRR) N/A N/A N/A N/A 35.4% $                       - $           179,855 
1.36%6 and 0.20% mgmt and admin fees, respectively, on invested capital.  20% carried 
interest above 8% hurdle
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North Dakota State Investment Board

March 19, 2014

Kevin Ehrlich Derek C. Fan James J. Flick Paul E. Wynn
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North Dakota State Investment Board

 Mr. David Hunter, Executive Director & Chief Investment Officer
 Mr. Darren Schulz, CFA, Deputy Chief Investment Officer

Wednesday, March 19, 2014

 Antarctica Conference Room, 5th Floor
 Host: Derek C. Fan, Client Service Executive

Agenda

 
9:40 am Pick-up LAX by WAMCO 
  
  
11:00 – 11:45 am Compliance Overview 
 Kevin Ehrlich, Manager, Regulatory Affairs 
  
 
11:45 – 12:30 pm Portfolio Review (Working Lunch) 
 Paul E. Wynn, Portfolio Manager 
   
 
12:30 – 1:00 pm Organizational Overview 
   James J. Flick, Director of Global Client Service & Marketing 
 
 
1:15 pm Pick-up by NRN Car Service 
 Confirmed by Shake 
 Ph: 818-541-9003 
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Biographies

Note: Western Asset experience reflects current position title and hire date.

DEREK C. FAN
13 Years Experience

– Western Asset Management Company – Client Serv ice Executive, 2010-
– PIMCO – VP, Client Serv ice Account Manager, 2007-2010
– Study Solutions – Founder and Principal, 2004-2007
– Triage Consulting Group – Consultant, 2001-2004
– Kellogg School of Management, Northwestern University, M.B.A.
– University of California, Los Angeles, B.A.

JAMES J. FLICK
27 Years Experience

– Western Asset Management Company – Director of Global Client Serv ice & Marketing, 1998–
– Transamerica Investment Serv ices – Portfolio Manager, 1996–1998
– Lehman Brothers Inc. – Senior Vice President, Fixed Income, 1994–1995
– J.P. Morgan Securities, Inc. – Senior Vice President, Fixed Income, 1993–1994
– Citicorp Securities Inc. – Vice President, Fixed Income, 1990–1992
– Goldman, Sachs & Co. – Associate, Fixed Income, 1987–1990
– University of Chicago, M.B.A.
– Ohio State University, B.S.

KEVIN EHRLICH
16 Years Experience

– Western Asset Management Company – Manager, Regulatory  Affairs, 2004–
– Legg Mason Wood Walker – Associate General Counsel, 2000–2004
– U.S. Securities and Exchange Commission – Attorney, 1997–2000
– Villanova University School of Law, J.D.
– Villanova University College of Commerce and Finance, M.B.A.
– John Carroll University, B.S.B.A.

PAUL E. WYNN
32 Years Experience

– Western Asset Management Company – Portfolio Manager, 1992–
– Morgan Grenfell – Portfolio Manager, 1982–1992
– Keele University, B.S.
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Relationship Summary

Account Name Mandate Inception Date AUM
NDSIB - Insurance Trust US - Core 7/2/1990 440,220,949.24$          
NDSIB - Pension Trust US - MBS 7/1/1986 115,307,523.62$          
NDSIB - Insurance Trust Global Inflation Linked 5/18/2004 234,120,386.21$          
AUM as of 28 Feb 14
The NDSIB Pension Trust portfolio (a/c 440) transitioned from a US Core mandate to a US Mortgage mandate in March 2012 
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Organizational Update
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Western Asset Management

Western Asset is a global investment management firm committed to
understanding the needs of each client, 

identifying investment solutions and
delivering superior long-term investment results
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Long-term, fundamental value discipline

 Bottom-up
 Top-down

Diversified strategies

 Depth of resources
 Global

Integrated analytics and risk management

 Relative value analysis
 Transparency and communication

We Believe in Value
Investment Philosophy
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Global Breadth and Local Depth
December 31, 2013

Assets under management in USD (billions)
*Splits time between Hong Kong and Singapore offices

Total AUM: $451.6 billion
8 Countries
Total Staff: 835

Singapore
$4.7
Investment Professionals: 4
Total Staff: 22

New York
$184.4
Investment Professionals: 23
Total Staff: 90

London
$38.6
Investment Professionals: 18
Total Staff: 68 Tokyo

$15.2
Investment 
Professionals: 6
Total Staff: 28

Melbourne
$14.7
Investment Professionals: 5
Total Staff: 16

São Paulo
$13.7
Investment Professionals: 16
Total Staff: 67

Pasadena
$180.3
Investment Professionals: 53
Total Staff: 543

Dubai
Total Staff: 1

Hong Kong
Total Staff: 1*
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Investment Solutions
Objective-Driven Investing

Preserve Principal

Money Markets
Limited Duration

GNMA
Agency MBS

Enhance Income

Short Duration High Income
Emerging Markets

High-Yield
Diversified High Income

Structured Products/REIT/CLO

Generate Total Return

Total Return Unconstrained
Global Multi-Sector

Dynamic Fixed-Income

Hedge Liabilities

Long Duration
Long Credit

LDI
Tail Risk Protection

Protect From Inflation

US TIPS
Global Inflation-Linked

Currencies

Diversify Globally

Global Sovereign
Infrastructure Debt

Global Core/Core Full Discretion
Global Credit

Global Sovereign Total Return

Core Fixed-Income

Intermediate
Core

Core Full Discretion
Investment-Grade Credit

Increase Alpha

Global Credit Absolute Return
Macro Opportunities

Protect From Rising Rates

Adjustable Rate
Bank Loans
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Investment Management Organization*

As of 28 Feb 14
*Illustrates direct-reporting only and does not represent the entire investment management team. 

Europe Americas

Dennis J. McNamara
Insurance
Liquidity
Limited Duration
Long Duration
Municipals
TIPS

Carl L. Eichstaedt
Broad Market Portfolios

Christopher Orndorff
Multi-Sector Portfolios
& Derivatives

London
Andrew J. Belshaw
Europe Portfolios
UK Portfolios

Tokyo
Kazuto Doi
Japan Portfolios

Singapore
Chia-Liang Lian
Asia Portfolios

Melbourne
Anthony C. Kirkham
Australia Portfolios
New Zealand Portfolios

Paulo E. Clini
Brazil Fixed-Income
Brazil Equities

Michael C. Buchanan
Global Credit 

Keith J. Gardner
Emerging Markets 

Anup Agarwal
Mortgage-Backed
Asset-Backed

Rajiv Sachdeva
Quantitative Analysis

New York / Pasadena São Paulo

Asia-Pacific

S. Kenneth Leech
Co-Chief Investment Officer

Stephen A. Walsh
Co-Chief Investment Officer

Gavin L. James
Director of Global Portfolio Operations
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Committed to Excellence in Client Service 
Representative Client List

As of 31 Jan 14. Please see the Representative Client List Disclosure in the Appendix for more information. All have authorized the use of their names by Western Asset for marketing purposes.
Such authorization does not imply approval, recommendation or otherwise of Western Asset or the advisory services provided.

Corporate Public Multi-Employer / Union Insurance
Alcoa Inc. Arkansas Local Police and Fire Retirement System 1199 SEIU National Benefit Fund AXA
Alliant Techsystems Inc. Arkansas Teacher Retirement System Alaska Electrical Trust Funds Blue Cross Blue Shield of Massachusetts
Allied Domecq Pension Fund Baltimore County (MD) Employees Retirement System Bert Bell / Pete Rozelle NFL Player Retirement Plan Catalina Holdings (Bermuda) Ltd
American Cast Iron Pipe Company California State Teachers' Retirement System Boilermaker Blacksmith National Pension Trust Great-West Life & Annuity Insurance Company
ArcelorMittal USA Inc. City of Grand Rapids Directors Guild of America-Producer Pension and Health Plans Health Care Service Corporation
AT&T Investment Management Corporation City of Orlando IUOE Employers Construction Industry Retirement Plan, Locals 302 and 612 Highmark Health Services
Bayer Corporation East Bay Municipal Utility District Line Construction Benefit Fund Maryland Automobile Insurance Fund
Campbell Soup Company Employees' Retirement System of the State of Rhode Island Major League Baseball Players Benefit Plan Oil Investment Corporation Ltd.
Cathay Securities Investment Trust Fife Council Pension Fund National Education Association of the United States Reliance Standard Life Insurance Company
Chrysler LLC Fonds de compensation AVS New England Healthcare Employees Union, District 1199, AFL-CIO United Services Automobile Association
CNH Global N.V. Fresno County Employees' Retirement Association Teamsters Union Local No. 52 Pension Fund WellPoint, Inc.
Consolidated Edison Company Of New York, Inc. Gloucestershire County Council UAU Local No. 290 Plumber, Steamfitter & Shipfitter Industry Pension Trust Healthcare
Consolidated Rail Corporation Government of Bermuda Public Funds United Food and Commercial Workers Union Local 919 Ascension Investment Management
Crown Cork & Seal Company, Inc. Hampshire County Council Western States Office & Professional Employees Pension Trust Baptist Healthcare System, Inc.
Delta Air Lines, Inc. Indiana State Treasurer's Office Eleemosynary Baylor Health Care System
Energy Transfer Partners LP (formerly Sunoco, Inc.) Iowa Public Employees' Retirement System Abilene Christian University Catholic Health Initiatives
Galileo & Worldspan U.S. Legacy Pension Plan Trust Kansas Public Employees Retirement System Abington Memorial Hospital Children's Hospital of New Orleans
Graphic Packaging International Incorporated Korea Investment Corporation Baha'i' World Centre CHRISTUS Health
Hawaiian Telcom Los Angeles County Employees Retirement Association Battelle Memorial Institute Lehigh Valley Hospital
International Paper Company Marin County Employees' Retirement Association Bill & Melinda Gates Foundation Trust Medica
John Lewis Partnership Pensions Trust Minnesota State Board of Investment Board of Trustees of Southern Illinois University NorthShore University HealthSystem
LSI Logic Corporation Nevada Public Employees Retirement System Commonfund OhioHealth Corporation
Macy's, Inc. New Jersey Transit Creighton University Pinnacle Health System
McKesson Corporation North Dakota State Investment Board Domestic & Foreign Missionary Society ECUSA Providence Health and Services
National Grid USA Ohio Police & Fire Pension Fund E. Rhodes & Leona B. Carpenter Foundation St. George Corporation
Nestle USA, Inc. Orange County Transportation Authority Indiana University Sub-Advisory
Nisource, Inc. Oregon Investment Council Saint Louis University DIAM Co., Ltd.
PCS Administration (USA), Inc Public Employee Retirement System of Idaho Salk Institute for Biological Studies GuideStone Capital Management
Pensioenfonds Horeca & Catering Public School Teachers' Pension and Retirement Fund of Chicago San Francisco Foundation Highbury Pacific Capital Corp.
PPG Industries Salt River Project Agricultural Improvement and Power District The Rotary Foundation of Rotary International Investeringsforeningen Gudme Raaschou
Southern California Edison School Employees Retirement System of Ohio United Negro College Fund KOKUSAI Asset Management Co., Ltd.
Stichting Pensioenfonds DSM-Nederland Seattle City Employees Retirement System University of Illinois Legg Mason, Inc.
Sumitomo Mitsui Asset Management Company, Limited Surrey County Council University of Miami Mitsubishi UFJ Asset Management Co., Ltd.
The Dun & Bradstreet Corporation Tennessee Valley Authority University of Southern California Morgan Stanley Consulting Group
ThyssenKrupp North America, Inc Ventura County Employees' Retirement Association University of Wisconsin Foundation Quaestio Investments S.A.
Unilever United States, Inc. Virginia Retirement System Voelcker Foundation Russell Investment Group
Unisys Corporation Wiltshire Council Washington College SEI Investments Management Corporation
YMCA Retirement Fund Wyoming Retirement System Washington State University Shinko Asset Management Co., Ltd.
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Global Inflation-Linked Market Review
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Outlook 

 Global growth modest (but set to improve)
 Moderate US growth to continue
 European recession moderating
 China’s soft landing coming into evidence
 Less fiscal retrenchment, less monetary accommodation

Inflation-linked Strategy

 Long German real yields
 Short a mixture of real and nominal UK/US yields
 Long UK breakevens
 Curve preference for long-dated TIPS
 Short JPY and EUR
 Modest exposure to Emerging FX/bonds

Risks

 Flight to quality on geopolitical risks
 US Data remains weak post weather effects
 Japan fails to push policy further
 Market concerns over China rise

Outlook

The above reflects current opinions of Western Asset Management.



14

Main Risk Positions

Country Strategies Position Rationale Risks 
UK Curve Long 15yr versus 5yr/20yr Index event (15yr drop out of the 15+) Already priced?

Duration Underweight reals and nominals growth momemtum remains strong Unsustainable
Breakeven Long 10yr Breakevens RPI to rise versus CPI Housing market weakness

US Duration Short 5-10yr Nominals Weather effects mask ongoing improvement Sustained data weakness
Curve Bias towards 30yr real yields 30yr real yields consistent with moderate growth Policy hikes pushed back

Europe Duration Long German real yields Europe needs negative real yields to aid recovery ECB inaction
Sector Short French OATi versus OATei French inflation to weaken versus Euro basket Livret A demand
FX Underweight EUR vs USD Fragile European recovery/export sensitivity ECB allows real tightening

Underweight JPY vs USD Japan reflation/Fed Taper Deflation persists in Japan
Underweight GBP vs MEX/BRL Modest growth/yield pick up Policy hikes moved forward

FX 

The above reflects current opinions of Western Asset Management.
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Sector
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Source:  Barclays, Western Asset  As of 28 Feb 14
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Duration
Real Yields

US

UK

Germany
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Source: Barclays, Western Asset  As of 28 Feb 14
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Growth Outlook
Regional Trends
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Growth Outlook

Germany

Periphery
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Inflation Outlook

50

70

90

110

130

150

2007 2008 2009 2010 2011 2012 2013

$ p
er

 B
ar

re
l

Oil Prices Stable

Source:  Bloomberg. As of 28 Feb 14

130
150
170
190
210
230
250

2007 2008 2009 2010 2011 2012 2013 2014

FA
O 

Fo
od

 In
de

x

Food Prices Weak

Source:  Bloomberg. As of 31 Jan 14

CPI x Food

Input Price PMI 
(lead 4mths)

20
30
40
50
60
70
80

-3
-2
-1
0
1
2
3
4

2005 2006 2007 2008 2009 2010 2011 2012 2013 2014

Input Price PMIInf
lat

ion
 (%

)

Chinese Inflation Moderate

Source:  Bloomberg. As of 28 Feb 14

0.0
0.5
1.0
1.5
2.0
2.5
3.0

2007 2008 2009 2010 2011 2012 2013

Pe
rce

nt

US Core Inflation Weak

Source:  Bloomberg. As of 31 Jan 14



20

Inflation Outlook
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A Valuation Metric for Real Yields
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Old pre-repression equilibrium range 2-3%

QE – "Mild" financial repression attempt

Structural break – MAJOR financial repression
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Wage Indicators and Earnings
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Germany
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Policy Outlook - ECB
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Policy Outlook - Fed
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Policy – Credit Demand
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Portfolio Strategy – Inflation

Country
10yr Avg Inflation 

(%)
10yr High Inflation 

(%)
10yr Low Inflation 

(%)
Current Inflation 

(%)
Consensus 

Inflation 2014 (%)
Consensus 

Inflation 2015(%)
Current 10yr BE 

(%)
US 2.40 5.50 -2.00 1.20 1.70 2.00 2.27
Canada 1.80 3.70 -1.00 1.00 1.50 1.90 1.78

Euro 2.10 4.10 -0.80 0.80 1.20 1.50 1.51
France 1.70 1.00 -0.80 0.60 1.30 1.40 1.78
Germany 1.70 3.40 -0.40 1.30 1.60 1.90 n/a
Italy 2.20 4.10 0.00 0.70 1.20 1.40 n/a
Sweden 1.30 4.40 -1.50 0.10 1.20 1.90 1.52
UK RPI 3.30 5.20 1.10 2.60 2.90 3.00 3.05

Australia 2.80 5.00 1.20 2.20 2.60 2.50 2.53
Japan -0.10 2.30 -2.50 1.60 2.40 1.70 1.11
China 3.10 8.70 -1.80 2.50 3.10 3.20 n/a
Source: Barclays, Bloomberg, Western Asset.  As of 13 Jan 14
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Portfolio Review
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Investment Results
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Barclays World Govt Inflation-Linked
All Maturities Bond Index

North Dakota State Investment Board TIPS
- Insurance Trust

As of 28 Feb 14. Returns for periods greater than one year are annualized. Returns since inception are as of the indicated close of business day.
The performance calculation reflects the deduction of administrative and custodian fees only. 
The impact of advisory fees on performance is not reflected in this calculation. 
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Western Asset believes that attribution is not a hard science, but rather a means of evaluating strategies to determine their relative impact on overall portfolio performance. The intent of the manager, therefore, is critical in the 
evaluation of different strategies, and the return attribution for any sector or strategy could be over or understated due to its inclusion in another component. Data may not sum to total due to rounding. 
Note: 1 basis point = 0.01%

Basis Points 1 Year
Duration 19
Country 15
Yield Curve -2
Currency 14
Sector Allocation -4
Subsector Allocation 0
Selection/Residual -6
Total 36

Performance Attribution
Western Asset Global Inflation-Linked Plus L.L.C. vs. Barclays World Inflation-Linked All Maturities Index
February 28, 2014
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Benchmark* (%) Portfolio (%)

Duration Contribution

Western Asset Global Inflation-Linked Plus L.L.C.
February 28, 2014

¹Barclays World Inflation-Linked All Maturities Index
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Appendix
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MBS/ABS Team Review
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Western Asset has a team of 15 investment professionals that are directly involved in the 
management of MBS/ABS portfolios. This team consists of four portfolio managers that are 
further supported by 11 analysts

The MBS/ABS Team is led by Mr. Anup Agarwal, who is responsible for the day-to-day strategic 
oversight of the portfolio’s investments and for supervising the operations of the various sector 
specialist teams within the sector.

MBS/ABS Team Structure

As of 17 Mar 14
The above includes investment and non-investment professionals.

Structured Products

Benjamin Birnbaum (7 years)
Sean O. Johnson, CFA (24 years)
Kunle Williams (6 years)
Bonnie M. Wongtrakool, CFA (14 years)

Anup Agarwal (16 years)
Head of MBS/ABS

Agency MBS

Product Managers

Travis M. Carr, CFA (20 years)
Elliott R. Neumayer (10 years)

Alba Abourjeili, CFA (11 years)
Edwin B. Anderson (11 years)
Greg E. Handler, CFA (13 years)
Ben Hunsaker, CFA (9 years)
Ian Justice (15 years)

Liam P. Lynch (12 years)
Jenny Park, CFA (8 years)
Sudibyo Pradono (10 years)
David F. Shriver (6 years)
Harris A. Trifon (15 years)
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The MBS/ABS Team operates under the purview of the US Broad Strategy Committee which 
develops the Firm’s economic outlook and investment strategy for all accounts. They are 
further supported by a larger broad market team. Western Asset’s investment management 
team consists of 127 investment professionals with an average industry experience of 21 years.

MBS/ABS Team Structure

Name Job Title Industry Start Date Firm Start Date 
Anup Agarwal Head of MBS/ABS 1997 2013 
Alba Abourjeli, CFA Research Analyst 2001 2004 
Edwin B. Anderson Quantitative Analyst 2002 2011 
Benjamin Birnbaum, CFA Research Analyst 2006 2007 
Greg E. Handler, CFA Research Analyst 2001 2002 
Benjamin L. Hunsaker, CFA Portfolio Manager 2005 2008 
Sean O. Johnson, CFA  Research Analyst 1989 1995 
Ian Justice Research Analyst 1997 2005 
Liam P. Lynch Portfolio Analyst 2001 2008 
Jenny Park, CFA Research Analyst 2004 2005 
Sudibyo Pradono Research Analyst 2003 2013 
David F. Shriver Portfolio Analyst 2003 2013 
Harris Trifon Portfolio Manager 2000 2014 
Kunle Williams Portfolio Analyst 2003 2011 
Bonnie M. Wongtrakool, CFA Portfolio Manager 1994 2003 
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Western Asset’s team approach to investment management provides a thorough backup in the 
event that assigned personnel depart from the Firm. This team approach serves as the safety 
net in the Firm’s investment management procedures to ensure the departure of any one 
professional would not impact the investment management process. Due to Western Asset’s 
traditional team orientation to investment management, none of the changes are considered 
material or have adversely impacted the team.

MBS/ABS Team Structure

Category March 2014 
Investment Professionals   127 
Portfolio managers 54 
Portfolio manager/research analysts 11 
Research analysts 48 
Traders 14 

 

Name Title 
Joined/Left 
/Transferred Date Reason 

Years with 
the Firm Replacement 

Harris Trifon Portfolio Manager Joined 2014 – –  
Anup Agarwal Head of MBS/ABS Joined 2013 – – – 
Sudibyo Pradono Research Analyst Joined 2013 – – – 
Paul Jablansky Co-Head of Structured Products Joined 2011 – – – 
Stephen P. Fulton Head of Agency MBS Left 2013 Retired 13 – 
Deborah R. Slogoff Research Analyst Left 2013 Resigned 11 – 
Paul Jablansky Head of Structured Products Left 2013 Resigned 2 Anup Agarwal 
Ronald Mass Co-Head of Structured Products Left 2012 Resigned 21 – 
Jeffrey T. Katz Research Analyst Left 2011 Resigned 13 – 

 

Recent Turnover
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Investment Results
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Barclays U.S. Aggregate Index North Dakota State Investment Board - Insurance Trust

As of 28 Feb 14. Performance shown is gross of fees. The account's actual return will be reduced by those fees and any other expenses chargeable to the account. 
The fee schedule for this strategy may be found in Part 2 of Western Asset’s Form ADV. As fees are deducted quarterly, the compounding effect will be to increase 
the impact of the fees by an amount directly related to the gross account performance. For example, on an account with a 1% annual fee, if the gross performance 
were 10%, the compounding effect of the fees would result in a net performance of approximately 8.93%. Returns for periods greater than one year are annualized. 
Returns since inception are as of the indicated close of business day.
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Investment Results
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As of 28 Feb 14. Performance shown is gross of fees. The account's actual return will be reduced by those fees and any other expenses chargeable to the account. 
The fee schedule for this strategy may be found in Part 2 of Western Asset’s Form ADV. As fees are deducted quarterly, the compounding effect will be to increase 
the impact of the fees by an amount directly related to the gross account performance. For example, on an account with a 1% annual fee, if the gross performance 
were 10%, the compounding effect of the fees would result in a net performance of approximately 8.93%. Returns for periods greater than one year are annualized. 
Returns since inception are as of the indicated close of business day.
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Representative Client List Disclosure

As of 31 Jan 14

Clients that have advised Western Asset of account terminations have been excluded from the lists.

The clients listed in the Eleemosynary company type are in all mandates, located in all countries and all regions of the United States, and with portfolios with an AUM of $1(M) or greater.

The clients listed in the Sub-Advisory company type are in all mandates, located in all countries and all regions of the United States, and with portfolios with an AUM of $12(M) or greater.

The clients listed in the Corporate company type are in all mandates, located in all countries and all regions of the United States, and with portfolios with an AUM of $46(M) or greater.

The clients listed in the Healthcare company type are in all mandates, located in all countries and all regions of the United States, and with portfolios with an AUM of $19(M) or greater.

The clients listed in the Public company type are in all mandates, located in all countries and all regions of the United States, and with portfolios with an AUM of $83(M) or greater.
The clients listed in the Multi-Employer / Union company type are in all mandates, located in all countries and all regions of the United States, and with portfolios with an AUM of $7(M) or greater.

The clients listed in the Insurance company type are in all mandates, located in all countries and all regions of the United States, and with portfolios with an AUM of $36(M) or greater.
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Risk Disclosure

© Western Asset Management Company 2014. This presentation is the property of Western Asset Management Company and is intended for the sole use 
of its clients, consultants, and other intended recipients. It should not be forwarded to any other person. Contents herein should be treated as confidential 
and proprietary information. This material may not be reproduced or used in any form or medium without express written permission.

Past results are no guarantee of future performance. An investment in the Portfolio may be worth more or less than you originally paid for based on factors 
such as interest rate, credit, strategy and limited liquidity risks. Additional risks and information regarding fees, expenses and tax considerations are more 
fully described in the Confidential Offering Memorandum, which must precede or accompany this material. Please read the Offering Memorandum carefully 
before investing.













Mr. Hirschmann currently serves as the chief executive officer of Western Asset, 

Legg Mason’s largest subsidiary by assets under management, and one of the 

world’s largest fixed-income managers.

Mr. Hirschmann joined Western Asset in April 1989 in a business development ca-

pacity. In 1995, he spearheaded Western Asset’s international efforts through the 

acquisition of Lehman Brothers Global Asset Management in London. In 1997, he 

relocated to London to build Western Asset’s international business and integrate 

the US and UK operations. Soon after returning to Western Asset’s headquarters 

in Pasadena, California, Mr. Hirschmann was appointed president and chief ex-

ecutive officer in 1999, and has been a key driver in the impressive growth and 

major global position that Western Asset has achieved as one of the world’s lead-

ing bond managers. 

Prior to joining Western Asset Management, Mr. Hirschmann served as Director 

for Financial Trust Company (currently Invesco National Trust Company) in Denver, 

Colorado. Before that, Mr. Hirschmann was a vice president at Atalanta/Sosnoff 

Capital Corporation in New York, NY.

Mr. Hirschmann holds a Bachelor of Science in Business Administration with an 

emphasis in Accounting from Widener University in Chester, Pennsylvania. He is a 

member of the Board of Trustees and also serves as a member of the Finance and 

Administration Committee and of the Audit Committee at Widener University.

James “Jim” W. Hirschmann, III
President and Chief Executive Officer
Western Asset Management Company





























































State Investment Board
Custody Review Recommendation

March 28, 2014

Dave Hunter, Executive Director / CIO
Darren Schulz, Deputy Chief Investment Officer

ND Retirement & Investment Office (RIO)
State Investment Board (SIB) 

Agenda Item III. D.



Trust, Custody & Securities Lending Review Summary

2

Overview:
- The five candidates are all major consulting 
firms which expressed an interest in providing a 
trust and custody review.
- Callan and Hewittennisknupp (“HEK”) were 
clearly the most consistent in their interest and 
responses.
- The RIO Staff deem both Callan and HEK to 
be market leaders in this area with “Bo” and 
‘Kristen” being named by both clients and 
competitors as true experts in this area.
- The RIO Staff recommends Callan given 
their greater knowledge of our operations, but 
deem HEK a close second and note that HEK 
has offered the service at $40,000 (vs. $60,000).

North Dakota - State Investment Board

Retirement & Investment Office

Trust, Custody and Securities Lending Review

Initial Candidates and Finalists:

Callan Associates Mark Kinoshita, Virgilio "Bo" Abesamis III << FINALIST

Hewitt Ennis Knupp Kristen Doyle, Stephen Cummings << FINALIST

Mercer Brian Birnbaum, Glenn Ayers

R.V. Kuhns Jonathan Kowalik, Ron Klotter / Kristen Steffens

Towers Watson Diane Cook, Steve Carlson

Primary Selection Criteria:

1.)  Major Investment Consulting Firm

2.)  Expressed Interest in North Dakota / Consistently Responsive

3.)  Custodian / Peer References

4.)  Public Market Expertise

5.)  Consistent Track Record in Perfroming Trust and Custody Reviews

------- Callan Associates ------- -------- Hewitt Ennis Knupp -------

Trust, Custody and # of Clients Total Assets Average # of Clients Total Assets Average

Sec. Lending Clients Advised Advised Size Advised Advised Size

2008 36 $210 billion $6 billion 15 $100 billion $7 billion

2009 51 $432 billion $8 billion 31 $600 billion $20 billion

2010 22 $160 billion $7 billion 30 $75 billion $3 billion

2011 19 $295 billion $16 billion 14 $100 billion $7 billion

2012 23 $190 billion $8 billion 35 $250 billion $7 billion

2013 37 $581 billion $16 billion 34 $350 billion $10 billion























































































Securities Lending Background, Development & Next Steps
Background:  In 2008, many securities lending participants incurred investment losses as a result of “risky 

collateral” being included in various securities lending programs.  Despite many lending agents providing an 
indemnity to clients for borrower risk, many participants incurred investment losses due to “risky collateral”.  
Previously, many participants believed borrower risk (or counterparty risk) was the biggest risk in securities 
lending.  Post 2008, securities lending participants now realize that collateral quality is equally (or more) 
important as borrower risk.

Market Developments:  Many lending agents have created enhanced collateral investment strategies where the 
lending agents have became comfortable providing indemnification for both investment risk and borrower risk.  

Enhanced Collateral Investment Strategies:  An account can be structured such that all investments would be on an 
overnight basis and consist of only US Treasury backed Repurchase Agreements (i.e. the Repurchase 
Agreements would be over-collateralized by US Treasuries) at a minimum of 102% of the cash value. All cash 
collateral would be reinvested daily, thereby ensuring that the over-collateralization requirement is refreshed 
each business day.

Proposal:  Northern Trust is willing to propose this strategy based upon a US Treasury backed overnight repo 
Custom Cash Collateral Account.  Based upon successful negotiation of a Securities Lending Authorization 
Agreement and Cash Collateral Investment Guidelines, Northern Trust would provide indemnification of the 
repurchase agreements in the Custom Cash Collateral Account. 

Risk Statement:  Northern Trust is unable to make a definitive statement that a loss would never occur.  However, 
under the structure described above, it would likely take a default of the US Government, a default of the repo 
counter-party and a default of Northern Trust in order to generate a loss.

Next Steps:  In connection with our custody review, RIO will work with our investment consultant to confirm the 
structure, risks and estimated cost savings of the proposed Enhanced Collateral Investment Strategy.  The cost 
savings are preliminarily estimated at approximately $900,000 per year.

3



 
NORTH DAKOTA RETIREMENT AND INVESTMENT OFFICE 

 
Staffing Update 

 
March 27, 2014 

 
 

During the past four months, the RIO team has been successful in filling three vacant 
positions, promoting from within to eliminate a future vacancy in Information Technology 
and posting for the Audit Supervisor and IT Coordinator positions. We have also revised our 
organizational chart to more accurately reflect observed reporting lines from a functional 
perspective. 
 
The RIO Executive Team understands the importance of proper staffing levels as the 
success of the Agency is critically dependent on the interaction and effectiveness of our 
outstanding staff.   
 

- Gary Vetter announced his retirement as RIO’s Information Technology Supervisor. 
Mr. Vetter’s last day will be March 31, 2014.   

 
- Rich Nagel, RIO’s current IT Coordinator, will be promoted to RIO’s Information 

Technology Supervisor effective April 1, 2014.  
 

- RIO’s IT Coordinator position, which will be vacant as a result of Rich’s promotion, 
was posted on February 20, and advertised on February 23 and March 2.  We 
interviewed five candidates for this position on March 20.  
 

- RIO’s Audit Supervisor position was posted on December 31, 2013.  To expand the 
applicant pool, the position was reposted and re-advertised in March 2014.  
Application closing date was March 18.  
 

- The Investment Analyst position will be posted once an organizational review of 
investment and fiscal division duties is completed.  
 

- Annual performance reviews will commence in April and are expected to be 
discussed with staff in May prior to being finalized in June. 

 

Agenda Item IV.A.1. 



 
 
 

ND STATE INVESTMENT BOARD 
AUDIT COMMITTEE MEETING 

 
Friday, February 28, 2014 - 1:00 p.m.  

Peace Garden Room - State Capitol, Bismarck, ND  
 
 

AGENDA 
 
 

1. Call to Order and Approval of Agenda - Chair (committee action) 
 

2. Approval of November 22, 2013 Minutes - Chair (committee action) 
 

3. 2013-14 Audit Activities Progress Report - Dottie Thorsen and Fay Kopp 
(committee action)  
 

4. GASB #67 and #68 Implementation Planning - Fay Kopp (discussion only) 
 

5. Audit Supervisor Vacancy Update - Fay Kopp (discussion only)   
 

6. RIO Organizational Update - Dave Hunter (discussion only)    
 

7. Other  Business 
Next SIB Audit Committee meeting - May 23, 2014  
 

8. Adjournment 
 

 
 
 
 
 
 
 
 
 
 
___________________________________________________________________________ 
 
Any individual requiring an auxiliary aid or service should contact the Retirement and 
Investment Office at (701) 328-9885 at least three (3) days prior to the scheduled meeting.  
 
 
 

Agenda Item IV.A.2. 











RESPONSE FUND BRD ED RFP FOREIGN DOM FIRM ATTCH

1 MERS of MI No No Yes Yes Spector Roseman no

2 MA Pension ? no

(part of 2) CO PERA ? no

3 VRS yes(staff) Yes ? Yes Bernstein Litowitz yes
Kaplan Fox
Labaton Sucharow

4 Kansas PERS yes(in house yes ? yes Girard Gibbs and DeBartolomeo yes
legal)

5 Denver ERP yes(in-house & yes yes yes Barrack, Rodos and Bacine yes
ext legal) Grant & Eisenhofer

Hagens, Berman, Sobol, Shapiro
Robins, Geller, Rudman & Dowd

6 West Virginia Inv Brd ? no yes yes Robins, Geller, Rudman & Dowd no
Spector Roseman

7 St. Louis ? yes ? yes Berman DeValerio no
Saxena White 
Spector Roseman
Grant & Eisenhofer
Bernstein, Litowitz, Berger and Grossmann 

8 Washington AG ? yes no yes ? yes

9 San Fran ERS ? yes yes yes ?  Not yet available yes

10 Chicago Teachers' ? yes yes/or will yes Spector Roseman yes
3 others?
Rec 2 for foreign
Grant & Eisenhofer
Bernstein, Litowitz, Berger and Grossmann 

11 Utah Ret System yes, staff/ no ? yes Spector Roseman no
in-house legal also adding firms

12 SamCERA ? yes soon yes Grant & Eisenhofer yes

13 Ill Mun Ret Fund ? yes ? yes Berman DeValerio yes
Labaton Sucharow

14 LA County ERA yes, staff/ yes yes yes Dom Mont: yes
in-house legal Bernstein, Litowitz, Berger and Grossmann 

Berman DeValerio
Grant & Eisenhofer
For Mont:
Spector Roseman
Labaton Sucharow
Kessler Topaz

15 Ill. Univ System ? yes ? yes Berman DeValerio yes
(obtained by CIO not Robins, Geller, Rudman & Dowd
NAPPA listserve) Labaton Sucharow

                                       AGENDA ITEM IV.B.1.



Knowledge. Experience. Integrity. “Callan College”

“Callan College” 

● Introductory “Callan College” sessions

– April 23-24, 2014 in San Francisco

– October 28-29, 2014 in San Francisco

● Standard “Callan College” session

– April 15-16, 2014 in Atlanta

– July 15-16, 2014 in Chicago

2014 Dates

Agenda Item IV.B.2.



Knowledge. Experience. Integrity. “Callan College”

“Callan College” 

● This one and one half day session is designed for individuals who have less than two years' 

experience with institutional asset management oversight and/or support responsibilities. The session 

will familiarize fund sponsor trustees, staff, and asset management advisors with basic investment 

theory, terminology, and practices.

● Participants in the introductory session will gain a basic understanding of the different types of 

institutional funds, including a description of their objectives and investment program structures. The 

session includes:

– A description of the different parties involved in the investment management process, including their roles 

and responsibilities

– A brief outline of the types and characteristics of different Plans (e.g. defined benefit, defined contribution, 

endowments, foundations, operating funds)

– An introduction to fiduciary issues as they pertain to Fund management and oversight

– An overview of capital market theory, characteristics of various asset classes, and the processes by which 

fiduciaries implement their investment sessions

Introductory Session



Knowledge. Experience. Integrity. “Callan College”

“Callan College” 

● This is a two day session designed for individuals with more than two years’ experience with 

institutional asset management oversight and/or support responsibilities. The session will provide 

attendees with a thorough overview of prudent investment practices for both defined benefit and 

defined contribution funds. We cover the key concepts needed to successfully meet a fund’s 

investment objectives.

● The course work addresses the primary components of the investment management process:

– The Role of the Fiduciary

– Capital Market Theory

– Asset Allocation

– Manager Structure

– Investment Policy Statements

– Manager Search

– Performance Measurement

Standard Session
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