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STATE INVESTMENT BOARD
MINUTES OF THE
NCOVEMBER 21, 2008, BOARD MEETING

BOARD MEMBERS PRESENT: Lt. Governor Jack Dalrymple, Chair
Clarence Corneil, Vice Chair
Jeff Engleson, Land Dept.
Levi Erdmann, PERS Board
Mike Gessner, TFFR Board
Adam Hamm, Insurance Commissioner
Ron Leingang, PERS Beard
Mike Sandal, PERS Board
Kelly Schmidt, State Treasurer
Cindy Ternes, Workforce Safety & Insurance
Bob Toso, TFFR Board

STAFF PRESENT: Steve Cochrane, Executive Director
Connie Flanagan, Fiscal & Investment Officer
Susan Gefroh, Investment Accountant
Bonnie Heit, Office Manager
Fay Kopp, Deputy Executive Director
Les Mason, Internal Audit Supervisor
Leslie Moszer, Compliance Cfficer

IPHERS PRESENT: Greg Allen, Callan Associates, Inc.
Weldee Baetsch, former SIB trustee
Richard Ballsrud, The Clifton Group
Sparb Collins, PERS3
John Val Emter, Public Citizen
Pzul Erlendson, Callan Associates, Inc.
David Gunkel, former SIB trustee
Gary Rath, NDEA
Bryan Reinhardt, PERS

(ALL TO ORDER:

it. Governor Dalrymple, Chair, called the State Investment Board (SIB) meeting to
wrder at 8:30 a.m. on Friday, November 21, 2008, in the Rough Rider Room, at the
itate Capitol, Bismarck, ND.

HE FOLLOWING MEMBERS WERE PRESENT REPRESENTING A QUORUM: LT. GOVERNOR DALRYMPLE,

jJR. CORNEIL, MR. ENGLESON, MR. ERDMANN, MR. GESSNER, COMMISSIONER HAMM, MR.
IEINGANG, MR. SANDAL, MS. TERNES, AND MR. TOSO

}GENDA :

the Board considered the November 21, 2008, agenda. After discussion,

JR. GESSNER MOVED AND MR. TOSO SECONDED TO APPROVE THE AGENDA.

WWES: MS. TERNES, MR. ENGLESON, MR. GESSNER, MR. LEINGANG, LT. GOVERNCR

JALRYMPLE, MR. ERDMANN, MR. SANDAL, MR. TOSO, MR. CORNEIL, AND COMMISSIONER HAMM
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NAYS: NONE

MOTION CARRIED

ABSENT: TREASURER SCHMIDT

MINUTES:

The Board considered the minutes of the October 24, 2008, meeting.

MR. LEINGANG MOVED AND MR. CORNEIL SECONDED TO APPROVE THE OCTOBER 24, 2008,
MEETING MINUTES.

AYES: COMMISSIONER HAMM, MS., TERNES, MR. ENGLESON, MR. GESSNER, MR. LEINGANG, LT.
GOVERNOR DALRYMPLE, MR. ERDMANN, MR SANDAL, MR. TOSO, AND MR. CORNEIL

JAYS: NONE
YOTION CARRIED

IBSENT: TREASURER SCHMIDT

EOARD EDUCATION:

Treasurer Schmidt entered the meeting.

‘r. Steve Cochrane, Executive Director, updated the Board on action taken from
the Octocber 24, 2008, meeting. He stated the volatility in the markets has
resulted in the SIB’s clients’ actual asset allocations becoming very out of
ilignment with their policy allocations and the Board’s mandate is to maintain
those policy allocations within a reascnable policy band. He stated the Board
las recognized this and toock action to correct that and manage it over time as
they work their way back intc a more stable enviromment. He also stated in order
:o do that the Board brought in The Clifton Group and extended their mandate to
‘nclude their Policy Implementation Overlay Service (PIOS). Before the SIB moved
forward to retain this manager to implement this program, staff referred to
rallan Associates, Inc. and Callan endorsed the use of this program which uses
highly liguid, exchange traded futures contracts to gain or reduce exposure to
isset classes and seeks to avoid forcing sales of securities with unrealized
iosses.

the Board had previously directed staff to send a letter to their client base
iotifying them that the SIB is aware of the policy variability and that the SIB
is working to maintain compliance with their policies. The letter was sent out
in November 12, 2008 and also included an invitation to the clients to attend the
lovember 21, 2008 SIB meeting to learn first hand how the PIO3 works and also to
5it in on a presentation from Mr. Greg Allen, President, Callan Associates, Inc.

¥r. Cochrane also updated the Board on the Pension Trust’s rankings in the Callan
'ublic Fund Sponsor Database as of September 30, 2008. The Pension Trust’s
return was -8.70% for the period and -15.19 for the year ending September 30,
!008, both representing approximately median performance.
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The Clifton Group - Mr. Richard Ballsrud, Senior portfolio Manager and Principal
updated the Board on the progress of their PIOS since the SIB’s hiring on October
24, 2008.

My. Cochrane stated he felt the intention is to ride through this crisis,
maintain the monitoring, and make adjustments as necessary and over time return
to a nermal implementation of the investment policies.

A copy of their presentation is on file at the Retirement and Investment Office.

GOVERIANCE :

INWESTHENTS

AIMINISTRATION

Govermance Policy Review - The Board continued their review of their Governance
policies - Investment section. Mr. Cochrane reviewed a draft of his changes and
recommndations to the Investment section. After review and discussion, Lt.

Govermr Dalrymple appointed Mr. Corneil, Mr. Gessner, Mr. Sandal, Treasurer
Schmidt, and Ms. Ternes to review the policies and bring their recommendations
back to the Board for consideration.

Callan Associates, Inc. - Mr. Greg Allen and Mr. Paul Erlendson presented their
views on the state of the markets and asset allocation and also shared how
callan's other clients are handling their asset allocation issues. They

recommended maintaining the asset allocation for the long run

I:. Gvernor Dalrymple left the meeting and Mr. Corneil presided over the
remaimer of the meeting.

The Board recessed at 11:00 a.m. and reconvened at 11:10 a.m.

QUARTERLY MONITORING:

The C(allan Investment Measurement Reports for the Pension and Insurance
portfolios for the period ending September 30, 2008 were provided to the Board.
Mr. Erlendson provided his insight.

Z copy of the reports are on file at the Retirement and Investment Office.

(THER!

lr. Cochrane reviewed a bill that may be submitted to the Legislature for their
consideration. The bill cleans up the language in NDCC 21-10-06 which relates to
the specific funds under management of the SIB. Mr. Cochrane requested the
Roard's approval.

TREASIRER SCHMIDT MOVED AND MR. SANDAL SECONDED TO APPROVE TEE BILL AND ITS
SUBMISSION TO THE LEGISLATURE.
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AYES: MR. GESSNER, MR. ENGLESON, MR. LEINGANG, MS. TERNES, TREASURER SCHMIDT, MR.
0S80, COMMISSIONER HAMM, MR. CORNEIL, MR. ERDMANN, AND MR. SANDAL
HAYS: NONE

HOTION CARRIED
JBSENT: LT. GOVERNOR DALRYMPLE

The next SIB meeting is scheduled for January 23, 2009, at 8:30 a.m. at the Bank
if North Dakota, Rcom 201, 1200 Memorial Hwy, Bismarck, ND.

the next SIB Audit Committee meeting is scheduled for February 27, 2009, at 1:00
p.m. at the Bank of North Dakota, Room 201, 1200 Memorial Hwy, Bismarck, ND.
IDJOURNMENT :

#th no further business to come before the Board, Mr. Corneil adjourned the
weting at 12:50 p.m.

fespectfully Submitted:
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