
 
 
 
 
 
 
 
 
         
         
 

Friday, April 24, 2015, 8:30 a.m. 
Workforce Safety & Insurance 

1600 E Century Avenue, Bismarck, ND 
 
 

AGENDA 
 
 

I.       CALL TO ORDER AND ACCEPTANCE OF AGENDA  

 

II.       ACCEPTANCE OF MINUTES (March 27, 2015) 

 

III. INVESTMENTS 

 
A. Annual Board Planning Cycle and Strategic Investment Plan - Mr. Hunter (enclosed) (20 min) Board Action  
B. City of Grand Forks Pension Fund - Mr. Hunter (enclosed) (10 min) Informational 
C. Executive Session - Springbank - Mr. Hunter (20 min) Board Action 

N.D.C.C. §44-04-19.1(9) and N.D.C.C. §44-04-19.2  
 

IV. GOVERNANCE 

 
A. Legislative Update - Mr. Hunter (enclosed) (10 min) Informational 

B. Governance Policy Review - Mr. Hunter (enclosed) (20 min) 
1. Board Staff Relations (Second Reading) Informational  
2. Ends (First Reading) Informational 

 

V. QUARTERLY MONITORING (enclosed) (10 min) Board Acceptance 

 
A. Budget and Financial Conditions - Ms. Flanagan 
B. Executive Limitations / Staff Relations - Mr. Hunter 
C. Investment Program - Mr. Hunter 
D. Retirement Program - Ms. Kopp 
E. Watch List - Mr. Schmidt  

 
      ======================================== Break  10:00 to 10:15 ======================================= 
 

VI. BOARD EDUCATION (enclosed) (45 min) Informational 

 
A. North Dakota Bankers Association - Mr. Hunter (enclosed)  
B. Board Offsite Preview - Mr. Hunter (to follow) 

 
VII. OTHER 

 
Next Meetings: 
SIB Audit Committee meeting - May 21, 2015, 3:00 pm - State Capitol, Peace Garden Room 
SIB meeting - May 22, 2015, 8:30 a.m. - State Capitol, Peace Garden Room  

 

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 

March 27, 2015, BOARD MEETING 

 

MEMBERS PRESENT: Drew Wrigley, Lt. Governor, Chair 

Mike Sandal, Vice Chair 

                           Lance Gaebe, Land Commissioner 

  Mike Gessner, TFFR Board 

Rob Lech, TFFR Board 

     Mel Olson, TFFR Board 

     Kelly Schmidt, State Treasurer 

 Yvonne Smith, PERS Board 

Cindy Ternes, WSI designee (TLCF) 

 Tom Trenbeath, PERS Board 

 

MEMBERS ABSENT:  Adam Hamm, Insurance Commissioner 

 

 

STAFF PRESENT:  Eric Chin, Investment Analyst 

Connie Flanagan, Fiscal & Invt Op Mgr 

  Bonnie Heit, Assist to the SIB  

     David Hunter, ED/CIO 

     Fay Kopp, Deputy ED/CRO 

Terra Miller-Bowley, Supvr Audit Services 

     Cody Schmidt, Compliance Officer 

     Darren Schulz, Deputy CIO 

     Susan Walcker, Invt Acct  

 

OTHERS PRESENT:  Sarah Angus, Callan Associates Inc. 

  Jeff Engleson, Dept. Trust Lands 

  Levi Erdmann, Dept. Trust Lands   

Paul Erlendson, Callan Associates Inc. 

  Jan Murtha, Attorney General’s Office 

  Bryan Reinhardt, PERS 

   

    

CALL TO ORDER:      

 

Mr. Sandal called the State Investment Board (SIB) meeting to order at 8:30 a.m. 

on Friday, March 27, 2015, at Workforce Safety & Insurance, 1600 E Century Ave., 

Bismarck, ND. 

 

Commissioner Hamm was absent attending a National Association of Insurance 

Commissioners meeting.  

 

AGENDA: 

 

IT WAS MOVED BY MR. TRENBEATH AND SECONDED BY MR. GESSNER AND CARRIED ON A VOICE 

VOTE TO ACCEPT THE AGENDA FOR THE MARCH 27, 2015, MEETING AS DISTRIBUTED. 

 

AYES:COMMISSIONER GAEBE, TREASURER SCHMIDT, MR. OLSON, MS. TERNES, MR. GESSNER, 

MR. TRENBEATH, MR. LECH, AND MR. SANDAL  

NAYS: NONE  

MOTION CARRIED 

ABSENT: COMMISSIONER HAMM, MS. SMITH, LT. GOVERNOR WRIGLEY 
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MINUTES: 

 

IT WAS MOVED BY MR. LECH AND SECONDED BY MR. OLSON AND CARRIED ON A VOICE VOTE TO 

APPROVE THE FEBRUARY 27, 2015, MINUTES AS DISTRIBUTED.  

 

AYES: MR. GESSNER, MR. GAEBE, MS. TERNES, TREASURER SCHMIDT, MR. LECH, MR. OLSON, 

MR. TRENBEATH, AND MR. SANDAL  

 

NAYS: NONE 

MOTION CARRIED 

ABSENT: COMMISSIONER HAMM, MS. SMITH, LT. GOVERNOR WRIGLEY 

 

INVESTMENTS 

 

Strategic Mission – Mr. Hunter highlighted strategic initiatives as of March 31, 

2015.  

 

Mr. Hunter also requested the SIB confirm the Retirement and Investment Office’s 

(RIO) mission statement as defined in SIB Governance Policy, Ends/Mission, D-1. 

 

The SIB reaffirmed the existing mission of RIO.    

 

Callan Timber Consulting Capabilities – Ms. Sarah Angus, Callan Associates, 

reviewed Callan’s timber consulting capabilities.  

 

Timber Survey & Staff Recommendation – Staff surveyed 72 state public funds in an 

effort to solicit feedback concerning best in class consultants in the timberland 

asset class. Of the responses received, Callan Associates was the most often 

cited general consultant. Pension & Investments February 9, 2015 edition cited 

Callan as being the most often cited general investment consultant and the second 

most often cited overall consultant. Aon Hewitt was cited as the second most 

often general consultant and the most often cited overall consultant in this 

survey.  

 

Staff recommended the SIB contract with Callan to assess the Springbank 

properties whose existing management agreement expires on June 30, 2015. The 

negotiated price for this search will range between $34,000 to $50,000 which is 

reasonable based on peer discussion and potential future fee savings. Callan will 

report their findings to the SIB at their May 22, 2015, meeting.  

 

IT WAS MOVED BY TREASURER SCHMIDT AND SECONDED BY MR. TRENBEATH AND CARRIED BY A 

ROLL CALL VOTE TO ACCEPT STAFF RECOMMENDATION AND ENGAGE CALLAN TO CONDUCT A 

SEARCH FOR AN ALTERNATIVE TIMBER MANAGER WHICH COULD POTENTIALLY REPLACE 

TIMBERLAND INVESTMENT RESOURCES IN THE EVENT CONTRACT NEGOTIATIONS DO NOT MEET 

EXPECTATIONS. 

 

AYES: MR. OLSON, MR. TRENBEATH, COMMISSIONER GAEBE, MR. GESSNER, MS. SMITH,  

TREASURER SCHMIDT, MS. TERNES, MR. LECH, AND MR. SANDAL 

NAYS: NONE 

MOTION CARRIED 

ABSENT: COMMISSIONER HAMM, LT. GOVERNOR WRIGLEY  

 

Tobacco Prevention/Control Trust Fund – At the SIB meeting on January 23, 2015, 

RIO staff presented the request of the Tobacco Prevention and Control Trust Fund 

(TPC) to have the SIB provide investment management services as allowed under 

NDCC 21-10-06 and as recommended in a recent audit.  During this presentation it 
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was noted that TPC has a non-tobacco investment requirement and that this 

requirement does not fit within the existing Insurance Trust structure.  As a 

result, board members expressed a concern regarding the SIB’s ability to provide 

investment management services to TPC because of this restriction. Ms. Murtha 

provided comments and also referenced statute whereby the SIB may not decline to 

provide investment management services to the TPC.  

Staff will work with the TPC representatives to develop a formal investment 

policy statement and asset allocation recommendation for final approval by the 

SIB and TPC Board. The SIB would manage the assets in a separate trust and the 

TPC would absorb all costs associated with a separately managed entity.  

 

IT WAS MOVED BY MR. GESSNER AND SECONDED BY MR. LECH AND CARRIED BY A ROLL CALL 

VOTE TO ACCEPT STAFF RECOMMENDATION AND MOVE FORWARD WITH SECURING A CONTRACT 

WITH THE TOBACCO CONTROL AND PREVENTION TRUST FUND FOR INVESTMENT SERVICES.   

 

AYES: TREASURER SCHMIDT, MR. GESSNER, MS. TERNES, COMMISSIONER GAEBE, MS. SMITH, 

MR. LECH, MR. OLSON, AND MR. SANDAL 

NAYS: MR. TRENBEATH 

MOTION CARRIED 

ABSENT: COMMISSIONER HAMM, LT. GOVERNOR WRIGLEY  

 

Private Equity Update – Mr. Schulz reviewed a summary of the performance of the 

private equity portfolios in the Pension Trust. The Adams Street Partnerships 

have performed in line with expectations with a net internal rate of return of 

16.6 percent in the last five years and 11.1 percent since inception.  

 

The other SIB partnerships have generally performed below expectations with a net 

internal rate of return of 3.8 percent in the last five years and 1.2 percent 

since inception with a few positive exceptions noted.  Staff will be researching 

the development of strategic partnerships to leverage a best ideas approach while 

increasing pricing leverage.   

 

 

GOVERNANCE: 

 

Legislative Update 

 

Mr. Hunter provided an update on legislative bills staff is tracking that could 

possibly affect the SIB and RIO. 

 

Lt. Governor Wrigley presided over the remainder of the meeting.  

 

Discussion was held on HB 1033 which relates to definitions for the Legacy Fund, 

the Legacy Fund principal balance, and a transfer of Legacy Fund earnings. The 

bill has been amended which would require at least 10 percent of the Legacy Fund 

to be placed with one or more financial institutions chartered in and located in 

North Dakota and which are experienced in and hold considerable knowledge in the 

field of investments. A Senate Appropriations Committee hearing was held on March 

17, 2015, and Lt. Governor Wrigley, Treasurer Schmidt, and Mr. Hunter provided 

testimony on the legal conflicts raised with the amendment which states the 10 

percent investment should be made notwithstanding the prudent investor rule. 

 

Staff has held discussions with sponsors of the bill and intend to meet with a 

group of North Dakota related investment firms along with Callan Associates. The 

entities are hoping to better understand the investment capabilities of the North 

Dakota firms and to also share the screening criteria utilized by Callan to 
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identify eligible investment managers. Staff will report back to the SIB at their 

April 24, 2015, meeting.     

 

Governance Process Review – The Board received the second reading of the 

Executive Limitations policies. There were no modifications made to the policies. 

No action was taken.    

 

The Board received the first reading of Board Staff Relationship policies. The 

policies will be presented for a second reading and possible acceptance at the 

next meeting.   

 

The Board recessed at 10:02 a.m. and reconvened at 10:18 a.m. 

 

ADMINISTRATION: 

 

Executive Review - Mr. Lech reviewed the annual evaluation process of Mr. Hunter. 

The SIB was provided a formal summative evaluation of Mr. Hunter. The evaluation 

results were reviewed with Mr. Hunter on March 26, 2015. 

 

IT WAS MOVED BY MR. LECH AND SECONDED BY MR. SANDAL AND CARRIED BY A ROLL CALL 

VOTE TO APPROVE THE FORMAL SUMMATIVE EVALUATION OF MR. HUNTER. 

 

AYES: MS. SMITH, MR. SANDAL, MR. OLSON, MR. GESSNER, MR. LECH, MR. TRENBEATH, MS. 

TERNES, MR. ENGLESON, TREASURER SCHMIDT, AND LT. GOVERNOR WRIGLEY 

NAYS: NONE 

MOTION CARRIED 

ABSENT: COMMISSIONER HAMM 

 

The Executive Review Committee recommended a salary increase of 5-7 percent be 

considered for Mr. Hunter. A formal recommendation will be made at the May or 

June 2015 meetings once the legislative session has concluded.    

 

IT WAS MOVED BY MR. LECH AND SECONDED BY MS. TERNES AND CARRIED BY A ROLL CALL 

VOTE TO APPROVE THE SALARY RANGE OF 5–7 PERCENT WITH A FINAL RECOMMENDATION TO BE 

MADE UPON CONCLUSION OF THE LEGISLATIVE SESSION. 

 

AYES: MR. TRENBEATH, TREASURER SCHMIDT, MR. OLSON, MR. ENGLESON, MR. LECH, MR. 

SANDAL, MR. GESSNER, MS. SMITH, MS. TERNES, AND LT. GOVERNOR WRIGLEY 

NAYS: NONE 

MOTION CARRIED 

ABSENT: COMMISSIONER HAMM  

 

Mr. Hunter thanked the Executive Review Committee and the SIB for going through 

the process and noted it has been very helpful. Included in the board’s meeting 

materials was a strategic investment plan developed by Mr. Hunter. Mr. Hunter 

reviewed the plan with the Executive Review Committee on March 26, 2015, and  

will review the plan at the April 24, 2015, with the full board.   

 

The Board thanked the Executive Review Committee: Mr. Lech, Chair, Ms. Ternes, 

and Mr. Sandal for all of their work on the annual evaluation of Mr. Hunter. 

Special recognition was given to Mr. Lech for his outstanding job of spearheading 

the survey and compiling the results.  
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Government Finance Officers Association (GFOA) Certificate – The Retirement and 

Investment Office (RIO) received a Certificate of Achievement for Excellence in 

Financial Reporting from the Government Finance Officers Association for its 

Comprehensive Annual Financial Report for the year ended June 30, 2014. This 

marks the 17
th
 consecutive year that RIO has been awarded this honor. RIO’s report 

was judged by an impartial panel to meet the high standards of the program 

including demonstrating a constructive “spirit of full disclosure” to clearly 

communicate its financial story. The Certificate of Achievement is the highest 

form of recognition in the area of governmental accounting and financial 

reporting, and its attainment represents a significant accomplishment by a 

government and its management. The SIB directed staff to issue a press release on 

the certification.  

 

Callan Manager Search Process - Mr. Erlendson reviewed Callan’s manager search 

process. Mr. Erlendson and colleagues will be  meeting with sponsors of HB 1033 

to increase their awareness and understanding of the SIB’s investment manager 

search process. The meeting will be scheduled sometime in April. 

 

 

OTHER:  

 

Next scheduled meetings:   

 

SIB Meeting – April 24, 2015, 8:30 a.m. – Workforce Safety & Insurance  

SIB Audit Committee Meeting – May 21, 2015, 3:00 p.m. – State Capitol, Peace 

Garden Room 

 

 

ADJOURNMENT: 

 

With no further business to come before the SIB, Lt. Governor Wrigley adjourned 

the meeting at 11:15 a.m. 

 

 

___________________________________  

Lt. Governor Wrigley, Chair 

State Investment Board  

 

 

___________________________________ 

Bonnie Heit 

Assistant to the Board 
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  AGENDA ITEM III.A. 
 
 

BOARD ACTION REQUESTED 
 
 
TO:    State Investment Board    
 
FROM:   Dave Hunter      
 
DATE:   April 24, 2015  
 
SUBJECT:  Annual Board Planning Cycle – Cover Memo 

 

 

 

Pursuant to Section B.7 of the SIB Governance Manual, “the Board will strive to 
follow a biennial agenda which (a) completes a re-exploration of “Ends” policies 
annually and (b) continually improves its performance through attention to board 
education and enriched input and deliberation.” 
 
In order to accomplish this objective for the upcoming biennium, RIO has provided the 
SIB with a strategic investment plan (“Plan”) which is aligned with RIO’s Mission 
Statement (as reaffirmed by the SIB at our last meeting on March 27, 2015). It is 
important to note that the Plan incorporates several major themes shared by the SIB in 
its annual review of the Executive Director/CIO. This collaborative approach should 
ensure the alignment of our common goals and key objectives for the upcoming 
biennium. 
 
In connection with the annual review of our “Ends”, RIO supplied the SIB with 
documentation which supports management’s belief that the SIB and RIO are achieving 
their stated goals and objectives pursuant to Section D. of the SIB Governance 
Manual on “Ends”. This information was reviewed with the SIB at our last Board 
meeting, but has also been included at the end of this section for reference purposes. 
 
Recommendation:  
 

After Board review of the following materials which outlines our (strategic investment) 
Plan, RIO recommends the SIB approve the proposed “Biennial Agenda for 2015 
to 2017”.  RIO notes that our Plan and Biennial Agenda is dynamic in nature and can 
be reviewed and/or modified as conditions and priorities change in the future. 
 
 
 
 



Annual Board Planning Cycle & 
Strategic Investment Plan 

  

April 24, 2015 

 

 

 

 

Dave Hunter, Executive Director / CIO 

ND Retirement & Investment Office (RIO) 

State Investment Board (SIB)  
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 Fundamental Investment Beliefs 
 

Asset allocation decisions are the primary driver of investment returns, but the prudent use of active investment management is an important 

contributor towards ensuring our clients attain their stated investment objectives.  SIB clients generated $200 million of incremental income 

via the prudent use of active investment management over the past five years including over $55 million of excess return in 2014. 

 

Strategic Investment Plan 
 

1. Reaffirm the organizational commitment to our current governance structure including a persistent awareness to the importance of 

continuing board education. 
 

2. Enhance transparency and understanding of our core goals and beliefs. 

a. Remain steadfast in our commitment to the prudent use of active investment management. 

b. Expand awareness to downside risk management which is essential to achieving our long term investment goals. 

c. Given actual and projected growth of SIB client assets and the heightened public awareness of the Legacy Fund, align our 

investment platforms to promote greater clarity and efficiency in reporting and implementing client investment policies. 
 

3. Expand RIO’s influence and ability to create positive and sustainable change by developing relationships with existing clients, 

organizations and legislative leaders. 

a. Enhance community outreach to build upon public awareness and confidence. 

b. Develop concise presentations which highlight our overall risk, return and cost control framework including our progress 

towards attaining our long-term goals.  
 

4. Heighten employee engagement by promoting an open and collaborative work environment while encouraging employee 

participation in staff meetings, offer more opportunities to impact RIO’s change initiatives and improve overall compensation levels. 

a. RIO’s ability to continue to deliver strong results is dependent on the combined efforts of our highly valuable team members.  
 

5. Enhance our existing risk management tools and processes by developing a more robust risk management framework utilizing 

proven risk management solutions with a focus on portfolio construction and downside risk management (or “stress test” scenarios). 

a. A robust risk management framework provides a foundation to understand downside risks and our ability to withstand market 

corrections in varying stress test scenarios. 
 

6. Evaluate and expand the efficient use of technology in our investment program activities including risk management, compliance 

monitoring, client satisfaction surveys, website design and communications in order to increase overall efficiency and effectiveness. 



Fundamental Investment Beliefs 
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 Asset allocation is the # 1 driver of investment returns. 

 

 The prudent use of active investment management is an 

important contributor towards ensuring our clients attain their 

stated investment objectives.   
 

 SIB clients generated $200 million of incremental income via the 

prudent use of active investment management since 2010.  

 

 SIB clients generated over $55 million of excess return via the 

prudent use of active investment management in 2014. 



Reaffirm Commitment to Governance & Board Education 
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 Reaffirm organizational commitment to our current governance 

structure. 

 Annual board review of SIB governance manual including a 

governance day offsite in mid-2015. 

 

 Maintain a persistent awareness to the importance of continuing 

board education. 

 Emphasize continuing board education at SIB meetings and promote 

the attendance of educationally focused industry conferences. 



Enhance Understanding of Core Goals and Beliefs 
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 Enhance transparency and understanding of our core 

goals and beliefs. 
 

 Remain steadfast in our commitment to the prudent use of 

active investment management. 

 Expand awareness to downside risk management which is 

essential to achieving our long term investment goals. 

 Given actual and projected growth of SIB client assets and 

the heightened public awareness of the Legacy Fund, align 

our investment platforms to promote greater clarity and 

efficiency in reporting and implementing client investment 

policies. 



Expand Influence and Ability to Create Positive Change 
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 Expand RIO’s influence and ability to create positive and 

sustainable change by developing relationships with existing 

clients, organizations and legislative leaders. 
 

 Enhance community outreach to build upon public awareness and 

confidence. 

 Develop concise presentations which highlight our overall risk, 

return and cost control framework including our progress towards 

attaining our long-term goals.  



Heighten Employee Engagement and Impact 

7 

 Heighten employee engagement by promoting an open and 

collaborative work environment while encouraging employee 

participation in staff meetings, offer more opportunities to 

impact RIO’s change initiatives and improve overall 

compensation levels. 
 

 RIO’s ability to continue to deliver strong results is dependent on 

the combined efforts of our highly valuable team members.  



Enhance Existing Risk Management Framework 
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 Enhance our existing risk management tools and processes 

by developing a more robust risk management framework 

utilizing proven risk management solutions with a focus on 

portfolio construction and downside risk management (or 

“stress test” scenarios). 
 

 

 A robust risk management framework provides a foundation to 

understand downside risks and our ability to withstand market 

corrections in varying stress test scenarios. 



Evaluate and Expand the Efficient Use of Technology 
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 Evaluate and expand the efficient use of technology in our 

investment program activities including risk management, 

compliance monitoring, client satisfaction surveys, website 

design and communications in order to increase overall 

efficiency and effectiveness. 
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 Annual Board Planning Cycle

Biennial Agenda

Fiscal 2015-16  July 2015 August September October November December  January 2016 February March April May June

Gov. Offsite Annual Annual Annual Investment No Meeting Investment Review Investment No  Meeting

 - Election of Investment Review of Evaluation Director Scheduled Director Budget Director Scheduled

Officers, Performance Gov. Manual of RIO vs. Report on Report on Guidelines Report on

 - Appoint Review (Done) Ends  policies Investment Investment for next Investment 

Audit Comm.  - Establish     - New Board   - Annual   Work Plan Work Plan Biennium Work Plan

 - Plan Annual Investment Member Board  - Exec. Limit.

Agenda Work Plan Orientation Evaluation & CIO Review  - Investment

 - Plan Board  - Add Invest. Complete  Guidelines

Education Education  

Fiscal 2016-17  July 2016 August September October November December  January 2017 February March April May June

The SIB Meeting Gov. Offsite Annual Annual Annual Investment No Meeting Investment Confirm Investment No  Meeting

Agenda has not  - Election of Investment Review of Evaluation Director Planned Director Budget Director Planned

been establised Officers, Performance Gov. Manual of RIO vs. Report on Report on Guidelines Report on

for Fiscal 2016-17  - Appoint Review  - New Board  Ends  policies Investment  - Legislative Investment  - Legislative  - Legislative Investment 

Audit Comm.  - Establish    Member  - Annual   Work Plan  Update Work Plan  Update Update Work Plan

 - Plan Annual Investment Orientation Board  - Exec. Limit.

Agenda Work Plan Complete Evaluation & CIO Review

 - Plan Board  - Add Invest.  

Education Education  

 1.)  SIB Governance Policy B-7 on Governance Process states that "the Board will follow a biennial agenda which (a) completes a re-exploration of Ends policies annually (April) 

        and (b) continually improves its performance through attention to board education and to enriched input and deliberation."

 2.)  "In the first three months of the new cycle, the Board will develop its agenda for the ensuing year.  Scheduled monitoring will be used to evaluate and adjust the annual

         agenda as needed."  

 3.) "The Board will identify areas of education and input needed to increase the level of wisdom forethought it can give to subsequent choices.  A board education plan will be

        developed during July and August of each year."



RIO’s Mission Statement  
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Preface:  The remaining slides in this section were presented to the SIB at our March 

27, 2015 meeting.  These pages are provided for reference purposes only and support 

management’s belief that the SIB and RIO are achieving their “Ends”. 

 

Background:  RIO’s “Mission” is defined in SIB Governance Policy D-1 on “Ends”.   

 

“The Retirement and Investment Office serves the SIB and exists in order that: 
 

1) SIB clients receive investment returns, consistent with their written investment policies and 

market variables, in a cost effective investment manner and under the Prudent Investor Rule. 

2) Potential SIB clients have access to information regarding the investment services provided by 

the SIB. 

3) TFFR benefit recipients receive their retirement benefits in a cost effective and timely manner. 

4) TFFR members have access to information which will allow them to become knowledgeable 

about the issues and process of retirement. 

5) SIB clients and TFFR benefit recipients receive satisfactory services from the boards and staff of 

the office.” 
 

Summary:  Based on SIB and TFFR client survey results and noting that every SIB 

client with a 3-year or 5-year track is generating positive excess return for the 3- 

and 5-year periods ended 12/31/2014 while adhering to prescribed risk metrics, 

the SIB and RIO are achieving its’ stated goals and mission.  



State Investment Board – Client Assets Under Management 
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 SIB Client Assets Under Management 
grew by approximately 18.5% or $1.53 
billion in the last year.   

 The Pension Trust posted a net return of 
over 5.9%%, while the Insurance Trust 
generated a 5.1% net return in 2014.  
Investments were responsible for gains 
of $265 million for the Pension Trust and 
$204 million for the Insurance Trust. 

 Legacy assets increased by 71% (or $1.2 
billion) primarily due to tax collections, 
while net returns were 4.2% for the year 
ended December 31, 2014. 

 SIB client assets approximated $10.1 
billion based on preliminary valuations 
as of December 31, 2014. 

 Market Values  Market Values  Market Values 

Fund Name  as of 12/31/14 (1)  as of 6/30/14 (2)  as of 12/31/13  (1)

Pension Trust Fund 

Public Employees Retirement System (PERS) 2,345,979,927 2,332,744,037 2,204,819,633

Teachers' Fund for Retirement (TFFR) 2,046,439,456 2,061,684,912 1,970,377,031

Job Service of North Dakota Pension 96,920,165 97,825,769 95,276,201

City of Bismarck Employees Pension 79,421,743 78,804,326 74,832,971

City of Grand Forks Employees Pension 56,347,332 57,896,611 53,459,799

City of Bismarck Police Pension 34,834,996 34,643,204 32,887,889

Grand Forks Park District 5,893,072 5,938,993 5,653,023

City of Fargo Employees Pension 9,656 9,702 4,742,525

Subtotal Pension Trust Fund 4,665,846,347 4,669,547,555 4,442,049,072

Insurance Trust Fund  

Legacy Fund 2,900,880,837 2,215,941,142 1,695,950,111

Workforce Safety & Insurance (WSI) 1,710,647,794 1,703,987,980 1,627,545,930

Budget Stabilization Fund 589,598,047 586,199,881 588,744,084

PERS Group Insurance Account 42,705,101 37,425,567 39,626,348

City of Fargo FargoDome Permanent Fund 40,651,973 41,775,992 38,668,924

State Fire and Tornado Fund 25,065,765 29,223,707 28,625,262

Petroleum Tank Release Compensation Fund 7,152,822 7,092,998 6,899,622

State Risk Management Fund 6,771,080 6,948,162 6,593,046

State Risk Management Workers Comp Fund 6,141,008 5,965,322 5,654,121

ND Association of Counties (NDACo) Fund 3,481,321 3,445,373 2,894,408

State Bonding Fund 3,299,303 3,268,991 3,171,622

ND Board of Medical Examiners 2,131,999 1,889,897

Bismarck Deferred Sick Leave Account 859,648 849,818 807,624

Insurance Regulatory Trust Fund 646,335 1,146,038 1,107,837

Cultural Endowment Fund 373,276 364,979 359,577

Subtotal Insurance Trust Fund 5,340,406,309 4,645,525,847 4,046,648,516

PERS Retiree Insurance Credit Fund 93,282,939 90,360,366 83,492,581

Total Assets Under SIB Management 10,099,535,595 9,405,433,768 8,572,190,169

(1)  12/31/14 and 12/31/13 market values are unaudited and subject to change.
(2)  6/30/14 market values as stated in the Comprehensive Annual Financial Report.



Pension Trust – December 2014 Performance Update  
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Pension Trust: 
 

 Every SIB client within the Pension Trust 
generated positive “Excess Return” for the 1-, 3- 
and 5-year periods ended December 31, 2014.   

 

 “Excess Return” is defined as the actual investment 
return (after deducting investment fees) over the 
expected return of the underlying investment 
policy or benchmark (i.e. a passive index).   

 

 SIB’s use of active management generated over 
$30 million of net incremental income (after fees) 
in the last year for PERS & TFFR in total. This is 
based on $4 billion of managed assets and Excess 
Return of 0.79% ($4 billion x 0.79% = $31.6 
million/year). 

 

 These strong returns have been achieved while 
reducing overall investment risk, as measured by 
standard deviation, during the past 10 years.  
Standard deviation measures the amount of 
variation or dispersion from the average. 

 
 

Note:  Data as of 12/31/2014 is unaudited and subject to change. 

1 Yr Ended 3 Yrs Ended 5 Yrs Ended10 Yrs Ended

Risk 5 Yrs 

Ended

12/31/2014 12/31/2014 12/31/2014 12/31/2014

PUBLIC EMPLOYEES RETIREMENT SYSTEM (PERS)

Total Fund Return - Net 5.95% 11.89% 9.35% 8.7%

Policy Benchmark Return 5.15% 10.90% 9.18% 8.3%

 Excess Return 0.80% 0.99% 0.17% 104.0%

TEACHERS' FUND FOR RETIREMENT (TFFR)

Total Fund Return - Net 5.92% 11.96% 9.55% 9.6%

Policy Benchmark Return 5.13% 10.94% 8.91% 9.2%

 Excess Return 0.79% 1.02% 0.65% 103.9%

CITY OF BISMARCK EMPLOYEES PENSION

Total Fund Return - Net 6.16% 11.03% 9.36% 7.4%

Policy Benchmark Return 5.22% 9.65% 8.76% 7.1%

 Excess Return 0.94% 1.38% 0.60% 102.9%

CITY OF BISMARCK POLICE PENSION

Total Fund Return - Net 5.94% 11.49% 9.55% 8.0%

Policy Benchmark Return 5.09% 10.22% 9.06% 7.9%

 Excess Return 0.85% 1.27% 0.48% 101.9%

JOB SERVICE PENSION PLAN

Total Fund Return - Net 6.69% 10.94% 8.77% 6.4%

Policy Benchmark Return 5.55% 8.70% 8.11% 6.0%

 Excess Return 1.14% 2.24% 0.66% 106.0%

CITY OF GRAND FORKS PENSION PLAN

Total Fund Return - Net 6.28% 12.48% 9.98% 8.7%

Policy Benchmark Return 5.64% 11.32% 9.61% 8.5%

 Excess Return 0.64% 1.16% 0.37% 102.9%

GRAND FORKS PARK DISTRICT PENSION PLAN

Total Fund Return - Net 6.90% 12.94% 10.06% 9.1%

Policy Benchmark Return 6.56% 11.78% 9.75% 8.4%

 Excess Return 0.34% 1.16% 0.31% 107.9%



Insurance Trust – December 2014 Performance Update 
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Insurance Trust: 
 

 Every SIB client within the Insurance Trust generated 
positive “Excess Return” for the 3- and 5-year 
periods ended December 31, 2014, while 13 out of 
our 15 Insurance Trust clients generated positive 
“Excess Return” for the 1-year ended 12/31/2014.   

 

 “Excess return” is defined as the actual investment 
return (after deducting management fees) over the 
expected investment return of the underlying 
investment policy benchmark (or passive index).   

 

 Based on WSI plan assets of $1.7 billion and “Excess 
Return” of 0.98% in 2014, SIB’s use of active 
management generated over $16 million of 
incremental income (after fees) for WSI ($1.7 billion 
x 0.98% = $16.66 million) in the last year. 

 

 These returns were achieved in a risk controlled 
framework as each Insurance Trust client (with a 5-
year track record) generated positive “Risk Adjusted 
Excess Return” for the 5-years ended 12/31/2014. 

 

Risk Adjusted Excess Return measures a portfolio’s excess return adjusted by its 
risk relative to a benchmark portfolio.  This metric is positive if returns are due 
to smart investment decisions or negative if driven by excess risk.  
 

Note:  Data as of 12/31/2014 is unaudited and subject to change. 

1 Yr Ended 3 Yrs Ended 5 Yrs Ended

12/31/2014 12/31/2014 12/31/2014

WORKFORCE SAFETY & INSURANCE (WSI)

1,710,647,794$        

Total Fund Return - Net 7.26% 8.86% 8.39%

Policy Benchmark Return 6.28% 6.20% 6.58%

 Excess Return 0.98% 2.66% 1.82%

LEGACY FUND

2,900,880,837$        

Total Fund Return - Net 4.23% 3.01% N/A

Policy Benchmark Return 3.62% 2.01% N/A

 Excess Return 0.61% 1.00%

BUDGET STABILIZATION FUND

589,598,047$           

Total Fund Return - Net 1.56% 1.96% 2.47%

Policy Benchmark Return 0.53% 0.41% 0.32%

 Excess Return 1.04% 1.55% 2.14%

Note:  The 3 largest clients in the Insurance Trust are:  
 

           1.)  WSI - $1.7 billion; 

           2.)  Legacy Fund - $2.9 billion; and  

           3.)  Budget Stabilization Fund - $590 million. 



Investment Policy, Governance, Service and Staffing Update 
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- Investment Policy Statement Review – RIO reviewed the investment policy statements of all SIB clients with assets in excess of 
$10 million in 2014 and intends to review the statements of clients with assets less than $10 million in 2015.  

- Fee and Custody Review - Callan completed a fee review of our investment managers and custodians in 2014 so as to confirm 
the reasonableness of overall performance standards and fee levels. 

- Governance and Board Education – The SIB Governance manual was reviewed in 2014.  During the past year, the SIB engaged 
in over 10 hours of board education.  This trend continues in 2015 and will include a governance day offsite in late-July. 

- Satisfaction Survey – SIB clients assigned an “Excellent” or “Above Average” satisfaction rating based on 2014 survey results. 

 

 

 

- Government Finance Officers Association (“GFOA”) Award – The North Dakota Retirement and Investment Office received a 
Certificate of Achievement for Excellence in Financial Reporting from the GFOA for its Comprehensive Annual Financial Report 
(“CAFR”) for the year ended June 30, 2014.  This marks the 17th consecutive year that RIO has been awarded this honor.  RIO’s 
CAFR was judged by an impartial panel to meet the high standards of the program including demonstrating a constructive 
“spirit of full disclosure” to clearly communicate its financial story.  “The Certificate of Achievement is the highest form of 
recognition in the area of governmental accounting and financial reporting, and its attainment represents a significant 
accomplishment by a government and its management.” 

- RIO Staffing – In order to be properly staffed based on expected asset levels, RIO filled legislatively approved positions during 
the past 16 months including an audit supervisor, compliance officer, information technology specialist, retirement benefits 
specialist and two investment professionals.  This staffing level will help to ensure that SIB and TFFR clients receive investment 
returns or retirement benefits, consistent with their written policies and market variables, in a cost effective manner. 

 

SUMMARY of SIB Client Satisfaction Survey Ratings:

Excellent Above Average Average Poor N/A

Totals 63 25 0 0 8

Grade 4 3 2 1 0

Percent 66% 26% 0% 0% 8%

Average 3.7



Strategic Initiatives – April 20, 2015 Update 
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- Enhanced Risk Management Platform – In order to enhance our existing risk management framework, RIO staff is 
investigating industry leading third-party provided risk management platforms.  RIO investment staff will present its findings to 
the SIB at a future meeting.  The primary goal of this operational initiative is to develop more robust risk analytic tools 
particularly relating to downside risk management and various economic stress testing scenarios. 

- PERS and TFFR Return Expectations – RIO staff is working with PERS and TFFR personnel, board, actuaries and consultants to 
confirm the reasonableness of long-term expected return assumptions. 

- Governance Manual Review and Board Education – SIB members will engage in 8 hours of board education relating to overall 
program governance and various investment related topics during the first eight months of 2015. 

- Budget Stabilization Fund Investment Policy Statement – RIO has met with Bank of North Dakota management to review the 
contractual terms and liquidity provisions of the existing Match Loan Certificate of Deposit Program. 

- Watch List (Ongoing) – PIMCO, Timber Investment Resources and UBS remain on the Watch List until performance improves 
and/or recent firm developments are satisfactorily resolved.   

- Novarca Contract and Pricing Review – RIO has prioritized the Epoch, LSV and Private Equity investment strategies for an in-
depth pricing review with Novarca during the first half of 2015.  

- Fee Saving Update – Investment staff of RIO and the North Dakota Department of Trust Lands have been working together to 
explore additional fee savings with our joint manager relationships.  During the past few months, this combined effort has 
identified $100,000 of incremental savings for SIB clients (PIMCO and State Street) plus up to $75,000 in potential savings for 
Land Board clients (Northern Trust and State Street).  RIO also intends to commence the SIB approved securities lending 
program in April which Northern Trust previously estimated would generate $900,000 in annual income for SIB clients. 

 



  AGENDA ITEM III.B. 
 
 

INFORMATIONAL – NO BOARD ACTION REQUESTED 
 
 
TO:    State Investment Board    
 
FROM:   Dave Hunter      
 
DATE:   April 19, 2015  
 
SUBJECT: Annual Investment Review of City of Grand Forks Pension 

Plan – Cover Memo 

 

 

In accordance with North Dakota Century Code 21-10-02.1, “The asset allocation for each 
fund, to be effective, must be approved by the governing body of the fund and the SIB each 
year.”  RIO previously reviewed the Investment Policy Statement of the City of Grand Forks 
Pension Plan in December of 2014 and intends to review it again with the City of Grand Forks 
Pension and Insurance Committee (“Committee”) in mid-2015.   
 
On April 22, 2015, RIO intends to conduct the annual investment review of the Grand Forks 
Pension Plan for the year ended December 31, 2014.  This review will coincide with a 
presentation by the plan’s actuary, Eric Roling from Deloitte, who intends to present the 
actuarial valuation report to the Committee.  After these presentations, RIO intends to work with 
the Committee to review the plan’s Investment Policy Statement.  Upon receiving the governing 
body’s approval, RIO will present the refreshed Investment Policy Statement to the SIB for final 
review and acceptance. 
 
The attached presentation contains excerpts from the most recent annual investment review of 
the Grand Forks Pension Plan. 
 



City of Grand Forks Pension Plan 
Annual Investment Review 

April 22, 2015 

 

 

 

Dave Hunter, Executive Director/CIO 

Darren Schulz, CFA, Deputy Chief Investment Officer 

ND Retirement & Investment Office (RIO) 

State Investment Board (SIB)  

 

 

 

 

 

 

 



Annual Investment Review Agenda 
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 Capital Markets Update  

 Annual Investment Review  
 Pension Plan Activity 

 Investment Returns and Risk 

 Asset Allocation 

 Fees 

 Pension Trust – Risk and Return Trends 

 

 



Capital Markets Update 
As of December 31, 2014 

 

 

 

 

 

 



U.S Economy – GDP Growth Rates 
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 Quarterly GDP 
Growth Rates 
have been volatile 
as evidenced by 
the  -2.1% rate in 
Q1/14 being 
preceded by 
+3.5% in Q4/13 
and followed by 
+4.6% in Q2/14. 

 In contrast, annual 
GDP Growth Rates 
have displayed 
slow to moderate 
growth of 1.6% to 
3.1% since 2012 
versus 2.4% at 
4Q/14. 

 



U.S Labor Market Conditions 
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Source: U.S. Department of Labor: Bureau of Labor Statistics 

The U.S. Unemployment 

Rate has declined to 5.5% 

in March of 2015 after 

peaking at 10% in 

October of 2009. 

 

U.S. Unemployment  at 

year-end since 2009:  

 

Dec. / 2009      9.9% 

Dec. / 2010      9.3% 

Dec. / 2011      8.5% 

Dec. / 2012      7.9% 

Dec. / 2013      6.7% 

Dec. / 2014      5.6% 

 

Jan. / 2015       5.7% 

Feb. / 2015       5.5% 

Mar. / 2015       5.5% 



A Long-Term Look at Inflation 
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The Consumer Price Index for Urban Consumers (CPI-U) is substantially below the 3.85% average since the end of the Second 
World War and its 10-year moving average is now at 2.25%. 



Recent Inflation Trends (Core CPI 1% to 3%) 
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The Core Producer 
Price Index is far 
more volatile than 
the Core Consumer 
Price Index. For 
example, during the 
last recession 
producers were 
unable to pass cost 
increases to the 
consumer. Likewise 
in 2010 the Core PPI 
generally rose while 
Core CPI generally 
fell. Since 2012, 
Core PPI steadily 
trended downward 
to its interim low in 
August of 2013. It 
rose in the final 
months of 2013 and 
has remained in a 
relatively narrow 
range since then. 



U.S Consumer Sentiment 
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Summary:  The 
University of Michigan 
preliminary Consumer 
Sentiment for March 
came in at 93.0, down 
2.6 points from the 
final reading of 95.4 in 
February.  The average 
since its inception is 
85.2.  During non-
recessionary years the 
average is 87.4 versus 
69.3 during the five 
recessions. The latest 
sentiment number of 
93.0 puts us 5.5 
points above the non-
recession average and 
23.7 points above the 
average recession 
mindset. 

The University of Michigan Consumer Sentiment Index  is a consumer confidence index published monthly by the University of Michigan and Thompson Reuters. The index is normalized 

to have a value of 100 in December 1964. Each month at least 500 telephone interviews involving fifty core questions are conducted within the U.S.  These interviews are used to develop an 

index of consumer expectations, a subset of which are included in the Leading Indicator Composite Index published by the US Dept. of Commerce and Bureau of Economic Analysis. 





Forecasts for 10-Year Yields and Fed Funds Rate (FFR) 
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 The Fed minutes of its March 17-18 policy meeting released last week was were generally viewed by the popular financial 
press as showing a split in the FOMC on the timing of a rate hike. The Wall Street Journal has now made available its April 
survey of economists on key economic indicators. At this point only 19 percent of the 60+ economists see a June rate hike, 
with a 65-percent majority identifying September as the liftoff date. 



Historical Asset Class Market Returns and Key Economic Indicators 
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Asset Class Benchmark 1-Year 3-Years 5-Years 10-Years

Large Cap US Stocks Russell 1000 13.24% 20.62% 15.64% 7.96%

Small Cap US Stocks Russell 2000 4.89% 19.21% 15.55% 7.77%

Non-US Stocks (Developed) MSCI EAFE -4.90% 11.06% 5.33% 4.43%

Non-US Stocks (Emerging) MSCI Emerging Markets -1.82% 4.41% 2.11% 8.78%

US Bonds Barclays Aggregate 5.97% 2.66% 4.45% 4.71%

High Yield Bonds Barclays Corporate High Yield 2.45% 8.43% 9.03% 7.74%

Non-US Debt Citi Non-US World Govt -2.68% -1.94% 0.85% 2.64%

Inflation Protected Barclays Global Inflation Linked 3.41% 2.63% 4.19% 4.29%

Real Estate NCREIF 11.82% 11.11% 12.13% 8.38%

Period Ended December 31, 2014

Recent Quarterly Indicators 4Q14 3Q14 2Q14 1Q14 4Q13 3Q13 2Q13 1Q13

GDP Growth 2.2% 5.0% 4.6% -2.1% 3.5% 4.5% 1.8% 2.7%

Unemployment Rate 5.7% 6.1% 6.2% 6.6% 7.0% 7.3% 7.5% 7.7%

CPI 0.8% 1.7% 2.1% 1.5% 1.5% 1.2% 1.8% 1.5%

Consumer Sentiment (Mar . 93.0) 93.6 84.6 82.5 80.0 82.5 77.5 84.1 78.6



Asset allocation and sector diversification is critical. 



Annual Investment Review 
City of Grand Forks Employees Pension Plan 

 

 

 

 

 

 



City of Grand Forks Pension Plan 
Activity - June 30, 2014 
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Summary of City Grand Forks Pension Plan for the five year period ended June 30, 2014: 
 

 The Grand Forks Pension Plan has grown by 93% to $57.8 million (from $30 million) in the last five years. 
 

 This $28 million increase in the City of Grand Forks Pension Fund was generated by $26 million of net 
investment income  plus $1.8 million of contributions for the five year period ended June 30, 2014. 
 

 Contributions have generally been positive for each of the above periods and over the last 5 years. 

2014 2013 2012 2011 2010 2010 to 2014

City of Grand Forks Pension Plan

Net position beginning of year 50,088,805$            43,890,145$            43,013,441$           34,915,157$           30,006,961$           30,006,961$        

Net increase/(decrease)

 in fair value of investments 7,198,621                4,988,932                (429,165)                 6,821,525               3,626,358               22,206,271          

Interest, dividends and other income 947,544                   1,104,377                1,003,146               818,617                  674,685                  4,548,369            

Expenses 198,607                   162,026                   151,256                  153,222                  137,909                  803,020               

Net securities lending income -                          -                          264                         4,499                      3,136                      7,899                   

Net incr/(decr) in net position

 resulting from unit transactions (230,836)                 267,377                   453,715                  606,865                  741,926                  1,839,047            

Net position end of year 57,805,527$            50,088,805$            43,890,145$           43,013,441$           34,915,157$           57,805,527$        

Summary of City Grand Forks Pension Plan – Preliminary Update as of February 28, 2015: 
 

 The Grand Forks Pension Plan approximated $57.1 million as of February 28, 2015, noting that cash 
distributions of $3.1 million have exceeded cash contributions and investment income of $2.3 million during 
the past eight months (since June 30, 2014). 



1 Yr Ended 3 Yrs Ended 5 Yrs Ended

Risk

5 Yrs Ended

Risk Adj 

Excess 

Return

5 Yrs Ended

12/31/2014 12/31/2014 12/31/2014 12/31/2014 12/31/2014

CITY OF GRAND FORKS PENSION PLAN

Total Fund Return - Net 6.3% 12.5% 10.0% 8.7% 0.10%

Policy Benchmark Return 5.6% 11.3% 9.6% 8.5%

Excess Return 0.6% 1.2% 0.4% 103%

City of Grand Forks Pension Plan 
Performance – 12/31/2014 
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 The City of Grand Forks Pension Plan has generated a 6.3% net return (after fees) for the year ended 

12/31/2014  and a 10.0% net annualized return over the last five years.  
 

 Asset allocation decisions are consistently the primary driver of returns and were responsible for “Policy 

Benchmark Returns” of 5.6% and 9.6% for the 1- and 5-year periods ended 12/31/2014,  respectively. 
 

 Although asset allocation is paramount,  the selection of investment managers is important.  Successful active 

management occurs when an investor selects managers which outperform the underlying benchmark index. 
 

 The SIB has been successful in selecting active managers as evidenced by the City of Grand Forks Pension 

Plan generating Excess Returns of 0.6% in the last year and 0.4% for the 5-years ended 12/31/2014.  

This translates into $1 million of incremental income for the plan over the last 5-years and $350,000  in 2014. 
 

 These returns were generated while adhering to prescribed investment guidelines noting that the actual risk 

(as measured by standard deviation) for the 5-years ended 12/31/2014 was within 3% of investment policy. 



Domestic Large Cap 
Equity

30%

Domestic Small Cap 
Equity

10%

Developed 
International Equity

10%

Emerging Markets 
Equity

5%

Private Equity
5%

Investment Grade 
Fixed Income

14%

Below Investment 
Grade Fixed Income

5%

International 
Fixed Income

5%

Global Real Estate
5%

Timber
5%

Infrastructure
5%

Cash
1%

Policy Allocation

City of Grand Forks Pension Plan 
Asset Allocation 
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 Asset allocation decisions are 

consistently the # 1 driver of 

investment returns and are as 

follows: 
 

 Equity  60% 

 Fixed Income 24% 

 Real Assets  15% 

 Cash  1% 
 

 During the past year, U.S. large 

cap equities were the top 

performer with a 13% return, 

while U.S. small cap and 

international equities earned 4% 

and -3%, respectively.  
 

 Fixed income returns ranged 

from 8% for investment grade 

to 6% for non-investment grade 

and 1% for international debt. 
 

 The Plan’s real asset returns 

ranged from 14% for real estate, 

7% for infrastructure and a sub-

par 5% for timber. 
 

NOTE:  The above asset allocation pie chart is consistent with the investment 

policy statement which does not contain a dedicated Global Equity allocation. 



City of Grand Forks Pension Plan 
Actual versus Target Allocation  
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 Based on the broad asset allocation framework adopted in 2012, the City of Grand 
Forks Pension Plan was slightly overweight to Global Fixed Income (0.8%), at policy 
for Global Equities and underweight to Global Real Assets (-0.7%) as compared to its 
target asset allocation on December 31, 2014. 

Market Value Actual Policy D

TOTAL FUND 56,347,332         100.0% 100.0% 0.0%

GLOBAL EQUITIES 33,830,431         60.0% 60.0% 0.0%

GLOBAL FIXED INCOME 13,971,516         24.8% 24.0% 0.8%

GLOBAL REAL ASSETS 8,048,965            14.3% 15.0% -0.7%

Total Cash Equivalents 496,420                0.9% 1.0% -0.1%

NOTE: Monthly market values are preliminary and subject to change.

Allocation



City of Grand Forks Pension Plan  
Fee Comparison 
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 The Grand Forks Pension Plan fees (expressed as a % of average managed assets) 

declined from 78 basis points in fiscal 2013 to 67 basis points in fiscal 2014. 
 

 This was a direct result of a significant increase in SIB client assets under management, 

sharply lower performance fees and negotiated fee savings over the past 12-to-18 months. 

City of Grand Forks Pension Basis

Asset Class Target Points

Global Equity 16.0% 80

Domestic Equity - Large Cap 21.3% 30

Domestic Equity - Small Cap 7.1% 53

International Equity 7.1% 34

Emerging Market Equity 3.5% 45

Private Equity 5.0% 255

Fixed Income (Investment Grade) 14.0% 66

Fixed Income (Below Inv. Grade) 5.0% 74

International Fixed Income 5.0% 35

Global Real Estate 5.0% 101

Infrastructure 5.0% 89

Timber 5.0% 38

Cash and Cash Equivalents 1.0% 14

100.0% 66

Custody, Consultant & SIB Fees 1

FISCAL 2014 ANNUAL FEES (Estimated) 67

City of Grand Forks Pension Basis

Asset Class Target Points

Global Equity 16.0% 61

Domestic Equity - Large Cap 21.3% 20

Domestic Equity - Small Cap 7.1% 64

International Equity 7.1% 40

Emerging Market Equity 3.5% 69

Private Equity 5.0% 190

Fixed Income (Investment Grade) 14.0% 130

Fixed Income (Below Inv. Grade) 5.0% 190

International Fixed Income 5.0% 36

Global Real Estate 5.0% 108

Infrastructure 5.0% 139

Timber 5.0% 39

Cash and Cash Equivalents 1.0% 15

100.0% 77

Custody, Consultant & SIB Fees 1

FISCAL 2013 ANNUAL FEES (Estimated) 78



Pension Trust – Risk and Return Trends 
As of December 31, 2014 

 

 

 

 

 

 



Pension “Risk” has declined as measured by Standard Deviation 
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Portfolio volatility, as measured by Standard Deviation, has declined significantly and 
currently resides in the 3rd quartile for 3-year period ended December 31, 2014 versus 
the upper two quartiles for the 5- and 10-year periods ended December 31, 2014. 

Standard deviation is used to 

measure investment volatility 

whereas a lower standard 

deviation is generally 

preferred over a higher 

standard deviation. 

Standard Deviation 

for Periods Ended December 31, 2014 

Group: CAI Public Fund Sponsor Database 
 

 
Last Year Last 3 Years Last 5 Years Last 10 Years 

 

10th Percentile 5.1 7.2 10.5 12.1 

25th Percentile 4.6 6.5 9.6 11.5 

Median 4.2 5.8 8.5 10.6 

75th Percentile 3.7 5.3 7.3 9.4 

90th Percentile 3.3 4.4 6.3 6.7 

Member Count 265 258 243 208 

ND Pen-Total Fund A 3.9 5.4 9.0 11.6 
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  AGENDA ITEM IV.A. 
 
 

INFORMATIONAL – NO BOARD ACTION REQUESTED 
 
 
TO:    State Investment Board    
 
FROM:   Dave Hunter      
 
DATE:   April 19, 2015  
 
SUBJECT:  Legislative Update – Cover Memo 

 

 

RIO is closely monitoring two remaining bills: 
 

1. SB 2022 – RIO Budget Bill – The Government Operations Subcommittee of the House 
Appropriations Committee adopted multiple amendments to this bill.  Most applied to 
PERS but one amendment removed RIO’s $50,000 request for additional salary 
adjustment funds.  No official action has been taken on the amendments or the bill by 
the full House Appropriations Committee as of April 19, 2015.  RIO notes that one of the 
PERS related amendments includes a provision to add legislators to the PERS board.  
Given that three PERS board members serve on the SIB, the proposal to add legislators 
to the PERS Board could result in one legislator being added to the SIB. 

 
RIO’s Next Steps:  RIO will monitor this bill and seek to provide testimony to support 
the reinstatement of our $50,000 budget request for additional staff compensation. 

 
 

2. HB 1033 – Relating to definitions for the legacy fund principal balance, and a 
transfer of legacy fund earnings. – Lt. Governor Wrigley, Treasurer Schmidt and Dave 
Hunter provided testimony about the legal conflict raised with the language of the 
proposed bill amendment which would require that at least 10% of the legacy fund to be 
placed “with one or more financial institutions chartered in and located in this state…” 
and made without regard to the prudent investor rule.  This conflicted language was 
removed from the proposed bill amendment prior to it being vetoed by the Governor. 

 
RIO’s Actions and Next Steps:  RIO’s CIO and Deputy CIO along with Paul Erlendson 
from Callan Associates met with 10 North Dakota based investment professionals on 
April 13, 2015.  The meeting was arranged by Rick Clayburgh, President and CEO of the 
North Dakota Bankers Association, in order to improve our mutual understanding of the 
investment services offered by our local investment firms, while reviewing the investment 
manager search process and screening criteria utilized by the SIB, RIO and Callan.  RIO 
will continue to explore opportunities to improve our understanding of investment 
services offered by local investment firms going forward.  

 
 



SIB Legislative Bill Tracking Status Report                                        
As of April 17, 2015 
 
 
1. SB2022 – RIO Budget Bill (Support) 
 
1/06/2015 – Introduced, first reading, referred to Appropriations Committee 
1/14/2015 8:30 am – Committee Hearing - Senate Appropriations 

Dave presented testimony (Fay and Connie also attended); there were general investment 
related questions but no specific budget related questions. 

1/29/2015 2:00 pm – Subcommittee Hearing with Senators Krebsbach, Sorvaag and Heckaman on 
PERS and RIO budget – Connie and Dave answered RIO budget questions without issue.  

2/20/2015 9:30 am – Second Subcommittee meeting  
 Dave attended but no changes were requested for RIO 
2/24/2015 – Reported back amended, do pass, 12-1 (removed Governor’s market equity and 
retirement contribution increases and reduced performance based increase by 1% per year) 
2/24/2015 – Amendment adopted, placed on calendar 
2/24/2015 – Second reading, passed, 46-0 
3/04/2015 – Introduced, first reading, referred to House Appropriations Committee 
3/11/2015 2:15 pm – Committee Hearing – House Appropriations-Government Operations 

Dave, Fay and Connie attended; Dave provided testimony; there were no substantive 
questions or concerns; an additional meeting will be scheduled in the next few weeks 

3/27/2015 8:30 am – Committee Hearing 
 Connie attended; there were no questions regarding the RIO budget request 
4/13/2015 – The Government Operations Subcommittee of the House Appropriations 
Committee adopted multiple amendments to this bill. Most applied to PERS but one removed 
RIO’s $50,000 request for additional salary adjustment funds. No official action has been taken 
on the amendments or the bill by the full House Appropriations committee. 
 
2. HB1063 – Relating to modifications to investment policies for and funds under management 
of the State Investment Board (“administrative changes”) (Support) 
 
This is the administrative changes bill submitted by the SIB. It clarifies existing language in Chapter 
21-10, corrects an incorrect paragraph reference and updates the list of statutory funds under SIB 
management 
 
1/06/2015 – Introduced, first reading, referred to House Government and Veterans Affairs Committee. 
1/08/2015 9:30 am – Committee Hearing - House Government and Veterans Affairs 
 Dave provided testimony in support of the bill. 
1/09/2015 – Reported back, do pass, 14-0-0 
1/12/2015 – Second reading, passed, 92-0 
2/19/2015 – Received from House, introduced, first reading, referred to Senate Gov’t and Vets Affairs 
3/13/2015 10:15 am – Committee Hearing – Senate Government and Veterans Affairs 
 Dave attended and provided testimony in support 
3/13/2015 - Reported back, do pass, 7-0-0 
3/16/2015 – Second reading, passed, 47-0  
3/25/2015 – Sent to Governor 
3/30/2015 – Filed with Secretary of State 
 
 
 
 
 
 



3. SB2039 – …relating to a public employee retirement stabilization fund and funds managed 
by the state investment board.  (Monitor) 
 
This bill would create the public employee retirement stabilization fund for the purpose of addressing 
any unfunded retirement obligations of the main state employee retirement plan and put the 
supervision of the investment of the fund under the SIB. 
 
1/06/2015 – Introduced, first reading, referred to Senate Education Committee. 
1/12/2015 – Committee Hearing – 10:15 am 
 Dave attended but did not provide testimony 
2/06/2015 – Reported back amended, do pass, amendment placed on calendar 6-0-0 

Amendment changes “public employee retirement stabilization” to “scholarship” and removes 
from SIB list of statutory clients 

2/09/2015 – Amendment adopted, placed on calendar 
2/11/2015 – Second reading, passed, 46-0 
 
Note: As amended and passed, this bill no longer applies to the SIB but staff will continue to 
monitor for additional amendments. 
 
4. HB1066 – Relating to the balance of and transfers to the budget stabilization fund. (Monitor) 
 
This bill would clarify the timeframe in which the balance is reviewed and would allow the biennial 
transfers between this fund and the general fund to be netted to avoid liquidating assets and 
subsequently reinvesting them. 
 
1/06/2015 – Introduced, first reading, (emergency) referred to House Appropriations. 
1/20/2015 – Committee Hearing – 9:00 am 
 Dave attended and answered questions of the committee 
1/20/2015 – Reported back, do pass, 23-0-0 
1/22/2015 – Second reading, passed, 90-0, Emergency clause carried 
2/23/2015 – Received from House, Introduced, first reading, referred to Senate Appropriations 
3/13/2015 9:00 am – Committee Hearing – Senate Appropriations 
 Dave attended but did not provide testimony. 
3/13/2015 – Reported back, do pass, 13-0-0 
3/16/2015 – Second reading, passed, 47-0 (Emergency clause carried) 
3/25/2015 – Sent to Governor 
3/30/2015 – Filed with Secretary of State 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



5. HB1033 – Relating to definitions for the legacy fund, the legacy fund principal balance, and a 
transfer of legacy fund earnings.  (Monitor) 
 
This bill defines key terms related to the Legacy Fund, including “earnings” and “principal”; requires 
OMB to calculate the 15% of the principal balance that may be spent each biennium after 6/30/2017; 
requires earnings of the fund after 6/30/17 become part of principal until certain thresholds are met. 
 
1/06/2015 – Introduced, first reading, referred to House Appropriations Committee 
1/20/2015 – Committee Hearing – 3:15 pm 
 Dave attended but did not provide testimony. 
1/30/2015 – Reported back, do pass, 21-0-2 
2/02/2015 – Second reading, passed, 82-9  
2/19/2015 – Received from House, introduced, first reading, referred to Senate Appropriations 
3/13/2015 8:30 am – Committee Hearing – Senate Appropriations 

Dave attended but did not provide testimony; an amendment was submitted by Rep. Keiser 
that would require at least 10% of the legacy fund to be placed “with one or more financial 
institutions chartered in and located in this state and which are experienced in and hold 
considerable knowledge of the field of investments.” A second hearing was scheduled due to 
this amendment for 3/17/2015. 

3/17/2015 10:00 am – Committee Hearing – Senate Appropriations 
Lt. Gov. Wrigley, Treasurer Schmidt and Dave provided testimony about the legal conflict 
raised with the language of the proposed bill amendment which states that this “10%” 
investment should be made “notwithstanding the prudent investor rule”.  

4/08/2015 – Reported back, do pass, 13-0-0 
 Amendment was not approved. 
4/08/2015 – Second reading, passed, 47-0 
4/16/2015 – Vetoed by Governor 
 
6. SB2038 – Relating to a defined contribution retirement plan for state employees… (Monitor) 
 
Among other things specific to PERS administration, this bill would close the existing PERS defined 
benefit plan to new entrants effective January 1, 2016. 
 
1/06/2015 – Introduced, first reading, referred to Senate Government and Veterans Affairs Committee 
1/22/2015 – Committee Hearing – 9:00 am 

Two current legislators and one former legislator testified in support while opposition included 
OMB, HRMS, ND United, AARP and other retiree groups. 

2/09/2015 – Reported back, do not pass, 4-3-0 
2/11/2015 – Laid over one legislative day 
2/16/2015 – Second reading, failed to pass, 8-39 
 
7. HB1329 – Relating to the membership of the state investment board. (Monitor) 
 
This bill adds two additional members to the State Investment Board; “one member appointed by the 
majority leader of the senate, one member appointed by the majority leader of the house …”. 
 
1/13/2015 - Introduced, first reading, referred to House Political Subdivisions Committee 
1/30/2015 – Committee Hearing – 9:00 am 

Rep. Gary Kreidt testified in support; the Lt. Governor opposed; discussion revolved around 
constitutional authority.  Dave attended and addressed a RIO staffing question, but did not 
provide written testimony. 

1/30/2015 – Reported back, do not pass, 8-5-1 
2/02/2015 – Second reading, failed, 46-45 
 
 



8. HB1250 – Relating to the publishing of minutes of boards and commissions. (Monitor) 
 
This bill would require each governing body to which the governor appoints any member to publish on 
the governor’s office website the minutes of each meeting within sixty days after the meeting. 
 
1/13/2015 – Introduced, first reading, referred to House Political Subdivisions Committee 
1/23/2015 – Committee Hearing – 9:00 am 
 Connie attended and provided testimony. 
2/09/2015 – Reported back amended, do not pass, 9-4-1 

Amendment adds language to allow link to agency website and adds language that would 
require information to remain on the governor’s website for one year after publication. 

2/10/2015 – Amendment adopted, placed on calendar 
2/12/2015 – Second reading, failed to pass, 32-59 
 
9. HB1053 – Relating to centralized desktop support services through ITD (Monitor) 
 
This bill would require certain state agencies not specifically exempted (RIO is not exempted) to 
obtain centralized desktop support services from the state Information Technology Department (ITD). 
 
1/06/2015 – Introduced, first reading, referred to House Government and Veterans Affairs Committee 
1/15/2015 – Committee Hearing – 8:30 am 
1/19/2015 – Referred to Appropriations 
2/09/2015 – Committee Hearing – 8:30 am 

Subsequent to the hearing, information was requested by ITD/OMB from agencies that would 
be affected by this bill; RIO provided information regarding IT desktop hardware, software and 
budget 

2/19/2015 – Reported back, do pass, 22-1 
2/23/2015 – Second reading, passed, 72-21 
2/25/2015 – Introduced, first reading, referred to Senate Government and Veterans Affairs Committee 
3/12/2015 9:45 am – Committee Hearing – Senate Government and Veterans Affairs Committee 
 Dave and Rich attended; Dave provided testimony in opposition 
3/30/2015 – Second reading, failed to pass, 4-43 
 
10. HB1374 – Relating to oil and gas tax revenue put options and swaps (Monitor) 
 
This bill would allow the SIB to purchase oil swaps at the request of the OMB Director and Industrial 
Commission approval to offset lower state general fund oil and gas tax revenues. 
 
1/19/2015 – Introduced, first reading, referred to House Industry, Business and Labor Committee 
1/26/2015 – Committee Hearing – 2:00 pm 

The meeting was postponed until further notice. 
2/11/2015 – Reported back amended, do pass, 13-0-2 
 Amendment changes the bill to a study bill for the interim. 
2/12/2015 – Amendment adopted, placed on calendar 
2/16/2015 – Second reading, passed, 85-8 
2/23/2015 – Received from House, Introduced, first reading, referred to Senate Industry, Business 
and Labor Committee 
3/09/2015 11:00 am – Committee Hearing – Senate Industry, Business and Labor Committee 
 Dave provided testimony regarding the use of put options and swaps 
3/10/2015 – Reported back, do pass, place on calendar, 6-1-0 
3/11/2015 – Second reading, passed, 34-13 
3/17/2015 – Signed by Governor 
3/23/2015 – Filed with Secretary of State 
_________________________________________________________________________________ 
 
 



11. SB2344 – Creating of a Legacy Foundation Committee (Monitor) 
 
This bill would create a new 9-member committee appointed by the Governor and is privately funded.  
This committee would provide recommendations on use of the Legacy Fund earnings. 
 
1/26/2015 – Introduced, first reading, referred to House Government and Veterans Affairs Committee 
2/05/2015 – Committee Hearing – 8:30 am   

Dave attended but did not provide testimony. 
2/09/2015 – Reported back, do not pass, 5-2-0 
2/24/2015 – Second reading, failed to pass, 16-29 
 
12. HCR3041 – Concurrent resolution to provide for a Legislative Management study 
consisting of a comprehensive review and analysis of the investment practices by the state 
and the State Investment Board. (Monitor) 
 
2/20/2015 – Introduced, first reading, referred to House Industry, Business and Labor Committee 
2/23/2015 – Reported back, do pass, 13-0-2, placed on consent calendar 
2/25/2015 – Second reading, adopted 
2/26/2015 – Received from House, introduced, first reading, referred to Senate Industry, Business 
and Labor Committee 
3/18/2015 11:00 am – Committee hearing, Senate Industry, Business and Labor Committee 
 Dave provided informational testimony regarding the SIB program 
3/19/2015 – Reported back, do not pass, 4-2-1 
3/20/2015 – Second reading, failed to adopt 
 
13. HCR3042 – A concurrent resolution to amend and reenact section 26 of article X of the 
State Constitution. This measure would require the state treasurer to transfer four percent of 
the funds in the legacy fund to the state general fund at the end of each state fiscal year, 
beginning in 2018. (Monitor) 
 
2/20/2015 – Introduced, first reading, referred to House Appropriations Committee 
3/04/2015 – Committee hearing – 2:45 pm 
3/06/2015 – Reported back, do not pass, 15-4-4 placed on calendar 
3/09/2015 – Second reading, failed to pass, 23-68 



  AGENDA ITEM IV. B. 
 
 
TO:    State Investment Board    
 
FROM:   Dave Hunter, Executive Director/CIO     
 
DATE:   April 19, 2015 
 
SUBJECT:  SIB Governance Manual Review - BOARD ACTION 

 
 

 

As directed by SIB Governance Manual Policy B-7 Section 4.C, the SIB conducted an annual 
review of the governance manual on September 26, 2014. Based on Board member discussion 
during this annual review, the Executive Director proposed a section by section review of the 
governance manual over the next six months which will culminate in a “Governance Day Offsite” 
scheduled for July 24, 2015.  The Governance Day Offsite is intended to take the place of a 
regularly scheduled SIB meeting, but is expected to be expanded in length to allow for a deeper 
and more holistic discussion of overall Board governance policies.   
 
 January 2015  Governance Process – Accepted 2-27-15 
 February   Executive Limitations – Accepted 3-27-15 
 March   Board Staff Relationship – Board Acceptance 
 April    Ends – “First Reading” (Informational) 
 May   Investments and Guidelines 
 June   By-Laws and Century Code 
 July   Governance Day Offsite 
 
RIO will conduct a “second reading” of the “Board Staff Relations” section of the Governance 
Manual at this meeting and then request SIB approval.  RIO will then seek to review the “Ends” 
section of the Governance (“first reading”) with the SIB. 
 
NOTE:  If the ”Ends” section can be read in advance of our meeting, we may be able to reduce 
our combined review time. 
 
Sections C. and D. of the SIB Governance Manual on “Board Staff Relationship” and “Ends” 
follow.   
 
 
 





 

 

 

C. BOARD-STAFF RELATIONSHIP 
 
 
 
 
 
 
 
 
 
 

PAGE 
 
Chief Executive Role ............................................................................................................................................  C-1 

 
Delegation to the Executive Director ...................................................................................................................  C-2 

 
Executive Director Job Description......................................................................................................................  C-3 

 
Monitoring Executive Performance......................................................................................................................  C-4 

SECOND READING



C-1 

 

 

POLICY TYPE: BOARD-STAFF RELATIONSHIP 

 
                                                                                                         POLICY TITLE: CHIEF EXECUTIVE ROLE 

 
The executive director, as chief executive officer, is accountable to the board acting as a body. The board will 

instruct the executive director through these written policies, delegating to the executive director the 

implementation and administration of these policies. 

 
Policy Implemented: June 23, 1995. 



C-2 

POLICY TYPE: BOARD-STAFF RELATIONSHIP 

  POLICY TITLE: DELEGATION TO THE EXECUTIVE DIRECTOR 

 

 

 
All board authority delegated to staff is delegated through the executive director. 

 
1.   The board authority will direct the executive director to achieve specified results, for specified recipients, at 

a specified cost through the establishment of Ends policies. The board will limit the latitude the Executive 

Director may exercise in practices, methods, conduct, and other “means” to the Ends through establishment 

of Executive Limitations policies. 

 
2.   The Executive Director must use reasonable judgment in the implementation or administration of the 

board’s Ends and Executive Limitations policies; the executive director is authorized to establish practices, 

and develop activities. 

 
3.   The board may change its Ends and Executive Limitations policies. By so doing, the board changes the 

latitude of choice given to the Executive Director. If any particular delegation is in place, the board and its 

members will respect and support the Executive Director’s choices, provided that the Executive Director’s 

choice is consistent with the board’s fiduciary responsibility. 

 
4.   Only decisions of the board acting as the body are binding upon the Executive Director. 

a.   Decisions or instructions of individual board members, officers, or committees are not binding on 

the Executive Director except in rare instances when the board has specifically authorized such 

exercise of authority. 

b.   In the case of board members or committees requesting information, other than a public record, or 

assistance without board authorization, the Executive Director may refuse such requests that require 

a material amount of staff time or funds or is disruptive. 

 
5.  The Executive Director will be responsible for the hiring, termination, and annual evaluation of all 

employees of the Retirement and Investment Office. 

 
Policy Implemented: June 23, 1995. 

Amended: November 22, 1996; November 19, 1999. 



C-3 

POLICY TYPE: BOARD-STAFF RELATIONSHIP 

  POLICY TITLE: EXECUTIVE DIRECTOR JOB DESRIPTION 

 

 

 
As the board's single official link to the operating organization, the executive director's performance will be 

considered to be synonymous with the RIO's total performance. 

 
Consequently, the executive director's job contributions can be stated as performance in the following areas: 

 
1. Organizational accomplishment of the provisions of board policies on Ends. 

 
2. Organizational operation within the boundaries of prudence and ethics established in board policies 

on Executive Limitations. 

 
3. Maintain accurate records of the proceedings of the SIB and TFFR Board. 

 
Policy Implemented: June 23, 1995. 



C-4 

POLICY TYPE: BOARD-STAFF RELATIONSHIP 

  POLICY TITLE: MONITORING EXECUTIVE PERFORMANCE 

 

 

 
Monitoring executive performance is synonymous with monitoring organizational performance against board 

policies on Ends and on Executive Limitations.  Any evaluation of the executive director's performance, formal or 

informal, may be derived only from these monitoring data. 

 
1. The purpose of monitoring is simply to determine the degree to which board policies are being 

fulfilled. Information which does not do this will not be considered to be monitoring.  Only a 

minimum amount of board time as necessary will be devoted toward monitoring so that meetings can 

best be used to create the future rather than to review the past. 

 
2. A given policy may be monitored in one or more of three ways: 

 
A. Internal report:  Disclosure of compliance information to the board from the executive 

director. 

 
B. External  report:    Discovery  of  compliance  information  by  a  disinterested,  external 

auditor, inspector or judge who is selected by and reports directly to the board.  Such 

reports must assess executive performance only against policies of the board, not those of 

the external party unless the board has previously indicated that party's opinion to be the 

standard. 

 
C.     Direct board inspection:   Discovery of compliance information by a board member, a 

committee, or the board as a whole.   This is a board inspection of documents, activities, or 

circumstances directed by the board which allows a "prudent person" test of policy compliance. 

 
3. The board will monitor each Ends and Executive Limitations policy according to the following 

frequency and method: 

Quarterly internal reports for policies: 

A-2  Staff Relations 

A-4   Budgeting 

A-5   Financial Condition 

D-3  Investment Services 

D-4  Investment Performance 

Annual external reports for policies: 

A-2   Staff Relations 

A-4   Budgeting 
A-7  Asset Protection 

D-3  Investment Services 

D-4  Investment Performance 



 

 

D. ENDS 
 
 
 
 
 
 
 
 
 
 

PAGE 

Mission ......................................................................................................................................................................  D-

1 

 
Organizational Beneficiaries..................................................................................................................................... D-2 

 
Investment Services .................................................................................................................................................. D-3 

 
Information on Available Services ........................................................................................................................... D-4 

 
Retirement Services .................................................................................................................................................. D-5 

 
Information on Retirement Services ......................................................................................................................... D-6 

 
Customer Satisfaction ............................................................................................................................................... D-7 

 
 
 
 
EXHIBITS 

 
Organizational Beneficiaries ................................................................................................................................. . D-I 

Monitoring Summary ............................................................................................................................................. D-II 

FIRST READING



POLICY TYPE: ENDS 

  POLICY TITLE: MISSION 

D-1 

 

 

 
The Retirement and Investment Office exists in order that: 

 
• SIB clients receive investment returns, consistent with their written investment policies and market 

variables, in a cost effective manner and under the Prudent Investor Rule. 

 
• Potential SIB clients have access to information regarding the investment services provided by the SIB . 

 
•  TFFR benefit recipients receive their retirement benefits in a cost effective and timely manner. 

 
• TFFR members have access to information which will allow them to become knowledgeable about the 

issues and process of retirement. 

 
• SIB clients and TFFR benefit recipients receive satisfactory services from the boards and staff of the 

office. 

 
Policy Implemented: October 27, 1995. 

Amended: January 27, 2012. 



D-2 

POLICY TYPE: ENDS 

  POLICY TITLE: ORGANIZATIONAL BENEFICIARIES 

 

 

 
RIO beneficiaries (clients) are those which are statutorily defined and those which have contracted for services 

under statutory authority. Exhibit D-I lists the organizational beneficiaries. 

 
Policy Implemented: October 27, 1995. 



D-3 

POLICY TYPE: ENDS 

  POLICY TITLE: INVESTMENT SERVICES 

 

 

 
The Retirement and Investment Office exists in order that: 

 
1. SIB clients receive investment returns, consistent with their written investment policies and market 

variables, in a cost-effective manner and under the Prudent Investor Rule. 

 
A. This “End” will be evaluated based on the following: 

 
1.   Comparison of client fund’s rate of return NET of fees and expenses, to that of the 

client’s policy benchmark over a minimum evaluation period of 5 years. 

 
2.   Comparison of the client fund’s risk, measured by standard deviation of NET 

returns, to that of the client’s policy benchmark over a minimum evaluation period 

of 5 years. 

 
3.   Comparison of the risk adjusted performance of the client fund, NET of fees and 

expenses, to that of the client’s policy benchmark over a minimum evaluation 

period of 5 years. 
 

 
 

Policy Implemented: October 27, 1995. 

Amended: November 22, 1996, January 27, 2012. 



D-4 

 

 

POLICY TYPE: ENDS 

 
  POLICY TITLE: INFORMATION ON AVAILABLE SERVICES 

 
The Retirement and Investment Office exists in order that: 

 
1. Potential SIB clients have access to information regarding the investment services provided by the 

SIB. 

 
Policy Implemented: October 27, 1995. 



D-5 

POLICY TYPE: ENDS 

  POLICY TITLE: RETIREMENT SERVICES 

The Retirement and Investment Office exists in order that: 

 

 

 
1. TFFR benefit recipients receive their retirement benefits in a cost-effective and timely manner. 

 
A. Retirement  program  performance  quality  will  be  measured  against  the  Ends  and 

retirement policies and administrative rules adopted by the Teachers' Fund for Retirement 

Board. 

 
Policy Implemented: October 27, 1995. 



D-6 

POLICY TYPE: ENDS 

  POLICY TITLE: INFORMATION ON RETIREMENT SERVICES 

The Retirement and Investment Office exists in order that: 

 

 

 
1. TFFR members have access to information which will allow them to become knowledgeable about 

the issues and process of retirement. 

 
Policy Implemented: October 27, 1995. 



D-7 

POLICY TYPE: ENDS 

  POLICY TITLE: CUSTOMER SATISFACTION 

The Retirement and Investment Office exists in order that: 

 

 

 
1. SIB clients and TFFR benefit recipients receive satisfactory services from the boards and staff of the 

office. 

 
A. The quality of services will be assured by direct board contact and by surveying clients 

and beneficiaries at least annually and promptly addressing identified client/beneficiary 

concerns. 

 
Policy Implemented: December 1, 1995. 



EXHIBIT D-I 

D-I 

 

 

 

 
 

ORGANIZATIONAL BENEFICIARIES 
 

INVESTMENT CLIENTS: 
 

Statutory: 

 
1. Budget Stabilization Fund 

2. Cultural Endowment Fund 

3. Insurance Regulatory Trust Fund 

4. Petroleum Tank Release Compensation Fund 

5. Public Employees Retirement System Fund 

6. Risk Management Fund 

7. State Bonding Fund 

8. State Fire and Tornado Fund 

9. Teachers’ Fund for Retirement 

10. The Legacy Fund 

11. Workforce Safety & Insurance Fund 

 
Contractual: 

 
1. City of Bismarck Deferred Sick Leave Fund 

2. City of Bismarck Employees Retirement Fund 

3. City of Bismarck Police Retirement Fund 

4. City of Fargo Dome Permanent Fund 
5. City of Grand Forks Park District Pension Fund 

6. City of Grand Forks Pension Fund 

7. ND Association of Counties Fund 

8. ND Job Service Retirement Fund 

9. Public Employees Retirement System Group Health Insurance Fund 

10. Public Employees Retirement System Retiree Health Insurance Fund 

11. State Board of Medical Examiners 

 
ADMINISTRATIVE CLIENTS: 

 
Statutory: 

 
1. Teachers' Fund for Retirement Beneficiaries 

 
 
 
 
 
 
 

Amended: April 30, 2014 



EXHIBIT D-II 

D-II 

 

 

 

 
 
 
 

GOVERNANCE POLICY MONITORING SUMMARY 

POLICY METHOD RESPONSIBILITY FREQUENCY BOARD ACTION 

ENDS 
 

Investment Services 
External Investment Consultant Annual - FYE N/A 

Internal Investment Officer Quarterly Accept or Follow-Up 
 

Retirement Services 
External Actuary Annual - FYE N/A 

Internal Retirement Officer Quarterly Accept or Follow-Up 

EXECUTIVE DIRECTOR LIMITATIONS 
 

Executive Constraint 
Internal Executive Director Annual - CYE Accept or Follow-Up 

Internal Audit Supervisor Quarterly Accept or Follow-Up 
 

Staff Relations 
Internal Executive Director Quarterly Accept or Follow-Up 

   Internal (External)   Audit Supervisor (SIB)   Annual - CYE Accept or Follow-Up 
 

Public Relations 
Internal Executive Director Annual - CYE Accept or Follow-Up 

Internal Audit Supervisor Annual - CYE Accept or Follow-Up 
 

 
Budgeting 

Direct Board Review Biennial Accept or Follow-Up 

External    Governor (State Auditor)   Annual - FYE N/A 

Internal Executive Director Quarterly Accept or Follow-Up 
 

Financial Condition 
External External Auditor Annual - FYE Accept or Follow-Up 

Internal Executive Director Quarterly Accept or Follow-Up 

Board 
Communication 

Direct Board 
Participation 

 

State Investment Board 
 

Annual - CYE 
 

Accept or Follow-Up 

 

Asset Protection 
External External Auditor Annual - FYE N/A 

Internal Executive Director Annual - CYE Accept or Follow-Up 

Compensation and 
Benefits 

Internal Executive Director Annual - CYE Accept or Follow-Up 

Internal Audit Supervisor Annual - CYE Accept or Follow-Up 
 

Conflict of Interest 
Internal Executive Director Annual - CYE Accept or Follow-Up 

Internal Audit Supervisor Annual - CYE Accept or Follow-Up 
 

Code of Conduct 
Internal Executive Director Annual - CYE Accept or Follow-Up 

Internal Audit Supervisor Annual - CYE Accept or Follow-Up 

Unrelated Business 
Interests 

Internal Executive Director Annual - CYE Accept or Follow-Up 

Internal Audit Supervisor Annual - CYE Accept or Follow-Up 

Audit Supervisor = Report to State Investment Board Audit Committee with a Summary Report to the SIB 

FYE = Fiscal Year End CYE = Calendar Year End N/A = Not Applicable Amended September 26, 2014 



AGENDA ITEM V.A.

2013-2015 ADJUSTED BIENNIUM TO BUDGET % BUDGET % OF BIENNIUM
BUDGET APPROPRIATION DATE ACTUAL AVAILABLE AVAILABLE REMAINING

SALARIES AND BENEFITS $ 3,772,504.00 $ 3,772,504.00 $ 2,883,886.75 $ 888,617.25 23.56% 12.50%

ACCRUED LEAVE PAYMENTS 71,541.00 71,541.00 42,734.46 28,806.54 40.27% 12.50%

OPERATING EXPENDITURES 973,324.00 973,324.00 679,125.30 294,198.70 30.23% 12.50%

CONTINGENCY 82,000.00 82,000.00 61,987.33 20,012.67 24.41% 12.50%

   TOTAL $ 4,899,369.00 $ 4,899,369.00 $ 3,667,733.84 1,231,635.16 25.14% 12.50%

BUDGETING / FINANCIAL CONDITION 

AS OF MARCH 31, 2015

EXPENDITURES



EXPENDITURE REPORT

QUARTER ENDED MARCH 31, 2015

QUARTERLY FISCAL YEAR BIENNIUM
INVESTMENT RETIREMENT TOTALS TO - DATE TO - DATE

CONTINUING APPROPRIATIONS

  INVESTMENT EXPENDITURES
     (SEE ATTACHED DETAIL) $ 6,480,614.93 $ 0.00 $ 6,480,614.93 $ 22,071,961.71 $ 44,323,813.05

  MEMBER CLAIMS
     1.  ANNUITY PAYMENTS 0.00 41,892,951.11 41,892,951.11 125,753,810.09 283,349,773.62
     2.  REFUND PAYMENTS      0.00 1,061,398.14 1,061,398.14 2,971,277.97  7,700,662.26

         TOTAL MEMBER CLAIMS 0.00 42,954,349.25 42,954,349.25 128,725,088.06 291,050,435.88

  OTHER CONTINUING APPROPRIATIONS 27,628.06 27,465.89 55,093.95 263,002.51 556,456.61

  TOTAL CONTINUING APPROPRIATIONS 6,508,242.99 42,981,815.14 49,490,058.13 151,060,052.28 335,930,705.54

BUDGETED EXPENDITURES

     1.  SALARIES & BENEFITS  
          
           SALARIES  179,706.85 181,729.33 361,436.18  1,031,137.37 2,136,156.77
           OVERTIME/TEMPORARY 0.00 0.00  0.00 0.00 2,950.00
           TERMINATION SALARY & BENEFITS 0.00 0.00 0.00 0.00 0.00
           FRINGE BENEFITS 55,670.56 67,153.30  122,823.86 350,755.24 744,779.98

           TOTAL SALARY & BENEFITS 235,377.41 248,882.63 484,260.04 1,381,892.61 2,883,886.75

     2.  ACCRUED LEAVE PAYMENTS 0.00 0.00 0.00 5,590.88 42,734.46
 

     3.  OPERATING EXPENDITURES  

           DATA PROCESSING 2,962.03 15,725.43 18,687.46 51,390.38 129,029.67
           TELECOMMUNICATIONS - ISD 1,078.22 1,543.96 2,622.18 6,995.40 18,068.96
           TRAVEL 5,899.06 1,230.52 7,129.58 41,301.12 67,211.76
           IT - SOFTWARE/SUPPLIES 50.55 30.79 81.34 6,824.51 9,112.39
           POSTAGE SERVICES 489.05 17,196.87 17,685.92 37,544.61 77,328.68
           IT - CONTRACTUAL SERVICES 294.83 1,547.34 1,842.17 15,571.77 117,291.77
           BUILDING/LAND RENT & LEASES 7,536.06 12,421.23 19,957.29 60,471.87 140,139.53
           DUES & PROF. DEVELOPMENT 1,376.32 2,037.58 3,413.90 20,203.90 32,453.61
           OPERATING FEES & SERVICES 818.38 2,461.27 3,279.65 9,179.58 27,136.25
           REPAIR SERVICE 0.00 0.00 0.00 0.00 144.25
           PROFESSIONAL SERVICES 495.58 (1,239.58) (744.00) 4,321.00 17,583.00
           INSURANCE 0.00 0.00 0.00 481.84 1,095.37
           OFFICE SUPPLIES 218.10 663.25 881.35 1,711.21 3,273.39
           PRINTING 1,231.38 4,262.44 5,493.82 13,410.54 26,555.00
           PROFESSIONAL SUPPLIES & MATERIAL 0.00 0.00 0.00 753.27 1,696.87
           MISCELLANEOUS SUPPLIES 385.73 177.78 563.51 950.65 1,649.99
           IT EQUIPMENT UNDER $5000 0.00 0.00 0.00 3,967.66 4,527.81
           OTHER EQUIPMENT UNDER $5000 537.17 4,289.83 4,827.00 4,827.00 4,827.00

           TOTAL OPERATING EXPENDITURES 23,372.46 62,348.71 85,721.17 279,906.31 679,125.30

     3.  CONTINGENCY 0.00 0.00 0.00 0.00 61,987.33

TOTAL BUDGETED EXPENDITURES  258,749.87 311,231.34 569,981.21  1,667,389.80 3,667,733.84

TOTAL EXPENDITURES $ 6,739,364.80 $ 43,265,580.59 $ 50,060,039.34 $ 152,727,442.08 $ 339,598,439.38



INVESTMENT EXPENDITURE DETAIL

FEES PAID DURING THE QUARTER ENDED MARCH 31, 2015

FOR QUARTER ENDED 9/30/14

PENSION DEVELOPED INTERNATIONAL EQUITY POOL
Northern Trust 21,997.15

PENSION EMERGING MARKETS
JP Morgan 16,647.20
Northern Trust 34,682.61
TOTAL PENSION EMERGING MARKETS 51,329.81

PENSION LARGE CAP EQUITY POOL 
Northern Trust 226,937.21

PENSION REAL ESTATE
JP Morgan (Special & Strategic) 362,183.93

INSURANCE SHORT TERM FIXED
JP Morgan 58,440.90

LEGACY FUND SHORT TERM FIXED
JP Morgan 50,617.35

CUSTODIAN
Northern Trust 227,833.22

TOTAL FOR QUARTER ENDED 9/30/14 999,339.57

FOR QUARTER ENDED 12/31/14

PENSION DEVELOPED INTERNATIONAL EQUITY POOL
Capital Guardian 120,220.89
Northern Trust 20,883.99
Wellington 169,014.41
TOTAL PENSION INTERNATIONAL EQUITY 310,119.29

PENSION GLOBAL EQUITY POOL
Epoch 496,909.86
LSV 104,257.00
TOTAL PENSION GLOBAL EQUITY 601,166.86

PENSION BELOW INVESTMENT GRADE FIXED
Loomis Sayles 276,428.60

PENSION INVESTMENT GRADE FIXED INCOME POOL
JP Morgan 61,165.10
PIMCO 77,780.36
State Street 10,021.12
TOTAL PENSION INVESTMENT GRADE FIXED INCOME 148,966.58

PENSION INFRASTRUCTURE POOL
JP Morgan 298,264.63

PENSION LARGE CAP EQUITY POOL 
Northern Trust 58,194.40
LA Capital 238,234.83
TOTAL PENSION LARGE CAP EQUITY 296,429.23

PENSION REAL ESTATE
JP Morgan (Special & Strategic) 371,524.71
Invesco 149,683.66
TOTAL PENSION REAL ESTATE 521,208.37

PENSION INTERNATIONAL FIXED INCOME



INVESTMENT EXPENDITURE DETAIL

FEES PAID DURING THE QUARTER ENDED MARCH 31, 2015

UBS 87,700.31

PENSION PRIVATE EQUITY
Adams Street Partners 11,341.00

PENSION CASH
Northern Trust 14,844.29

INSURANCE FIXED INCOME POOL
Prudential 113,170.65
State Street 22,501.85
Wells 290,713.18
Western Asset 212,725.96
TOTAL INSURANCE FIXED INCOME 639,111.64

INSURANCE LARGE CAP EQUITY POOL
LA Capital 188,654.13
LSV 190,971.00
TOTAL INSURANCE LARGE CAP 379,625.13

INSURANCE SMALL CAP EQUITY POOL
Research Affiliates 72,627.46

INSURANCE INT'L EQUITY
Capital Guardian 278,757.50
LSV 314,012.00
TOTAL INSURANCE INT'L EQUITY 592,769.50

INSURANCE DIVERSIFIED REAL ASSETS
JP Morgan 204,078.23
Western Asset 94,409.77
TOTAL INSURANCE DIVERSIFIED REAL ASSETS 298,488.00

INSURANCE REAL ESTATE
Invesco 103,925.76
JP Morgan 437,714.00
TOTAL INSURANCE REAL ESTATE 541,639.76

INSURANCE SHORT TERM FIXED
Babson 99,363.88
JP Morgan 65,158.05
TOTAL INSURANCE SHORT TERM FIXED 164,521.93

LEGACY FUND SHORT TERM FIXED
Babson 37,713.50
JP Morgan 25,392.58
TOTAL LEGACY FUND SHORT TERM FIXED 63,106.08

PERS RETIREE HEALTH INSURANCE CREDIT FUND
SEI 65,235.81

CONSULTANT
Callan 97,680.89

TOTAL FOR QUARTER ENDED 12/31/14 5,481,275.36

TOTAL FEES PAID DURING QUARTER ENDED 3/31/2015 6,480,614.93



 

 
 

NORTH DAKOTA RETIREMENT AND INVESTMENT OFFICE 
 

QUARTERLY MONITORING REPORT 
 

 Quarter Ended March 31, 2015 
 

EXECUTIVE LIMITATIONS / STAFF RELATIONS 
 

 
The Executive Limitation “Staff Relations” deals with the treatment of staff at RIO.  The 
executive director “shall not cause or allow any condition or any communication which is 
unfair, undignified, or disrespectful.”  This Executive Limitation lists six specific limitations that 
range from personnel policies to exit interviews.  All the limitations are intended to protect 
staff from unfair, undignified, or disrespectful treatment by management. 
 
During the past quarter, there were no exceptions to this Executive Limitation. 
 
Denise Osmond joined the RIO team as a Retirement Programs Specialist on March 3, 2015.    
 
The Executive Limitations Audit for the period of January 1, 2014 through December 31, 
2014 was completed by Terra Miller-Bowley, Supervisor of Audit Services, during the past 
quarter. The audit examined the Executive Director/CIO’s level of compliance with the SIB 
Governance Manual Executive Limitation policies A-1 through A-11. The RIO Audit Division 
and SIB Audit Committee is of the opinion that the Executive Director / CIO is in compliance 
with these policies.  The SIB accepted the Executive Limitations Audit Report on February 
27, 2015.  
 
The Executive Director/CIO has conducted four office meetings with the full RIO team during 
2015 in order to promote an open and collaborative work environment while enhancing team 
member communication, awareness and engagement. 
 
RIO is fully staffed as of March 31, 2015. 

 
 

AGENDA ITEM V.B. 



Quarterly Report on Ends 
Q3:FY15 

 
Investment Program 

 
 
Continuing due diligence conducted on following: 
 

Western Asset Vanguard     
Northern Trust TIR     
Wells LA Capital      
PIMCO UBS    

 LSV        Epoch  
 Prudential     Matlin Patterson 
 Babson     Axiom 
 Prudential     Adams Street 
 Capital Group    Declaration            
  
Initial due diligence conducted on the following: 
 
 AQR Carlyle 
 Hamilton Lane Blackrock 
 Janus DE Shaw  
 AllianceBernstein KKR 
 Franklin Templeton Portfolio Advisors 
 Longview Pantheon 
 Arrowstreet 
 Crestline 
 CarVal 
  
At the January SIB meeting, the Board approved revised investment policy statements 
for the Legacy Fund and the Job Service Pension Plan. 
 
Also at the January SIB meeting, the Board approved placing the UBS non-U.S. fixed 
income mandate within the pension trust on Watch due to performance. 
 
Staff completed the implementation of the new strategic asset allocation for the Legacy 
Fund in January 2015.  
 
At the March SIB meeting, the Board accepted the Staff recommendation to secure a 
contract for investment services with the North Dakota Tobacco Control and Prevention 
Trust Fund. 
 
The Board approved a Staff recommendation to retain Callan Associates for the 
purpose of reviewing the Springbank timberland investment, which has an existing 
management agreement that expires on June 30, 2015. 

AGENDA ITEM V.C. 



Staff continues to work with the Bank of North Dakota to clarify and document in writing 
the short-term liquidity requirements of the BND Match Loan CD program within the 
Budget Stabilization Fund. 
 
A legal review of the Novarca contract was completed and the firm commenced its 
analysis of relevant private equity and global equity cost elements as part of its 
examination process.  
 
Staff attended meetings with the following entities: TFFR Board, NDPERS Investment 
Subcommittee, Workforce Safety and Insurance, House and Senate Government and 
Veterans Affairs Committee, Senate Appropriations Committee and the North Dakota 
Bankers Association.  
  
Staff is conducting a review of third-party risk vendors with the goal of implementing an 
enhanced risk management system which utilizes holdings-based analysis across all 
investment programs overseen by the SIB.  
 
Staff continues to conduct preliminary due diligence on possible managers/products for 
future consideration. 
 
Staff continues to monitor each client’s asset allocation monthly and makes rebalancing 
decisions based on rebalancing policy and cash flow requirements. 



 

 Quarterly Monitoring Report on TFFR Ends 

Quarter Ended March 31, 2015 

 

Retirement Program 

 

 
This report highlights exceptions to normal operating conditions. 

 

 
 

 
 RIO’s external auditors completed census data testing, and plan to issue an audit 

opinion on GASB 68 schedules in April. GASB information was presented to 
school administrators at annual meeting in January.  Additional GASB materials 
continue to be added to TFFR website.  
 

 TFFR technical corrections bill (HB 1064) was approved by ND Legislature and 
signed by Governor. Staff monitored and testified on other bills relating to TFFR 
plan during 2015 legislative session. 
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PIMCO Disco II (Ins.) $76,530,001 PIMCO Disco II (Pen.) $85,127,586
Returns Index1

Excess Returns Index1
Excess

1 Year 6.88 5.97 0.92 1 Year 6.88 5.97 0.92
2 Year 9.44 1.89 7.55 2 Year 9.43 1.89 7.54
Inception* 18.47 2.81 15.67 Inception* 18.70 2.81 15.89
*Funded 10/07/2011 *Funded 10/07/2011

PIMCO Bravo II (Ins.) $23,439,357 PIMCO Bravo II (Pen.) $23,439,357
Returns Index1

Excess Returns Index2
Excess

1 Year 28.50 5.97 22.53 1 Year 28.50 2.46 26.04
Inception* 20.58 4.63 15.95 Inception 20.58 4.87 15.71
*Funded 10/01/2013 (6th Close) *Funded 10/01/2013 (6th Close)

PIMCO MBS (Pen.) $178,584,265 PIMCO Unconstrained (Pen.) $94,009,218
Returns Index4

Excess Returns Index3
Excess

1 Year 5.41 6.08 (0.67) 1 Year 2.32 0.23 2.09
2 Year 1.51 2.26 (0.76) 2 Year 0.06 0.25 (0.19)
Inception* 2.15 2.38 (0.24) Inception* 2.58 0.30 2.28
*Funded 3/31/2012 *Funded 3/12/2012

TIR Teredo $79,882,211 UBS $105,201,153
Returns Index5

Excess Returns Index7
Excess

1 Year 11.44 10.48 0.96 1 Year (3.88) (3.09) (0.79)
3 Year 3.50 9.30 (5.80) 3 Year (1.42) (0.75) (0.67)
5 Year 5.65 5.78 (0.13) 5 Year 0.69 1.38 (0.69)
Inception* 10.31 7.18 3.13 Inception* 6.37 6.17 0.30
*Funded 06/12/2001 *Funded 07/01/1989

TIR Eastern Timber $64,136,104
Returns Index6

Excess

1 Year 15.44 3.41 12.03 1 Barclays Aggregate Index
3 Year 6.30 2.63 3.67 2 Barclays High Yield 2% Index
5 Year 4.65 4.19 0.46 3 Libor 3-Month
Inception* 4.26 4.39 (0.13) 4 Barclays Mortgage Index
*Funded 10/14/2008 5 NCREIF Timberland Index

6 Barclays Global Inflation Linked
TIR Springbank $117,133,499 7 Barclays Global Agg. Ex US

Returns Index5
Excess

1 Year 0.56 10.48 (9.92)
3 Year (2.34) 9.30 (11.64)
5 Year (5.36) 5.78 (11.14)
Inception* 7.22 8.70 (1.48)
*Funded 09/20/2004

NDSIB Watch List

PIMCO data as of  12/31/2014

TIR data as of  12/31/2014 UBS data as of 12/31/2014

Note: All returns are net of fees.
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