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The Board’s Missions

*|nvestments
*|n-State Loan Programs
* Municipal Lending

Montana Board of Investments March 2014



Board Meetings
Work/Education Plan

* Board Meetings — Six Regularly Scheduled
o Quarterly
> Two additional
> And as needed
* Work/Education Plan — a Key Agenda Component
o Systematic
> Comprehensive

> Public access
- Open meetings

* Robust website
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Board’s Clientele
and Investment Focus

* Retirement Systems
* State Agencies for Operations
 Trust Accounts
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State’s Retirement Plans

e Over $9 billion in investments
* Nine retirement plans
e A blend of investments

o Significant reliance on equities for
better returns

> Additional component in bonds for
safety and liquidity
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State Agencies for Operations

e Every state agency — cash disbursements for State
operations
o Qver $3 billion in investments, hundreds of users

o STIP — short term investment pool
* Most common state agency use
* About 170 Montana governments use STIP
* Investments in very short, safe, liquid, money market assets

* Examples of aggregate payments that Board provides
State payroll

o

(o]

Retirement payments

(¢]

School equalization

(o]

State debt payments

(¢]

Tax refunds

e Close coordination with State’s treasury bureau
within State Administration
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Trust Accounts

* Numerous agencies, but most within DNRC,
Commerce and DEQ

Over $2.4 billion
Mostly invested in short to intermediate term bonds
In-State loans are also investments

Numerous state trusts, the biggest and best known

° Permanent coal trust

* Public school trust

* Tobacco trust

° Resource indemnity trust

o State Fund — (Workers’ Comp Insurance
portfolio, so not exactly a trust fund)

> $1.3 billion, one of the Board’s largest accounts
> Combination of STIP and long term holdings
o State Constitution allows equities up to 25%

(0]

(0]

(0]

(0]



INVESTMENTS

The Unified Investment Program

* The Montana Constitution provides for a Unified Investment
Program

* Section 17-6-201, MCA Unified Investment Program, created the
Montana Board of Investments (the “Board”) and gave the Board
sole authority to invest state funds in accordance with state law
and the state constitution.

 "prudent expert principle" 17-6-201 (a, b, c)

* discharging its duties with the care, skill, prudence, and diligence that a
prudent person acting in a like capacity with the same resources and
familiar with like matters exercises in the conduct of an enterprise of a
like character with like aims

- diversifying the holdings of each fund to minimize the risk of loss and
maximize the rate of return

» discharging its duties solely in the interest of and for the beneficiaries
of the funds managed
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Managing Investments

* Board Members the sole fiduciary
* Board’s delegation to staff

> Governance Policy

° Individual Investment Policies of Programs
* Reviewed annually

- Specific guidelines to address individual agency
needs

* Independent auditors
* Independent consultant
* Openness — Public Access
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Investment Pools & Specific Investments

e Most investments held via an investment
pool

* Seven investment pools structured similar
to mutual funds

e Or customize direct investment holdings
when necessary
> Liquidity needs

o Risk tolerance
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The Seven Investment Pools

* Montana Domestic Equity Pool (MDEP)

* Montana International Equity Pool (MTIP)
 Trust Funds Investment Pool (TFIP)

* Retirement Funds Bond Pool (RFBP)

e Montana Private Equity Pool (MPEP)

* Montana Real Estate Pool (MTRP)

* Short Term Investment Pool (STIP)
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Investment Pool Breakdown
$14.1 Billion at 2/28/14*

?:\?::t:qeerr: Montana Domestic
Pool Equity Pool
$2,602 M 33,660 M
18.48% 26.00%
Montana
Trust Fund International
Investment Equity Pool
Pool $1,666 M
$2,149 M 11.83%
15.26% Montana
) Montana Private
Retirement Real Estate Equity Pool
Fund Pool $1,088 M
Bond Pool $840 M 7.73%
$2,074 M 5.96%
14.73% :

*Please note, this chart includes the 7 investment pools only. It does
not include the $1,743 Million in All Other Funds (AOF)
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Asset Allocation Considerations

* Diversification is Key

e |Internal vs. External

* Active vs. Passive

* |nvestment Pool Allocation

* Relative Cost vs. Investment Type
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Internal vs. External

Active vs. Passive

Total MBOI

As of 12/31/13

External
53%

Internal
47%

Passive
22%

Active
78%

Internal

External

Active

Passive

S  7,266,119,482

S

8,255,532,121

S 12,105,746,818

S 3,415,904,784

46.8%

53.2%

78.0%

22.0%

Grand Total

$ 15,521,651,602




Cost by Investment Type

12/31/13 12/31/13
, f"'°h:'§“a_tv Net Asset Value M"E“m na :'i"late Total Aggregate Costs Montana Real
rivate Equi quity Poo Pool Estate Pool
Pool (MPEP) Total Fund (MPEP) By Pool gt
7% By Pool Montana Real 37% 22%
Estate Pool Short Term
(MTRP) Investment Pool
5% (sTIP)
Short Term 2%
Investment Pool Fixed Income
(STIP) (RFBP, TFIP,
16% AOF)
12%

Montana
International

Montana

International ~———Fixed Income

Equity Pool (RFBP, TFIP, Equity Pool
(MTIP) AOF) (MTIP)
11% 38% 9%
Risk/Return Cost Spectrum
Riskier Asset Classes = More Intensive Management = Higher Costs
/1 _—9
Short Term FI | Fixed Income | Domestic Equity | International Equity | Real Estate Private Equity
Annual All-In Cost Year-End 2013*
0.03% | 0.09% | 0.24% | 0.25% | 127% | 1.60%

Annual Re turn Since Inception

1.95% ** | 6.08% | 8.69% | 6.00% ** | -0.08% | 12.51%

*All-In Costs include Board, Custodial Bank, and External Manager Fees and therefore include all passive, active and internal management fees.

** When returns since inception were not available, the 10 year return was used.
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Pension Investments, Performance
Expectations and Measurement

e Absolute rate of return assumption
e Benchmarks

e Peer comparisons
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Mo ntana Board of Invesiments

Retirement Plans
Comparatire Performance
Asof December 31, 2013
3 5 7 10
QTD FYTD 1 Year Vears Years Years Years 2012 2011 2010 2009 2008

Public Employees* Retirement - et 5.56 10.48 17.38 10.73 12.06 515 .55 1324 2.13% 12.77 15.42 -26.01
Public Explowyees' Benchimark 507 1027 12.11 11.55 12.53 533 6.7 1504 2.15 1254 1552 -26 42
Difference -0217 -3 -0 73 -0.82 -047 -0 18 -2 -1&0 -0 02 223 - 047
Publi Employees' Retirement - Gross 56T 10.72 17.9% 1130 12.67 5.69 .99 13.83 2.68 13.44 16.08  -25.60
411 Puklic Flans = $3B Total Fund Iledian 486 2.0 1427 Q13 12.53 555 733 1334 022 1223 18221 s
Publi Employees' Retirement - Gross Rank 14 26 9 3 44 L it T2 o 26 41 T4 31
Teachers' Retirement - et 557 10.47 17.38 10.73 12.07 5.15 .50 13.24 214 12.80 1542 -26.03
Teachers Benchrmark 5.9 1025 1211 11.55 12.53 533 f.7h 1504 215 12.56 1551 -26 42
Diffarence -0z -Q38 -7 -0.82 -0 ga -0 is -2 -1&0 -00f Q24 -0 09 n3a
Teachers' Retirement - Gross 569 10.70 17.9% 1130 12.68 5.69 .99 13.34 2.68 13.47 l6.08  -25.62
L1l Public Flans > $3B Total Fund Iledian 486 900 1487 073 12353 555 132 1334 0.2 1282 1821 2712
Teachers' Reticement - Gross Rank 14 26 9 3 d4 L i T2 -] 26 41 T4 3l
Police Retirement - Met 557 10.50 1T.41 10.72 12.03 5.10 .43 13.23 2.10 12.62 1542 -26.09
Police Benchorark 578 1024 1209 1151 1248 528 o 1495 2.14 1234 1356 -2adl
Diffarence -021 -3¢ -0.68 -0.79 -045 018 -0.20 -1.72 -1 026 -0.14 032
Police Retirement - Gross 508 10.74  13.00 11.28 12.63 5.63 .91 13.78 2.65 13.20 16.08  -25.67
L1l Public Flans > $3B Total Fund Iledian 486 900 1487 073 12353 555 Y 1334 0.2 1282 1821 2712
Police Retirement - Gross Rank 14 26 2 3 45 43 15 38 27 43 T4 31
Het perforrmanc e shovm is vet of o manager fees and expences (Met- 4010, 41 Public Plane = $3E Total Fmd B disk & reported gross of fees.

Berchiark; remmne ref Tt wrenanage d indic e which are ot fmpacte dby muana gement fee s, [{V l{_ L].h n S

B & ASSOCINTES, INC



Mo ntana Board of Invesimenis

Retirement Plans
Comp aratire Performance
Agof December 31, 2013
3 5 T 10
QTD FYTD 1 Year Vears Vears Years Years 2012 2011 2010 2009 2008
Firefighters' Retirement - et 556 10.50 17.41 10.71 12.03 5.13 6.51 13.22 2.10 12.61 1546  -25.93
Firefizhters' Benchimark 578 10.24 1209 11.56 1251 533 6.71 1495 228 1233 1560 -26.30
Difference -022 -2 34 -0 68 - &3 -048 -2 -2 -1.73 - ig 24 -1 37
Firefighters' Retirement - Gross 5.08 10.74 17.00 11.20 12.04 .67 6.94 13.81 2.04 13.27 16.12  -25.52
L1 Public Flans = $3B Total Fund hiedian 486 280 1427 073 1253 5.55 152 1334 0.z 1282 1221 271l
Firefighters' Retirement - Gross Rank 14 2 a K] 45 46 T3 3o 27 43 T4 31
Sheriffs' Retirement - Net 5.55 10.47 17.35 10.70 12.01 514 6.52 13.19 2.12 12.6% 1537  -25.87
Shenffs' Benchinark 5Té 1085 12 0% 11.52 12.50 534 a.74 1499 2.14 12,42 1557 -26.19
Difference -0 -38 - 73 -0 &2 -048 20 -22 -1 -0 226 -.20 32
Sheriffs* Retirement - Gross 5.06 10.71 17.93 11.27 12.62 .67 6.96 13.79 2.66 1334 16.03 -25.46
L1 Puhlic Flans = $3B Tatal Fund hfedian 486 280 1487 o3 1253 355 152 1334 0E2 1282 1841 AT
Sheriffs' Retirement - Gross Rank 14 2 10 3 45 46 T3 38 27 42 T4 31
Highway Pairol Retivement - Met 5.55 10.4% 17.38 10.72 12.08 515 6.55 13.24 2.12 12.31 1552  -26.12
Highwray Patrol B enc hraark 578 1026 1211 11.54 1256 534 6.8 1504 213 12.54 157 SRR
Difference -023 -238 - 73 - &2 -048 - ig -2 -ILE0 -0 027 -(ig 3G
Highway Pairol Retirtement - Gross 567 10.71 17.% 11.30 12.69 569 6.99 13.84 2.66 13.47 16.12  -25.70
L1 Public Flans = $3B Total Fund hiedian 486 280 1427 073 1253 5.55 152 1334 0.z 1282 1221 271l
| Highoway Pairol Retiremeni - Gross Rank 14 2 a 3 43 46 12 35 27 41 T4 31
Het performatc e chowam i net of 4]l s ger fee s and expenses (Met-410). &1 Public Pl = $3E Total Fmd e disn & reporte d gross of fees.
Beruwkatuarh: Tetnrme Tef lect mrnatiage d indic es which are nuot fvpacte d by v gemerd fes s [{V l{ Ll h ]:»-] S

B b 3 ASSOCIATES, IMC



Mo niana Board of Investments

Retirement Plans
Comp aratire Performance
Agof December 31, 2013
3 5 T 10
QID FYTD 1 Year Years Years Years Years 2012 2011 2010 2009 2008

Game Wardens" Retirement - Met 854 10.47 17.34 10,69 11.00 5.13 .46 13.20 2.09 12,72 15.2% -25.82
Grarne Wardens' Benchonark 2776 10.24 1207 1151 12 .46 533 a.67 1500 211 1243 1541 -2B.15
Dffarance S0z -Q37 -7 -042 -4 S0L2d 02T -ILED -0 g 29 S0 IE S
Game Wardens" Retirement - Gross 5.60 10.71 17.02 11.246 12.50 5.67 o.89 13.79 2.63 13.38 15.88 -25.41
&1 Public Plans = $3B Total Fund Median 426 280 14 87 Q73 1253 5.55 132 1334 022 1282 1221 -27.12
Game Wardens" Refirement - Gross Rank 14 26 10 3 46 47 TT 37T 28 12 T 30
Judges* Retirement - MNet 5.55 10.48 17 36 10.70 12.04 5.15 6.54 13.20 212 1276 15.43 -25.91
Judges Berchimark 37 1026 12 09 1152 1252 535 6.75 1499 213 1249 1540 -2B.25
Difference iy, S35 -0 -52 -0as S0L28 i) ) i) 27 S0 IF I
Judges* Retirement - Gross 56T 10.72 17.04 11.27 12.65 5.69 6.07 13.79 2.00 13.42 16.09 -25.50
11 Prblic Plans = $3B Total Fund Median 436 2.90 1487 973 1253 555 132 1334 082 12 22 1821 TRy
Judges* Retirement - Gross Rank 14 2a 10 3 45 4o T3 37 27 41 T4 3l
Volunieer Firefizhiers' Retirement - MNet 558 10.51 17.42 10.71 12.03 5.14 6.51 1318 2.00 12.99 1511  -Za.0l
WVolunteer Fire fighters' Benchimark 579 10264 12.14 1170 1258 538 6,74 1495 2.62 1260 1524 2637
Diffarence -027 -Q35 -072 -( o -035 -0.24 -023 ST -0.33 e -0.13 236
Volunieer Firefighiers® Retirement - Gross 569 10.75 18.00 11.27 12.63 5.67 6.9% 1377 2.0% 13.66 1576 -25.60
&1 Public Plans = $3B Total Fund Median 434 2.90 14 87 073 1253 555 732 1334 082 12 22 1221 SR
Volunieer Firefichiers Retiremeni - Gross Rank 14 i} 9 3 45 46 T4 38 28 3o 5 31
Het performane e shonam is pet of a1l manager fees and experees (Het-A410), AL Public Pline = 33B Total Amd Mle dian & reporte d gross of fees, [{ V l‘{ L]_ h n S

Benckinathk retmime ref lect mronaraze d dic es which are rot fmpa che d b mans gemerit fees. T -
& ASSOCINTES, INC



MONTANA BOARD OF INVESTMENTS
SUMMARY OF RETIREMEMT PLANS

Rates of Returns

Ferods Ending February 28, 2014

STATE STREET.

MHKT VAL INCEPT.
$(000) Month QTR FYTD 1Year JYears AYears 10Years ITD DATE
PUBLIC EMPLCOYEES RETIREMEMNT PLAR
TOTAL - Gross 4 746672 3.08 272 12.26 16,72 10,48 15,22 6,86 2.06 0r-01-94
TOTAL - MetAll 4 746 6T2 3.04 2488 11.91 1513 092 14,60 6.42 7.82 0r-01-94
FIREFIGHTERS RETIREMEMNT PLAM
TOTAL - Gross 287 417 3.08 273 12.29 16.75 10,48 15.20 6,81 7.88 0r-01-94
TOTAL - MetAll 287 417 3.04 258 11.93 1516 099 14.58 6.37 7.64 0r-01-94
GAME WARDENS RETIREMENT PLAMN
TOTAL - Gross 131,542 3.06 270 12.24 16 68 10,45 1510 6. 76 7.94 07-01-94
TOTAL - MetAll 131,542 3.02 286 11.88 16.09 988 14.48 B33 7o 07-01-94
HIGHWAY PATROL RETIREMEMNT PLAN
TOTAL - Gross 120,998 3.08 272 12.24 16.72 10,49 16.26 6.84 T4z 07-01-94
TOTAL - MetAll 120,998 3.04 2488 11.490 1613 991 1463 .41 T 68 07-01-94
JUDGES RETIREMENT PLAM
TOTAL - Gross 20,688 3.08 272 12.26 15.71 10,47 1518 6,84 7.93 07-01-94
TOTAL - Met All 80,688 3.04 2488 11.91 1612 9490 14 67 6.40 764 07-01-94
POLICE RETIREMENT PLAM
TOTAL - Gross 285 448 3.08 273 12.29 15.76 10,48 15.21 6.78 7.849 07-01-94
TOTAL - MetAll 285 448 .04 258 11.94 1517 092 14.59 6.35 7.65 0r-01-94

14 Mar-2014 11:23:58 2M EDT

P rovided by State Street Investment Analytics
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MONTANA BOARD OF INVESTMENTS

SUMMARY OF RETIREMENT PLANS
Rates of Returns
Ferods Ending February 28, 2014

STATE STREET.

MKT VAL INCEPT.
$(000)y Month QTR FYTD 1 Year JYears 5¥ears 10Years ITD DATE

SHERIFFS RETIREMEMNT PLARN

TOTAL - Gross 27216 3.08 271 1225 16.70 1046 1514 .83 7.9z 07-01-94

TOTAL - Met All 27216 3.03 258 11.490 1811 9849 14,53 6,349 7.649 07-01-94
YWOLUNTEER FIREFIGHTERS RETIREMEMNT PL

TOTAL- Gross 30,780 304 274 12.30 18.77 10.47 15.20 .21 T.67 07-01-94

TOTAL - Met All 30,780 304 260 11.95 165.19 9490 14 89 B 37 744 07-01-94
TEACHERS RETIREMEMNT PLAM

TOTAL - Gross 3,491 4145 304 264 12.20 16 67 10.48 165.23 fi. 8h a.08 07-01-94

TOTAL - Met All 3,491 415 304 2549 11.490 15.13 94z 14.61 6.42 7.84 07-01-94
TOTAL RETIREMERT PLAMS

TOTAL- Gross 9,467 076 308 272 12.26 15.72 10.49 15.22 6. a6 .06 07-01-94

TOTAL - Met All 9 467 076 304 284 11.490 16513 949z 14 60 h.42 781 07-01-94

T4dar-2014 112355 &2 EDT

Provided by State Street Investment Analwtics
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In-State and Mortgage Loan Programs

* Interest rate incentives set by legislature
for job creation

¢ In-State Programs — Coal Tax Trust

e Over $116 million

e Veterans’ Home Loan Program - $ 2|
million

» Residential Mortgages - $13 million
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INTERCAP Loan Program

e $72 million in outstanding loans

e $106 million bonds outstanding

* Low cost - 2014 interest rate = |%
e Easily accessible - $76 million in loans

* Bonds guaranteed by pledge of certain
state assets:
> Permanent Coal Trust

o Treasurer’s Fund
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INTERCAP Loan Program

* Eligible local government entities:
o State Agencies and Universities/Community Colleges
Cities, Towns and Counties
School Districts
Water/Sewer and Solid Waste Districts
Fire Districts/Fire Service Areas
* Eligible purchases/projects
° Energy retrofit
Real property purchase and improvements
New and used vehicles/equipment
Water, wastewater and solid waste
Preliminary engineering/grant writing
° Interim construction financing or cash flow loans
° Rural and Special Improvement Districts

(0]

(0]

(0]

(0]

(0]

(0]

(0]

(0]
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Montana Board of Investments

2401 Colonial Drive, 3 Floor
PO Box 200126 (59620)
Helena, Montana 5960 |

406-444-000|

Fax: 406-449-6579
www.investmentmt.com
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