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Independent Auditor’s Report 

To the Board of Trustees 

School and Institutional Trust Fund 

Salt Lake City, Utah 

Report on the Financial Statements  
We have audited the accompanying financial statements of the School and Institution Trust Fund, a 

component of the State of Utah, which comprise the governmental balance sheet and statement of net 

position as of June 30, 2017, and the governmental statement of revenues, expenditures and changes in 

governmental fund balances and statement of governmental activities for the year then ended, and the 

related notes to the financial statements. 

Management’s Responsibility for the Financial Statements 
Management is responsible for the preparation and fair presentation of these financial statements in 

accordance with accounting principles generally accepted in the United States of America; this includes 

the design, implementation, and maintenance of internal control relevant to the preparation and fair 

presentation of financial statements that are free from material misstatement, whether due to fraud or 

error. 

Auditor’s Responsibility 
Our responsibility is to express opinions on these financial statements based on our audit. We conducted 

our audit in accordance with auditing standards generally accepted in the United States of America and 

the standards applicable to financial audits contained in Government Auditing Standards, issued by the 

Comptroller General of the United States. Those standards require that we plan and perform the audit to 

obtain reasonable assurance about whether the financial statements are free from material misstatement. 

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in 

the financial statements. The procedures selected depend on the auditor’s judgment, including the 

assessment of the risks of material misstatement of the financial statements, whether due to fraud or error. 

In making those risk assessments, the auditor considers internal control relevant to the entity’s preparation 

and fair presentation of the financial statements in order to design audit procedures that are appropriate in 

the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s 

internal control. Accordingly, we express no such opinion. An audit also includes evaluating the 

appropriateness of accounting policies used and the reasonableness of significant accounting estimates 

made by management, as well as evaluating the overall presentation of the financial statements. 

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 

our audit opinions. 
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Opinion 

In our opinion, the financial statements referred to above present fairly, in all material respects, the fund 

net balance and net position of the School and Institutional Trust Fund as of June 30, 2017, and its 

respective changes in fund balance and net position for the year then ended in conformity with accounting 

principles generally accepted in the United States of America. 

Emphasis of Matters 

Reporting Entity 

As discussed in Note 1, the financial statements of the School and Institutional Trust Fund, a component 

of the State of Utah, are intended to present the fund net balance and net position, the changes in fund 

balance and net position of only that portion of the State of Utah that is attributable to the transactions of 

the School and Institutional Trust Fund. They do not purport to, and do not, present fairly the financial 

position of the State of Utah as of June 30, 2017 and the changes in their financial position and their cash 

flows for the years then ended in conformity with accounting principles generally accepted in the United 

States of America. Our opinion is not modified with respect to this matter. 

Other Matters 

Required Supplementary Information 

Accounting principles generally accepted in the United States of America require that the Management’s 

Discussion and Analysis on pages 4-9 be presented to supplement the basic financial statements. Such 

information, although not a part of the basic financial statements, is required by the Governmental 

Accounting Standards Board who considers it to be an essential part of financial reporting for placing the 

basic financial statements in an appropriate operational, economic, or historical context. We have applied 

certain limited procedures to the required supplementary information in accordance with auditing 

standards generally accepted in the United States of America, which consisted of inquiries of 

management about the methods of preparing the information and comparing the information for 

consistency with management’s responses to our inquiries, the basic financial statements, and other 

knowledge we obtained during our audit of the basic financial statements. We do not express an opinion 

or provide any assurance on the information because the limited procedures do not provide us with 

sufficient evidence to express an opinion or provide any assurance.  

Other Information 

Our audit was conducted for the purpose of forming an opinion on the financial statements taken as a 

whole. The combining schedule by beneficiary governmental balance sheet and statement of net position, 

combining schedule by beneficiary governmental statement of revenues, expenditures and changes in 

governmental fund balances and statement of governmental activities, shown on pages 32 through 37 are 

presented for purposes of additional analysis and are not a required part of the financial statements.  

The schedules included on pages 32 through 37 are the responsibility of management and were derived 

from and relate directly to the underlying accounting and other records used to prepare the financial 

statements. Such information has been subjected to the auditing procedures applied in the audit of the 

financial statements and certain additional procedures, including comparing and reconciling such 

information directly to the underlying accounting and other records used to prepare the financial 

statements or to the financial statements themselves, and other additional procedures in accordance with 

auditing standards generally accepted in the United States of America. In our opinion, the schedules are 

fairly stated, in all material respects, in relation to the financial statements taken as a whole.  
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The supplemental schedule of SITFO expenditures, schedule of weighted investment returns by 

beneficiary, schedule of weighted investment returns by investment thematic, and schedule of brokerage 

commissions on pages 38 through 41 have not been subjected to the auditing procedures applied in the 

audit of the basic financial statements and, accordingly, we do not express an opinion or provide any 

assurance on them. 

Other Reporting Required by Government Auditing Standards 

In accordance with Government Auditing Standards, we have also issued a report dated  on our 

consideration of the School and Institution Trust Fund’s internal control over financial reporting and on 

our tests of its compliance with certain provisions of laws, regulations, contracts, grant agreements, and 

other matters.  The purpose of that report is solely to describe the scope of our testing of internal control 

over financial reporting and compliance and the results of that testing, and not to provide an opinion on 

the effectiveness of School and Institution Trust Fund’s internal control over financial reporting or on 

compliance. That report is an integral part of an audit performed in accordance with Government Auditing 

Standards in considering School and Institution Trust Fund’s internal control over financial reporting and 

compliance. 

November 30, 2017 

Salt Lake City, Utah 
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State of Utah, School and Institutional Trust Funds

MANAGEMENT'S DISCUSSION AND ANALYSIS

Fiscal Year Ended June 30, 2017

Governance

ANNUAL REPORT - FISCAL YEAR 2017

In 2014, the Utah State Legislature passed statutes that created the School and Institutional Trust Funds Office. SITFO’s purpose is to invest the profits 

from the School & Institutional Trust Lands Administration (“SITLA”) for the sole benefit of their respective beneficiaries. While the 11 trusts represent 

different underlying beneficiaries, they are managed with a similar asset allocation, as the return and risk objectives are similar. There are significant 

benefits for the trusts to be investing in a uniform manner, such as greater diversification and operational efficiencies from pooling resources. 

Shortly after the enactment of the statutes creating the agency, a five-person Board of Trustees was assembled, with the State Treasurer as the 

permanent Chairperson of the Board and the other four trustees nominated via a formal committee comprised of investment professionals and 

beneficiary representatives. 

There are currently three staff members responsible for the day-to-day management of the trusts, and to which the Board has delegated certain 

decision-making authority. In addition to the investment professionals at SITFO, the Board of Trustees retain an institutional investment consulting 

firm, Fund Evaluation Group (“FEG”), to work with the Board and SITFO staff to develop and implement the agency’s investment program. Additional 

third-party providers are utilized as part of the institutional framework necessary for managing the trusts. 

Welcome to the Annual Financial Report of the State of Utah, School and Institutional Trust Funds Office (“SITFO”). We intend for this report 

to be a helpful source of information and to provide insights on our goals and accomplishments each year. We cover a lot of ground in this 

report and recommend utilizing our website as an ongoing source of information regarding the agency, our investment policies and 

portfolio activities https://sitfo.utah.gov.
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State of Utah, School and Institutional Trust Funds

MANAGEMENT'S DISCUSSION AND ANALYSIS

Fiscal Year Ended June 30, 2017

The Utah State Legislature passed statutes that provide for new distribution policies for each of the permanent trusts. The new distribution policy 

required a constitutional amendment, Amendment B, which passed on the November 8, 2016 ballot and takes effect in FY 2018. 

The new distribution policy is intended to treat each of the trusts as permanent funds, or endowments, and balance current distributions for current 

beneficiaries with future growth for future generations. The new distribution policy is intended to allow for improved diversification and better risk 

management, while protecting and growing the trusts. Further details on the distribution policy are available online. 

In conjunction with these changes, modifications to the mechanics of the distribution were necessary to allow for consistency and predictability across 

all trusts. The changes are as follows:

- The annual distribution will be calculated every fiscal year based on June 30 ending market values of the trusts. 

- The annual distribution will be calculated by multiplying the 12-quarter moving average of the trust market value by 4%. 

- The calculated amount will then be distributed in four quarterly payments throughout the fiscal year (September 30, December 31, March 31, 

June 30). 

Although the School Fund will distribute following the same timing as outlined above, the distribution will be based on formula consisting of the 

average of:

- 4% of the average market value of the permanent State School Fund based on an annual review each July of the past 12 consecutive quarters; and 

- The prior year's distribution from the Trust Distribution Account as describted in Section 53A-16-101.5, increased by prior year changes in percentage

of student enrollment growth and in the consumer price index. 

In addition to the changes to the distribution policy, statute changes to the treatment of revenues from SITLA also took effect. The primary driver of 

growth for the School Fund has been the reinvestment of revenues from SITLA, as the prior policy only allowed for the distribution of interest and 

dividends from investment activities, and not SITLA revenues. This resulted in strong growth favoring future beneficiaries over current ones. 

Policy Developments

ADDITIONAL RESOURCES & ADVISORY
FUND EVALUATION GROUP - Investment and Risk Consultant

FEG was hired in 2016 to assist with all aspects of policy, asset allocation, investment selection, and risk management. FEG advises on $61 

billion of institutional investments, has 140 employees, 97 of which are investment professionals, and 22 dedicated to invest ment selection 

efforts. 

INDEPENDENT RESEARCH AND DATA - Bloomberg, eVestment, BCA, Preqin

Raw data and the objective interpretation of the data are facilitated by this category of partners and advisors. The list above is not exhaustive, 

but includes the primary source of information to assist with analyzing the economic environment and individual investments. 

FUND MANAGERS - Strategy Specific Investment Advisory Relationships

The “day-to-day” buying and selling of individual securities are carried out by best in class, specialized, investment managers. These 

investment managers are highly scrutinized before and after selection, and carry a fiduciary duty to the trusts.

CUSTODIAN BANK - Northern Trust Company 

Northern Trust is one of the largest global custodian banks. They were hired in 2016 to institutionalize custody of assets, and to provide an 

independent accounting of the trusts. 

RISK MANAGEMENT - Software and Services 

SITFO avails itself of software services to provide quantitative risk management analysis. In addition, SITFO utilizes FEG as an independent 

party with proprietary tools and dedicated risk management staff to provide performance analysis and risk reporting. 
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State of Utah, School and Institutional Trust Funds

MANAGEMENT'S DISCUSSION AND ANALYSIS

Fiscal Year Ended June 30, 2017

The chart above shows the School Fund’s growth rate over time as well as the average growth rate of the other trusts that do not reinvest SITLA 

revenues. The new distribution policy directs all revenues for each trust to be reinvested. This will provide for greater growth of the trusts. 

Simultaneously, the new distribution policy increases the distribution in a prudent manner. These changes are intended to strike a balance between 

current distributions and future growth, otherwise known as intergenerational equity. 

Financial Highlights for FY 2017

Trust assets grew modestly over FY 2017. While contributions from SITLA continue to be an important source of growth, market returns were the 

primary driver of growth for this fiscal year. The table below shows the total dollar change in market value of the trusts year over year.

                            Market Value 
 

      Trusts 6/30/17                      6/30/16 $ Change YoY 

School Fund $2,285,656,904 $2,078,730,889  $206,926,015 

Utah State University $3,192,865  $2,946,103  $246,762 

Deaf School  $2,204,912 $2,053,594  $151,318 

Institute for the Blind  $20,780,735  $19,357,354  $1,423,381 

Industrial School  $1,247,536  $1,144,942  $102,594 

Normal School  $4,793,179  $4,476,721  $316,458 

Reservoirs Fund $6,884,737  $6,410,288  $474,449 

Utah State Hospital $3,293,062  $3,090,715  $202,347 

School of Mines  $3,557,357  $3,324,464  $232,893 

University of Utah $5,070,179  $4,353,310  $716,869 

Miners Hospital  $53,290,500  $49,084,521  $4,205,979 

    

 

 

6



State of Utah, School and Institutional Trust Funds

MANAGEMENT'S DISCUSSION AND ANALYSIS

Fiscal Year Ended June 30, 2017

Contributions to the trusts (proceeds from SITLA) for the prior and current fiscal years are shown below. 

Returns for FY 2017 were modest at 8.9%, above our primary objective of CPI + 5%, but below the returns associated with our strategic asset allocation. 

Importantly, we are in a period of transition and thus do not expect to track the strategic asset allocation until we have fully implemented our 

diversification program. 

 Annualized Returns (as of 6/30/17) 

      Trusts FY17 3Yrs 5Yrs 10Yrs 

CPI + 5% 7.0% 6.0% 6.3% 6.7% 

Policy Benchmark 10% 5.2% 9.5% 5.4% 

Total Fund 8.9% 5.1% 9.7% 5.7% 

      School Fund 8.9% 5.1% 9.7% 5.7% 

      Utah State University 8.9% 4.8% 9.5% 5.2% 

      Deaf School  9.0% 4.8% 9.6% 5.2% 

      Institute for the Blind  8.9% 5.2% 10.0% 5.7% 

      Industrial School  8.9% 4.9% 9.7% 5.2% 

      Normal School  8.9% 4.8% 9.6% 5.3% 

      Reservoirs Fund 8.9% 4.8% 9.6% 5.4% 

      Utah State Hospital 8.6% 4.8% 9.7% 5.5% 

      School of Mines  8.9% 4.9% 9.7% 5.5% 

      University of Utah 8.9% 4.7% 9.5% 5.1% 

      Miners Hospital  8.8% 5.3% 10.0% 6.2% 

     

 

Contributions to Trusts FY17 FY16 

School Fund $                64,452,493 $                  49,909,497 

Utah State University $                        43,191  $                          47,980 

Deaf School - - 

Institute for the Blind $                        21,603 $                          20,021 

Industrial School $                        23,573 $                            6,978 

Normal School - $                          42,440 

Reservoirs Fund $                        28,276 $                          67,855 

Utah State Hospital - $                        476,500 

School of Mines $                           1,556 $                            1,570 

University of Utah $                      397,221 $                        366,143 

Miners Hospital $                  2,016,891 - 
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State of Utah, School and Institutional Trust Funds

MANAGEMENT'S DISCUSSION AND ANALYSIS

Fiscal Year Ended June 30, 2017

*Note  that the changes in statutes regarding the distribution policy for the School Fund straddle FYs 2017 and 2018. For financial reporting purposes, the 

amount recorded in FY 2017 was $39,003,465 with the remainder to be recorded in FY 2018. 

Asset Allocation

The changes in asset allocation are being implemented over the next several years. The new asset allocation is intended to optimize the expected 

amount of return relative to the level of risk the Board of Trustees views as acceptable. Given the long-term horizon of the trusts and sophistication of 

the staff and Board of Trustees, the trusts are able to take advantage of a myriad of sophisticated investment strategies. 

Among the steps in developing the new asset allocation were to modify the framing of the portfolio to maintain a pragmatic level of transparency, to 

improve utility for risk management and to facilitate understanding. Given the increase in both the number and complexity of future investments, we 

created categories for investments that align with the expected role of each asset class in the portfolio during a given economic scenario. We believe 

that this will facilitate communication, both internally and externally, as to which economic scenarios the portfolio is prepared for as well as the 

amount of diversification implemented. 

The categories used for framing the asset allocation are as follows (GRID):

- Growth: Expected to provide the strongest positive returns during periods of sustained economic growth, as well as presenting the highest  

   expected risk (e.g., stocks, private equity).

- Real Assets (inflation oriented): Investments that have the advantage of being linked to inflation and typically backed by hard assets (e.g., real 

  estate, infrastructure, commodities, etc.). Real Asset investments present characteristics of income as well as price appreciation, and thus have a  

  moderate risk profile (e.g., commercial real estate, natural resources).

- Income: Like Growth, Income is expected to generate positive returns during economic growth scenarios through an income stream – an  

  important component of total return for the overall portfolio in periods of less robust economic growth – and does not present as much risk as 

  Growth although it is still considered a risk-taking investment (e.g., corporate bonds, asset backed securities).

- Defensive: The investments in this grouping are intended to do well in negative economic scenarios or periods of market stress. We do not 

  categorize corporate bonds, or other assets that rely on economic growth, as defensive (e.g., cash, government bonds, hedging strategies).

Distributions from the trusts to their respective beneficiaries (proceeds from SITFO) are shown below. It is important to note that the changes in 

distribution policy discussed above will not be reflected until FY 2018 financials. 

Distributions to Beneficiaries                    FY17                             FY16 

School Fund $            64,252,246*  $                    49,744,530  

Utah State University $                      55,960  $                            67,925  

Deaf School $                      38,162  $                            47,017  

Institute for the Blind $                    361,122  $                          626,529  

Industrial School $                      21,438  $                            26,605  

Normal School $                      83,628  $                          103,342  

Reservoirs Fund $                    120,126  $                          148,150  

Utah State Hospital $                      57,078  $                            61,491  

School of Mines $                      62,281  $                            77,756  

University of Utah $                      86,008  $                          100,042  

Miners Hospital $                    910,516  $                       1,591,072  
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State of Utah, School and Institutional Trust Funds

MANAGEMENT'S DISCUSSION AND ANALYSIS

Fiscal Year Ended June 30, 2017

Finally

A detailed breakout of the new asset allocation is shown below. On the left is the asset allocation by category. On the right is the mapping of the 

underlying asset classes color coded to their respective categories. 

We have made significant progress transitioning to the new asset allocation. The GRID level allocation amounts are close to the target weights as we’ve 

been actively pursuing core holdings for each asset class. The primary differences lie in further building out the private assets. Private asset investing 

requires deliberate, annual commitments and will be an ongoing effort for the next several years.

We are grateful to all those who support the work of SITFO. There are too many to name individually, but they include the Board of Trustees, the State 

Treasurer’s Office, the School Children’s Trust Section and other professionals within the state government and education. To those who have been 

instrumental in our work, we appreciate your patience and contributions. We look forward to continuing to work with you to build the trusts, for and on 

behalf of the beneficiaries.  

Kind regards from the team at SITFO.
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State of Utah, School and Institutional Trust Funds

FINANCIAL STATEMENTS

For the Fiscal Year Ended June 30, 2017
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State of Utah, School and Institutional Trust Funds
GOVERNMENTAL BALANCE SHEET AND STATEMENT OF NET POSITION
As of June 30, 2017

Assets

$ 16,013,886

2,458,320,136

Receivable for Unsettled Trades 26,988,176

5,224,203

Prepaid Expenses 16,439

6,635,088

Total Assets $ 2,513,197,928

Liabilities

100,560,549

5,235,154

227,138 

Total Liabilities 106,022,841

Fund Balances

2,407,175,087 

Total Fund Balances 2,407,175,087 

Total Liabilities and Fund Balances $ 2,513,197,928 

Statement of Net Position

$ 2,407,175,087 

Total Fund Balances $ 2,407,175,087 

Reported figures are rounded to the nearest dollar and totals may not sum due to the impact of rounding.

See Notes to Financial Statements

Payable for Unsettled Trades

TRUST LANDS PERMANENT FUND COMBINED

Cash with the State Treasurer

Investments, at Fair Value

Accrued Interest and Dividends Receivable

Net Income Receivable from SITLA

Note:

Income Distributions Payable

Operating Expense Payable

Nonspendable - Permanent Funds

Restricted for Permanent Trust - Nonexpendable
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State of Utah, School and Institutional Trust Funds

GOVERNMENTAL STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN GOVERNMENTAL FUND BALANCES

AND STATEMENT OF GOVERNMENTAL ACTIVITIES

Fiscal Year Ended June 30, 2017

TRUST LANDS PERMANENT FUND COMBINED

Revenues

$ 66,984,803

Gains from Investments 86,360,222

Reinvested Gains 85,281,177

37,127,334

Total Revenues 275,753,536

Expenditures

1,773,456

Total Expenditures 1,773,456

Revenues over Expenditures 273,980,080

Other Financing Uses

Distributions to Beneficiaries 35,564,577

5,235,154

Net Increase/(Decrease) in Fund Balance 233,180,349

Fund Balances - Beginning of Year 2,173,994,738

Fund Balances - End of Year $ 2,407,175,087

There were no expenses which do not require the use of current financial resources. 

The amount for the Change in Net Position (shown below) is the same amount shown 

above in the Governmental Statement of Expenditures. 

Change in Net Position-Government Activities $ 233,180,349

Note:

Reported figures are rounded to the nearest dollar and totals may not sum due to the impact of rounding.

See Notes to Financial Statements

Receipts from Trust Lands Administration

Interest and Dividends Received

Fund Operating Expenses

Income Distributions Payable
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State of Utah, School and Institutional Trust Funds

NOTES TO FINANCIAL STATEMENTS

Fiscal Year Ended June 30, 2017

NOTE 1 - GENERAL DESCRIPTION OF THE TRUST FUNDS

The School and Institutional Trust Funds Office (SITFO) is charged with the administration and investment of the State of Utah, School

and Institutional Trust Funds (the Trust Funds). The Trust Funds stem from the State of Utah's Enabling Act in 1894, which provided for

the support of public schools and other institutions from lands granted by the federal government at statehood. Expenditures were

limited to Interest for the School Trust Fund. In 1994 the School and Institutional Trust Lands Administration (SITLA) was formed within

statute to administer the lands and investments were taken into the Office of the State Treasurer. In 2002, the Utah Constitution was

amended within Article X, Section 5 to provide for expenditures of Interest and Dividends. 

In 2014, through HB 168 (2014 GS) the Utah State Legislature enacted the School and Institutional Trust Fund Management Act which

created SITFO as an independent agency within the state government. SITFO has a five-person Board of Trustees with the State

Treasurer as Chairperson. The trustees are experienced investment professionals nominated via a robust and independent process

outlined in statute. SITFO’s purpose is to invest the funds received from SITLA for the sole benefit of their respective beneficiaries. While

the Trust Funds are owned by different underlying beneficiaries, they are managed with a similar asset allocation, as the return and risk

objectives are expected to be similar.  

In 2016, SITFO retained a custodial and fund accounting agent (Northern Trust) to facilitate the implementation of a new pooled

investment structure to provide for unified investment of the Trust Fund assets, although each beneficiary retains an independent

ownership interest in the Trust Fund and such holdings remain independent trust entities. The pooled structure was implemented on

November 1, 2016. In 2016, the Utah Constitution was again amended (Amendment B) within Article X, Section 5 to permit expenditure

of earnings.  

Earnings received from SITLA derived from the sale of lands (and all net revenue for the School Fund) are deposited into trust funds held

for the benefit of the eleven (11)  beneficiaries as follows:

- School Fund

- Utah State University

- Deaf School

- Institute for the Blind

- Industrial School

- Normal School

- Reservoirs Fund

- Utah State Hospital 

- School of Mines

- University of Utah

- Miners Hospital

The Trust Funds are considered part of the State of Utah's financial reporting entity and are included in the State's Comprehensive

Annual Financial Report (CAFR). The Trust Funds are invested according to an investment policy established by SITFO. This investment

policy is subject to all applicable state and national laws. Specific laws of the State of Utah for reference include: Utah Code Title 53D;

State of Utah Constitution Article VI, Section 29 and Article X, Section 5 and 7; and Utah Code 63G-6a-107 and Utah Code 63E-1-102.

SITFO has no jurisdiction over assets held by SITLA or other agencies; therefore, Trust Funds give accounting recognition only when a

transaction related to land assets has been completed by SITLA for deposit into the Trust Funds.
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State of Utah, School and Institutional Trust Funds

NOTES TO FINANCIAL STATEMENTS

Fiscal Year Ended June 30, 2017

NOTE 2 - CONTINGENCIES

The Utah School Bond Guaranty Act (Utah Code Sections 53A-28-101 to 402), which took effect on January 1, 1997, pledges the full faith,

credit and unlimited taxing power of the State to guaranty full and timely payment of the principal and interest on general obligation

bonds issued by qualifying local school boards. The primary purpose of the Guaranty Act is to reduce borrowing costs for local school

boards by providing credit enhancement for Guaranteed Bonds. The local school boards do not meet the criteria for inclusion as part of

the State’s reporting entity.

In the event a school board is unable to make the scheduled debt service payments on its Guaranteed Bonds, the State is required to

make such payments in a timely manner. For this purpose, the State may use any available monies, may use short-term borrowing from

the State Permanent School Fund (part of the permanent Trust Lands Fund), or may issue short-term general obligation notes. The local

school board remains liable to the State for any such payments on Guaranteed Bonds. Reimbursements to the State may be obtained

by intercepting payment of state funds intended for the local school board. The State may also compel the local school board to levy a

tax sufficient to reimburse the State for any guaranty payments.

The State Superintendent of Public Instruction is charged with monitoring the financial condition of local school boards and reporting,

at least annually, its conclusions to the Governor, the Legislature and the State Treasurer. The State Superintendent must report

immediately any circumstances which suggest a local school board may not be able to pay its debt service obligations when due. The

State has not advanced any monies for the payment of debt service on Guaranteed Bonds and does not expect that it will be required to

advance monies for any significant period of time.

Local school boards have $2.965 billion principal amount of Guaranteed Bonds outstanding at June 30, 2017, with the last maturity date

being 2037. The State cannot predict the amount of bonds that may be guaranteed in future years, but no limitation is currently

imposed by the Guaranty Act.
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State of Utah, School and Institutional Trust Funds

NOTES TO FINANCIAL STATEMENTS

Fiscal Year Ended June 30, 2017

NOTE 3 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Financial Reporting Entity

The financial statements include all funds for which SITFO is financially accountable, i.e., the Trust Fund investments of the Beneficiary 

Trust Funds of the State of Utah, and are prepared in accordance with the Governmental Accounting Standards Board ("GASB") 

pronouncements. 

The Trust Funds are part of the State of Utah reporting entity based on certain GASB criteria. These Statements present only the Trust 

Funds and are not intended to present the financial position and results of operations of the State of Utah in conformity with generally 

accepted accounting principles in the United States of America.

Basis of Presentation

The Trust Funds are accounted for and reported as a Permanent Fund as defined by GASB and use the modified accrual basis of 

accounting which approximates full accrual. Under this method, revenues are recognized when they are earned, and expenses are 

recognized when they are incurred. The statement of net position and the statement of activities display information about the Trust 

Funds and include the financial activity of the overall reporting entity. These statements report all activities of the Trust Funds as a 

governmental type activity. Given the type of assets and liabilities held by the Trust Funds, there are no adjustments required to convert 

from modified accrual basis to full accrual basis as required by GASB.

Expendable and Nonexpendable Net Position

The net position of the Restricted Funds is the expendable assets of the endowment funds. These expendable assets are used for 

distributions to the beneficiaries and distributions for expenses of SITFO. The net position for the Permanent Funds is the 
nonexpendable assets as per the Enabling Act. 

Cash with the State Treasurer

The Utah State Treasurer’s Office operates the Public Treasurers’ Investment Fund (PTIF). The PTIF is available for investment of funds 

administered by any Utah public treasurer and is not registered with the SEC as an investment company. The PTIF is authorized and 

regulated by the Act (Utah Code, Title 51, Chapter 7). The Act established the Money Management Council which oversees the activities 

of the State Treasurer and the PTIF and details the types of authorized investments. Deposits in the PTIF are not insured or otherwise 

guaranteed by the State of Utah, and participants share proportionally in any realized gains or losses on investments.

 

The PTIF operates and reports to participants on an amortized cost basis. The income, gains, and losses of the PTIF, net of 

administration fees, are allocated based upon the participant’s average daily balance. The fair value of the PTIF investment pool is 

approximately equal to the value of the pool shares.

Receivable for Unsettled Trades

Receivables from brokers, dealers and clearing organizations include amounts receivable for securities not delivered by the company to 

the purchaser by the settlement date and margin deposits.

Net Income Receivable from SITLA

Contributions to the trusts from SITLA earned during the fiscal year but deposited in the next fiscal year.

Payable for Unsettled Trades

Payables to brokers, dealers and clearing organizations include amounts payable for securities not received by the company from the 

seller by the settlement date.
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Fiscal Year Ended June 30, 2017

In accordance with this Title, the Board of Trustees has developed an Investment Policy Statement guided by a Statement of 

Investment Beliefs which contains target allocation levels with an associated minimum and maximum range. The current asset 

allocation is structured by investment thematics, as follows: 

Growth (target 37% / range from 25%-50%) 

Investments expected to provide the strongest positive returns during periods of sustained economic growth, as well as presenting the 

highest expected risk (e.g., stocks, private equity).

Specific sub-component targets include:

1) US Equity (target 15% / range from 9%-21%) which contains US Large Cap Equity (target 7.5% / range from 4.5%-10.5%) and US Small 

Cap Equity (target 7.5% / range from 4.5%-10.5%)

2) International Equity (target 15% / range from 9%-21%) which contains International Developed Equity (target 7.5% / range from 4.5%- 

10.5%) and Emerging Markets Equity (target 7.5% / range from 4.5%-10.5%)

3) Private Equity (target 7% / range from 4%-10%) 

Income (target 31% / range from 20%-40%) 

Investments expected to generate positive returns during economic growth scenarios through an income stream – an important 

component of total return for the overall portfolio in periods of less robust economic growth – and does not present as much risk as 

Growth although is still considered a risk-taking investment (e.g., corporate bonds, asset backed securities).

Specific sub-component targets include: 

1) Credit Fixed Income (target 9% / range from 6%-12%)

2) Securitized Fixed Income (target 8% / range from 5%-11%)

3) Emerging Market Fixed Income (target 5% / range 2%-8%)

4) Private Debt Fixed Income (target 9% / range 6%-12%)

Operating Expense Payable

Expenses that were incurred during the fiscal year for which no invoices had yet been received are considered operating expense 

payable.

Cash Equivalents

Treasury bills, money market funds, STIF funds, commercial paper, banker's acceptances, repurchase agreements and certificates of 

deposit.

Estimates

The preparation of financial statements in conformity with generally accepted accounting principles requires management to make 

estimates and assumptions that affect certain reported amounts and disclosures. Accordingly, actual results could differ from those 

estimates.

Investments

According to policies established by the SITFO Board of Trustees and Utah Code Title 53D Chapter 1, Part 6, Section 601, SITFO is 

authorized to invest the Trust Funds. This Title states in part, "Board members, the director and office staff shall act in the best interests 

of the beneficiaries and comply with the duty of undivided loyalty to the beneficiaries... A person who manages and invests trust fund 

money or assets shall... manage and invest in good faith and with the care a prudent professional in a like position would exercise under 

similar circumstances" (Utah Code Title 53D Chapter 1, Part 6, Section 601). 
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Real Assets (target 20% / range from 15%-25%) 

Investments that have the advantage of being linked to inflation and typically backed by hard assets (e.g., real estate, infrastructure, 

commodities, etc.). Real Asset investments present characteristics of income as well as price appreciation and thus have a moderate 

risk profile (e.g., commercial real estate, natural resources).

Specific sub-component targets include: 

1) Treasury Inflation Protected Securities (TIPS) (target 3% / range 0%-6%)

2) Public Real Assets (Infrastructure/Master Limited Partnerships/REIT) (target 4% / range 1%-7%)

3) Private Real Estate (target 9% / range 6%-12%)

4) Private Natural Resources (target 4% / range 1%-7%)

Defensive (target 12% / range from 10%-20%) 

Investments intended to do well in negative economic scenarios or periods of market stress which may include such investments as 

cash, government bonds and hedging strategies.

Specific sub-component targets include: 

1) Long US Treasury (target 7% / range 5%-15%)

2) Commodity Trading Advisor (CTA) investments (target 5% / range 3%-7%)

3) Cash (target 0% / range 0%-5%)

Investment securities are stated at fair value, which is the price that would be received to sell an asset or paid to transfer a liability in an 

orderly transaction between two market participants at the measurement date. Purchase and sale transactions are recorded on the 

trade date.
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State of Utah, School and Institutional Trust Funds

NOTES TO FINANCIAL STATEMENTS

Fiscal Year Ended June 30, 2017

NOTE 4 - SCHEDULE OF FUND INVESTMENTS (COST AND FAIR VALUE)

The following depicts investments (cost and fair value) by SITFO allocation category at June 30, 2017:

      Cost Fair Value with Accruals

Growth $ 828,811,810 $ 903,102,415

Real Assets 346,563,495 412,962,545

Income 770,110,986 796,578,782

Defensive 289,034,264 277,328,224

Total Fund Investments $ 2,234,520,555 $ 2,389,971,966

Receivable for Unsettled Trades (26,988,176)

Accrued Interest and Dividends Receivable (5,224,203)

Payable for Unsettled Trades 100,560,549

Grand Total $ 2,234,520,555 $ 2,458,320,136

Note:

Reported figures are rounded to the nearest dollar and totals may not sum due to the impact of rounding.
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Fiscal Year Ended June 30, 2017

NOTE 5 - FAIR VALUE OF INVESTMENTS

Level 1 Level 2 Level 3

Growth

US Equity 408,092,630$                         408,092,630$                           -$                                                 -$                                               

International Equity 428,601,044 241,313,123 187,231,438 56,483

Total Growth 836,693,674 649,405,753 187,231,438 56,483

Real Assets

TIPS 43,982,481 43,982,481 -                                                    -                                                  

Total Real Assets 43,982,481 43,982,481 -                                                    -                                                  

Income

Credit 451,289,384 346,601,667 104,687,717 -                                                  

Securitized 124,248,775 44,141,812 45,518,951 34,588,012

Non-US 95,218,249 95,218,249 -                                                    -                                                  

Total Income 670,756,408 485,961,728 150,206,668 34,588,012

Defensive

Long US Treasury 57,008,354 57,008,354                                -                                                    -                                                  

Cash and Cash Equivalents 67,507,706 7,435,458 60,072,248 -                                                  

Total Defensive 124,516,060 64,443,812 60,072,248 -                                                  

Total Investments by Fair Value Level 1,675,948,623$                  1,243,793,774$                    397,510,354$                       34,644,495$                        

Note:

Reported figures are rounded to the nearest dollar and totals may not sum due to the impact of rounding.

Assets at Fair Value as of June 30, 2017

The Trust Funds measure and record investments using fair value measurement guidelines established by generally accepted accounting

principles.  These guidelines recognize a three-tiered fair value hierarchy, as follows:

• Level 1:  Quoted Prices in Active Markets for Identical Assets;

• Level 2:  Significant Other Observable Inputs; and,

• Level 3:  Significant Unobservable Inputs.

In instances where inputs used to measure fair value fall into different levels in the fair value hierarchy, fair value measurements in their

entirety are categorized based on the lowest level input that is significant to the valuation. The assessment of the significance of particular

inputs to these fair value measurements requires judgment and considers factors specific to each asset or liability.

At June 30, 2017, the Trust Funds had the following recurring fair value measurements:
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Growth 6/30/2017

International Equity 49,954,329

Private Equity 16,454,412

Real Assets

Public Real Assets 109,708,500

Private Real Estate 250,766,403

Private Natural Resources 8,505,160

Income

Other Income 41,711,064

Securitized 32,995,043

Private Debt 51,116,266

Defensive

CTA 152,812,164

Total Investments Measured at Net Asset Value 714,023,341

Total Investments Measured at Fair Value 2,389,971,964$                    

Note:

Reported figures are rounded to the nearest dollar and totals may not sum due to the impact of rounding.

Securities (cash, debt and equity securities, including registered investment companies / mutual funds with daily liquidity holding such 

securities) in the Investment Thematic categories classified in Level 1 are valued using prices quoted in active markets for those securities.  

Securities (debt and equity securities, including derivative securities and the Trust Funds' proportionate share of securities held in 

commingled vehicles with regular liquidity which hold such securities) in the Investment Thematic categories classified in Level 2 are valued 

using the following approaches: Mid Evaluation, Bid Evaluation and Theory (a theoretical price calculated by applying a standardized 

formula to derive a price from a related security). 

Securities (debt and equity securities, including derivative securities and the Trust Funds' proportionate share of securities held in 

commingled vehicles with regular liquidity holding such securities) in the Investment Thematic categories classified in Level 3 are valued 

using the following approaches: Bid Evaluation and other pricing indications which may be unobservable or with limited volume. Bid 

evaluations may include market quotations, yields, maturities, call features and ratings. Debt securities classified in Level 3 are valued and 

priced using proprietary information, single source pricing and/or may have nominal value.  Equity securities classified in Level 3 are valued 

with last trade data having limited trading volume.

Investments that are measured at fair value using the net asset value per share (or its equivalent) as a practical expedient are not classified 

in the fair value hierarchy. The Trust Funds have determined the fair value of these investments using the NAV per share of the investments 

(or its equivalent) as reported in current period audited statements of the manager, prior period audited statements of the manager 

adjusted for subsequent calls and distributions, current period unaudited statements or estimates provided by the underlying investments 

using recent observable transactions information for similar investments. The objectives and valuation approach for investments that are 

measured at fair value using the net asset value per share (or its equivalent) as a practical expedient are more fully described below.  

The following table presents the unfunded commitments, redemption frequency (if currently eligible) and the redemption notice period for

the Entity’s alternative investments measured at NAV:

Investments Measured at Net Asset Value as of June 30, 2017
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Investments by Fair Value Level Fair Value Unfunded Commitment Redemption Frequency Redemption Notice

Growth

International Equity 49,954,329                              30 - 90 Days  90 Days 

Private Equity 16,454,412                             85,546,172                                 Limited  n/a 

Total Growth 66,408,741$                        85,546,172$                          

Real Assets

Public Real Assets 109,708,500                            30 Days  30 Days 

Private Real Estate 250,766,403                           44,190,853                                 90 Days, Limited  90 Days, n/a 

Private Natural Resources 8,505,160                                38,536,061                                 Limited  n/a 

Total Real Assets 368,980,063$                     82,726,914$                          

Income

Other Income 41,711,064                             -                                                     180 Days (May 1, Nov 1)  180 Days 

Securitized 32,995,044                             -                                                     91 Days (calendar qtr.)  91 Days (1/8 gate) 

Private Debt 51,116,266                             48,630,221                                 Limited  n/a 

Total Income 125,822,375$                     48,630,221$                          

Defensive

CTA 152,812,164                           -                                                     5 Days 

 4 Days (30% investor 

gate) 

Total Defensive 152,812,164$                     -                                                    

Total 714,023,343$                     216,903,307$                        

Note:

Reported figures are rounded to the nearest dollar and totals may not sum due to the impact of rounding.

The description of underlying holdings and valuation methodologies for investments measured at net asset value, detailed above, are

described further as follows:

Growth - International Equity: Consists of one (1) investment in a limited partnership with equity investments and one (1) investment in

units of a pooled investment fund. The fair values of the investments in this type have been determined using the NAV per share (or its

equivalent) of the Trust Funds' investments held or ownership interest in partners' capital. 

Growth - Private Equity: Consists of five (5) investments in private equity limited partnerships. Generally speaking, the types of strategies

included in this portfolio include venture capital, opportunistic real estate equity, buyouts and special situations. These investment

commitments were made in 2016 onwards and have an approximate life in excess of 10 years and are considered illiquid. Redemptions are

restricted over the life of the partnership. During the life of the partnerships distributions are received as underlying partnership investments

are realized. The Trust Funds have no plans to liquidate the total portfolio. As of June 30, 2017, it is probable that all the investments in this

type would be sold at an amount different from the NAV per share (or its equivalent) of the Trust Funds ownership interest in partners’

capital.
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Real Assets - Public Real Assets: Consists of one (1) investment in a limited partnership with underlying equity investments in Master Limited

Partnerships (MLPs) and associated investment strategies. The fair value of the investment in this type have been determined using the NAV

per share (or its equivalent) of the Trust Funds ownership interest in partners' capital. 

Real Assets - Private Real Assets: Consists of eight (8) investments in private real estate limited partnerships. Generally speaking, the types of

strategies included in this portfolio include core and value added property interests. These investment commitments were made over a

period ranging from 2008-2015 and have an approximate life in excess of 10 years and are therefore considered illiquid. Redemptions are

restricted over the life of the partnership. During the life of the partnerships distributions are received as underlying partnership investments

are realized. The Trust Funds have no plans to liquidate the total portfolio. As of June 30, 2017, it is probable that all the investments in this

type would be sold at an amount different from the NAV per share (or its equivalent) of the Trust Funds' ownership interest in partners’

capital. This category also includes two (2) investments in pooled investment funds with a focus on real estate property and property

income. The fair value of the investment in this type have been determined using the NAV per share (or its equivalent) of the Trust Funds'

investments ownership interest in partners' capital. 

Real Assets - Private Natural Resources: Consists of four (4) investments in limited partnerships. Generally speaking, the types of strategies

included in this portfolio include infrastructure/power generation and opportunistic natural resource investments, including co-

investments. These investment commitments were made over a period ranging from 2016-2017 and have an approximate life in excess of

10 years and are therefore considered illiquid. Redemptions are restricted over the life of the partnership. During the life of the partnerships

distributions are received as underlying partnership investments are realized or co-investment holdings are sold. The Trust Funds have no

plans to liquidate the total portfolio. As of June 30, 2017, it is probable that all the investments in this type would be sold at an amount

different from the NAV per share (or its equivalent) of the Trust Funds' ownership interest in partners’ capital.

Income - Other Income: Consists of one (1) investment in a limited partnership with underlying credit/securitized fixed income investments

and associated investments. The fair value of the investment in this type have been determined using the NAV per share (or its equivalent)

of the Trust Funds' ownership interest in partners' capital. 

Income - Securitized: Consists of one (1) investment in a limited partnership with underlying lower-quality credit/securitized fixed income

investments and associated strategies. The fair value of the investment in this type have been determined using the NAV per share (or its

equivalent) of the Trust Funds' ownership interest in partners' capital. 

Income - Private Debt: Consists of four (4) investments in limited partnerships. Generally speaking, the types of strategies included in this

portfolio include securitized credit, asset backed/collateralized loan obligation, mezzanine debt and equity, distressed debt/special

situations and related investments. These investment commitments were made over a period ranging from 2016-2017 and have an

approximate life, including lock-ups of three to nearly 10 years and are therefore considered illiquid. The Trust Funds have no plans to

liquidate the total portfolio. As of June 30, 2017, it is probable that all the investments in this type would be sold at an amount different

from the NAV per share (or its equivalent) of the Trust Funds' ownership interest in partners’ capital.

Defensive - CTA: Consists of one (1) investment in a limited partnership with underlying investments in Commodity Trading

Advisor/Systematic and associated investment strategies. The fair values of the investments in this type have been determined using the

NAV per share (or its equivalent) of the Trust Funds' investments held or ownership interest in partners' capital. 
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NOTE 6 - COMMITMENTS

Beneficiary Trust

June 2017 Interest and 

Dividends Payable

School Fund $ 5,006,331

Utah State University 6,987

Deaf School 4,825

Institute for the Blind 45,476

Industrial School 2,695

Normal School 10,489

Reservoirs Fund 15,066

Utah State Hospital 7,206

School of Mines 7,785

University of Utah 11,095

Miners Hospital 117,198

Total $ 5,235,154

Note:

Reported figures are rounded to the nearest dollar and totals may not sum due to the impact of rounding.

Income Distributions Payable Table as of June 2017

As disclosed in the Governmental Balance Sheet and Statement of Net Position, the following distributions of interest and dividend income have been 

classified as liabilities incurred during June 2017 and payable in fiscal year 2018. 
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NOTE 7 - UNFUNDED COMMITMENTS

As of June 30, 2017, the Trust Funds had contractual commitments of $587,226,637 to twenty-four (24) investments across Private Equity;

Private Credit; Private Real Assets - Natural Resources; and Private Real Assets - Real Estate.

Of this amount, an estimated $216,903,307 remained unfunded and subject to call by the funds. 
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NOTE 8 - INTEREST RATE RISK

Investment Category Total Fair Value

Asset Backed Securities 1,951,050$                                                      17.88

Bank Loans 13,088,309 5.96

Commercial Mortgage-Backed 20,115,906 28.12

Corporate Bonds 72,685,432 15.05

Corporate Convertible Bonds 2,491,793 17.84

Funds - Corporate Bond 312,262,355 4.11

Funds - Fixed Income ETF 2,247,012 1.97

Funds - Government Agencies 60,118,426 25.16

Funds - Government Bond 138,821,663 7.79

Funds - Short Term Investment 10,030,592 0.25

Government Bonds 8,668,923 2.01

Government Mortgage Backed Securities 50,342,346 29.02

Non-Government Backed C.M.O.s 12,428,322 15.28

Other Fixed Income 60,072,248 0.15

Short Term Bills and Notes 5,999,614 0.06

Total 771,323,991$                                            9.57

Note:

As of June 30, 2017, the Trust Funds held $204,493,536 in five investments with a fixed income (or related) investment emphasis for 

which Weighted Average Maturity details were unavailable and not evaluated. These investments included Bank Loan investment funds

with other assets held, and hedge fund strategies.

Reported figures are rounded to the nearest dollar and totals may not sum due to the impact of rounding.

C.M.O.s is an abbreviation for collateralized mortgage obligations.

Interest rate risk is the risk that changes in interest rates that will adversely affect the fair value of an investment. SITFO manages the Trust Funds'

exposure to fair value loss arising from increasing interest rates through prudent deployment, management and oversight of investments with exposure

to interest rate sensitivity. SITFO does not have a formal policy for interest rate risk.

As of June 30, 2017, the Trust Funds' debt security investments (including the underlying portfolios of indirectly held investments, where available) had

the following weighted average maturities:

Weighted Average Maturity (Years)
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NOTE 9 - CREDIT RISK

Credit Quality Total Fair Value Asset-Backed Bank Loans

Commercial 

Mortgage 

Backed Corporate Bonds

Corporate 

Convertible Bonds

Funds

Corporate Bond 

Funds - Fixed 

Income ETF

Funds - 

Government 

Agencies

Funds - 

Government 

Bonds

Funds - Short 

Term Investment

AAA 722,697$                             -$                         -$                              -$                                497,309$                    -$                                      -$                               -$                                  -$                                  -$                                  

AA+ 1,273,708 -                            -                                -                                  505,986 -                                        -                                     -                                 -                                     -                                     -                                     

AA- 1,175,656 -                            -                                -                                  1,175,656 -                                        -                                     -                                 -                                     -                                     -                                     

A 2,480,463 -                            -                                -                                  2,480,463 -                                        -                                     -                                 -                                     -                                     -                                     

A- 4,467,566 -                            -                                878,780 3,588,786 -                                        -                                     -                                 -                                     -                                     -                                     

BBB+ 11,348,846 -                            -                                212,090 10,529,510 -                                        -                                     -                                 -                                     -                                     -                                     

BBB 8,383,901 -                            -                                856,723 7,527,179 -                                        -                                     -                                 -                                     -                                     -                                     

BBB- 12,517,648 -                            997,761                  4,205,643 7,314,245 -                                        -                                     -                                 -                                     -                                     -                                     

BB+ 11,735,686 -                            1,269,733              -                                  9,946,611 519,342 -                                     -                                 -                                     -                                     -                                     

BB 9,352,578 -                            977,311                  2,008,242                5,588,800 -                                        -                                     -                                 -                                     -                                     -                                     

BB- 11,290,594 -                            1,759,257              740,552 6,782,792 975,469 -                                     -                                 -                                     -                                     -                                     

B+ 8,301,796 586,563             2,737,501              -                                  4,977,731 -                                        -                                     -                                 -                                     -                                     -                                     

B 7,790,649 -                            641,974                  -                                  5,116,183 -                                        -                                     -                                 -                                     -                                     -                                     

B- 4,705,787 -                            669,533 3,039,273 996,981                          -                                     -                                 -                                     -                                     -                                     

CCC+ 1,053,106 -                            71,663                    -                                  981,444                      -                                        -                                     -                                 -                                     -                                     -                                     

CCC 1,612,439 704,988             -                                  525,050                      -                                        -                                     -                                 -                                     -                                     -                                     

CCC- 659,499 659,499             -                                  -                                        -                                     -                                 -                                     -                                     -                                     

CC 899,347 -                            -                                  -                                        -                                     -                                 -                                     -                                     -                                     

C 925,284 -                            -                                  -                                        -                                     -                                 -                                     -                                     -                                     

D 2,405,684 -                            -                                  -                                        -                                     -                                 -                                     -                                     -                                     

NR 625,824,644 -                            4,633,110              10,544,344 2,108,415 -                                        312,262,355             2,247,012               60,118,426                138,821,663             10,030,592                

TSY -                            -                                -                                  -                                     -                                        -                                     -                                 -                                     -                                     -                                     

AGY -                            -                                -                                  -                                     -                                        -                                     -                                 -                                     -                                     -                                     

Subtotal 728,927,580 1,951,050 13,088,309 20,115,906 72,685,432 2,491,793 312,262,355 2,247,012 60,118,426 138,821,663 10,030,592

U.S. Treasuries 12,900,317

Explicit U.S. 

Government Agencies

29,496,095

Total debt securities 

investments

 $                    771,323,991 

Note:

As of June 30, 2017, the Trust Funds held $8,261,576 in the Northern Trust Institutional Funds Treasury Portfolio - Premier

Class, an AAAm rated money market fund.

Reported figures are rounded to the nearest dollar and totals may not sum due to the impact of rounding.

Credit risk is the risk that an issuer or other counterparty to an investment will not fulfill its obligations. SITFO manages the Trust Funds' exposure 

to fair value loss arising from credit risk through prudent deployment, management and oversight of investments. Sitfo does not have a formal 

policy for credit risk.

As of June 30, 2017, the fair value of the Trust Funds' debt security investments with exposure to credit risk had the following credit quality ratings 

(S&P rating is primary, if not available or not rated by S&P, corresponding Moody's rating is substituted).
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Credit Quality Government Bonds

Government 

Mortgage Backed 

Securities

Non-Government 

Backed C.M.O.'s Other Fixed Income

Short Term Bills and 

Notes

AAA -$                                      -$                                      225,388$                       -$                                             -$                                                

AA+ -                                        767,721 -                                        -                                               -                                                   

AA- -                                        -                                        -                                        -                                               -                                                   

A -                                        -                                        -                                        -                                               -                                                   

A- -                                        -                                        -                                        -                                               -                                                   

BBB+ -                                        -                                        607,246 -                                               -                                                   

BBB -                                        -                                        -                                        -                                               -                                                   

BBB- -                                        -                                        -                                        -                                               -                                                   

BB+ -                                        -                                        -                                        -                                               -                                                   

BB -                                        778,226                          -                                        -                                               -                                                   

BB- -                                        -                                        1,032,524 -                                               -                                                   

B+ -                                        -                                        -                                        -                                               -                                                   

B 1,768,220                      264,272                          -                                        -                                               -                                                   

B- -                                        -                                        -                                        -                                               -                                                   

CCC+ -                                        -                                        -                                        -                                               -                                                   

CCC -                                        -                                        382,401 -                                               -                                                   

CCC- -                                        -                                        -                                        -                                               -                                                   

CC -                                        -                                        899,347                          -                                               -                                                   

C -                                        -                                        925,284                          -                                               -                                                   

D -                                        -                                        2,405,684 -                                               -                                                   

NR -                                        19,036,032                    5,950,446 60,072,248 -                                                   

TSY 6,900,703                      -                                        -                                               5,999,614                                 

AGY -                                        29,496,095                    -                                               -                                                   

Subtotal 8,668,923 50,342,346 12,428,322 60,072,248 5,999,614

U.S. Treasuries

Explicit U.S. Government 

Agencies

Total debt securities 

investments

27



State of Utah, School and Institutional Trust Funds

NOTES TO FINANCIAL STATEMENTS

Fiscal Year Ended June 30, 2017

NOTE 10 - CONCENTRATION OF CREDIT RISK

Concentration of credit risk is the risk of loss attributed to the magnitude of a government’s investment in a single issuer. SITFO manages the Trust

Funds' exposure to fair value loss arising from concentrations of credit risk through prudent deployment, management and oversight of

investments. SITFO does not have a formal policy for concentrations of credit risk.

As of June 30, 2017, the Trust Funds did not hold any credit positions exceeding 5% of the total portfolio.

28



State of Utah, School and Institutional Trust Funds

NOTES TO FINANCIAL STATEMENTS

Fiscal Year Ended June 30, 2017

NOTE 11 - CUSTODIAL CREDIT RISK

Type of Investment Fair Value

Cash and Cash Equivalents $ 146,172

Type of Investment Fair Value

Other Assets $ 320,034,338

For an investment, custodial credit risk is the risk that, in the event of the failure of the counterparty, the Trust Funds will not be able 

to recover the value of its investments or collateral securities that are in the possession of an outside party. The Trust Funds do not

have a formal policy for custodial credit risk. Investments are registered investments or held by SITFO for the Trust Funds, or by

SITFO's agent in the Trust Funds' name. The State Treasurer is the custodian of investments of the Trust Funds, and the

investments are held under a custodial safekeeping agreement with the Northern Trust Company. 

As of June 30, 2017, the data below represents the investments, including accrued income/expense, that have custodial credit risk. 

The $146,172 frictional cash and cash equivalents subject to custodial credit risk are in foreign banks in the Trust Funds' name.

Because it is in foreign banks, it is subject to custodial credit risk. The Trust Funds do not have an investment policy regarding

custodial credit risk for frictional cash in foreign banks.

As of June 30, 2017, the $320,034,338 other assets represent the investments, including accrued income/expense, that have 

custodial credit risk which has not been determined.
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State of Utah, School and Institutional Trust Funds

NOTES TO FINANCIAL STATEMENTS

Fiscal Year Ended June 30, 2017

NOTE 12 - FOREIGN CURRENCY RISK

Short Term Bonds Equity Total

 $                                    218  $                         19,129,664  $                          19,129,882 

30,786 38,219,724 38,250,510

1,464 4,793,839 4,795,303

-1,468,487 1,725,717 82,698,181 82,955,411

-450 8,781,417 8,780,967

65 37,639,615 37,639,680

3,873,705 3,873,705

2,564,314 2,564,314

11,669 4,605,062 4,616,731

135 4,113,819 4,113,954

5,088 9,581,721 9,586,809

12,393 19,722,168 19,734,560

 $                   (1,407,120)  $               1,725,717  $                   235,723,229  $                     236,041,827 

Note:

Reported figures are rounded to the nearest dollar and totals may not sum due to the impact of rounding.

Foreign currency risk is the risk that changes in exchange rates will adversely affect the fair value of an investment or a deposit. SITFO manages the

Trust Funds' exposure to fair value loss arising from foreign currency risk through prudent deployment, management and oversight of investments. The

Trust Funds do not have a formal policy for foreign currency risk.  

The Trust Funds' exposure to foreign currency (inclusive of pending foreign exchange purchases and sales) as of June 30, 2017 is as follows:

Australian dollar

British pound sterling

Danish krone

Euro

Singapore dollar

Swedish krona

Swiss franc

Total securities subject to foreign currency risk

Currency

Hong Kong dollar

Japanese yen

New Israeli shekel

New Zealand dollar

Norwegian krone
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State of Utah, School and Institutional Trust Funds

NOTES TO FINANCIAL STATEMENTS

Fiscal Year Ended June 30, 2017

NOTE 13 - DERIVATIVE FINANCIAL INSTRUMENTS

Risk Type Gross Notional Asset FMV Liability FMV Earnings

Equity Rights/Warrants 4,963$                                299$                             -$                                    25,326$                        

Currency Forwards 2,713,904                          8,850                            (43,966)                         (215,828)                       

Options 154,182,300                     280,746                       (468,717)                       (94,914)                         

SWAPs 466,590,938                     3,776,190                   (9,184,035)                   (1,759,180)                   

Total 623,492,105$                4,066,085$              (9,696,718)$               (2,044,596)$               

Note:

Reported figures are rounded to the nearest dollar and totals may not sum due to the impact of rounding.

Options represent or give buyers the right, but not the obligation, to buy (call) or sell (put) an asset at a preset price over a specified 

period. The option’s price is usually a small percentage of the underlying asset’s value. The Trust Funds have exposure to Options related 

to Interest Rates and Swaps. As a writer of financial options through external investment manager portfolios (as authorized), the Trust 

Funds receive a premium at the outset of the agreement and bear the risk of an unfavorable change in the price of the financial 

instrument underlying the option. As a purchaser of financial options through external investment manager portfolios (as authorized), 

the Trust Funds pay a premium at the outset of the agreement and the counter-party bears the risk of an unfavorable change in the price 

of the financial instrument underlying the option. The option balances are included in the Statements of Changes in Net Position. 

Swaps represent an agreement between two or more parties to exchange sequences of cash flows over a period in the future. In the most 

common type of interest rate swap arrangement, one party agrees to pay fixed interest payments on designated dates to a counterparty, 

who in turn agrees to make return interest payments that float with some reference rate. Gains and losses on swaps are determined 

based on market values and are recorded in the Statements of Changes in Net Position. Swap market values are determined by an 

independent third party.

Equity Rights are rights given to existing stockholders to purchase newly issued shares in proportion to their holdings at a specific date. 

Equity Warrants are certificates entitling the holder to acquire shares of stock at a certain price within a stated period. Warrants often are 

made part of the issuance of bonds or preferred or common stock. The balances of equity rights/warrants are included in the Statements 

of Changes in Net Position. 

The Trust Funds invest in derivative financial instruments through external investment managers retained by the Board and subject to 

investment management agreements and other policy requirements. Derivatives are financial arrangements between two parties whose 

payments are based on, or “derived” from, the performance of some agreed-upon benchmark. All derivatives are considered 

investments. The fair value of all derivative financial instruments is reported in the Statement of Net Position.  The Trust Funds do not 

have a formal policy for derivative financial instruments. 

As of June 30, 2017, the Trust Funds had the following exposure types classified within Derivative Financial Instruments:  Currency 

Forwards; Equity Rights/Warrants; Options and Swaps.

Currency forwards represent forward foreign exchange contracts that are entered into in order to hedge the exposure to changes in 

foreign currency exchange rates on the foreign currency denominated portfolio holdings. A forward foreign exchange contract is a 

commitment to purchase or sell a foreign currency at a future date at a negotiated forward rate. The gain or loss arising from the 

difference between the original contracts and the closing of such contracts is included in the net realized gains or losses on foreign 

currency related transactions in the Statements of Changes in Net Position. 

Derivative Contracts as of June 30, 2017
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State of Utah, School and Institutional Trust Funds
GOVERNMENTAL BALANCE SHEET AND STATEMENT OF NET POSITION
As of June 30, 2017

SUPPLEMENTAL SCHEDULE
TRUST LANDS PERMANENT FUND COMBINING
SCHEDULE BY BENEFICIARY School Fund Utah State Deaf School Institute

University for the Blind

 Assets

$ 15,266,929 $ 19,887 $ 9,381 $ 155,048                         

2,351,021,882 3,284,174 2,267,968 21,375,020                   

Receivable for Unsettled Trades 25,810,224 36,055 24,898 234,661                         

4,996,182 6,979 4,820 45,424                            

Prepaid Expenses 15,721 22 15 143                                  

6,608,252 9,403 -                                -                                   

Total Assets 2,403,719,190 3,356,520 2,307,082 21,810,297                   

Liabilities

96,171,384 134,343 92,774 874,371                         

5,006,331 6,987 4,825 45,476                            

217,224 303 210 1,975                              

Total Liabilities 101,394,940 141,634 97,809 921,822                         

Fund Balances

2,302,324,250 3,214,886 2,209,273 20,888,475                   

Total Fund Balances 2,302,324,250 3,214,886 2,209,273 20,888,475                   

Total Liabilities and Fund Balances 2,403,719,190 3,356,520 2,307,082 21,810,297                   

Statement of Net Position

2,302,324,250                  3,214,886              2,209,273                   20,888,475                   

Total Fund Balances 2,302,324,250$                3,214,886$            2,209,273$                 20,888,475$                 

Note:

See Notes to Financial Statements

Reported figures are rounded to the nearest dollar and totals may not 
sum due to the impact of rounding.

Restricted for Permanent Trust - Nonexpendable

Beneficiary

Payable for Unsettled Trades

Income Distributions Payable

Operating Expense Payable

Nonspendable - Permanent Funds

Cash with the State Treasurer

Investments, at Fair Value

Accrued Interest and Dividends Receivable

Net Income Receivable from SITLA
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State of Utah, School and Institutional Trust Funds
GOVERNMENTAL BALANCE SHEET AND STATEMENT OF NET POSITION
As of June 30, 2017

SUPPLEMENTAL SCHEDULE
TRUST LANDS PERMANENT FUND COMBINING
SCHEDULE BY BENEFICIARY

 Assets

Receivable for Unsettled Trades

Prepaid Expenses

Total Assets

Liabilities

Total Liabilities

Fund Balances

Total Fund Balances

Total Liabilities and Fund Balances

Statement of Net Position

Total Fund Balances

Note:

See Notes to Financial Statements

Reported figures are rounded to the nearest dollar and totals may not 
sum due to the impact of rounding.

Restricted for Permanent Trust - Nonexpendable

Payable for Unsettled Trades

Income Distributions Payable

Operating Expense Payable

Nonspendable - Permanent Funds

Cash with the State Treasurer

Investments, at Fair Value

Accrued Interest and Dividends Receivable

Net Income Receivable from SITLA

Industrial Normal Reservoirs Utah State

School School Fund Hospital

$ 10,240 $ 31,838 $ 49,774 $ 29,693                     

1,283,213 4,930,255 7,081,626 3,387,237               

14,087 54,126 77,744 37,186                     

2,727 10,477 15,049 7,198                        

9 33 47 23                              

-                                     -                          4,702 -                            

1,310,276 5,026,729 7,228,942 3,461,337               

52,491 201,678 289,682 138,559                   

2,695 10,489 15,066 7,206                        

119 456 654 313                           

55,304 212,623 305,403 146,078                   

1,254,971 4,814,106 6,923,539 3,315,258               

1,254,971 4,814,106 6,923,539 3,315,258               

1,310,276 5,026,729 7,228,942 3,461,337               

1,254,971                        4,814,106             6,923,539                   3,315,258               

1,254,971$                     4,814,106$          6,923,539$                3,315,258$             
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State of Utah, School and Institutional Trust Funds
GOVERNMENTAL BALANCE SHEET AND STATEMENT OF NET POSITION
As of June 30, 2017

SUPPLEMENTAL SCHEDULE
TRUST LANDS PERMANENT FUND COMBINING
SCHEDULE BY BENEFICIARY

 Assets

Receivable for Unsettled Trades

Prepaid Expenses

Total Assets

Liabilities

Total Liabilities

Fund Balances

Total Fund Balances

Total Liabilities and Fund Balances

Statement of Net Position

Total Fund Balances

Note:

See Notes to Financial Statements

Reported figures are rounded to the nearest dollar and totals may not 
sum due to the impact of rounding.

Restricted for Permanent Trust - Nonexpendable

Payable for Unsettled Trades

Income Distributions Payable

Operating Expense Payable

Nonspendable - Permanent Funds

Cash with the State Treasurer

Investments, at Fair Value

Accrued Interest and Dividends Receivable

Net Income Receivable from SITLA

School University of Miners

of Mines Utah Hospital TOTAL

$ 26,193 $ 36,952 $ 377,952 $ 16,013,886                            

3,659,090 5,215,176 54,814,496 2,458,320,136                       

40,171 57,254 601,770 26,988,176                            

7,776 11,083 116,487 5,224,203                               

24 35 367 16,439                                     

1,556 -                                11,176 6,635,088                               

3,734,809 5,320,499 55,922,247 2,513,197,928                       

149,679 213,333 2,242,253 100,560,549                          

7,785 11,095 117,198 5,235,154                               

338 482 5,065 227,138                                  

157,802 224,910 2,364,516 106,022,841                          

3,577,007 5,095,589 53,557,731 2,407,175,087                       

3,577,007 5,095,589 53,557,731 2,407,175,087                       

3,734,809 5,320,499 55,922,247 2,513,197,928                       

3,577,007                      5,095,589                   53,557,731                2,407,175,087                       

3,577,007$                   5,095,589$                53,557,731$              2,407,175,087$                    
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State of Utah, School and Institutional Trust Funds

GOVERNMENTAL STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN GOVERNMENTAL FUND BALANCES 

AND STATEMENT OF GOVERNMENTAL ACTIVITIES 

Fiscal Year Ended June 30, 2017

SUPPLEMENTAL SCHEDULE
TRUST LANDS PERMANENT FUND COMBINING
SCHEDULE BY BENEFICIARY

School Fund Utah State Deaf School Institute 

University for the Blind

Revenues

$ 64,452,493 $ 43,191 $ -                                   $ 21,603                            

83,060,442 119,862 107,541 652,233                          

80,993,245 113,717 53,690 902,576                          

Interest and Dividends Received 35,492,624 51,054 34,777 329,127                          

Total Revenues 263,998,804 327,823 196,009 1,905,540                      

Expenditures

1,696,671 2,386 1,645 15,407                            

Total Expenditures 1,696,671 2,386 1,645 15,407                            

Revenues over Expenditures 262,302,133 325,437 194,364 1,890,133                      

Other Financing Uses

Distributions to Beneficiaries 33,997,456 48,948 33,327 315,553                          

5,006,331 6,987 4,825 45,476                            

Net Increase/(Decrease) in Fund Balance 223,298,346 269,501 156,212 1,529,104                      

Fund Balances - Beginning of Year 2,079,025,904 2,945,385 2,053,061 19,359,371                    

Fund Balances - End of Year 2,302,324,250 3,214,886 2,209,273 20,888,475                    

Change in Net Position-Government Activities $ 223,298,346 269,501$                       156,212$                       1,529,104$                    

Note:

See Notes to Financial Statements

Reported figures are rounded to the nearest dollar and totals may not 

sum due to the impact of rounding.

Income Distributions Payable

Beneficiary

Receipts from Trust Lands Administration

Gains from Investments

Reinvested Gains

Fund Operating Expenses

There were no expenses which do not require the use of current financial 
resources. The amount for the Change in Net Position (shown below) is the same 

amount shown above in the Governmental Statement of Expenditures.
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State of Utah, School and Institutional Trust Funds

GOVERNMENTAL STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN GOVERNMENTAL FUND BALANCES 

AND STATEMENT OF GOVERNMENTAL ACTIVITIES 

Fiscal Year Ended June 30, 2017

SUPPLEMENTAL SCHEDULE
TRUST LANDS PERMANENT FUND COMBINING
SCHEDULE BY BENEFICIARY

Revenues

Interest and Dividends Received

Total Revenues

Expenditures

Total Expenditures

Revenues over Expenditures

Other Financing Uses

Distributions to Beneficiaries

Net Increase/(Decrease) in Fund Balance

Fund Balances - Beginning of Year

Fund Balances - End of Year

Change in Net Position-Government Activities

Note:

See Notes to Financial Statements

Reported figures are rounded to the nearest dollar and totals may not 

sum due to the impact of rounding.

Income Distributions Payable

Receipts from Trust Lands Administration

Gains from Investments

Reinvested Gains

Fund Operating Expenses

Industrial Normal Reservoirs Utah State

School School Fund Hospital

$ 23,573 $ -                                     $ 28,276 $ -                           

30,472 166,534 215,942 62,188

59,076 182,863 286,316 170,519

19,530 76,258 109,521 52,004

132,650 425,655 640,055 284,711

910 3,564 5,105 2,437

910 3,564 5,105 2,437

131,740 422,091 634,950 282,274

18,730 73,117 105,023 49,857

2,695 10,489 15,066 7,206

110,316 338,485 514,861 225,211

1,144,655 4,475,621 6,408,679 3,090,048

1,254,971 4,814,106 6,923,539 3,315,258

$ 110,316 $ 338,485 $ 514,861 $ 225,211

Beneficiary

36



State of Utah, School and Institutional Trust Funds

GOVERNMENTAL STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN GOVERNMENTAL FUND BALANCES 

AND STATEMENT OF GOVERNMENTAL ACTIVITIES 

Fiscal Year Ended June 30, 2017

SUPPLEMENTAL SCHEDULE
TRUST LANDS PERMANENT FUND COMBINING
SCHEDULE BY BENEFICIARY

Revenues

Interest and Dividends Received

Total Revenues

Expenditures

Total Expenditures

Revenues over Expenditures

Other Financing Uses

Distributions to Beneficiaries

Net Increase/(Decrease) in Fund Balance

Fund Balances - Beginning of Year

Fund Balances - End of Year

Change in Net Position-Government Activities

Note:

See Notes to Financial Statements

Reported figures are rounded to the nearest dollar and totals may not 

sum due to the impact of rounding.

Income Distributions Payable

Receipts from Trust Lands Administration

Gains from Investments

Reinvested Gains

Fund Operating Expenses

School of University of Miners

Mines Utah Hospital TOTAL

$ 1,556 $ 397,221 $ 2,016,891 $ 66,984,803                       

109,192 144,632 1,691,182 86,360,222                       

150,741 212,964 2,155,469 85,281,177                       

56,806 78,042 827,591 37,127,334                       

318,295 832,860 6,691,134 275,753,536                     

2,642 3,599 39,090 1,773,456                         

2,642 3,599 39,090 1,773,456                         

315,653 829,261 6,652,044 273,980,080                     

54,478 74,890 793,199 35,564,577                       

7,785 11,095 117,198 5,235,154                         

253,391 743,276 5,741,646 233,180,349                     

3,323,617 4,352,313 47,816,085 2,173,994,738                 

3,577,007 5,095,589 53,557,731 2,407,175,087                 

$ 253,391 $ 743,276 $ 5,741,646 $ 233,180,349                     
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State of Utah, School and Institutional Trust Funds

SCHEDULE OF SITFO EXPENDITURES

Fiscal Year Ended June 30, 2017

Fund Operating Expenses

SITFO Investment Office Budget $ 743,561

Investment Systems and Publications 80,475

Consulting Services 877,416

Custodial Banking Services 72,004

Subtotal Fund Operating Expenses $ 1,773,456

Invoiced Investment Management (IM) Fees 

Bramshill $ 267,093

Loomis 246,642

Putnam 264,715

Parametric 159,727

Subtotal Invoiced IM Fees $ 938,178

Total Fund Operating Expenses and Invoiced IM Fees $ 2,711,634

Note:

Custodial Banking Services effective November 2016 onwards.

Invoiced Investment Management (IM) Fees were effective in December 2016 onwards and are paid out of the assets of the IM accounts.

Fees are also paid on an indirect basis as deductions from the Net Asset Value (or its equivalent) on an indirect basis and are not

reported as SITFO Expenditures.

Fund expenses include budget expenses as well as off budget investment specific expenses. 

Reported figures are rounded to the nearest dollar and totals may not sum due to the impact of rounding.

SCHEDULE OF SITFO EXPENDITURES
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State of Utah, School and Institutional Trust Funds

SCHEDULE OF WEIGHTED INVESTMENT RETURNS BY BENEFICIARY 

Fiscal Year Ended June 30, 2017

FY 2017 3 Year Annualized 5 Year Annualized

10 Year 

Annualized

Since 

Inception Inception Date

Total Fund 8.9 5.1 9.7 5.7 6.9 May 2004

CPI+5% 7.0 6.0 6.3 6.7 7.0

Policy Index* 10.0 5.2 7.3

Beneficiary FY 2017 3 Year Annualized 5 Year Annualized

10 Year 

Annualized

Since 

Inception Inception Date

School Fund 8.9 5.1 9.7 5.7 6.9 May 2004

Utah State University 8.9 4.8 9.5 5.2 6.5 May 2004

Deaf School 8.9 4.8 9.6 5.2 6.7 May 2004

Institute for the Blind 8.9 5.2 10.0 5.7 7.1 May 2004

Industrial School 8.9 4.9 9.7 5.2 6.6 May 2004

Normal School 8.9 4.8 9.6 5.3 6.7 May 2004

Reservoirs Fund 8.9 4.8 9.6 5.4 6.8 May 2004

Utah State Hospital 8.6 4.8 9.7 5.5 6.8 May 2004

School of Mines 8.9 4.9 9.7 5.5 6.8 May 2004

University of Utah 8.9 4.7 9.5 5.1 6.6 May 2004

Miners Hospital 8.8 5.3 10.0 6.2 6.6 May 2004

Investment Rates of Return and Benchmark Returns are as reported by Fund Evaluation Group, LLC

Note:

Reported figures are rounded to the nearest dollar and totals may not sum due to the impact of rounding.

* Policy Index is comprised of: 7.5% Russell 1000 Index, 7.5% Russell 2000 Index, 7.5% MSCI EAFE Index, 7.5% MSCI Emerging Markets Index, 7.0% Thomson One All 

Private Equity Index, 4.5% Bloomberg Barclays Corporate Index, 4.5% Merrill Lynch High Yield Master Index, 4.0% Bloomberg Barclays Securitized Index, 4.0% HFRI RV 

Asset Backed Index, 2.5% JPM EMBI Global Index, 2.5% JPM GBI-EM Global Diversified Unhedged Index, 9.0% Thomson One Distressed Debt Index, 3.0% Bloomberg 

Barclays US TIPS Index, 4.0% Alerian MLP Index, 9.0% NCREIF Property Index, 4.0% Thomson One Private Natural Resources Index, 7.0% Bloomberg Barclays 20+ US 

Treasuries Index, 5.0% Bloomberg Barclays CTA Index.

SCHEDULE OF WEIGHTED INVESTMENT RETURNS BY BENEFICIARY (%, Net of Fees)
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State of Utah, School and Institutional Trust Funds

SCHEDULE OF WEIGHTED INVESTMENT RETURNS BY INVESTMENT THEMATIC

Fiscal Year Ended June 30, 2017

FY 2017 3 Year Annualized 5 Year Annualized

10 Year 

Annualized

Since 

Inception Inception Date

Total Fund 8.9 5.1 9.7 5.7 6.9 May 2004

CPI+5% 7.0 6.0 6.3 6.7 7.0

Policy Index (1) 10.0 5.2 7.3

Investment Theme FY 2017 3 Year Annualized 5 Year Annualized

10 Year 

Annualized

Since 

Inception Inception Date

Growth 19.1 7.2 13.4 5.8 8.0 May 2004

Growth Policy Index (2) 19.8 7.0 12.6 5.6 7.9

Real Assets 2.7 9.2 10.2 4.4 Dec 2007

Real Assets Policy Index (3) 5.9 9.6 10.8 5.3

Income 2.2 2.9 2.9 4.9 4.7 May 2004

Income Policy Index (4) 7.9 4.7 3.7 5.2 5.0

Defensive -8.2 -2.5 -1.3 0.2 0.9 May 2004

Defensive Policy Index (5) -6.1 -2.0 -1.2 -0.2 0.7

Investment Rates of Return and Benchmark Returns are as reported by Fund Evaluation Group, LLC

Note:

SCHEDULE OF WEIGHTED INVESTMENT RETURNS BY INVESTMENT THEMATIC (%, Net of Fees)

(1) Total Fund Policy Index is comprised of: 7.5% Russell 1000 Index, 7.5% Russell 2000 Index, 7.5% MSCI EAFE Index, 7.5% MSCI Emerging Markets Index, 7.0% Thomson

One All Private Equity Index, 4.5% Bloomberg Barclays Corporate Index, 4.5% Merrill Lynch High Yield Master Index, 4.0% Bloomberg Barclays Securitized Index, 4.0% 

HFRI RV Asset Backed Index, 2.5% JPM EMBI Global Index, 2.5% JPM GBI-EM Global Diversified Unhedged Index, 9.0% Thomson One Distressed Debt Index, 3.0% 

Bloomberg Barclays US TIPS Index, 4.0% Alerian MLP Index, 9.0% NCREIF Property Index, 4.0% Thomson One Private Natural Resources Index, 7.0% Bloomberg Barclays

20+ US Treasuries Index, 5.0% Bloomberg Barclays CTA Index.

(2) Growth Composite Blended Index is comprised of: 20.3% Russell 1000 Index, 20.3% Russell 2000 Index, 20.3% MSCI EAFE IMI Index, 20.3% MSCI Emerging Markets

Index, 18.8% Thomson One All Private Equity Index.

(3) Real Assets Composite Blended Index is comprised of: 15% Bloomberg Barclays U.S. TIPS Index, 20% Alerian MLP Index, 45% NCREIF Property Index, 20% Thomson

One Private Natural Resources Index.

(4) Income Composite Blended Index is comprised of: 14.5% Bloomberg Barclays Corporate Index, 14.5% Merrill Lynch High Yield Master Index, 13.0% Bloomberg 

Barclays Securitized Index,13.0% HFRI RV Asset Backed Index, 8.0% JPM EMBI Global Index, 8.0% JPM GBI-EM Global Diversified Unhedged Index, 29.0% Thomson One 

Distressed Debt Index.

(5) Defensive Composite Blended Index is comprised of: 58.3% Bloomberg Barclays 20+ Year U.S. Treasury Index, 41.7% Barclay CTA Index.

Any benchmark containing a Thomson One private benchmark, NCREIF, or the Barclay CTA Index is subject to change as updated data becomes available.

Reported figures are rounded to the nearest dollar and totals may not sum due to the impact of rounding.
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State of Utah, School and Institutional Trust Funds

SCHEDULE OF BROKERAGE COMMISSIONS

Fiscal Year Ended June 30, 2017

Broker Name Shares Traded Dollar Volume of Trades

Commission Dollar 

Amount

Commission Per 

Share

Commission (% of 

dollar volume)

Citigroup Global Markets 171,193 12,126,509$      10,629$     0.0621$     0.0876%

Goldman, Sachs & Co. 1,003,359 20,181,491 23,025 0.0229 0.1141%

ITG 77,330 969,154 271 0.0035 0.0280%

Jefferies LLC 18,816 556,527 180 0.0095 0.0323%

Liquidnet 151,753 4,471,501 1,359 0.0090 0.0304%

Loop Capital Markets 15,309 868,889 151 0.0099 0.0174%

Merrill Lynch 1,026 134,456 67 0.0655 0.0500%

Morgan Stanley 55,812,473 242,852,678 129,238 0.0023 0.0532%

UBS Securities 106,370 268,583 134 0.0013 0.0500%

Weeden & Co 8,253,156 305,680,497 45,154 0.0055 0.0148%

Total 65,610,785 588,110,286$     210,208$    0.0032$     0.0357%

SCHEDULE OF BROKERAGE COMMISSIONS

Reported figures are rounded to the nearest dollar and totals may not sum due to the impact of rounding.

Note:

Domestic and Global Equity trading only. 

No commissions are paid on fixed income trades.

Total does not include mutual fund trade fees.
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Independent Auditor’s Report on Compliance 

To the Board of Trustees 

School and Institutional Trust Fund 

Salt Lake City, Utah 

Report On Compliance 

We have audited the School and Institutional Trust Fund Office’s (SITFO’s) compliance with Utah Code, 

Section 53C-3-103 (as effective through June 30, 2017), requiring a distributions paid from interest, 

dividends and other income, that could have a direct and material effect on the Schedule of Permanent 

Fund Investment Distributions for the year ended June 30, 2017. 

Management’s Responsibility 

Management is responsible for compliance with the State statutes and the presentation of the Schedule. 

Auditor’s Responsibility 

Our responsibility is to express an opinion on compliance based on our audit of the compliance 

requirements referred to above. We conducted our audit of compliance in accordance with auditing 

standards generally accepted in the United States of America and the standards applicable to financial 

audits contained in Government Auditing Standards issued by the Comptroller General of the United 

States. Those standards require that we plan and perform the audit to obtain reasonable assurance about 

whether noncompliance with the compliance requirements referred to above that could have a direct and 

material effect on the Schedule occurred. An audit includes examining, on a test basis, evidence about 

SITFO’s compliance with those requirements and performing such other procedures as we considered 

necessary in the circumstances. 

We believe that our audit provides a reasonable basis for our opinion on compliance. However, our audit 

does not provide a legal determination of SITFO’s compliance. 

Opinion on Compliance Requirements 

In our opinion, SITFO complied, in all material respects, with the compliance requirements referred to 

above that could have a direct and material effect on the Schedule for the year ended June 30, 2017. 

November 30, 2017 

Salt Lake City, Utah 
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Independent Auditor’s Report on Internal Control over Financial Reporting and on Compliance 

and Other Matters Based on an Audit of Financial Statements Performed in  

Accordance with Government Auditing Standards  

To the Board of Trustees 

School and Institutional Trust Fund 

Salt Lake City, Utah 

We have audited, in accordance with auditing standards generally accepted in the United States of 

America and the standards applicable to financial audits contained in Government Auditing Standards, 

issued by the Comptroller General of the United States, the financial statements of the School and 

Institutional Trust Fund, a component of the State of Utah, as of and for the year ended June 30, 2017, 

and the related notes to the financial statements, which collectively comprise School and Institutional 

Trust Fund’s basic financial statements, and have issued our report thereon dated .   

Internal Control over Financial Reporting 
In planning and performing our audit of the financial statements, we considered the School and 

Institutional Trust Fund’s internal control over financial reporting (internal control) to determine the audit 

procedures that are appropriate in the circumstances for the purpose of expressing our opinion on the 

financial statements, but not for the purpose of expressing an opinion on the effectiveness of the School 

and Institutional Trust Fund’s internal control. Accordingly, we do not express an opinion on the 

effectiveness of the School and Institutional Trust Fund’s internal control. 

A deficiency in internal control exists when the design or operation of a control does not allow 

management or employees, in the normal course of performing their assigned functions, to prevent, or 

detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or a combination 

of deficiencies, in internal control, such that there is a reasonable possibility that a material misstatement 

of the entity’s financial statements will not be prevented, or detected and corrected on a timely basis.  A 

significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is less 

severe than a material weakness, yet important enough to merit attention by those charged with 

governance.  

Our consideration of internal control over financial reporting was for the limited purpose described in the 

first paragraph of this section and was not designed to identify all deficiencies in internal control over 

financial reporting that might be material weaknesses or significant deficiencies. Given these limitations, 

during our audit we did not identify any deficiencies in internal control that we consider to be material 

weaknesses. However, material weaknesses may exist that have not been identified. 

Compliance and Other Matters 

As part of obtaining reasonable assurance about whether the School and Institutional Trust Fund’s 

financial statements are free from material misstatement, we performed tests of its compliance with 

certain provisions of laws, regulations, contracts, and grant agreements, noncompliance with which could 
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have a direct and material effect on the determination of financial statement amounts. However, providing 

an opinion on compliance with those provisions was not an objective of our audit, and accordingly, we do 

not express such an opinion. The results of our tests disclosed no instances of noncompliance or other 

matters that are required to be reported under Government Auditing Standards.  

Purpose of this Report 

The purpose of this report is solely to describe the scope of our testing of internal control and compliance 

and the results of that testing, and not to provide an opinion on the effectiveness of the entity’s internal 

control or on compliance. This report is an integral part of an audit performed in accordance with 

Government Auditing Standards in considering the entity’s internal control and compliance. Accordingly, 

this communication is not suitable for any other purpose. 

November 30, 2017 

Salt Lake City, Utah 
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