
MINUTES
SEVEN HUNDRED AND EIGHTY-EIGHTH MEETING

BOARD OF TRUSTEES

TEACHERS' RETIREMENT SYSTEM OF  OKLAHOMA

APRIL 25, 2007

The regularly scheduled meeting of the Board of Trustees of the Teachers' Retirement System of
Oklahoma was c alled to o rder by  Matti P allucon i, Chairm an, at 1:3 0 P.M ., Wednesday, April 25, 2007,
in the Admin istrative C onfere nce R oom  of the Te acher s’ Retirem ent  Sys tem, 5 th Floor, Oliver 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:
Matti P alluconi, Chairman John Kirkpatrick
Cathy  Conw ay, Vice-Chairman Betty Minton*
Dick N eptun e, Secretary Galeard Roper
Sherrie Barnes Michael Simpson
Bruce De Muth James S mith
Richard Gorman

TRUSTEES NOT PRESENT:
Sandy  Garrett, State Superintendent of Public Instruction
Tony H utchiso n, Director, Office of State Finance

TRS STAFF PRESENT:
Tom my C . Beave rs, Executive  Secretary
Sue C allahan , Assistant E xecutive Se cretary
Joe Ez zell, Secretary-Treasurer
Kim B old, Human Resources Director
Bill Puck ett, Chief Investment Officer
Kara Jo hnson , Internal Auditor*
Adam  Attaou i, Information  Security Ad ministrator 
Edw ard Ro mero, Comptroller
Karen  Yost, Assistant to Executive Secretary and Board of Trustees

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

OTHERS PRESENT:
Larry A sberry, J r., Office of State Finance
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 Palluconi called the meeting to order and asked for a poll of the Board to determine a
quorum being pr esent.   Trustees responding were as follows:   Mr. DeMuth; Dr. Kirkpatrick; Ms. Barnes;
Mr. Roper; Ms. Conway; Mr. Neptune; Mr. Smith; Mr.  Simpson; Mr. Gorman; Ms. Minton; and Chairman
Palluc oni.

MINUTES of MARCH 28, 2007, BOARD MEETING APPROVED as CORRECTED

The Chairm an aske d for correctio ns, addition s or a mo tion to approve the minutes of the March 28,
2007,  meeting of the Board of Trustees of the Teachers’ Retirement System of Oklahoma.  Mr. Simpson
stated he did attend the Investment Committee meeting in March and would like it so noted in the
minutes.  A motion was made by Mr. Simpson with a second made by Ms. Conway for approval of the
minutes, as corrected.  The motion carried by a unanimous voice vote.  Trustees responding were as
follows: Ms. Minton; Mr. Gorman; Mr. Simpson; Mr. Smith; Mr. Neptune; Ms. Conway; Mr. Roper; Ms.
Barne s; Dr. Kirk patrick ; Mr. De Muth ; and C hairm an Pa llucon i. 
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REPORT FROM  THE TWO HUNDRED AND TWENTY-FIRST
INVESTMENT COMMITTEE MEETING

   

The Investm ent Co mm ittee m eeting  conve ned a t 10:00 a .m. W edne sday, A pril 25, 2007, and
adjourned at 1:12 p.m.  Committee members present were as follows:  Chairman Matti Palluconi; Cathy
Conway; James Smith and Dick Neptune .  Other trustees presen t were Ms . Barnes*; Mr. Gorm an; Dr.
Kirkpatrick*; Ms. Minton; Mr. Roper*; and Mr. Simpson.

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

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

March 31st Performance Summary and Manager Status

Greg Weaver and Doug Anderson of gregory.w.group, investment consultant to the Board, gave the
Board an ove rview of their  monthly report, given in-depth to the Investment Committee earlier in the
day.  Mr. Anderson gave the Board corrected data for the 1-, 3-, and 5-year performance for the fixed
income portfolios.

Paula  Pretlow and Chris Ryder with Capital Guardian Trust Company with $440 million under
management and, Patrick Feller and Lawrance Taylor with Brandes Investment Partners, with $579
million under management, were present. Capital Guardian and Brandes are tw o of the F und’s
international equity managers.  Each firm gave the Board an in-depth report concerning their investment
portfolios.

Mr. Wea ver state d, due  to Cap ital Gua rdian’s  perform ance, g regory .w.gro up w ould contact Capital
Guardian about the possibility of them changing to a performance based fee schedule.

Net of Fee and Market Performance Summary

This report indicates performance of the Fund, for periods ending March 31, 2007, for each portfolio,
net of fees, co mpa ring ac tual retu rns ver sus ea ch m anag er's ben chm ark.  The results for the last quarter
for each portfolio manager are as follows:

H&W Large-Cap, 1.51% vs. 1.24%; Goldman Sachs, 0.11% vs. 1.19%; Aletheia, 1.54% vs. 1.19%;
Chase, 0.95% vs. 1.19%; Sawgrass, 1.29% vs. 1.19%; Advisory, 2.69% vs. 1.28%; EPOCH, 2.20% vs.
1.28%; AJO, 5.10% vs. 4.38%; Wellington, 3.60% vs. 4.38%; Frontier, 6.75% vs. 4.38%; H&W Mid-
Cap, 2.29% vs. 4.38%; Shapiro, 8.50% vs. 1.95%; Tocqueville, 5.42% vs. 1.95%; Smith, 3.12% vs. 1.
95%; Capital Guardian, 3.06% vs. 4.15%; Causeway, 2.85% vs. 4.15%; Brandes, 3.54% vs. 4.15%;
Thornburg, 3.06% vs. 4.15%; Hoisington, 0.28% vs. 1.50%; Loomis Sayles, 1.79% vs. 1.50%; Lord
Abbe tt, 1.64% vs. 1.50%; M acKay Shields, 1.42% vs. 1.50%; PIMCO, 1.54% vs. 1.50%; Standish,
1.70% vs. 1.50%; Stephens, 1.63% vs. 1.50% and OTRS Cash, 1.33% vs. 1.27%.

Total Fund performance is as follows: Month of March 2007, 1.07% vs. 0.98%; last quarter, 2.74% vs.
1.00%; 1-year, 10.69% vs. 9.77%; 3-years, 10.92% vs. 10.19%; 5-years, 10.20% vs. 9.39%; and since
inception, 10.68% vs. 11.07%. (Returns over one year are annualized.) 

Manager Status Summary - Update/Change

This report gives the status of each investment manager, i.e. in “Compliance”, on “Alert”, and on
“Notice”, which could be caused by performance or organizational issues.  There is one manager on
“Notice”, five managers on “Alert”, with all other managers in “Compliance”.

The Chairman asked Mr. Puckett for his reports.
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TRS INVESTMENT REPORTS

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

Portfolio Distribution

The total market va lue of the  portfolio  was $9,165,039,146.96  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 Short-Term cash was 0.46 basis points, the three-month return was
1.33% , and th e trailing  twelv e-mo nth retu rn wa s 5.38.  

Book Value to Market Value Comparison

This lists equity holdings where the market value has fallen at least 20% be low cos t, along w ith
securities that have been removed from the previous month's report due to appreciation in value or
having been sold.

Domestic Equity Commissions Recaptured, Period Ending FEBRUARY  2007

Total recaptured commissions for the month was $34,010, total commissions paid was $379,733,
with a net cost per share of $0.027 and year-to-date net cost per share of $0.028. Fiscal year-to-date,
recaptured commissions total $348,121 on $3,471,798 in paid commissions.

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 shows last year’s and this year’s earnings on securities lent and the lendable balance,
including the market value and gross returns.

Update on Conversion to JP Morgan

Mr. Puckett and Mr. Ezzell reported to the Board concerning the ongoing conversion to JP Morgan.
Both stated the conversion is taking longer than anticipated.

The Chairman asked for another update at the next Board meeting.

Renewal of Investment Manager Contracts

The Chairman stated the Investment Committee is recommending renewal of the following manager
contracts:  Aletheia Research & Management; Chase Investment Counsel; Sawgrass Asset
Management; Frontier Capital; and Loomis, Sayles & Company.

Investment Committee Recommendation Approved

The Chairm an aske d for a poll of the  Board.  Th e Investm ent Committee recommendation was
approved by Mr. DeM uth; Dr. Kirkpatrick; Ms. Barnes; Mr. Roper; Ms. Conway; Mr. Neptune; Mr. Smith;
Mr. Simpson; Mr. Gorman; Ms. Minton; and Chairman Palluconi responding yes.
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Causeway Capital Management Ownership Issue

Mr. Puckett re ferred the B oard to the letter in their packet from Causeway, and stated the purchase
of shares by two of Causeway’s principles does not constitute a change in owners or in control.

Private Equity Investment Review

During the Investm ent Com mittee meeting, gregory.w.group presented materials concerning
investing in private equity.  Part of this report covered the RFP that was issued during the Fall of 2006
for the possibility of investing in private equity.

Review of Potential Sudan/Iran Divestiture Issues

gregory.w.group gave the Investment Committee information concerning divestiture issues about
investments/investing in Sudan and Iran.

INTERNAL AUDITOR’S REPORT
COST OF LIVING ADJUSTMENT AND SUMMARY OF PRIOR FINDINGS

Kara Johnson, TR S Intern al Aud itor, referre d the B oard to  section  3 in their b inders  stating  this aud it
involves COL A adju stme nts an d also re ported  on the s umm ary of pr ior aud it finding s.  Ms. Johnson gave
the Board a brief report on what the audit entailed and also gave an update  on the find ings from  audits
previously performed.

After discussion, the Chairman called for a motion from the Board to accept and ap prove  the audit
report.

Internal Auditor’s Report Approved

 A motion w as made  by Mr. DeM uth with a seco nd being m ade by Dr. Kirkp atrick for approval of
the interna l audit  report.  The motion carried by Mr. Gorman; Mr. Simpson; Mr. Smith; Mr. Neptune; Ms.
Conway; Mr. Roper; Ms. Barnes; Dr. Kirkpatrick; M r. DeMuth; and Chairman Palluconi responding yes.
(Ms. Minton left prior to the poll of the Board, for the day.)

DISASTER RECOVERY PLAN

Mr. Beavers stated a c orrected version of the Disaster Recovery Plan was on the table before the
Board.  Mr. Beavers gave the Board a detailed overview of the Disaster Recovery Plan, which includes
recovering from a minor disaster, not being able to access data for a couple of hours, up to a major
disaster, loss of the entire facility.  He also said the Plan would be reviewed from time to time and
updated as necessary.

The Chairman asked for a motion to accept and approve the Disaster Recovery Plan.

Motion to Approve Disaster Recovery Plan Carried

A motion was made by Dr. Kirkpatrick with a second being made by Ms. Conway to approve the
plan.  The motion ca rried by Mr. DeM uth; Dr. Kirkpatrick; Ms. Barn es; Mr. Roper; Ms . Conway ; Mr.
Neptune; Mr. Smith; Mr. Simpson; Mr. Gorman; and Chairman Palluconi responding yes.

The Chairman asked Mr. Beavers for his reports.

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

Mr. Beavers referred the Board to section 4 in their b inders  and m ade h is report, st ating h e would
be glad to answer any questions.
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Motion for Approval of Routine Items
and Adoption of the Executive Secretary Report Carried 

The Chairman asked for a motion from the Board.  A motion was made by Mr. N eptun e with a
second being made by Mr. Roper.   The motion carried by a unanimous voice vote.  Trustees responding
were: Mr. Gorm an; Mr. Simpso n; Mr. Smith; Mr. Ne ptune; Ms. C onway ; Mr. Roper; Ms. Barn es; Dr.
Kirkpatrick; Mr. DeMuth; and Chairman Palluconi.  The Reports are as follows:

Monthly Expenditures

Mon thly Expenditures consists of claims , receipts and claims for authorized expenditures,
retirement payroll, tax-de ferred ann uity withd rawals, p ayme nt to bene ficiaries of retired and active
members, persons withdrawing contributions and total dedicated revenue.

Receipts and Claims for Authorized Expenditures

Receipts  and Claims totaled $565,671.53 and may inc lude pay ments  for:  Board exp enses, TR S staff
travel,  communications, contingency, maintenance, insurance, rent, etc.; investment expenditures,
Social Security, and retirement payments.

Claims

Claims submitted for approval totaled $6,721.06.

Recommendations for Retirement

There w ere nine (9) d isability and 6 7 regular c ontracts filed  for retiremen t.

Disability Retirement as Provided by Social Security

There were six (6) disability applicants granted  either a continuation of ben efits or a new d isability
retiremen t, by TRS due to appro val of disability retirem ent throug h and b y the Socia l Security
Administration, as provided by 70 O.S. § 17-105.

Termination of Retirement Benefits

Monthly benefits were terminated for 107 members due to their deaths, and six (6) who returned
to teaching.

New Members

There were 331 new mem ber applications.  The list of new enrollments may be reviewed 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 $198,23 5.33.   (Ca n inclu de longevity  and su pplem ental p ayroll.)

Financial Statements

These reports cover the month of March 2007.

REPORT OF LEGAL COUNSEL
Litigation and Adm inistrative Matters

Mr. Kinney gave the Board a brief overview and update on current legal issues facing the Retirement
System.  He stated he would be glad to answer any questions the Board might have.
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TRS LEGISLATION

Mr. Beavers gave  the Board an updated list of legislation, and reported on current legislation being
proposed that may affect the Teachers’ Retirement System.   Mr. Bea vers also referred the Board to the
copy of the TRS Newsletter before them.

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 any new b usiness to  be brought before the Board, and there was
none.
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ADJOURNMENT

There being no further business before the Board, Chairman Matti Palluconi declared the meeting
adjourned at 2:42 p.m.  Trustees present at adjournme nt were as follow s: Mr. DeMu th; Dr. Kirkpatrick;
Ms. Barnes; Mr. Roper; Ms. Conway; Mr. Neptune; Mr. Smith; Mr. Simpson; Mr. Gorman; and Chairman
Palluc oni.

(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 - May 23, 2007

Investment Committee Meeting begins at   10:00 A.M.

Board Meeting begins at   1:30 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, Matti Palluconi

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 May 23, 2007.


