PERMANENT SCHOOL AND INSTITUTIONAL TRUST FUNDS
 INVESTMENT ADVISORY COMMITTEE


Draft Minutes

The Investment Advisory Committee met on November 18, 2013 at 3:00 p.m. at the State Treasurer’s Office, 350 N State Street, State Capitol C180, Salt Lake City, Utah.

Committee Members Attending:  Sterling Jenson, Arnold Combe, David Cowley, Kimo Esplin, Kent Misener and Jeff Roylance.

Others Attending:  Richard Ellis, State Treasurer; David Damschen and Allen Rollo, staff; Tim Donaldson, Aaron Garrett, Paula Plant and Bruce Williams, USOE.

Mr. Jenson called the meeting to order.  Mr. Jenson thanked Jeff Cardon for his many years of service as chair of the IAC.  The State Superintendent appointed Kent Misener, CIO of Deseret Mutual Benefit Administrators to the IAC.  Also, Steve Ostler will be replaced by Dr. Elizabeth Tashjian after the next SITLA Board of Trustees meeting.

ELECTION OF OFFICERS

The first item on the agenda was the election of officers.  Mr. Jenson asked for nominations for a chair and vice-chair, Mr. Roylance nominated Mr. Jenson for chair, with Mr. Combe seconding the nomination.  The IAC members elected Mr. Jenson by acclimation.  Mr. Combe nominated Mr. Roylance for vice-chair, with Mr. Esplin seconding the nomination.  The IAC members unanimously elected Mr. Roylance as vice-chair.

APPROVAL OF MINUTES

The next item on the agenda was the approval of minutes from the September 10, 2013 meeting.  Mr. Roylance made a motion to approve the minutes from the September 10, 2013 meeting, with Mr. Esplin seconding the motion.  The motion passed unanimously.


PERMANENT FUNDS INVESTMENTS REVIEW

Mr. Ellis reviewed the Permanent Funds (the “Funds”) Summary of Beneficiaries’ Investment Balances at September 30, 2013 and noted that the investment portfolio had increased by over $104 million during the quarter, composed of market gains of $80 million and contributions from SITLA totaling $24 million.  Mr. Ellis reminded the committee that the fixed income portfolio was exchanged from the Vanguard Total Bond Market Index fund into the Vanguard Short-Term Investment Grade Bond fund in April.  During the third quarter, after the rise in interest rates, approximately half of the fixed income allocation was moved from the Vanguard Short-Term Investment Grade Bond fund into the Vanguard Intermediate-Term Investment Grade Bond fund to capture some yield.

Mr. Ellis reviewed investment performance and noted that the bond funds had returns of around one percent for the quarter, while the equity funds had a good quarter with the domestic equity funds returning between 4.8% and 8.8%, the international stock fund had a strong return of over 10% for the quarter.  The core real estate funds returned about 2.5% for the quarter, while the Long Wharf Real Estate Partners IV fund had a 23.2% IRR due to an increase in the valuation of an office property.  The structured funds have performed well, relative to their respective benchmarks for the one-year and three-year periods.  Over the five-year period, the structured funds are slightly ahead of the benchmarks, except for the Strategic Equity, which lagged its benchmark over the five-year period.

[bookmark: _GoBack]Mr. Ellis reviewed the real estate commitments as of September 30, 2013 and indicated that the Funds had outstanding commitments totaling $160 million, with $98 million of uncalled commitments.  Mr. Misener asked a question about diversification.  Mr. Ellis responded that the core real estate funds were broadly diversified, bother geographically and by property type.  The value added real estate funds are also well diversified, although some managers tended to invest more in certain property types, but on balance the value added portfolio was well diversified.    

Mr. Ellis reviewed the asset allocation of the Funds as of September 30, 2013 and noted that the asset allocation was within target ranges.  The equity allocation for some of the beneficiaries exceeded the upper threshold of 52% during October and was rebalanced to 49.5% to stay within the target range.     

The annualized investment management expenses for the Funds were approximately $4.2 million as of September 30, 2013.  The corresponding expense ratio was reported as approximately 25 basis points.

Mr. Ellis noted that the Funds had interest and dividends totaling $5.4 million for the quarter ending September 30, 2013.  The bulk of the dividends will be distributed during the current quarter from stock funds with annual distributions.  The Permanent School Fund is projected to earn approximately $38 million for fiscal year 2014, the same as last fiscal year. 

There were no other items of business, so the meeting was adjourned.    

