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ERSRI Memorandum

Date: October 5, 2016

To: Retirement Board

From:  Frank J. Karpinski, Executive Director
Subject: October 2016 Monthly Board Meeting

The Monthly Meeting of the Retirement Board will be held at 9 a.m. on
Thursday, October 13, 2016 on the 2™ Floor Board Room at 50 Service
Avenue, Warwick. The estimated time of the Board meeting will be 2
hours.

Parking is available in front of our building. Additional parking is
available in the parking lot as you pass through the gate which will open
using your identification. You can enter either by the back parking lot
entrance to come up the stairs to the 2™ floor or you can walk around to
the main entrance which is in the front of the building to enter.

If you are unable to attend the October meeting, please contact me at 462-
7610.

50 Service Avenue 2" Floor, Warwick, RI 02886-1021 (401) 462-7600 Fax: (401) 462-7691
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EMPLOYEES’ RETIREMENT SYSTEM OF RHODE ISLAND
RETIREMENT BOARD MONTHLY MEETING

Thursday, October 13, 2016
9:00 a.m.
2nd Floor Conference Room
50 Service Avenue, Warwick, RI

Chairperson Call to Order

*Approval of the Draft Meeting Minutes and Executive Session Minutes of
the September 14, 2016 Retirement Board Meeting*

Chairperson’s Report

¢ Pension Consulting Alliance (PCA) Asset Liability Study
Presentation

e Consideration of Funston Advisory Services Board Governance
Recommendations

Executive Director’s Report

¢ Presentation and Consideration of Fiscal Year 2018 Proposed
Budget

Administrative Decisions
None this month

Approval of the September Pensions as Presented by ERSRI

" Board members may seek to convene in Executive Session pursuant to Rhode
Island General Laws §42-46-5 (a) (2) in connection with discussion and
approval of the draft executive session minutes from the September 14, 2016
Retirement Board meeting, which reflect confidential communications and
discussion regarding consideration of a potential pension revocation action
against Scott D. Turner pursuant to R.I.G.L. §36-10.1-1, et seq. the Public
Employee Pension Revocation and Reduction Act (PEPRRA).




VII. Legal Counsel Report

Kevin Lang v. Employees’ Retirement System of Rhode Island; W.C.C.

No. 201504163; The Retirement Board of the Municipal Employees’
Retirement System of Rhode Island; C.A. No. PC2015-3380; Discussion of
pending litigation®

VIII. Committee Reports

Disability Subcommittee

IX. Adjournment

T Board members may seek to convene in Executive Session pursuant to Rhode
Island General Laws §42-46-5 (a) (2) to discuss pending litigation.




Disability Applications and Hearings on Friday, October 7, 2016

Wayne Cushman
Richard Delbonis
Donald Ditusa

Janet Durfee-Hidalgo
Todd Evans

David Benevides
Peter Kokolski
Cheryl Robinson-Roberts
Joseph Apice

Geriann Hart
Christopher Fee
Michelle St. Germaine

Beatriz Perez
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Employees’ Retirement Board of Rhode Island
Monthly Meeting Minutes
Wednesday, September 14, 2016
9:00 a.m.
2nd Floor Conference Room, 50 Service Avenue

The Monthly Meeting of the Retirement Board was called to order at 9:04 a.m.
Wednesday, September 14, 2016, in the 27d Floor Conference Room, 50 Service Avenue,
Warwick, RI.

Roll Call of Members

The following members were present at roll call: Treasurer Seth Magaziner; Vice Chair
William B. Finelli; Daniel L. Beardsley; Roger P. Boudreau; Michael DiBiase; Paul L.
Dion, PhD.; Thomas M. Lambert; John P. Maguire; Joanne A. Matisewski; Marianne F.
Monte; Thomas A. Mullaney; Claire M. Newell; Jean Rondeau and Dr. Laura
Shawhughes.

Also in attendance: Frank J. Karpinski, ERSRI Executive Director and Attorney Michael
P. Robinson, Board Counsel.

Recognizing a quorum, Treasurer Magaziner called the meeting to order.

Treasurer Magaziner asked that the Board consider a change in the agenda’s order to
accommodate the attorneys present for disability hearings. He asked that they switch
Item IV, Executive Director’s Report with Item V, Administrative Decisions.

On a motion by Roger P. Boudreau and seconded by Jean Rondeau, it was unanimously

VOTED: To switch agenda item IV Executive Director’s Report and Item V
Administrative Decisions.

Approval of Minutes

On a motion by William B. Finelli and seconded by John P. Maguire, it was unanimously

VOTED: To approve the draft regular session minutes of the July 13, 2016
meeting of the Retirement Board of the Employees’ Retirement System of
Rhode Island.

Chairperson’s Report

Quarterly Update on the Investment Portfolio as of June 30, 2016 by CIO
Tim Nguyen

Treasurer Magaziner apprised the Board that interim Chief Investment Officer Tim
Nguyen will provide the June 30, 2016 quarterly update on investments.

Mr. Nguyen said ERSRI achieved a mix performance for the fiscal year 2016,
outperforming its policy benchmark while protecting against steep investment losses
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during a challenging year for all investors. Mr. Nguyen said the SIC’s portfolio returned
-0.27%, outperforming the plan benchmark’s -0.36% and significantly outperforming
the equity markets which lost 4% in a year, but underperforming the 60/40 portfolio
(60% equity/40% fixed income) of 0.33%.

Mr. Nguyen said the backdrop entering FY2016 specifically in the 31 quarter of 2015
consisted of the following: US Oil prices fell to 6-year lows; Eurozone economic growth
slowed; US 10-year note closed below 2% and Russia began airstrikes in Syria. He said
all of these impacted the financial market both domestically and internationally.

Mr. Nguyen said also in the 4th quarter of 2015, the following were factors affecting the
backdrop entering FY2016: The IMF downgraded global economic outlook again; oil
prices dropped to 7 year lows; the Fed raising of interest rates sighting possible recovery
and lastly, it was the worst year for S & P and the Dow since 2008.

Mr. Nguyen said for the 15t quarter of 2016, oil prices dropped to 12-year lows; the Bank
of Japan (BOJ) introduced negative interest rates and the British pound sank to 7-year
lows due to impending Brexit fears.

Mr. Nguyen said an overall fiscal year’s performance looking over the 3-year and 5-year
horizons, the portfolio has outperformed the 60/40 allocation of 5.49% and 4.98%,
respectively.

Treasurer Magaziner asked CIO Nguyen what progress the SIC is making in the asset
liability study. Mr. Nguyen said from the July 13, 2016 joint meeting with the SIC,
taking the Board’s feedback, they have been working diligently with their consultant
Pension Consultant Alliance (PCA) to look at a new asset allocation. He said the SIC is
on the second run of outputs on the portfolio.

Mr. Dion asked for an explanation relating to the objective function and constraints
relating to the portfolio allocations. Mr. Nguyen mentioned one constraint is to
maximize the funding ratio recognizing that a funding ratio of less than 50% is not
acceptable. The second constraint relates to the issue of employer contribution, with the
goal being to avoid employer contributions rising to greater than 30% of payroll.

Treasurer Magaziner said there was a constraint in the model trying to reduce the
possibility of the fund going 50% or below from legislation passed in 2011 that requires
a funding improvement plan. The Treasurer said the model will also try to maximize an
80% funding level in time so the COLA will occur when projected. Thirdly, the
Treasurer said there is a constraint to minimize the chance of a sudden spike in
contribution rate of more than a few percent in one year. The Treasurer said the SIC is
studying these scenarios and hopes to have results by month end.

Treasurer Magaziner then introduced Messrs. Laurence E. Brown, Director, Investment
Product & Strategy and David Iden, Relationship Manager, Institutional Relationships
from TIAA-CREF Financial Services.

Mr. Iden started with a summary of data for all the plans, stating that total plan assets
were $516,133,015 as of June 30, 2016. He noted that 91% of assets are held in
Vanguard Lifecycle trusts. He then provided a breakdown of participants, noting that
the majority of participants (62%) are between mid-career and retirement age noting at
the bottom of the page there is a breakdown of the age and gender.

Mr. Dion asked Mr. Iden if the average age changes with the overall time period of the
plan. Mr. Iden said within the last two and half years, there has not been much change
but will look into it further going back to 5 years’ trend.
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Mr. Iden said the Defined Contribution Plan (DC Plan) which houses 99% of the assets
has a total plan assets amount of $514,246,161. He said all of the assets are in the
Vanguard Lifecycle Trust. Mr. Dion asked if the default fund trust of the Vanguard
Target Retirement 2010 Trust II is labeled incorrectly of its date (2010) which Mr. Iden
confirmed it is a misprint which he will correct.

Mr. Iden noted the breakdown of plan assets by investment option. He said there has
also been great success thus far this year in the outreach regarding the communication
and education highlights of 2016.

Mr. Dion asked Mr. Iden if TIAA could provide the Board a one-on-one session
simulation to allow the Board to ascertain what occurs and what tools are used.
Treasurer Magaziner said that this can be a worthwhile opportunity and if the Member
Services Committee is implemented as the Governance study suggests, it would be an
opportunity for them to review.

Mr. Iden provided the Board the breakdown of statistics of workshops historically with
individual sessions with financial consulting groups and with wealth management
groups of TIAA’s history of in-person interactions with plan participants.

Next Mr. Brown provided an investment summary. He referred to the net returns under
recent returns (YTD) as of end of July 2016 and how various investment options have
compared to their peers measured by Morningstar.

Mr. Brown said the fee arrangement for the Vanguard Target Retirement Trust is going
from 8 to 7 basis points. He then said the Vanguard Midcap Index met the $5 million
hurdle moving from 8 to 7 basis points. He also said the YT'D returns range from 1% in
the Stable Value down to 8.3% in the Van Midcap Index. He reminded the Board there
are 11 options offered to participants.

Mr. Brown said the returns are a bit higher on the Vanguard Small Cap Index fund and
in the emerging markets. He noted emerging markets have not done well in the past so
this spike in its rate of return is a positive mention.

In summary, Mr. Brown said returns are on line with the benchmark with TIAA offering
10 options noting they are conservative investments.

Treasurer Magaziner thanked Messrs. Nguyen, Iden and Brown for their presentations.

Administrative Decisions

Disability Appeal — Emile E. Ziadeh vs. ERSRI

Included in Board Members’ Books, under separate cover, were the findings of fact as
concluded by the Disability Subcommittee, transcripts from the appeal to the
subcommittee following reconsideration, medical and supporting information in the
matter of Emile E. Ziadeh vs. ERSRI. Attorney Robinson asked if consistent with
Regulation Number 9, Rules pertaining to the application to receive an Ordinary or
Accidental Disability Pension, there were any written briefs, legal memoranda, or
exceptions to the conclusions and recommendation of the Disability Subcommittee,
which must have been submitted to the Executive Director not later than 10 days prior
to the hearing. Director Karpinski apprised the Board there was and that such material
was included in the Board members’ books.
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Attorney Robinson noted for the record that Mr. Ziadeh was represented by legal
counsel, Attorney Frederick A. Marzilli. Attorney Robinson then said that pursuant to
ERSRI’s regulations, each party to the proceeding has the right to appear and to make
oral arguments before the Retirement Board. Consistent with the Board’s long standing
policy, he apprised Mr. Ziadeh that this is not an opportunity to present new factual
material or evidence to the Board, and that pursuant to ERSRI’s regulations and Rhode
Island case law, the Board owes deference to the Disability Subcommittee on factual
determinations and questions of credibility, and will not overturn those determinations
of fact or credibility unless such determinations are found to be clearly wrong. There
being a stenographer present, Attorney Robinson then provided a synopsis of the
matter.

At the conclusion of the presentations, a motion was made by Roger P. Boudreau and
seconded by Michael DiBiase to uphold the decision and recommendation of the
Disability Subcommittee denying the accidental disability application including the
rejection of the applicant’s request for additional IME’s, and to affirm and adopt the
Subcommittee’s findings of fact. The following voted Yea: General Treasurer Seth
Magaziner; Vice Chair William B. Finelli; Daniel L. Beardsley; Roger P. Boudreau;
Michael DiBiase; Paul L. Dion, PhD.; Thomas M. Lambert; John P. Maguire; Joanne A.
Matisewski; Marianne F. Monte; Thomas A. Mullaney; Claire M. Newell; Jean Rondeau
and Dr. Laura Shawhughes.

There being 14 votes cast, 14 voted in the affirmative. Consistent with Rhode Island
General Laws §36-8-6, Votes of the Board -- Record of Proceedings, there being a
majority vote of the members present and voting at which a quorum is present, it was:

VOTED: To uphold the decision and recommendation of the Disability
Subcommittee denying the accidental disability application including the
rejection of the applicant’s request for additional IME’s, and to affirm and
adopt the Subcommittee’s findings of fact in the matter of Emile E. Ziadeh
vs. ERSRI.

Disability Appeal — Michelle Desrosiers vs. ERSRI

Included in Board Members’ Books, under separate cover, were the Findings of Fact as
concluded by the Disability Subcommittee, transcripts from the appeal to the
subcommittee following reconsideration, medical and supporting information in the
matter of Michelle Desrosiers vs. ERSRI. Attorney Robinson asked if consistent with
Regulation Number 9, Rules pertaining to the application to receive an Ordinary or
Accidental Disability Pension, there were any written briefs, legal memoranda, or
exceptions to the conclusions and recommendation of the Disability Subcommittee,
which must have been submitted to the Executive Director not later than 10 days prior
to the hearing. Director Karpinski apprised the Board there was and that such material
was included in the Board members’ books.

Attorney Robinson noted for the record that Ms. Desrosiers was represented by legal
counsel, Attorney Stephen P. Maguire. Attorney Robinson then said that pursuant to
ERSRI’s regulations, each party to the proceeding has the right to appear and to make
oral arguments before the Retirement Board. Consistent with the Board’s long standing
policy, he apprised Ms. Desrosiers that this is not an opportunity to present new factual
material or evidence to the Board, and that pursuant to ERSRI’s regulations and Rhode
Island case law, the Board owes deference to the Disability Subcommittee on factual
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determinations and questions of credibility, and will not overturn those determinations
of fact or credibility unless such determinations are found to be clearly wrong. There
being a stenographer present, Attorney Robinson then provided a synopsis of the
matter.

At the conclusion of the presentations, a motion was made by Jean Rondeau and
seconded by Michael DiBiase to uphold the decision and recommendation of the
Disability Subcommittee denying the accidental disability application, and to affirm and
adopt the Subcommittee’s findings of fact and conclusions in the matter of Michelle
Desrosiers vs. ERSRI. The following voted Yea: General Treasurer Seth Magaziner;
Vice Chair William B. Finelli; Daniel L. Beardsley; Roger P. Boudreau; Michael DiBiase;
Paul L. Dion, PhD.; Thomas M. Lambert; John P. Maguire; Joanne A. Matisewski;
Marianne F. Monte; Thomas A. Mullaney; Claire M. Newell; Jean Rondeau and Dr.
Laura Shawhughes.

There being 14 votes cast, 14 voted in the affirmative. Consistent with Rhode Island
General Laws §36-8-6, Votes of the Board -- Record of Proceedings, there being a
majority vote of the members present and voting at which a quorum is present, it was:

VOTED: To uphold the decision and recommendation of the Disability
Subcommittee denying the accidental disability application, and to affirm
and adopt the Subcommittee’s findings of fact and conclusions in the
matter of Michelle Desrosiers vs. ERSRI.

Executive Director’s Report

Director Karpinski apprised the Board that they were in possession of the September
2016 Pension Application Report and the Disability Subcommittee Reports dated
August 4, 2016 and September 9, 2016.

¢ Consideration of Funston Advisory Services Board Governance
Recommendations

Director Karpinski then provided the Board with a presentation on the implementation
of Funston Advisory Services LLC (FAS) proposed Governance model for ERSRI.

Director Karpinski said the project purpose was to identify ways to improve the
effectiveness of the ERSRI Board and its Committees. FAS noted that the current
committees have very limited scope and mission, and recommended the Board consider
an alternative committee structure.

Director Karpinski said FAS provided some key considerations for improvements
indicating that with the current committee structure, the Board spends too much time
on disability appeals thus limiting available time for big-picture strategic issues. FAS
also recommended a stronger committee structure with committees diving deep on
operational issues, and the full board focusing on big picture strategy.

Director Karpinski discussed a Retirement System Enterprise Process Map (EPM),
provided by FAS, that gives the Board a map of high level responsibilities of the Board
(i.e., Govern the System; provide member services; provide employer services; provide
pension benefits and administer the System). The Director said the EPM helps the
Board be more of a policymaking body while the subcommittees work with more
detailed matters.
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Mr. Maguire stated that since the General Assembly ultimately controls the ERSRI
budget, there may be constraints on costs for additional staffing, technology etc. if
deemed appropriate by the Board staff as part of their analysis in the committees.

Treasurer Magaziner said that once the Board gets feedback from the committees and
staff as a more strategic planning process, they, as a Board, can make better strategic
decisions of what is to be requested to the legislature.

Director Karpinski said FAS recommended, as a key consideration for improvement,
that the full Board should no longer be directly involved in the disability appeals
process. This consideration would allow the Board more time to focus on big-picture
strategic issues. He said members still will be afforded the opportunity to be heard
twice by the subcommittee and an opportunity for a judicial appeal. He noted that over
the past 5 years, the full board has overturned subcommittee decisions less than 10% of
the time.

Mr. Beardsley asked if he could get an idea of how many disabilities are presented to the
subcommittee, and Treasurer Magaziner said of those 15 members presented monthly to
the subcommittee roughly one or two a month reach the Board in a given year. The
Treasurer also said a member has two opportunities with the subcommittee, then to the
full Board and then to Superior of Workers Compensation Court. The Director also said
removing full board appeals will help streamline the process for members and save the
system on legal and operational costs.

Mr. Beardsley added that there are too many tangents in adjudicating applications due
to various court decisions that are sometimes contrary to the subcommittee’s analysis.

Mr. Finelli affirmed that the Disability Subcommittee gives recommendations to the full
Board and feels that since the subcommittees have the ability to choose a “designee
appointee”, if the full Board appeal is removed, an aggrieved member may not have had
the opportunity to have “Board members” adjudicate their application. Director
Karpinski said that the designee appointee is only stated in an ERSRI regulation, not
statute, and the Board could revise that regulation should they consider removing the
full Board appeal.

Mr. Rondeau commended the subcommittee for their efforts and said as Board Counsel
Robinson noted previously, it owes deference to the disability subcommittee. He
believed it very rare that the Board overturns the recommendation of the subcommittee.

Mr. Boudreau agreed that focusing on the limited members aggrieved by the disability
subcommittee’s decision is time consuming. He felt the Board would be better served
concentrating on the other matters on a given monthly agenda. He also feels that
putting a heavy responsibility on the full Retirement Board does not make total sense
when there is still an opportunity to have the recommendation overturned or other legal
process as going to Superior Court.

Director Karpinski said some of the major implementation activities include committee
structure and charter revision or development. He said there is a recommendation to
review the disability process, an expanded Procurement and Audit Subcommittee to the
Administration/Audit/Risk/Compliance Subcommittee which includes Finance,
Organization and IT. Also he said there is a recommendation to combine the Rules and
Regulations, Legislative, and Board Education Subcommittees into the Governance
Subcommittee.  Finally, the creation of a new subcommittee Member Services
Subcommittee was recommended.
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Director Karpinski said another major implementation activity would be the Executive
Director goal-setting/evaluation and delegations as well as strategic planning and Board
and subcommittee calendars.

Director Karpinski provided some examples of the committee structures:

Disability Subcommittee -- will continue to meet monthly to consider disability
applications.

Administration Subcommittee — Review internal audit plans and procedures; review
operational risk plans; review financial plans, budget and staffing; review information
technology and cybersecurity plans.

Governance Subcommittee — Review and update Board policies and processes, as
appropriate, and obtain Board approval; conduct initial Board self-assessment; conduct
Executive Director’s succession planning; develop Board training agenda and program;
review legislative program and processes.

Member Services Subcommittee — Work with staff to develop and implement a strategic
plan for member communications, education and counseling

Treasurer Magaziner said the most challenging issues raised by members is the prospect
getting one-on-one counseling sessions. He also said getting support on the DB and DC
plans as well as 457 plans for State employees are items he would like to see in a one-
stop personalized meeting with a counselor to gather all a member’s portfolio at one
time.

Director Karpinski said the proposed implementation timeline would be October/
November where the Board adopts committee charters, in November the committee
assignments would be made and December/January the first committee meetings under
new governance structure would begin.

Treasurer Magaziner offered to hear the Board’s scheduling availability options for
Board meetings with FAS’s recommendations. He suggested the Board meet quarterly
to focus on strategic plans. The prior 2 months the Board would meet and split into
each subcommittee.

Mr. Dion asked if meeting quarterly is too much of a gap of time since pensions need to
be approved, for example. He suggested bi-monthly. Treasurer Magaziner said though
the Board approves pensions monthly, these pensions have already been processed. The
Treasurer said if there is a pension that is ambiguous, it can and will be reviewed.

Director Karpinski said the new model would have an annual meeting calendar of the
Board and Subcommittees that he would provide. The agendas for the subcommittee
meetings would be based on the Boards overall strategic goals and assigned tasks,
further detailed by the committee chairs.

Director Karpinski apprised the Board that these are leading practices and combined
with feedback from each of the Board members. Treasurer Magaziner stated that this
matter would be held until the next meeting for additional discussion and encouraged
Board members to send additional ideas to Director Karpinski.

Director Karpinski then updated the Board on the revised “Report of Contributions”
delinquency report distributed today. The Director noted that some of the teacher
numbers in the estimated column are based on the last payroll which would have been
in June, but he said during the summer teachers have little or no payroll so the
estimates are high. The Director also noted a small portion of employers are having
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VI.

VII.

some technical difficulty posting the payroll and ERSRI is working to ensure assistance.
The Director said the remaining outstanding employers (both MERS and ERS) will soon
be addressed starting next month using the normal collection of funds procedure if
payment of contributions is not received.

Mr. Maguire asked if the money that is taken out of a member’s paycheck for the TIAA
DC contribution is still being sent to TIAA. Director Karpinski said the monies for TIAA
must be deposited within 5 days and referred to the TIAA report provided in the
monthly Board book where no one is outstanding unless a specific matter is noted.

Mr. Dion asked if there is interest being incurred to employers if contributions are not
collected. Director Karpinski said there is no provision for the Board to do so.

Director Karpinski apprised the Board there is a breakdown of multiple employers for
an individual retiree working post-retirement employment. The Director also offered
the Board’s input if any changes are requested.

Mr. Dion asked if service credits can be noted on the New Retiree Report which Director
Karpinski said yes and noted that an adjustment has already been referred to the IT
vendor. The Director said he hopes to have it available for next month’s Board meeting.

Michael DiBiase left the meeting at 11:30
Approval of the July and August Pensions as Presented by ERSRI

On a motion by John P. Maguire and seconded by Roger P. Boudreau, it was
unanimously

VOTED: To approve the July and August pensions as presented.

Legal Counsel Report

Attorney Robinson updated the Board on the Kevin Lang vs. ERSRI matter, and noted
that it could be added to next month’s agenda for a more detailed discussion.

Attorney Robinson then suggested that a motion would be in order for the Board to
convene in Executive Session pursuant to Rhode Island General Laws section §42-46-5
(a) (2) to discuss the matter identified on the agenda involving a potential pension
revocation action against Scott D. Turner pursuant to RI.G.L. §36-10.1-1, et seq., the
Public Employee Pension Revocation and Reduction Act (PEPRRA), which involves
potential litigation involving the Retirement Board.

Paul L. Dion, made a motion to enter into executive session pursuant to Rhode Island
General Laws section §42-46-5 (a) (2) which was seconded by Roger P. Boudreau. A roll
call vote was taken to enter into Executive Session, and the following members were
present and voted Yea: Treasurer Seth Magaziner; William B. Finelli; Daniel L.
Beardsley; Roger P. Boudreau; Paul L. Dion; Thomas M. Lambert; John P. Maguire;
Joanne A. Matisewski; Marianne F. Monte; Thomas A. Mullaney; Claire M. Newell; Jean
Rondeau and Dr. Laura Shawhughes. It was unanimously

VOTED: To convene the Board in Executive Session pursuant to Rhode
Island General Laws section §42-46-5 (a) (2) to discuss the litigation matter
identified on the agenda.
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John P. Maguire recused himself from participating in the matter, and exited the Board
room.

[Executive Session]
The Board thereafter convened in executive session.
[Return to Open Session]

Upon returning to open session, Board Counsel Michael P. Robinson noted for the
record that one unanimous vote had been taken in Executive Session.

Mr. Maguire returned to the Board room.

On a motion made by Roger P. Boudreau and seconded by Paul L. Dion, it was
unanimously

VOTED: To exit executive session and return to open session.
VIII. Committee Reports

Disability Subcommittee:

The Disability Subcommittee recommended the following actions on disability
applications for approval by the full Board as a result of its meeting on Thursday, August

4, 2016:
Name Membership Type Action
Group
1. Manuel Loureiro, Jr. Teacher Accidental - Postpone
2. Domenica State Accidental Postponed to next meeting for
Champagne deliberation
3. Freda Lury State Accidental Postponed to next meeting for
deliberation
4. Rosendo Vicioso Teacher Accidental Postponed to next meeting for
deliberation
5. Michael Stevens Municipal Accidental Postponed to next meeting for
(66 2/3%) deliberation
6. John McCarthy State Ordinary  Approve
7. Russell Sackett Municipal Ordinary  Approve
8. Abel Perez State Ordinary  Approve
9. Paul Chirico State Ordinary  Approve
10. Darlene Beauchemin State Ordinary  Approve

On a motion by William B. Finelli and seconded by Roger P. Boudreau, it was
unanimously
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VOTED: To approve the recommendation of the Disability Subcommittee
meeting of Thursday, August 4, 2016 on items 1 and 4.

John P. Maguire recused himself from the vote on numbers 1 and 4.

On a motion by William B. Finelli and seconded by Roger P. Boudreau, it was

unanimously

VOTED: To approve the recommendation of the Disability Subcommittee
meeting of Thursday, August 4, 2016 on items 2, 3 and 8.

Claire M. Newell recused herself from the vote on numbers 2, 3 and 8.

On a motion by William B. Finelli and seconded by Roger P. Boudreau, it was

unanimously

VOTED: To approve the recommendation of the Disability Subcommittee
meeting of Thursday, August 4, 2016 on items 5, 6, 7, 9 and 10.

The Disability Subcommittee recommended the following actions on disability
applications for approval by the full Board as a result of its meeting on Friday,

September 9, 2016:
Name

1. Daniel Nuey

2. Domenica
Champagne

3. Freda Lury

4. Rosendo Vicioso

5. Michael Stevens

6. Manuel Loureiro,
Jr.

7. Joseph Macrae
8. Marianne Fougere

9. Thomas Henry

Membership

Group

Municipal

State

State

Teacher

Municipal

Teacher

Municipal
Teacher

Teacher

Type

Accidental

Accidental
Ordinary--
approved

Accidental

Accidental

Accidental

Accidental
—Deny

Accidental
Ordinary
Ordinary

Action

Request for continuance
granted. Ordinary -- postponed

The Board’s 4/13/16 decision to
deny member an accidental
disability pension was
reaffirmed.

The Board’s 4/3/16 Denial was
overturned; approved at 66
2/3%

Board’s 5/14/14 decision to deny
an accidental disability pension
was reaffirmed

Board’s 12/9/15 decision to deny
an accidental disability pension
was reaffirmed

Ordinary--Deny

Postpone
Approve
Approve
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IX.

10. Nicholas Narducci, State Ordinary Approve
Jr.

11. Allen Lopes State Ordinary Approve
12. Annie McFarland State Ordinary Approve
13. Renee Bailey Teacher Ordinary Approve

On a motion by William B. Finelli and seconded by Roger P. Boudreau, it was
unanimously

VOTED: To approve the recommendation of the Disability Subcommittee
meeting of Friday, September 9, 2016 on items 4, 6, 8, 9 and 13.
John P. Maguire recused himself from the vote on numbers 4, 6, 8, 9 and 13.

On a motion by William B. Finelli and seconded by Roger P. Boudreau, it was
unanimously

VOTED: To approve the recommendation of the Disability Subcommittee
meeting of Friday, September 9, 2016 on items 2, 3 and 12.

Claire M. Newell recused herself from the vote on numbers 2, 3 and 12.

On a motion by William B. Finelli and seconded by Roger P. Boudreau, it was
unanimously

VOTED: To approve the recommendation of the Disability Subcommittee
meeting of Friday, September 9, 2016 on items 1, 5, 7, 10 and 11.

Adjournment

There being no other business to come before the Board, on a motion by Paul L. Dion
and seconded by Roger P. Boudreau, the meeting adjourned at 12:00 p.m.

Respectfully submitted,

Frank J. Karpinski
Executive Director

September 14, 2016
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Retirees Working Under 36-10-36(6) Budget Commission for 2016 Calendar Year

ERS EE

Name Municipal Employer DAYS DAYS
Mathews, Joei D. Woonsocket
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EMPLOYEES' RETIREMENT SYSTEM OF THE STATE OF RHODE ISLAND
REPORT AS OF OCTOBER 2016

ON LITIGATED MATTERS FILED BY OR AGAINST ERSRI

I. MATTERS WITH PROCEDURAL OR SUBSTANTIVE CHANGES

Kevin Lang v. ERSRI; Workers’ Compensation Court; WCC No. 201504163
Retirement Board v. Lang; Providence Superior Court; PC No. 2015-3380

Change. Kevin Lang, a Cranston firefighter, appeals the denial of his application for an
accidental disability pension pursuant to R.I.G.L. §45-21.2-9. A pre-trial conference took place
on October 28, 2015, at which time the Court denied Mr. Lang’s petition for benefits. Mr. Lang
thereafter claimed a trial with regard to this decision. On September 9, 2016, the Court issued
a decree and decision overturning the Retirement Board, and awarding accidental
disability benefits to Mr. Lang, and a counsel fee to his attorney. The Retirement Board
has filed a notice of appeal.

Simultaneously, the Retirement System filed a declaratory judgment action in the Providence
County Superior Court, seeking a declaratory judgment that the Administrative Procedures Act
provides the sole avenue for relief for individuals aggrieved by adverse Retirement Board
decisions involving claims for accidental disability pensions predicated on an occupational
cancer disability. Mr. Lang has filed a motion to dismiss this action which remains pending.

Alfred Benjamin v. Seth Magaziner, et al.
Providence County Superior Court C.A. No.: PC 2016-4467

New action. Plaintiff is a disability retiree who brought this action against the Retirement
Board, the General Treasurer in his capacity as chair of the Board, the Executive Director,
and the State of Rhode Island, seeking, inter alia, damages, and a determination that the
Retirement System cannot make adjustments to his disability allowance based on earned
income. The parties have stipulated that no Answer or other response shall be required to
be filed until 30 days after Plaintiff’s counsel states in writing that an Answer or other
response is being requested.
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Emile E. Ziadeh v. Employees’ Retirement System of Rhode Island Board.
Providence Superior Court; C.A. No. PC 2016-4629
New action. Plaintiff, a former state employee, appeals the denial of his application for an

accidental disability pension. The parties are in the process of coordinating service of
process.

IL. MATTERS WITH NO PROCEDURAL OR SUBSTANTIVE CHANGES

Retirement Board v. Fred Randall
Providence County Superior Court C.A. No. PC15-0203

No Change. This is an action to revoke or reduce Mr. Randall's pension pursuant to the Public
Employee Pension Revocation and Reduction Act. Mr. Randall, a former employee of the
University of Rhode Island, pled nolo contendere to a charge of conversion by a state employee.
A hearing wherein Mr. Randall was required to appear and show cause why his pension benefits
should not be suspended pending adjudication of the merits of the action took place on March 2,
2014. The Court determined that cause was not shown by Mr. Randall, and ordered that his
pension benefits be immediately suspended pending adjudication of the action on the merits. A
hearing was conducted on July 7, 2016 at 2:00 PM, at which time Mr. Randall and his wife both
testified. The parties are in the process of submitting post-trial memoranda.

Robert L. Lincourt vs. Employees’ Retirement System of Rhode Island
Providence County Superior Court; C.A. No. PC2015-0602

No Change. Plaintiff, a North Providence firefighter, appeals the denial of his application for an
accidental disability pension. The System’s Answer and the Designation of Administrative
Record have been filed with the Court. Mr. Lincourt has filed a motion to remand the action to
the Retirement Board for the presentation of additional evidence. On July 18, 2016, Judge Taft-
Carter issued a decision denying Mr. Lincourt’s motion to remand.
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Damon Borrelli v. Employees’ Retirement System of Rhode Island (ERSRI).
Providence Superior Court; C.A. No. PC-2016-2817
No Change. Plaintiff, a South Kingstown Police Officer, appeals the denial of his application for

an accidental disability pension. ERSRI has filed an Answer to Mr. Borelli’s First Amended
Complaint, and the Designation of Record of Administrative Appeal with the court.

The Retirement Board of the Municipal Employees’ Retirement System of the State of
Rhode Island v. Coventry Fire District, By and Through Frank Palin, John D’Onofrio,
Brenda Rapose, and John Cook, in their Capacities as Board Members and Inhabitants of
the District, Robert Catalfamo, in his Capacity as Tax Assessor/Collector of the District,
and David Krekorian, in his Capacity as Treasurer of the District.

Kent County Superior Court; C.A. No. KC2015-1099
No Change. Plaintiff brings this action seeking to collect unpaid employer and employee

contributions to MERS. Defendant has not answered the case, but is seeking verification of the
amount of the indebtedness.

Margaret Provoyeur v. Employees’ Retirement System of the State of Rhode Island.
Providence Superior Court; C.A. No. PC 2015-2609

No Change. Plaintiff, a Providence school teacher, appeals the denial of her application for an
accidental disability pension. On August 24, 2016, Plaintiff filed a motion to remand the matter
to the Disability Subcommittee for the consideration of additional evidence. ERSRI has filed an
objection, and the matter is scheduled for a conference/hearing on October 28, 2016.

Jeanne Rossi v. Employees’ Retirement System of Rhode Island
Providence County Superior Court CA No. PC 09-2607

No Change. This action arises out of the denial by the Retirement System of Ms. Rossi’s
application for attorney’s fees pursuant to the Equal Access to Justice Act, related to the earlier
denial of her application for an accidental disability pension. The Designation of Record of
Administrative Appeal has been filed with the Court. The matter has been fully briefed and
assigned to Mr. Justice Rubine for decision.

Page 3 of 9



Jane Robinson v. Frank J. Karpinski in his capacity as Executive Director of the
Employees’ Retirement System of Rhode Island

Providence County Superior Court CA No. PC 09-7019

No Change. This action arises out of the denial by the Retirement System of Ms. Robinson’s
request to purchase service credit for time when she left teaching for maternity reasons. An
Answer was filed. The Designation of Record of Administrative Appeal was filed on April 14,
2010. This matter has been fully briefed and assigned to Ms. Justice Hurst for decision.

Sandra Tiernan v. Frank Caprio ef al.
Providence County Superior Court CA No. PC 09-7242

No Change. This declaratory judgment action arises out of the setoff of workers compensation
benefits from disability pension benefits. A Stipulation was filed on January 27, 2010 in the
administrative appeal prematurely filed with the Superior Court, postponing the filing of an
Answer and the Administrative Record pending the conclusion of the administrative
proceedings. The Retirement Board has affirmed the administrative actions taken by the
Executive Director, and the parties have entered into a briefing schedule with regard to the
superior court appeal.

Nancy Langlois v. Frank T. Caprio
Providence County Superior Court CA No. PC 10-0909

No Change. This action arises out of the denial by the Retirement Board of Ms. Langlois’s
application to receive service credit for the time she worked reduced hours after she returned
from maternity leave. An Answer and the Designation of the Administrative Record have been
filed. On April 26, 2012, Mr. Justice Procaccini remanded the case to the Retirement Board for
further proceedings. The matter was referred to the Hearing Officer for further consideration
consistent with the April 26, 2012 decision. On October 24, 2012, the Hearing

Officer issued a decision again affirming the administrative decision to deny Ms. Langlois’s
application to receive service credit. On December 12, 2012, the Retirement Board again voted
to deny Ms. Langlois’s request to obtain service credit. On January 21, 2013, Ms. Langlois filed
a First Amended Complaint. The Retirement System’s Answer and Amended Designation of
Record of Administrative Appeal were filed on January 25, 2013.
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Linda Acciardo v. Employee’s Retirement System of Rhode Island
Providence County Superior Court CA No. PC 10-2822

No Change. This action arises out of the denial by the Retirement Board of Ms. Acciardo’s
application for accidental disability retirement. Ms. Acciardo was a Chief Inspector for the R.1.
Department of Health. An Answer was filed on May 19, 2010. The Designation of Record of
Administrative Appeal was filed on June 17, 2010. On August 24, 2012, Mr. Justice Van
Couyghen remanded the matter to the Retirement Board for further proceedings. On July 9,
2014, the Retirement Board denied Ms. Acciardo’s application. On July 28, 2014, Ms. Acciardo
filed a second appeal to the Superior Court. The Retirement System’s Answer and Amended
Designation of Record of Administrative Appeal have been filed with the Court, and the matter
has been fully briefed.

Mary Zayat v. Employees’ Retirement System of Rhode Island
Providence County Superior Court CA No. 2012-0716

No Change. This Administrative Appeal arises from Mary Zayat’s claims that ERSRI
wrongfully denied her application for an accidental disability pension. Ms. Zayat was a
Probation and Parole Counselor with the Department of Corrections. The Retirement System’s
Answer was filed on February 22, 2012. The Designation of Record of Administrative Appeal
was filed on February 23, 2012.

Jennifer Leyden v. Employees’ Retirement System of Rhode Island
Providence County Superior Court CA No. 2012-1867

No Change. This Administrative Appeal arises from Jennifer Leyden’s claims that ERSRI
wrongfully denied her application for an accidental disability pension. Ms. Leyden was a teacher
for the Providence Public School System. The Retirement System’s Answer was filed on June 4,
2012. The Designation of Record of Administrative Appeal was filed on June 5,2012. The
matter was fully briefed and assigned to Mr. Justice Lanphear for decision. On June 5, 2013,
Judge Lanphear issued a decision remanding the matter to the Retirement Board for further
proceedings. On July 17, 2013, ERSRI filed a petition for issuance of a writ of certiorari with
the Rhode Island Supreme Court. On June 11, 2014, the Rhode Island Supreme Court issued an
order denying the petition for certiorari as a final judgment has not yet entered. Ms. Leyden filed
a motion with the Superior Court attempting to restrict the system’s ability to obtain an
additional independent medical examination. On October 17, 2014, the Superior Court denied
Ms. Leyden’s motion.
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Peter Ferraro v. Employees’ Retirement System of Rhode Island
Washington County Superior Court CA No. 12-0674
No Change. Plaintiff, a Westerly school teacher, appeals the denial of his application for an

ordinary disability pension. The Retirement System has filed an Answer and the Designation of
Record of Administrative Appeal with the Court. The matter has been fully briefed.

Bouchard v. Central Coventry Fire District
Kent County Superior Court; KB-2012-1150

No Change. On November 25, 2012, Judge Stern issued a decision holding that amendments to
the Fiscal Stability Act divested the Court of subject matter jurisdiction over state judicial
receiverships for fire districts, but further held that the court’s orders issued prior to amendment
of the act remained valid. The Court also held that it lacked jurisdiction to enforce the stay order
previously entered, which had prevented parties from proceeding directly against CCFD. The
Court held that it retained equitable jurisdiction over claims still pending, unrelated to
receivership laws. The parties are in discussion regarding payment of the outstanding
indebtedness.

John R. Grasso v. Gina M. Raimondo, et al.
Providence County Superior Court C.A. No.: PC 2013-3121

No Change. Plaintiff is a disability retiree who brought this action against the Retirement
System, the General Treasurer in her individual and official capacities, and the Executive
Director in his individual and official capacities, seeking damages, and a determination that the
Retirement System cannot require him to undergo an annual medical examination, or make
adjustments to his disability allowance based on earned income. Ina simultaneous
administrative proceeding, on September 10, 2014 the Retirement Board affirmed the Hearing
Officer’s decision upholding the administrative actions of the Executive Director. On October 8,
2014, Mr. Grasso appealed the Board’s decision to the Superior Court, and by agreement of the
parties the City of Cranston intervened in the action. On November 5, 2015, the Superior Court
issued a declaratory judgment that the System cannot require Mr. Grasso to undergo annual
medical examinations, or adjust his pension based on outside earnings. The System has filed a
Notice of Appeal, and a Petition for Issuance of a Writ of Certiorari with the Rhode Island
Supreme Court. The parties have each filed pre-briefing statements.
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Michael T. Brady v. Gina M. Raimondo, et al.
Providence County Superior Court C.A. No.: PC 2013-5592

No Change. Plaintiff is a disability retiree who brought this action against the Retirement
System, the General Treasurer in her individual and official capacities, and the Executive
Director in his individual and official capacities, seeking, infer alia, damages, and a
determination that the Retirement System cannot make adjustments to his disability allowance
based on earned income. The parties have stipulated that the Superior Court action will be held
in abeyance while Plaintiff pursues administrative remedies.

Albert DelMastro, Jr. v. Employee’s Retirement System of Rhode Island
Providence County Superior Court C.A. No. PC14-1850
No Change. Plaintiff, an electrician with the Community College of Rhode Island, appeals the

denial of his application for an accidental disability pension. The Retirement System has filed an
Answer and the Designation of Record of Administrative Appeal with the Court.

Retirement Board v. Rachel Arruda
Providence County Superior Court C.A. No. PC14-6174

No Change. This is an action to revoke or reduce Ms. Arruda’s pension pursuant to the Public
Employee Pension Revocation and Reduction Act. Ms. Arruda, a former employee of the City
of Woonsocket, pled nolo contendere to a felony charge related to conversion of funds in
connection with her municipal employment. At a hearing on January 29, 2015, Arruda stipulated
to the suspension of her pension pending adjudication of the action.

The Retirement Board of the Employees’ Retirement System of the State of Rhode Island
v. Gerard M. Martineau

Providence County Superior Court; C.A. No. PC 15-1268

No Change. This is an action to revoke or reduce Mr. Martineau's pension pursuant to the Public
Employee Pension Revocation and Reduction Act. Mr. Martineau, a former elected official of
the State of Rhode Island, pled nolo contendere to charges of Honest Services Mail Fraud in
connection with his public employment. Mr. Martineau was served with the Complaint on April
2,2015. Mr. Martineau has agreed to voluntarily relinquish any entitlement to a pension or other
benefit he might otherwise have been entitled to, and documents necessary to obtain court
approval of revocation of his pension have been sent to him for review.
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Benjamin Zanni v. Town of Johnston and ERSRI
Providence County Superior Court C.A. No. PC-2015-4245

No Change. Plaintiff brought suit against the Town of Johnston and ERSRI (as an “interested
party”), challenging the City’s decision to deny him medical benefits pursuant to ordinance,
based on his prior criminal conviction for conduct in connection with his public employment.
The matter was initially removed by the City to federal court, and was then remanded to the
superior court. ERSRI has filed an Answer to the Complaint.

Robert E. Falvey v. Seth Magaziner, et al.
Providence County Superior Court C.A. No.: PC 2016-0232

No Change. Plaintiff is a disability retiree who brought this action against the Retirement Board,
the General Treasurer in his capacity as chair of the Board, the Executive Director, and the State
of Rhode Island, seeking, inter alia, damages, and a determination that the Retirement System
cannot make adjustments to his disability allowance based on earned income. The parties have
stipulated that no Answer or other response shall be required to be filed until 30 days after
Plaintiff’s counsel states in writing that an Answer or other response is being requested.

Benita Fernandez v. Employee’s Retirement System of Rhode Island
Providence County Superior Court C.A. No. PC2015-5489
No Change. Plaintiff, a Social Caseworker II with DCYF, appeals the denial of her application

for an accidental disability pension. The Retirement System has filed an Answer and the
Designation of Record of Administrative Appeal with the Court.

Anne Marcaccio v. Central Falls Board of Trustees, and its Members, Anna Cano Morales,
Sonia Grace, Hugo Figueroa, Stephanie Gonzalez, Diosa Martinez, Ana Cecilia Rosado,
and Ronald Pitt, the North Smithfield School Committee, and its Members, Merredythe
Nadeau, Arthur Bassett, Michael Clifford, William J. O’Connell, Liane M. Jalette, James
J. Lombardi, ITI, and John E. Raymond and the Employees’ Retirement System of Rhode
Island, by and through the General Treasurer, Seth Magaziner.

Providence Superior Court; C.A. No. PC 16-1210

No Change. Plaintiff has brought this declaratory judgment action, with the stated intention of
obtaining records from her former employers for use in connection with administrative
proceedings at ERSRI related to the calculation of service credit, and her corresponding
eligibility for a service pension. ERSRI has filed an answer to the complaint.
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Employees’ Retirement System of Rhode Island v. Thomas McSoley, Marlene A. Palumbo,
and Michael E. McSoley.

Providence Superior Court; C.A. No. PC2016-1144

No Change. ERSRI brought suit to recover monies overpaid to a direct deposit account of
Thomas McSoley, following his death in 2011. The defendants are believed to be joint account
holders with the decedent. ERSRI effectuated service of process, and sought an injunction
preventing the defendants from accessing or withdrawing the funds. On March 18, 2006, the
parties entered into a Consent Order that restrains the defendants from accessing, withdrawing,
encumbering, or otherwise spending or disposing of the funds on account until further order of
the Court.
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State of Rhode Island and Providence Plantations
Office of the General Treasurer

Seth Magaziner
General Treasurer

RHODE ISLAND STATE INVESTMENT COMMISSION
MEETING NOTICE

The next meeting of the Rhode Island State Investment Commission has been scheduled for Wednesday, September 28th at
9:00 a.m. in Room 205 of the State House.

AGENDA
e Chairperson Call to Order
¢ Membership Roll Call
e Approval of Minutes
e  State Investment Commission Meeting held on August 1st*
e  State Investment Commission Meeting held on September 8"*

¢ TIAA Quarterly Performance Review

¢ Recommendation to the AEW Core Fund*
e David Glickman, Pension Consulting Alliance

*  Asset Liability Model Output and Asset Allocation Adoption*
e Pension Consulting Alliance

e ILegal Counsel Report
e Chief Investment Officer Report

e Treasurer’s General Comments

* Commission members may be asked to vote on this item.
** Commission members may elect to go into executive session pursuant to Rhode Island General Laws §42-46-5 (a) (7).

POSTED ON September 23, 2016

Anyone wishing to attend this meeting who may have special needs for access or services such as an interpreter, please contact Tiffany
Kaschel at (401) 462-7699 twenty-four hours in advance of the scheduled meeting.

50 Service Avenue — Warwick, Rhode Island 02886-1021 — (401) 462-7650 / Fax 4627695
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State Investment Commission
Monthly Meeting Minutes
August 1, 2016
9:00 a.m.
Brown University, 200 Dyer St. Providence

The Monthly Meeting of the State Investment Commission (SIC) was called to order at 9:05 a.m.,
Monday, August 1, 2016 at Brown University’s School of Professional Studies located at 200 Dyer St. in
Providence.

I. Roll Call of Members
The following members were present: Mr. Robert Benson, Mr. Michael Costello, Mr. Thomas Fay, Mr.
Karpinski, Ms. Marie Langlois, Ms. Sylvia Maxfield, Ms. Paula McNamara, Mr. Thomas Mullaney, Ms.
Marcia Reback, and Treasurer Seth Magaziner.

Also in attendance: Mr. John Burns and Mr. Allen Emkin of Pension Consulting Alliance (PCA), general
consultants; Ms. Sally Dowling of Adler Pollock & Sheehan P.C., legal counsel; Mr. Tim Nguyen, Chief
Investment Officer (interim); Mr. Patrick Marr, Chief of Staff; Ms. Kerri Baker, Cash Manager, and
members of the Treasurer’s staff.

Treasurer Magaziner called the meeting to order at 9:05 a.m.

II. Asset Liability Study Discussion
Treasurer Magaziner framed the discussion noting the purpose of the day’s meeting was to talk about risk
tolerance and set parameters around those targeted areas of risk, as well as make assumptions for asset
classes. The goal was to establish criteria to create a portfolio with the best expected return within an
acceptable level of risk.

Mr. Emkin and Mr. Burns then began to discuss risk preferences. Mr. Emkin explained what is currently in
place and has been done to date in order to provide context within the risk framework.. Additionally, using
historical returns can help in determining helpful correlations for future risk. Mr. Emkin noted that
contribution and liquidity are the most important considerations.

The board asked questions.

The model would take into the following constraints: a low probability of having the funding ratio drop
below 50%, a low probability of the employer contribution rate rising above 30% of payroll, and
maintaining sufficienty liquidity to meet obligations in a stressed environment.

Mr. Emkin transitioned to speaking about how to categorize asset classes and what role the different
strategies are supposed to play. He explained it will be important to define and categorize these classes in
order to make clear which role each will play, which will increase transparency and aid the public in
understanding the purpose each strategy is intended to play within the larger portfolio.

Mr. Emkin outlined the current portfolio structure, including its current target allocation, outlining the role
each asset plays. He then delved into the possible portfolio structure and framework models that could be
used going forward, detailing the strengths and weaknesses of each and spending a considerable amount of
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time going over a new type of asset category, the ‘Risk MitigationPortfolio’. Regardless of the structure
selected, Mr. Emkin cautioned that its development should be a phased process to account for the
implementation risk of such change.

The board asked questions.

Mr. Emkin said it is worth considering a functional class for crisis protection because ERSRI has a large
negative cash flow and the new class would offset economic growth risk and provide significant positive
returns and liquidity during a significant market downturn. PCA advised it mightbe prudent to explore an
allocation to alternative premia (also known as alternative beta), long-term treasuries , and systematic trend
strategies in the model as they would provide diversification benefits.

These strategies could be obtained in a cost effective manner and have monthly liquidity.
The board asked questions.

The board settled on testingmodels with and without the new functional class, and staff will examine
further pros and cons of its implementation based on model results.

Mr. Emkin presented capital market assumptions and asset class constraints to the board. He explained that
inflation and real return assets will be what gives expected return going forward. He then went into great
detail regarding the preliminary capital market assumptions and constraints as outlined by PCA.

The board asked questions.
The board directed PCA to alter several areas of the modeling constraints in order to coincide with its

goals. The selected constraints will be used to run the initial model and results will be presented at the
September 8" meeting.

III. Community Deposit Program Update

Ms. Baker presented information on People’s Credit Union, an institution that would like to participate in
the Community Deposit Program. The office has done its due diligence on People’s Credit Union and has
found that it meets the criteria set forth in the SIC investment policy, making it eligible for participation.

On a motion by Ms. Reback and seconded by Mr. Benson, it was unanimously
VOTED: to approve People’s Credit Union as an investment bank

IV. 529 Plan Audit Update: Agreed Upon Procedures

Mr. Marr spoke to the SIC in May 2016 regarding the retention of Marcum LLP for the FY 2016 financial
statement audit due to the transitions taking place between both RIHEAA to Treasury and Alliance
Bermnstein to Ascensus. At the time, Mr. Marr asked the board to approve entering a contract with Marcum
for an amount not to exceed $30,000. The SIC voted unanimously to do so at that time. Furthermore, Mr.
Marr explained that the Auditor General and the Treasury also find it prudent to perform an Agreed Upon
Procedures engagement with respect to the asset transition in addition to the financial audit statement
because all of the assets did not transfer in the same fiscal year. The Agreed Upon Procedures engagement
would evaluate specific items related to the cross-receipts of assets through July 8™ when the transition
was completed. It is best to do so at this time as it forms a stronger basis for next year’s financial
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statement audit since the termination of the contract with Alliance Bernstein would make it more difficult
to gather contacts and good information to properly execute certain audit activities in 2017.

On a motion by Mr. Mullaney and seconded by Ms. Reback, it was unanimously
VOTED: to approve contracting Marcum LLP for an Agreed Upon Procedures engagement not to
exceed $20,000.

V. Legal Counsel Report
Ms. Dowling informed the Board that a vote to approve the minutes had been inadvertently left out of the
agenda and asked that a motion to approve the minutes be taken.

On a motion by Mr. Costello and seconded by Ms. Reback, it was unanimously
VOTED: to approve the minutes of the June SIC meeting.

VI. Chief Investment Officer Report
Mr. Nguyen gave the performance report for June, noting BREXIT as the key influential factor on the
markets for the month. The overall portfolio saw a 0.17% increase for the month, just missing the
benchmark of 0.18% and beating the 60/40 benchmark, which decreased by0.36%. Some notable
performers on the month include North American Equities and Emerging Market Equities while
International Equities and Equity Hedge Fund program (not to be confused with the Real Return Hedge
Fund program, which posted a positive return on the month) underperformed.

Mr. Nguyen then explored the fiscal year numbers, saying it was a mixed year for plan performance as it
outperformed the policy benchmark while protecting against steep investment losses in a very challenging
year. Using the Sortino Ratio, which is a measure used to understand the downside protection of a
portfolio, the plan’s 5 and 10 year returns demonstrated great downside protection against the benchmark
and the 60/40. For example, the plan declined 0.27% down on the year while equity lost significantly more
for the year.

Illiquid strategies such as real estate and infrastructure, performed well, both having had strong returns.
Private equity also did well on the year.

Low oil prices affected energy MLPs, which has declined on the year. Emerging markets index funds were
also lackluster as they dropped more than 20% in the first two quarters of the year alone due to falling
commodity prices and social and political unrest.

Mr. Nguyen also issued an investment administration update: PIMCO experienced an executive change.
Although it is not likely to affect the portfolio, it is something to note.

VIL Treasurer’s General Comments
Treasurer Magaziner observed the plan beat out the benchmark for the year by about 10 basis points. He
credited this to the staff’s manager selection in private equity and real estate.
He stated he looks forward to seeing the model outputs in September and went on to thank the staff and
board for navigating a difficult environment over the past year.

Raised by Ms. McNamara, Treasurer Magaziner also addressed the fact that Mr. Nguyen is an interim
Chief Investment Officer and that there will be a search for a permanent CIO come September. He stated
there would be further discussion on that topic when the search begins.
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There being no other business to come before the Board, on a motion by Ms. Reback and seconded by Mr.
Fay the meeting adjourned at 3:38 p.m.

Respectfully submitted,

Seth Magaziner,
General Treasurer
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State Investment Commission
Monthly Meeting Minutes
September 8, 2016
9:00 a.m.

Room 205, State House

The Monthly Meeting of the State Investment Commission (SIC) was called to order at 9:04 a.m.,
Thursday September 8, 2016 in Room 205 of the State House.

I. Roll Call of Members
The following members were present: Mr. Michael Costello, Mr. Thomas Fay, Ms. Marie Langlois,
Ms. Sylvia Maxfield, Ms. Paula McNamara, Mr. Thomas Mullaney, Ms. Marcia Reback, and Treasurer
Seth Magaziner.
Mr. Frank Karpinski arrived at 9:06

Also in attendance: Mr. John Burns and Mr. Allen Emkin of Pension Consulting Alliance (PCA), general
consultants; Ms. Sally Dowling of Adler Pollock & Sheehan P.C., legal counsel; Mr. Tim Nguyen, Chief
Investment Officer (interim); and members of the Treasurer’s staff.

Treasurer Magaziner called the meeting to order at 9:04 a.m.

II. Approval of Minutes

On a motion by Mr. Fay and seconded by Ms. Maxfield it was unanimously
VOTED: to approve the draft of the minutes of the June 22“d, 2016 meeting of the State Investment
Commission.

III. Approval of Minutes

On a motion by Mr. Costello and seconded by Ms. Langlois, it was unanimously
VOTED: to approve the draft of the minutes of the July 13", 2016 meeting of the State Investment
Commission.

IV. Asset Liability Initial Model Review

Mr. Emkin began by stating the goal of today’s meeting was to get direction from the Board in order to
refine outputs from the portfolio optimization exercise, which would allow for a recommendation at the
September 28" meeting. He explained that a lot of work has already been conducted with PCA and
Treasury staff, developing numerous iterations to produce the initial models.

Mr. Emkin explained that the models took into consideration the various constraints which were set forth
by the Board at the August meeting. This includes optimizing the long-term funding ratio and minimizing
the risk of the portfolio falling beneath the 50% funding ratio in the next 5 years. Additionally, the model
was carried out with the hopes of minimizing the potential costs relating to payroll. Simultaneously, the
model took into consideration the Crisis Risk Offset (CRO), whose purpose is to offset economic growth
risk, to minimize performance drawdown, and to provide liquidity during a crisis.

Mr. Emkin highlighted that all versions of the model simulation produced improved results relative to the
current portfolio and 60/40.
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Mr. Emkin stated that the Board is primarily tasked at this meeting to determine the possible inclusion of
the new CRO class, as well as rebalancing the weight assigned to each asset class.

Mr. Emkin pointed out that the model supports a larger allocation to private equity and income class.
Conversely, the model supports a lower allocation to inflation protection class and fixed income. He went
on to outline how these areas, as well as the other strategic classes, performed under the constraints in the
various models.

The Board asked questions.

Mr. Burns then explained the components of CRO. The Board was presented with results from models
including and excluding the CRO. The CRO was found to have a positive role in the model portfolio. The
Board made adjustments to various asset class weights based on the models which included CROs. It was
determined that Treasury staff should aim to balance the US Equity and Non-US Equity asset classes and
to slightly increase the Inflation protection bucket. The Board also asked PCA to run the various scenarios
again with CRO, assuming an allocation between 8-12%.

As part of the CRO discussion, Mr. Burns presented on Alternative Risk Capture, a sub-component of
CRO. The Alternative Risk Capture attempts to capture alternative sources of returns and to enhance
portfolio performance. By design, it is market neutral. The Board requested to explore models with and
without this component when developing models with the CRO.

V. Legal Counsel Report

There was no legal counsel to report.

VI. Chief Investment Officer Report
Mr. Nguyen gave the performance report for July. This is the first month in Treasurer Magaziner’s term
that the portfolio posted positive returns across all disciplines. The portfolio saw an increase of 2.37% for
the month, marginally failing to meet its benchmark of 2.48% and the 60/40 benchmark of 2.84%. On the
calendar year, the portfolio increased 5.10%, exceeding the plan benchmark of 4.78% but underperforming
the 5.90% on the 60/40. He explained that riskier asset classes such as emerging markets and global
equities saw a rally, and MLPs and traditional fixed income also saw notable increases. These relative
returns were driven by favorable security selection.

Mr. Nguyen cited the bubble chart in the SIC materials, showing that for the last 5 years, the total plan has
lower portfolio volatility than the plan benchmark as well as the 60/40. During that same time frame, the
portfolio’s 6.34% return significantly outperformed the 60/40 benchmark of 5.64%: more return, less risk.

VII. Treasurer’s General Comments
Treasurer Magaziner noted the Asset/Liability Study is reaching its conclusion and recognized the hard
work of all parties involved in the process. When asked what the course of action would be if the models
returned on September 28" were not satisfactory to the Board, Treasurer Magaziner assured the group that
the Board would take as much time as necessary to develop a portfolio where all would be comfortable. He
also explained that any changes made to portfolio would be an incremental process to ensure a smooth
transition.

September 8, 2016




There being no other business to come before the Board, on a motion by Ms. Maxfield and seconded by
Ms. Reback the meeting adjourned at 11:59 a.m.

Respectfully submitted,

Seth Magaziner,
General Treasurer

September 8, 2016
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State of Rhode Island and Providence Plantations
Office of the General Treasurer

Seth Magaziner
General Treasurer
State Investment Commission

State of Rhode Island, State House
Providence, Rhode Isfand

September 22, 2016

This is to certify that the amounts so listed below belong to the credit of the Employees’ Retirement, Municipal
Employees’, State Police and Judicial Retirement Systems of the State of Rhode island at the close of business on
August 31, 2016.

Employees’ Retirement System of Rhode Island
Composite Reporting Investment Valuation

August 31, 2016
Grand Total 7,674,319,357
CASH EQUIVALENT* 192,944,907
EQUITY HEDGE FUNDS** 566,530,885
GLOBAL PUBLIC EQUTIY 3,418,955,112
CREDIT 398,731,071
INFLATION-LINKED BDS 262,173,175
PRIVATE EQUITY** 532,804,388
REAL ESTATE** 510,478,128
REAL RET HEDGE FUNDS** 496,127,336
INFRASTRUCTURE** 253,984,391
US TRADITIONAL FIXED 1,041,589,964

Grand Total 100.00% 7,674,319,357
STATE EMP RET PLAN 75.67% 5,807,073,959
MUNI EMP RET PLAN 17.94% 1,377,073,213
TEACHER'S SURVIVOR BENEFIT 3.80% 291,922,620
STATE POLICE RET PL 1.55% 119,107,645
JUDICIAL RET PLAN 0.81% 61,913,271
NON-CONTRIB JUD RET 0.01% 599,820
NON-CONT ST POL RET 0.22% 16,628,830

*  Cash & Short-Term Investments, as shown, also includes amounts available within specific active-manager mandates, and thus as

aggregated will not tie directly to separate cash allocations as reported elsewhere.

** Alternative Investments — comprising the five components as indicated ~ have varying degrees of liquidity and may not have readily

determinable market values. As such, they may be based on appraisals only.

Respectfully submitted,

1

J23

Kerri Baker
Cash Manager

50 Service Avenue — Warwick, Rhode Island 02886-1021 — (401) 4627650 / Fax 462-7695
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ERSRI Portfolio
% - as of August 31, 2016 Bubble-Size Scaled based on Current Allocations
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10 Years Ending August 31, 2016

Correlation
Ann Return
US Pub Non-US Eq HF PE Fi RE RR HF GILBS Cash Overlay
Eq Pub Eq
US PubEq ---
Non-USP — -
Eq HF - —— -
PE — — —— 1.00
Fl — — — -0.01 1.00
RE — — — 0.30 -0.17 1.00
RR HF - - — - - - -
GILBS - - - - - - - -
Cash e -— ——— 0.12 0.05 0.14 - — 1.00
Overlay - - - - - - -— — - -
Total —— — — 0.22 0.48 0.01 - - 0.03 —

Tot BM - - --- 0.156 0.46 -0.02 - - 0.03 -

Total

1.00
0.99
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Portfolio Summary
8/31/2016
All Portfolio Investments

Performance Summary

Number of Adjusted Muitiple
Asset Class investment Type C Contributi Distrib V i of Cost IRR TWR
Private Equity Funds
Agriculture 1 30,000,000 6,808,863 0 5,362,070 0.79 -21.40 -86.42
Buyout 75 1,240,235,524 1,150,231,458 1,478,052,916 284,052,709 1.53 13,03 13.10
Direct Lending 3 75,000,000 39,800,860 16,517,623 28,538,168 1.13 8.42 7.95
Distressed Debt 14 238,000,000 213,978,869 224,030,943 69,302,017 1.37 10.24 9.87
Energy 8 148,000,000 133,969,783 178,392,073 23,792,231 1.51 23.83 6.80
Fund of Funds 1 45,000,000 45,000,000 106,748,821 0 2.37 19.94 -100.00
Secondary 4 60,000,000 54,909,565 58,559,657 9,627,126 1.24 6.32 485
Venture Capital 22 281,250,000 248,642,962 207,450,811 113,475,514 1.29 516 1.98
Total: Private Equity Funds 128 2,117,485,524 1,803,342,360  2,260,752,844 534,149,835 1.48 13,36 10.81
Total: 128 2,117,485,524 1,893,342,360 2,269,752,844 534,149,835 1.48 13.36 10.81
Cash Flow and Valuation Summary Commitment by Vintage Year
2500M 400M
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oM , . oM 11LE .v
Commitment Contributions Distributions Valuation 2008 2012 2014 2018
Historical Cash Flows and Valuation Historical Performance
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Employees’ Retirement System of Rhode Island Private Equity Performance
6/30/2016

Cumulative Cash Flows (§) Cumuilative Performance”

Amount Committed

Current Partnerships Vintage {In $ unless Amount Drawn  Amount Distributed  Amount Unfund; faluation (§) Net IRR (%) ot Multiple of
Year , . investment
otherwise noted)

Advent International GPE Vil 2012 20,000,000 17,070,000 2,670,000 2,930,000 19,956,275 156.2 1.3
Alta BioPharma Partners lil 2003 15,000,000 14,250,000 20,297,956 760,000 465,595 58 15
Alta Partners Vil 2006 15,000,000 15,000,000 22,518,408 - 8,733,659 16.3 2.4
Aurora Equity Partners (11 2004 15,000,000 16,242,296 26,640,090 835,850 1,694,288 15.7 1.7
Avenue Special Situations Fund IV 2006 20,000,000 25,179,595 32,706,000 - 167,965 8.3 1.3
Avenue Special Situations Fund V 2007 20,000,000 20,329,267 26,322,021 - 155,110 106 1.3
Bain Capital Fund X 2008 25,000,000 24,300,000 20,784,576 762,500 13,012,976 75 14
Baring Asia Private Equity Fund Vi 2015 15,000,000 4,540,598 22,568 10,459,402 4,370,200 -5.3 1.0
Birch Hili Equity Pariners )il 2005 CAD 18,000,000 18,887,577 29,210,055 259,500 4,784,745 121 1.8
Carlyle Asia Partners IV 2014 30,000,000 16,704,798 565,712 14,902,324 14,389,013 -3.9 1.0
Castile Ventures IlI 2006 5,000,000 5,009,730 1,396,371 - 1,600,291 -10.4 0.6
Centerbridge Capita! Partners 2006 15,000,000 23,535,297 34,677,517 1,095,594 8,322,384 206 1.8
Centerbridge Capitai Partners |1 2018 25,000,000 6,656,949 263,547 18,606,598 7.013,139 12.3 i1
Centerbridge Special Credit Partners fl 2012 25,000,000 22,500,000 7,253,714 2,500,000 15,913,607 10 1.0
Charterhouse Capital Partners Vil 2006 € 15,000,000 18,183,957 17,390,855 628,404 18,364 -0.7 1.0
Coller International Partners 1V 2002 16,000,000 18,294,667 17,554,435 160,000 598,175 1.7 14
Cotler international Partners V 2006 15,000,000 12,520,679 14,140,282 3,270,000 3,693,692 85 14
CVC Eurcpean Equity Partners il 2001 20,000,000 23,158,043 59,661,716 899,966 534,033 a1 26
CVC European Equity Partners IV 2005 € 16,500,000 21,266,657 35,417,941 2,131,657 3,779,253 16.5 1.8
CVC European Equity Partners V 2008 € 20,000,000 28,689,148 28,271,379 1,030,900 14,413,682 126 15
CVC Capital Partners Vi 2014 € 15,000,000 6,622,932 338,759 10,622,700 6,175,853 -1.8 1.0
EnCap Energy Capital Fund IX 2013 18,000,000 14,351,620 2,892,000 4,991,745 14,232,915 13.9 12
EnCap Energy Capital Fund X 2015 25,000,000 5,326,516 - 19,673,484 4,837,696 -22.0 09
Fenway Partners Capital Fund () 1998 15,000,000 18,613,234 20,153,002 232,336 1,962,582 4.9 12
Fenway Partners Capital Fund ii! 2006 15,000,000 16,876,092 13,254,579 1,266,241 5,821,492 2.4 11
First Reserve Fund X 2004 20,000,000 19,999,998 36,485,800 - 80,287 31.0 18
First Reserve Fund XI 2006 20,000,000 22,125,680 13,820,741 - 2,083,148 -8.8 07
Focus Ventures il 2006 15,000,000 15,000,000 5,411,619 - 4,614,109 74 0.7
Garrison Opporiunity Fund [V 2014 30,000,000 156,562,346 (488,315) 14,382,700 16,145,362 0.8 1.0
Granite Global Ventures | 2004 15,000,000 14,333,510 15,007,914 675,000 7,260,487 5.9 16
Granite Global Ventures Iil 2006 15,000,000 14,625,503 21,339,969 375,000 11,129,280 15.9 22
Green Equity Investors V 2007 20,000,000 20,422,385 24,644,326 1,731,092 13,567,844 175 1.9
industry Ventures Partnership Holdings I} 2014 25,000,000 16,562,702 833,921 8,437,298 16,971,538 15.8 12
Industry Ventures Partnership Holdings ili C 2015 15,000,000 1,987,500 - 13,012,500 1,043,740 -3.5 1.0
Industry Ventures Partnership Holdings {V 2016 10,000,000 400,000 - 8,600,000 (11,986) -10.9 1.0
Kayne Anderson Energy Fund Il 2005 15,000,000 16,965,344 14,983,550 366,426 440,276 -1.9 1.0
Kayne Anderson Energy Fund IV 2007 15,000,000 16,605,519 16,345,850 - 1,483,763 25 114
Leapfrog Ventures i 2005 10,000,000 9,480,000 6,811,564 510,000 4,178,082 2.7 12
Leeds Equity Partners iV 2003 10,000,000 10,209,327 11,467,347 1,099,639 3,063,733 4.7 1.3
Lighthouse Capitai Partners V 2003 11,250,000 10,462,500 12,208,726 787,500 98,388 3.8 1.2
Lighthouse Capital Partners VI 2007 15,000,000 14,250,000 19,271,256 750,000 1,449,663 7.3 15
LNK Parners 2006 12,500,000 12,045,398 16,651,771 456,855 2,583,736 107 16
MHR Institutional Partners lii 2006 20,000,000 20,800,000 20,133,269 6,974,396 8,050,952 686 14
Nautic Partners V 2000 20,000,000 20,325,743 40,372,953 641,735 1,629,540 17.2 21
Nautic Partners Vi 2007 20,000,000 23,972,088 43,204,817 609,669 9,532,328 176 22
Nautic Partners Vil 2014 20,000,000 11,551,361 5,135,745 9,506,519 14,887,223 87.8 1.7
Nordic Capitai Fund V 2003 € 14,615,550 21,434,529 57,872,857 - 902,822 211 2.7
Nordic Capitaf Fund VI 2006 € 15,000,000 22,435,404 22,681,256 - 10,945,583 6.9 15
Nordic Capital Fund VII 2008 € 15,000,000 20,175,973 6,010,358 1,691,454 18,692,529 4.1 12
Nordic Capitat Fund Vil 2013 € 15,000,000 9,830,680 368,111 8,050,273 9,173,710 -1.8 1.0
Oaktree European Principaf Fund Il 2011 20,000,000 17,150,000 2,432,019 5,271,496 18,575,064 7.9 1.2
Paine & Pariners Capital Fund iV 2015 30,000,000 6,633,397 - 23,373,462 5,186,604 -26.3 0.8
Paladin Iil 2008 10,000,000 12,370,215 5,639,262 283,343 10,139,277 71 1.3
Parthenon Investors 1l 2001 23,860,000 23,409,381 37,045,489 1,821,022 631,237 12.3 1.6
Point 406 Ventures i 2006 10,000,000 10,271,265 4,123,844 580,000 13,860,886 11.0 1.8
Point Judith Venture Fund 1l 2006 5,000,000 5,991,513 2,085,239 255572 3,225,362 25 09
Providence Equity Pariners iV 2000 25,000,000 35,871,884 68,445,391 1,995,291 203,088 23.9 19
Providence Equity Partners V 2005 25,000,000 31,133,327 32,208,167 2,196,745 5,895,246 38 12
Providence Equity Partners VI 2007 25,000,000 28,657,449 24,789,809 1,837,853 13,684,440 64 1.3
Providence Equity Pariners Vii 2012 25,000,000 18,227,449 3,960,222 10,746,960 16,453,069 8.9 1.4
Riverside Capital Appreciation Fund Vi 2013 20,000,000 11,331,287 13,598 8,668,713 13,113,126 11.0 1.2
Riverside Micro-Cap Fund Il 2014 20,000,000 17,758,317 (4,719) 2,241,683 21,388,821 136 1.2
Sorenson Capital Partners I 2014 30,000,000 10,794,339 - 19,447 569 9,772,048 -9.4 0.9
Southvest Partners VI 2016 30,000,000 497,149 - 29,502,851 37,388 -825 0.1
Tenex Capitai Pariners il 2016 25,000,000 1,885,611 - 28,114,052 1,669,854 -10.6 09
TPG Partners [V 2003 15,000,000 16,672,684 28,927,322 64,421 2,618,764 15.8 20
TPG Partners V 2006 20,000,000 20,697,887 19,695,327 1,774,959 8,610,007 52 1.4
TPG Partners VI 2008 10,000,000 13,533,484 11,301,211 038,203 6,404,640 8.9 1.3
Tritantic Capital Partners 1V 2007 11,098,351 11,528,514 15,849,474 1,229,733 2,139,815 14.0 16
W Capital Partners 2004 15,000,000 14,197,500 10,229,777 802,500 088,340 -7.3 0.8
W Capital Partners il 2007 15,800,000 14,896,718 16,296,457 1,596,691 4,685,623 11.2 14
WLR Recovery Fund IV 2007 8,000,000 7,277,318 8,303,459 765,256 1,677,495 8.0 14
Other funds in aggregate™ various 120,000,000 112,035,382 95,443,499 13,633,231 54,349,254 10.¢ 1.4
Total $ 1,413,745,688 $ 1,231,605,013 § 1,232,643,725 § 320,508,861 § 532,742,580

*IRR refers to the fund's Internal Rate of Return, or the annualized compounded yield on an investment. This calculation is typically applied in private equity where there are multiple points at which capital is invested {capital
called) and at which it is distributed. A positive IRR means that the fund's current vaiue pius any cash distributions are greater than the cash value contributed and management fees peid. Typically a fund will have a negative IRR
during the first few years of its life, a period referred to as the "J-Curve”, because cash is invested upfront and it takes time to generate value. It is important to consider & fund's start date (vintage year) when assessing IRRs.
Multipte of investment Is another indicator of returns, and is caiculated by dividing the fund's cumulative distributions and current value, after fees, by the amount of capital paid in, Please note that performance calculations are
specific to the ERSRI investment, and were not prepared, reviewed or approved by the General Partners.

**Other funds in are the total i to and amounts drawn end distributed by funds whose confidentiality provisions do net permit the disclosure of their performance data. These funds inciude Braemar Energy
Ventures ili, Constellation Ventures Iif, Summit Partners Credit Fund, Summit Partners Credit Fund i1, Thomas, McNerney & Pariners, Thomas McNerney & Partners [} and Weltspring Capital Partners il).

Information in itafics is as of 3/31/2016
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PORTFOLIO SUMMARY

6/30/12016

All Portfolio Investments - Real Estate

Performance Summary
Number of Adjusted Muitiple of
Asset Class ) Type | C i Contributi Distr Cost IRR TWR
Real Estate Funds Core 8 405,000,000 433,732,187 242,810,890 396,430,061 1.5x 5.3% 5.5%
Non-Core 21 415,260,817 295,727,920 137,640,396 111,550,091 0.8x -4.6% 0.7%
Total: Real Estate Funds 29 820,260,817 729,460,107 380,451,286 507,980,152 1.2x 3.6% 4.6%
Total: 29 820,260,817 729,460,107 380,461,286 507,980,152 1.2x 3.6% 4.6%
Cash Flow and Valuation Summary Commitment by Vintage Year
1,000
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5 ow .
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400 2 90
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[¢ Contrib Distributions Valuation 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016
Historical Cash Flows and Valuation Historical Performance
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Employees’ Retirement System of Rhode island Real Estate Performance

Amount Committed

6/30/2016

Cumuiative Cash Flows (§}

Cumulative Performance*

Current Partnerships Vintage {in $ unless Amount Drawn Amount Distributed  Amount Unfunded Vatuation (§) Net IRR (%) Net Multipic of
Year N investment
otherwise noted)

AEW Core Property Trust open-end 60,000,000 60,000,000 10,480,447 - 89,661,874 12.7% 17
Crow Holdings Retail Fund 2015 24,000,600 11,861,234 - 12,138,766 11,086,797 n/a 1.0
Exeter industrial Vaiue Fund {il 2014 30,000,000 16,500,000 1,012,285 13,500,000 18,247,855 16.9% 12
GEM Realty Fund V 2013 50,000,000 23,809,133 4,385,000 26,190,867 25,802,455 14.9% 1.2
Heitman Ametica Real Estate Trust open-end 60,000,000 60,000,000 4,726,288 - 73,924,304 13.6% 1.2
IC Berkeley Partners |1i 2013 18,000,000 16,038,326 4,361,760 1,961,674 15,101,639 22.4% 1.2
JP Morgan Strategic Property Fund open-end 75,000,000 75,000,000 22,218,543 - 100,968,151 6.2% 1.5
JP Morgan Alternative Property Fund 20086 20,000,000 26,000,000 14,727,125 - 189,400 -4.6% 07
Lone Star Real Estate Fund IV 2018 24,260,817 6,723,540 - 17,637,277 6,763,500 0.5% 1.0
Magna Hoiel Fund Ili 2008 4,000,000 3,403,043 4,413,302 596,957 1,745,654 16.8% 18
Morgan Stanley Prime Property Fund open-end 35,000,000 35,000,000 18,186,006 - 58,763,133 71% 1.9
Prudential (PRISA) open-end 50,000,000 50,000,000 15,937,240 - 73,112,599 5.1% 16
TriCon Capital Fund V)i 2008 18,000,000 14,571,833 3,692,644 428,467 1,319,598 -19.8% 0.3
Waterion Fund XII 2014 35,000,000 23,644,184 1,772,825 11,355,816 27,460,971 26.0% 1.2
Total $ 500,260,817 $ 416,550,003 § 105,913,465 § 83,700,824 § 505,047,039

"IRR refers to the fund's internal Rate of Retum, or the annualized p yield on an i 4 . This is typically epplied in private real estate where there are multiple points at which capital is invested

{capital called) and &t which it is distributed. A positive IRR means that the fund's current vaiue pius any cash distributions are greater than the cash value contributed and management fees paid. Typically a fund will have a
negative IRR during the first few years of its life, a period referred to as the “J-Curve”, because cash is invested upfront and it takes time to generate value. 1t is important to consider a fund's star date {vintage year) when
assessing IRRs. Multiple of investment is another indicator of returns, and is calculated by dividing the fund's cumulative distributions and current value, after fees, by the amount of capital paid in. Please note that performance
calculations are specific to the ERSRI investment, and were not prepared, reviewed or approved by the General Partners.
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Portfolio Summary
6/30/2016
All Portfolio Investments — Infrastructure

Since
Adjusted Muitiple Inception 1-yr YD
Investment Commitment Contributions Dishibutions Valuation of Cost* {RR* IRR* IRR*
Harvest MLP Alpha Siralegy 185,000,000 185,000,000 0 171,210,851 0.93 -14.8 -17.2 14.2
IFM Global Infrastructure 50,000,000 50,000,000 770,923 53,491,936 1.09 73 7.3 4.6
ISQ Global infrastructure Fund 50,000,000 21,448,994 4,791,186 16,571,713 1.00 -0.8 23.5 270
Stonepeak Infrastructure Fund il 43,000,000 11,367.535 19,785 13,340,949 1.18 253 N/A 41.6
Total 328,000,000 267,816,529 5,581,894 254,615,449 0.97 -2.4 20.3 26.5
*Net of Fees and Expenses
Cash Flow and Valuation Summary Commitment by Vintage Year
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Employees’ Retirement System of Rhode istand Private Infrastructure Performance
6/30/2016

Amount Coramitied

Cumulative Ca

sh Fiows (§)

Cumulative Performance*

Current Partnerships Vintage (I § unless Amount Drawn  Amount Distributed  Amount Unfunded  Valustion (§) NotIRR (%) Vo' Multiple of
Year . Investment
otherwise noted)
{FM Global infrastructure, L.P. open-end 50,000,000 50,000,000 770,923 - 53,491,936 78 1.1
1SQ Giobal infrastructure Fund, L.P. 2015 50,000,000 16,657,808 3.621,126 33,342,192 16,671,713 n/a 1.2
Stonepeak Infrastructure Fund Il, L.P. 2016 43,000,000 11,367,535 19,785 31,632,465 13,340,949 nia 12
Total $ 143,000,000 78,025,343 § 4,311,834 § 64,074,657 $ 83,404,508

"IRR refers to the fund's intemal Rate of Return, or the annualized col

yield on an i

. This

is typically applied in private real estate where there are muitiple points at which capital is invested
(capital called) and ai which it is distributed. A positive IRR means that the fund's current value plus any cash distributions are greater than the cash value contributed and management fees paid. Typically a fund will have a

negative IRR during the first few years of its life, a period referred to as the “J-Curve”, because cash is invested upfront and it takes time to generate vaiue. It is important to consider a fund's stan date (viniage year) when

assessing IRRs. Multiple of investment Is another indicator of returns, and is calculated by dividing the fund's cumulative distributions and current value, after fees, by the amount of capital paid in. Please note that performance
caleulations are specific to the ERSRI investment, and were not prepared, reviewed or approved by the Genera! Pariners.
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Short-Term Investment Maturity Schedule & SIC Compliance Report at August 31, 2016

Maturity Schedule = Operating Cash

% Bond Proceeds

$800,000,000
$737,408,152

$700,000,000

$600,000,000

$500,000,000

$400,000,000

$300,000,000

$200,000,000

$100,000,000 $73,229,733

$0 A—- : . : T )
Under 30 Days 31-60 Days 61-90 Days 91-120 Days Over 120 Days

osip 0 0 0 0 0 0 0 308,609,831} 308,609,831
0% 0% 0% 0% 0% 0% 0% 42% 42%

Bank RI 0 15,257,351 0 15,088,881 0 0 0 0] 30,346,232
0% 2% 0% 2% 0% 0% 0% 0% 4%

Santander Bank [¢] 0 0 0 171,244,794 0 0 0] 171,244,794
0% 0% 0% 0% 23% 0% 0% 0% 23%

Citizens Bank 0 0 0 0 65,080,953 0 0 0] 65,080,953
0% 0% 0% 0% 9% 0% 0% 0% 9%

Webster Bank 0 0 0 0 4,873,577 0 0 O0f 4,873,577
0% 0% 0% 0% 1% 0% 0% 0% 1%

Customers Bank 0 0 0 0 83,961,938 0 0 0] 83,961,938
0% 0% 0% 0% 11% 0% 0% 0% 11%

Washington Trust 0 0 0 60,718,645 0 0 0 0] 60,718,645
0% 0% 0% 8% 0% 0% 0% 0% 8%

TD Bank 0 0 0 0 12,572,184 0 0 0] 12,572,184
0% 0% 0% 0% 2% 0% 0% 0% 2%

TOTALS - 15,257,351 - 75,807,525 337,733,445 - - 308,609,831 | 737,408,152

(%) PORTFOLIO 0.00% 2.07% 0.00% 10.28% 45.80% 0.00% 0.00% 41.85% 100.00%

Note: PIP + CD must be under 75%.
Note: Maximum participation by any one vendor limited to 35% of total portfolio.



Short Term Cash Monthly Performance
Performance for
August 01, 2016 to August 31, 2016

State of Rhode Island

Fund Name Beginning Balance Ending Balance Average Daily Balance Earnings Yield{Annual)
GENERAL FUND S 415,582,112.29 $ 440,832,611.39 $ 470,830,499.39 $ 273,167.23 0.5165%
H.AV.A S 29696 $ 29709 §$ 296.96 S 0.13 0.5154%
GENERAL FUND (HIST PRES) $ 540,441.44 S 540,441.44 S 540,441.44 S 245.92 0.5358%
HISTORIC TAX CREDITS S 2,918,607.50 $ 2,918,820.72 $ 2,918,607.50 $ 1,312.20 0.5294%
HIGHWAY FUND S 48,775,465.15 $ 44,275,465.15 S 43,436,755.47 $ 19,190.95 0.5202%
T.D.1. RESERVE (DET) S 92,579,532.95 $ 119,891,748.87 §$ 140,281,961.52 § 56,300.68 0.4085%
RICAP GL FUND 21 S 43,894,889.26 S 38,899,330.98 S 41,989,906.25 $ 14,213.53 0.3954%
BOND CAPITAL FUND $ 61,935.31 $ 61,951.44 S 61,935.31 § 24.01 0.4564%
R.l. CLEAN WATER ACT S 3,198,567.65 $ 3,198,940.65 $ 3,198,567.65 §$ 1,427.70 0.5255%
STATE LOTTERY FUND $ 49,133,473.77 $ 53,036,020.98 S 69,330,229.00 $ 39,770.89 0.5132%
ASSESSED FRINGE BEN ADM $ 1,614,725.51 § 415,07349 $ 1,124,402.93 $ 485.72 0.5086%
AUTO EQUIPMENT SERVICE S 1,252.43 S 1,252.96 § 1,252.43 $ 0.53 0.4983%
HEALTH INSURANCE FUND $ 17,629,348.56 $ 24,631,478.27 § 22,145,477.59 $ 9,918.49 0.5273%
FLEET REVOLVING LOAN FUND $ 3,762,955.84 $ 3,762,956.90 $ 3,762,955.84 $ 1,243.24 0.3890%
EMPLOYEES RETIREMENT $ 1,239,465.37 $ 9,465.37 ¢ 23,200,846.35 $ 9,825.24 0.4986%
MUNICIPAL EMPLOYEES RET. $ 384,839.85 $ 84,839.85 $ 4,313,872.11 $ 1,825.27 0.4982%
RETIREE HEALTH FUND s 240,734.50 $ 240,760.31 S 240,734.50 $ 107.62 0.5264%
BOG RETIREE FUND S 62,811.93 § 62,812.03 $ 62,811.93 $ 28.58 0.5357%
RIPTA HEALTH FUND $ 35,905.23 S 35,905.23 $ 35,905.23 $ 16.35 0.5362%
PERMANENT SCHOOL FUND $ 1,944,824.89 $ 1,944,825.19 $ 1,944,824.89 $ 884.97 0.5358%
TEACHER RETIREE HEALTH FUND S 579,190.41 $ 579,377.04 S 579,19041 $ 249.66 0.5075%
RI ST POL RETIREE HEALTH $ 123,794.00 $ 123,845.12 $ 123,794.00 $ 52.53 0.4996%
RI LEG RETIREE HEALTH $ 90,719.71 § 90,758.13 $ 90,719.71 $ 38.42 0.4986%
RIJUDICIAL RETIREE HEALTH $ 40,435.88 S 40,453.00 $ 40,435.88 S 17.43 0.5075%
UNIVERSITY COLLEGE $ 12,209.88 $ 12,210.92 $ 12,209.88 §$ 5.48 0.5284%
INDUS. BLDG. & MTG. INS. S 1,716,508.31 $ 1,716,508.33 $ 1,716,508.31 $ 781.08 0.5358%
Operating Funds Totals $ 686,165,044.58 S 737,408,150.85 § 831,985,142.48 S 347,195.48 0.491%
CCDL 2004 SERIES A $ 35,019.20 $ 35,004.30 $ 35,012.47 $ 15.92 0.5354%
BOND CCDL 2006 SERIES C $ 874,186.11 S 873,814.04 S 874,018.08 $ 397.62 0.5356%
GO BND-NTAX 2007 SERIES A $ 389,753.44 S 389,587.55 $ 389,678.52 $ 177.28 0.5357%
CCDL10B BOND CAPITAL COMPONENT S 950,404.51 § 950,000.00 $ 950,221.83 $ 432.30 0.5357%
CcbL1oC $ 159,958.74 $ 159,958.74 § 159,958.74 $ 72.79 0.5358%
CCDL2011A S 6,617,944.57 S 6,615,127.86 $ 6,616,672.51 §$ 3,010.15 0.5356%
CCDL20128 S 6,295,209.40 $ 6,292,530.05 S 6,293,999.37 § 2,863.35 0.5356%
GO CCDL 2013A s 5,219,224.77 $ 5,217,003.38 $ 5,218,221.56 S 2,373.93 0.5356%
GO CCDL 20138 $ 6,252,661.24 S 6,250,000.00 S 6,251,456.39 $ 2,844.00 0.5356%
GO CCDL 2014A S 3,360,941.05 $ 3,359,510.58 $ 3,360,295.03 §$ 1,528.72 0.5357%
GO CCDL 20148 $ 40,681.58 S 40,664.27 $ 40,673.76 $ 18.50 0.5355%
GO CCDL 2016A S 34,474,393.43 § 34,448,669.38 S 34,456,719.71 $ 15,675.51 0.5356%
GO CCDL 20168 $ 6,730,642.78 S 6,725,312.40 $ 6,726,884.19 $ 3,060.28 0.5356%
CLEAN WATER 2004 SERIES A $ 175,545.93 $ 146,728.71 § 150,478.40 $ 68.47 0.5357%
CCDL99A 1999A $ 206,657.35 $ 206,569.39 S 206,617.63 S 93.99 0.5356%
CLEAN WATER 2007 SERIES A $ 283,372.67 $ 283,252.06 $ 283,318.20 $ 128.89 0.5356%
CCDL2011A CLEAN WATER COMPONENT $ 1,236,526.29 $ 1,236,000.00 $ 1,236,288.61 S 562.44 0.5357%
Bond Proceeds Fund Totals S 73,303,123.06 $ 73,229,732.71 § 73,250,518.00 $ 33,324.14 0.536%
Grand Totals $ 759,468,167.64 $ 810,637,883.56 § 905,235,660.48 $ 380,519.62 0.497%




State of Rhode Island
Office of the General Treasurer
Short Term Investments

Issuer Credit Rating

August 31, 2016

Issuer Ratings S-T Debt Rating L-T Debt Rating Credit Qutlook
Type of Month End %
issuer Instrument* Portfolio Moody's Moody's S&P Moody's S&P S&P
lBank Ri 34 4.1% N/R N/A N/A N/A N/A N/A
Santander Bank 3.4 23.2% Baa2 P-1 A-2 A2 BBB+ Stable
{Bank of America 0.0% Baat P-2 A-2 Baa1 BBB+ Stable
JP Morgan Chase 0.0% A3 P-2 A-2 A3 A- Stable
Fidelity 0.0% N/R N/A N/A N/A N/A NIA
{State Street Bank & Trust Company 0.0% Aa3 P-1 A1+ Aat AA- Stable
RBS Citizens 3.4 8.8% Baal P2 A-2 At A- Stable
Webster Bank 34 0.7% Baa1l P A-2 Al B8BB+ Positive
Ocean State Investment Pool 6 41.9% N/R N/A N/A N/A N/A N/A
Washington Trust 37 8.2% N/R NIA NIA NIA N/A N/A
TD Bank 3 1.7% Aal P-1 A-1+ Aat AA- Negative
Customers Bank 4 11.4% N/R N/A N/A N/A N/A N/A
Washington
Trust TD Bank
Customers Bank B8.23%
11.39% .,
\ osip
\ 41.85%
Webster Bank
0.66% 3
Citizens Bank _____
8.83%
/
Santander Bank -/ 4.12%
23.22%
REPO = Repurchase Agreement 1
CP = Commercial Paper 2"
CD = Certificate of Deposit 3
CoD = Collateralized Deposit 4*
AG = US Government Agency Note 5"
MM = Government Money Market 6*
GID = Government insured Deposit 7

Moody's Short-Term Debt Ratings:

P-1 - Prime-1 have a superior ability for repayment of sr. S-T debt obligations
P-2 - Prime-1 have a strong ability for repayment of st. S-T debt obligations

P-3 - Prime-1 have an ble ability for repay t of sr. S-T debt obligations
NP - Not Prime

Moody's Issuer Rating Symbols:

Aaa - Offer exceptional financial security (high-grade}
[Aa - Offer excellent financial security (high-grade)
A - Offer good financial security

Baa - Offer adequate financial security

Ba - Offer questionable financial security

B - Offer poor financial security

(Caa - Offer very poor financial security

[Ca - Offer extremely poor financial security

C - Lowest rated class, usually in default

{Moody's Long-Term Debt Ratings:

Aaa - Best Quality

[Aa - High Quality

A - Posess many favorable investment attributes
Baa - Medium-grade obligations

lBa - Posess speculative elements
B - Generally lack ch istics of desil ir

Caa - Poor standing

Ca - Speculative in a high degree

C - Lowest rated class of bonds

Modifiers:

1 - Higher end of letter rating category
2 - Mid-range of letter rating category
|3 - Lower end of letter rating category

Ratings Definitions

S&P Short -Term Credit Ratings:
A-1 - Highest rated, strong capacity to meet obligations

A-2- S hat more ptible to ad effects of ch in fi ial conditions; satisf:
A-3 - Exhibits adequate protection parameters
B - Significant lath h faces major ongoing uncertainties

€ - Vulnerable to non-payment

D - Payment default

Modifiers:

+ or - show relative standing within the category.

S&P Outlook Definitions:

Positive - A rating may be raised
Negative - A rating may be lowered
Stable - A rating is not likely to change
Developing - May be raised or lowered
NM - Not meaningful

S&P Long-Term Debt Ratings:

AAA - Highest rating, extremely strong

AA - Differs slightly from highest rating, very strong

A - More susceptible to adverse effects of change in economic condition, strong
BBB - Exhibits adequate protection parameters
BB, B, - Have signifi peculati h

CCC, CC, C - C highest degree

D - Payment default

Modifiers:

+ or - show relative standing within the category.

BB least speculati
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