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GOVERNOR RUDY PERPICH
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SECRETARY OF STATE JOAN ANDERSON GROWE
ATTORNEY GENERAL HUBERT H. HUMPHREY il

EXECUTIVE DIRECTOR
HOWARD J. BICKER

STATE OF MINNESOTA

STATE BOARD OF INVESTMENT

Room 105, MEA Building
55 Sherburne Avenue
Saint Paul 65155
296-3328

MINUTES
STATE BOARD OF INVESTMENT

January 11, 1984

The State Board of Investment met on Wednesday, January 11,
1984 at 9:00 A.M. in Room 118 of the State Capitol. Governor
Rudy Perpich, Chair, State Auditor Arne H. Carlson, State
Treasurer Robert Mattson, Secretary of State Joan Anderson Growe
and Attorney General Hubert H. Humphrey III were present.

The minutes of the October 26, 1983 meeting were
unanimously approved.

Executive Director's Report

Howard Bicker, Executive Director, reviewed the investment
performance of the Basic Retirement Funds for the year ending
September 30, 1983. He reviewed a new proposed format for
reporting Board performance, noting that in the future
performance for the external managers would utilize an April 1,
1983 starting date. Mr. Bicker stated that the equity
performance had lagged in the 3rd gquarter and the performance
ranked 1% below the Merrill Lynch Bond 1Index due to the longer
maturity structure of the Board's portfolio. He noted that the
average maturity had been decreased in the last few years. Mr.
Bicker also reviewed the portfolio asset mix, the external equity
managers, and performance relative to various bogeys including
the CPI, the Merrill Lynch tax-exempt fund universe, and TUCS, a
tool to evaluate the performance of the aggressive equity
managers.

Mr. Bicker reported on the 1legislative proposal for a
constitutional amendment to change the investment restrictions of
the Permanent School Fund in order to increase the yield. The
Board will be informed of the bills progress.

AN EQUAL OPPORTUNITY EMPLOYER
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Mr. Carlson commended the new performance format. In
response to a question from Mr. Humphrey, Mr. Bicker responded
that the poor 3rd quarter performance of the stock market was due
in part to investor expectation of continued high interest rates.

Investment Advisory Council Report

Malcolm McDonald, representing the Investment Advisory
Council, summarized the recommendation of the Council's
Supplemental Report on Performance Measurement. He noted that
stock, bond, and cash management performance are readily
measurable, whereas alternative investments such as real estate
venture capital are difficult to evaluate, except on a
decade-by-decade basis. He reviewed the evaluation of external
equity managers, and stated it will be difficult to judge when to
sever and when to build relationships with the active external
managers. In response to a question from Mr. Carlson, Mr.
McDonald stated that the duration of the bond portfolio would not
exceed seven years under the current proposal.

Mr. McDonald stated that the performance goal for the
active managers is to exceed passive management by 2%. 1In
response to a question from Mr. Carlson, Mr. McDonald stated that
if the active managers cannot exceed passive management, the
Board should consider placing the remaining assets in the passive
portfolio. Mr. Carlson concurred. In response to a question
from Mr. Humphrey, Mr. Bicker stated that the phrase "above
average risk posture"™ means that the Board's higher equity
exposure has historically meant both a higher total rate of
return and higher portfolio volatility. He also stated that
through the use of conservative guidelines for the bond managers
and the addition of real estate as an inflation hedge, the total
portfolio volatility will be within acceptable 1limits for the
Basic Retirement Funds.

Mr. Donhowe stated that the asset mix adopted by the Board
is more risky in terms of the year to year variation of returns.
He stated that the Council recommends that the Board accept the
higher year to year wvolatility because the liabilities of the
retirement funds are long term, and over a full market cycle this
asset mix will result in higher total returns. He stated theat
some years will be very disappointing, while others will be very
rewarding. Mr. Donhowe, the Commissioner of Finance, stated that
the Board cannot beat its bogeys every year, but over the long
term the evidence is overwhelming that this is the way to meet
the State's obligation to the retirement funds. Mr. Bumphrey
expressed concern in view of a 1973-1974 scenario.

Guidelines For External Active Equity Managers

Mr. Bicker reviewed the proposed guidelines for reviewing
the external active equity managers.
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Venture Capital

Mr. Bicker reviewed the staff position paper on venture
capital. He stated that the Council had reviewed and approved
the report. In response to a question from Mr. Carlson, Mr.
Bicker reviewed the selection process for venture capital
managers. In response to a question from Ms. Growe, Mr. Bicker
stated he anticipates the Board will invest in five to six
venture capital funds at approximately $10 million each, and two
leveraged buyout funds at $15-20 million each in order to
diversify among partnerships while at the same time keeping the
total number manageable.

Northwest Venture Partners

Mr. Bicker recommended that the Board invest $10 million in
Northwest Venture Partners, a venture capital fund. Mr. McDonald
stated that the Council was impressed by the management of
Northwest and their extensive investment experience. He stated
the Council supports staff's recommendation. Mr. Carlson moved
approval. The motion passed unanimously.

Bond Manager Guidelines

Mr. Bicker outlined the proposed guidelines for the
retention of external bond managers. The guidelines were
approved by the Council. Mr. Bicker reviewed the search
schedule, and anticipated managers would be recommended to the
Board in the Spring. Ms. Growe moved approval. 1In response to a
question from Mr. Carlson, Mr. Bicker stated that the search
process would not be as time consuming as the equity manager
search due to the smaller number of managers. The motion was
unanimously approved.

External Managers Contracts

Ms. Growe moved extension of contracts for the active
external equity managers for a one year period. The motion
passed unanimously.

Legislation

Mr. Bicker reviewed the Revisor's Draft of the Board's 1984
legislative proposal. Ms. Growe moved approval. The motion
passed unanimously.

Investment Seminar

Mr. Bicker stated that the Third Annual Investment Seminar
will be held in late February/early March.
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Manager Updates

Mr. Bicker reviewed the updated reports on the
external equity managers based on recent interviews.

The meeting adjourned at 9:45 A.M.

Respectfully submitted,

%w*ﬂ B(F,dl'\/

Howard J. Bicker
Executive Director

active



10.

AGENDA
INVESTMENT ADVISORY COUNCIL
MEETING

Tuesday, March 6, 1984
7:30 A.M.
MEA Building Conference Room

41 Sherburne Avenue
Saint Paul

Approval of minutes of January 10, 1984 meeting
Executive Director's Report - H. Bicker
A. Quarterly Investment Review

1) Basic Retirement Funds

2) Post Retirement Fund and Other Investment Funds

B. Portfolio Statistics

Bond Manager Search Committee Update - C. McCann
H. Bicker
Appointment of new IAC members - H. Bicker
Real Estate Proposals - H. Bicker
Venture Capital Proposal - H. Bicker
Report of Winklevoss and Associates'
Study - G. Donhowe
Seminar - H. Bicker
Legislation - H. Bicker
Manager Update Interview - H. Bicker

TAB



MEMBERS OF THE BOARD:
GOVERNOR RUDY PERPICH
STATE AUDITOR ARNE H. CARLSON
STATE TREASURER ROBERT W. MATTSON
SECRETARY OF STATE JOAN ANDERSON GROWE
ATTORNEY GENERAL HUBERT H. HUMPHREY Hi

EXECUTIVE DIRECTOR
HOWARD J. BICKER

STATE OF MINNESOTA
STATE BOARD OF INVESTMENT

Room 105, MEA Building
55 Sherburne Avenue
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MINUTES
INVESTMENT ADVISORY COUNCIL

January 10, 1984

The Investment Advisory Council met on January 10, 1984 at
7:30 A.M. in the MEA Conference Room at 41 Sherburne Avenue, St.
Paul.

Members Present: Mitzi Malevich, Chair, Gordon Donhowe,
Paul Groschen, Kenneth Gudorf, Richard Hume,
Malcolm McDonald, Mike McLaren, Michael Rosen
Joseph Rukavina, Harvey Schmidt and
Ray Vecellio.

Members Absent: Phyllis Jones, Judith Mares.

Others Attending: Jeff Allers, John Allers, Richard Ennis,
Elton Erdahl, Debbie Feist, Paul Hayne,
Cliff McCann, Stan Peskar, Mike Troutman for
Judith Mares, and Elaine Voss.

The minutes of the October 25, 1983 meeting were
unanimously approved.

Executive Director's Report

Howard Bicker reviewed the new format for reporting
investment performance. Mr. Donhowe requested that quarterly
performance data be distributed to Council members as soon as it
is available. Mr. Bicker reviewed the performance of the
external equity managers and outlined the role of the TUCS
universe in evaluating the performance of aggressive equity
managers.

AN EQUAL OPPORTUNITY EMPLOYER

l Investment Staff: Howard Bicker, Jeff Bailey, Teresa Myers.
08
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Venture Capital

Mr. Bicker reviewed the staff paper on venture capital and
proposed that the Board invest $10 million in Northwest Venture
Partners. Mr. Donhowe supported the proposal, stating that
Northwest 1is one of the most experienced venture capital
partnerships in the market. In response to a question from Mr.
McLaren, Mr. Bicker stated that he anticipates a total of $50-70
million will be invested in five to seven venture capital
partnerships and $35-50 million in two leveraged buyout funds.
Mr. McLaren stated he had problems with the selection process.
He requested information on the other venture capital funds
reviewed by the staff and comparative information among funds.
Ms. Malevich stated that attractive venture capital funds are not
available on a regular basis, and the Board will have to examine
each one separately as it comes to market. Mr. Bicker stated
that in analyzing the funds, the staff will adhere to the
criteria and process outlined in the paper. In response to a
question from Mr. Ennis, Ms. Malevich stated the purpose of the
Council's review is to examine whether the staff has followed the
criteria and recommend on that basis that the Board accept or
reject the proposal. She stated that the Council cannot judge
each individual investment on its merits. Mr. Donhowe stated the
Council's role is to examine the staff's due diligence process,
provide additional information pertaining to a proposed
investment, and/or determine whether the investment met the
criteria. Mr. McLaren stated that the Council's recommendation
should be clearly stated to the Board. Mr. Donhowe stated that
approval of the venture capital paper 1is the fundamental
question, and staff's role is to perform the due diligence. At
the request of Mr. McDonald, Mr. Bicker reviewed the venture
capital selection process and criteria outlined in the staff
paper.

Mr. Donhowe moved that the Council report to the Board that
the Council interrogated the staff as to the due diligence
performed on the proposed venture capital investment and is
satisfied that staff did a thorough job. The motion passed
unanimously, with the exception of Mr. McLaren who abstained.
Mr. McDonald noted that there are only a limited number of firms
with the extensive experience and successful track record of
Northwest. Mr. Rosen concurred. Mr. McDonald moved the Council
support the subcommittee recommendation to accept the venture
capital paper. The motion passed unanimously.

Supplemental Report of Asset Mix Committee

Ms. Malevich outlined the subcommittee report on
performance objectives entitled "Supplemental Report of the Asset

Mix Committee: Performance Objectives. Mr. Rosen expressed
concern that the performance bogeys for the alternative
investments were too low. Mr. Bicker stated that the lack of

good historical return data on these investment classes makes



Page Three

performance evaluation difficult. Ms. Malevich noted there are
reasons other than anticipated rate of return, such as long term
growth potential or inflation hedge characteristics, for
including a particular asset class in the portfolio. Mr.
McDonald warned against unrealistic expectations. Mr. Gudorf
recommended that staff specify in the paper what measure will be
used for inflation. Mr. Troutman recommended that staff focus on
the total volatility of the bond portfolio. Mr. Vecellio moved
acceptance of the report. The motion passed unanimously.

Ms. Malevich announced that, as a result of her move to IDS
Advisory, she will leave the Council at the end of March. She
invited recommendations for new members to £fill the current
vacancies.

Guidelines To Review External Money Manager Performance

Mr. Bicker outlined proposed decision rules for altering
the allocation of assets to the external managers. Mr. Schmidt
moved approval. Mr. McCann recommended the title be changed from
"Decision Rules"™ to "Guidelines". The Council concurred. The
motion passed unanimously.

Guidelines For Bond Managers

Mr. Bicker reviewed the proposed guidelines for the
selection of external bond managers. Mr. Troutman stated that
the guidelines would lead to managers who are valuation oriented
as opposed to interest rate forecasters. Mr. Bicker agreed. Mr.
Bicker stated the committee would also 1look for significant
degrees of call protection.

External Equity Managers Contracts

Mr. Bicker reported that the contracts of the external
equity managers are up for renewal. He asked the Council's
opinion of manager requests to utilize options. The Council
concurred with the proposal. Mr. Bicker noted that the managers
will be closely monitored as to the impact of the use of options
on the portfolio beta. He stated that the equity managers were
hired to be aggressive, and must maintain their portfolio with
certain beta ranges in order to meet the Board's overall
investment strategy.

Legislation

Mr. Bicker reviewed the proposed legislation for the 1984
session. In response to a question from Ms. Malevich, he stated
that the retirement funds were in concurrence with the proposal
to commingle the bond portfolio.
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Investment Seminar

Mr. Bicker reported that the Third Annual Investment
Seminar will be held in late February/early March.

The meeting adjourned at 9:15 A.M.

Respectfully submitted,

%éwﬂ») .@(f{ﬂt I

Howard J. Bicker
Executive Director
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MINNESOTA STATE BOARD OF INVESTMENT

QUARTERLY INVESTMENT REVIEW

BASIC RETIREMENT FUNDS

December 31, 1983



MINNESOTA STATE BOARD OF INVESTMENT
BASIC RETIREMENT FUNDS

Fourth Quarter

ASSETS

fourth quarter.

Summary

1983

The Basic Retirement Funds rose 1.0% in market value during the

This increase occurred despite the weak total fund

investment return earned on the Basic Funds' assets. The rise was
attributable primarily to the strong cash inflows, in the form of
contributions, which took place during the quarter. The end-of-period
market values of the Basic Funds' assets over the past five years are
displayed below:

1979
1980
1981
1982
1983

1Q
2Q
3Q
4Q

Percent Change
from Previous Period

Market

$1,627 +
1,962 +
2,148 +
2,806 +
2,944 +
3,145 +
3,098 -
3,129 +

16.5%

20.6
9.5

30.6
4.9
6.8
1.5
1.0
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INVESTMENT RETURNS

The Basic Retirement Funds' assets produced an investment total
rate of return of 0.3% during the fourth quarter. For the second
consecutive quarter, total fund returns were negatively impacted by
the continuing retreat of common stock prices. However, unlike the
third quarter, when bond prices declined along with stock prices, the
Basic Funds benefited from a strong fourth quarter bond market. Segment
returns are presented below along with end-of-quarter asset mix. The
asset allocation numbers indicate a sizable increase in cash holdings
during the fourth quarter. However, this situation was a short-lived
occurrence caused primarily by a temporary increase in the index fund's
cash position as it completed a year-end sale program.

Asset Mix Total Return

9/30/83 12/31/83 Fourth Quarter

Common Stocks 60.4% 56.7% - 0.9%
Bonds 30.2 28.5 2.3
Cash 5.6 10.9 2.5
Alternative Equity

Assets 3.8 3.9 2.5

EQUITY PERFORMANCE

Despite a second consecutive negative quarter, the fourth quarter
was a far less inhospitable period for the Basic Retirement Funds active
equity managers than was the third quarter. In aggregate, the managers
performed roughly in line with the market during a period of continued
declining share prices. Over half of the managers outperfgrmed the market,
led once again by Beutel Goodman and its low P/E, value oriented investment
style. Two managers, Herbert R. Smith and Trustge & Investors, continued
to significantly underperform in the falling equity mquet. The aggregate
external manager portfolio changed little from the third quarter. Over-
weightings continue in the Financial, Technology aqd Transportation
sectors, while Energy and Utilities remain underwe1ghted.. During the
fourth quarter, the SBI's passive manager, Wilshire Associates, began
jts index fund construction process, with completion expected by early
February.
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Total Portfolio Returns
Fourth Quarter Since Inception
1983 3/1/83
Fred Alger - 0.8% 11.6%
Alliance Capital - 0.3 5.7
Beutel Goodman 3.4 14.8
Forstmann Leff - 0.5 11.1
Hellman Jordan - 0.8 0.8
IDS - 0.5 8.3
Investment Advisers 1.3 8.3
Loomis Sayles - 1.8 - 1.2
Siebel Capital - 1.7 7.1
Herbert R. Smith - 5.0 - 6.9
Trustee & Investors - 3.8 2.1
Total - External Active
Managers - 1.0 5.5

o
~
=
=

Wilshire Associates* -

Wilshire 5000 -
S&P 500

[« X
f -]
—
(82

*Index fund under construction

BOND PERFORMANCE

The Basic Retirement Funds' fixed income portfolio outperformed the
Merrill Lynch Master Bond Index during the fourth quarter primarily due to
its longer maturity structure. The Basic Funds' portfolio benefited from
the improvement in bond prices to a greater degree than did the market as
a whole. The bond portfolio remains concentrated in U.S. Government and
utility issues. Its maturity at year-end was 14.4 years versus 9.9 years
for the Merrill Lynch Master Bond Index.

Total Portfolio Returns

Year Ending

Fourth Quarter Fourth Quarter
1983 _ 1983
Basic Retirement Funds
Bond Return 2.3% 9.3%
Merrill Lynch Master
Bond Index 1.5 7.8
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FIGURE 1

BASIC RETIREMENT FUNDS
ASSET GROWTH

1000

12/79 12/80 12/81 12/82 12/83

BEGINNING VALUE PLUS NET CONTRIBUTIONS ---
TOTAL PORTFOLIO MARKET VALUE —

PERIOD ENDING
12/79 12/80 12/81 12/82 12/31/83
BEGINNING VALUE 1397.0 1627.1 1962.0 2148.8 2806.2

NET CONTRIBUTIONS 103.5 122.7 114.9 91.0 40.0
INVESTMENT RETURN 126.6 212.2 71.9 566.4 282.8
ENDING VALUE 1627.1 1962.0 2148.8 2806.2 3129.0

(MILLIONS OF DOLLARS)



FIGURE 2
BASIC RETIREMENT FUNDS

ASSET MIX
PERCENT OF MARKET VALUE
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PERFORMANCE OF CAPITAL MARKETS
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FIGURE 4
BASIC RETIREMENT FUNDS
FUNDS’ RETURNS LESS PERFORMANCE STANDARDS
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EQUITY MANAGER PORTFOLIO STATISTICS GLOSSARY

In the following pages, summary descriptions of the individual
equity managers' investment philosophy, risk characteristics and
performance data, are presented. Some of the risk statistics are
technical in nature. This glossary is designed to aid in
understanding the terms that are introduced.

$# of Stocks - number of different issues held in the
manager's stock portfolio.

$ of Equity - percent of the manager's total portfolio
invested in common and preferred stocks and
convertible securities.

Yield - indicated annual dividend of the manager's
stock portfolio divided by the market value
of the manager's stock portfolio.

P/E - weighted average price per share of the
managers' common stock portfolio divided by
the weighted average trailing four quarter
earnings per share of the manager's common
stock portfolio.

Market Volatility - degree to which the returns on the
manager's stock portfolio are sensitive to
movements in the stock market's return. By
definition the market has a market
volatility measure (referred to as beta) of
1.0. Portfolios with values greater (less)
than 1.0 have above (below) average
sensitivity to market moves. The SBI's
managers are required, over the long-term
to hold portfolios with market volatility
levels above 1.10. This measure does not
include the impact of cash holdings on
total portfolio volatility.

Diversification - extent to which a manager's equity holdings
statistically resemble the stock market.
Low (high) diversification portfolios will
experience returns which are not well (are
well) correlated with those of the market.
By definition, the market has a
diversification measure of 1.0. The less a
portfolio is diversified, the lower will be
its diversification measure (referred to as
R-squared). The SBI's managers are
required, over the long-term, to hold
portfolios with diversification levels less
than .85.



Portfolio Risk
Orientation

Price Variability

Earnings Variability

Firm Success

Size

- the riskiness of a portfolio can be

expressed in terms of its market volatility

and diversification. A complementary
approach is to break down a portfolio's
risk into sensitivity to wvarious

fundamental factors. These factors, six of
which are used in this analysis, are
related to various balance sheet, income
statement and securities data on the stocks
which make up a manager's portfolio. The
sensitivity of a manager's portfolio to
these factors is rated relative to the the
stock market's sensitivity. Thus, the term
++ (--) indicates that a portfolio has a
relatively very high (low) exposure to the
factor. A + (-) indicates an above (below)
average exposure. A 0 indicates no
exposure.

- risk related to the historical variability

of the prices of stocks in the portfolio.
The more variable are the portfolio's
securities' prices, the more risky is the
portfolio. Items such as current stock
price, twelve month price range, trading
volume, and beta make up this measure.

- risk related to the variability of the

earnings of those companies owned in the
manager's portfolio. The more variable are
the companies' earnings, the more risky is
the portfolio. Items such as variance of
accounting earnings, variance of cash flow,
occurrence of extraordinary accounting
items, and the correlation of companies'
earnings with U.S. corporate earnings make
up this measure.

- risk related to the extent to which the

earnings of companies owned by the
portfolio have been recently low or
negative. The poorer have been companies'
earnings, the riskier 1is the portfolio.
Items including return on equity, earnings
growth, book/price ratio, dividend cuts,
and tax rate make up this measure.

- risk related to the size and maturity of

the companies held in the portfolio. The
smaller and younger the companies, the more
risky is the portfolio. Items such as
total assets, market capitalization, gross
plant/book value ratio, and company age
make up this measure.

-2-



Growth

Financial Leverage

Industry Sector

Overweightings

Industry Sector
Underweightings

TUCS Median

- risk related to the growth orientation of

companies owned by the manager. The more
growth-oriented are the companies, the
riskier is the portfolio. Items such as
dividend yield, E/P ratio, and growth in
total assets make up this measure.

risk related to the extent to which
companies held in the portfolio have used
debt to finance their operations. The more
leveraged are the companies, the riskier is
the portfolio. Items such as debt/asset
ratio, current asset/current 1liability
ratio, and uncovered fixed charges make up
this ratio.

those sectors of the economy in which the
manager has invested a significantly larger
percentage of the portfolio than is
represented by the stock market.

those sectors of the economy in which the
manager has invested a significantly
smaller percentage of the portfolio than is
represented by the stock market.

the median fund within a subsample of the
TUCS universe restricted to aggressive
equity managers. The TUCS universe is a
universe of over 4000 portfolios custodied
by over 30 major banks. For purposes of
the SBI's analysis out of the universe have
been selected a subsample which includes
only those equity managers with risk
characteristics (market volatility and
diversification) similar to those of the
SBI's managers. This provides a group of
funds against which valid performance
comparisons can be made.



SECTORS

Carital Goods

Consuser Durahles

Consuser Nondurables

Enerdy

Financial

Materials § Services

Technology

Transeortation

Utilities

Cosrosite External
Nanasers

Index Fund Manader

Comrosite A1l Rasic
Nanaders

STAFF COMMENTS?

BASIC RETIREMENT FUNDS
COMPOSITE EQUITY MANAGER DATA

12,31 /83

SECTAR WFTRHTINRS

WFIRHTING
All RASTC MANARFRS
COMPOSTTF
6.82
7.1
4.1
1.1
9.2
11,8
17.8

3.0

100.02

CIIRRENT PORTFM IN STATISTICS

WFTRHTING
EXTFRNAL MANARFR WFIGHTING
COMPASTTE INDEY FUINR
6,01 7.17
8.3 4.6
23.3 24,5
34 18.4
12,2 8.1
15.2 10.1
23.8 15.4
6.4 1.7
3.4 10.2
100.01 100.01
¢ OF 4
STOCKS  EQUITY YIFID  P/F
269 862 2,97 162
356 1007 477 W
868 957 1.8 N

HKY

UURA

1.7

1.00

1.04

Prire
RIVFRSFN Var,
91 4
09“ -
97 0

WFTRHTING
WII SHIRF 5000

5.67

24.0

14.4

9.4

12.1

18.3

PORTFO TN RTSK NRIFNTATION

Earn. Firm Fin,
Var, Siuerpes Size  Rrauth [ever.
4 0 + + 0
- 0 - - 0
0 0 - 0 0

The eouity market srndured a -1.17 total rate of return during the fourth auartersy as seacured hy the Wilshire

5000,

The fourth auarter saw 3 continuation of the decline
and which brought the Wilchire 5000‘s total return over the lact half of 1983 to -2.0%.

in cosenn stock prices whirh bedan in the third avarter

Far all of 1983, the index’s

total return was 23.4%y a fidure that serves tn hidhlight the strond firct half 1983 eauitu sarket relative to the

weak second half.



For the second consecutive ouarters larde caritalizations low srowths low heta stocks outeerfarmed smaller
caritalization» hidgh drowthy high beta issues. The market continued its shift in perforsance toward deer curlicals
basic industry companies and awau froa consuser and technolndy fires, This trend is evidencerd hu the continued
underperforsance of the NASPAR index (down é.1% durind the ouarter) versus the Now Jones Industrial Averade (e 3,3
over the auarter): As would he exrected under such circusstancesy the impact on addressive eauity managersy whn tend
to concentrate in smaller caritalizations drowth oriented stncksy was negative, The median addressive manaders as
seasured by 3 subsasrle of the TUCS universes denerated a3 -3.17 total return in the fourth euarter. Alen of interest
is the fact that even the first auartile addressive manader was ahle to muster onlu a -0,2Y return, Over the last two
auartersy the sedian addressive manader has produced 2 -R.17 total return. ([learlus it has heen 3 difficult second
half for active eauity manzdesent,

In addredates the Basic Retirement Funds’ active eauity managers’ resultc cospare favershlu with thnee of the
TUCS addressive sameler -1.0Y versus -3,1%7,  Furthers the Basic Funds’ wmanaders roughly satched the return on the
aarket during the quartery 3 difficult feat for addressive manaders in 2 doun market. On an individua] basisr the
Basic Funds’ manaders’ returns were aixed and widelu dispersed. Reute] fnndman adain produced the best resulisy as
its low P/Fy value oriented investment arproach led it tn focus on the strondlu perfareing industrial rurlical storks.
Nanaders with a sizahle drowth hiasy earticularly in the Technnlodu certors sich as Herhert R. Seith and Trustes §
Investorsy continued to rerfore eoorly,

During the fourth ouartersy in addredates the Rasic Retirement Funds’ active manadars atteseted tn take advantade
of the economic cucle’s maturation, The wmanaders reduced their Consuser Nondurahles and Financial sertor pocitions
slightly and increased their hnldinds in Carital Gonder Materiale 3 Serviees (particularlys hasic industriec)y and
URilities. Howevers the eanaders remain overweighted in Financizly Technolodws and Transeortation stocks and
underveighted in Enerdy and tilities, Portfolio market wvolatility (heta) was decreased durind the guarter. Asset
pix remained escentially unchanded,

The fourth auarter witnessed the initial canstruction of the Rasic Retirement Funds’ passive portfnlior manaded
by Wilshire Associates. Trading for the index fund bedan in Decesher and hu the end of the month over half of the
portfolio was in place. As desidneds the ispact of the index fund on the Racic Funds’ tatal eaiitu partfalin was to
increase its diversification. Comeletion of tradind in the index fund is experted hu ear}u Fehruary,



FIRM NANE?

PORTFOLIO MANAGER(S):

ACCOUNT HISTORY:

INVESTMENT PHILOSOPHY?

Fred Alder Mdnt
SR1 NGRS (Avd.)
TUCS MEDIAN

INDUSTRY SECTAR N

EXTERNAL EQUITIY MANAGER INFORMATION
Dereaher 31, 1983

Fred Alder Manasesent

Portfolio decisions are made by the fira's analusts,

Start-ur 3/1/83 $50.0 million

Fred Alder utilizes a3 wicroeconomic investaent approarchy emphasizing individual stork selection
rather than industry selection and/or market timind, The firm foruses primarilu on tun tures of
cosranies: Those currently underdoing a positive life cucle chander and those rreative
conpanies whose rroducts have high unit voluse drowth rates. Fred Alder expects these tuwn tures
of cospanies to be characterized bu substantially shove-consensus earninds dains and thuey strond
stock price rerformance, The firm’s decision-making structure is relatively uniaue in that
rortfolio selections are made by the firm’s highlu motivated drour of analusts, Fuxcerl on rare
occasionsy the fire mrintains 3 fully invested rosture.

CURRENT PORTFOLID STATISTICS

PORTFOLIN RISK ORIFNTATION

$ OF 2 MKT Price Earn., Firm Fin.

STOCKS  EOHITY YIEID P/E VDITY DIVFRSFN  Var, Var, Surress Size Growth Lever.

32 95% 2.6% 15.9 1.18 B9 + + 0 - 0 0

k] Bé 2.R 16.2 1.23 B3 + + 0 + 4 0

NA 92 NA M 127 79 + + - ++ + 0
VERWFIGHTINGS! Carital Gandes Consumer Durables» Materials 3 Servicess Technnledy

INDISTRY SECTOR UNDERWEIGHTINGS! Fimancial» Enerdus Transeortationy UHilities

Fred Alder Mant
SRI MG6R ABGREGATE
TUCS MEDIAN
WILSHIRE 5000
CP1 (Inflation)

STAFF COMNENTS:

PERFORMANCE
LATEST LAST SINCF
(UARTER THRFF QIARTFRS INCFPTION
-0.8% 8.6 11.6%
'1 . 1 4, & 6 . 0
-3.1 6.7 NA
-1.1 10.R 15.0
0.4 3.4 3.5

Fred Alder’s fourth auarter returns s)idhtly exceeded those of the eauity sarket and outeerfnrsed
samrles of other addressive eauity manaders (ac represented by the addredate SRT sanader ponl] and the
TUCS subsample median). Positive stock selection and an overweidhtind in the Carital fnnds sertor and
the strong rerformance nf its Technolody holdinds uere offset huy nedative selection in the Consumer
Nondyrables (in particulary health care) sector, Durined the auarters Alder redured itc market rick
expnsyre by decreasing the eauity portfolio’s relative market volatility (heta), Alder 3lan hrandht its
fundamental factor risk exposure more in line with that of the market. In terms of sector weidhtindss
Alder increased its Caprital Goods position to 3 sidnificant overueighting, Cash reserves were reduced
returning the portfolio to its usual fullu invested eosition. Over the last three auarterss Alder has
outeerformed both the addredate SRI manader pool and the TICS subsamele mediam but hac )added the
eonity market.



FIRM NAME: Allia

PORTFOLID MANARER

ACCOUNT RISTORY:

INVESTMENT PHILOSOPHY!

Alliance Capital
SRI MGRS (Avd.)
TUCS MEDTAN

INPUISTRY SECTOR OUFRWFIRHTINGS?

EXTFRNAL EQUITY MANARFR INFORMATTON
Dereaber 31, 1983

nce Carital Manadement (Minnearolis)
(8)} Alfred Harrison
John Koltes
3/1/83

Start-ue! $50.0 nillion

The Alliance Carital office susten emplous 3 amacroeconomic investsent approach, Inveatment.
stratedu is develored on tuo levels, Macroeconomic considerations are analuzed on 3 cent.ralized
hasis at the New York headauarters. Committeesy cosrosed of memhers from the redional and New
York officesy develor economic forecastss set asset allocation and industru weidhtindsy and
forsulate an elidihle list of attractive securities. Seecific stock selection is conducted at
the redional office level, The MNinnearolis office tends to forus on companies with favorashle
ratios of P/F to forecasted earninds drowth,

CURRENT PORTFOLIO STATISTICS

PORTFOLIO RISK ORIENTATION

$ 0OF y4 MKY Price Earn. Firm Fin.
STACKS  EQUITY YIFID P/E  VOLTY DRIVERSFN  Var, Var, Success Size Growth Lever,
(¥pls) 33 927 1.5 19.7 1.37 .81 ++ + - 0 + 0
3 86 2.8 16,2 1.23 83 + + 0 4 + 0
NA 92 NA M 1.7 79 +H + - 4+ 4 0

Consumer Durahlesy Consumer Nondurahless Technolodws Transeortation

INTISTRY SECTOR UNDERWFIGHTINGR: Carital Goodss Enerdws Financials Materials ! Servires» litilities

Alliance Carital
SRT MG6R ARGREGATE
TUCS METIAN

W11 SHIRE 5000

CFI (Inflation)

STAFF COMMENTS!

PERFRMANCE
LATFST LAST SINCF
MIARTFR THREF QHARTERS INCFPTION
(Mpls) -0.3% 3.5 5.7%
‘101 406 600
-3.1 6.7 NA
-101 IOCR 1500
0.4 3.4 1.5

Alliance Carital (Mpls.) outrerformed both the eauity market and samples of other addrescive equitu
sanaders in the fourth auarter based primarily on its surcessful stock selection and sidgnificant
overweidhtindg in the Transportation sector (in earticulars 3irlines), less surcessful stock selection
and overweidhtinds in the Consumer Nondurahles and Technolody sectar diluted the henefits of the
Trancportation haldinds for the portfolic.  Within its eauite rortfolior Alliance wes relativelv
inactiver essentially maintaining rocitions which were severely battered in the second auarter, The
firm slightly reduced its relative market vnlatility (beta). Fundamenta) factor risk was moved more 1n
line with that of the market. Tt also trimsed its Financial and Carita) Goeds positions and increased
its Consuser Purables holdinds, Over the last three auarters the firm has trailed the eauitu market and
samrles of other agdressive eauity manaders) due lardely to its very poor third euarter perforaance.



1

FTRM NANF!

PORTFOLTO MANARFR(S)!

ACTTMINT HISTORY!

INUFSTMENT PHTI NSAPHY

Reiite]l Gonrdaan

SRT MGRS (Avd.)
TIFS NFDTAN

INDISTRY SFLTNR NUFRUFTRHTTNRS!

FYTERHA FIUTTY MANARFR THFORMATION
Dorenher 31y 19R7

Beute]l Goondman Carital Manadement

Rohert MeFarland
Rirhard Andreus

Start-ue! 3/1/83 $50.0 aillion

Reite] Gnndsan utilizes 2 modifieds mirrnecanneir  investaent ctule. The firm concentrates an
stark selectinn hut is censitive tn the impact af marrascanomie fartars on the attrartivenscs nf
seorifie industries and rcnmpanies. Starke puprrhreed hw Reutel  Bondman  tend  tn he either
rospanies whnce stork erires are tnn lnw in ecnmrarisnn tn their tandihle hank value (as
ectinated by Reutel Gnndman analuste) nr comranies whnep starke pneapas lTow relative P/F/e #ruan
their investaent chararteristicre and fnrerasted earninds  dpauth, The firn denerallv remiing
fully inuvectede with rach encitinns ysyally  eeanlting fram an  immediate lark nf attrartive

investasnt. aseortunities,

CIIRRFNT PORTFOI TN STATTRTICS

PORTENL I RTGK NRTFNTATINAN

$0OF 1 MKT Prire  Farn. Firm Fin.
STACKS  FANTTY  YIAID P/F UMTY  DIUFRSFN Uar, Uar, Siereas Qize  Rrnuth | ever,
14 95Y 3.82 10.7 1.08 .78 + + 0 +4 0 +
34 Bé 2.8 14,2 1.73 .R1 + 4 0 + + 0
NA 92 NA NA 1.27 .79 4+ + - ++ 4 n

Papital finndes Materizle ! Servires: Transenrtation

INDUSTRY SECTNR INDIIFRUFTRHTINGS! Concumer Thiirahlese Fnerdus Terhnnlndue Hilities

Reutel Rnndman

SRT MRR ARRRFRATF

THCS MFDTAN
UTLSHIRE 5000
CPT (Inflation)

STAFF COMMFNTS!

PFRENRMANTF
LATFST )LAST SINCF
ANARTFR THRFF QUARTFRS TNCFPTTON
3.47 11.RY 14 .RY
'1;1 4‘6 AJ)
'311 Ab? NA
-1 10.R 159460
0.4 3.4 1.5
Fnr the eernnd conseriitive anartery Reutel Gnndman turned  1n an ymereccive perfnrmanres decpite 1bs

The firm c1amificantlu nuteerfarard hnth the erinty market
Reutel’s law P/Fv valus nryented jnvecstment ctule hac led Liw

f11)1u 1nvested erosition in a doun market.
and sasples nf nther addrecsive sanaders.
fira to fnruc on jndustrial rurliral stacks within the strapd eprfarming Capital Gonds and Materizls §
Services sectars, The composition nf Beutel’s sortfolin chanded 11ttle aver the auarters althnugh jte
overupidhtind in the Financial sertar uas eliminated. fiver the Jact three euarteres Reatel has ranked
3¢ the SR1’c tne perfarming manader, The firm’s returnc have niteared the eaintu market and plared well
within the first quartile of the TUES suhsamele.



FIRN NAME!

PORTFOLID MANAGERS(S)?

ACCOUNT HISTORY!

INVESTMENT PHILOSOPHY:

Forstaann Leff
SRI MGRS (Avd.)
TUCS MENTAN

INTMSTRY SECTOR OVERWFIGHTINGR!

INDUSTRY SECTOR U

Forsteann Lef?
SBI MGR AGGREGATE
TUCS MERTAN
WILSHIRE 5000

CPT (Inflation)

STAFF COMMENTS:

EXTERNAI NANARFR TNFORMATION
Deceaber 31, 1983

Forstaann Leff

Steva Reunolds
Richard ¥alton
Start-ue} 3/1/83 $50.0 nillion

Forstmann Leff uses a macroeconomic investment aeproachy forusing on industrs selection and
market tinind. The firs attemrts to identify social and economic factors impactind the
sarketrlace on 2 eurlical and secular hasis,  From this analusis the firs focuses on those
sectors that will be positively and nedatively affected by these forces. Stock selection 15 of
secondary importance to the firm.  Holdings tend to be concentrated in larder caritalization
institutional favorites. Forstaann Leff is an active market timer willind to sake sizahle asset
nix shifts at any point in the sarkel cucle,

CURRFNT PORTFOLIO STATISTICS

PORTFOLIN RISK ORIFNTATION

3 OF b4 MKT Price Earn, Firm Fin,

STOCKS  EQUITY YIFLD  P/F  VOLTY  NIVFRSFN Var, Var, Success Size Growth Lever.
39 81% 3,22 157 110 B4 0 + + -- 0 0
34 Bé 2.8 16,2 1.23 83 + + 0 + + 0
N §2 NA N 127 79 ++ + - ++ + 0

Concimer PBurahlesy Consumer Nondurahlesy Transeortation

NDFRWFIGHTINGS! Enerdyy Financials Materials % Servicesy Utilities

PERFORMANCE

LATFSY LAST SINCE
QUARTER THREF QUARTFRS INCEPTION
-0.5% 8.12 11.12
'lol ‘06 600
’3-1 607 "A
'l¢1 lO.R 1500

0.4 3.4 3.5

In the fourth auarters Forstaann leff’s returns slishtly exceeded thoce of the eauity market and samrles
of other addressive equity manaderc, The fira benefiled from an overweighting of the Consumer Durables
sector and from positive stork selection and an overweighting in the Transportation sector (in
particulars airlines)s but was hameered by the poor rerformance of ite Consuser Nondurables holdinds (1n
particulars health care), Durind the oeuarters Forstmann Leff added value by becoming more defensive.
The fira was a net liouidator of stockss increasing its cash reserves slightlu., At the same tise the
tirs lowered the relative market volatility (beta) and P/E of the eruity portfolio and increased its
yield and market caritalization. Furtherr Forstmann Lleff initiated a position in Utilities and
increased its Enerdy holdindsy while reducing its Consumer Nondurables position drasaticallu, Since the
secnnd auarters Forstmann Leff’s relative performance hac continued to imerove. While 1ts returnc styl]

trail those of the markets its performanre now  exreeds that of the addredate SRT aanader ponl and the
AR L et mandi e



EXTERNAI  MANARER INFORMATION

Decesher 31+ 1983
FIRM NAME: Hellman .Jordan Manadement
PORTFOLID MANAGER(S): Gerald Jnrdan
Edward Heubner
Start-ue! 3/1/83 $50.0 million

ACCOUNT HISTORY:

INVESTMENT PHILOSOPHY: Hellsan Jordan esplows 2 eandifiedy macroeconomic investaent aperoachsy focusind on lond-ters

Hellman Jordan
SBI MGRS (Avd.)
TUCS MEDIAN

prorrietarys hish drowth companies that it believes will he positivelu impacted bu the fire’s
forecasted economic scenarios. The firm attessts to identifu lond-ters trends in the eronomu and
develor investsent concepts related to these trends. Stock selection is considered to be of
secondary imrortance to successful asset mix and sector rotation decisions, Holdinds tend to be
concentrated in larde capitalizations high P/Es high drowths low yield issuec, While nnt an
active market timery the firm dops make sidnificant asaet mix maves dradua)lv pver the conrce of
the sarket cucle,

CURRFNT PORTFO IN STATISTICS

PORTFOLIN RISK ORIENTATION
$ OF I3 MKT Prire  FEarn. Firm Fin.
SYANKS  FQUITY  YIFLD P/F UMTY  DIVFRSFN  Var, Var, Surcecs Size Growth {ever.

2 s 5.3 12,5 1.23 84 0 +H + - 0 +
34 86 2.8 16.7 1.3 .83 + + 0 + + 0
NA 92 NA L LI 1Y 7 79 + + - 4+ + 0

INDUSTRY SECTOR MVERWFIGHTINGS: Consumer Nurablesy fonsumer Nondurahless Financiale litilities

INMISTRY SECTOR UNDFRWEIGHTINGS! Capital Goodse Enerdus Technolody

PERFORMANCE

LATFST LAST SINCE

OUARTFR THRFF QUARTFRS INCFPTTON
Hellaan Jordan -0.8% 1.7 0.82
SRI MGR AGGREGATE -1.1 4,4 4.0
TUCS MEDIAN -3 6.7 NA
WILSHIRE 5000 -1.1 10.R 15.0
CPI (Inflation) 0.6 3.4 3.5

STAFF COMMENTS?

Hellmar Jnrdan saintained itc defensive posture during the fourth auarters retainind ite sidnificantly
underinvested position in storks and its sizahle hond hnldinds, A= a resulty the firs outeerfaraed the
TUCS subsamele median and the addredate SBT manader ponl and matrhed the eauituy market’s peturn, An
overueighted position in the Consumer Nurahles  sertor  and <plections within the Fnerdv  and
Transeartation cectars added positively to perfarmance, On the other hande overweidhtinds 1n the
Fonsuser Nondurables and Financial sectors continued tn nedatively impact portfalin results, flver the
auarters Hellman reduced its cash reserves slightluy hut sidnifrantly increaced the vield and 1nwered
the P/E of the eauity sportfnlio. Hellman also redured its haldinds in the Consumer Nandurahles and
Transeortation sectors and initiated 2 position in the Enerdy sector. The firm also added sidnifirant)u
to its Utilities holdingsy buving severa)l of the new Rell iscuec. Far the Jatest three auarterss



EXTERNAL FOHTTY MANAGFR INFORMATION
Decenher 31y 1983

FIRM NAME: IDS Advisory
PORTFOLIO MANAGER(S): Peter Anderson
ACCOUNT HISTORY: Start-up! 3/1/83 $50.0 aillion

INVESTMENT PHILDSOPHY! INS emelous 2 macroeconomie investsent asproachy forusind on industr« selection and limited
parket timing, The firm attespts to identifu industries that will be positively and nedatively
inracted by forerasted hraad econnic trends.,  The firs actively ratates asond these affected
industries, IDS refers to its asset manadement apprnach as the Mual Investaent Ohiectivesy which
are cosrosed of an annual  income and total return tardets, INS believes that this aperoach
provides a huilt-in purchase and sale discieline that redures portfolio volatility and enhances
total returns, The Dual Dbdectives force a2 wsore defensive snsturs as markel prices rise (and
uields f311) and 3)lows for a more addressive stance 3s prices f3ll (and vields rise). The fire
tends to make mnderate asset alloration moves draduallu over a market cucle,

ClURRENT PORTFOLIO STATISTICS

PORTFOLIO RISK ORTENTATION

i 0F 4 MKT Price Earn, Fira Fin.
STONKS  EQUITY YIFLD P/E UDITY DIVFRSFN  Var, Var, Sucress Size Growth |ever.

IDS Advisory 36 891 3% 18,8 1.17 /85 + + - 0 0 +
SRI MBRS (Avd.) kL] Bs 2.8 162 1.23 83 + + 0 + + 0
TUCS MEDTAN NA 92 NA N 1277 79 +H + - + + 0

INDUSTRY SECTOR OVERNEIGHTINGS: Consumer Durahlesy Materials § Servicesy Technnladuy Transportation

INDUSTRY SECTOR UNDERWFIGHTINGS: Consumer Nondurahless Fnerdu

PERFORMANCE

LATFST LAST SINCF

QUARTER THRFF MIARTFRS INCEPTION
IDS Advisory -0.57 4,81 8.3%
SR MER AGBREGATF -1 4.4 8.0
TUCS ”EMN' '301 607 M
WILSHIRE %000 -1.1 10.8 15.0
CPI (Inflation) 0.4 3.4 1.5

STAFF COMMENTS! 1IDS slidhtlu outperforsed the eauitu market in the fourth aquarter as well as exresded the returns
produced by the addredate SRI manager pool and the TURS suhsasele median, While on 3 sector basis NS«
perforsance denerally matched that of the markets stock selection within the Financial sertor and
overweidghted Transrortation sector did add mardinally to results, On the other handy the fira's
Consuser Nondurahles and Fnerdw selections detracted slightls from perfarmance. fver the euarters IRS
reduced its cash reserves sodestlyy but at the same tise sidnificantly reduced the relative aarket
volatility (beta) and P/E and increased the wield of the eauitu portfolio, A sajor comsitment was made
to Utilitiesy positions were added to in the Capital Gonds and Consumer Mirables sectorss and holdinds
in the Consuser Nondurables and Technolosy sectors were sidnificantly scaled back. During the last
three auarterss IDS has outrerforsed the addredate SBI manader poo) and has roudhly satched TUCS



EXTERNAI EQUITY MANAGFR TNFORMATION
Deceaher 31, 1982

FIRM NAME: Investaent Advisers

PORTFOLID MANAGFR

ACCOUNT HISTORY:

(8): Kenneth Thorsen

Start-up! 3/1/83 $50.0 ai)lion

INVFSTMENT PHILOSOPHY: Investaent Advisers utilizes 2 eacroeconomic investaent stules with a relatively equal esrhasis

Investaent Advise
SBT MGRS (Avd.)
TUCS MENIAN

plared on asset allocations industry weidhtings and stock selection, Throush 3 romittee
structures the firm attespts to identify the economu’s position within the real economic and
credit curles, Rased upon this analusisy Investment Advisers rotates its portfolios amond
industries and investment characteristics, Stock selection focuses on the recommendations of
fundasenta] valuation and earninds anmentus sndels, Holdinds tend to be concentrated in Jarde
caritalization institutional favorites, The firm actively conducts market timing to take
advantade of cucliral aoves in the aarket,

CURRFNT PORTFOLIO STATISTICS
PORTFOLIO RISK ORTENTATION

$0F )4 MKT Price Earn. Fire Fin,
STOCKS  FOUITY YIFLD P/E VDITY  DIVFRSFN Var., VYar, Success Size 6Grouth lever,

re 39 89% 37 13,5 1,13 90 0 + + - 0 0
34 86 2.8 18,2 1,22 .83 + + 0 t + 0
NA 92 NA M L7 79 ++ + - + + 0

INDUISTRY SECTOR OUERWEIGHTTNGS: Consumer Durahless Financiale Trancpartation

INMISTRY SECTOR UINDERWFIGHTINGS: Fnerdys ltilities

Investaent Advise
SRT MGR ARSRERATF
TUCS MENTAN
WILSHIRE 5000

CPI (Inflation)

STAFF COMMENTS!

PERFARMANCE
LATFSY LAST SINCF
QUARTFR THRFF QUARTFRS INCFPTTON
rs 1,3 7.62 9.72
-1.1 4.4 4.0
'30, 607 ”A
-1.1 10.8 15.0
0.6 3.4 3.5

In the fnirrth auarters Investment Advicers sidnificantlu outeerfarsed hnth the enuity sarket and samples
of other addressive eauity manaders. The fire’c strond parforsance was lardelu attrihutahle tn encitive
stork selertinn within two overweidhted sectorsy Materiale 3 Services (in particulars paser and mrtale)
and Transeortatinn (in partictlary airlines), The firm’s relatively Jarder caritalizations lower drnuth
bias adain was beneficial to serformance in a down market, Purind the euarters Investment Advicers
increased its Financial holdinds considerably and trimsed its pasitions in the Consumer Nandurahlecs
Technolodys and Transeartation sectors. For the latest three auarterss the firm’s returns have trailed
the eauity markets but exceeded those of the TINS suhsamrle median and the addredate SRI manader enol.
The firm continues to maintain portfolio diversifiration levels in excess of SRI duidelines.



FIRM NANE: Loomi

PORTFOLIO MANAGER

ACCOUNT HISTORY:

INVFSTHFNT PHILOS

Lonais Saules
SRT MGRS (Avd,)
TUCS MERTAN

EXTERNAL FOUTTY NANARER TNFORMATINN
Decenher 31y 1981

s Savles & Co.

()}  Kenneth Heehner
Dennis Comer
Heriru Cook
Start-up! 3/1/83 $50.0 million

OPHY: The [oomis ordaniration emelous 3 warroeconneic investaent aperoach which fociees nn asset
allonation and industru weidhtinds. Based upnn its econnmic analucicy the firm ident)fiec thoce
industries and comeanies which are expected tn ewperience sidnifirant rurliral nr serylar
parninds dains, |nnmic tends tn nun companies  with hidh histnrieral earnynds drawths high ROF.
and aedinm caritalizatinn, The firm’s addepccjve funds’ partfnlin calartinns fnllne thnee of the
parent ordanizatinny til the addrescive funds will take amich mnre eoncentrated ensitines in
indistries and cnapaniec. The firm is nnt an artive market timery hut 3t will prle goderate aecet
nix moves gradually nver the market curle.

CHRRENT PORTFNI TN STATTSTICS
PARTFAL IO RISK NRYFNTATINN

$0F 3 MKT Prire  Farn. Firm Fir.
STNCLKS  FOUITY  YIFID  P/F VDITY  NTUFRSFN Uap, Uar., Siurrece Sisr  fircwth [ever.

19 B12 1.RZ  1R.0 1.3R J74 ++ ++ 0 O + 0
34 R4 2.8 14,2 1.3 .83 + + 0 + + 0
N& 92 NA NG 1,77 W79 ++ + - ++ + 0

INDHSTRY SFRTAR NUFRUFTIRHTINGS! (arital fnnrdss Nancuser Durshlesy Terhnnladuy Transeartation

INDISTRY SERTAR UINNFRUFTRHTINRS! Concumer Nondurahless Fnerdus Financialy Materiale § Servicesy Utilities

lnosis Saules

SRT MRR ARRRFRATF
TINS MFNIAN

WTI SHIRE 5000
CPT (Inflatinn}

STAFF COMMFNTS!

FFRFORMANCF

LATERT LASY STNCF
QUARTFR THRFF DHARTFRR INCFPTINN
-1.RY -1,42 -1.2%
=14 4,4 A0
-3.1 A&7 NA
=1.1 ' 10.R 15.0

0.4 3.4 1.5

Lonmic Saules made several sidnificant enrtfalin ad mistaents during the third auartar. Fruity epneire
uas redured from a fully invested encition tn 8127, Fanity enrtfalia relative market volat ity (heta)d
and P/F uere redyred fram their proviouslu far-ahnue averade levels, The portfolin’c exencire to cmalls
drouth nriented romranies uwae  alep  derrpaced. Inomic sraled hark 1te encrtions an the Tonaomer
Nondiyrahlesy Financials and Technnladu cectnrs and added tn 1t Cagifal Randder Mrlprials § Bopvica- O1n
epartirulary hasar indiustries)y and Transeortatinn hnidinds, Howevere manw nf theaw rhanew: arrirred
late in the anarler and were jncuffiriend tn erntert  adzinsl  the martet’c derline.  Fnr heth the poct
rerent ouarter and the last three ouartercs loomis hoe  urderserfrrmed  the eriate morket and the

addredate SRI manager panly althaudh the firm did exreed the serfarsance af the THPS cuheame Yo grdizrn 1o
oo Paiindh muinndan



EXTFRNAI FOUTTY MANAGFR TNFORMATION
Deresher 11y 1983

FIRN NAME: Siehe]l Capital Nanadement.

PORTFOLIO MANARFR

ACCOUNT HISTORY?

INVFSTNENT PHILOS

Siehe] Carital
SRT MRRS (Avd,)
TUCS MERTAN

(8)!  Kenneth Siehe)
Ronald Slean
Walter Harrison

Start-up! 3/3/83 $50.0 aillion

OPHY! Siehel earlnus a andifierds  micrnecanneic investaent stules coneentrating an stack aplectinne hut
alen concidering the effert of marroeconnmir factnre on the prasererts far ceerific inductries and
rospanies, The firm tends tn purchace storks of tun princirle tupes nf companiecl Firale
spasnned growth comsaniec devising new erodirte nr creating neuw mnrkets fnr nld eradicte which
will sidnifirantlu raice earninds drowth. Seconds lnu P/E eomeanies underdning 2 entontrallu
profitable redeplnupent of ascets. Siebel i a2 mnderate market Limery willind tn Altep accel aix
at. anu snint in the market ruple,

CHRRFNT PNRTFN} IN RTATISTICS

PORTFOL TN RTSK BRIFNTATION

$ OF 4 MKT Price  FEarn. Firm Fin,
STACKS  ENNTTY  YIFID  P/F VUNETY  RIUFRSFN Yar. Uar, Surrecs Size  Rrnuth 1 ever,

37 902 34T 17,4 114 AR + 0 f + 0 4
34 B4 2.8 162 1.73 A2 + + 0 + + o
NA 92 NA LI PV 79 ++ + - + + ]

INDUSTRY SECTOR OVERWFTRHTINRS: Finaneiale Terhnolodu

INDUSTRY SECTOR UNDFRWFTRHTTNAS! Capita) Gnndss Constmer Durahless Fnaerdur ltilities

Siebe] Carital
SRT MGR ARRRERATE
TICS MEDTAN
WILSHIRE 5000

CPI (Inflation)

STAFF NMMFNTS!

PERFNRMANCF

LATFST 1.AST STNCF
QUARTER THRFF QUARTFRE INCFRTTON
-1.7 1.RY 7.9%
-1 4.4 A0
'3;1 6.7 NA
-1.1 10.R 15.0

0.4 3.4 3.5

Qishal fasjtal undereerformsd hnth the eauitu market and the addpedate SRT manader enonly hut
outrerforsed the TINS suhsamele median in the fourth oenarter, Ponr stack selectinn in the Cnncuper
Nondiurahlesy Consumer Nurahles and Trancenrtatinn sertars  hameersd returns, Purind the guarter: Sishel
trismed positions in the Consimer Nondurahles and Transenrtatinn sectnrs and eliminated jts cmall Fnerdy
holdind. On the ather handy ensitions in the Materialse ¢t Gerviecps and Technalody cectnre weve
increased. fver the Jast threp puartersy Siehel’s enrifnlin has undereerforsrd hath the ety wocked
and samrles of other addressive enuituy sanaders, Siebe]l continnes to fail tn satiafu the SRI’« pisk
duidelines by saintainind diversification levels 1n euress of maximum cpecified Jevels,



FIRN NAME:

PORTFOLID MANARER(S)?

ACCOUNT HISTORY?

INVESTMENT PHTLOSNPHY:

Herbert R. Smith
SRI NGRS (Avd.)
TUCS MERTAN

INRUSTRY SECTOR OVERWFIRHTINGS!

EXTERNAL FOUITY NANARFR INFORMATION
Neresher 31+ 19R3

Herbert R. Saith

Herhert Smith
David Rachee

Start-up! 3/1/83 $50.0 aillion

Herhert R, Smith utilizes a wndified,
econonic and enlitical outlnnk and its

sacroeconnpic  investaent approach. The fire uses its

technical analusis of the marketelare to ectahljsh the
asset mix for its portfolins, The firm is an addressive market timers willind tn eake sjzahle
asset allocation anves at anu point in the sarket rucle, Althoudh asset 2llnratinn rereives the
fira’'s primary attentions the firm 2alan esphacizes stock selectinn. It ctork selertion is
predicated upon hoth fundamental and technical anzlusis of individual securitiec, Herhert Smith
searches for storks with attrartive relative P/F's and posjtive terhnical ratterns,

CIRRENT PORTFO! IN STATISTICS

PMRTFO! IN RISK ORIFNTATION

$0F 1 KT Price Farn. Fira Fin.
STOCKS  FQUITY YIEIR  P/F UMTY NIUFRSFN  Var, Var, Sucepse Sire  Grnuth lever,
60 802 2,41 189 1.13 .84 + + - 4+ + ]
34 84 2.8 16.2 1.73 83 + 4 0 + + 0
NA 92 NA L W) .79 + + - +4 + 0

Finanrialy Terhnnlodguwr Transeortation

INMISTRY SECTOR UNDFRUFIGHTINGS! Consumer Nurahlecy Fonsumer Nondurahless Fnerdur Materiale & Sepvieecy litilities

Herhert R, Saith
SRT MRR ARRRFRATF
TUCS MERIAN
WILSHIRE S000

CPI (Inflation)

STAFF COMMFNTS!

PERFNRMANCE

LATFST LAST SINCF
DUARTFR THRFF QIIARTERS INCEPTION
-5.07 - 7.3 - 492
=11 4.4 6.0
'301 607 "A
-1.1 10.R 15.0

0.4 3.4 3.5

Saith cidnifirantlu undereerforsed bnth the eanitu earket
and samrles of other addressive eausitx manaders, Saith’cs undereerformance was hrnad-haced and was
primarile 2 function of sonr ctock selection rather than sertnr chnicesy althnudh the fime's
overweighting in Technolngu alen eontinued tn adversely affect results, Holdinds in the averueidhted
Financial and Transeortation <ectors serformed welle however, The sortfolin’c contined seall
capitalizations high drouth orientation was a contributindg factor to eoor relative performance, Market.
timind alsn detracted from results as the firs increased its eauity expncure over the euarter to ROX
from 657, Durind the last three auartersy Seith’s returns continued to be far belaw thoce of the market
and sanrles of other addressive equitu sanaders.

For the third conserutive auartery Herhert R.



EXTERNAl EQUITY MANARFR TNFORMATION
Decesher 31, 1983

FIRN NAME: Trustee § Investors

PORTFOLTD MANARER(S)! Mason Klinck

Richard Welch

David Cook

ACCOUNT HISTORY: Start-use! 3/1/83 $50.0 sillion

INVESTHENT PHILOSOPHY! Trustes § Investors emelows a2 hidhlu discirlinedy sirroeconosic investeent approarhs emphasizind
stock selection rather than industry selection and/or sarket timind. The fira analuzes potential
purchase and sale candidates throush the use of cosruterized data bases which screen such
fundasental valuation parameters as pricer earnindss and halance sheet and incose statesent data.
Trustee § Investors searches fnr cospanies with unrerndnized assets or earninds» or cosranies
underdoing curliral or operationa) turnarounds. The firm maintains a fully invested position at

all times.
CURRFNT PORTFOLIN STATISTICS
PORTFOM IR RISK NRIFNTATION

$OF 1 KT Price Farn. Fira Fin.

STOCKS  FAUITY  YIELD P/F VUDITY  DIVFRSFN Var, Var. Success Size 6rowth Lever.
Trustee § Investors 44 992 2.87 18,0 1.25 .89 + 0 0 0 + +
SRI MARS (Avd,) 34 8é 2.R 16,2 1.23 +83 + + 0 + + 0
TUCS MEDJAN NA 92 NA M 1,77 79 44 + - +4 + 0

INDUSTRY SECTOR OVERWFIGHTINGS! Financialy Technolody

INDUSTRY SFCTOR UNMFRWFIGHTINGS! Carital Gnodss Consumer Murahlesy Consumer Nondurahless Enerdys Transeortations Utilities

PERFORMANCF

LATFSY LAST SINCE

QUARTFR THRFF QUARTFRS INCFPTION
Trustee 3 Investors -3.R7 1.8 2.2
SBT MGR ARGREGATF -1.1 4.4 6.0
TUCS MEDIAN -3.1 47 NA
WILSHIRE 5000 -1.4 10.8 15.0
CPI (Inflation) 0.4 3.4 3.5

STAFF COMMENTS! Trustee $ Tnvestors’ very sjzahle overweightind in Terhnnlodys 2 less drasatic everweidghting in the
Finanria) sectory and its fullu invested pnsition continued to be the primary factors underluind the
fira’s underrerforaance relative tn the market and other addressive eauitu sanaderc. The fira’s
Utilities holdinds also perfnrmed poarlu. Trustee’s sortfolio was Jittle chanded over the muartery as
the fira denerally preferred to hold positions that had suffered sidnificant declines in the erevious
ouarter, Holdinds in the Consumer Nondurahles sector were trimmed and Technnladu pocitions were
increased slightlyy however. Over the last three auartersy the fire’s eperfarsance has trailed that of
the enuitu market and other addressive equity managers, Trustee continues tn fail to meet the SRI'c
diversification risk duidelines.
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MINNESOTA STATE BOARD OF INVESTMENT

QUARTERLY INVESTMENT REVIEW

e POST RETIREMENT FUND

* SUPPLEMENTAL RETIREMENT FUND

(Income Share Account)

e SUPPLEMENTAL RETIREMENT FUND
(Growth Share Account)

* MINNESOTA VARIABLE ANNUITY FUND

* PERMANENT SCHOOL FUND

December 31, 1983



FIGURE 5
POST RETIREMENT FUND

ASSET MIX
MARKET VALUE

(End of Period Allocations)
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ASSET MIX
MARKET VALUE

(End of Period Allocations)

(Income Share Account)

FIGURE 6
SUPPLEMENTAL RETIREMENT FUND
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FIGURE 7

SUPPLEMENTAL RETIREMENT FUND
(Growth Share Account)

ASSET MIX
MARKET VALUE
(End of Period Allocations)
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FIGURE 8

MINNESOTA VARIABLE ANNUITY FUND

ASSET MIX

MARKET VALUE
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FIGURE 9

PERMANENT SCHOOL FUND

ASSET MIX
BOOK VALUE

(End of Period Allocations)
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TABLE 11

EQUITY MANAGER PERFORMANCE

12/31/83

Total Portfolio Returns

Last Last Since
Quarter Two Quarters Inception
Income Share Account
BMI Capital - 5.9% - 2.4% - 1.6%
Internal Manager - 0.2 8.0 9.5
Growth Share Account
Waddel1l & Reed - 5.0 14.6 14.7
Internal Manager - 2.0 5.3 7.8

Variable Annuity Fund

Norwest Bank - 4.9 8.2 12.7
Lieber & Company 1.8 11.5 12.2
Internal Manager - 1.9 6.3 9.3
Performance Standards
Wilshire 5000 - 1.1 10.8 15.0
S&P 500 0.4 11.4 15.5
TUCS Median - 3.1 6.7 NA
Inflation 0.6 3.4 3.5



EXTERNAL EQUITY NANAGER INFORMATION

Deceaber 31y 1983
FIRM NAME! BNI Carital
PORTFOLIO MANAGER(S):  James Awad
Jerose Rarone
ACCOUNT HISTORY: Start-ue! 3/1/83 $10.0 aillion

INVESTIENT PHILOSOPHY: BNI esrlows 3 microeconosic invesisent arproach) eephasizind individual stock selection rather
than industry selection and/or sarket timind, The fire focuses on two tures of cospanies!
First) siseerceived cospanies that are in the process of underdoindg dunaaic change that will
cause thea to rroduce materially higher earninds over the near-terar but whose sroseects are 35
vet unrecodnized by the sarketi  Secondr saall-to-medium sized coseanies that exhibit the
rotential for rarid future earninds drowth, This second tuese of cosrany dominates the BMI
portfolios, The fira tends to take sizable positions in a relativeluy few stocks, BN denerally
saintains a fulls invested posturer with any cash rositions a result of a lack of attractive
investaent orportunities.

CURRENT PORTFOLIO STATISTICS
PORTFOLI0 RISK ORTENTATION

$0F 4 T Price Earn, Fira Fin,
STOCKS EQUITY YIELD P/F  VOLTY DIVERSFN  Var,  Var, Success Size Growth Lever,

BMI Carital 21 982 2,21 24 1.9 +80 +H H - H 4 0
SBI MGRS (Avs.) 3 86 2.8 162 1.23 83 + + 0 + + 0
TUCS MEDIAN ] 72 ] WM 127 Y4 + + - ++ + 0

INDUSTRY SECTOR OVERWEIGHTINGS! Carital Goodsy Consumer Durablesy Materials $ Servicesy Technolosy

INDUSTRY SECTOR UNDERWEIGHTINGS: Enerdws Financialy Transeortations Utilities

PERFORMANCE

LATEST LAST STNCE

QUARTER THREE QUARTERS INCEPTION
BNI Carital -5.91 =2.41 ~1.6%
SBI MGR AGGREGATE -1.4 : 4.6 6.0
TUCS MEDIAN =3.1 8.7 L)
VILSHIRE 5000 -1.1 10.8 15.0
CPI (Inflation) 0.6 3.4 3.3

STAFF COMMENTS: BMI’'s fully invested rosition and broadly-based roor stock selectiony earticularly in the Consumer
Nondurables and Carital Goods sectorsy were primary contributors to the firs’s poor fourth euarter
perforsance. An overveighting in the Consumer Durables sector did add rositively to serforsance.
During the auarters BNT underrerformed both the eauity sarket and sasples of other assressive eauity
asnaders, Over this periody the firs reducred its Consuser Nondurables position and increaced its
holdings of Technolody stocks. For the last three euarterss RMI’s perforsance has consistentlu trailed
that of the equity sarket and other addressive eauity aanaders by considerahle sardins.



EXTERNAL FIRITTY MANARFR INFORMATION
Bereaher 31y 1983

FIRN NANE: Waddell 3 Reed Asset Manadgesent

PORTFOLIO MWANAGER(S): Henry Herraann

ACCOUNT HISTORY!: Start-ue! 3/1/83 $10.0 sillion

INVESTMENT PHTLOSOPHY! Waddel] 3 Reed» in its addressively mansded fundsy earlaus a microeconosic investeent arpraach,
While asset mix decisions are sade for 3)1 Waddel]l ! Reed funds at a commitier levely the
addressive funds focus on stock selection almost entirelus  Holdinds are concentrated in sesll
caritalization stocks with an orientation toward cuclical cnmpanies and  immature drowth
coaraniesy particularly technolodw comeanies, The Maddell 3§ Reed ordanization is an active
sarket timer willind to make sidnificant asset mix shifts at anu point in the market cucle.

CURRFNT PORTFOI ID STATISTICS

PORTFOL IN RISK ORIENTATION
$ OF 1 T Price Earn. Fira Fin,
STOCKS EQUITY YIELD P/F VOLTY  DIVERSFN  Var. Var. Success Size Growth Lever,

Haddel]l ¢ Reed 10 k3 2,57 17.2 1.34 N + 0 0 + 0 0
SBI MGRS (Avd.) 34 86 2.8 16.2 1.23 .83 + + 0 + + 0
TUCS WEDTAN NA 2 NA M L2 9 + + - + + 0

INMISTRY SFCTRR OWFRWFTRHTINGS! Caeita) Goodsy Consuser Nurahlesy Financials Technnlodu

INDUSTRY SECTOR UNDFRUFTGHTINGS: Consimer Nondurablesy Enerdus Materials § Servicesy Transrortations Utilities

PERFIRNANCE

LATEST LAST SINCF

QUARTFR THRFF QUARTFRS INCFPTION
Naddal] § Reed 5,01 14,81 .71
SBT W6R ARGREGATE -141 44 8.0
TUCS NEDIAN -3.1 . 8.7 A
W1 SHIRE 5000 -1.1 10,8 15,0
CPI (Inflation) 0.6 3.4 1.5

Staff Comsents! Durind the fourth euartery Wrddell § Reed assumed 2 defensive pocture by dramaticallu increasing its
cash reserves from 277 af the portfnlio at the end of the third auarter to 697 at year-end. The fire
similtaneously reduced the relative market wvolatility (heta) and P/F of its eantu portfolio and
increased its wield, Howevery these mainr eortfolio adiusteents occurred ton late in the auarter tn
prevent the fira froa underperfarming bnth the eauity earket and sanples of other addressive smsity
sanagers, Positive stock selertion within the overweighted Financial sertor was mare than offcet by the
poor rerforsance of Maddel] § Reed’s holdinds in the overueidhted Technnlogu and Carital Roods sertors,
Durind the auarters the firm increased its weidghtings in the [arital Gondsy Consumer Nurahlese and
Financial sectarsy assumind overweidghted eositions in earch, Conconitantluy the firm eliminated jic
positions in the Consumer Nondurables and Transportation sectors, Despite the firm’s poor fourth
euarter perforsances over the last three suartersy Waddell 3 Reed has ranked as one of the SRY’s tor



[

FIRN NAME:

PORTFOLI0 MWANAGER(S)?
ACCOUNT HISTORY: Start-uel

INVESTMENT PHILOSOPHY: Norwest utilizes 3 msodifieds sicroecormic investaent stule,

Norwest Bank
SBI MBRS (Avs.)
TUCS MEDIAN

INDUSTRY SECTOR OVERWEIGHTINGS:

EXTERNAL EQUTTY MANAGER INFORMATION
Decesber 31y 1983

Norwest Banks Minnearolis

Ronald Hoffaan

3/1/83 $10.0 aillion

The bank eerhasizes stock selection
in its addressively sanaded funds, althoush asset mix is set for all bank funds by 3 stratedy
cossitiee, The asdressive funds tend to focus on industries and comranies exeeriencind 3 drowing
share of GNPy develorind news hish growth productsy and which are positively influenced by
cuclical economic change,  This arproach leads to a concentration in saall caritalizations
eeerding drowthy and technolody companies, The bank is a moderate market timery willing to shift
asset aix at anu moint in the aarket cucle.

CURRENT PORTFOLIO STATISTICS

PORTFOLIO RISK ORTENTATION

$ OF 7 X7 Price Earn. Fire Fin,
STOCKS EQUITY VYIELD P/E VOLTY DIVERSFN  Var, Var. Success Size Growth Lever.
51 B3 1,92 19,0 1.3 .78 + + - + + 0
U 86 2.8 16,2 1.23 +83 + + 0 + + 0
NA 92 NA WM L2 79 H + - ++ + 0

Technolody

INDUSTRY SECTOR UNDERVEIGHTINGS! Carital Goodss Consuser Durahless Enerdys Financialy Materials § Services» Transeortations

WRilities
PERFORMANCE

LATEST LAST SINCE

QUARTER THREE QUARTERS INCEPTION
Noruest Bank -4,91 8.2 12.7%
SBI MBR ABGREGATE -1.1 4.4 8.0
TUCS MEDIAN ~3.1 87 NA
CPI (Inflation) 0.6 3.4 3.5

Staff Comments!

Norwest’s fourth auarter underrerforsance relative to the eauity market and other asgressive eauity
panaders uas lardely attributable to the roor perforaance of the bank’s holdinds in the Consumer
Nondurables sector and its massive overweighting of the Technolody sector. Partially offsetting these
nedative factors were sositive returns fros the bank’s relatively einor holdings in the Enerdu and
Transeortation sectors. Durind the auarters WNorwest sidnificantly reduced its prositions in both the
Financial and Materials § Services sectorsy assumind an underweighted sosition in each. Currentlys
Norvest’s single overweishted sector is Technologus where over half of the eauity portfolio’s market
value is invested, Over the Jast three auarterss the bank has outrerforsed both the ssdresate SBI

aanaser poo]l and the TUCS subsamrle sedian,  Howevers its wesk second half 1983 returns have brousht
Norwest’s three guarter rerforsance below that of the Wilshire 5000.



EXTERNAL EQUITY NANAGER INFORMATION
Decenher 31y 1983

FIRN NAME: Lieber 8 Co.

PORTFOLID MANAGER(S)! Nola Falcone
Steshen Lieber

ACCOUNT HISTORY: Start-ue! 3/1/83 $10.0 aillion

INVESTMENT PHILOSOPHY: Lieber § Co. seeks to identify investment concerts that are either currentlu profitahle or likely
to becose so in the near futurer uel whose prnserects are not reflected in the stock prices of the
coaranies associated with the concerts, The investsent concepts upon which the firs forices are
related to both aacroeconomic trends and seecific product develoements within particular
industries or coaranies, Stocks purchased bs Lieber tend to be those of well-manadeds hidh
drowth and high ROF, small-to-mediuva sized companies. The stocks may he undervalied duc ta the
failure of investors to fully recodnize either the wvalue of neuw products or a surressfil
turnaround situation. Particularly attractive to Lieher are small-to-medium <ired takenver
candidates. The firm denerally is fullu investedy with any cach positions the re<ult of a lack
of attractive investsent concerts,

CURRFNT PORTFOI 10 STATISTICS
PORTFOLI0 RISK ORTFNTATION

$ OF 7 T Price Earn. Firm Fin.
STOCKS  FEOMITY  YIFID  P/E VUOLYY RIVERSFN  Var,  Var, Success Size Growth lever,

Lisber § Co. 60 1007 2.8 12.9 1.24 82 + 0 - + t -
SBI M6RS (Avd.) 3 BS 2.8 16,2 1.23 .83 + + 0 + +
TUCS MERTAN NA 92 MA L2 79 + + - +H + 0

INDIISTRY SECTOR MWFRWEIGHTINRS: Carital Bondss Consumer Nondurahlesy Financials Naterials I Servicess Transeortation

INDISTRY SECTOR UNDFRWEIGHTINGS: Enerdyr Technoladuy Utilities

PERFORMANCE

LATFST LAST SINCE

QUARTER THRFF QUARTFRS INCEPTION
Lieber § Co. 1.82 ' 11,57 12.2%
SBI M6R AGGREGATE =14 4.4 6.0
TUCS MERIAN =3 6.7 NA
BILSHIRE 5000 -1.1 10.8 15.0
CPI (Inflation) 0.4 3.4 3.3

Staff Comments! Lieber’s fourth suarter returns exceeded both those of the eauity market and sasples of other addressive
eouity manatersy despite the firm’s fully invested position, Lisher’s pnsitive perfarsance was
broad-baseds but not earticularly extraordinare in anu one sector, Successfuyl individual stack
selections rather than sertor weightingsy wac the keu to Llieher’s superior fourth auarter results,
During the auartery Lieber made relatively few portfolie adiustments and none of ma.ior sidnificance.
Cumulatively over the last three auarters: Lisher has outeerforsed the addredate SRT manader ponl and
the sedian of the TICS subsasele and roushly aatched the eauitw sarket’s returny thus retaining its
ranking as one of the S5BI's tor rerforaing manaders,
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STATE OF MINNESOTA
TATE BOARD OF INVESTMENT

N
COMPOSITION OF STATE INVESTMENT PORTFOLIO BY TYPE OF INVESTMENT

December 31, 1983

(1) (1)
Cash and Bank and U.S. Gov't. Camadian (1) (2) Outside
U.5. Gov't, Corporate and Agency Governmental Corporate Common Money Alternative
Short-tern Short-term _Guarantees _ Qbligation Bonds Stocks Managers  Investments Total
Basic Retirement Funds
Teachers Retirement Fund $ 26,509,576 $ 75,536,926 $ 182,550, 297 $ 34,753,618 $154,871,221 § 545,240,103 $225,729,070 $ 43,220,773 $1,288,411,584
Z.NS 5. 6% 14.17% 2.70% 12.02% 42.32% 17.522 3.3 100%
Public Employees Ret. Fund $ 13,598,737 § 37,842,865 $§ 130,897,572 § 30,761,485 $135,465,250 $ 431,362, 359 $181,038,220 $ 42,168,998 $1,003,135,486
1,36% 3.17% 3.05% 3.0 % 13.50% 43, 18.05% 4.20! 1001
State Employees Ret. Fund $ 16,991,130 $ 37,550,532 § 81,145,033 $ 17,740,741 § 83,455,027 $ 261,730,774 $108,536,064 § 24,086,153 §$ 631,235,454
.69! 5.95 12.86% 2.81% 13.22% 4].46% 17.192 3.82 100
Public Employses Police &
Fire Fund $ 5,821,570 § 12,888,530 § 22,414,723 § 6,422,789 S 33,974,291 § 88,216,647 § 36,677,303 $ 9,080,456 § 215,456,309
.70% 5.96% 10.40% 2.98% 15.77% 40,95% 17.02% . 100%
Highway Patrol Ret. Fund $ -0- § 3,344,204 § 4,220,849 § 1,480,553 § 9,207,730 $ 20,476,246 $ 8,273,554 $§ 1,921,970 § 48,925,106
6.8 8.631 3.03% 18.82% 41.85% 16.91% 3.9 100%
Judges Retirement Fund H -0- § 249,795 § 229,291 § 98,749 § 561,067 $ 1,478,512 § 560,815 § -0- § 3,178,229
. 7.86% 7.21% 3.11% 17.65% 46.52% 17.65% 100%
Post Retirement Fund $ 53,498,592 $ 50,150,000 $ 546,661,123 $ 41,771,062 $408,059,346 $ 670,242,625 § -0- $ -0- $1,770,382,748
. B 30.88% 2.36% 23.05% 37.86% 100%
Minnesota Supplementa) Funds
Income Share Account 9,500,636 $ 200,000 $ 16, 232 982 $ 4 019 253 $ 22,910,921 $ 49,262,606 $ 9,979,545 $ -0- § 112,105,943
473 0.18% .59% 20.443% 43,942 8.90% 100%
Growth Share Account $ 14,091,809 $ 250,000 § -0- § - 3 -0- $ 27,608,877 $ 11,305,737 § -0- §¢ 53,256,423
26 .46% 0.47% 51.84% 21.23% 100%
Fixed Return Account $ 11,309,901 § 311,000 § 24, 965 78§ 3,272,927 $ 12, 837 107 § -0- $ -0- $ -0- § 52,69,713
.46% 0.59% .31 6.21% .5 100%
Bond Fund $ 159,120 $ -0- § 1,178,557 § -0- § 1,210,404 § -0- $ -0- $ -0- § 2,548,111
6.25% 46.251 47.50% 100%
Ninnesota Varfable Annuity $ 21,576,127 § 150,000 § -0- § -0- $ -0- $ 53,882,451 $ 22,064,673 § -0- § 97, 673 251
_ 22.09% 0.15% 55.17% 22.59%
Total Retirement Funds L057, 473, 1,010,49,20 s 62,552, J50T, LT84, !_Tﬁm
3.28% 4,142 19,142 2.66% 16.34% 40,72% 11.44% 10nT
Permanent School Fund $ 38,777,301 -0- § 180,574,714 § -0- $ 48,886,045 § 53,443,780 ¢ -0- % -0- ¢ 321.681.840
T2.05% 56.18Y 15.20% 16.61% 1002
Tressyrer's Cash $ 589,313,948 § 20,000,000 § -0- § -0- § -0- $ -0- § -0- % -0- § 609,313,948
96.72% 3.28% 100%
Transportation Funds $ 237, 206 945 § 81,655,971 § -0- § -0- § -0- H -0- $ -0- § -0- $ 318,942,916
401 25.60% 1003
State Building Funds $ 41,851,666 $ 3,924,633 § -0- § ~0- 3 -0- $ -0- $ -0- § -0- § 45,776,299
91.43% 8.57% 100%
Housing Fimance Agency $ 142,477,559 § 9,502,030 $ -0- § -0- § -0- $ -0- § -0- § -0- $ 151,979,589
93,75% 6.25% 100%
Minnesota Debt Service Fund $ 154,291,548 § 54,661,468 § -0- § -0- -0~ s -0- § -0- § -~0- § 208,953,016
73.84% 26.16% 100%
Miscellansous Accounts $ 50,565,481 $ 1,191,000 § 2,102,181 § -0- § -0- $ -0- § -0- § -0- § 53,858,662
93.891 2.21% 3.90% 1002
Taconite Area Env, Protectfon § 10,850,000 $ -0- § -0- -0- § -0- H -0- 3 -0- $ -0- §$ 10,850,000
100% 100%
N.E. Minnesots Protection $ 47,945,353 8 -0- -0- $ -0- $ -0- $ -0- -0- § =0- § 47,945,353
100% 100%
T atloes T s.s2g "16.931 1,995 12.93% "alz6s 8.57% 1.718 ioos

(1) A1l bonds are shown at awortized cost.
(2) A1Y stocks are shown at cost.



STATE OF MINNFSOTA
STATE BOARD OF INVESTMENT

NET CHANGE IN COMPOSTION OF FUNDS

For rperiod of

Necember 1y 1983 - December 31y 1983

Teachers Retirement Fund
Public Emrlovees Retirement Fund
State Emrlovees Retirement Fund
Public Emrloyees Police and Fire
Highway Fatrolmans Retirement Fund
Juddges Retirement Fund
Post Retirement Fund
Surrlementa)l Retirement Fund - Income
Surrlemental Retirement Fund - Growth
Surrlemental Retirement Fund - Fixed
Surrlemental Retirement Fund - Bond
Minnesota Variahle Annuity Fund

Total Retirement Funds

Neferred Comrensation
Trurnk Hidghway Fund
County State Aid Hidghwauy Fund
Municiral State Aid Street Fund
Invested Treasurers Cash Fund
Aeronautics Fund - 22
Taconite Area Environmental Frotection Funds
State Ruildingd Funds
Housing Finance Adency
Minnesots Neht Service Fund
N.F., Minrnesota FProtection
Miscellaneous Accounts

Total State Cash Accounts

Total

¢ 1,855,145
73+526
2+946+170
1+585,590
40,835

6»584
14,554,495
1,443,950
494,899
6099876
&5y227
416,910

$ 24,095,207

3 286+000
795069950
12,205,502
1,719,827
13996732962
(100,000)
415,000
(4+637+600)
14,286,143
(5+057+396)
(365+000)
$(22y376+655)

143,556,733

$167+651,940




TRANSACTION AND ASSET SUMMARY

RETIRENENT FUNDS
Net Transactions Asset Sumsary (at sarket)
Bonds Stocks Cash  Short-tem Bonds tauity Total
{000+000) (000,000) Total Flow X of Fund 1 of Fund 1 of Fund (000,000)
{at. parket)

Deceaber 1981 n 18 17 56 14,7 42,5 42.8 3456
January 1982 47 &5 112 42 12.7 43.2 4.1 3482
February 64 50 114 k1) 10.3 4.1 43.46 U3
Karch 5 38 63 47 9.7 46.3 44,0 3482
feril (47) 30 (17) 39 11.0 4.4 4.4 3509
Kay (49) 48 i b 11.8 43,7 4.5 577
June 13 I 86 93 12.0 2.4 45.4 3576
July (15 (5 (20) 59 13.9 42.8 43.3 3665
Ausust (1) (84) (100) kY 16.3 1.2 42.5 3951
Sertesber 38 (10) 48 &4 16,2 42,7 4.1 4088
Dctober 124 u”n 107 48 13.6 4.9 41.5 4413
Novesber 137 9 144 ) 11.0 47.0 4.0 4537
Beceaber (2 [ 4 45 11.7 46,6 41.7 4505
January 1983 (20) 2 (18) '} 12,8 45.0 42,2 45667
February (78) (502) (578) 26 25.2 3.4 .2 4770
Karch {270) 1098 828 47 8.7 37.2 54.1 4841
Arril (& N {13) 40 9.3 3.3 54.4 5084
Kay 52 59 111 ! 7.9 3.8 55.3 4996
June (19) i 16 83 9.0 .9 56.1 5177
July 47 154 201 47 6.1 35.2 58.7 5053
fusust 19 7 26 39 6.3 35.4 58.3 5077
Sertesber 22 (103) (81) 2 8.3 15.9 55.8 5202
Octaber 2 93 1) 51 7.5 5.8 56.7 5158
Novesber 18 (20) () 40 6.3 37.4 56.3 5275
Deceaber (1 2 21 47 5.7 .9 56.4 5262



STATE OF MINNESOTA
STATE BOARD OF INVESTMENT
Total Transactions
For Periods of

December 1y 1983 ~ Necembher 31y 1983

Purchases ) Sales
SHORT TERM $4,989,738,340.58 $728+4622+218,57
BONDS $ 33:420:767.,00 -0~
EQUITY $ 6R+6RAH»244.00 $A7+266:812.47



STATE OF MINNFSOTA
STATE ROARD OF INVESTMENT

Short-Term Furchases and Sales Summary

For Period
December 1y 1983 Through Jllecemher 31+

SHORT-TFRM PURCHASES
FUND

Teachers Retirement Fund $

Public Emrlouees Retirement Fund

State Emrlovers Retirement Fund

Publiec Emrlovees Folice & Fire Fund
Highway Patrolmen’s Retirement Fund
Juddes Retirement Fund

FOST Retirement Fund

MN Suerl, Ret. Fund-Income Share Account
MN Surpl., Ret. Fund-Growth Share Account
MN Sueepl. Ret. Fund-Fixed Return Account
MN Varijable Annuity Fund

FPermanent School Fund

Invested Treasurer’s Cash Fund
Municiral State Aid Street Fund

County State Aid Hidghway Fund

Trunk Hidghway Fund

Aeronautics Fund

MN State Ruildindg Fund

MN Debt Service Fund

Neferred Compensation Fundg

Rural Rehahilitation Fund

N.E. MN Protection

Housing Finance Adency

Srpecial Comrensation

Taconite Area Environmenta) Protection
Housindg Finance Srecial Fund

Housindg Finance Construction Loan

MN Surelemental Retirement Rond Fund
Housindg Finance Nevelorers Escrow
Environmental Fundg

Emerdency Interest Reraument Fund

TRAF - To Re Returned

PERA - To Be Returned
SERA -~ To Be Returned
PEPF -~ To Re Returned
HPAT - To BRe Returned

JRET - To Re Returned
Miscellaneous Funds

1983

12+512,637.00
A4¢876+375.00
2»1146,533.00
5+391+6461.00
209,334,.00
15,282.00

303+:827,000.00

53+4585000,00
26+253+,000.00
57+949,000.00
134+766+000.00
112+337,000.00

3»3B0s754,205.56

47+369+496.67
799515,222.22
8B6r606+950.00
700,000.00
156+076+602.78
136+991+437.50
3y167+000.00
900+,000.00
51+745,000.00
4993244767 .28
50,9240,000.00
23+990,000.00
18+484,000.00
49y250,000.00
P82,000.00
47294461,375.00
2+250+,000.00
260,490,111
19+520+996.67
12+494,000.00
15+591,000.00
1,867:,000.00
1+367,000.00
1,071,000.00
10y046,994.79




TOTAL PURCHASES $4,989,738,360.58

SHORT-TERM SALES

FUND
Invested Treasurer’s Cash Fund $28,598,347,22
Miscellaneous Funds 23+871.35
TOTAL SALES $78+622+218.57




STATE OF MINNESOTA - STATEF ROARD OF INVESTMENT
SUMMARY ANALYSIS OF COMMON STOCK FURCHASES ANN SALES

FROM 12/01/83 THROUGH 12/31/83

PURCHASES SALES
TRAF TEACHERS RETIREMENT FUND ¢ 7629247.20 $ -0-
PERA PUBLIC EMPLOYEFS RFT FUND 641,369.20 -0~
SERA STATE EMPLOYEES RET FUND 390,695.70 -0~
FEPF PUR-FMP POI ICE-FIRF FUND 132+,037.40 ~0-
HPAT HGWY FATROLMENS RFT FUND 24,249.30 -0~
JRET JUDGES RETIREMENT FUND 201,20 -0~
POST POST RET INVFSTMENT 51+367+509.47 38y784,393.,25
SRIN SUPPLEMENTAL RET-INCOME 32187,329.13 327465041 .19
SRGR SUPPLEMFNTAL RET-GROWTH 2y149+549.90 118,879.87
MUAR MINN VARIARLE ANNUITY 693261024.064 205,346, 21
PSCH FERMANENT SCHOOL FUNN 3»7035033.44 49412:152.15
TOTALS $68,6845246.00 $A7:266y812.67




l wmmmememe PIRCHASES

STATE OF NTHHFSAT
FOUTTY SFCURITIES TRAHSACTION SUMNARY
12/01/1983 THROUGH 123171983

SHARES COST

ALLIED BANCSHARES INC. ¢ 27.375 )

T 25850 17.337.50
tni;n 700 199425.00
450 12,487.50

VAR 3900 108225, 00

750 20,R12.50
ALL FUNDS 31650 878,287.50

DA HESS CORP. ( 29 )
) 10300 288+142.50

no 150 4919675
200 52595, 00

E 2350 719336, 25
4500 125,887.50

ALL FUNDS 17700  495,157.50
'mcm TEL, 8 TEL. { 61.5)

POST 0 0.00
ALL FUNDS 0 0.00
!LL 3 HOWELL €O, ( 24 )
0ST 0 0.00
‘:CO 0 0.00
CH 0 0.00
ALL FUNDS 0 0.00
!:’STBL-HYERS‘ COMPANY ( 42,95 )
ST 0 0.00
NCO 0 0.00
'SI‘H 0 0.00
ALL FUNDS 0 0.00

.t:sm GROUP ( 31.875 )
7 . 30400  B53,632.00
INCD

2150 404372, 00

450 18,252, 00

Es 1600 44,%928.00
2000 561160.00

ALL FUNDS 34800  1,033,344.00

lRDE FRIED CHICKEN ¢ 24.5 )
POST 0 0
NCO 0 0
CH 0 0.
ALL FUNDS 0 0
lREUELAND ELEC. ILLUM, ( 18,625 )
] 10000 181,800, 00

YAR] 25600 445,408.00
ALL FUNDS 35600 $47,208.00

COMDISCD INC, ( 19 )
R 900 92,542,49

BALES
COST/SHR  SHARES PROCFERS  PCRS/GHR  ORTA FNST  MNRT/SHR RATN NP I NCC
22.750 0 0.00  0.000 0.00  0.000 0.00
27.750 0 0.00  0.000 0.00  0.000 0.00
22,750 0 0.00  0.000 0.00  0.000 0.00
27.750 0 0.00  0.000 0.00  0.000 0.00
22.750 0 0.00  0.000 0.00  0.000 0.00
22,750 0 0.00  0.000 0.00 0,000 0.50
27,975 0 0.00 0,000 0.00  0.000 0.00
27,975 0 0.00 0,000 0.00  0.000 0.00
22.975 0 0.00  0.000 0.00  0.000 0.00
27.975 0 0.00 0,000 0.00  0.000 0 no
2,97 0 0.00 0,000 0.00  0.000 0.00
27.975 0 0.00  0.000 4.00  0.000 0.00
0.000 70000  4,433:902.07 43,313 4+218,740.06  60.248 213,161,94
0.000 70000  4,431,902,02 43,313 4,218,740.04 40,248 213,141,96
0.000 104200 2,532,792.14 23.849  2,474,991.00 23,305 57:801.14
0.000 8400 200,378,320  23.R49 195,742.00 23,305 4,544.30
0..000 8800 209,893,535 73,857 205,084.00 23,305 4,R09,55
0.000 123400 2,943,014.01 23.849 2,875,837.00 23,305 675177.01
0.000 42000  1,754.R07,47 41,781  1,858,500,00 44,250  -103,697.38
0.000 17900 747,880.17 41,784 715,904.50 39,995 31,975, 47
0.000 7000 1,128y087.40 41,781 1,075.793,75 17,974 102,793.45
0,000  “ 84900 3,4304770.19 41,781  3,599,498.75 41,422 319071.94
28.0R0 18400 G95.954,06 32,3289 402,540,820 32,748 -41404.74
28.080 0 0,00 0,000 0.00  0.000 0.00
28.080 0 0.00 0,000 0,00  0.000 0.00
28.0R0 0 0.00 0,000 0.00  0.000 5.00
28.0R0 0 0.00 0,000 0.00 0,000 0.00
28,080 18400 595,954.06 32,389 402,540.R0 32,748 ~49404.74
0.000 84700  1,999,332,15 13,405  2+70R,BR0.50 24,315 -229,54R.I5
0.000 3930 93,181,42 23,591 103,944,725 26,315 -10+76%.83
0.000 4150 97,901.34 23,591 109.207,75 24,315 -11,305.91
0.000 92800  2,19004146.91 23,604  29442,032.00 26,315  -P51.415.00
18.180 0 . 0.000 0.00  0.000 0.00
18.180 0 0.00  0.000 0.00  0.000 0.060
18,180 0 0.00  0.000 0.00  0.000 0.00
18.8R4 0 0.00 0.000 6.00 0,000 0.00
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I ==—m-—— PURCHASES
SHARES CosT

1 13500 256,897.51

ALL FUNDS 18500 3495440.00
INENTAL GROUP INC. ( 54 )

T 18250 971,237.11

INCO 600 315750.06

300 15,875, 03

ﬁ 1800 955250.19

1050 35:562.61

ALL FUNDS 22000 1,169+675.00

LIKNTAL TELECOM., INC. ( 21,375 )

POST 0 0.00
'snglo 0 0.00
0 0.00

ALL FUNDS 0 0.00

km TIRE § RUBRER ( 15.875 )

T 1500 23,991.91

1 3400 57,580,579

iﬁu FUNDS 5100 81,572.50
CROWN CORK ¢ SEAL ( 37,375 )

T 0 0.00
NCO 0 0.00
ALL FUNDS 0 0.00

t:scomnmon (24,75)
i 0 0,00
INCO 0 0.00
0 0,00

ALL FUNDS 0 0.00
TROIT EDISON €O, ( 13.75)

an 13000  182,780,00
1 33000  443,980,00
ALL FUNDS 45000  644+760.00
lmmn RESOURCES ( 22,125 )
POST 163000  3,434,220,39
NCO 11450  255,303.01
&nu 3450 76+904,31
UARI 8700  194,016.45
12200 272,021, 34
' ALL FUNDS 198800  4,432,445.50

DU PONT EI DENEMOURS ( 52 )

T 15950 813,210.75
NCO 4850 2404277.25
6ROV 1500 76+477.50
1 3750 191,193.75
3150 2620572, 75

ALL FUNDS 31200  1,590,732.00

STATE OF MINNESOTA
FOUTTY SECURITIES TRANSACTION SUMMARY
1270171983 THROIGH 12/31/1983
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SALES
COST/SHR  SHARES PROCEEDS PCRS/SHR  DRIG CORT  COGT/SHR GAIN OR 10SS  SPLITS
18.890 0 0.00 0.000 0.00  0.000 0.00
18.889 0 0.00 0,000 0.00  0.000 0.00
53.218 0 0.00  0.000 0.00  0.000 0.00
52,917 0 0.00  0.000 0.00  0.000 0.00
52,917 0 0.00 0,000 0.00  0.000 0.00
52917 0 0.00 0,000 0.00  0.000 0.00
52,917 0 0.00 0,000 0.00  0.000 0.00
33.167 0 0.00  0.000 0.00  0.000 0.0¢
0.000 40000 852:571,5¢ 21.314 9331,849,73 23,346 -81,278.23
0.000 15000 39,714,321 21,314 361,360.27 24,091 -41,645.9¢
0.000 20000 4269285.75  M1.314 ARG, 166,07 24,208 -5R1RR0,77
0.000 75000  1,598,571.54 21,314 1,780,376.07 23.738  -181,804,46
15.995 0 0.00 0,000 0.00  0.000 0.00
15.995 0 0.00  0.000 0.00  0.000 0.00
15.995 0 0.00  0.000 0.00  0.000 0.00
0.000 43200  1,591,416.69 34,843 1,595,524.74 36,933 -3+908.05
0.000 3300 121,572.54  34.840 121,764,146 34£.898 -191.62
0.000 46500 1,713,189.23 36,843  1,717,288.90  34.931 -4,099.6?
0.000 141900 3,751,629.70 26,439  35622,994.32 25,532 128+435.38
0.000 11100 293,585.19 26,449 283,407,24 25,532 10517795
0.000 11700 309,454,686 26,449 298,414,44  2N.53 10+840,22
0.000 164700 4,354,449.55 26,440 4,205,016.00 25.531 149,451,55
14.060 0 0.00  0.000 0.00  0.000 0.00
14,060 0 0.00  0.000 0.00  0.000 0.00
14.060 0 0.00  0.000 ¢.00  0.000 0.00
22.29 0 0.00  0.000 0.00  0.000 0.00
22,297 0 0.00 0,000 0.00 0,000 0.00
2.9 0 0.00  0.000 0.00  0.000 0.00
22,301 0 0.00  0.000 0.00  0.000 0.00
2.9 0 0.00  0.000 ¢.00  0.000 0.00
22.296 0 0.00  0.000 0.00  0.000 0.00
50,985 0 0.00  0.000 0.00  0.000 0.00
50,985 0 0.00  0.000 0,00  0.000 0.00
50,985 0 0.00  0.000 0.00  0.000 0.00
50.985 0 6.00 0.000 0.00 0,000 0.00
50,985 0 0.00  0.000 0.00 0,000 0.00
50.985 0 0.00 0,000 0.00  0.000 0.00
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STATE OF MINNESOTA

EQUITY SECURITIES TRANSACTION SUMMARY
12/01/1983 THROUGH 12/31/1983

' cmmmmmen PURCHASES
SHARES . COST  COST/GWR

POST 8800 188,741,866 21.448

150 3,217.19 21,448

ALL FUNDS 12000 2579375.00 21,448
TED BEPT. STORES { 53.625 )

T 15250 781’656053 510?56

Inco 450 23,065.27 51,256

200 10y251,23 51.206

E 2050 105,075.14  51.256

500 259628008 510256

l:.t FUNDS 18430 945:476.25 51,256

IE INTL. INC. (a8.S0)
BRON 2900 78,849.03 27,189
rl 7400 201,200.97  27.189
ALl FUNDS 10300 280,050.00 27,189

T 19900 358+R44.42  1R.033
1 3900 106,397.58 18,033
ALL FUNDS 25800 445,264,00 18,033

IEMNB cos. ( 28.875 )

&T CITY BANKCORP TEXAS ( 18.875 )

POST 0 0.00 0.000
0 0 0.00 0,000
1400 40,250.00 28,750

UART 2400 69,000.00 28
0 0.00 0.000
ALL FUNDS 3800 109,250.00 28,750

GENERAL FOOBS CORP, ( 51,375 )

T 95150  4,982,054.00 52,340
6700 350,812,006 52,340

6ROV 2000 104,720,00 52.340
I 5050 264,418,00 52,340

7000 386+520.00 52,350
ALL FUNDS 115900  4,048,524.00 52,340

kmm.(zs.mn
1 0 0.
0

00 0.000
ALL FUNDS 0 W00 0.000

Im Hodo 3C0, ( 38)

POST 0 0.00 0,000
0 0 0,00 0,000

#f'n 0 0.00 0,000
ALL FUNDS 0 0.00 0,000

wms PONER C0. { 20 )
9200  182,528,00 19.840
VARI

23500 448,224.00 19.840
gAlL FUNDS 32800 650,752.00 19.840

SHARES

OOV OO OO L=~

[ B —

o0 O

294600

2200
350
850

2300

35500

S DO OO

2000
2000

44000
4500
AS50

33050

O OO

SALES

PROCEEDS  PCDS/SHR  ORIG CNST

o.w
0.00
0.00
0.00

8561204,04
63,713,3%
15:978.35
241647.25
661563,39

10275056,42

0.00
0.00
0.00
0.00
0.00
0000

52,598, 24
52,598.24

11615,841.34
1659199, 49
147,038, 30

1,948:079.13

0.000
0.000
0.000
0.000

0.000
0.000
0.000
0.000

0.000
0.000

78,926
28,961
28,941
28,997
28,941
28,931

0.000
0.000
0,000
0.000
0.000
0.000

18,724
38,711
36,712
36,722

0.00
0.00
0.00
0000
0.00
0.00

0.00
0.00
0.00

B51,544.88
63+197.04
15:776.79
24’432041
561045.98

1,021,037.12

4Rr284.21
48284, 21

1,5544011,99
158,947.76
1501770.87

19873,480,42

COST/SHR  GAIN OR L0SS  SPLITS

0.000
0.000
0,000
0.000

0.000
0.000
0.00

S

28,769
.724
28,685
28.744
28,724
28,742

00000
0.000
0.000
0.000
0.000
0.000

24147
24,142

35,218
35,322
I5.373
35,319

0.000
0.000

0.000

0000
0.00
0.00
0.00

4,439.14
514.33
151,54
214,R4
497.41

6¢019.30

0.00
0.00
0.00
0,00
0000
0.00

4,314.03
4,314.03

61’8?9035
6,251 07:“
6!317043

74,398, 51

0.00
0.00

0.00

L= ~ ] o0 OO OO OO SO O o
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—————===== PURCHASES
SHARES cosY
JEWEL COMPANIES ( 47.375 )
104900  5,059,952.50
E 7000 333,700, 00
2350 112,785.00
VART 7050 334,055.00

7450 354,895.00
ALL FUNDS 130750  6+197,387.50

1 JOHNSON ( 40.875 )
T 0 0.00

ALL FUNDS 0 0,00
m INC, ( 31,875 )
25800  7241206,00
INCO 1800  50526.00
w 400 11,728.00
1 500 25,243, 00
PSCH 2000 561140, 00
ALL FINDS 30900  867,363.00
CONPANY ( 37 )
POST 8050 212,261,463
m 100 3,508.45
1 1950 68,414,951

ALL FUNDS 8100 284,185.00

k STORES ( 18.875 )
T 199200 3,767,488,33
14000 264,378.32
F: 14900 281,370.85
ALL FUNDS 228100  4,313,137.50

L DOUSLAS CORP, ( 59.2% )

45750  2,701,562. 21

o 800 479156, 74
300 17,4R3,78

E 00 53:051.34
1000 981945.93

ALL FUNDS 48750  2,878,400.00
lUILLE CORPORATION ( 34.875 )

POST 19450  438+937.50
NCO [ 11.497.50
‘*m 300 9,855..00
VAR 3100 1014835.00

450 14,782.50
ALL FUNDS 23650 776,902,50

|
NITCHELL ENERGY ( 23.5 )

T 28950 642:876.90

NCO 1000 21+970.86
6ROV 450 9,806.89
aliART 3700 81,292.19

17/01/1983 THROURH 12/31/1983

STATE OF NINNFSOTA
EQUTTY SECURITIES TRANSACTION SUMMARY
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SALES
COST/SHR  SHARES PROCEFDS  PCRS/SHR  MARIG CNRT  CNST/SHR GATN DR LOSS  SPLITS

47.334 0 0.00  0.000 0.00  0.000 0.00
47.671 0 0,00 0,000 0.00  0.000 0.00
47,994 0 0.00  0.000 0.00  0.000 0.00
47,667 0 0,00  0.000 0.00  0.000 0.00
47.637 0 0.00 0,000 0.00  0.000 0.00
47.3%9 0 0.00  0.000 0.00 0,000 0.00
0.000 32900 1»3530296,26 41,134 1,493,243,87 45,388 -129,947.41
0.000 32900  19353,296.26 41,134 1,493,263.87 45,388 -139,967.61
28,070 0 0.00  0.000 ¢.00 0,000 0.00
28,070 0 0.00  0.000 0.00 0,000 0.00
28.070 0 0.00 0,000 0.00 0,000 0.00
28,070 0 0.00 0,000 0.00  0.000 0.00
28.070 0 0.00  0.000 0.00  0.000 0.00
28.070 0 0.00  0.000 0.00  0.000 0.00
35,085 0 0.00 0,000 0.00 0,000 0.00
35,085 0 0.00  0.000 0.00  0.000 0.00
35,085 0 0.00  0.000 0.00  0.000 0.00
35.085 0 0.00  0.000 0.00 0,000 0.00
18.913 0 0.00  0.000 0.00 0,000 0.00
18,881 0 0.00  0.000 6.00 0,000 0.00
18.881 0 0.00  0.000 0.00 0,000 0.00
18,909 0 0.00  0.000 0.00  0.000 0.00
59.051 0 0.00  0.000 0.00 0,000 0.00
58,944 0 0.00  0.000 0.00  0.000 0.00
98,944 0 0.00  0.000 0.00 0,000 0.00
58,946 0 0.00  0.000 0.00  0.000 0.00
58,944 0 0.00 0,000 0.00 0,000 0.00
59.044 0 0,00  0.000 0.00  0.000 0.00
32,850 0 0.00 0,000 0.00  0.000 0.00
32,850 0 0.00  0.000 6.00 0,000 0.00
32,850 0 0.00  0.000 0.00 0,000 0.00
32.850 0 0.00  0.000 0.00 0,000 0.00
32,850 0 0.00 0,000 0.00 0,000 0.00
32.850 0 0.00 0,000 0.00 0,000 0,00
22,204 0 0.00 0,000 0.00  0.000 0.00
2.9 0 0.00  0.000 0.00  0.000 0.0¢
21,971 0 0.00  0.000 6.00  0.000 0.00
21,971 0 0.00 0,000 0.00 0,000 0.00
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STATE OF MINNESOTA

EQUITY SECURITIES TRANSACTION SUMMARY
12/01/1983 THROUGH 12/31/1983

. e PURCHASES SALES
GHARES  COST  COST/SHR  SHARES  PROCFEMS  PCDS/SHR  ORTG COST  COST/SHR GATN OR LOSS  SPLITS
1050 23,069.41 21,971 0 0.00 0,000 0,00 0,000 0.00 0
AL FUNDS 35150  7794096.25 22,165 0 0,00  0.000 0,00 0,000 0.00 0
.lem EQUITIES FUND { 1012.8418004088 )
oF 88 88,497,20 100,000 0 0,00 0,000 0,00 0,000 0,00 0
PERA 55 55,119,20 1000,000 0 0,00 0,000 0,00 0,000 0,00 0
'g: M 40,495,70 100,000 0 0,00 0,000 0,00 0,000 0.00 0
14 13,912,40 1000000 0 0.00 0,000 0.00  0.000 0.00 0
HPAT 2 2,374,30 1000, 000 0 0.00 0,000 0,00 0,000 0.00 0
0 201,20 1000000 0 0,00 0,000 0.00 0,000 0,00 0
' ALL FUNDS 201 200,800,00 1000,000 0 0,00 0,000 0.00 0,000 0,00 0
RESOURCES FUND ( 999,84448931857 )
ﬁg 6 473)750.00 999,844 0 0.00  0.000 0.00 0,000 0,00 0
S84 5869250.00 999,R44 0 0.00 0,000 0.00 0,000 0.00 0
SERA 350 350,000.00 999,844 0 0.00 0,000 0.00 0,000 0.00 0
Fpr 118 118175,00 999,845 0 0.00 0,000 0,00 0,000 0.00 0
AT 22 219875,00 999,845 0 0,00 0.000 0,00 0.000 0.00 0
ALL FUNDS 1750 15750100000 999.R44 0 0.00 0,000 0.00  0.000 0.00 0
Q::L CORPORATION { 28,75 )
ST 147900  49165,R78,00 28,950 0 0.00 0,000 0.00 0,000 0.00 0
D 8950 259,317.75 28,974 0 0.00  0.000 0,00 0,000 0,00 0
ﬁ:‘ 00 B9R3350 28,979 0 0.00 0,000 0.00 0,000 0,00 0
I 1100 31.891,50 28,997 0 0,00  0.000 0,00 0,000 0,00 0
PSCH 12850 372032025 78,974 0 0.00 0,000 0.00 0,000 0,00 0
!':mms 169900  4,919,241,00 28,954 0 0,00 0,000 0.00 0,000 0.00 0
J P % CONPANY TNC. ( 67,375 )
7 0 0.00 0,000 20000 1,479,004,34 4R.ITR  10A0L,9B7.41 67,208 24,106.73 0
‘Esco 0 0.00 0,000 2400  164:106.53 68,378 175,022.R3 72926  -10y915.30 0
CH 0 0.00  0.000 1700 11674217 ARIR  124,950,00 73,500  -By707.RR 0
ALL FUNDS 0 0.00  0.000 25000 1,709,442.99 48,378  1,704,940.44 48,198 41482,55 0
'wmmsr UTILITIES ( 12,25 )
6ROV 14700 1B4,4R5.00 12,550 0 0,00 0,000 0.00  0.000 0,00 0
I 7500 470+675.00 12,550 0 0,00 0,000 0,00 0,000 0,00 0
'“:u FUNDS 52200 6550110,00 12.550 0 0,00 0,000 0.00 0,000 0,00 0
ILLINOIS INC. ( 37,375 )
ﬁ: 0 0,00 0.000 10400 IRA» 243,08 17,139 344,508.0R  33.174 41,735,00 0
D 0 0.00 0,000 1700 £3I35.89 3739 S56v273.97 33,102 6+861.92 0
PSCH 0 0,00  0.000 6250 23211728 3039 2046A9.A7 33064 25+467.81 0
ALL FUNDS 0 0.00 0.000 {8350 4815494,21 37,139 407,431,848 33,103 74,044,73 0
PARSONS CORPORATION ( 24,475 )
T 55600 1rA37)994.50 24,949 0 0.00 0,000 0.00 0,000 0.00 0
‘:ugo 4300 107,403.50  24.978 0 0.00 0,000 0,00 0,000 0.00 0
4600 114/896.96 24978 0 0,00 0,000 0,00 0,000 0.00 0
ALL FUNDS 74500  108405295.00 24.970 0 0.00 0,000 0.00 0,000 0.00 0
1L CO. ( 34)
POST 10250 336,712,50  32.850 0 0.00 0,000 0,00 0,000 0,00 0
@BRON 100 3,285.00 32,850 0 0.00 0,000 0.00 0,000 0,00 0



STATE OF NINNESOTA
EQUITY SECURITIES TRANSACTION SUMMARY
12/01/1983 THROUGH 12/31/1983
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' ——ame—eme PURCHASES SALFS
SWRES  COST  COST/SHR  SHRES  PROCEEDS PCRG/SHR  ORIG COST  COST/SHR GAIN IR LOSS  SPLITS

I 200 72270.00 32850 0 0.00 0,000 0.00 0,000 0,00
AL FNDS 12550 412,27.50 32,850 0 0,00 0,000 0.00 0,000 0,00
t:mumm ELEC, C0. ( 14,375 )

T USB00  3,520,868,67 14,357 0 0.00 0,000 0.00 0,000 0.00
NGO 17300 248,370.33 14,357 0 0.00 0,000 0.00 0,000 0.00
m« S50 TSNS 14,357 0 0,00 0,000 0.00 0,000 0.00

I 13300 190,043,687 14,357 0 0.00 0,000 0,00 0,000 0,00
PSCH 18350 263,483 14,357 0 0.00 0,000 0.00 0,000 0,00

AL FINDS 300000  4:307,000,00 14,357 0 0,00 0,000 0,00 0,000 0,00
!nwcmcwuo.m)

E 114850 3,581,195.56 31,182 0 0.00 0,000 0.00 0,000 0,00
050 751,476,927 31,739 0 0,00 0,000 0,00 0,000 0.00
U TS0 3.5 0 00 0,000 0.00  0.000 0,00
200 19571217 31,244 0 00 0,000 0,00 0,000 0,00
8550  267,094.15 31.239 0 0.00 0,000 0.00 0,000 0.00
fmmms 140100 4y369,931,00 31,192 0 00 0,000 0,00 0,000 0,00
D.S. ( 30,625 )
E‘i 0 0,00 0,000 8B4SO 2oBIBOR.96  I32AL  B047+400.00 34,000  -733,591.04
0 0.00 0,000 10750 364,957,840 33950  MHSILDS IS -4STRAf
BRON 0 0.00 0,000 3000 10295052 IH7  1035125.00 M.375 -173.48
m' 0 0.00  0.000 5750  180:698.9% 34.419  180,448.75 34,77 230,21
0 0.00 0,000 11350 390,079 374 390:154.55 AT 19122.47

AL FUNDS 0 0.00  0.000 115000 3,853:496.20 33,510 4:0905481,75 35,571  -234.985.05

UNBERGER LTR ( 50 )

T 17500 816:260.06 46,643 0 0,00 0,000 0.00 0,000 0,00
oW 0 1635.20 46,643 0 0,00 0,000 0.00 0,000 0.00
& 0 172,500.70 46,643 0 0.00 0,000 0.00 0,000 0,00

50 95.619.00 46,643 0 0.00 0,000 0.00 0,000 0,00

AL FINDS 23600 15100078500 46,643 0 0,00 0,000 0.00 0,000 0.00
'm:rmm CONPANY ( 42,75 )

POST 0 0,00 0000  TATS0  To0% 1740 A293)  D2B0sATI.B1  ATGRS  -71,497.41
0 0,00 0.000 5350 209066598 42,928 230,887.49 43904  <5,221.51
ﬁ"ﬁ 0 0.00 0,000 5600 240139769 42,908  25.BS1.39 43907  -5.453.70
AL FUNDS 0 0.00 0.000 85700  3,679:238.07 42,932  3,7415410.49  AL.R%0 ~R2,172.462
ITY PACIFIC CORP, ( 51 )
0 0.00 0.000 17400 B848,057.00 49,848 449,454,98 25.811 41R+400,07
NGO 0 0.00  0.000 9150 456s478.75 A9.BRE  456:786.39 49,867 191.86
0 0.00  0.000 7680  IRLIAZAD ATRBR 31907121 A1SAR  64+079.19
ﬂtrms 0 0.00 0,000 34230 1,707:677.65 A9.B88  1,224,:814.58 35,782  A82,863.07

DYNE THC. ( 39,5 )

w 1500 S6r&25.00 37,750 0 0.00 0,000 0.00 0,000 0.00
500 18,875.00 37,750 0 0.00 0,000 0.00 0.000 0.00

AL FUNIS 2000 75:500.00 37,750 0 0.00 0,000 0.00 0,000 0.00

'wwnounrmmmusom
1300 6237.50 47,975 0 0.00 0,000 0.00 0,000 0.00
fcn WO 1ML 47975 0 0,00 0,000 0,00 0,000 0.00



l —-=——=—— PURCHASES
SHARES cosT

'ALL FUNDS 3550 1750108, 75

AX INC, ( 58,25 )
E 18600  1,062,000.00
2100 120,750, 00
GROV 500 28+750.00
1 1800 103,500.00
m 2000 115,000.00

ALL FUNDS 25000  1,430,000.00
k:s COMMERCE BANKSHARES ( 41,375 )

T 108500  4,399,373.00
INCO B500  349,744,00
m 2300 93,292.00
1 500  2224944,00
PSCH 7700 312,121.00
ALL FUNDS 132600  51377,494.00
lxns EASTERN CORP. { 58,25 )
05T 5650  309,255.59
& 100 5,422,33
150 8y133.49
VART 1400 75:912.60

150 8,133.49
ALL FUNDS 7450 404.857.50

AS INDUSTRIES ( 35 )
2300 78+656,35
1

750 196+697.65
ALL FUNDS 8050 275+354.00

thS UTILITIES €8, ( 23,25 )

POST 6150 1549471, 25
7250 183,593.25
I 20850 528,348.25

ALL FUNDS 34250 BABs 612,75

ks»mcn CORP { 31,125 )
T 0 .

0
ALL FUNDS 0 0

tﬁtﬂ ENERGY CO. ( 37.75)
POST

30000 1,047,400.00
!ﬂ.lm 30000 15047,400.00

00
00

*

FIRELITY ¢ 6UAR, CD. ( 55.375 )
T 33400  1,8B5»4632.00
E& 2200 123,444,00
1200 67,344,00
ALL FUNDS 37000 29074+440,00

ILEY NATIONAL CORP. ( 24,875 )
POST 20000 483,750.00

STATE OF MINNESOTA

EQUITY SECURITIFS TRANSACTION SUMNARY
12/01/1983 THROUGH 12/31/1963

OO0 OO

[~ — B B — T~ -

DO DO DO

=] Do O DD D [~~~

fae S~ i~ =

<

SMES
COST/SHR  SHARES PROCEERS  PCRS/SHR  ORIG C£NST  COST/SHR GAIN MR LOSS  SPLITS
47.975 0 0.00 0,000 0.00  0.000 0.00
57.097 0 0.00  0.000 0.00 0,000 0.00
37,500 0 0.00  0.000 0.00 0,000 0.00
57,500 0 0.00  0.000 0.00 0,000 0.00
37,500 0 0.00  0.000 0.00 0,000 0.00
57,500 0 0.00 0,000 0.00 0,000 0.00
37,200 0 0.00  0.000 0.06  0.000 0.00
40.547 0 0.00  0.000 0.00 0,000 0.00
40.648 0 0.00  0.000 0.00  0.000 0.00
40,562 0 0.00 0,000 0.00 0,000 0.00
40,539 0 0.00  0.000 0.00  0.000 0,00
40,535 0 0.00 0,000 0.00 0,000 0.00
40,554 0 0.00  0.000 0.00  0.000 0.00
54.736 0 0.00 0,000 0.00  0.000 0.00
54,223 0 0.00  0.000 0,00  0.000 0.00
54,223 0 0.00 0,000 0.00  0.000 0.00
54,213 0 0.00  0.000 0.00  0.000 0.00
.23 0 0.00  0.000 0.00  0.000 0.00
54,412 0 0.00  0.000 0.00 0,000 0.00
34,198 0 00 0,000 0.00 0,000 0,00
34,7208 0 0.00  0.000 0.00 0,000 0.00
34,205 0 00 0,000 0.00  0.000 0.00
25,475 0 0.00  0.000 0.00 0,000 0.00
23,372 0 0.00  0.000 0.00 0,000 0.00
75,340 0 0.00 0,000 0.00  0.000 0,00
25,341 0 0.00  0.000 0.00  0.000 0.00
0.000 92750  2,842,100,03 30,843  7y741,734,46 29,540 100+34%.57
0.000 92750  2,842,100,03 30,443 2,741,734.44  29.540 100.345.57
35,580 0 0,00  0.000 0.00 0,000 0.00
35.580 0 0.00  0.000 0.00  0.000 0.00
56.120 0 0.00 0,000 0.00 0,000 0.00
96.120 0 0.00  0.000 0.00  0.000 0.00
56.120 0 0.00  0.000 0.00 0,000 0.00
$6.120 0 0.00  0.000 0.00  0.000 0.00
24.188 0 0.00  0.000 0.00  0.000 0.00
24.187 0 0.00 0,000 0,00  0.000 0.00



EQUITY SECURITIES TRANSACTION SUMMNARY

l STATE NF NINNESOTA
12/01/1983 THROUGH 12/31/1983

' —~e—— PURCHASES SALFS
SHRES  COST  COST/SHR  SHARES  PROCEEDS PCOS/SHR  ORIG COST  COST/SHR GAIN OR LDSS  SPLITS

l&-ﬁﬂﬂ STORES INC. ( 39 )

i 15850 976+147,50 34,350 0 0.00 0.000 0.00 0,000 0.00 0
ﬁ 200 7!270000 360350 0 0.00 0.000 0.00 00000 0.00 0
1 2500 90,875.00 34,350 0 0.00  0.000 0.00  0.000 0.00 0
ALL FUNDS 18550 874,292,50 36,350 0 0.00 0.000 0.00 0,000 0.00 0
STINGHOUSE ELEC, CO. { 54.75)
POST 0 00 0,000 50000 20449+160.83 S3.3RT  1,241,547,35 25,231 1,407,413.48 0
NCO 0 0.00  0.000 8000 427,045.73 53,383 208,005.33 24,001 219,040.40 0
'BDO 0 0.00 0,000 11300 403,230,35 53,3R3 I8 27,785 289,486,467 0
ALL FUNDS 0 0.00 0,000 69300  3,699,454,91 53,383 1,783,294,3s 25,733 1,9145140.55 0
ﬂx CORP ( 49.5 )
T 0 0,00 0.000 82750 391789211.83 50,449 29947,872.44 44,978 230,339,19 0
INCO 0 0.00 0.000 700 I5:454.14  50.649 312,025.00 45,750 3:429.16 0
0 0.00 0,000 8OO 40.519.04 50,449 36:400.00 45,750 3,919.04 0
ﬂl FUNDS 0 0,00 0,000 4250 3,254,185.03 50,849  3,014:497.44 44,949 237:687,29 0

E;nmmtmmmmmnmtmxtmmumummnmmmnmmmmmumnmmmmmmmttmmmm
T
AF

0TALS TOTAL PURCHASES TOTAL SALES
7629247,20 0.00
PERA 6415349,20 0.00
g:: 390449570 0.00
132,037,40 0.00
HPAT 24,249.30 0.00
201,20 0,00
ﬁ 51367250947 IRy 7RA4397, 25
NCO 3+18793%9.13 3:7444041.10
6ROV 2114954990 118487987
.;;1' 613261024,06 205,346,21
317035033, 44 4,412,152, 15
ALL FUNDS $81484,246,00 4742664812, 47

'mmmmmtmumnmmxmnmmmxmmmmxmxmmxmnmmmxmmxmutmmmmmmmmm
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STATE OF NINNESOTA - STATE BOARD OF INVESTMENT

SUMNARY ANALYSIS OF BONR PURCHASES AND SALES FRON 12/01/83 THROUGH 12/31/83

et PURCHASES  sx1112

FUND NANE

POST RET INVESTHENT
FIXED RETURN
TOTALS

masse SALES  sarxx
WEIGHTED WFIGHTED
PRIN. FACE PRIN, COST YLR-MAT PRIN, FACE  PRIN. PROC.  YLD-MAT
$ 33,500,000 ¢ 33,154,027 12.087 —— — ——
500,000 4869740 12,61 ———— ———- ———
$ 34,000,000  § 33+620,767 12,092

16.



STATE OF MTNNESOTA
STATE ROARD OF TNVESTNENT

FIIND 3 POST RETIRFMENT FUND
REPNRT 2 FIXFD TINCOME RFCURTITY PURLCHASFS
PERIOR 2 NECEMRER 1+19R3 THROUGH DECEMBFR 31.19R3
AR VALUE SECURITY TRARE DATE cosTY

10+000+,000.000 FEDERAL FARM CRFDIT RANK

11.800 ¥ RUE 10/20/93 (YTH 11.827 X) 12/01/83 9,985,937.50
5+000,000.000 ASSOCIATES CORP. NNRTH AMERTCA

11.450 X DUE 11/15/92 (YTH 12.253 X) 12/046/83 4,785,400.00
79000,000.000 NNORWFST FINANCTIAI. INC.

12,125 X DUE 01/01/94 (YTH 12.201 X) 12/01/R3 6+949+,490,.00
195%500,000.000 NNRWEST FINANLTAL TINC.

11.250 X DUF 07/01/93 (YTH 12.299 %) 12/15/83 1,413,000.00
2+000,000.000 FENRFRAL HNME LDAN RANKS

12.150 X DUF 312/727/93 (YTH 12.150 %) 12/13/R3 2+,000,000,.00
29000,000.000 FENFRAL HOME LDNAN RANKS

12.150 X DIE 12/27/93 (YTH 12.150 %) 12/713/83 2+,000,000.00
2+000,000.000 FENFRAL HOME LNAN RANKS

12,150 X DUE 12/27/93 (YTH 12.150 2) 12/13/83 2+y000+,000.00
2,000,000.000 FENFRAL HNME LDAN BANKS

12.150 X DUF 12/27/93 (YTH 12.150 X) 12/713/83 2+000,000.00
2+000,000.000 FFNERAL HNME LOAN RANKS

12,150 X DUE 12/27/93 (YTH 12.150 X) 12/13/83 2+000,000.00

TOTAL ( YTH 12,084 ) 33+154,027.50

00.0000000.0000000.0...00000‘0......000000.0000.00000000'0000000000

FIXFN INCOME SFCURITY PURCHASES - 1 - POST RFTIRFMENT FUND -



_~"BTATE OF NINNESOTA
STATE BOARD OF INVESTMENT

- .
SUPPLEMENTAL FIXED RETURN FUND

FUND 3
REPORT ¢ FIXENR INCOME SECURITY PURCHASES
PFRIOD ¢ DECEMRER 191983 THROUBH DECEMRER 31,1983
AR VAl UF SECURITY TRADE DATE cosY
500,000,000 WILLAMETTE INDUSTRIFS INC.
11.378 X DUE 04/15/93 (YTH 12.606 ) 12/09/83 4466+»740.00
TOTAL ( YTH 12,606 ) 466+,740.00

EEEEEXEXREEXEEXN NI N NI I I N NN N B B I N I B I N B B I BN I BB B R 2N 2% BN % 2% BN BN 2N 2K BN BN BN IR 2 BN 2N BN 2N B 20 I 4

FIXFD INCOMF SFCURTTY PURCHASFS - 1 - BUPPLFMENTAL FIXED RETURN FIND

I O G G G G &BD N A o G & G D R G SN G .



STATE OF NINNESOTA - STATE BOARD OF INVESTHENT - INVESTMENT ADVISORY COUNCIL

BOOK AND MARKET VALUES FOR
BASICS, POST RETIREMENT AND PERNANFNT SCHOOL PORTFOLIOS - 12/31/83

BASIC RETIREMENT FUNDS Cost 1 Harket 4
Short-ters $ 17454645500 S.642 $ 17416704762 3.672
Donds L Mortsages 922,571,396 2.79 837,039,913 27.16
Eeuity 1,999, 755,017 64,57 21070+299,307 87,17

Total $3+096+992,913 100,002 $3+082,009,982 100,002

POST-RETIRENENT FUND
Short-ters $ 113,148,000 6,382 $ 113,148,000 6,251
Bonds § Mortsases 1»001,822,281 36.46 9761869999 53.93
Cosmon Stocks 459,203,058 37.18 721,153,228 39.82

Total $11774+173,339 100,002 $1:8115171,227 100,002

PERMNANENT SCHOOL FUND

Short-ters $  39810,000 12,431 $ 39,810,000 13.702

Bonds § Mortgases 228+156+571 .11 190,556,825 85,56

Cosson Stocks 52,848,030 16.48 601271+047 20,74
Total $ 320,834,460 100,002 $ 290,437,872 100,007
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February 24, 1984

T0: Members, State Board of Investment
Governor Rudy Perpich
State Auditor Arne H. Carlson
State Treasurer Robert W. Mattson
Secretary of State Joan Anderson Growe
Attorney General Hubert H. Humphrey III

FROM: Clifford McCann, Chairman
[ 3 Y,V N IV SRV PV
SUBJECT: Bond Managers Search Committee Update

The Bond Manager Search Committee, comprised of a representative
from each board member and the Executive Directors of the Retirement
Systems, is in the process of interviewing potential bond managers
for the State Investment Board. The attached list of potential managers,
submitted by Evaluation Associates and committee members, will be reviewed
in accordance with the investment criteria established by the Board at its
January 11, 1984 meeting.

The committee anticipates having a final report for the Board by
early April.

If you have any questions, please contact me.

Attachment



Alliance Capital Management Corporation (Minneapolis)
Discount Corporation of NY Advisers
Investment Advisers, Inc.

Lehman Management Company
Loomis-Sayles & Company
Miller, Anderson & Sherrerd
Morgan Stanley Asset Management
Norwest Bank Minneapolis N.A.

Pacific Investment Management Company (PIMCO)
T. Rowe Price Associates
Rosenberg Capital Management
Wentworth, Hauser & Violich

Western Asset Management
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‘MINNESOTA OPEN APPOINTMENTS ACT
\ APPLICATION FOR SERVICE ON STATE AGENCY

Name of Agency: _ State Board of Investments Advisory Board

{enter on this line the name of the agency for which applicant seeks appointment; complete a separate application
for sach agency)

Name of applicant:__Deborah W. Veverka

Address of applicant: 1131 wills Place, Golden Valley, MN 55422
{street) (city) (state) (zip)
Phone: Home_ (612) 521-9293 Work__(612) 870-6670
{include area code) (include area code)
County:____Hennepin Legislative district _ 458 Congressional district —_3

Minnesota Statutes 15.0597, state that the application shall include a “statement that the nominee satisfies any legally prescribed qualifice-
tions and any other information the nominating person feels would be helpful to the appointing authority.” (May include smployment,
community service, education)

Employment: 6/81 - Present. Manager Pension Financial Planning & Control, Honeywell, Inc.

9/76 - 5/81. Trust Investment Officer & Investment Systems Analyst,

American National Bank & Trust Company of Chicago.

(A more detailed employment history in attached)

Education: Currently studying for C.F.A. Level II Exam.

M.B.A. with Finance Concentration, University of Chicago. (1981)

B.A. with French & English Literature Major, Denison University. (1976)

in the Community Training Project.

{may continue on back)

I, the undersigned, hereby state that | satisfy, to the best of my knowledge, all legally prescribed qualifications for the position sought.

s dleeah LO Vo, e nlialez

If applicant is being inated by another person or group, the above signature indicates consent to nomination.

Is this application submitted by appointing authority? yes___no_x—
Is this application submitted at the suggestion of appointing authority? yes___no_X_

STATISTICAL IDENTIFICATION

The following information is optional and is sought solely for the purpose of compiling the annual report to the governor and legislature on |
the open appointments process which is required by Minnesota Statutes 15.0597, subd. 7.

Sex Political Party Preference Race/National Origin
X Female —— American Party of Minnesota —— American Indian or Alaska Native
— Male —.. Democratic-Farmer-Labor Party — Asian or Pacific islander

—X_ Independent-Republican Party —. Black

of Minnesota —— Hispanic
. Other; X_ Caucasian
name of party —— Other;
—— None ecity

Your application will not be acknowiedged, but you will be notified if the appointing authority wishes to interview you. In any event,
your application will be kept for one yeasr or until you are appointed, whichever comes first

RETURN TO: JOAN ANDERSON GROWE, SECRETARY OF STATE TELEPHONE: (612) 296-2805
Open Appointments Section Office Use Only
180 State Office Building TATE L6 Mingal- o’
St. Paul, MN. 65155 el ppdly | <
FILED
$C.00133.03 10/79 . NOV 161983 Date V.
-t Thnbl: o Himves

Secretary of Stte



MINNESOTA OPEN APPOINTMENTS ACT
APPLICATION FOR SERVICE ON STATE AGENCY

Neme of Agency: _ Investment Advisory Council, State Board of Investments
(enter on this line the name of the agency for which applicant seeks appointment; complete a separate spplication

for asch agency)
Name of applicant: Janet Yeomans Staehle
Address of applicant: 228 Exchange Street St. Paul, Minnesota 55102
{street) {city) (state) (zip)
Phone: Home _ (612) 224-9437 Work___(622) T33-737T7
{include area code) {(include area code)
County: __Ramsey Legislative district —___ 2 Congressional district 658

Minnesota Statutes 15,0597, state that the application shall include a “statement that the nominee satisfies any legally prescribed qualifica-
tions and any other information the nominating person feels would be helpful to the appointing authority.” (May include employment,
community service, education)

Employment: Minnesota Mining & Manufacturing

Manager, Pension Fund

Education: MBA with concentratjon in Finance and Econometrics

University of Chicago, Chicago, IL

M.A. Mathematics

Illinois Institute of Technology, Chicago, IL

M.A. with majors in Mathematics & Physics (Phi Beta Kw)mm,,,u, on back)
Connecticut College, New London, CT CONTINUED ON "ACK
I, the undersigned, hereby state that 1 satisfy, to the best of my knowledge, all legally prescribed qualifications for the position sout »+.- -«

St 14 Odomue .
iggture of apdlicant Date

If applicant is being nominated by another person or group, the above signsture indicates consent to nomination.

Is this application submitted by appointing authority? yes..__ nol_

Is this application submitted at the suggestion of appointing authority? yes. X no—

STATISTICAL IDENTIFICATION

The following information is optional and is sought solely for the purpose of compiling the annual report to the governor and legislature on
the open appointments process which is required by Minnesota Statutes 15.0697, subd. 7
Sex Political Party Preference Race/National Origin

X
—— Female —— American Party of Minnesota American Indian or Alaska Native

— Maie —— Democratic-Farmer-Labor Party — Asian or Pacific Islander
—— Independent-Republican Party —— Black
of Minnesota —— Hispanic
e Other _X_ Caucasian
neme of party — Other;
—X_ None specify

Your application will not be acknowledged, but you will be notified if the appointing authority wishes to interview you. In any event,
your application will be kept for one year or until you are appointed, whichever comes first.

RETURN TO: JOAN ANDERSON GROWE, SECRETARY OF STATE TELEPHONE: (612) 296-2805
Open Appointments Section Office Use Only
180 State Office Building _ +
St. Paul, MN. 55155 LD L Bent 30T AA . ik
LIARTI'ENT CF STATE Res
FILED p "
§C-00133-03 10/79 oeT 2 £1083 Date NOp. 1 . 1983

o it
-1..'“13“"" [

secictary of €



MINNESOTA OPEN APPOINTMENTS ACT
APPLICATION FOR SERVICE ON STATE AGENCY

Name of Agency: Investment Advisory Council to the State Board of Investment
{enter on this line the name of the agency for which applicant seeks appointment; complets a sepersts application
for each agency)
Name of applicant: Gary R. Norstrem
Address of applicant: 2080 North Western Avenue St. Paul Minnesota 55113
(street) {city) (state) (zip}
Phone: Home (612) 489-0319 Work (612) 292-7016
{include area code) {include area code)
County: __Bamsey Legislative district 34a Congressional district 4

Minnesota Statutes 16.0597, state that the application shall include a “’statement that the nominee satisfies any legally prescribed qualifica-
tions and any other information the nominating person feels would be helpful to the appointing suthority.” (May include employment,
community service, education)

_Age: 48 Position: City Treasurer Employment: City of Saint Paul,
Dept. of Finance since 1960
Experience; A) Has been responsible for investment of City funds since 1963. Portfolio
$100,000,000.
B) Advisor on investments to the Ssint Paul Police Relief Assn. since 1963.
Present assets $44,000,000.
References: Mayor George Latimer, Rep. Thomas Osthoff
Will also furnish references from the Investment Community upon request.
Memberships: Municipal Treasurers Assn, of U. S. - Canada [
Municipal Finance Officers Assn. of U. S. - Canads
Minnesota Municipal Finance Officers Assn.

1 have been the State Chsirman for the Municipal Finance Officers Assn. and presently
serve on the Investment Management Committee. Locally, I am a Past President of Minn.
=Chair,

{may continue on back)

1, the undersigned, hereby state that | satisfy, to the best of my knowledge, all legally prescribed qualificptions for the position sought.

13 (1Y

If applicant is being inated by another person or group, the above signature indicates consent to nomination.
Is this application submitted by appointing authority? yes._._ no_X_ —a s i 0.ooCTA
1s this application submitted at the suggestion of appointing authority? yes— no_X DoeARTVENY SF STATE
Ll
TJAN 1 71984
STATISTICAL IDENTIFICATION [ e’ Vo

v cr - ~f Slate
The following information is optional and is sought solely for the purpose of compiling the annual report to the governor and legislature on
the open appointments process which is required by Minnesota Statutes 15.0597, subd. 7.

Sex Political Party Preference Race/National Origin
—. Female —— American Party of Minnesota —— American Indian or Alaska Native
_X Male —X_ Democratic-Farmer-Labor Party — Agsian or Pacific Islander

— Independent-Republican Party — Black

of Minnesota —— Hispanic
—— Other; X_ cCaucasian
name of party — Other;
—— None specify

Your application will not be acknowledged, but you will be notified if the sppointing suthority wishes to interview you. In any event,
your application will be kept for one year or until you are appointed, whichever comes first

RETURN TO: JOAN ANDERSON GROWE, SECRETARY OF STATE TELEPHONE: (612) 296-2805
Open Appointments Section Office Use Only
180 State Office Building rrr—~——
St. Paul, MN. 55155 AA L&:P; =
Res
§C-00133-03 10/79 Date 171984




Tab K

TR TR LSTRETT

*
& -
. R o T
4t - - PR
Muﬁmﬁzﬁ :
. oLy e e o
, R 7 AT i




MEMBERS OF THE BOARD:
GOVERNOR RUDY PERPICH
STATE AUDITOR ARNE H. CARLSON
STATE TREASURER ROBERT W. MATTSON
SECRETARY OF STATE JOAN ANDERSON GROWE
ATTORNEY GENERAL HUBERT H. HUMPHREY IlI

EXECUTIVE DIRECTOR
HOWARD J. BICKER

STATE OF MINNESOTA
STATE BOARD OF INVESTMENT

Room 105, MEA Building Februarv 27, 1984
55 Sherburne Avenue ¥

Saint Paul 55155
296-3328

T0: Members, State Board of Investment
Governor Rudy Perpich
State Auditor Arne H. Carlson
State Treasurer Robert . Mattson
Secretary of State Joan Anderson Growe
Attorney Genera] Hubert H. Humphrey III

= n&éﬁ?
FROM: Howard Bicker, Execufive Director
RE: Real Estate Investment

At its August 17, 1983 meeting, the State Board of Investment
adopted a comprehensive strategy for the allocation of the Basic
Retirement Fund assets among various investment classes. This plan
includes a 10% allocation to real estate. At the August 17, 1983
meeting, the Board further adopted a specific strategqy for the
implementation of the allocation to real estate. The purpose of
this memo is to recommend implementation of the second stage of
the Board's strategv: investments in diversified closed-end commingled
funds.

The Role of Real Estate in the Basic Retirement Funds' Portfolio

In brief, real estate is considered a desirable investment for the
Basic Retirement Funds because it provides

1) a hedge against inflation, and
2) additional diversification which reduces the volatility

of total portfolio returns with no required sacrifice in
the level of returns.

AN EQUAL OPPORTUNITY EMPLOYER




Page Two

Based on the Board's proposed real estate allocation, the
statutory requirement to utilize commingled funds and limited partner-
ships, and long-term risk and return considerations, the Board adopted
the following real estate investment strategy, to be implemented over a
two to three year period:

1) Invest 30-40% of the real estate portfolio in diversified
open-end commingled funds. These funds provide a degree
of liquidity in the event that the Board alters its real
estate asset allocation in the future.

2) Invest 30-40% of the real estate portfolio in diversified
closed end commingled funds. These funds provide access
to a large number of managers who do not offer the open end
vehicle.

3) Invest 20-30% of the real estate portfolio in less diversified,
more focused commingled funds. These funds offer the ability
to enhance the return earned by the total real estate port-
folio, the majority of which will be invested in diversified
style and earn market returns.

Currently, $95.7 million, or approximately 3% of the Basic
Retirement Funds' Portfolio, is invested in the following three large
open end commingled funds: The Aetna Life Insurance Company's Real
Estate Separate Account, Equity Life Assurance Society's Separate
Account 8, and the Prudential Insurance Company's PRISA Account.

Closed End Fund Manager Candidates

In conjunction with Evaluation Associates, staff has screened
diversified closed end real estate managers, and selected the following
six managers for further review based on the investment criteria previously
adopted by the Board:

Heitman Advisory Corporation

Karsten Institutional Realty Advisors
JMB Institutional Realty

LaSalle Advisors

RREEF

Trust Company of the West

DO WRN =
e S S St S S

Staff has conducted extensive reviews of each manager, including
day-long interviews with the managers at their places of business. A
comprehensive profile of each manager relative to the Board's real estate
investment criteria is attached. These reviews include discussions of
organizational structure, personnel, proposed investments, the propery

!
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acquisitions process, property management, sell philosophy, the use of
leverage and administrative issues.

Funding of Diversified Closed End Commingled Managers

Staff recommends that the Board approve the Rosenberg Real Estate
Equity Funds (RREEF) and Heitman Advisory Corporation as its first
diversified closed end commingled fund managers. RREEF offers extensive
experience in providing closed-end commingled funds to tax-exempt investors,
has a strong in-house property management function and is distinguished from
other funds under consideration in that it does not utilize participating/
convertible mortgages or leverage. The Heitman Advisory Corporation also
has a strong in-house property management role, extensive experience
managing a real estate separate account for the AT&T pension fund, and
exhibits a close-knit entrepreneurial working environment. Staff will
continue to review the activities of other closed-end diversified fund
managers, and make recommendations to the Board accordingly.

Evaluation of Real Estate Managers

Heitman Advisory Corporation

The Heitman Advisory Corporation offers extensive experience in
managing real estate assets in a fiduciary capacity, primarily as the
manager of an $800 million real estate separate account for the AT&T
pension fund. In addition to Heitman's experience of an asset manager,
the fund's management will draw on the resources and expertise of the
parent firm, Heitman Financial, which provides an array of real estate
services including brokerage, financing, construction management and
leasing for institutional and private investors. Heitman emphasizes the
role of property management in generating superior investment performance.
A11 fund property management will be conducted by Heitman's affiliate,
Centre Properties, Inc., which also participates in analyzing and approving
all potential acquisitions. Based on staff review, Heitman has successfully
fostered a close-knit entrepreneurial working environment.

The HAC Group Trust is the first commingled fund sponsored by
Heitman. Though they lack the experience managing a commingled fund,
staff believes their long experience managing the large AT&T pension
fund separate account and as a property advisor to two British pension
funds is more important than prior commingled fund experience.

Karsten Institutional Realty Advisors

Karsten Institutional Realty Advisors currently invests over
$300 million in real estate separate accounts for five pension fund
clients. The proposed fund will be the first commingled fund undertaken
by Karsten. Karsten offers a management background not shared by the
managers under consideration: from 1976-1979, Karsten represented five
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banks in evaluating and "working out" over $1.5 billion in distressed
properties held in the banks' Real Estate Investment Trusts (REITS).
Karsten's experience in this endeavor provides them with special
insight into the identification and avoidance of problem investments.

Although Karsten has extensive experience as a real estate advisor,
the firm is currently undergoing significant internal and external
organizational changes. 7Two key principals are reducing their day-to-day
involvement in the firm, and the responsibilities of other staff
professionals are changing accordingly. The firm also recently was
acquired by the First Interstate Bankcorporation. In addition, based
on staff's review, Karsten did not exhibit the strong property/asset
management capability evidenced by the other managers. Finally, Karsten
has had difficulty raising subscriptions for the fund. After a year,
commitments have been made for only 15% of the proposed $200 million
target. Further, these are verbal commitments and no contracts have
yet been signed.

JMB Institutional Realty

JMB is one of the largest real estate organizations in the country,
managing over $3.8 billion in tax-sheltered 1imited partnerships, and
$600 million in closed-end commingled funds for tax-exempt investors.
Because JMB invests sizable assets for both taxable or tax-exempt
investors, the firm has the opportunity to review a wide variety of
properties through continuous contacts with brokers, developers and
owners and gain insight into many aspects of the real estate market.
JMB also has extensive sales experience; since 1979, over 75 properties
have been sold from the tax-shelter limited partnerships.

With over 1300 employees, JMB is the largest organization of the
managers included in this review. Despite the fact that manv of these
employees are involved in property management, staff is concerned that
JMB may not be able to maintain an effective degree of control over the
acquisitions and property management processes. The initial property
review, data gathering, and on site inspections are currently delegated
to Tower level staff members who have less experience than the senior
professionals who make the investment decisions. This bureaucratic structure,
combined with the fact that the senior professionals devote half their time to
the tax-shelter limited partnerships, conceivably could hamper the
investment decision-making process.

LaSalle Advisors

LaSalle Advisors commenced real estate assets management services to
pension funds in 1981 with a $300 million closed end commingled fund. Similar
to Heitman, LaSalle will draw on the wide array of real estate expertise
present in LaSalle Partners, the parent firm, including financing, corporate
relocation, leasing, development, and property management. LaSalle's
aggressive property management capabilities rank as its greatest strength.

The firm has developed comprehensive training programs for its on-site
managers, and strong supervisory procedures and policies that provide
consistency and control over property management.
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LaSalle aggressively utilizes leverage, and has the highest
allowable maximum rate (2/3 debt to 1/3 equity) of the fund managers
under review. The first closed end fund was comprised of 47% debt to
57% equity. LaSalle has only limited experience as an asset manager
for institutional clients prior to 1981. Further, LaSalle's defensive
attitude in their interviews with staff raises questions as to their
ability to conduct a smooth working relationship with plan sponsors.

RREEF

The Rosenberg Real Estate Equity Funds (RREEF) have invested over
$2 billion in ten separate closed end commingled funds for pension
investors since 1975. As a result, RREEF is among the most experienced
of the real estate managers providing investment services to tax-exempt
investors. RREEF utilizes a non-hierarchal organization structure in
which each of the sixteen general partners, all of whom have extensive
backgrounds in real estate, is directly involved in all phases of the
investment decision-making process. Over 80% of the properties in the
RREEF portfolios are managed on-site by RREEF employees under the full-time
direction of regional supervisors and three general partners. Because RREEF
does not assume leasing or development risk, or utilize participating
convertible mortgages or leverage, it is sometimes characterized as
conservative in nature. However, staff views RREEF's investment orientation
as a positive factor. Staff believes that the firm's approach is very
compatible with the Board's strategy for the inclusion of real estate in
the Basic Retirement Funds' portfolio by providing a hedge against inflation
and increasing portfolio diversification.

In keeping with RREEF's long-term investment strategy, the firm
has a limited sales experience, and thus is relatively untested in this
area. The growing size of assets under RREEF's management raises the
issue of whether the sixteen partners will be able to retain direct

control over all phases of property acquisition, management, and dispositions.

However, the pace of RREEF's growth has been controlled, and the amount of
new assets in a given year has been comparable to other investors. At the
same time, in recent years new partners have joined the firm and brought
additional expertise and depth to the investment process.

Trust Company of the West/Mestmark Real Estate Investment Services

The general partners of Westmark Real Estate Services, the fund
manager of TCW Realty Fund II, have extensive experience managing real
estate assets for pension fund investors. The five general managers of
Westmark were formerly the senior executives of Coldwell Banker Capital
Management Services, where they were responsible for over $870 million in
real estate commingled funds and separate account investment for ten years.
Several other former Coldwell employees comprise the Westmark professional
staff.
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TCH Realty Fund II offers an investment strategy driven by a
computer based statistical market research discipline identifying
potentially attractive geographic areas, submarkets, property types
and financial structures for fund investment. Further, TCW provides
well-defined close supervision of their independently contracted on
site property managers.

Over half of TCW Realty Fund II will be invested in a debt
instrument designed by Westmark called "Equity Equivalent Loans",
a form of convertible/participating mortgages designed to trade the
tax benefits of a property investment to the seller in exchange for
a lower purchase price. Although the mechanism has been used by
Coldwell Banker and TCW Realty Fund I, staff is concerned that the
legal ownership of the properties acquired under this structure
could be challenged. There has been no court test of this issue.
In addition, up to 25% of the fund may assume leasing risk on
development projects subject to completion and other contractual
conditions. Due to the legal concerns about the Equity Equivalent
Loans and the assumption of leasing risk, staff recommends that TCW
Realty Funds be included in the Board's review of specialty funds in the
implementation of the third stage of the investment program.



O
o
<
i

o, wff«

N -
" A o o
G 1 . - F

me ¢

*x« i
. .

i R e




STATF NF MTNNFSNTA
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DATF OF FTNAI TNTFRUTFUW! Fehritnrre 14 19R4

NAMF OF FTRM! Knhlherday Kraviaes Raherta & Cn.

NAMF NF FLIND? 19R2 Trveatment Fartmercshis (Fiind

ATINRFSS AAS Madianm Avenue
New Ynrks NY 10007

TELFRHANF:  (217) 750-8300
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TYFF QOF FUNTIY | everaded Ruuwnnt

FROFPNSFT FILUINTI ST7F ¢
Mirmimum? $500 Millian
Mavwimim? 1 Rillinn
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TT.

ORGANTZATION

A

OUNFRSHTF STRUHCTURF NF THF FTRM AN TTS AFFTI TATTON WTTH
OTHFR FTRMS.

The firm e whnlluy auned hue the deneral rartrneral
Jernme Kohlherdy Ar.y Henru Kravise Georde Rohertavy and
Rnhert Machonmell. The ordanirmatinm ie nnt affiliated
with anu other firme.,

RFIATTUF FROMINFNCE ANTL RFIATTONSHTP NF UFNTUHRF CAFTTAI
TNUFSTMENT TN ATHFR ACTTUTTTFS CONTHICTFNT RY THF FTRM,

|l susradnd hiunnt inveasting s the anle artivitu
raondnerted ha  Knhlherde Kravis & FRnherts (KKRY, The
denpral partnerse and asasnciates will aepend arrrnvimatelw
75% tn 0% of their time manadind the npew Fund TTT. The
halarnece af their time will b apent mnnitaring Fund T
and Fund TT dinvestments.

RACKARNIINTT  ANTt PFRFORMANCFE NF  THF FTRM TN MANAGRTNR
UFNTIIRF FAPTTAl TNUFSTMFNTS.

KKR waea founded Mru e 1974, hu Jderome Knhlherase v
Hernrey R, Kraviesy and Genrdr Rnoberta, Qines  ite
farmatinne KKR has invested aver $325 million in sixteen
hiyvnnte, Prinr tn the foarmation of KKRy the froundins
sartrere invected their own rcar1tzl i 13 hnunnta dating
hark +tn 1945, Kahlherde Kravias anrd Rnherte are the mnet
puveprriencerd hinvnnt esprrrialiata in the Teveradsed hirwnidd
commind tu.

See Fuhihit T Rindrasrhicral TNata
Fuehihit 1T Ferformanee Nata
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QTAFF

Al

n.

NIIMRFR 0OF FROFFSATNNAL  UFNTURF CAFTTAI TSTS ANN SHFPART
FFREONNFEL o

Currentluy there are frnr deneral rartners in KKR and
four acanciates. KKR will  add arn additional assorjate
in 1984, derome Kahlherd and Henra Kravie manade the
New Ynrk nffires aided bu  Pazaul Rasthersy Nnn Herdrirhe
and Rarw Rladatein, Genrenr Roherte and Reahert
MacNanrnell arerate the San Franecisen offire with the
asajatarnce nf asenriate Mirhael Micrhelann, Tr additinn,.
the firm emrlous pight offire surenrt srrennmnel.

NIIMRFR OF TNUFRTMFNT FRNFFAGTNANAI S ANTFNI/SURETRACTETN TN
THF PAST TWNn YFARS,

Nrne merenn hae heen added and ane anhtracted 1 the eact
twn uPare.

FI ARNRATTAN NN ANGUWFR TN RIFSTTNON 2.

T 1983, Bard Rladstein Jnined the firm ae arm ascnriate
to rerlare | 1nurt Nint~vnl. wihn retired durind the wesnr,
fs a CPAy Rladatein’a imitial reernnaihi Tifu ia tn
manads the firm’s arconntins avateom.. Tiringt 18R, he
will hedin +tn  Aasat Knhlheard o»nd Kraovis in the
svaluation armd monidnring nf eroartfalin romeanies.

ALLNCATTAN NF  RFSFANSTRTITTTIFS  AMONGR  FMFI NYFFS NF THF
FTIRM.

The frur dgpneral rartners will acarime fir11
recernncihility far the armlertinn nf sartfnlin Framernipe.
Twun memhera of the term nf  deneral rartners Aare
assnriates  will he arcidnrnra t.n inveactidnte eprch
enterrntinal snrtfnalin ramenany ~red rrmaent bhedir Fimrdiog.
tn the team. Tf the grmernl partnera 1ol o craeoed!
with A hownitt . the initial e w11l AT QM
recranaihilitu far nedntint 1ns st MAaraesy rie the
investment. The Fatr will continoe tn hald

rpapranainhi litu fnr artivelu manitorins Lhe sartfndlin
ramrany until the invectment 1 lianidated.



E.

AFFILTATTIONS WITH RESFARCH ORGANTZATTNNS ANTI/OR
CONSUI TANTS,

Tnfreaientluy KKR emrlnus conantltante  siirh as Arthor T
|ittle to assist in the evaluation and/or manadement nf
rortfnlin comranies, KKR sreferes tn uyar 2 "rrnaw
fertilization" arrrnach, That isy the dgeneral] epartrnerc
fneter a team earirit on the sart pf their rartfnlin
romeany manadement by enlistindg corrent 3nd past ramranu
prerintivea tn sprve ae ardvisarse nar Rnard memhera foar the
firm’a other sortfolio companies, Trn structyrindg earh
hnunnt transactinmy KKR retains Nelnittes HRackineg & Sall:
tn allnerate the huuaut purchase erice to cnmeanu acsapte.

FTRM’ES CN-TNUFSTMFNT NFTWNRK OF FPROAFFSSTONAI VUFNTHRF
FAFTTAl TRTS.

KKR dAnee nnt ero-invest with other manadement howoot
arprialicte nr venture caritrliacta. Nur +n the lTarce
gize nf the Fiundse KKR raiaras the firm dnorae poat need 10
cundirate ite huunnt, traneartinpa. KKRE minimi»ea
rntential dicadreementa amnned rhn=-jnvectnre hu Jimitine
the numher nf rartircirants in each transartion.

KKR’c arrpce tn attrartive derla d6 nnt limited huy the
firm’s ra-investment snlicw, Thrnudgh the firm’e petunrh
nf huneinece rantartcs KKR demerates nuamerans hitvonl
prarnarla,  (Sep U-A)

WHAT FNMPFENSATTNN ANTI  TNRFNTTUF  SYSTFMS TiNFS THF FTRM
HAUF FNR TT& FMFI NYFFR?

Farh nf the deneral sartnere and acancriates will rereive
a aehare in the srnafite nf the Ffirm in additinen ta b
haese aalaru.

RTIAGRRAFHTCAI naTa NN KFY FFRSNNNFI TN HTITNR ARF .,
FNHCATTINN ANTI CHRONDI NRTC AL FMFI DYMFENT
HTISTARY/FXFFRTIFNCF (ATTACHFT TN THTIS RFFNRTY.

See Fuhihit T3¢ Ringrashiral Natz
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PARTNFRSHTF TNUFSTMFNT STRATFGY

A,

AUIITHNRTZFN FORMS NF TNUFSTMFNT?

100% of the existindg fPunds is jrnvecsted in comman «tock
amnd convertihle eprurities.

| OCATION

The exviating funde are well diveraifiend dendrashical Tu.,
Mnat nf KKR‘= curerent sortfolin camEaniac area
rondlameratecs with mation—-wide oreratinns.

TNNUSTRY GROIFPS!

arernvimatelu 9% af KKR‘e puictindg portfolin ramraniona
are stahle and matures Tow drnwth manofartniring firme.
The remajining 5% of the epvictind funde e invecetad in
the ecommuniratione area.

CARFOARATFE STARF NF NFUFI NFMFENT?

100% nf the ewicting fiinde jea invested in Teverased
huyaunnit .

TNUFSTMENT NRGANT7ATTNAN?

KKR waas 1ead 1nvestoar 1N 100% nf the firm’es howunnts.
KKR dnees nnt ra=-inveat with nther Trueradgrd huvnnt nre
vantiirr carit»rl firerms. (Qepe TTT-F)

NTIFFFRFENCFG TN FIHNT COMRASTTTIAN  RETUWFFN FXTSTTNG FIINTR
ANTI PRAFNSFN FHNT.

There will e 5% avrerecriahle g1 fferearnrea hotwren 1he
comsac1hinn nf the rwictindg frimda arod thad nf i

e M ) ‘f‘tlf‘nl"{.



G.

MAXTMUM PROPARTION OF CAFTTAL COMMTTTENR TO A STNGIF
TNTHISTRY. I ONATTNNy, FTRM QR TIFUFI DOFMFNT STARF.

Na mnre than 25% of the Found willd he commitied to «
csindle invectment., Im the event that a3 eorecifae
inveastment sxresrda this Timitatroans Fiimd savtirreant
Wwill he dgiven the oseortunitw to invest additional funds
nn 3 dierretionary hacisa,

Althondh KKR hars nnl. aent arerific limits on the amoond
nf raritnal that mav he commitdied tn 2 cinale indoat re nre
loratinney the firm will rmot Anlue divererfo the fLad 0
Furnd 777 sarifolin bt will alean ruarsie diveraifient ion

within 1individnal poartfnlan COmS AR S . Mnat nf KWNR .
cnerent. srordfelin camsantes are econdlomeratioa whairh e
divereciaTied v hnth induetre and Tnratinmn. KKR will

eplect cimrl-r coamsamieces for Foand TTT.



V.

PORTFNIL TN COMFANY SFIFRTTIAN/ACQINTSTTTION FROCFRS.

A. PRACFSSFS ANN SCRFENTNG TRTITFRTA UTTI TZFD
GFNFRATTONs TNVUFSTTGRATTION ANTE APCFFTANCF OF
AFPI TCATTONS.

RENFRATTON PROCFSS?

TN  THT

FIINTITHA

Nuer the rast fFfifteen 4yrarary Knhlherd, Kravia and

Rnherte have ctltivated an prutemcive mrtwnrl nf
rorenrate puprntives: lawumsras arcnimtant e arnd
invectment hankers from whnm FHma A frrmdt o

areliratione flow. In additions the firm artivrlae seol o
ot fundindg ideas hu  examinind annnal rerarta an
fimanrial lianrnale and hue ecnntarting comranwe NFNs,

TNUFSTTRATTAN ANTI ARCFRTANMF FPROACFRAFSK!

As diarncepd in TTT-Ty a twn memher teoam i Racicdnrd 40

inveetidate earh patential enrtfalin cCOmE Ane.
vicite the rramranus inveaeticater man,rdement «

Ther teoesn
fuaml RO

fimancial rernrdas and rondiict e » markert, atnrdu. Thiw-
inveetidatinng mauw take spveral manths tn comslete, The

team then rreaents ite firndinda to the Cermeral

ann acanriatecs whn diaraa and tehat e e
fimadinde, The denPrral sprtnpre coneiior the

rartnera

teoam’ w
e

rearammendatinne and veots whether ar net 40 erroeceed widh

the howvunnd . Fnr 2rrestance nf a soardlfrnli sy rameamvee 1o

three foanndindg deney o1 grrinwre mired nm osroimese 1

10 tindart abke L AW P Y rave et ant..

AR LS I

nr i

averovimaliela 00 fundindg ideaa the firm denerates parh
ueary KKR artivinle investidatpe 287 1o OO0 sy iy T

arrpete anlue 1 ta 2 firms for hounnt earh wear.

ARRFFNTING TRITFRTAL

Tt ia KKR’e e&nlinme in v in oA Tamidaodd ooml o af
cituatinne  nn n oamelsa hivete . F.uooh IR SEEIC T O Ok BEIVRR
inveatment i arlectond  ecavefonllu e {ho thinars af Lhe
tnvectment  srincisies apert reiteria Ao r i hosd e toiwe
whicrh KKR freled Are prrrdiealarla imsetrd .- 1o

siprrpes af the monsdement booavood,



RUSTNFSS CHARACTFRYISYTCS

1. Comeanies with <ctrondy proven oreratindg manadrmend
in elare at most  Vew Trurlea and A manadgement which
nunrerctands rash floawe accept  manadement  and relorn ar
investment,

D Camranies whirh marnfreture and «r1l sroducte which
are not snh.iect to rarid techrniodicel chandes.

3. fompanies whicrh marnnfaertore nr Adictrihnte
ernerirtare srofdniete xnnd ernoane 2 etraned market gneitinn
either Tne21lu ar natinnallw.

4. Famraniee whnee marufacrtoring pffirienriere patahliah
them ac "1nw ecnet sroadiucerc® within an incdnet ey therehu
en.inuing & romeetitive eddr over nthers in the armi
indanatra,

FINANCTAL CHARACTFRISTTICS

1. A ramsanst whoald hove AN aLVILT SENT AR nf at Tpast 300
millionn wilh et dneann ot oL Teeasd 2.5 mi Y Y ian. KRR
ereafrra tn AU T SO Aredee wi1lh fisher hiactariod
Tavelae nf aalepea ann PARTM R hiiem t thir ahilil-e 10
attrart and maintain 2 hichor prlatier nf marccdemeant o

2. There ahmitlc ho A Tfrirta Tow drht~ta=crenitae reodin
therphu et A YTeevr rier 10 1 e Foro rac it 1
atrurtiure.

X. The M A ehonlo hrwe » et yrr hiatars o
fdemopatrated srenfitabhin Ity E IV P b TV 0w RYETR 156
ahilitu tn madindain chowve VT er P it omoretine KKF
i and dnterected an dneneronral it e

4. Thern ehien Yol riey ) P st NIRRT DLk R T SR TR AR B

nnfunfdrd seneion et

KKR helisve. thint b rancent ratin N R I TRVITREE I ' RY P RN R

rameant e with 1 hr fTrivemety e B it VL S
rhararteriatir - o the vav b of Ty T yoaaa s
Timited.

-0-



R.

ROIF OF GFNFRAL PARTNFRS, OUTSTNF ANUTSNRE ANTL TNUFSTRR®S
TN THF DFLTSTNAN-MAKTNGR PRNACFSS,

The denesral eartners will have the enle anthorita o
rearansihilitue  for anuw  decisione  redarding rortfnlin
ramrane  inveatments, Ag i arieamrd in YTT-0. KR
considers ite current and sast rortfolio comeanse CFO. 1o
he valnahle advisors.

SCHFNINF FOR TNUFSTTING FUNN ASSFTS.

Fiind acaepte will he dnvested nver a threr tn g1 wear
rerinn, For indivindnal hpuuant  transactinn-e ceryveral
monthe +tn 2 wear maw he reanired  fnr the Fira tn
nesntirte and fund an inveastment.,

SYSTFM FNR Al I QCATTINGR  VUFNTUHRF CAPTTAl TNUFSTMENTS AMDNG
FUNTIS/ACLNIINTS,

KKR’« Fund T arnd Fund TT are fullua inveatrr. Thre ecwauila
in 2R1Y pan=-tay nrienterd  hnwonte ecansommpated he KK w11
he finanred anlelu thranagh the nmew Fund TTT antil dtb de
f1111la  dinveeted, Hnupvrre KKR maw nrdanirzn cervnra]
taw-nriented hiuwnnt treneactinme Adnrind the term nf Hhe
mew Fund 777, Therefnrees Timited srartnere whn a0 +ae-
nrienterd Will he divern the aprnrtimite +n ecarticdsy ~te e
1hear hiaunute o 2 diarrrtinnare haaice,




VI.

FORTFOILTO COMPANY TNUESTMFNT MANAGFMFNT

A,

TYFFS OF RUSTNFSS ASSTRTANCF TN RF FRAVINFT RY RENFRA!
FARTNFRS TN FORTFOI TO CNMFANY MANARFMFNT.

KKR will wnrk elneaerluy with srartfnlin comrany manadement s
groviding assistance in all  aaprerte of the hincineaca,
Howevers duep tn  the financial riek which leveraded
hiunnte entaily KKR’s  tor errioritu is deperating rach
piirkly to redice deht, Tmmediatelue after the bhooenod
KKR wil} aggiat the recnmeanyt with asnaet manadrmend
prodramsy ineclndind socscihle diveestitureae t0o inrreace
cash flnw. KKR wil) alanp assiat earh rameranw in its
aranicitions and carital investment grodrameay a3a well 2
arduvicing the comeaniee as tan the timind and the heat
alternatives fnr nhtainine additinnal rarital, Tr
arfditinone KKR slaree particnlar emrhaeaiea an eatahliching
pfficrient manufarturing  aucteme and contrallind erneate.
nrltind rasital manadement e roncidered ecritiral.,

rROLF nfF RFENFRAI FARTNFRSR TN FARTFNI TO COMFANY
NECTSTNN-MAKTNR .,

derame Knhlherdse Henru Kravise and GBenrde Rohertae will
contrnl the Raard nof Thirerrtore of earh roartfnlico
camranw, At Teast tun nf  the team nf derneral rartners
and acaenriates will attend earh Roard mertimg apd will
he artivelu invonlverd in acsistindg enrtfalino cnmranv
mamnadement an an ondnind hasis,

FRFFARATTINON  FDOFR TFRMTNATTNON OF FORTFNI TR COMFANY
TNUFSTMFNTS,

KKR ranciders the eventnal terminatinn nf earh snrtfnlin
romeany investment  at the time  the romrarnv ia firat
svalnated and will arcest  fnr inveatmernt nnalu thoee
ramrrRniee whirh offer mnrere tham onne entential ewid
methnd.

KKR terminates ite sartfnlin ecnmranw investmente hu
«pllindg ite comeaniea t.n lardr erarenratinnaes b tabing
the rameraniee pithlicy or huw apllindg jta shareprae hark 0
manadrment, .

-10~




n.

Nuring the term of an  investmentr KKR make=s a8 enrtfnlin
romerRnw mare agttractive far sohliec offerind or corenrate
armilicitinn hy pavindg deht donun ainickla nver the firsl
tun tn three ueare t0 nnermal industeru Teveles inveeting
in R&N  and carital imerovementese and/or  acauirindg
additinnal comranies.

PROTFLTTUF COUFNANTS AND MANAGFMFENT TNCFNTTUF FROVTSTONS
HTTIT7ZFN TN PURCHASF AGRFFMFNTS.

KKR ntilirzees a varietw of warrantiers and reeresentatinns
in ite purchase adreementa. To erntect ite prNitw
investmentse the firm emelnue twn mainr covenantea!l

1. Fart.fnlio romrany  manadement ‘e ertiita veate aver i
five wupar serind an that manademmnt ie mntivaterd +n
remain Wwith the comranu,

2. Trm everu sirrhace adrepament e KKR direliadee 0 hoo=mart
FrAVISInn which giyepa KKFR the ridant tn I R
manader’ea stork iran hie ar  her derarture froam Lhe

partfnlin rameanu.,
Faor manpdement inrentiveay KKR recervee 3 sanl of common

atrnrk fnr atorck netionea ann atnerlk salere 0 rcw memhera
nf the partfnlin comsanv’e manademrnt team.
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PARTNFRSHTP | FGAl AGRFFMFNT ANT FUND ATIMTNTSTRATTON

A,

RFFEORTTING ANTI VAL HATTON

PARTFOI TO VAL UATTNON

1. Freauency/by whom?

Fach fund sartnershier will he valued on an annual hasis
hy the demeral partners,

2 Ualuation Meathnde lleerdl

Farh fund partnershis inveastment ie rarried at enact an
KER’a imtearnal repnrte nntil Yimnidatinn.

CHTENT COMMUNTCATTONS

.

1. Farmat/freanerncye nf furnd/eclient communicalbinned

Farh fund gparticieant will recprive Anrnil 2ty e
firmanrial ctatements for anrh frimed vrartrnerahir ., The
fund garticirante will 2lan rerrive quarterla fimanmi ]l
statemente and an znnnal rerart froam each cnmrane whnoe
carnritiees are heled he furnd sarticiranta.

FFFS ANTI FXFFNSFS,
1. Marnadement Fee Stritrtire?

KKR will rerepive an invectment  hankins fer from each
sartfnlin roamesna fre Avrrencind the Arruicttinm,
Furtherre KKR will chardr pach ecoamsane in which the fiem
invrata an  annnxl rivt2inmre frr manacsement arrviree
sravinded hu the firm. Trm additinmy KKR will reececive an
anrital fee fram earh Fumd sarticirant o ~n amnnnt eened
tn 1.5%% nf the initial rommitted rarital, The frr will
he inrreracert  hu 10% o e s ramennna e Sl WEIRA
terminater 2t the parlimr nf t.he rrd nf the cive—wm.y
rammitment rerind nr thre date nr whirh A1 the fand ave
fiulluw investerd.

2. Are feepa wauahle fram inrame?

Yea.
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2, Revernne charing 2nid  denerxl rartrnera’ rarried
intereat!

after the return of the Jimited partrners contribhnfed
raritalsy the net realired ernfite will bhe 3Ylorated RO%
tn all limited sarthnerae as a2 drour  and  20% tn the
general rpartners.

4. Additinnal epureneee allnrated tn limited rartneratl

Nn additinn eurenars  will he allncated tn Yimited
rartnera,

8. Niatribntion nf Rethrn Fnliira (rach va., in~-Find
dietrihutioney re-investment nf retorned?

KKR will pramertla dictrihnte 211 sroceedas dividende ar
intererst inecnme nn eprnrilipe arnrn will il re-invead
retiirne, A1Y Adictrihbidinmne will he in rxeh ne i Treelw
t.radeahle seruritiex,

TFRM NF FARTNFRSHTPR?

A aprarate Fund sartaerchisr will he pratahliashed for each
hovnnt . The term nf earh furnd rartnershis will he
tweluve urars,

The derneral rartners have rnt incrluded  evtencinn
ernvicinne in the sartnerchis adreement. At thr rerueat
af 2 numher nf JTimited sartneras hawevers the droeral
rartnera arp cnneidprrindg incrorenratl ind erutoneing
srrvicinne in the rartnerehis Adoriment<,

SCHFNIIF FNR TAKFTINWN OF TNUFSTNR COMMTTMFENTS.

Farh Fund sartirisant will ernteor imnto & rAammitment to0
ernvide the addredate amnunt nf hic gartirisatinn in the

Fiimd nver a mawimom eorind nf LA RY: UPATS . Mo st
limited rartnerahis will he formen far earh hnunnt in
whirh the Fund inveats., KKFE will rall the ecnmmtttond

rarital as neederd pver the iy weapr availahilitu reraad
arnd will pravides 20 dauve nntice.

-13-
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CINSTING NATF FOR COMMTITMFNTS.

March I1s 1984,

USF NF | FUFRAGF.

Farh transaction will he atructired so that Jimited
gartrnere will sarticriessate in the equitye portion of the
huuont financindg, Howevers Timited sartners have the
netinan of particigating i the debht financind, The
averades deht-to-eanitw ratin for KKR hiiunute 96 3.5/71.

NUITSTANNITNG CFNSIIRF NF | TTTRATTON.

At anu times there are normallue 3 pumher nf charehnlder

lTawanita rsernding againat KKR. Serrifirallus A
sharehnlder nf a sortfnlin cCOmean« whicrh i heinmd
acnitired hw  KKR maw initistr litidatinn Aadainat the

firm. Sirh eitite aften rhar<e thprt the ahore rrirr w2000
by the firm fdnepsa nnt arrcuratelae reflecl aaert valuea.
Hrwrvery this 16 nint TLOEUGE far ther hirvenagt rommind 4o
KKR carefiillu fallawe epatahliahed 1ragrl sracoediirne faor
encirine the farirmnesa nf tine vt teoan arnt inre, Aa »
ronarnienreys KKR hae heen verw aicreaafnl in having gl
lausitits Aiamicard.

ATTARNFY GFNFRA!I S FTINAl RFUTFU.,

Thm proacareass.,

-t 4-



UTTT. NI TENT RASF

FIRM FIINTI CAOMMTTMFNTS

Nredorn Fiihlie Fmeloueee
Washindgtan Puhliecr Faslouwees
Mirhidan Fuhlie Faslnuere
Metrnenlitan | ife

Fanitahle | ife

Flertra Haneae

Jdnhn Hanenerk Thsuranece Cn.
KTF

linited Telerammiiniratinne
Tektraniyw

Hillman Coamsanies

Firat Chiradn Rank

Sariiritu Farifiec Rank

Ranlk nf Amerira

B.8, Natinnal Hanmnk of Nrednn
Cantinental T1linmnis
Rankere Trust + M. T.T.
Firat Ramk nf Minmeaernlie
Harvard lHniveraitu

State nf New Yark Fuhliece Fmelnueea
Samirrl Mantadn £ Cn. 1 tA.
Carncrdiecr Mallon

Yale lHiniveraitu

Hitgdhere Airrpraft

Alrna

KKR Acanriatea
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IX.

INTFRUTFWFR CAMMFNTS

Knhlherdg, Kravie & FRnherte i the mnet eurerienred
hiyupnt drone oereratindg  todau, Jernme Kohlberds Henru
Kravie and GBepnrde Rohertsy who have heen investind in
leveradged huunnts aince 1945, are ronsidered leadera in
the leveraded hnuwont field. Todethrrey the memheore nf
KKR will inveet arernvwimatelud $10 @illinm nf their nun
carital in Fund TTT7.

Nne nf the aepprtae nf huunit s in whirh KKF hasa
enonsiatentlu led the leveraded huunnt cnmmonita has heen
in the ecize nf  hiuants serformed. Althnucdh the ¢1

hillinn currentlua heind raicerd iea Tardey relative tn
raat funrdeas KKR  has deaidrned Fiand 1Y tn avnid the
intemer erire rameetitinn which 16 tabine slare Aamnnd
nther hnwnut grouras hankes and  hrokeradr firme 2t the
cmaller huunnt level. Nther hiivnnt denuees arane Al moaty
half the cires nf t.he KKR Furn. Wit the 1 Hi11i0n
#nnle KKR’c primare  cameetitinm far ite Tarde hownnt s
will he erarearate hiuers.

The sire  and  structure of  Fund 1717 are desidnerd tn
anahle KKR tn ecnmeete mnre effertivelw with itea Tardas
rorenrates ramretitare, Prinr +tn Fund TTTe KKF/a hnwnnt
trancartinne wrre arcnmreliched hu means nf cach merdera.
whirh refitire e tn 120 Anve tn ram=iete. IR G R
120 dauw  serior enrearate hhvwere  econld enter the
nedntiatinmne and anthid KKR., Nawe hnweverre the ci e af
Fiund TTT armd the Fund’e 20 daw c211 esrovician will 2130w
KKF tn atriictiire it sHrrhacec Ao fraiendlw LI s FARE
nfferaey whirh reauire nnlae o0 drue 1n arcnmeliah., KK
antiriratec that frw ecnreoratr hiueres will he ahie tao
ramelirte an purlurtinn and cinhmit » riverl hid wrlhn
that shart time serind,

KKR has aetriectirrd the Fund ) that the fierm wildll bhauve

the rasital AvarYanle 1.n fdnllas e ERVER ST 1. Tare
leveraden hounnt inveatmerntar Traarrine Fund TTT '
vittrnernhilitw tn eronnmic cwurlec, The $1 hillimpe w1

he invested «lnuwlu nuer = sorind nf threre tn a1 vesred
ARl ane tn twn rameaniee Wwill hre sarrhacaed each wenr.

-1 Ah-



KKR is conservative in ite strurcturing of individnal
Teveradas hnunnt transartinnar ieing  leae deht than manw
nf the lepverader huunut drniiecs., The debht/ecauite ratin
for the tusical KKR  huunat ie areravimatela X571
comearindg favnrahlu with the 471 ta 1071 rande emelnuerd

hy nthere, Furthers KKR structiiree ite tramcartinne
with ferw Jauers of deht. Tn most inctanresy KKR’a deht
partirirante snrrhaae iAdentiral vertiral striga nf

suhnrdinated deht with enmititue kirkers, Tre thie waae KKFR
arperde 11 the transartinns arnd minimiTes anu sntentdial
dicadresmprta amnnd cn-inveatnr drnnirs.

Tr ciimmards the purarienre nf the deneral martnerae the
aire and aeternrtyre nf Fupd  TYT, and the rdesidn nf
individnal hiunnte are all sneitive fartare whirh shnnld
he rancidered in the evalnation nf KKF .
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EXHIBIT | : BIOGRAPHICAL DATA

JEROME KOHLBERG, JR. Age 58. B.A., Swarthmore College, 1946. M.B.A.,
Harvard Business School, 1947. L.L.B., Columbia Law School, 1950. Prior to
founding Kohlberg Kravis Roberts & Co. in 1976, he was a Senior Partner and
member of the Executive Committee at Bear Stearns & Company. During the
last ten years of his career with Bear Stearns & Company, he was in charge of
the investment banking and corporate finance activities of the firm, which
included public underwritings, private placements, mergers and acquisitions, and
management buyout financings.

HENRY R. KRAVIS Age 39. B.A., Claremont Men's College, 1967. M.B.A,,
Columbia Graduate School of Business, January, 1969. Prior to founding
Kohlberg Kravis Roberts & Co., he was in the Corporate Finance Department of
Bear Stearns & Company from 1970 -1976, having become a Partner in 1975. His
experience at Bear Stearns included management buyouts, acquisitions, private
placements and public underwritings. Prior to his experience there, he was a
Vice President at Faherty & Swartwood, Inc., where he arranged venture capital
financings. From 1968-1969 he was a Vice President at Katy Iniustries. Inc..
where he was responsible for corporate planning and mergers and acquisitions.

GEORGE R. ROBERTS Age 40. B.A, Cum Laude, Claremont Men's College,
1966. J.D., University of California (Hastings) Law School, 1969. Prior to
founding Kohlberg Kravis Roberts & Co., he was in the Corporate Finance
Department of Bear Stearns & Company from 1969-1976, having become a
Partner in 1973, His experience there included numerous management buyout
financings, private placements, and mergers and acquisitions.

ROBERT I. MacDONNELL Age 45. B.S., Penn State, 1961. M.B.A., Wharton
Graduate School of Business, 1966. Prior to joining Kohlberg Kravis Roberts &
Co. in 1976, he was a Partner at MacDonnell, Stephens & Company where he
initiated and participated in small management buyouts. From 1966-1970 he was
a Senior Consultant at Arthur Anderson & Company where he specialized In
consulting and financial reportuing for professional, hght manufacturing and
distribution businesses. On January 1, 1982 he became a general partner of
KKR.




DONALD J. HERDRICH Age 40. B.E.E., Marquette University, 1966. M.S.,
Marquette University, 1968. M.B.A., University of Chicago, 1972. Prior to
joining Kohlberg Kravis Roberts & Co. in 1978, he was a Vice President with
First Chicago Investment Company (1970-1978), an affiliate of the First
National Bank of Chicago. His responsibilities included the negotiation,
structuring and monitoring of numerous private placements, including venture
capital and management buyout investments.

PAUL E. RAETHER Age 37. B.A,, Trinity College, 1968. M.B.A., Amos Tuck
School of Business Administration, Dartmouth College, 1973. Prior to joining
Kohlberg Kravis Roberts & Co. in 1980, he was a Vice President at Blyth
Eastman Dillon & Company, Incorporated, in the Corporate Finance Department.
At Blyth he was involved with numerous financings, both public and private,
merger and acquisition activity and financial advisory work.

MICHAEL W. MICHELSON Age 32. A.B. Cum Laude, Harvard College, 1973.
J.D. Cum Laude, Harvard Law School, 1976. Prior to joining Kohlberg Kravis
Roberts & Co. in 1981, he was with the law firm of Latham & Watkins in Los
Angeles. At Latham & Watkins he was involved in a broad corporate practice
while specializing in management buyouts.

GARY GLADSTEIN Age 39. B.A., University of Connecticut, 1966. M.B.A,,
Columbia University Graduate School of Business, 1968. Prior to joining
Kohlberg Kravis Roberts & Co. in September 1983, he was with Arthur Young &
Company for 13 years. He was an Audit Principal having responsibility for
accounting and auditing services to several multinational public and privately-
held clients in diverse industries. From 1968-1970, he was an Operations and
Cost Analyst at the Sikorsky Division of United Technologies Corporation. He is
a member of the American Insitutute of Certified Public Accountants and
Connecticut Society of Certified Public Accounts.




EXHIBIT Il: PERFORMANCE DATA (A)

MANAGEMENT BUYOUTS COMPLETED BY KKR SINCE ITS FORMATION

Date of
Invest-

Company (Owner Prior to Buyout) - Description of Business ment

A.J. INDUSTRIES, INC. (NYSE) — Company is a diversified 1977
manufacturer of industrial products, including
brake drums for truck and trailer suspension
systems, and a manufacturer of military
aircraft equipment.

L.B. FOSTER COMPANY (Privately-Held)— Company is a leading 1977
distributor and manufacturer of oil country
tubular goods, pipe, piling, and rail.

U.S. NATURAL RESOURCES, INC. (ASE) — Company produces 1977
coal and manufactures lumber milling machinery,
and air conditioning and refrigeration
units.

HOUDAILLE INDUSTRIES, INC. (NYSE) — Company is a 1979
manufacturer of pumps, machine tools, and other
industrial products. In 1981, Houdaille acquired
Crane Packing Company for $203 million through
leveraged financing.

SARGENT INDUSTRIES, INC. (ASE) — Company manufactures 1979
a variety of control devices.

F-B TRUCK LINE COMPANY (OTC) — Company is a regional 1979
carrier. This company was acquired by Eagle Motor
Lines as a management buyout.

EATON LEONARD CORPORATION (Privately-Held) — 1980
Manufactures computer~controlled tube
bending machine tools.

THE ROTOR TOOL COMPANY (Cooper Industries, Inc.) — 1981
Manufactures highly-engineered heavy duty tools
for industrial applications.

THE MARLEY COMPANY (NYSE) — Manufactures water 1981
cooling towers, air cooled heat exchangers,
hot water and steam heating systems, vertical
turbine, submersible, waste water and
sewage disposal pumps, also constructs and
maintains municipal water wells.

Total
Purchase Price

and Financing

26,500,000

106,005,200

22,500,000

355,00C,900

26,008,000

381,005,330



Company (Owner Prior to Buyout) - Description of Business

LILY-TULIP, INC. (Owens-Illinois, Inc.) —

Manufactures disposable paper and plastic
containers of various types.

PT COMPONENTS, INC. (FMC Corporation) - Manufactures
power transmission products including bearings,
industrial chain, industrial motor brakes
and clutches, and mechanical variable drives
under the "Link Belt" name.

FRED MEYER, INC. (OTC) — Company is a leading
retailer in the Pacific Northwest selling
a wide range of general merchandise.

NORRIS INDUSTRIES, INC, (NYSE) - Company is a
diversified manufacturing company with operations
in building and remodeling products, industrial
and defense products.

PACIFIC REALTY TRUST (ASE) -- Company was a closed end
real estate investment trust based 1n Portland,
Oregon with a portfolio consisting primarily of
real estate equity investments.

DILLINGHAM CORPORATION (NYSE) ~ Company is based in

Hawaii and engaged in heavy international construction
activities, distribution of propane gas, and barge
and towing operations.

GOLDEN WEST BROADCASTERS (Gene Autry & Signal Companies)
Company owns KTLA, which is the largest
independent television station in Los Angeles.

SUB-TOTAL

Discretionary Tax Oriented Investments

PACK RIVER TIMBER (Privately-Held) — Company owned
180,000 acres of timber lands in the Pacific
Northwest (Idaho Pine Timber Associates)

and operates seven mills (W-] Forest
Products, Inc.).

AMERICAN FOREST PRODUCTS COMPANY (Bendix
Corporation) — Company owns 133,000 acres of
timber lands in Northern California and operates
a number of mills and plants.

GRAND TOTAL

Date of
Invest-

ment

1981

1981

1981

1981

1983

1983

1983

1979

1981

Total
Purchase Price

and Financing
170,000,000

150,000,000

435,000,000

420,000,000

58,000,000

440,000,000

$2,937,500,000

136,000,000

425,509,900

$3.499,000,000




' EXHIBIT II: PERFORMANCE DATA (B)

l EQUITY INVESTMENTS IN BUYOUTS
SINCE THE FORMATION OF KKR
_ Annual
l Year Year l??me%; E%uzeg-/ ComR.O.lr:ded
Investment Made  Sold/Valued "(§000) & oo0) Basis (1 T%
lA. 3. Industries 77 83 1,700 (3) 40,800 E 69.8
.L. B. Foster 77 83 1,740 (3) 16,692 M 45.8
U. S.N.R. 77 83 964 (2) 14,454 E 57.0
lHoudaille 79 83 9,087 (2) 9,087 E o
Sargent 79 83 500 (2) 3,229 M 59,4
lF-B Truck Lines 79 83 727 (2) 727 E ol
Eaton Leonard 80 83 1,150 (2) 1,150 E s
lRotor Too!l 81 83 1,650 (2) 1,650 E 0
Mar ley 81 83 10,184 (2) 10,184 E ’
Lily-Tulip 81 83 30,000 (2) 90,000 E 73.2
'PT Components 8] 83 6,150 (2) 6,150 E 5
Fred Meyer
Corporate 8] 83 52,243 (3) 191,554 E 9:.5
Real Estate 81 83 57,000 (3) 114,000 E 4L
Norris 81 83 20,350 (2) 129,500 E 152.3
lPac Trust* 83 83 19,300 (2) 19,300 C N A
illingham 83 83 49,900 (2) 49,900 C N A
KTLA® 83 83 65,000 (2) 115,000 E 152.5
' TOTAL 327,645 813,377

ANNUAL COMPOUNDED RATE OF RETURN ON INVESTED CAPITAL EQUALS 62.7%.

* Pac Trust, Dillingham and KTLA are not included in composite R.O.l. calculations since the
holding period is less than one year. The annual R.O.l. shown on KTLA is based on a six-month
l holding period.

(1) Basis for determning value:
M Quoted stock price
. E Estimated by KKR
C Cost

2) Equity Investment - KKR and its Limited Partners
3) Equity Investment - KKR and its Limited Partners Plus Additional Equity
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MEMBERS OF THE BOARD:
GOVERNOR RUDY PERPICH
STATE AUDITOR ARNE H. CARLSON
STATE TREASURER ROBERT W. MATTSON
SECRETARY OF STATE JOAN ANDERSON GROWE
ATTORNEY GENERAL HUBERT H. HUMPHREY Il

EXECUTIVE DIRECTOR
HOWARD J. BICKER

STATE OF MINNESOTA
STATE BOARD OF INVESTMENT

Room 105, MEA Building
55 Sherburne Avenue
Saint Paul 55155
296-3328

February 8, 1984

The State Board of 1Investment is pleased to invite you to
attend its third annual conference on Pension Investments on
March 8, 1984 from 8:00 A.M. to 3:30 P.M. at the Minnesota Club
(317 washington Avenue between Fourth and Kellogg in downtown St.
Paul).

We are particularly pleased that several prominent experts in
the investment field will be on hand to discuss investment issues
and answer your questions.

Our speakers include Richard Hoffman, President, R.J. Hoffman
& Co. and former Chief Investment Strategist for Merrill Lynch;
noted economist Robert Marks; Stan Pratt, a leading authority on
venture capital investments, and three of the external equity
managers who invest assets for the State Board of Investment:
Fred Alger, Fred Alger and Co.; Robert McFarland, Beutel Goodman
Capital Management; and Ronald Sloan, Siebel Capital Management.
Our luncheon speaker is the former White House Chief of Staff
Hamilton Jordan.

Enclosed you will find a schedule of speakers. Please feel
free to attend any or all of the day's events. We request that

you make a reservation for 1lunch by returning the enclosed form
or by calling our office at 296-3328 by March 3.

Sincerely,

Yl

ﬁ;ém%22a?é%/

Howard J. Bicker
Executive Director

Enclosure

AN EQUAL OPPORTUNITY EMPLOYER



MEMBERS OF THE BOARD:
GOVERNOR RUDY PERPICH
STATE AUDITOR ARNE H. CARLSON
STATE TREASURER ROBERT W. MATTSON
SECRETARY OF STATE JOAN ANDERSON GROWE
ATTORNEY GENERAL HUBERT H. HUMPHREY Wl

EXECUTIVE DIRECTOR
HOWARD J. BICKER

STATE OF MINNESOTA
STATE BOARD OF INVESTMENT

Room 105, MEA Building
55 Sherburne Avenue
Saint Paul 55155
296-3328

STATE BOARD OF INVESTMENT
INVESTMENT CONFERENCE

March 8, 1984
8:00 A.M. - 3:30 PoMo

MINNESOTA CLUB
317 Washington
(between 4th and Kellogg)
Downtown St. Paul

8:00 Coffee and rolls

8:25 Opening remarks

8:25 - 9:25 Robert L. Marks Economic Overview
Issues:

---prospects for a continued economic recovery
---regional economic outlook
---implications for investment strategy

Robert L. Marks is Executive Vice President,
Treasurer, and a Director of Siff, Oakley,
Marks, Inc., an independent consulting firm
based in New York. The company provides
economic research and investment opinions to 80
financial institutions and industrial
corporations whose combined assets under
management exceed $175 billion. A business
economist by training, Mr. Marks received a BA
in economics from Hamline University in 1965 and
an MBA in Finance from 1Indiana University in
1967. Prior to establishing his own firm, Mr.
Marks worked for six years as an economist with
Lehman Brothers. Mr. Marks is frequently quoted
in the financial press and has been the featured
guest on Louis Rukeyser's "Wall Street Week"
television program.

AN EQUAL OPPORTUNITY EMPLOYER



9:30 - 10:25

10:30 - 11:25

Richard Hoffman Investment Strategy

Issues:

---the risk/reward relationship for stocks,
bonds, and other asset classes in 1984

---economic variables to watch during 1984
and their impact on investment strategy

Richard J. Hoffman is an international
financial figure who achieved prominence as the
Chief Investment Strategist for Merrill Lynch.
Mr. Hoffman is now President of his own
investment advisory firm. Richard Hoffman
received his MBA from Harvard in 1970 and was a
member of "Institutional 1Investor's All Star
Research team" for five consecutive years. He
has numerous articles to his <credit in major
magazines and has appeared on "Wall Street
Week."

Stan Pratt Venture Capital

Issues:

---historical review of venture capital
~---future prospects for venture capital
---pension fund investment

Stanley E. Pratt, President of Capital
Publishing Corporation, is recognized as a
leading authority on the venture capital
industry. He is editor and publisher of the
"Venture Capital Journal," which has been
reporting and analyzing business development
investing since 1961, and is editor of the
seventh edition of "Guide to Venture Capital
Sources." A 1953 graduate of Brown University,
Mr. Pratt spent two years in the U.S. Navy as a
destroyer officer, seven vyears in investment
banking and brokerage and 14 years with two
private venture capital firms prior to
purchasing Capital Publishing.



11:30 - 12:45
12:45 - 1:30

1:45 ~ 3:00

Lunch (cash bar available)

Hamilton Jordan Political Perspective

As former Assistant to President Jimmy
Carter and White House Chief of Staff, BHamilton
Jordan is recognized as a preeminent strategist
and observer of the American political scene.
He was intimately involved in the major foreign
and domestic policy decisions of the Carter
Administration, most notably the negotiations
for the release of the Americans held hostage in
Iran. Hamilton Jordan now teaches at Emory
University and is the author of CRISIS: THE
LAST YEAR OF THE CARTER PRESIDENCY.

Discussion with External Money Managers

Three of the State Board of Investment's
external money managers will discuss:

--=-the role of external managers in a
multi-manager system

---individual investment philosophies and
strategies

Robert McFarland Beutel, Goodman Capital

Management

Bob McFarland is President of the U.S.
affiliate of Beutel, Goodman, one of Canada's
largest investment counseling firms. He plays a
major role in the formulation of investment
strategy and the selection of individual stocks.

From 1977 through 1981 Mr. McFarland was
Vice President and a Director of Vaughan, Nelson
& Hargrove Inc., a Houston investment counseling
firm. From 1968-1977, he was on Wall Street
with Mitchell Hutchins & Co., an institutional
brokerage firm.

Mr. McFarland graduated from the University
of Oklahoma in 1964 with a B.S. in Engineering
Physics and received an MBA in 1966 from Harvard
Business School. Following graduate school he
spent two years as an officer in the U.S. Army
designing computer systems at the Pentagon.



Ronald Sloan Siebel Capital Management

Ronald Sloan is a partner of Siebel Capital
Management. He is a portfolio manager and
research analyst.

Before 3joining Siebel Capital Management,
Mr. Sloan was Vice President and Chief
Investment Officer of American General Capital
Advisors. In addition, he has held investment
positions with Stephenson & Co. and State Farm
Insurance. Mr. Sloan is a CFA, a member of the
Financial Analysts Federation and the Security
Analysts of San Francisco. He received his
undergraduate and graduate degrees from the
University of Missouri.

Fred Alger Fred Alger & Co.

Fred Alger is the President and Chairman of
the Board of Fred Alger & Co. Prior to founding
Fred Alger & Co. in 1969, Mr. Alger was a
portfolio manager for Winfield & Company. He
has also worked as a security analyst for North
American Securities and Wells Fargo Bank. Mr.
Alger is a graduate of Yale University and
received an MBA from the University of Michigan.

Please feel free to attend any one or all of the day's
events. We request that you make a reservation for lunch by
returning the attached form or calling the State Board of
Investment at 296-3328 by March 3, 1984,




STATE BOARD OF INVESTMENT

INVESTMENT CONFERENCE
March 8, 1984

NAME:

ORGANIZATION:

I plan to join the Investment Conference luncheon.

I do not plan to join the Investment Conference luncheon.

PLEASE RETURN TO: The State Board of Investment
55 Sherburne Avenue, Room 105
St. Paul, MN 55155 (or) call 296-3328
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I.

STATE OF MINNESOTA
EXTERNAL EQUITY MANAGER UFDATE INTERVIEW

INTERVIEW DETAILS

1) Name of manaser interviewed Herbert R. Smith

2) Date interview conducted January 10, 1984

3) Rerresenting Minnesota State Roard of Investment

Howard Bicker Executive Director

Jeff Bailey - Assistant Executive Director
Mark Edwards Portfolio Manager

Daralyn Peifer Investment Analyst

4) Rerpresentins manaser

Herbert Smith - Portfolio Manager
David Bagbee - Portfolio Manager



II. FPERSONNEL

1) Explain any staff derpartures since last interview

Jerry Sides, the firm's portfolio manager with responsibilities
for fundamental analysis, left in early 1983 at the request of

the firm. The departure was a result of Herbert Smith's belief
that Sides' approach to investments was not compatible with his
own.

2) Describe any staff additions since last interview

David Bagbee has been hired as portfolio manager to replace
Jerry Sides. In addition, George Moody has been hired as an
administrative assistant. A block trader and several support
personnel have also been added to the staff.

3) Describe any changes in the status of the srecifac manaseric)
assisned to the SEBI‘s account

David Bagbee will bear the major responsibility for the firm's
fundamental analysis and will assist Herbert Smith with the
management of the SBI portfolio.

4) Comments

Jerry Sides' departure caused a temporary disruption of the firm's
investment operations. However, Herbert Smith believes that David
Bagbee will be a much more effective complement to his own investment
style. Staff will continue to monitor this situation closely.



111,

CLIENT BASE

1) List
10/15/82 1/10/84
Prior Interview Latest Interview
Market Market
Account Nuaber Value Nuaber Value
Total 28 $120 28 $200

2) Provide list of new large institutionsl sccounts

None

3) List and describe circumstances behind any sccounts
larser than ¢5 million lost since last interview

None

4) Coaments

Although the firm has no specific plans to limit its growth,

jt is no longer actively seeking new clients. For the foreseeable
future, Herbert Smith anticipates 1ittle growth in the number of
clients.



IV,

INVESTMENT STRATEGY

i) Economic outlook

The growth of the economy is expected to slow throughout 1984,
with inflation continuing to moderate due to lower commodity

and unit labor costs. The firm believes that secular inflation
has been brought under control and anticipates that interest
rates will remain at current levels or decline moderately during
the year.

2) Financial market outlook

The firm views bonds as attractive relative to stocks on a total
return basis and considers a bond market rally to be underway.
However, although the firm assesses stocks as fairly valued at
present, it anticipates that a decline in interest rates will
precipitate a short stock market rally. Thus, the firm believes
that stocks may outperform bonds over the short term.

3) Current and near-term rroJected asset mix

Due to its analysis of technical indicators which sugagest a near-

term stock rally, the firm has reduced its cash position from 20% to 13%.
However, the firm is prepared to raise cash quickly if such a rally
should occur believing that stocks are not undervalued at this time.

4) Eauity sector emrhasis

The firm is retaining its heavy overweighting of the financial
stocks, in particular, insurance stocks. In addition, it is
cautiously increasing its exposure to cyclical stocks. Although

it has increased its energy position, the firm is still underweighted
in the energy sector. The firm has decreased its base of small
capitalization stocks and is currently emphasizing quality, larger
capitalization companies due to liquidity concerns.



