
BOARD MEMBERS PRESENT : 

STAE'F PRESENT: 

OTHERS PRESENT: 

NORTH DAKOTA STATE INVESTMENT BOARD 
MINUTES OF THE 

NOVEMBER 20, 2009 BOARD MEETING 

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 (teleconference) 
Howard Sage, PERS Board 
Mike Sandal, PERS Board 
Kelly Schmidt, State Treasurer 
Cindy Ternes, Workforce Safety & Insurance 
Bob Toso, TFFR Board 

Steve Cochrane, Executive Director 
Connie Flanagan, Fiscal & Investment Officer 
Bonnie Heit, Off ice Manager 
Fay Kopp, Deputy Executive Director 
Leslie Moszer, Compliance Officer 

Mike Collins, Prudential 
Sparb Collins, PERS 
Ben Lazarus, The Clifton Group 
Tom Pernice, Epoch 
Sophia Preszler, public citizen 
Bill Priest, Epoch 
Peter Taggart, Prudential 
Jeff Ulness, Epoch 
Aaron Webb, Attorney General's Office 
Michael Welhoelter, Epoch 

CALL TO ORDER: 

Lt. Governor Dalrymple called the State Investment Board (SIB) meeting to order 
at 8:00 a.m. on Friday, November 20, 2009, at the State Capitol, Peace Garden 
Room, Bismarck, ND. 

THE FOLLOWING MEMBERS WERE PRESENT REPRESENTING A QUORUM: MR. CORNEIL, LIP. 
GOVERNOR DALRYMPLE, MR. ENGLESON, MR. ERDMANN, MR. GESSNER, COMMISSIONER HAMM, 
MR. SAGE, MR. SANDAL, TREASURER SCHMIDT, MS. TERNES, AND MR. TOSO 

AGENDA : 

The Board considered the November 20, 2009, agenda. 

TREASURER SCHMIDT MOVED AND MR. GESSNER SECONDED TO ACCEPT THE NOVEMBER 20, 2009 
AGENDA. 

AYES: COMMISSIOmR HAMM, MS. TERNES, MR. ENGLESON, MR. GESSNER, MR. SAGE, LT. 
GOVERNOR DALRYMPLE, MR. ERDMANN, MR. SANDAL, MR. TOSO, MR. CORNEIL, AND 
TREASURER SCHMIDT 



NAYS : NONE 
MOTION CARRIED 

MINUTES : 

The Board considered the minutes of the October 23, 2009, meeting. 

MR. GESSNER MOVED AND MS. TERNES SECONDED TO APPROVE THE OCTOBER 23, 2009 
MINUTES. 

AYES: MR. GESSNER, MR. ENGLESON, MR. SAGE, MS. TERNES, T R E A S m R  SCHMIDT, MR. 
TOSO, COMMISSIONER HAMM, MR. CORNEIL, MR. ERDMANN, LT. GOVERNOR DALRYMPLE, AND 
MR. SANDAL 
NAYS : NONE 
MOTION CARRIED 

BOARD EDUCATION : 

Prudential - Representatives, Mr. Peter Taggart and Mr. Mike Collins, reviewed 
the performance of the fixed income market and how it relates to the Budget 
Stabilization Fund. 

Mr. Steve Cochrane, Executive Director, and Ms. Connie Flanagan, Fiscal and 
Investment Officer, distributed a handout on the Budget Stabilization portfolio 
whlch illustrated the funding status and how the portfolio has been invested 
since September 2005. 

A copy of both reports are on file at the Retirement and Investment Office (RIO). 

Epoch - Representatives Mr. Bill Priest, Mr. Michael Welhoelter, Mr. Tom Pernice, 
and Mr. Jeff Ulness provided an overview of Epoch and also shared Epoch's 
perspective on the economic crisis, the role of risk management, and strategies 
that compliment what the market offers. 

A copy of their report is on file at RIO. 

The Board recessed at 10:20 a.m. and reconvened at 10:30 a.m. 

Lt. Governor Dalrymple was absent and Mr. Corneil chaired the remainder of the 
meeting. 

GOVERNANCE : 

ADMINISTRATION 

Grand Forks Park District - Ms. Flanagan reviewed the investment guidelines and 
contract for the Grand Forks Park District. She informed the board the Industrial 
Commission has been provided the same information and they will be reviewing the 
matter at their November 25, 2009 meeting. 



TREASURER SCHMIDT MOVED AND MS. TERNES SECONDED TO ACCEPT THE GRAND FORKS PARK 
DISTRICT INVESTMENT GUIDELINES AND CONTRACT CONTINGENT UPON THE INDUSTRIAL 
COMMISSIONrS ACCEPTANCE. 

AYES: MR. GESSNER, MR. ENGLESON, MR. SAGE, MS. TERNES, TREASURER SCHMIDT, MR. 
TOSO, MR. CORNEIL, MR. ERDMANN, AND MR. SANDAL 
NAYS : NONE 
MOTION CARRIED 
ABSENT: LT. GOVERNOR DALRYMPLE, COMMISSIONER HAMM 

Public Employees Retirement System (PERS), Job Service, PERS Retiree Health 
Investment Guidelines - Ms. Flanagan reviewed updates to the investment 
guidelines for the PERS, Job Service, and PERS Retiree Health Funds. 

MR. SANDAL MOVED AND TREASURER SCHMIDT SECONDED TO ACCEPT THE REVISIONS TO THE 
PERS, JOB SERVICE, AND PERS RETIREE HEALTH INVESTMENT GUIDELINES. 

AYES: TREASURER SCHMIDT, MS. TERNES, MR. ENGLESON, MR. SAGE, MR. TOSO, MR. 
SANDAL, MR. ERDMANN, MR. CORNEIL, AND MR. GESSNER 
NAYS : NONE 
MOTION CARRIED 
ABSTAINED: BECAUSE OF TECHNICAL DIFFICULTIES, COMMISSIONER HAMM ABSTAINED 
ABSENT: LT. GOVERNOR DALRYMPLE 

G- - The Board reviewed the second reading of Governance Policy 
"Accepting New Clients. " 

The Board discussed the process of how the general public and interested parties 
are notified when policy modifications are being reviewed by the SIB and if those 
parties have the mechanisms and an opportunity to comment. Staff informed the 
Board an email is sent to interest groups, board members, SIB clients, and other 
interested parties notifying them when policy modifications are being reviewed 
and also allowing the entities an opportunity to provide feedback. 

The Board also discussed if there is language on the SIBrs website stating 
present and past meeting agenda and minutes are available upon request. Staff 
stated at this time only the meeting schedule is posted and the schedule is also 
submitted to the Secretary of State's office. After discussion, 

TREASURER SCHMIDT MOVED AND MR. SAGE SECONDED TO POST ON THE SIB'S WEBSITE 
LANGUAGE THAT STATES PRESENT AND PAST MEETING AGENDAS AND MINUTES ARE AVAILABLE 
UPON REQUEST. 

AYES: MR. SAGE, MR. SANDAL, MR. CORNEIL, COMMISSIONER HAMM, TREASURER SCHMIDT 
NAYS: MR. GESSNER, MR. TOSO, MR. ERDMANN, MS. TERNES, MR. ENGLEESON 
MOTION FAILED 
ABSENT: LT. GOVERNOR DALRYMPLE 

MR. GESSNER MOVED AND MR. SANDAL SECONDED TO ACCEPT THE GOVERNANCE POLICY - 
INVESTMJZNTS/ACCEPTING NEW CLIENTS AS REVISED. 

AYES: MR. ERDMANN, TREASURER SCHMIDT, MR. CORNEIL, MR. ENGLESON, MR. TOSO, MR. 
SANDAL, COMMISSIONER HAMM, MR. GESSNER, MR. SAGE, AND MS. TERNES 
NAYS : NONE 



MOTION CARRIED 
ABSENT: LT. GOVERNOR DALRYMPLE 

QUARTERLY MONITORING: 

The Clifton Group - Mr. Ben Lazarus reviewed the status of the currency overlay 
program. 

A copy of the report is on file at RIO. 

Mr. Cochrane reviewed with the board S E I r s  performance in the Pension and 
Insurance Trust's small cap relationship and his observations relating to 
allocating additional monies to them from The Clifton Group overlay program. 
Discussion followed, 

TREZLSURER SCHMIDT MOVED AND MR. SAGE SECONDED TO TERMINATE SEI1 S SMALL CAP 
RELATIONSHIP FOR BOTH THE INSURANCE AND PENSION TRUSTS BASED ON THEIR PERFORMANCE 
SINCE 2005. 

AYES: COMMISSIONER HAMM, MR. SANDAL, MR. CORNEIL, MR. GESSNER, MR. TOSO, MR. 
ERDMANN, MS. TERNES, MR. ENGLESON, MR. SAGE, AND TREASURER SCHMIDT 
NAYS : NONE 
MOTION CARRIED 
ABSENT: LT. GOVERNOR DALRYMPLE 

Mr. Cochrane discussed with the board his recommendation for funding the 
Insurance Trust small cap allocation as a result of the termination of SEI. Mr. 
Cochrane recommended the current Enhanced Russell 2000 product provided by The 
Clifton Group replace the SEI mandate and to maintain the 50/50 balance between 
the two primary "core" firms that will then be in place in each Trust. 

MS. TERNES MOVED AND TREASURER SCHMIDT SECONDED TO ACCEPT STAFF RECOMMENDATION. 

AYES: MR. TOSO, TREASURER SCHMIDT, MR. CORNEIL, MR. ENGLESON, MR. ERDMANN, MR. 
SANDAL, COMMISSIONER HAMM, MR. GESSNER, MR. SAGE, AND MS. TERNES 
NAYS : NONE 

MOTION CARRIED 
ABSENT: LT. GOVERNOR DALRYMPLE 

Mr. Cochrane discussed with the board his recommendation for funding the Pension 
Trust small cap allocation as a result of the termination of SEI. Mr. Cochrane 
recommended utilizing The Clifton Group Enhanced Russell 2000 product to replace 
SEI in the Pension Small Cap asset class. 

MR. ERDMANN MOVED AND MR. ENGLESON SECONDED TO REPLACE SEI IN THE PENSION TRUST 
SMALL CAP ALLOCATION WITH THE CLIFTON GROUP SMALL CAP PRODUCT. 

AYES: TREASURER SCHMIDT, MR. CORNEIL, MR. TOSO, MR. SANDAL, MR. ERDM 1209 
COMMISSIONER HAMM, MS. TERNES, MR. ENGLESON, MR. GESSNER, AND MR. SAGE 
NAYS : NONE 
MOTION CARRIED 
ABSENT: LT. GOVERNOR DALRYMPLE 



Mr. 
Mr. 
and 

Cochrane reviewed State 
Cochrane recommended the 
reallocate the remainder 

Street's Pension Trust international equity account. 
board terminate their relationship with State Street 
of the funds to Capital Guardian, Dimensional Fund 

Advisors, LSV, and Wellington. Discussion followed, 

TREASURER SCHMIDT MOVED AND MS. TERNES SECONDED TO TABLE THE DISCUSSION ON STATE 
STREET UNTIL A LATER DATE IN ORDER TO ALLOW STAE'F AND THE BOARD TIME TO DISCUSS 
THE ISSUE MORE THOROUGHLY. 

AYES: MR. GESSNER, MR. ENGLESON, MR. SAGE, MS. TERNES, TREASURER SCHMIDT, 
COMMISSIONER HAMM, MR. CORNEIL, MR. ERDMANN, AND MR. SANDAL 
NAYS: MR. TOSO 
MOTION CARRIED 
ABSENT: LT. GOVERNOR DALRYMPLE 

TREASURER SCHMIDT MOVED AND MR. TOSO SECONDED TO ACCEPT THE CALLAN INVESTMENT 
MEASUREMENT REPORTS FOR THE QUARTER ENDING SEPTEMBER 30, 2009 AND ALSO THE 
MONTHLY MANAGER REVIEW REPORT. 

AYES: MR. CORNEIL, MR. GESSNER, MR. SANDAL, MS. TERNES, TREASURER S C m D T ,  
COMMISSIONER HAMM, MR. ENGLESON, MR. TOSO, AND MR. ERDMANN 
NAYS : MR. SAGE 
MOTION CARRIED 
ABSENT: LT. GOVERNOR DALRYMPLE 

OTHER : 

The next SIB meeting is scheduled for January 22, 2010, at 8:30 a.m. at the State 
Capitol, Peace Garden Room, Bismarck, ND. 

The next SIB Audit Committee meeting is scheduled for February 26, 2010, at 1:00 
p.m. at the State Capitol, Peace Garden Room, Bismarck, ND. 

Mr. Corneil adjourned the meeting at 11:55 p.m. 

Respectfully Submitted: 

State 1Qestment Board 

Bonnie Helt 
Reporting Secretary 


