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Organizational Chart
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The Board’s Missions

Investments
In-State Loan Programs
Municipal Lending

4Montana Board of Investments March 2014



Board Meetings
Work/Education Plan

 Board Meetings – Six Regularly Scheduled
◦ Quarterly 
◦ Two additional
◦ And as needed

 Work/Education Plan – a Key Agenda Component
◦ Systematic
◦ Comprehensive
◦ Public access
 Open meetings
 Robust website
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Board’s Clientele 
and Investment Focus

Retirement Systems
 State Agencies for Operations
Trust Accounts
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State’s Retirement Plans

 Over $9 billion in investments
 Nine retirement plans
 A blend of investments
◦ Significant reliance on equities for 

better returns
◦ Additional component in bonds for 

safety and liquidity
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State Agencies for Operations
 Every state agency – cash disbursements for State 

operations
◦ Over $3 billion in investments, hundreds of users
◦ STIP – short term investment pool
 Most common state agency use
 About 170 Montana governments use STIP
 Investments in very short, safe, liquid, money market assets

 Examples of aggregate payments that Board provides
◦ State payroll
◦ Retirement payments
◦ School equalization
◦ State debt payments
◦ Tax refunds

 Close coordination with State’s treasury bureau 
within State Administration
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Trust Accounts
 Numerous agencies, but most within DNRC, 

Commerce and DEQ
◦ Over $2.4 billion
◦ Mostly invested in short to intermediate term bonds
◦ In-State loans are also investments
◦ Numerous state trusts, the biggest and best known
 Permanent coal trust
 Public school trust
 Tobacco trust
 Resource indemnity trust

 State Fund – (Workers’ Comp Insurance 
portfolio, so not exactly a trust fund)
◦ $1.3 billion, one of the Board’s largest accounts
◦ Combination of STIP and long term holdings
◦ State Constitution allows equities up to 25%
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INVESTMENTS
The Unified Investment Program

• The Montana Constitution provides for a Unified Investment 
Program

• Section 17-6-201, MCA Unified Investment Program, created the 
Montana Board of Investments (the “Board”) and gave the Board 
sole authority to invest state funds in accordance with state law 
and the state constitution. 

• "prudent expert principle" 17-6-201 (a, b, c)
 discharging its duties with the care, skill, prudence, and diligence that a 

prudent person acting in a like capacity with the same resources and 
familiar with like matters exercises in the conduct of an enterprise of a 
like character with like aims

 diversifying the holdings of each fund to minimize the risk of loss and 
maximize the rate of return

 discharging its duties solely in the interest of and for the beneficiaries 
of the funds managed
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Managing Investments
 Board Members the sole fiduciary
 Board’s delegation to staff
◦ Governance Policy
◦ Individual Investment Policies of Programs
 Reviewed annually
 Specific guidelines to address individual agency 

needs

 Independent auditors
 Independent consultant
 Openness – Public Access
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Investment Pools & Specific Investments

 Most investments held via an investment 
pool

 Seven investment pools structured similar 
to mutual funds

 Or customize direct investment holdings 
when necessary 
◦ Liquidity needs
◦ Risk tolerance
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The Seven Investment Pools

 Montana Domestic Equity Pool (MDEP)
 Montana International Equity Pool (MTIP)
 Trust Funds Investment Pool (TFIP)
 Retirement Funds Bond Pool (RFBP)
 Montana Private Equity Pool (MPEP)
 Montana Real Estate Pool (MTRP)
 Short Term Investment Pool (STIP)
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Investment Pool Breakdown
$14.1 Billion at 2/28/14*
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*Please note, this chart includes the 7 investment pools only.  It does 
not include the $1,743 Million in All Other Funds (AOF)

Montana Domestic
Equity Pool

$3,660 M
26.00%

Montana
International
Equity Pool

$1,666 M
11.83%

Montana
Private

Equity Pool
$1,088 M

7.73%

Montana
Real Estate

Pool
$840 M
5.96%

Retirement
Fund

Bond Pool
$2,074 M
14.73%

Trust Fund
Investment

Pool
$2,149 M
15.26%

Short Term
Investment

Pool
$2,602 M
18.48%



Asset Allocation Considerations

 Diversification is Key
 Internal vs. External
 Active vs. Passive
 Investment Pool Allocation
 Relative Cost vs. Investment Type
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Internal External Active Passive
7,266,119,482$         8,255,532,121$         12,105,746,818$       3,415,904,784$        

46.8% 53.2% 78.0% 22.0%
Grand Total 15,521,651,602$     

As of 12/31/13
Total MBOI

Active
78%

Passive
22%

Internal
47%

External
53%

Internal vs. External        Active vs. Passive



Cost by Investment Type
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Pension Investments, Performance 
Expectations and Measurement

 Absolute rate of return assumption
 Benchmarks
 Peer comparisons
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In-State and Mortgage Loan Programs

 Interest rate incentives set by legislature 
for job creation

 In-State Programs – Coal Tax Trust
 Over $116 million
 Veterans’ Home Loan Program - $ 21 

million
 Residential Mortgages - $13 million

24Montana Board of Investments March 2014



INTERCAP Loan Program
 $72 million in outstanding loans
 $106 million bonds outstanding
 Low cost  - 2014 interest rate = 1%
 Easily accessible - $76 million in loans
 Bonds guaranteed by pledge of certain 

state assets:
◦ Permanent Coal Trust
◦ Treasurer’s Fund
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INTERCAP Loan Program
 Eligible local government entities:
◦ State Agencies and Universities/Community Colleges
◦ Cities, Towns and Counties
◦ School Districts
◦ Water/Sewer and Solid Waste Districts
◦ Fire Districts/Fire Service Areas

 Eligible purchases/projects
◦ Energy retrofit
◦ Real property purchase and improvements
◦ New and used vehicles/equipment
◦ Water, wastewater and solid waste
◦ Preliminary engineering/grant writing
◦ Interim construction financing or cash flow loans
◦ Rural and Special Improvement Districts
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2401 Colonial Drive, 3rd Floor
PO Box 200126 (59620)
Helena, Montana 59601

406-444-0001
Fax: 406-449-6579

www.investmentmt.com
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