
    MINUTES
SEVEN HUNDRED AND NINETY-SEVENTH MEETING

BOARD OF TRUSTEES

TEACHERS' RETIREMENT SYSTEM OF  OKLAHOMA

JANUARY 23, 2008

The regularly scheduled meeting of the Board of Trustees of the Teachers' Retirement System of
Oklahoma was called to order by Cathy Conway, Chairman, at 1:00 P.M., Wednesday, January 23, 2008,
in the Ad minis trative C onfere nce R oom  of the Te acher s’ Retirem ent  Sys tem, 5 th Floor, O liver Hodge
Building, 2500 North Lincoln Boulevard, Oklahoma City, Oklahoma.  The agenda/meeting notice was
posted in  accorda nce w ith 25 O.S. 20 01 Section  311(9).

TRUSTEES PRESENT:
Cathy  Conw ay, Chairman Bruce De Muth John Kirkpatrick
Jame s Smith , Vice-Chairman Richard Gorman Matti P alluconi    
Sherrie Barnes               Darryl Hatcher Michael Simpson

TRUSTEES NOT PRESENT:
Dick N eptun e, Secretary
Galeard Roper
Sandy G arrett
Tony Hutchison

TRS STAFF PRESENT:
Tom my C . Beave rs, Executive  Secretary
Bill Puck ett, Chief Investment Officer
Kim Bold, Director of Human Resources
Joe Ez zell, Director of Internal Auditing
Edw ard Ro mero, Comptroller*
Becky  Yearou t, Cash Management Officer
Karen  Yost, Assistant to Executive Secretary and Board of Trustees

LEGAL COUNSEL PRESENT:
David  L. Kinn ey, Assistant Attorney General

INVESTMENT CONSULTANT PRESEN T:
Grego ry T. W eaver, President, gregory.w.group
Doug las J. An derson , gregory.w.group
Tony K ay, gregory.w.group

OTHERS PRESENT:
Dwig ht Brus s, State Department of Education
Tom my Fu lton, Retired Member

*Indicates late arrival or early departure.

BOARD POLL FOR QUORUM

Chairman Conway called the meeting to order and asked for a poll of the Board to determine a
quorum being present.  Trustees responding were as follows:   Mr. DeMuth; Dr. Kirkpatrick; Mr. Smith;
Ms. Palluco ni; Mr. Sim pson ; Mr. Go rman ; Mr. Ha tcher; an d Chairma n Con way .  (Ms. Barnes returned after

the poll.)

MINUTES of DECEMBER 19, 2007, BOARD MEETING APPROVED

The Chairman asked for corrections, additions or a motion to approve the minutes of the December
19, 2007,  meeting of the Board of Trustees of the Teachers’ Retirement System of Oklahoma.  A motion
was made by Mr. Simpson with a second made by Dr. Kirkpatrick for approval of the minutes as
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presented.  The motion carried by a unanimous voice vote.  Trustees responding were as follows: Mr.
Hatcher;  Mr. Gorman; Mr. Simpson; Ms. Palluconi; Mr. Smith; Ms. Barnes; Dr. Kirkpatrick; Mr. DeMuth;
and Chairman Conway.

REPORT FROM THE TWO HUNDRED AND THIRTIETH
INVESTMENT COMMITTEE MEETING

   
The Investment Committee meeting convened at 9:04 a.m. Wednesday, January 23, 2008, and

adjourned at 12:26 p.m.  Comm ittee members present were as follows:  Chairman Cathy Conway;
members, Matti Palluconi; Michael Simpson; and James Smith.  Other trustees present were Ms.
Barnes*; Mr. Gorman*; Dr. Kirkpatrick*; and Darryl Hatcher*.

The Ch airman  asked g regory.w .group for th eir report.

PRESENTATION BY gregory.w.group
Market Performance, Manager Review, Asset Allocation Review,

December 31st  Performance Summary and Manager Status

Greg Weaver and Doug Anderson of gregory.w.group, investment consultant to the Board, gave the
Board an overview  of their  monthly report that was presented, in full, to the Investment Committee
earlier in the day.

Mr. Wea ver rep orted th at Den nis Byr ne and Dav id Shell w ith Gold man  Sachs , and G eorge  Davis  and
Stan Majcher with Hotchkis & Wiley’s Large-Cap and Mid-Cap portfolios, were present at the
Investment Committee meeting.  Both firms have very long relationships with the Retirement System.
Each firm gave the Investment Committee  informative and detailed presentations.  Mr. Weaver stated
that the Hotchkis & Wiley Mid-Cap Value portfolio would be on February’s agenda for review.

Net of Fee and Market Performance Summary

This report indicates performance of the Fund, for periods ending December 31, 2007, for each
portfolio, net of fees, comparing actual returns versus each manager's benchmark.  The resu lts for the
last quarter for each portfolio manager are as follows:

H&W Large-Cap, -8.44% vs. -5.80%; Goldman, -1.67% vs. -0.77%; Aletheia, -0.22% vs. -0.77%;
Chase, 2.47% vs. -0.77%; Saw grass, -0.98% vs. -0.77% ; Advisory Research, -5.93% vs. -3.34%;
EPOCH, -0.64% vs. -3.34%; AJO, -3.67% vs. -3.55%; Wellington, -4.69% vs. -3.55%; Frontier, 0.63%
vs. -3.55%; H&W Mid-Cap, -9.72% vs. -3.55%; Shapiro, -9.47% vs. -4.58%; Tocqueville, -9.32% vs.
-4.58%;  Smith,  -7.53% vs. -4.58%;  Capital Guardian, -0.08% vs. -1.71%;  Causeway, -0.97% vs.
-1.71%; Brandes, -0.90% vs. -1.71%; Thornburg, 0.4 9% vs. -1.71%; Hoisington, 6.49% vs. 3.00%;
Loomis, 2.71% vs . 3.00%; Lord  Abbe tt, 2.43% vs. 3.00%; MacKay Shields, 2.59% vs. 3.00%; PIMCO,
3.22% vs. 3.00%; Standish, 2.96% vs. 3.00%; Stephens, 3.91% vs. 3.00%; and OTRS Cash, 1.36% vs.
1.05%.

Total Fund performance is as follows:  Month of December 2007,  -0.45% vs. -0.54% ; last qua rter,  -
1.61% vs. -1.30%; 1-year, 6.49% vs. 6.44%; 3-years, 8.97%  vs. 9.14%; 5-years, 13.54% vs. 12.86%; and since
inception, 10.40% vs. 10.89%.     (Returns over one year are annualized.) 

Manager Status Summary

This report gives the status of each investment manager, i.e. in “Compliance”, on “Alert”, and on
“Notice”, which may be caused by performance or organizational issues.  There are six managers on
“Alert”, one manager on “Notice”, with all other managers in “Compliance”.  The Chairman said a
possible item for the next agenda will be to remove MacKay Shields from on “Alert” status.

Chairman Conway asked M r. Puckett for his reports.



TEACHERS’ RETIREMENT SYSTEM OF OKLAHOMA BOARD OF TRUSTEES MEETING
JANUARY 23, 2008

TRS INVESTMENT REPORTS

Mr. Puckett gave the Board a brief report and stated he w ould be glad to answer any questions the
Board might have.  The TRS Investment reports are listed as follows:

Portfolio Distribution

The total market value of the portfolio was $9,498,943,820.60 invested approximately 30% in fixed
income, 68% in equities with the balance in accrued income and residual cash positions.

Short-Term Investment Account

The monthly rate of return for Sh ort-Term cash was 0.42%, the three-month return was 1.36%, and
the trailing twelve-month return was 5.52%.

Book Value to Market Value Comparison

This report gives equity holdings where the market value has fallen at least 20% below cost, along
with securities that have been removed from the previous month's report due to appreciation in value
or having been sold.

Domestic Equity Commissions Recaptured

Mr. Puckett referred the B oard to a replacement page for the Commissions Recaptured page in the
binder.  For the  mon th of No vem ber, this  report s how s com missio ns pa id of $731,153, recaptured
commissions totaled $70,473 with a net per share of $0.028, and for the Fiscal Year, comm issions  paid
of $2,808,256, recaptured of $378,056, with a net per share of $0.026.

Fiscal Year Comparison of Securities Lending

Mr. Puckett stated this report monitors securities lending and how it has performed this year
compared to last year’s numbers.

Earnings on Securities Lending

This report sho ws the  previous a nd curre nt year’s earnin gs on s ecurities lent an d the len dable
balance,  including the market value and gross returns.

Update on Transition of Assets from
Hotchkis & Wiley to Chase, Aletheia and Sawgrass

Mr. Puck ett referre d to pa ge 2-2 7 in the bin der an d ma de his  report to the Board.  Stating the actual
cost was $511,070 in commissions and the Fund was able to save around $498,000 for this transaction.

The Chairman asked Mr. Kinney to report on the next item on the Agenda.

Possible Agreement for Portfolio Monitoring Services

Mr. Kinney stated the law firm of Bermen, DeValerio, Pease, Tabacco, Burt & Pucillo (Berman
DeValerio) has proposed a portfolio  mon itoring s ervice fo r the Re tireme nt System.  Th is servic e would
provide an on-lin e site tha t wou ld allow  trackin g those secu rities frau d case s that h ave be en settle d in
court with the possibility of filing a claim on that settlement and receive the System’s shareholder
portion.  He said there is no fee for this service, but from time-to-time, Berman DeValerio may ask the
Retirement System  to file for lead plaintiff  status in case(s) they would want to represent the Retirement
System ’s interest.  In doing so, the fee would be on a contingency  basis.  Mr. Kinney said this firm has
been approved by the A ttorney General and that he and staff are recommending the Board approve
using Berman DeValerio’s monitoring service, allowing the Execu tive Secreta ry to sign su ch agree ments
as may be necessary to implement this service.

Investment Committee Recommendation Approved
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The Investment Committee Recommendation was approved by a unanimous voice vote.  Trustees
responding were:  Mr. DeM uth; Dr. Kirkpatrick; Ms. Barnes; Mr. Smith; Ms. Palluconi; Mr. Simpson; Mr.
Gorman; Mr. Hatcher; and Chairman Conway responding yes.

INTERNAL AUDITOR’S REPORT
SUMMARY OF PRIOR FINDINGS and AUDIT PLAN - FY2008 and BEYOND 

Joe Ezzell, Director of Internal Auditing, stated his primary objective is to strengthen the internal
contro ls and secondly, promote operational efficiency of the Retirement System.  Mr. Ezzell gave the
Board a report on the findings of previous interna l audits.  M r. Ezzell  stated the Audit Plan is developed
in accordance with the “International Standards for the Professional Practice of Internal Auditing”,
issued by the Institute of Internal Auditors.  He gave the Board a brief report on the Audit Plan for
FY2008 and Beyond, and said he would be glad to answer any questions the Board might have.

After discussion, the Chairman called for a motion from the Board to a ccept and a pprov e the au dit
report and audit plan.

Internal Auditor’s Report Approved

 A motion was made by Mr. DeMuth with a second being made by Dr. Kirkpatrick for approval.  The
motion carried  by M r. Hatch er; Mr. G orma n; Mr. Sim pson ; Ms. Pa llucon i; Mr. Smith; Ms. Barne s; Dr.
Kirkpatrick; Mr. DeMuth; and  Chairman Palluconi Conway responding yes.

The Chairman asked Mr. Beavers for his reports.

REPORT OF THE EXECUTIVE SECRETARY
Report of Routine Items and Executive Secretary Report for November 2007

Mr. Beavers referred the Board  to sectio n 3 in th eir bind ers and  mad e his report, st ating h e would
be glad to answer any questions.

Motion for Approval of Routine Items
and Adoption of the Executive Secretary Report Carried 

The Chairman  asked for a mo tion from the Board .  A motion w as made  by Mr. DeM uth with a second
by Dr. Kirkpatrick.   The motion carried by a unanimous voice vote.  Trustees responding were: Mr.
DeMuth; Dr. Kirkpatrick; Ms. Barnes; Mr. Smith; Ms. Palluconi; Mr. Simpson; Mr. Gorm an; Mr. Hatche r;
and Chairman Conway.  The reports are as follows:

Monthly Expenditures

Mon thly Expen ditures con sists of claim s, receipts an d claims  for authorized expenditures,
retirement payroll, tax-deferred annuity withdrawals, payment to beneficiaries of retired and active
members, persons withdrawing contributions and total dedicated revenue.

Receipts and Claims for Authorized Expenditures

Receipts  and Claims totaled $1,526,614.39 and may include paym ents for:  Board  expens es, TRS sta ff
travel,  communications, contingency, maintenance, insurance, rent, etc.; investment expenditures,
Social S ecurity , and ret ireme nt pay men ts.                                                                            Amended Page

Claims

Claims submitted for approval totaled $11,379.75

Recommendations for Retirement
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There w ere nine (9) d isability and 2 09 regu lar contracts  filed for retireme nt.

Tax-Sheltered Annuity Hardship Requests

There was one request for the month of December 2007.

Termination of Retirement Benefits

Month ly benefits were term inated for 85 me mbers du e to their deaths, two (2) w ho returned to
teaching.

New Members

There were  370 ne w m emb er app lications .  The list of  new  enrollm ents m ay be re view ed in the
Executive Secretary’s office.

Employees' Salaries

This report indicates employee’s salaries and their positions within the Retirement System.
Emp loyee s alaries to taled $192,03 7.75.   (Ca n inclu de longevity  and su pplem ental p ayroll.)

Financial Statements

These reports cover the month of December 2007.

Personnel Changes

Edwa rd Romero has been promoted from the position of Comptroller to Secretary Treasurer of the
Retirement System.

REPORT OF LEGAL COUNSEL
Litigation and Administrative Matters

Mr. Kinney gave the Board an update on current and future legal issues facing the Retirement
System.  Mr. Kinney said he would be glad to answer any questions the Board might have.

PROMULGATION OF PERM ANENT RULES

Mr. Beavers referred the B oard to section 6 in their binders and gave the Board a brief overview of
the rule change s listed.  H e said some of the rules are emergency rules previously  approved by the
Board and m ust now  be prom ulgated as permanent, which is one of the requirements of rulemaking
statutes.  Mr. Beav ers stated th ese rule ch anges h ave bee n mad e due to sta tute chan ges and  from staff
recom men dation s.  

Mr. Beavers stated  he had  met w ith the B oard’s R ules C omm ittee last w eek to g o over th e rule
changes.  Mr. Beavers reported that the Rules Committee is recommending Promulgation of the rules,
as presented in th eir binder.

Promulgation of Rules Approved

A motion was made by Dr. Kirkpatrick with a second made by Mr. Simpson to approve.  The motion
carried by M r. Hatch er; Mr. Sim pson ; Ms. Pa llucon i; Mr. Smith; Ms. Barnes; Dr. Kirkpatrick; Mr. DeMuth;
and Chairman Conway responding yes.

Chairm an Conway stated Greg and Doug have stayed to continue their training session with the
Board after the meeting.

A break was taken from 2:18 through 2:24.

Chairman Conw ay stated M r. Beavers w anted to  say something to the Board before continuing with
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the next item.

Mr. Beavers made his official statement that he intends to retire at th e end  of Decemb er 200 8.  He
said he wanted to thank the Board and those that came before, and staff, Mr. Beavers said he has
enjoyed every minute of working for the Teachers’ Retirement System of Oklahoma.

A round of applau se was give n to Mr. Beavers  as a tribute to h is tireless devo tion and s ervice to the
Teachers’ Retirement System of Oklahoma.

EXECUTIVE SECRETARY SEARCH AND REPLACE PLAN

The Chairman stated the Board’s Personnel Committee has been working on a Search and Replace
Plan and asked Ms. Palluconi for her comments.

Ms. Palluconi said to begin the process, Mr. Smith had contacted another retirement system, asking
them for a copy  of their se arch p lan to rep lace the ir directo r.  She sta ted this  has been adapted to meet
the Retirement System’s specific requirements for replacing the Execu tive Sec retary.  Y ou w ill note this
is a “Draft” plan and there are still a few places that need minor changes.

After further discu ssion, the C hairma n asked  for trustees inte rested in se rving on th e Search
Committee, to see her immediately following the Board meeting.

Approve the Executive Secretary Search and Replace Plan
as Amended, and made the “Final” Draft Plan

A motion was made by Mr. Simpson with a second made by Mr. Gorman to approve.  The motion
carried by Mr. DeMuth; Dr. Kirkpatrick; Ms. Barnes; Mr. Smith; Ms. Palluconi; Mr. Simpson; Mr. Gorman;
Mr. Hatcher; and Chairman Conway responding yes.

The C hairm an ask ed M r. Beave rs for his u pdate  on legis lation. 

TRS LEGISLATION

Mr. Beavers referred the  Board  to new  legislatio n on th e table b efore th em an d repo rted on  bills
carried over from the 2007 Legislative Session and current bills being considered by the Legislature.

SEEK LEAD PLAINTIFF STATUS
AND CHOOSE REPRESENTATION

David  Kinney stated the  BLB&G  law firm has pro vided the Retirement System an opp ortunity to
seek lead plaintiff status in the case against MBIA, a guarantor, provid ing insuranc e for prim arily
municipal bond type issues.  He said BLB&G has identified a number of securities violations  espec ially
with accounting rules, specifically financial Accounting Statements No.133 and No.5 and also
stateme nts made  in the press  by MB IA wh ere they h ave not fu lly disclosed their involvement in the
executive officer’s co llateralize d mo rtgage  obligat ion.  Mr. K inney  reporte d that th e only p ortfolio
manager curren tly hold ing sh ares is W ellingto n.   He stated the System has an approximately $7 million
loss.

Mr. Kinney said BLB&G has recommended TRS seek le ad pla intiff statu s and  it is also his
recomm endation the Bo ard seek the sam e in this matter.

                          Amended Page

Motion Carries to Seek Lead Plaintiff Status

A motion w as made  by Dr. Kirkpatrick with a second made by Mr. DeMuth for approval.  The motion
carried   by  Mr . Hatch er;  Mr. G orma n;  Mr. Simpson;  Ms. Palluconi;  Ms. Barnes;  Dr. Kirkpatrick;  Mr.
DeMuth; and Chairman Conway responding yes and M r. Smith responding no.



TEACHERS’ RETIREMENT SYSTEM OF OKLAHOMA BOARD OF TRUSTEES MEETING
JANUARY 23, 2008

FINANCIAL CONDITION & UNFUNDED STATUS OF THE
TEACHERS' RETIREMENT SYSTEM OF OKLAHOMA

The Chairman asked if there was any further discussion on this issue, and there was none.

NEW BUSINESS

The Chairman asked if there was new business before the Board.

ADJOURNMENT
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There being no further business before the Board, the Chairman declared the meeting adjourned
at 3:02 p.m.  Trustees present at adjournment were as follows: Mr. DeMuth; Dr. Kirkpatrick;  Ms. Barnes;
Mr. Smith;  Ms. Palluconi;  Mr. Simpson;  Mr. Gorman;  Mr. Hatcher; and  Chairman Conway.

(NO TE:  An au dio r eco rdin g of  this m ee ting is  on  file  in th e Exe cutiv e Se cretar y's o ffi ce.)

The next regularly scheduled meeting of the Board of Trustees of the Teachers' Retirement System
of Oklahoma will be:

WEDNESDA Y - February 27, 2008

     

Investment Committee Meeting begins at    9:00 A.M.

Board Meeting begins at   1:00 P.M.

Oliver Hodge Education Building
Administrative Conference Room
2500  North  Lincoln  Boulev ard, 5 th Floor
Administration Conference Room
Oklahoma City, Oklahoma

BOARD OF TRUSTEES, TEACHERS'  RETIREMENT SYSTEM OF OKLAHOMA

BY: ________________________________________________________________________
Chairman, Cathy Conway

ATTEST:

BY: ________________________________________________________________________
Dick Neptune , Secretary

Certified correct minutes, subject to approval of the Board of Trustees of the Teachers' Retirement
System of Oklahoma, will be available at it's next regularly scheduled meeting on February 27, 2008.

BY: ___________________________________________________________________________
Karen A. Yost, Assistant to the Executive Secretary and the Board of Trustees

Am ende d Min utes as approv ed at the Febr uary 28 , 2008, Board m eeting.


