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Recommendation Summary





Dollars in Thousands


	Annual FTEs	General Fund-State	Other Funds	Total Funds


         


1995-97 Expenditure Authority	44.3	8,688	8,688


	        


Total Maintenance Level	44.3	9,439	9,439


Difference	751	751


Percent Change from Current Biennium	8.6%	8.6%


     


Performance Changes


Workload Enhancements	2.5	405	405


Deferred Contributions Info Officer	.5	64	64


Investment Accountability	1.0	471	471


General Inflation	(55)	(55)


       


Subtotal - Performance Changes	4.0	885	885


     


Total Proposed Budget	48.3	10,324	10,324


Difference	4.0	1,636	1,636


Percent Change from Current Biennium	9.0%	18.8%	18.8%








Performance Changes


         


Workload Enhancements


This item provides funding for workload increases in the Fixed Income Unit at the State Investment Board (SIB).  Fixed income assets are internally managed, and SIB estimates the investment earnings will increase by $2.5 billion during the 1997-99 Biennium.  These assets need additional analysis due to dramatic changes in the market, including international dollar-denominated project financing, deregulation, increasing complexity in security structures, and increasing diversity of options.  Funding of this item results in an anticipated $1.5 million in added return against the performance benchmark of approximately one basis point per year on internally managed funds. One-time funding of $13,000 is provided in the first fiscal year for equipment.  (State Investment Board Expense Account) 


       


Deferred Contributions Info Officer


In 1995, the Legislature directed that SIB manage the accounting functions and also become the default option for teachers participating in the Teachers' Retirement System Plan III (TRS III).  Previously, SIB has not managed a defined contribution plan, and does not have staff capability to address questions about the portfolio and options.  This item provides funds for a half-time information officer to respond to requests by any member of the public about the portfolio, and to specifically respond to teachers' questions about the SIB option. One-time funding of $4,000 is provided in the first fiscal year for equipment.  (State Investment Board Expense Account) 


       


Investment Accountability


This item provides additional staff authority for an internal auditor and a contract for a fiduciary counsel to serve the Board and its staff on matters of due diligence, compliance with internal accounting procedures and operating manuals, trustee responsibilities, and other matters.  In addition, funding is provided for on-site investment activities, such as site visits to real estate holdings, attending Advisory Board annual meetings where SIB plays an active partnership role, and meeting with major brokerage firms.  Funding for this item results in an anticipated $3.3 million in avoided litigation costs; $3.4 million additional investment earnings on externally managed funds; and $24,000 in avoided costs due to fewer hours for the State Auditor to conduct its audit of the SIB than anticipated in the 1997-99 Biennium.  One-time funding of $5,000 is provided in the first fiscal year for equipment. (State Investment Board Expense Account) 


       


     





Agency Mission�
�
The State Investment Board invests and manages the entrusted funds in a manner consistent with statutes, regulations, board policies, and the highest standard of professional conduct for the exclusive benefit of fund beneficiaries.


�
�
Major Agency Strategies and Performance Measures�
�
STRATEGY


Achieve fund performance which is appropriate for each of the various components of the overall fund, given the unique objectives of each component and is comparable to other large institutional investors.�
�
Performance Measure  (Based on Maintenance Level)


Retirement Funds:  Meet or exceed an 8.25 percent annual rate of return.*�
�
�
__________ 1993-95 __________�
__________ 1995-97 ____________�
____________ 1997-99 ____________�
�
�
FY 94 Actual�
FY 95 Actual�
FY 96 Actual�
FY 97 Estimate�
FY 98 Proposed�
FY 99 Proposed�
�
Outcome�
2.2%�
16.5%�
8.25%�
8.25%�
8.25%�
8.25%


�
�
*Projected returns are based on an estimate of the performance of capital markets in the future.  Actual results will vary, perhaps to a significant degree.  Actual results should be viewed from the perspective of the overall performance of the capital markets to fairly assess the value added from State Investment Board activities.


�
�
Performance Measure  (Based on Maintenance Level)


Permanent and Other Funds:  Meet or exceed a 6.0 percent annual rate of return.*�
�
�
__________ 1993-95 __________�
__________ 1995-97 ____________�
____________ 1997-99 ____________�
�
�
FY 94 Actual�
FY 95 Actual�
FY 96 Actual�
FY 97 Estimate�
FY 98 Proposed�
FY 99 Proposed�
�
Outcome�
(4.1%)�
9.4%�
6.0%�
6.0%�
6.0%�
6.0%


�
�
*Projected returns are based on an estimate of the performance of capital markets in the future.  Actual results will vary, perhaps to a significant degree.  Actual results should be viewed from the perspective of the overall performance of the capital markets to fairly assess the value added from State Investment Board activities.�
�


















