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State of Rhode Island and Providence Plantations
Office of the General Treasurer

Paul J. Tavares
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RHODE ISLAND STATE INVESTMENT COMMISSION
MEETING NOTICE

The next meeting of the Rhode Island State Investment Commission has been scheduled for
Wednesday, September 25, 2002 at 9:00 am. in Room 135 of the State House.

AGENDA
. v
1.  Membership Roll Call

2. Approval of Minutes '/
e State Investment Commission Meeting held on 8/28/02 *

3. Proposed Alternative Investments *
o Lumina Ventures, L.P.
e  Wellspring Capital Partners III/

4. Pacific Corporate Group — Private Equity Portfolio Review and Recommended Allocations *

5. Legal Counsel Report X

6. General Consultant’s Report — Wilshire Associates Incorporated ‘/
o (Capital Market Update

7.  Deputy Treasurer for Finance Report
8. Treasurer’s Report

9.  New Business

* Commission members will be asked to vote on this item.
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*State of Rhode Island and Providence Plantations
STATE INVESTMENT COMMISSION

Minutes of the Regular Meeting August 28, 2002

A State Investment Commission meeting was held in Room 135, State House,
Providence, Rhode Island on Wednesday, August 28, 2002, There being a quorum present, the
Treasurer called the meeting to order at 9:05 am.

Membership Roll Call. Present were: Mr. . Michacl Costello, Senator Daniel DaPonte,
Dr. Robert J. McKenna, Ms. Marcia Reback, Mr. James E. Thorsen, Mr. William J. Whitty and
General Treasurer Paul J. Tavares. Also present were: Ms. Joan M. Caine, Deputy Treasurer for
Finance, Andrew M. Hodgkin, Esq., Legal Counsel to the Commission, Mr. William G. Bensur,
Ir., of Wilshire Associates Incorporated, Consultant to the Commission, and other members of the
Treasurer’s Staff. Ms. Rosemary Booth Gallogly was absent.

State Investment Commission Minutes. Ms. Reback moved, Dr. McKenna seconded and
the following motion was passed unanimously. The following members voted in favor: Mr.
Costello, Sen. DaPonte, Dr. McKenna, Ms. Reback, Mr. Thorsen, Mr. Whitty and Treasurer
Tavares.

VOTED: To approve the Minutes of the June 26, 2002 Regular Meeting.

Investment Manager Review - Fleet Investment Advisors. Mr. Bensur gave a brief
overview of Fleet Investment Advisors. He noted that Fleet was retained in 1983 to provide a
fong-term, strategic exposure to the core-oriented segment of the fixed income market. As of
6/30/02, the Fleet portfolio represented approximately 32.1% of the fixed income composite and
approximately 9.2% of the total fund. Market value as of 6/30/02 was approximately $500.8
million.

Mr. Roger N. Begin, Vice President introduced Ms. Mary M. McGoldrick, Senior Vice
President, Ms. Marie M. Schofield, Senior Vice President and Mr. Mark A. Marinella, Executive
Vice President and Managing Director who represented Fleet Investment Advisors. He noted Ms.
Schofield partners with Ms. McGoldrick in managing the portfolio. Ms. Schofield noted that
Fleet has over $4 billion in institutional assets under management and seeks to capitalize on
opportunities provided by changing interest rates, the changing shape of the yield curve and the
changing yield relationships between sectors.

The team uses a comprehensive top-down and bottom-up investment management
process. She explained that historically, real yiclds bave been an accurate gauge of relative value
in the government bond market and have offered a good value above a 3.50% hurdle rate. When
real rates arc high, they extend duration and shorten duration when real rates are low.

Ms. McGoldrick noted that corporates were only 2% of the portfolio three years ago, but
the team was gradually increasing that percentage. Bond markets have outperformed stock/equity
markets for the past three years. She stated that the 2™ quarter of 2002 was very rewarding for
bond investors, as accounting scandals and an overall decline in confidence moved many
.investors into bonds. Treasuries were once again a beneficiary of the flight to quality, with
indications that Fed policy would likely remain on hold for much of this year. Ms. Schoficld
reviewed the portfolio characteristics.
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The portfolio returned 4.94% versus the benchmark’s (Lehman Government/Credit
Index) 4.50% for calendar year-to-date. Since inception the portfolio has returned 6.96%, 52
basis points behind the benchmark’s 7.48%.

Investment Manager Review — Fidelity Management Trust Co. Mr. Bensur gave a brief
overview of Fidelity which was retained in 1989 to provide a long-term, strategic allocation to the
mortgage-oriented sector of the fixed income market. As of 6/30/02, the Fidelity portfolio
represented 26% of the fixed income composite and approximately 7.5% of the total fund.

Market value as of 6/30/02 was approximately $405 .4 million.

Mr. Arthur Greenwood, Senior Vice President and Mr. Thomas J. Silvia, Portfolio
Manager represented Fidelity. Mr. Greenwood noted that Fidelity has outperformed its
benchmark since inception. Mr. Silvia stated that economic weakness and a significant flight to
quality have pushed Treasury yields to record lows. The yield curve remains steep, as the market
anticipates future Fed increases in 2003. Mortgage yield spreads remain wide reflecting the
greater prepayment risk in the market. He noted that falling interest rates have spurred
refinancing activity.

Contributing to performance since 6/30/01 is the out-of-benchmark exposure to
securitized sectors and GNMA overweight versus FNMA/FHLMC. Detracting from performance
since 6/30/01 was the outperformance of 15-years over 30-years on a duration-adjusted basis.

Ms. Silvia stated that Fidelity’s current investment strategy is to continue the overweight of 30-
years MBS versus 15-year MBS due to yield advantage. Fidelity continues to prefer GNMA’s as
they exhibited a more consistent prepayment pattern and they will focus on opportunities in the
non-Agency residential sector. This is a less efficient sector that does not have the adverse
selection of the Agency pass-through market.

M. Costello noted that while Fleet and Fidelity have different benchmarks, he believes
they should have the same hurdle rate. Mr. Bensur agreed to review universe returns for
comparable investment products and provide the Commission with a recommendation at the next
meeting.

Corporate Governance. The Treasurer stated that the recent corporate accounting
scandals have had a dramatic impact on the marketplace and regulatory agencies, etc. In order to
address the fiduciary responsibilities of the Commission, he formed a working group comprised
of Ms. Caine, Mr. Garry Bliss, Ms. Stephanie Shechan, Mr. Hodgkin and Mr. Bensur to analyze
our policies and procedures and to make recommendations to the Commission to insure due
diligence. He noted that the Treasurer’s Office is a member of the Council of Institutional
Investors and the National Association of State Treasurers, which both take an active role n
protecting pension plan assets and is recognized as a significant voice for institutional shareholder
interests. The Treasurer has requested that the National Association of State Treasurers
(“NAST”) address the question of potential combined action at its next meeting.

The Treasurer proposed sending a letter to all investment managers urging them to™.
evaluate proxy votes on a case-by-case basis, taking into consideration company performance,
industry best practices, and the long-term impact of proposals on shareholder value. Includedsip
this letter would be several proposed new proxy voting guidelines and the letter would ask for
their review and comments on the proposals. He noted we had asked for and received updated
copies of Proxy Voting Policies from all of our mvestment managers.
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Ms. Reback moved, Dr. McKenna seconded and the following motion was passed
unanimously. The following members voted in favor: Mr. Costello, Sen. DaPonte, Dr.
McKenna, Ms. Reback, Mr. Thorsen, Mr. Whitty and Treasurer Tavares.

VOTED: To authorize the Treasurer to send the letter to investment managers regarding
Proxy Voting Guidelines for Investment Managers.

Proposed Alternative Investment — AFL-CIO Hous ing Investment Trust. The Treasurer
stated that the proposed alternative investment in the AFL-CIO HIT does not neatly fit into the
pension fund’s target assct allocation. However, in light of the HIT"s historical strong
performance, he wanted to give Commission members the opportunity to review and consider this
investment opportunity.

Mr. Mike Arnold, Senior Executive Vice President, Mr. Patton Rourke, Executite Vice
President and Ms. Leslic White, Regional Marketing Director represented the AF L-C10 Housing
Investment Trust (the “Trust”). Mr. Amold stated that the investment objective of the Trust is to
generate competitive risk-adjusted total rates of return by investing in fixed-income investments,
consisting primarily of multi-family and single family mortgage-backed securities and to
encourage the construction of housing to facilitate employment in the construction trades and
related industries.

Mr. Arnold noted that the Trust was created in 1965 and is a commingled fund with over
400 investors, including both Taft-Hartley and public pension funds. In the last ten years the fund
has grown from $603.2 million to $2.96 billion. The Trust is sponsored by the AFL-CIO but acts
as a registered investment company regulated by the US Securities and Exchange Commission.
For nine consecutive years the fund has outperformed the Lehman Brothers Aggregate Bond
Index which is the benchmark used to do comparative analysis.

M. Rourke noted that the Trust speciatizes in niche sectors of the fixed income market
where significant value benefits exist. The Trust invests in construction-related mortgage-backed
securities that are insured/guarantecd by FHA, GNMA and FNMA. It has unique institutional
capacity and expertise in federal housing programs, real estate law, finance, accounting, and
capital markets. It also negotiates structured financial transactions directly with mortgage
bankers and housing developers throughout the US.

Mr. Rourke noted that 98% of the Trust portfolio consists of Treasury/Agency quality .
versus 70% of the Lehman Aggregate. The overall risk is reduced by overweighting in multi-
family sequritics that provide superior call protection for up to ten years from issuance. He stated
that as of 6/30/02, returns are 5.97%, 74 basis points over the benchmark.

Treasurer Tavares recommended making a $15 million investment in the AFL-CI10
Housing Investment Trust gaining an entrance into the real estate market.

~ After a discussion of the investment, Mr. Thorsen stated he would like to postpone voting
on this investment until after Wilshire completes the Asset Liability study and recommends target
asset class allocations. This report is expected to be completed by the October or November,
2002 meeting.

Dr. McKenna moved, Mr. Thorsen seconded and the following motion was passed
unanimously. The following members voted in favor: Mr. Costello, Sen. DaPonte, Dr.
McKenna, Ms. Reback, Mr. Thorsen, Mr. Whitty and Treasurer Tavares.
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VOTED: To postpone a vote on the preposed investment in the AFL-CIO Housing
Investment Trust until after Wilshire Asseociates Incorporated gives their Asset
Allocation Report in October or November, 2002.

Note: Mr. Thorsen excused himself from the discussion and/or vote regarding the Custody
Contract Extension with State Street Bank and Trust Company and left the meeting at
11:25 am.

Custody Contract Extension. Ms. Caine reminded Commission members that State Street
Bank and Trust Company was re-retained as our custodial bank through an RFP process two
years ago. Since that time the performance of the custody team and the products and services
provided have been greatly enhanced. In addition, State Street provides several premium
products at no cost to the state and the fees have come down by over a $§1 million a year. She
recommended extending the contract for one year,

Mr. Costello moved, Dr. McKenna seconded and the following motion was passed
unanimously. The following members voted in favor: Mr. Costello, Sen. DaPonte, Dr.
McKenna, Ms. Reback, Mr. Whitty and Treasurer Tavares. Mr. Thorsen was not present for this
vote.

VOTED: To extend the Custodial Contract with State Street Bank and Trust Company for
a period of one year.

Note: Mr. Thorsen re-joined the meeting at 11:35 a.m.

Consultant Report - Wilshire Associates Incorporated. Mr. Bensur gave his Capital
Market Update noting the Fed Funds Rate at 1.75% is unchanged so far in 2002, He noted the
Lehman Aggregate is up 6.5% year-to-date and the broad US equity markets are down
approximately 15%. Small cap stocks have outperformed large cap stocks and value stocks have
continued to outperform growth stocks.

Deputy Treasurer for Finance Report. Ms. Caine noted that the fund was down 10.8% for
the calendar year which is slightly ahead of the benchmark. Loomis Sayles & Co. has been
terminated and had contributed greatly to poor performance. Mr. Bensur noted Provident
Investment Counsel is making a recovery and continues to be monitored closely.

Ms. Caine reported that the high yield bond manager transition has taken longer than
expected due to the volatility in the market. Both Shenkman Capital and MacKay Shields are
building their portfolios with she expects a target date for inception of October 1, 2002.

Ms. Caine distributed an Alternative Investment Program forecast for consideration. She
reminded Commission members that since September 11, 2001 the marketing efforts of private
equity funds dramatically slowed down. A $15 million investment in Coller International
Partners is the only Alternative Investment made in 2002, She noted that Pacific Corporate
Group will be recommending two new investments at the September meeting: Wellspring
Capital Partners Il and Lumina Ventures; Green Equity and Landmark Equity Partners XI at the
October meeting; and Avenue Special Situations IIf and one to be announced at the November
meeting.
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New Business — 457 — Deferred Compensation Plan.  Mr. Thorsen reported that some
states have started to provide advice to participants of the 457 Plan. He expressed concerns that
as a Trustee is one liable for either providing advice or not providing advice to Plan participants.
He noted that we do not now currently provide advice and wondered if we should. Itisnota
market standard yet but there is some concern in the marketplace that it could become a standard
to provide advice and what is the level of that advice, how is it delivered and should we be
providing advice. A participant could sue the state or the trustees for not having received advice.
What is the fiduciary responsibility of the Commission?

Mr. Thorsen reported that the Director of the Ohio Deferred Compensation Plan stated
that the Ohio Attorney General advised that they would be no more and no less liable for
providing advice which was a good thing. The Treasurer noted that the Deferred Compensation
Program falls under the umbrella of the Department of Administration as a human resource
function not under the General Treasurer’s Office. The Treasurer had previously expressed his
concern regarding this to the Director of Administration, and suggested a consultant might be in
order and questioned who would pay for it.

Ms. Caine noted that it made more sense to provide participants with educational tools
regarding investments in the 457 Plan rather than advice. She noted several websites such as
Financial Engines, Morningstar, and MPower that are available to plan participants, most of
which do cost the participant on average between $10-$15. In addition there are sct-up fees that
range between $2,500 - $80,000.

Ms. Caine reported that she has been in discussions with Fidelity to provide their on-line
investment tool, “Fidelity Portfolio Planner”, to Rhode Island’s 457 participants and that they
have agreed to provide this to the state at no charge. She indicated that she would work with
Jeanne Peloquin, the State’s Director of Employee Benefits, on launching this product for plan
participants. The Treasurer noted that the Commission was responsible for the investment of the
funds in the Plan, but had no money for the educational portion. He recommended reiterating his
concerns in writing to both the Director of Administration and the Governor.

New Business — Change in January, 2003 Meeting Date. Ms. Caine reported that
Wilshire Associates has requested to move the January, 2003 meeting date from the fourth
Wednesday (January 22, 2003) to the fifth Wednesday (January 29, 2003). She asked
Commission members to report back to her as to their availability.

Ms. Reback moved, Mr. Whitty seconded and the following motion was passed
unanimously. The following members voted in favor: Mr, Costello, Sen. DaPonte, Dr.
McKenna, Ms. Reback, Mr, Thorsen, Mr. Whitty and Treasurer Tavares.

VOTED: To adjourn the meeting.

There being no further business, the meeting was adjourned at 11:50 am.

Respectfully submitted,

Paul J. Tavares
General Treasurer

SiC-8/28/02 doc
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State of Rhode Island
Office of the General Treasurer
Short-Term Investments

lssuer Credit Ratings
August, 2002

Issuer Ratings $-T Debt Rating L-T Debt Rating Credit Qutlook
Issuer Moody's Moaody's S&P Moody's S&P S&P
FleetBaston Al P-1 A1 Al A Stable
Chass Securities Aaz P Al Aaz AA- Negative
Citigroup inc. Aat P-4 At Aal AA- Stable
Cittzens Bank Ri Aag P-t A-it Aaz AA- Stable
Dreyfus Aad Pt At Aal AA- Stable
First Tennessee Capital Markels Al P-4 NiA Al A- Stabla
Ford Motor Credit A3 P2 A-2* A3 BB+ Negative
GE Capital Aaa P A1+ Aaa AAA Stable
Morgan Stanley Dean Witter Aad P-1 A1+ Aad Ab- Negative
Paine Webber Aal P-1 AT+ Aaz AA+ Stable
Brinson Advisors Aza
Slate Strest Bank & Trust Company Aa2 P-1 A-tt Aa2 AB Stable
SunTrust Equitable Securities Aaz P-1 A Aaz At Statle
Zions Bank AZ P-1 A2 A2 BBB Stable
* On Ociober 18, Standard and Poor revised downward 1o A-2 Ford Motor's Short- Tenm Credit Rating. Outiook now is slable. State has suspended shor-term trading.
Ratings Definitions
Moody's Short-Term Debt Ratings: 35&7 Short-Terns Credit Ratings:
P-t - Prime-1 have a supericr ability for repayment of sr. 5-T debt obligations A-1 - Highest rated, strong capacity to meel cbligations
P-2 - Prime-t have a slrong ability for repayment of sr. 5-T debt obligations A-2 - Samewhal more susceplible to adversa effects of changes in financial conditions, satisfactory
P-3 - Prime-1 have an acceptable ability for repayment of sr. S-T debt obligalions A-3 - Exhibits adeguate protection parameters
NP - Not Prime B8 - Significant speculative characteristics, faces major angoing uncertainties

C - Vulnerabie to non-payment
D - Payment default
Modifisrs:
+ or - show relative standing within the category.
Moody's lssuer Rating Symbols:
Aaa - Offer exceptional financial security (high-grads)
Aa - Offer excellent financial security (high-grade)
A - Offer good financial security

Baa - Offer adequate financial security S&P Qutlock Definitions:

Ba - Offer guestionable financial sacurity Paositive - A raling may be raised

B - Offer poor financtal secunty Negative - A rating may be lowered
Caa - Offer very poor financial security Stable - A rating is not iikely to change
Ca - Offer extremely poor financial secunty Developing - May be raised or lowered
C  -iowsst rated class, usually in defaull NM - Not meaningful

Madifiers:

1 - Higher end of teiter rating category
2 - Mid-range of letter rating category
3 - Lawer end of letter rating category
S&P Long-Term Debt Ratings:
AAA - Highest rating, extremely strang
AA - Diifers slightiy from highest rating, very strong
A - Somewhal more susceptible t0 adverse effects of change in economic condition, strong
BBA - Exhibits adequate protaction parameters

Meody's Long-Term Debt Ratings: BB, B, GGG, CC, € - Have significant speculative characterislics. BE least speculative, C nighest degree.
Aaa - Best Quality B - Payment defaull

Aa - High Quatity Modifiers:

A - Posess many favorable invesiment attributes + or - show relative standing within the category.

Baa - Medium-grade obligations

Ba - Posess speculative elements

B - Generally iack characteristics of desirable investments
Caa - Poor standing

Ca - Speculative in a high degree

C - Lowest rated class of bends

Modifiers:

£ - Higher end of tetter rating category

2 - Mid-range of letier rating category

3 - Lower end of letter rating category






State of Rhode Island and Providence Plantations
Office of the General Treasurer

Paul J. Tavares
General Treasurer

September 19, 2002

State Investment Commission
Rhode Island State House
Providence, RI 02903

This is to certify that the amounts so listed below belong to the credit of the Employees’
Retirement, State Police and Judiciary Retirement Systems, and the Municipal Employees’ Retirement
System of the State of Rhode Island at the close of business on August 31, 2002.

Employees’ Retirement System of Rhode Island
Composite Reporting Investment Valuation
August 31, 2002

Cash/Short Term Investments $ 859,
Equities — Domestic $ 2,183,212,579
Equities — International $ 1,025,138,645

Fixed Income — Government $ 641,259,990

Fixed Income — Corporate $ 679,691,582

Fixed Income — In State § 22534739
Total Fixed Income $ 1,343,486,312
Alternative Investmenis $ 285461949
Other — Escrow $ 500.000
Total Fund Investments $ 5,112,658,598
State Employees & Teachers $ 4431981733
Municipal Employees 12.87% $ 658,105,357
State Police 0.27% 5 13,905,542
Judicial 0.17% $ 8,665,967
Total Fund Investments 100.00% $ 5,112,658,598

The amount listed for the alternative investments designation is illiquid and does not have a
readily determinable market value. Tt is based on appraisals only.

Respectfully submitted,

7= T

Paul J. Tavares

General Treasurer
Monthly SEC Letker for Book doc

40 Fountain Street - Providence, Rhode Island 02903-1855 - (401) 222 - 2287 / Fax 222 - 6141
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Asset Aliocation Raport

e

Market Values at August 31, 2&&2 : “Targat 1 S Yatal
Shott Capitai Mgmt alternative distribution 0.63 0.0% 0.00 6.00% 063 0.00 0.0%
JP Morgan Investment Management active core 226.77 4.4% 178.54 350% 47.83 0.49 0.2%
Fravident Investment Courcil Active Irge cap grwth 96.23 1.9% 178.94 350% -g2.71 5.89 6.2%
S5gA Core active tore 253.10 5.0% 1758.94 3.50% 7416 0.91 04%
SSgA Russel 1000 irg cap value index 122.28 2.4% 178.94 3.80% -56.67 0.00 0.0%
SE5gA Witshira 5000 Passive index 807.00 15.8% 894.72 17.50% -87.72 (001} 0.0%
BIMCO Enhanced Equity 37239 1.3% 38345 7.50% -14.06 0.00 0.0%
NorthPainte Capital Smali Cap Value B84.44 1.7% 7669 1.50% 775 4.14 4.9%
Wellington Mgm? Small Cap Core +18.87 2.3% 15338 3.00% -34.51 5.84 5.0%
Wasatch Advisors Small Cap Growth 59.85 1.2% 38.34 0.75% 2150 0.42 0.7%
Columbia Mgmt Small Cap Growth 61.44 1.2% 38.34 0.75% 2310 1.93 3.1%
Transition Account Smalt Cap .00 0.0% 0.00 0.00% 0.00 9.00 0.0%
TOTAL DOMESTIC EQUITY $2,203.01 A43.1% 2,300.70 45 00% -$97.69 $18.80 0.8%
Bank of Irefand M/S ali country ex US 514.80 10.4% 51127 10.00% 3.53 949 1.8%
Putnam Investmenis AYS all country ex US 526.83 10.3% 51127 10.00% 16.36 709 1.3%
Transition Accourt M/S all country ex US 0.30 0.0% 0.00 0.00% 0.30 0.00 1.2%
TOTAL INT'L EGUITY S‘i 061 73 20 4% $1 022 53 20.00% $19.20 $16.59 1.6%
Domsiic Fired incorps T T T R o TR AIE T 1 T T
Fleet Investment Advisors active care 519.73 10.2% 463 97 9.08% 55,76 25.70 4.9%
Fidelity Managemant & Research morigages 413.95 81% 351.50 6.88% 82,46 57.34 13.9%
Brown Brothers, Harriman opporunistic core 18460 3.8% 168.72 3.30% 25,88 14.42 74%
In-State Fixed income shori/int govt 22.53 04% .00 0.60% 22.53 0.00 0.0%
‘Taplin, Canida & Habacht CoOrporates 211.65 4£.1% 210.90 4.43% 0.75 18.53 5.8%
Mackay Shields high yield 126.84 2.5% 108.64 2.13% 18.20 55.14 43.5%
Shenkman Capital Mgmt higt: yield 79.55 1.6% 102.25 2.00% »22.70 54.82 58.9%
Transition Acsount 0.58 0,00
TOTAL FIXEDINCOME 1,569.44 30.7% 1,405.98 27.50% $162.88 $225.95 14.4%
JMB/ Heitman Advisory Cerp real estate 3.04 0%
£ &B Real Estate Counsel real estate 1948 0.4%
Shott Capitat Mgmt alernative distribution 0.00 0.0%
Pacific Corp Group Private Equity 262.84 5.1%
Bank Disposition contingency 0.50 0.0%
TOTAL ALTERNATIVE INVESTMENTS $285.96 5.6% $383.45 7.50% -$97.49 $0.00 0.0%
CASH EQUIVALENTS STIF, Yisld+ 12.52 0.2% 0.0 0.00% 12.52 12.52 100.0%
TOTAL ASSETS $5,112.66 106.0% $5,112.68 100.00% -$0.58 $274.86 5.4%|
Allocation By Managemem Style
Core 479.85 5.4% 357.8% 7.00% 121.69 13% 0.3%
Large Cap Grawth 96.23 1.9% 178.94 3.50% (82.71) 5.89 8.2%
Large Cap Value 12228 2.4% 178,94 2.50% {56.67) - 0.0%
Index 807.00 15.8% 894.72 17.50% (87.72) (0.01} 0.0%
Enhanced Equity 372.39 7.3% 38345 7.50% {(11.086) (0.01) 0.0%
Alt Distribution 0.63 0.0% - 0.00% 0.63 - 0.0%
Small Cap 324.60 6.3% 306.76 6.00% 17.84 1242 3.8%
TOTAL DOMESTIC EQUI‘IY 32 203 01 43.1% 2,300.70 AS.00% {97.69} 19.79 2.9%
intarnational Equity : R R R SR TSR ER et £ I
Active 1,041.73 20.4% 1,022.53 20.00% 19.20 16.59 1.6%
TOTAL INT'L EQUITY 31 041 73 20.4% $1,022.53 20.00% $19.20 316 59 1.6%
Meortgage 413.95 16.3% 351.50 6.88% 6246 57 34 13.9%
Core 736.67 42% 632.69 12.38% 104.18 40.12 5.4%
Comarates 211.63 4.1% 210.90 4.13% 075 18.53 8.8%
High Yield 206.97 4.0% 210.90 4.13% (3.83) 109.96 53.1%
TOTAL FIXEDINCOME 51 559 44 30 7% $1,405.98 27.50% $163.46 $225.95 14.4%
Real Estate 22 52 0.4%
Cther Altenative invesiments 263.44 5.2% -
TOTAL ALTERNATIVE INVESTMENTS $285.98 5.6% $383.45 7.50% ($57.49) =
LASH EQUIVALENTS STIF, Yisld+ 12.52 0.2% 0.0 0.00% 12.52 12.52 130.0%
TOTAL ASSETS $5,112.68 100.0% $5,112.68 100.00% {$0.00) $274.85 54%
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RHODE ISLAND STATE INVESTMENT COMMISSICON

Domestic Equity Holdings By Top 10 Market Values

AUGUST 31, 2002

MICROSOFT CORP 402,100 $19,735,068
GENERAL ELC. CO 650,300 19,606,545
PFIZER INC 513,300 16,97¢,964
JOHNSON + JOHNSON 268,200 14,565,942
EXXON MOBIL CORP 386,700 13,686,182
CITIGROUP INC 354,533 11,61C,956
CISCO SYS INC 742,400 10,25¢,968
PROCTER & GAMBLE CO 114,500 10,150,425
WAL MART STORES INC 180,500 9,653,140
INTEL CORP 570,300 9,510,235

6.16% $135,758,424
Totzl Composite Equities $2,202,380,693

International Equity Holdings By Top 10 Market Values

international Equi

TOTAL FINA ELF

NESTLE SA

ING GROEP NV CVA

SHELL TRNSPT+TRDG

VODAFONE GROUP

GLAXCSMITHLINE

CANON INC

NOVARTIS AG

NTT DOCOMOC

DIAGEQ ORD

Total Composite International Equities

Top 10 Markst Vaives SIC

AUGUST 31, 2002

271,361
148,363
1,347,034
3,959,493
15,867,573
1,284,690
645,000
516,168
8,543
1,487,871
24.46%

$1,041,724,044

$38,692,980
31,406,402
29,405,195
26,551,622
25,404,651
24,165,417
22,086,619
20,947,846
18,157,432
17,998,421

$254,816,584

S8gA,Provident,J).P.Morgan
SSgA, Provident,J.P.Morgan
SS8gA, Pravident,J.P.Morgan
58gA.J.P.Morgan
S8gA.J.P.Morgan
S§SgA.J.P.Morgan
8§8gA.J.P.Morgan
SSgA.J.P.Morgan
SSgA,Provident,J.P.Morgan

SS8gA Provident,J.P.Morgan

Bank of lrefand Putnam
Bank of trefand,Putham
Bank of Ireland,Putnam
Bank of {reland, Putham
Bank of Ireland, Putnam
Bank of ireland,Putnam
Bank of Ireland,Putnam
Bank of ireland,Putnam
Bank of Ireland,Putnam

Bank of Ireland,Putnam



Alternative Investments Funding

2002

U Usiunded L Metket

Manager ;
Bdlancg 1YV alues
' U

ABS Capital Partners May 1996 5,000,000 2,590,334 0 2,590,334 2,409,666 962,759
Apollo Investnent Fund IV L.P, Apr 1998 15,000,000 12,217,011 0 12,217,011 2,782,989 15,125,182
Alta BioPharma Partners, L.P. Mar 1998 10,000,500 6,974,103 0 6,974,103 3,025,867 4,585,926
Alta California Partners H L.P. Qct 1998 10,006,300 8,553,607 0 8,653,607 1,346,393 5,898,947
Alta California Partners I L.P. Jan 2001 15,000,000 6,000,000 0 6,000,000 9,000,000 5,621,454
Aurora Equity Partriers I har 1958 15,000,000 10,485,471 0 10483471 4,516,529 11,769,248
Blackstone Capital Ptnrs 11T May 1997 20,000,000 13,213,394 0 13,2133% 6,786,606 13,586,411
Blackstone Capital Ptars IV Sapt 2001 25,000,000 2 0 8 25,000,000 [
Boston Ventures Ltd Sept 1996 5,000,000 4,176,783 94,599 4,271,482 728,518 2,275,563
Coller Capital Mar 2002 15,000,000 ] o 8 15,000,000 V]
Crossronds/Providence LP Dec 1988 37,316,303 36,510,545 0 36,510,945 1} 7,657,291
CSFB Global Opportunities Pinrs,  Sept 2001 15,000,000 9,877,757 o] 9,577,757 5,422,243 9,577,757
CVC Capital Partners Mar 1998 15,006,000 9,723,552 384,130 10,107,682 4,892,318 8,260,574
CVC Capital Partners I har 2001 20,000,000 1,485,488 429,980 1,893,468 18,106,532 1,619,310
Donghty Harson IT Mar 1996 5,000,000 190,717 0 1,504,717 3,005,263 815,187
Doughty Hanson 111 Nov 1997 15,000,000 11,638,869 0 11,638,869 3,361,131 12,528,603
Femway Aug 1998 15,000,000 7,887,832 0 7,887,832 7,112,168 6,256,819
First Reserpe Fund VIl L.P. Apr19%8 15,000,000 13,576,459 0 13576459 1.423,541 16,675,352
First Reserve Fund IX L.P. Jan 200% 20,000,000 6,072,887 0 6,072,887 13,927,113 5,834,730
Harvest Partners [l Dec 1997 15,000,000 12,805,596 0 12,805,5% 2,194,404 16,599,391
Harpest Partners IV Aug 2001 15,000,000 1,800,000 0 1,800,000 13,200,000 1,800,000
Heritage Fund May 1997 5,000,000 3,987,804 o 3,987,804 1,012,196 3,951,669
Nautic Partners V Feb 2001 20,000,000 1,804,341 o] 1,804,341 18,195,659 1,907,249
Nordic Capital IIT Feb 1998 10,000,000 8,163,079 o £,163,07% 1,836,921 3,709,507
OCM Opportanities Fand Jar 1996 £,000,000 823,006 0 823,006 7,176,594 3,495,784
QCM Principal Opportunities Nov 1996 5,000,000 4,383,638 ] 4,383,638 616,362 4,734,730
OCM Opportunities I Oct 1997 12,000,000 7,131,237 0 7,151,237 4,868,763 8,769,696
Parthenon Intestors, L.P, Feb 1999 15,000,000 11,207,607 0 11,207,607 3,792,393 13,739,668
Parthenon Investors I1, LP. Dec 2000 20,006,000 2,114,458 0 2,114,458 17,885,542 2,201,324
Providence Equity Partrers Dec 1996 10,000,000 4,834,326 0 4,584,326 5,115,674 2,958,794
Providence Equity Partners IIT L. Dec 1398 15,000,000 8,600,669 o 8,600,665 6,399,331 4,907,126
Providence Equity Partners IFLP  Sep 2000 25,000,000 3,196,000 0 319,000 21,804,000 3,240,652
SKM Equity Fund IT Dec 1996 10,000,000 7,784,244 o 7,784,244 2,215,756 7,222,799
THL Equity Fund IV Dec 1997 9,000,000 7,196,662 0 7,194,662 1,805,338 3,003,850
TPG Partners Apr 1997 10,000,000 8,193,080 0 8,193,060 1,806,940 5,312,8%
Trivemph Peréners I Fab 1998 15,006,000 9,467,520 ] 9,467,520 5,532,480 8,486,111
VS & A Communications Ptars IIT  Nov 1998 15,000,000 7,316,871 Q 7,316,871 7,683,12% 5,437,248
Wellspring Capital Partrers Sep 1958 15,000,000 6,703,439 0 6,703,435 8,295,561 6,266,784
Welsh, Carson,
Andersan & Stowe Oct 1995 15,000,000 12,064,326 9 12,064,326 2,635,674 13,450,950
Willis Szein Jun 1996 5,000,000 3,668,613 a 3,668,613 1,331,387 2,689,361
Real Estate Investrments Various 80,544,204 31,386,984 0 31,386,984 1] 22,520,475
Contingency Fund 500,000 500,000 ) 500,000 0 500,000

TOTALS: §642,363,507 $327,816,689 908,809 5328755498 5263642431 $285,961,171

Page 2
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ERSRI

&
MERSRI1 at August 31, 2002
LONG TERM SHORTTERM _.TOTAL

INTEREST SOLD $10,208,212 $10,208,212
SECURITIES LENDING 308,075 308,075
DIVIDENDS 4,782,063 4,782,063
INTEREST 15,087,195 50,637 15,137,832
MISCELLANFOUS (2,030,038) (2,030,038)
CAPITAL GAINS/LOSSES (70,244,773) (70,244,773}

GRAND

TOTAL: {$41,889,267) $50,637 ($41,838,630)

-1- 123.5/MOINFY
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Rhode Istand Employees Refirement System
ecurities Lending
_August, 2002

Average
INVESTMENT MANAGER Income Coliateral Balance

DOMESTIC EQUITY
Provident Investment Council 501 1,997,465
Columbia Partners 2,220 8,400,605
Wellington Mgmt. Co., LLP 3,001 12,127,058
Wasaich Advisors 12,855 22,840,305
NorthPointe Capital 2,77 10,415,926
JP Morgan Investment Management 1,289 4,096,675
MacKay Shields 5,486 16,296,105
Shenkman Capitat Management 1,083 3,472,468
SSgA Core 1.206 5.221.4%1

Total Domestic Equity $30,357 $34,868,059
INTERNATIONAL EQUITY
Bank of Irefand 25,895 62,049,776
Putnam investmenis 32,498 84,516,445

Total International Equity $58,393 $146,566,221
EIXED INCOME
Fleet Investment Advisors 27,856 159,066,459
Brown Brothers, Harriman 7,730 32,624,499
Taplin, Canida & Habacht 4,026 20,000,637

Total Fixed Income $39,612 $211,691,594
TOTAL SECURITIES LENDING INCOME $128,361 $443,125,874

Calendar Year 2002 YTD $ 4,754,994
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State of Rhode Istand and Providence Piantations

Offi

ice of the General Treasurer

Short Term Investments Portfolio by Fund

As of August 31, 2002

Principal
49801 GENERAL FUND 76,559,269
4902 GENERAL FUND ]
4904 PENSION C 4,009,006
4908 PAYROLL A 3,909,204
4920 CENERAL FUND (HIST PRES) 442,025
5200 R! UNDERGROUND STORAGE TNK 1,109,585
5400 HIGHWAY FUND 1,859,916
5500 UNIVERSITY COLLEGE 6,208,367
5800 PROV, RIVER RELOCATION 0
6920 AUTO EQUIPMENT SERVICE 0
8000 T.D.!. RESERVE (DET) 73,231,399
8300 PERMANENT SCHOOL FUND 652,662
8400 EMP RETIREMENT FUND i
8500 MUN EMP RETIREMENT FUND 0
8700 R.I. CLEAN WATER ACT 2,299,619
9000 BOND CAPITAL FUND 20,491,345
9400 R.l. HIGHER EDUCATION 0
9700 STATE LOTTERY FUND 24,282,677
9800 INDUS. BLDG. & MTG. INS. 3,200,764
8900 SINKING FUND 3,375,367
4911 TOBACCO SETTLEMENT FY04 36,601,051

Subtotal 268,492,257
8701 CLEAN WATER CCDL2000 A 2,622
8702 CLEAN WATER 1993 SER. A 35,122
8703 CLEAN WATER 1991 SERIES A 711,441
8704 CLEAN WATER 96 SERIES A 266,251
8706 CLEAN WATER CCDL 1994 (A) 177,183
8707 CAP DEV, OF 1997 SERIES A 158,186
8733 CAP DEV. OF 1997 SERIES A 102,410
8734 POLUTION CONTROL 96A 0
8737 RI POLLUT. CONT 94 SER. A 45,525
8738 POLUTION CONTROL 19988 5,689
8739 CCOLSA 1999A 419,226
8740 POLUTION CONTROL CCDL200A 3,000,342
§741 BOND 2001 1,278,086
9108 BOND SALE 1900 SER. ASB 1,072
9114 G.O. NOTE 1991 SER. B 8,028
9115 BOND'CCDL 1992 SERIES A 594
9116 BOND'CCDL 1993 SERIES A 1,461,421
9117 BOND CCDL 1994 SERIES A 1,205,118
9118 BOND.CCDL 1985 SER. A 5,333
9110 CCDL 858 4]
9120 BOND:CCBLOBA 1,947,739
9121 CAP DEV OF 1997 SERIES A 1,406,604
9122 1998 MULTIMODAL GEN OBUIG 0
9123 CCDL 19988 4,817,838
9124 CCDLISA 19994 14,222,606
§125 MMG099 1999 3,300,765
§126 BOND CAPITOL CCDL2000A 9,113,244
9127 MULTI-MODAL GEN OBL 2000 1,607,899
9128 BOND 2004 21,147,728

Subtotal Bond Proceed Actounts 67,349,182

Total Short Term Portfolio 335,841,438

Interest”
0

o]
1,282
415
336
1,633
0
1,595

11,487

Total Value @
Maturity

76,559,269
0

5,000,287
3,999,620
442,361
1,201,218
1,859,916
6,299,962
0

0
73,231,621
653,043

0

0
2,209,619
20,402,354
0
24,283,013
3,201,714
3,378,695

36,601,051

268,503,743

* General Fund {4001), TDI (8000), & ISTEA (5400) investments do not reflect Interest eamnings on Brinson Advisors & Drayfus
Interest Is posted on the 18t business day of the naxt month,

MM due to nature of Monay Market investments.



Date

8/01
8/02
/05
8/06
8/07
8/08
8/09
8/13
8/14
8/15
8/16
8/19
8/20
8/21
8/22
8/23
8/26
8/27
8/28
8/29
8/30

Money
Market

Total

Amount
Invested
{millions)

$23.79
$23.73
$23.30
$20.20
$17.75
$31.27
$43.19
$32.39
$30.30
$39.60
$19.20
$35.25
$51.89
$33.19
$3045
$20.35
$25.34
$28.53
$19.76
$17.65
$22.49

Amount
Invested

$589.62

57.35

646.97

Money
Market
Funds

$0.13
$11.20
$6.80
$0.00
$0.00
$13.30
$8.00
$8.50
$0.00
$0.00
$0.00
$0.00
$0.00
$0.00
$0.00
$0.00
$0.00
$0.00
$7.66
$1.76
$0.00

$57.35

Short Term Interest Rafe Performance

August 31, 2002
Woeighted 30 Day
Interest Treasury
Rate Rate
1.74 1.69
1.74 1.65
175 1.59
172 1.63
172 1.68
172 1.65
1.70 1.58
1.68 1.64
1.69 1.64
1.73 1.66
165 1.64
170 1.57
1.69 1.63
170 1.66
173 166
163 1.64
1.69 1.61
1.68 164
1.74 1.68
1.76 169
1.72 1.68
Weighted Average
Average 30 day
Rate Rate
171 1.64

Page 2

Basis
Point

Difference

5.21
8.52
15.50
8.99
4.41
6.89
12.04
414
4.52
6.83
1.42
1298
5.94
3.65
7.16
-0.61
7.59
4.03
6.02
6.61
3.51

Basis
Point
Difference

Date

8/01
8/02
8/05
8/06
8/07
8/08
8/09
8/13
8/14
8/15
8/16
8/19
8/20
8/21
8/22
8/23
8/26
8/27
8/28
8/29
$/30

Total Investment
___{millions}

$411.48
$328.89
$330.68
$342.08
$334.68
$341.40
$348.71
$363.70
$374.35
$383.41
$345.41
$340.86
$384.17
$390.76
$387.75
$386.78
$386.77
$386.18
$385.88
$385.68
$335.84

INTEREST



RHODE ISLAND STATE INVESTMENT COMMISSION
SHORT TERM INVESTMENTS

August 31, 2002

Daily Investment Balances

500

$(Millions)

300

200

100

Total I

Spread

/"A\v\\//\
e e ———— e

LU ez s e e BB B9 B3 M4 #NS 6NG BM9 B20 B21 %22 w23 826 sl2y | &@8 %29 BISO

I
May 01 - August 02 ‘
. Tp—
T 1 SO P PR S S S

1.00% -

Daily Investment - 30 Day Treasury Bill Rate

0.80% -

0.60%

0.40% - -

0.20%

0.00%

May 01 Jun Jut Aug Sep Oct Nov Dec Jan 02 Feb Mar Apr May Jun Jut Aug
Month
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5.00%

4.60%

3.00%

Interest Rate

2.00%

1.00%

7.00%

500% -

Enterest Rates

3.00%

1.00%

RHODE ISLAND STATE INVESTMENT COMMISSION
SHORT TERM INVESTMENTS

“Treasury Bill Yield Curve

Sep 01

- Aug 2002
Jul 2062
- Aug 2001

* Denctes weighted average monthly yieids on posifolic

,30, e s ...e_n.. ettt e o né'n' S R = e iemm 210 -
Days
‘Comparative Market Yields * |
September 01 - August 02 i
— RepoAgrmnts . Commercial Paper |
CD's Maney Market
....... Agencies Eura Time Deposit:
- ﬁ'_ e
Oct Nov Dec Jan 02 Feb Mar Apr May Jun Jut Aug
Maonth
sigfhoolkyintl
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RHODE ISLAND STATE INVESTMENT COMMISSION
SHORT TERM INVESTMENTS

160
Zz Maturities
146
Weigted Average Life
Aug OZ - 39,6 daye
1206 -
JUI02 - 5.4 days
100 - Aoc 01 - 7.8 days
o
g
H
80
60
N Fiscal 04
A - ! tobaceo funds
20 i
L 0. - 11 Lt g G L e e g Lt de L )
*Investments at August 31, 2002 20 25 30 35 40 45 50
Week ona includes $120.2 Million in money af pecific i Week

SUMMARY PORTFOLIO YIELDS

WEIGHTED

AVERAGE

YIELD(%)
August 31, 2002 1.8%
Juiy 31, 2002 1.8%
August 31, 2001 3.6%

Page 5



RHODE ISLAND STATE INVESTMENT COMMISSION

SHORT TERM CASH INVESTMENTS AT AUGUST 31, 2002

Portfolio By Instrument Portfolic by Issuer
Chage Securities . Fleet Bank
29, e 2%
GE Capital S
s _ / Dreus
Giti-Group p 7 oag%
7% .
F
State St Bank
2%
Citizens Bank__//
8%
v S
Brinson Advisors .
17% ) ~._ Daan Witter
Paine Webber 0 1%
39, : First Tennesses

13%

REPO = Repurchase Agreament
cP = Commercial Paper
cD = Certificate of Deposit
ETD = Euro Time Deposit
Agency = US Government Agancy
B R
GuildslinesTaialVengor] 28% 0%
Fleet Bank 5,991,338 o a o] 5,591,338
2% 0% Q% 0% 2%
Dreyfus o 0 0 74,153,306 c o] 74,153,308
0% 0% 0% 28% 3% 0% 20%
Zions Bank 1] 0 o] 0 [i] 1] ]
0% 0% 0% 0% 0% 0% 0%
Dsan Witter 6,395,956 0 24445714 4] 0 0 30,842,870
2% 0% 9% 0% 0% 0% 11%
Chase Securities & 7,000,000 0 1] 0 [i] 7,000,000
0% 3% 0% 0% 0% 0% 3%,
Paine Webber o i) 8,998,210 0 0 1+ §,998.210
0% 0% 3% 0% 0% Q% 3%
Ford Motor 0 [i] [} Q [{] [} [1]
8% 0% 0% 0% 0% 3% 0%
First Tannessee 0 0 36,031,757 33 0 0 36,031,757
0% 0% 13% 0% 0% 0% 13%
Brinson Advisors ] 0 0 45086224 V] o 46,08€,224
0% 0% 0% 17% 0% 0% 1%
Citizens Bank 0 20,282,425 0 0 o 0 20,282,425
0% 8% 0% 0% 0% 0% 8%
GE Capital 14,575,466 g 0 0 0 u] 14,575,466
5% % 0% 0% 0% 0% 5%
Sun Trust 0 2] 0 0 [i] j+3 0
0% 0% 0% 0% 0% 0% 0%
Citi-Group 18,730,672 0 ] 1] [i] ] 18,780,672
7% 0% 0% 0% 0% % 7%
State St Bank [v] 4] o a 6 5,750,190 5,750,190
0% 0% 0% 0% 0% 2% 2%
TOTALS 45743 430 27,282,425 69,476,681 120,238,530 0 5750190 258,492,257
(%) PORTFOLIO 7% 10% 26% 45% 0% 2% 100%
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