UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
PHILADELPHIA REGIONAL OFFICE
MELLON INDEPENDENCE CENTER
701 MARKET STREET
SUITE 2000
PHILADELPHIA, PENNSYLVANIA 19106-1532

Mark R. Zehner

Regional Municipal Securities Counsel
(215) 597-3100
zehnerm@sec.gov

May 8, 2009

VIA FEDEX

Frank J. Karpinski, Executive Director
Employees Retirement System of Rhode Island
40 Fountain St., 1* Floor

Providence, RI 02903

Re: Certain Public Pension Fund Activities (MP-01603)

Dear Mr. Karpinski: -

The staff of the Division of Enforcement of the Securities and Exchange Commission
(“Commission”) is conducting a confidential informal inquiry in the above-referenced matter. In
connection with this inquiry, the staff requests that you voluntarily provide the documents and/or
information requested in the attachment to Annette Zambrano at the address set forth above by
May 20, 2009.

This inquiry is confidential, and should not be construed as an indication by the
Commission or its staff that any violation of law has occurred, or as an adverse reflection upon
any person, entity or security, The enclosed Commission Form 1662 includes a list of routine
uses of information provided to the Cominission, and also includes other important information.
The staff also requests that you not destroy or alter, or cause to be destroyed or altered, any
documents requested in the attachment, or that in any way relate to the documents requested in

the attachment.

The staff appreciates your assistance with this inquiry. If you have any questions
concerning these requests, please contact me at the above address or call me at (215) 597-3100.

Regional Municipal Securities Counsel

Enclosures:  Attachment
SEC Form 1662



Attachment

A. Background Information
L Identify each statewide pension or retirement fund within the state of Rhode
Island.

a. Provide name and address information for the primary points of contact

for each fund identified.

b. Provide the most recent number of employees covered by each pension
fund identified.
o Provide the most recent amount of assets figure for each pension fund
identified.
2. Are there departments or entities within the State government with oversight and

decision-making responsibilities for any of the pension funds identified in Question A.1
above?

a. Provide name and address information for the primary points of contact
for each government department or entity identified.

3. Has the State or any of the pension funds indentified in Question A.1 above
employed or retained within the last three years any non-state employees, contractors,
consultants, placement agents, managers or advisors to serve in paid or unpaid advisory
capacities in connection with the management, administration or investment decision-
making of any of the State’s pension funds?

a. Provide name and address information for the primary points of contact
for each non-state employee, contractor, consultant, placement agent,
manager or advisor identified, together with a brief description of the
services they provide.

4. Identify each State investment board, advisory council, department or other
similar State entity with the authority to set investment policy, retain consultants,
advisors or other intermediaries or oversee investment decision-making with respect to
amounts held in any of the pension funds identified in Question A.1 above.

5. Identify any and all private actuaries and accountants employed or retained by the
State or any of the pension funds identified in Question A.] above in connection with the
management, administration or investment decision-making of the State’s pension funds.

a. Provide name and address information for the primary points of contact
for each actuary and accountant identified.

6. Have any of the State’s pension funds identified in Question A.1 above been the
subject of any state attorney general, inspector general or similar external review, audit or



government investigation during the past three (3) years? If so, please describe the
circumstances and the results of such review, audit or investigation,

a. Provide name and address information for the primary points of contact
for each attorney general, inspector general, externai auditor or
government investigator identified.

B. Disclosure of Unfunded or Underfunded Liabilities

I. Identify each department or entity within State government that has oversight and
disclosure responsibilities for disclosure documents prepared in connection with
the State’s general obligation bonds or similar State-supported bond issues
(“Official Statements™),

a. Provide name and address information for the primary points of contact
for each government department or entity identified.

2. During the past five (5) years, have any of the State’s pension funds identified in
Question A.1 above changed their actuarial asset valuation methods, namely, have
any of the pension funds changed from smoothed value to market value (or vice
versa) or from smoothed value to book value (or vice versa)?

3. If the answer to Question B.2 is yes:
a. Provide an explanation for the change(s) and the effects of the change(s).
b. Describe how the change was disclosed in Official Statements or other

required continuing disclosure reports.

4, During the past five (5) years, have any of the pension funds identified in
Question A.l above changed their actuarial methods and assumptions, including, but not
limited to, the actuarial cost method, the amortization method, or the method of
determining the actuarial value of plan assets?

5. If the answer to Question B.4 is yes:
a. Provide an explanation for the change(s) and the effects of the change(s).
b. Describe how the change was disclosed in Official Statements or other

required continuing disclosure reports.
6. During the past five (5) years, have any of the pension funds identified in
Question A.]1 above created a separate asset account to separately account for investment
earnings in excess of a stipulated benchmark?

7, If the answer to Question B.6 is yes:

a. Describe why the separate asset account was created.

2



8.

A1 above:

9.

10.

1.

12,

Describe how the separate asset account was created.

Describe how the funds in the asset account have been used, including the
date that was used to determine the investment earnings.

Describe how the creation of the separate asset account and its use was
disclosed in Official Statements or other required continuing disclosure
reports.

Please identify whether Official Statements in the past five (5) years have
included the following information relating to the pension funds identified in Question

Funded ratio (including trends);

Information related to unfunded actuarial accrued liability (UAAL)
(including trends); ‘

ARC-related information (including trends);

Measures related to annual pension cost (APC);

Measures invelving information about contributions, including, but not
limited to, comparisons of contribution amounts by employers and
employees, trends in contributions, and trends in the percentage of the
ARC contributed;

Net Pension Obligation (NPO);

Information reported by the pension plan, including trends in system
assets and liabilities, investment return, and investment policies.

Please identify whether the Official Statements in the past five (5) years have
included the following market value information relating to the pension funds identified
in Question A.1 above:

ao o

Funded ratio (including trends);

Assets (including trends);

Liabilities (including {rends); and

Ratio of Actuarial Value of Assets (AVA) to Market Value of Assets
(MVA) (including trends).

If the State has changed its Official Statements in the last five (5) years to include
or exclude any of the itfems in Question B.9, provide an explanation as to why they were
excluded or included.

If the State has changed its Official Statements in the last five (5) years to include
or exclude any of items in Question B.8, provide an explanation as to why they were
excluded or included.

In the past five (5) years, has the State taken a “Pension Holiday™ or otherwise not
made contributions to pension funds?



13.  Ifthe answer to Question B.12 is yes:
a. Provide an explanation as to why contributions were not made.

b. Describe how the failure to make contributions was disclosed in the
Official Statements and other required disclosure statements.

14.  Did the State consider what effect(s) the failure to make contributions would have
on future pension obligations? '

15.  If the answer to Question B.14 is yes:
a. Describe what the effects were.

b. Describe how those effects were disclosed in Official Statements or other
required disclosure statements.

16.  In the past five (5) years, has the State adopted a “phase-in plan” or other method
which resulted in the State making less than the Annual Required Contribution (as
determined by the actuary) for a set number of years?

17.  If the answer to Question B.16 is yes:
a. Provide an explanation as to why the plan or method was adopted.
b. Did the State adhere to the plan or method?

¢. Describe how the plan or method was disclosed in Official Statements or
other required continuing disclosure reports.

d. Did the State consider what effect(s) the phase-in plan or method would
have on future pension obligations?

i If the answer is yes, what were the effects and were those effects
disclosed in Official Statements or other required continuing
disclosure reports?

18.  Isthe State or any of the pension funds identified in Question A.1 above aware of
the Securities and Exchange Commission’s Order Instituting Cease-And-Desist
Proceedings, Making Findings, and Imposing a Cease-And-Desist Order Pursuaht to
Section 8A of the Securities Act of 1933 and Section 21C of the Securities Exchange Act
of 1934 in the Matter of City of San Diego, California (Securities Act Rel. No. 8751
(Nov. 14, 2006))?

19.  If the answer to Question B.18 is yes, state whether and to what extent the State or
any of the pension funds identified in Question A.] above has taken any action, made any
changes in its policies or procedures, or made any other changes in response to this
Order.



20,  Does the State or any of the pension funds identified in Question A.1 above
provide training to employees responsible for creating and/or updating disclosures
regarding pension funds in Official Statements or other required continuing disclosure
reports?

21.  If the answer to Question B.20 is yes:
a. When did the State or pension fund institute the training?

b. Describe the nature of the {raining and the employees required to
participate in the training.

22.  Has the State analyzed its ability to fund future pension obligations over the next
10 or more years?

23. 1f the answer to Question 22 is yes:
a. Describe the results of that analysis.

b. Describe how those results were disclosed in Official Statements or other
required continuing disclosure reports.

C. Disclosure of Investment Risks

1. During the last 5 years, have any of the pension funds identified in Question A.1
above or government entities identified in Questions A.2, A.4 above discussed with an
investment adviser any investment product, program or strategy for which the level of
risk associated with that investment product, program, or strategy may have been
inadequately disclosed?

2. If the answer to Question C.1 is yes, identify for each incident the investment
adviser, investment product program or strategy, and the time period, and describe both
the disclosure provided and the relevant risk.

3. During the last 5 years, have any of the pension funds identified in Question A.1
above or government entities identified in Questions A.2 or A.4 above experienced any
unexpected liquidity, credit, market or other risk by virtue of an investment product,
program or strategy suggested or recommended by an investment adviser that may have
been inadequately disclosed at the time you made the investment?

4. If the answer to Question C.3 is yes, identify for each incident the relevant
investment product, program or strategy, the relevant investment adviser, and the
disclosures provided at the time of the investment, and describe the unexpected risk.

5. During the last 5 years, have any of the pension funds identified in Question A.1
above or government entities identified in Question A.4 above invested in a bond fund,



hedge fund, private equity fund, cash collateral pool or similar investment vehicle where
the actual investments were different than the stated investment objectives?

6. If the answer to Question C.5 is yes, identify for each incident the relevant bond
fund, hedge fund, private equity fund, cash collateral pool or similar investment vehicle,
the date and amount of your investment(s), and the stated investment objectives, and
describe why the actual investments differed from those investment objectives.

D. Payments and Conflicts of Interest

1. State whether any of the pension funds identified in Question A.1 above or
government entities identified in Questions A.2 or A.4 above have rules, regulations and
policies and procedures regarding payments in connection with solicitations or responses
to requests for proposals to provide services in connection with State pension funds.

2. Has any person in g position to exert influence over (a) any investment or
management decision of a State pension fund or (b) the decision to hire or retain an
investment adviser, investment company or money managet, ever directly or indirectly
solicited a payment of any kind from a person seeking to obtain business from or provide
services to the pension fund?

3. If the answer to Question D.2 is yes:

a. [dentify each person who made any such solicitation and the position he or
she held at the time of the solicitation.

b. State whether each person making such a solicitation was registered with
the Securities and Exchange Commission (“SEC”) or a state regulatory
authority. If the answer is yes, identify the agency with which the person
was registered.

c. Identify each person to whom any such solicitation was made and the
position he or she held at that time.

d. State whether each recipient of such a solicitation was registered with the
SEC or a state regulatory authority. If the answer is yes, identify the
agency with which the person was registered.

e. Detail each term of the solicitation.

f. [dentify the business obtained because of a favorable response to the
solicitation.

g. Identify the business denied because of an unfavorable response to the
solicitation.



4. In connection with the investment or management of any amounts held in any
pension fund identified in Question A.1 above, has any person ever directly or indirectly
paid a finders’ or placement fee or other valuable consideration?

3. If the answer to Question D.3 is yes:

a. Identify each person who made such a payment and the position he or she
held at the time of the payment.

b. State whether each person making such a payment was registered with the
SEC or a state regulatory authority. If the answer is yes, identify the
agency with which each person was registered.

& Identify each person who was the recipient of such a payment and the
position he or she held at the time of payment.

d. State whether each recipient of such a payment was registered with the
SEC or a state regulatory authority. If the answer is yes, identify the
agency with which each person was registered.

g Detail the nature and amount of each such payment.

£ Detail the services performed in exchange for each such payment.
g. State whether or not the payments were disclosed.

h. State to whom the payments were disclosed.

i, State the frequency with which such payments and/or other consideration
were paid to a given person.

6. Has any person in any firm, which was paid either directly or indirectly a finders
or placement fee or other consideration in connection with the investment or management
of any amounts held in any pension fund identified in Question A.1 above, ever directly
or indirectly contributed to the election campaign of any State official who could exert
influence over the 1nvestment decisions of the pension fund or to any political action
committee (“PAC™) associated with said official? |

7. If the answer to Questioﬁ D.6 is yes, for each such contribution:

a. Identify each person making such a contribution and the position he or she
held at the time of the contribution.

b. State whether each person making such a contribution was registered with
the SEC or a state regulatory authority. If the answer is yes, identify the
agency with which each person was registered.

g, Identify the person or PAC to whom each contribution was made.
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d. Identify the date of each contribution.

e. Identify the amount of each contribution.
f. Identify the means employed to make each contribution.
8. Has anyone in any firm in which pension funds were invested or, which was

charged with the management of pension funds, ever directly or indirectly contributed fo
the election campaign of an official who could exert influence over the investment
decisions of the pension fund or to any PAC associated with said official?

9, If the answer to Question D.8 is yes, for each such contribution:

a. Identify each person making such a contribution and the position the
person held at the time the contribution was made.

b. State whether each person making such a contribution was registered with
the SEC or a state regulatory authority. If the answer is yes, identify the
agency with which each person was registered.

G Identify the person or PAC to whom each contribution was made.
d. Identify the date of each contribution.

g Identify the amount of each contribution,

£ Identify the means employed to make each contribution.

10.  Have any of the pension funds identified in Question A.1 above or any of the
government entities identified in Questions A.2 or A.4 above ever entered into or is it
aware of any quid pro quo arrangements with any person in exchange for the investment
or management of pension funds?

11.  If the answer to Question D.10 is yes,

a. Identify each party to each quid pro quo arrangement and the position
each party held at the time the arrangement was entered into and during
the life of the arrangement.

b. State whether each party to each quid pro quo arrangement was registered
with the SEC or a state regulatory authority. If the answer is yes, identify
the agency with which each person was registered.

C. Detail each term of each guid pro quo arrangement.

12. Do any of the pension funds identified in Question A.1 above or any of the
government entities identified in Questions A.2 or A.4 above have a conflicts of
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interest policy that governs actual or potential conflicts of interest between State
decision-makers having responsibility for the management, administration and
investment decision-making activities of State pension funds, on one hand, and
the investment advisors, investment managers and consultants who provide or
seek to provide services to or on behalf of such funds or the entities that oversee
them, on the other?

a. If so, please describe such policies,

13. Do any of the pension funds identified in Question A.1 above or any of the
government entities identified in Questions A.2 or A.4 above maintain records of
payments, gifts, contributions, in-kind exchanges or other direct or indirect
consideration received by persons having management, administration or investment
decision-making responsibilities for or in connection with the pension funds identified in
Question A.1 above? |

a. If so, please describe the associated reporting and record-keeping policies
and procedures.

E. Internal Controls to Ensure Compliance with Federal Securities Laws
1. Do any of the pension funds identified in Question A.1 above or any of the

government entities identified in Questions A.2, A4 or B.1 above have policies and
procedures to ensure compliance with the federal securities laws?

2. If the answer to Question E.1 is yes, please produce a copy of such policies and
procedures.
3. Do aﬁy of the pension funds identified in Question A.1 above or any of the

government entities identified in Questions A.2, A.4 or B.1 above provide federal
securities law training to its employees responsible for its pension funds?

4, If the answer to Question E.3 is yes, please describe such training.
g Do any of the pension funds identified in Question A.1 above or any of the

government entities identified in Questions A.2, A4 or B.1 above have a compliance
officer who is responsible for ensuring compliance with the federal securities laws?

6. if the answer to Question E.5 is yes, please describe the compliance officer's
duties.
s Do any of the pension funds identified in Question A.1 above or any of the

government entities identified in Questions A.2, A.4 or B.1 above have policies and
procedures to prevent the misuse of material nonpublic information in connection with
the purchase or sale of securities?

8. If the answer to Question E.7 is yes, please produce a copy of such policies and
procedures. '
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9, Do any of the pension funds identified in Question A.1 above or any of the
government entities identified in Questions A.2, A 4 or B.1 above provide training to its
employees to prevent the misuse of material nonpublic information in connection with
the purchase or sale of securities?

10.  Ifthe answer to Question E.9 is yes, please describe such training.

11.  Are any of the pension funds identified in Question A.1 above or any of the
government entities identified in Questions A.2, A.4 or B.1 above aware of the Securities
and Exchange Commission’s Report of Investigation Pursuant to Section 21(a) of the

Securities Exchange Act of 1934: The Retirement Systems of Alabama, Securities
Exchange Act Rel. No. 57446 (March 6, 2008)?

12. If the answer to Question E.11 is yes, state whether and to what extent any of the
pension funds identified in Question A.1 above or any of the government entities
identified in Questions A.2, A.4 or B.1 above have taken any action, made any changes in
its policies or procedures, or made any other changes in response to this Report.
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SECURITIESAND EXCHANGE COMMISSION
Washington, D.C. 20549

Suppiemental Information for Persons Requested to Supply
Information Voluntarily or Directed to Supply Information
Pursuant to a Commission Subpoena

False Statements and Documents

Section 1001 of Title 18 of the United States Code provides as follows:

Whoever, in any matter within the jurisdiction of any department or agency of the United States knowingly and
willfully falsifies, conceals or covers up by any trick, scheme, or device a material fact, or makes any false,
fictitious or fraudulent statements or representations, or makes or uses any false writing or document knowing
the same to contain any false, fictitious or fraudulent statement or entry, shall be fined under this title or
imprisoned not more than five years, or both.

Testimony
If your testimony is taken, you should be aware of the following:

1. Record. Your testimony will be transcribed by a reporter. If you desire 1o go off the record, please indicate this to the
Commission employee taking your testimony, who will determine whether to grant your request. The reporier will not go off
the record at your, or your counsel's, direction. ‘

2. Counsel. You have the right to be accompanied, represented and advised by counsel of your choice. Your counsel may
advise you before, during and after your testimony; question you briefly at the conclusion of your testimony to clarify any of
the answers you give during testimony; and make summary notes during your testimony solely for your use. If you are
accompanied by counsel, you may consult privately. ‘

ifyouare notaccompanied by counsel, please advise the Commission employee taking yourtestimony whenever during your
testimony you desire to be accompanied, represented and advised by counsel. Your testimony will be adjourned to afford
you the opportunity to arrange to do so.

You may be represented by counse! who also represents other persons involved in the Commission’s investigation. This
multiple representation, however, presents a potential conflict of interest if one client’s interests are or may be adverse to
another's. If you are represented by counsel who also represents other persons involved in the investigation, the Commission
will assume that you and counsel have discussed and resolved all issues concerning possible conflicts of interest. The choice
of counsel, and the responsibility for that choice, is yours.

3. Transcript Availability. Rule 6 of the Commission’s Rules Relating to Investigations, 17 CFR 203.6, states:

A person who has submitted documentary evidence or testimony in a formal invastigative proceeding shall be
entitled, upon written request, to procure a copy of his documentary evidence or a transcript of his testimony on
payment of the appropriate fees: Provided, however, That in a nonpublic formal investigative proceeding the
Commission may for good cause deny such request. Inany event, any witness, upon proper identification, shall have
the right to inspect the official transcript of the witness’ own testimony.

Ifyou wish to purchase a copy of the transcript of your testimony, the reporter will provide you with a copy of the appropriate
form. Persons requested to supply information voluntarily will be allowed the rights provided by this rule.

4. Perjury. Section 1621 of Title 18 of the United States Code provides as follows:

Whoever . . . having taken an oath before a competent tribunal, officer, or person, in any case in which a taw of the
United States authorizes an oath to be administered, that he will testify, declare, depose, or certify truly ... willfuliy
and contrary 1o such oath states or subscribes any material matter which he does not believe to be true... is guilty
of perjury and shall, except as otherwise expressly provided by law, be fined under this title or imprisoned notmore
than five years or both . , . .

SEC 1662 (5-04)



5. Fifth Amendment and Voluntary Testimony. information you give may be used against you in any federal, state, local or
foreign administrative, civil or criminal proceeding brought by the Commission or any other agency.

You may refuse, in accordance with the rights guaranteed to you by the Fifth Amendment to the Constitution of the United
States, to give any information that may tend to incriminate you or subject you to fine, penalty or forfeiture.

Ifyourtestimony is not pursuant to subpoena, your appearance fotestify is voluntary, you need notanswer any question, and
you may leave whenever you wish. Your cooperation is, however, appreciated.

6. Formaf Order Availability. if the Commission has issued a formal order of investigation, it will be shown to you during your
testimony, at your request. If you desire a copy of the formal order, please make your request in writing.

Submissions and Settlements
Rule 5(c) of the Commission’s Rules on Informal and Other Procedures, 17 CFR 202.5(c), states:

Persons who become involved in . . . investigations may, on their own initiative, submit a written statement to the
Commission setting forth their interests and position in regard to the subject matter of the investigation. Upon
request, the staff, inits discretion, may advise such persons of the general nature of the investigation, including the
indicated violations as they pertain to them, and the amount of time that may be available for preparing and
submitting a statement prior o the presentation of astaff recommendation to the Commission forthe commencement
of an administrative or injunction proceeding. Submissions by interested persons should be forwarded to the
appropriate Division Director, Regional Director, or District Administrator with a copy to the staff members
conducting the investigation and should be clearly referenced {0 the specific investigation to which they relate. In
the event a recommendation for the commencement of an enforcement proceeding is presented by the staff, any
submissions by interested persons will be forwarded to the Commission in conjunction with the staff memorandum.

The staff of the Commission routinely seeks to introduce submissions made pursuant to Rule 5(c) as evidence in Commission
enforcernent proceedings, when the staff deems appropriate.

Rule 5(f) of the Commission's Rules on Informal and Other Procedures, 17 CFR 202.5(f), stales:

in the course of the Commission’s investigations, civil lawsuits, and administrative proceedings, the staff, with
appropriate authorization, may discuss with persons involved the disposition of such matters by consent, by
settlement, or insome other manner. it is the policy of the Commission, however, that the disposition of any such
matter may not, expressly orimpliedly, extend to any criminal charges that have been, or may be, brought against
any such person or any recommendation with respect thereto, Accordingly, any personinvolved in an enforcement
matter before the Commission who consents, or agrees to consent, to any judgment or order does so solely forthe
purpose of resolving the claims againsthiminthatinvestigative, civil, oradministrative matter and not forthe purpose
ofresolving any criminal charges that have been, or might be, brought against him. This policy reflects the factthat
neither the Commission nor its staff has the authority or responsibility for instituting, conducting, settling, or otherwise
disposing of criminal proceedings. That authority and responsibility are vested in the Attorney General and
representatives of the Department of Justice.

Fresedom of Information Act

The Freedomof Information Act, 5U.8.C. 552 (the “FOIA”), generally provides for disclosure of information to the public. Rule
83 ofthe Commission’s Rules on Information and Requests, 17 CFR 200.83, provides a procedure by which a person can make
a written request that information submitted to the Commission not be disclosed under the FOIA, That rule states that no
determination as to the validity of such a request will be made until a request for disclosure of the information under the FOIA
is received. Accordingly, no response to a request that information not be disclosed under the FOIA is necessary or will be
given untilarequestfor disclosure underthe FOIA s received. If you desire an acknowledgment of receipt of your written request

thatinformation not be disclosed under the FOIA, please provide a duplicate request, together with astamped, self-addressed
envelope.

Authority for Solicitation of Information

Persons Directed to Supply Information Pursuant to Subpoena. The authority for requiring production of informationis setforth
inthe subpoena. Disclosure ofthe information to the Commission is mandatory, subject to the valid assertion of any legal right
or privilege you might have.

Persons Requestad to Supply Information Voluntarily. One or more of the following provisions authorizes the Commissionto
solicit the information requested: Sections 19 and/or 20 of the Securities Act of 19383; Section 21 of the Securities Exchange
Act of 1834; Section 321 of the Trust Indenture Act of 1939; Section 42 of the Investment Company Act of 1940; Section 209



of the Investment Advisers Act of 1840, and 17 CFR 202.5. Disclosure of the requested information to the Commission is
volurtary on your part.

Effect of Not Supplying Information

Persons Directed to Supply Information Pursuant to Subpoena. If you fail to comply with the subpoena, the Commission may
seek a court order requiring you to do so. If such an order Is obtained and you thereafter fail to supply the information, you
may be subject to civil and/or criminal sanctions for contempt of court. In addition, if the subpoena was issued pursuant to
the Securities Exchange Act of 1934, the Investment Company Act of 1940, and/or the investment Advisers Act of 1940, and
if you, without just cause, fail or refuse to attend and testify, or to answer any lawful inquiry, or to produce books, papers,
cotrespondence, memoranda, and other records in compliance with the subpoena, you may be found guilty ofa misdemeanor
and fined not more than $1,000 or imprisoned for a term of not more than one year, or both.

Persons Requestedto Supply Information Voluntarily. There are no direct sanctions and thus no direct effects forfailing to provide
all or any part of the requested information.

Principal Uses of Information

The Commission’s principal purpose in soliciting the information is to gather facts in order to determine whether any person
has violated, is violating, or is about to violate any provision of the federal securities laws or rules for which the Commission
has enforcement authority, such as rules of securities exchanges and the rules ofthe Municipal Securities Rulemaking Board.
Facts developed may, however, constitute violations of other laws or rutes. Information provided may be used in Commission
and other agency enforcement proceedings. Uniess the Commission or its staff explicitly agrees to the contrary in writing, you
.should not assume that the Commission or its staff acquiesces in, accedes to, or concurs or agrees with, any position,
condition, request, reservation of right, understanding, or any other statement that purports, or may be deemed, to be or to

reflect a limitation upon the Comrmission’s receipt, use, disposition, transfer, or retention, in accordance with applicable law,
of information provided.

Routine Uses of information

The Commission often makes its files available to other governmental agencies, particularly United States Attorneys and state
prosecutors. Thereis alikelihood thatinformation supplied by you will be made available to such agencies where appropriate.
Whether or not the Commission makes Its files available to other governmental agencies is, in general, a confidential matter
between the Commission and such other governmental agencies.

Set forth below is a list of the routine uses which may be made of the information furnished.

1. Tocoordinate law enforcement activities betweenthe SEC and other federal, state, local orforeign law enforcement agencies,
securities self-regulatory organizations, and foreign securities authorities.

2. By SEC personnelfor purposes of investigating possible violations of, or to conductinvestigations authorized by, the federal
securities laws.

3. Where there s an indication of a violation or potential violation of law, whether civil, criminal or regulatory in nature, and
whether arising by general statute or particular program statute, or by regulation, rule or order issued pursuant thereto, the
relevantrecords inthe system of records may be referred to the appropriate agency, whether federal, state, or local, aforeign
governmental authority orforeign securities authority, or asecurities self-regulatory organization charged with the responsibility

ofinvestigating or prosecuting such violation or charged with enforcing or implementing the statute or rule, regulation or order
issued pursuantthereto. '

4. In any proceeding where the federal securities laws are in issue or in which the Commission, or past or present members
of its staff, is a party or otherwise involved in an official capacity.

- 5. Toafederal, state, local or foreign governmental authority or foreign securities authority maintaining civil, criminal or other
relevant enforcement information or other pertinent information, such as current licenses, if necessary to obtain information
relevant to an agency decision concerning the hiring or retention of an employee, the issuance of a security clearance, the
letting of a contract, or the issuance of a license, grant or other benefit. ‘

6. To a federal, state, local or foreign governmental authority or foreign securities authority, in response 1o its request, in
connection with the hiring or retention of an employee, the issuance of a security clearance, the reporting of an investigation .
of an employee, the letting of a contract, or the issuance of a license, grant or other benefit by the requesting agency, to the
extent that the information is relevant and necessary to the requesting agency’s decision on the matter.

7. In connection with proceedings by the Commissicn pursuant to Rule 102(e) of its Rules of Practice, 17 CFR 201 .102(e}).



8. When considered appropriate, records in this system may be disclosed to a bar assoctation, the American institute of
Certifled Public Accountants, astate accountancy board or other federal, state, local or foreign licensing or oversight authority,
foreign securities authority, or professional association or self-regulatory authority performing similar functions, for possible
disciplinary or other action.

9. In connection with Investigations or disciplinary proceedings by a state securities regulatory authority, a foreign securities
authority, or by a self-reguiatory organization involving one or more of its members.

10. As a data source for management information for production of summary descriptive statistics and analytical studies in
support of the function for which the records are collected and maintained or for related personnel management functions or
manpower studies, and to respond to general requests for statistical information (without personal identification of individuals)
under the Freedom of Information Act or to locate specific individuals for personnel research or other personnel management
functions.

11. In connection with their regulatory and enforcement responsibilities mandated by the federal securities laws (as defined
inSection 3{a) (47} of the Securities Exchange Act of 1934, 15U.8.C. 78c(a}(47)), or state or foreign laws regulating securities
orother related matters, records may be disclosed to national securities associations that are registered with the Commission,
the Municipal Securities Rulemaking Board, the Securities tnvestor Protection Corporation, the federal banking authorities,
including but not limited to, the Board of Governors of the Federal Reserve System, the Comptroller ofthe Currency, and the
Federal Deposit Insurance Corporation, state securities regulatory orlaw enforcement agencies ororganlzatlons orregulatory
law enforcement agencies of a foreign government, or foreign securities authority.

12. To any trustee, receiver, master, speclal counsel, or other individual or entity that is appointed by a court of competent
jurisdiction or as a result of an agreement between the parties in connection with litigation or administrative proceedings
involving allegations of violations of the federal securities laws (as defined in Section 3{a}{47) of the Securities Exchange Act
cf1934,15U.8.C. 78c(a}(47}) orthe Commission’s Rules of Practice, 17 CFR202.100 - 900, or otherwise, where suchtrustee,
receiver, master, special counsel or other individual or entity is specifically designated to perform particular functions with
respect to, or as a result of, the pending action or proceeding or in connection with the administration and enforcement by
the Commission of the federal securities laws or the Commission's Rules of Practice,

13. To any persons during the course of any Inquiry or investigation conducted by the Commission's staff, or in connection
with civil litigation, if the staff has reason to believe that the person to whomthe record is disclosed may have further information
about the matters related therein, and those matters appeared to be relevant at the time to the subject matter of the inquiry.

14. To any personwith whomthe Commission contracts to reproduce, by typing, photocopy orother means, any record within
this system for use by the Commission and its staff in connection with their official duties or to any person who is utilized by
the Commission to perform clerical or stenographic functions relating to the official business of the Commission.

15, Inclusion in reports published by the Commission pursuant to authority granted in the federal securities laws (as defined
in Section 3(a)(47) of the Securities Exchange Act of 1934, 15 U.8.C. 78c{a)(47)}.

16. To members of advisory commitiees that are created by the Commission or by the Congress to render advice and

recommendations to the Commission or to the Congress, to be used solely in connection with their official designated
functions.

17. To any person who is or has agreed o be subject to the Commission’s Rules of Conduct, 17 CFR 200.735-1 to 735-18,
and who assists inthe investigation by the Commission of possible violations of federal securities laws (as defined in Section
3(a)(47) of the Securities Exchange Act of 1934, 15 U.8.C, 78c¢(a)(47)), inthe preparation or conduct of enforcement actions
brought by the Commission for such viclations, or otherwise in connection with the Commission’s enforcement or regulatory
functions under the federal securities laws.

18. Disclosure may be made to a Congressional office from the record of an individual in response to an inquiry from the
Congressional office made at the request of that individual.

19. To respond to inquiries from Members of Congress, the press and the public which relate to specific matters that the
Commission has investigated and to matters under the Commission’s jurisdiction.

20. To prepare and publishinformation relating to violations of the federal securities laws as provided in 15 U.8.C, 78c(a) (47)),
as amended.

21. Torespond to subpoenas in any lifigation or other proceeding.

22. To a trustee in bankrupiocy.



23, Toany governmental agency, governmental or private collection agent, consumer reporting agensy or commercial
reporting agency, governmental or private employer of a debtor, or any other person, for collection, including coliection
by administrative offset, federal salary offset, tax refund offset, or administrative wage garnishment, of amounts owed as
a resuit of Commission civil or administrative proceedings.

Small Business Owners: The SEC always welcomes comments on how it can better assist small businesses. If you have
comments aboutthe SEC's enforcement ofthe securities faws, please contact the Office of Chief Counselinthe SEC’s Division
of Enforcement at 202-942-4530 or the SEC’s Small Business Ombudsman at 202-942-2950. If youwould prefer to comment
to someocne outside of the SEC, you can contact the Small Business Regulatory Enforcement Ombudsman at hitp://
www.sba.gov/ombudsmanortoll free at 888-REG-FAIR. The Ombudsman's office receives comments frorm smail businesses
and annually evaluates federal agency enforcement activities for their responsivenessto the special needs of small business.



Employees’ Retirement System
of Rhode Island

ERSRI Board:

June 11, 2009

..... Frank T. Capsio
Genearal Treasirer
Chairman

Wil B Fineli Mark R. Zehner, Esq.
e e Regional Municipal Securities Counsel
Gy R Algst U.S. Securities and Exchange Commission
“*# Philadelphia Regional Office
Danicl L. Beardsley Mellon Independence Center
Frank B, Benell, I 701 Market Street, Suite 2000
' Philadelphia, PA 19106-1532

Rosermaty Booth Gallagly

Roger P. Boudreau

Dear Attorney Zehner:
Michaet R, Boyce .

M. Carl Heintzelman'
-~ We are pleased to provide you with the following information in response to

fohn B Maguize oor letter dated May 8, 2009. Please note that responses made “to our

ot 1. Meehan knowledge” means to the actual knowledge of Mark Dingley, Esq., Chief Legal
Louis . prara. COunsel/Chief of Staff, Office of the General Treasurer, Frank J. Karpinski,

s C. Ricionn Executive Director of the Employees Retirement System of Rhode Island
nc & KO (“ERSRI™) and Kenneth Goodreau, Chief Investment Officer for ERSRI,
Susan K. Rodriguez without independent investigation.

: Jean Rondeau

A.  Background Information

Fank | Kapinski . Identify each statewide pension or retirement fund within the state of
. ' Rhode Island.
Plan Name Type of Plan.

Employees' Retirement Cost-sharing multiple-employer
System (ERS) defined benefit plan

Municipal Employees’ Agent multiple-employer defined
; Retirement System (MERS) benefit plan

State Police Retirement Single-employer defined benefit

Benefits Trust (SPRBT) plan

Judicial Retirement Benefits Single-employer defined benefit

Trust (JRBT) plan

49 Fountain Street, Providence, R102003-1854 {401} 457-3900 Fax: (401) 222-2430
E-Mail: ersci @ersriorg Web Site: www.erstiorg




Provide name and address information for the primary points of

contact for each fund identified.

Frank J. Karpinski, Executive Director
40 Fountain Street, ist Floor
Providence, RI.02003-1854

Kenneth Good1 eau, Chief Inveatment thcer

40 Fountain Street, 8th F I‘Ioor

Pravidénce, RI 02903~ 1854

Provide the moz,t recent number of employees covered by each pension

fund idertified,

Asof June 30, 2008

Terminated

Employees® Retircment System of Rhode Island, 40 Fountain Street, Providence,

employee
_me!nb:e;js ' .
Retirees and' - entitledto .~ Active . Active . Total by .
Benefictaries - butriotyet  Vested — Non-vested  Plm

recewing . )

benafits -
ERS
State | 10,168 2,405 7,487 5,085 25,140
Employees - .
Teachers: 6,118 2,257 7,430 6,710 25,521
MERS
General 3,713 2,077 2,927 4,036 12,753
‘Employees 3
Public 437 102 641, - 709 1,880.
Safety
SERET 3 2 - 179 184
JRBT 5 - 8 36 49
Total by 23,419 6,843 18,499 16,775 65,586
type
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Provide the most recent amount of assets figure for each pension fund
identified. .

The pension funds are managed through a collective trust, Asa result, the
most recent asset information available on a plan by plan basis is as of June

30, 2008..

C.

Plan Asset Value as of 6/30/2008
ERS $6,621,706,818"

MERS _. . $1,113,362,690 |

SPRBT. - $51,566,725 -

JRBT . $32,654,159

Are there departments or entities within the State government with oversight

“and decision-making responsibilities for ariy of the pension funds identified in
Question A.1 above? : ' '
Yes' ‘ ,
"a. = Provide name and address information for the primary points of
contact for each government department or entity identified.
Agency: Name - | Contact Information
Employees’ Retirement - | Chairman/State . .~ | State House, Room
System of Rhode Isldnd | Treasurer Frank T. 102 Providence, RI
Board of Trustee’s | Caprio : 02903
Rhode Island State - Chairman/State | State House, Room
Investment Treasurer Frank T. 102 Providence, RI
Commission - ' Caprio .. |o=2003
State of Rhode Island | Hon. William Murphy, | State House
General Assembly Speaker of ,t}}e House of | p - cidenc e, RT 02903
Representatives
Hon. Teresa Paiva-
Weed, Senate President
3. Has the State or any of the peﬁsion‘ fiunds identified in Quéstion,A.l above

employed or retained within the last three years ary non-state employees,
contractors, consultants, placement agents, managers or advisors to serve in
paid or unpaid advisory capacities in connection with the management,
administration or investment decision making of any of the State's pension-
funds? - ' ' ' :

Yes. _
Page 3 of 23
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Provide name and address information for the primary points of

a.
~ coritact for each non-state employeg, contractor, consultant, placement
agent, manager or advisor identified, together with a brief deséription
of the semces they provide.
‘ Name Address - Service Provided
-I"Sriram Ramanujam | 1800 SW First Avenue_ . L
Saber Government Suite 350 - ggj:ggf {n
Solutions Port}and OR 97201 ' PIng
Michael P. _ _
gggﬂ?ﬁ;’n&q : _108;)_ Main Street, ) Legal Counsel to
a i—peﬂﬁ Savage, ?aw.tucket, RI 02860 Retirement Board
o A LLP
-1 Frederick P. : _ A '
| MeClure- 50 Kennedy Plaza Tax Counsel to
Hinckley Allen & Providence, R 02003 Retirement Board
Snyder, LLP : : '
Secott Kiilinski ,1026 Park East Drive - IT System Security
UNICOM PO Box 1499 Services
: : . | Woonsocket, RI 02895
| 80 Richmond Street-West'
-é?;ﬁMHSSffﬁfna rking Suite 1300 Pension Administration
Ino. & | Toronito ON- Canada MsH | Benchmarking Service
2A4 '
Lisa A. Tyrell, Vice tél(;e;::fegneet Financial |
President | Lafayette Corporate Center Custodial Bank
State Street Bank & 5 A Laf : S
“rust Co. ST venue De Latayette . :
A Boston, MA 02111
Anthony Skylight Office Tower
Frammartino 1660 West 2nd Street, Real HEstate Consultant
The Townsend Suite 450 ]
Group Cleveland, Ohio 44113
Matthew Bucci, .
AVP, Client Service | Mellon Financial Center
The Boston’ One Boston Place-024- International Equity
Company Asset o122 (for MP) ' '
Mgmt. Boston, MA 02108-4408
Denms T. Byrne 32l'01d SliP, 2and Floor - 3 International Equity
Goldman Sachs New York. NV 10005
Assel Mgmt T L&, N5 5
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Ll Lids

Boston, MA 02111,

‘Name 1 Address Service Provided
e . ' .| Domestic Fixed
Beth Gripper 9 West. 57th Street - Income
MacKay Shields New York. NY 1001¢- (High Yield Bond}
Two Commerce Square
Lauta A, Conlon 2001 Market Stre:eit Sulte International”
Mondrian Ce
Tnvestmmt Partners 3810 Fquity
' - Philadelphia, PA 1910ﬂ -
[ Joh —— s Blvd, '
| Jo n Burns 15760 Vcntura v v ‘ -
.Pension Consulfing ' | Suitéyo0. . - . g{?g:;?tla};’lc;hcy .
| Allanee . :Encmo, CA 914':;6 : ,
JohiNelson, . '
... [-‘Managing Director 140 Br oadway : : Do(;ngs;sc FlXEd In_(,ome
.| Brown Brothers NewYmk NY'10005- 1101 an
..+ Harriman
" | Art Greenwood, SVP
f?zlgiz;lo_mhlp Mer. 182 Devonshne Stu,et (V5B) Domestic Fixed Income
‘Management Trust . Boston MA 02109 ‘
Co.
Jeff Pethr‘idge _ éi:tz\;f;g Beaver Road, Domestic Equity (small
Nm_:th Pointe Cgpﬂ:al Troy, MI 480 84 : cap core/val)
Melody Rollins, 1345 Ave, of the Americas R
VP - Acct Manager | 4th floor ](Jor}_zllesnc quuifcy. index)
PIMCO New York, NY-10105 en an‘cg. equity Index
Elizabeth O’Hara, ' AT - '
Vice President 75 State Street "{ Domestic Equity .
Wellington Boston,~MA Q2109 (small cap core/val)
Management
- State Street Fmanclal
Craig Deglacomo Center . ‘
State Street Global | ‘One Lincoln Street - Domestic Equity
Advisors ' 337 Floor

Sarah T. Dowling, -

One Citizens Plaza, 7th -

Investment & Legal

Esq.
Floor
Adler Pollock & AT . Counsel to SIC
Sheehan | Providence, RI 02903
et A Tt Tl - ' 86 Weybosset Street - - e
David Ursillo, Esq. Administrative Legal - - |
Rodio & Ursiflo -Providence, Rbode Island "Counsel to SIC N
02903 | ]
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Identify each State investment board, advisory council, department or other .

" gimilar State entity with the authority to set investment policy, retain
- consultants, advisors or other intermediaries or oversee investment decision-
_ making with respect to amounts held in any of the pension funds identified in
Question A.1 above. - A
Name ‘ Function™
Rhode Island State Investment - | Statutory'body charged with. .
Comunission | investment oversight and deeision -
a , making.-
" | Rhode Island General Treasurer’s Administrative staff.
“g1dentify-any and-all private actuaries and accountants employed or retained
‘ on-funds identified in Question' A1 abovein

~hy the State or.any.of the pensi ;
" .connection with the mahagenient, administration or investment decision-
making of the State's pension funds. : .
- System Actuary — Gabriel, Roeder, Smith and Company (GRS)
Provide name and address information for the primary points of

S a.
contact for each actuary and accountant identified.

. Mr. J. Christian Conradi "

“Senior Consultant _
Gabriel, Roeder, Smith & Company .
5605 N, MacArthur Blvd., Suite 870 -
Irving, TX 75038-2631 o

- 6. Haveany of the State's pension funds identified ir _Questior_.i A.1 above been

the subject of any state attorney general, inspector general or similar exterual
© review, audit or government investigation during the past three (3) years? If

so, please describe the circumstances and the results of such review, audit or
investigation. ' -
The State Auditor General performs a System Audit annually, the results of
which are posted on the State’s website. There have beeri no non-routine
reviews, audits or investigations. :

Provide name and address information for the primary points of

contact for eacli attorney general, inspector general, external auditor or

government investigator identified. ‘ ‘

Ernest A. Almonte, CPA, CFF

State of Rhode Island Office of the Auditor General

86 Weybosset Street -
Providence, RI 02603-2800

a.
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‘Chief Legal Counsel/C}iiéf.-of _Providence; RI 02903

1o

‘Executive Director/State Providence, RI 02908 -
" | Budget Officer B S
| Mark Dingley, Esg. - Room 102 - State House.

Disclosure éf Unﬁinded or Underfunded Liabilities

Identify each department or entity within State government that has oversight
and disclosure responsibilities for disclosure documents prepared in
connection with the State's general obligation bonds or similar State-
supported bond issues ("Official Statements™).

"'The Rhode Island State Budget Office and the Office of the General Treasurer.

a. Provide name and address information for the primary points of contact
for each government department or entity identified.

Roseniary Booth Gallogly ~ | One Capitol Hill

+:Statf, Office of the General -
wTreasurer. o

- During f‘ne past five (5) years, have any of the State's pension funds identified

in Question A.1 above changed their actuarial asset valuation methods,
namely, have any of the pension funds changed from smoothed value to
market value (or vice versa) or from smoothed value to book value (or vice

versa)?
No

- 1f the answer to Question B.2 Is yes:’

- Not Applicable

_ a, Provide an explanation for
' Not Applicable N

" b. Describe how the change was disclosed in Official Statements or other

the cﬁapge(sj and the effects of the change(s).

-yeguired continuing disclosure reports.
Not Applicable '

During the past five () years, have any of the pension funds identified in
Question A. 1 above changed their actuarial methods and assumptions,
including, but not limited to, the actuarial cost method, the amortization
method, or the method of determining the actuarial value of plan assets?

No, as {0 the actuarial cost method, the amortization method or the method of
determininig the actuarial valie of plan assets, but routine adjustments have

_been méde as the Fesult.of an expérience study. (See Question 5 below).
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5 If the answer to Question B.4 is yes:

‘a.

Provide an explanation for the cha nge(s) and the effects of the

change(s).
For the ERS Plan, the actuanal assumptions were changed as a result

~ of the experience study approved by the Board on June 13, 2007.

(,hanges were made to the mortality rates for teachers and salary

" increase, termination, retirement, and dluﬁblhty rates for state.

employees and teachers as well as an increase in the payroll growth

-assumption. The actuary (GRS) believed the assumptions are
. ‘internally consistént and are reasonable. based on the actual experience
of ERSRI. . :

" :Under Rhode, Is!and General Laws the émployer contribution rates for
“the fands listed in.A 1 are certified annuaFy by the State of Rhode
:Island Retirement Board. These rates are determined actuarially;

~ “based on the plan | pr(mc;mns inceffect.as of the valuation date, the

actuarial assumptions adopted by the Board, and the methodology set
forth'in the statutes. The Board’s current policy is that the contribution

* rates defermined by a givén actuarial valuation become effective two
- years after the valuation date. For example, the rates determined by the

June 30, 2006 actiarial valuation will be applicable for the year
beginning July 1, 2008 and ending June 30, 2009.
The actuarial cost method and the amortlzatlon pericds are set by

statute. Contribution rates and Habilities are computed using the Entry
Age actuarial cost method. The amortization rate is determined as a

level percent of pay. Separate employer contribution rates are

determined for state empioyeeq and for teachers.

Effect of the assumpﬁon changes

For state employees, the furided ratio decreased slightly based on the
revised assumptions to 54.6% from 55.5%. For teachers, the funded

"ratic decreased based on the revised assumptions to 52.7% from 55.2%.
" The revised assumptions decrease the employer contribution rate for _

state employees from 21,190% (current assumptions) to 21.13% (revised
assumptions), This decrease occurs desplte the increase in the normal .
cost and the UAAL because the increase in the payroll growth '
assumption decreases the necessary amortization charge.

For teachers, the increase in the employer rate is 2.33 percentage =
points, from 22.70% (current assumptions) to 25.03% (revised
assumptions). The change for teachers was principally due to the
change in the post-retirement: mortaht} gssumptions. .
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_ For the MERS plan, changes were made to the salaty increase, . . .
termination and retirement rates for both general and police and fire
employees, Disability rates were increased for police and fire
employees. The payroll growth assumption was increased for both
~ groups.
Effect of the assumptior: changes. . - .

“The effects to the MERS plans are described in the_'summat_y_

information below: _ _ -
Ttem _ Before - | After Assumption
Assumption Changes
N o Changes
N Z-..‘A‘-veragé normal cost {pet..of . 1446% . 14.69% .
' =-'I-;anunded;at:_tnaria}..accmed.- 2 %1584 ] - $139.8-

+ y-liability (UAAL, millions) . . ) - |
Funded ratio - - C 857% 87.1%
Weighted average: | 10.79% 10.87%
_contribution rate - o o

"Total FY 2009 contributions | . . $30.3 $30.6
_ {millions) .

On average, there is Iittle change in average contributions. It should be

noted that, at the unit 1ével, there can be significant changes in
contribution rates due to the revised assumptions. Most of the-

* contribution rates for the general employee units wi I'increase, while

the contribution rates for most of the police/fire units will decrease. -
The average general employee unit will see a contribution increase of
about 1% of salary, while the average police/fire unit will see a decrease
of almost 3.00% of salary. : '

For the SPRBT plan, the fo_Howiﬁg recommended changes were made:

The current retirement assumption was that all members will retire at
the earlier of (a) the time at which the member is at least age 50 and
has earned at least 21 years of service, or (b) the time the member
reaches.25 years of service. Although ‘there was not sufficient

. experience for this plan due to it Iongevity, the actuary modified the
assumption to more closely reflect the retirement experience for the
group of state police not covered in this plan (members hired before-

July 1, 1087).
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The salaiy assumption was modified by lowering the wage inflation

rate applicable to all members, but.increasing the service-related

component. The wage inflation assumption was 5.00%, and this was

decreased to 4.50% in line with the assumption for state employees.

The actuary increased the service-related component of the salary
“increase rate.

The payroll growth rate was changed to 4.50%, the wage inflation rate.
Active mortality rates were set as 65% of the post-retirement mortality
rates. _ '
Effect of the assumption changes
- For the state police, the funded ratig increased slightly based onthe |
22 Yevised assumptions to 86.0% from 83.4% based on the current
assumptions. - : o : ‘ .
.. " The revised assumptions decrease the employer contribution rate for
“state police from 30.47% (current: asgtmptions) to 30.06% (revised
assumptions). L - _
For the JRBT plan, the following recommended changes were made:
A decrease to the salary increase assumption from 5.25% to 4.50%, in
- line with the wage inflation assumption made for ERSRI: A decrease in
the payroll growth assumption from 5.25% to 4.50% to be consistent
. with the change above (it did not include any allowance for future
membership growth). The retirement assumption was modified to
reflect that one-third. of judges are assumed to retire when they first
become eligible for a reduced retirement benefit, with the remainder
 retiring when first eligible for an unreduced retirement benefit. Active
niortality rates were set at 65% of the post-retirement mortality rates. -

Effect of the assumption changes -
For the judges, the funded ratio increased slightly based on the revised
assumptions to 86:8% from 86.5% based on the current assumptions.
The adopted assumptions decreased the employer contribution rate for
state police from 33.16% (current assumptions) to 32.35% (revised
assumptions).
b.  Describe how the change was disclosed in Official Statements or other

required continuing disclosure reports. :
With regard to Official Statement disclosures, the individual actuarial
changes were not disclosed, but the impact of these changes'as
reflected in (FASB 25 disclosures are provided. '

* The changes are identified in system ERSRI Financial Statements -

- congistent with GASB.25, Notes fo Required Supplementary. ..
Information. '
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6. During the past five (5) years, have any of the pension { funds identified in
€Question A, 1 above created a separate asset account to sepa rately account for
investment earmngq in excess of a stipulated benchmark? -

No

7. If the answer to Question B.6 is yes:

Not Applicable

.oa,
:b.

e

- ,:é' ..

Describe why the separate asset account-was created.
Describe how the separate asset account was created.

" . "Describe how the funds in the asset account have been used, mcludmg
' ~the date that was used to determine the mvestment ‘earnings. ~

- Desciibe how the cretion of the separate asset account and its.use ‘was
disclosed in Official Statements or other qumred contmumg dlsclosure

- L reports. : .
8. Please identify whether Ofﬁmal Statements it the past five (5) years have

included’the following information reiatmg to the pension funds identified in
Queqnon A.tabove:

A

Funded ratio (including t1ends),

‘Schedule of Furiding Progress _m_clude& (f_rom" GASB No. 25)

Information related to unfunded actuarial accrued liability (UAAL)
(including trends); .
Schediile of Funding Progress ineluded (from GASBE No. 25)

ARC-related information (mcludmg trends),

Included Schedules Of Contributions From The Emp}oyers and Ot11e1
Con’t:rIbu’cmfr Entltles (from’ GASB No. 25) .

Measures related to annual pension cost (APC);

The funds listed in Question A.1 have made all actuarially required
contributions thus no APC measture exists.

Measures involving information about contributions, including, but not
limited to, comparisons of contribution amounts by employers and
employees, trends in contributions, and trends in the percentage of the

ARC contributed;

Included Schedule of Funding Progress and Schedules of Contributions
from the Emplayers and Other Contributing Entity (from GASB No.
25) wh1ch prowde thls information. L L
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g Net Pension Obligation (NPO);

- The funds listed ity Question A.1 have made all actuarially required
" contributions thus no NPQ exists.

_ Information reported by the pension plan, including trends in system.
assets and liabilities, investment return, and investment policies.

¥q

‘Not provided.

- Please idehﬁfy whether the Official ‘S’r,atements in'the past five (5) years have
included the following market value inform

ation relating to the pension funds

“identified in Question'A.1 above:

. . | Funded ratio (including txénds);_:_ _

:Schedule of Funding Progress iriéldded‘(frpmGASB No, 25)

~ b, ¢ “Assets (including trends);.

e Liabilities (including trends); and -

10, 11

11,

13.

- d.

".Schedule of Funding Progress included {ffom GASB No. 25)
‘ 'Sch‘e,_dule of Funding Progress included (from GASB No. 25)
d. Ratio of Actuarial Value of Assets (AVA) to Market Value of Assets
(MVA) (including trends). '
Not provided

{ the State has changed its Official Statements in the last five (5) years to
include or exclude any of the items in Question B.9, provide an explanation as

to why they were excluded or included. .

There were no changes with respect to these items.

If the State has changed its Official Statements in the last five (5) years to
include or exclude any of items in Question B.8, provide an explanation as to

why they were excluded or included. '
There were no changes with respect to these items..

. In the past five (5) years, has the State taken a "Pension Holiday" or otherwise

not made contributions to pension funds?
No

If the answer to Question B.12.is yes:

Not applicable .
Provide an explanation as to why contributions were not made.
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b..  Describe how the failure to make contributions was disclosed in the
Official Statements and other required disclosure statements.. ‘

14. Did tlie State consider what effect(s) the failure to make contributions would
- . have on future pension obligations? .

_ Notapplicable
15. If the answer to Question B.14 is yes:
' . Not applicéble o
' a. Describe What the effects were. ) .
b.. " Describe how those effects were disclosed in Official Statements or
" “other required disclostre statemehis.. . . .

. 16:"'"Iﬁ‘_fhf;;past five (5) years, ha_s the State adopted & "phase-in plaﬁ‘” or gther
method which resulted in the State making less:than the Annual Required

. Contribution (as determined by theactuary) for a set number. of years?
17, If the Answer to Question B.i6 is yes:' ;
Not applicable. - _
a. Provide an explanation as to why the plan or method was adopted.
b.  Did the State adhere to the plan or method? . | :
Deseribe how the plan or method was disclosed in Official Statements
_ or other required continuing disclosure reports, .
d.  Did the State consider what effect(s).-the'ph.ésfeiin, plan of method -
would have on future pension obligations? - - S e
i, If the answer i§ yes, what were the effects and were those effects
disclosed in Official Statements or other required continuing disclosure
reports? ‘

.

18. Is the State or any-of the pension funds identified in Question A.1 above aware
of the Securities aid Exchange Comnmission's Order Instituting Cease-And-
Desist Proceedings, Making Findings, and Imposing a Cease-And-Desist
Order Pursuant to Section 84 of the Securities Act of 1933 and Section 21 C of
the Securities Exchange Act of 1934 in the Matter of City of San Diego,
California (Securities Act Rel. No. 8751 (Nov. 14, 2006))?

Yes,

" 19, If the answer o Q:uéstionfB.h% is yés,' Stéte Whéﬂler-and towhat extent the- R
State or any of the pension funds identified in Question A.1 above has taken -
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~ any action, made any changes i its policies or procedures, or made any other

‘changes in response to this Order. - e o

Reviewed by disclosure counsel for the State and disclosures in Official |
Statements were enhanced. :

* 90, Does the State or any of the pension funds identified in Question A.1above

. provide training to employees responsible for creating and/or updating
 disclosuyes regarding pension funds in Official Statements ot other required
~ continuing disclosure reports? _
No. .Primary responsibility for these matters is delegated to outside Bond
Counsel and Disclosure Counsel. . ' '

‘21, Tfthe answer to Question B 20 isyes:

e ANp,t:?ppl_i_cel;b‘le.

- 1. During the last 5 years, havé-any of the pension

Employees

- ‘gé‘;:' . When did the State or pension fund-institute the training?
b Describe the nature of the training and the employees required to
participate in the training. . :
22, Has the State analyzed its ability to fund future pension obligations over the
. next 10 or more years?. T ‘ :

_ The State regularly reviews the actuar
pension obligations. As a result of recent market conditions,

undertaken a more comprehensive analysis.: -

jal assumptions and potential future
the State has

.23 If the answer to Question 22 is yes:

_a.  Describe the restlts of that analysis. o _
This analysis is.currently in process. The Rhode Island State General
Assembly and The Office of the Governor of the State of Rhode Island:
have performed several analyses and formed commissions to study all

aspects of the firnds described in Question A.1. The analyses are
currently ongoing and may result in modificatiors to the pension
system to enhance the funds’ ability to meet future pension obligations.

b. Describe how those results were disclosed in Official Statements or
other required continuing disclosure reports.

To be determined by the otitcome of pension teforms.

. Disclosure of Investment Risks | o
_ on fuhds identified in Question
A.1 above or governmert éntities identified in. Questions A.2, A.4.ahove. .
discussed with an investment adviser any investment product, prograim or
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str dtegv for which the level of risk associated with that investment product
program, or strategy may have been madequately dlsclosed‘?

Not to our know?edae

Itis 1mportant to understand the Qtru(ﬁcm:e of the Employees
Retirement System of Rhode Island (“ERSRI”) investment program.
ERSRI does not make direct investment in securities {other than in
private equity funds). The pension funds assets are managed by .
external portfolio managers (either In separate accounts or private
funds), each of whom is bound by fiduciary duty.

The ¢urrent Administration of the General Treasurer (an elected
B pOSItIOn) has been in.office since January of 2007 The following

. 1esponses reflect the processes and procedures in place under the

L current Administration and the operations of ERSRI during that time.. -

- frame, The responses do not address procedures or operations of

ERSRIprier to that time, which miay -have varied durmg the five year B

: peuod referenced in. the questmns

The sélection of investment managers is the responmbmty of a board,
the State Investment Commlqswn (SIC). By statute, the SICis -

comprised of: -

o the General Treasurer, ex officio (or a deputy general treasurer as

- his or her designee), who aets as chairperson;
- the State Director of Administration, ex officio (or any assistant
director of administration as his or her designee);
a director of the higher éducation assistance authority (or his or her
designee) appointed by the General Treasurer;
an active or retired teacher, state, or municipal employee member
of the retirement system or official from the teacher, state, or
municipal employee unions appointed by the General Treasurer;
the executive director of the state retirement board as a nonvoting
member;
« two members of the general public appointed by the General

Treasurer; and
« three members of the general public appointed by the Governor.

~ The members of the general public appointed by the Governor and the
General Treasurer have three year terms and must be qualified by
training or experience in the field of investment or finance,

The SIC’s decisions are highlighted in a pubhcly disclosed monthly
medium in which the minutes and reports are posted for public record.

The SIC has the ability to hire consultants to guide investment
decisions. The current active consultants to the plan are as follows:
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Pension Consulting Alliance — General
' Pa'ciﬁg- Corparate Group - Private Equity
: 'I“ownée_nd_ Group -- Real Estate
_Russell Investments — Asset Allocation

Each consulting firm and the investment management firms the SIC
has engaged have been chosen after undergoing a rigorous RFP
process. The process is clearly defined in the SIC policy and procedures
booklet under appendix 3.8. See Exhibit 1., _

. We have also attached the rules and regulations governing the SIC

- (please see attached Exhibit2). : .

'-_'i?IfihA'efa;_rul'g;wei::tb _Qu:es'tionﬁ Cuiis yes,' -identifyr‘fdf éa_ch incident the investment
. adviser, investment product program or strategy, and the time period;and -

" ".déseribeboth the disclosure provided and the relevant risk. . .

)

~Not applicable. -

During the last 5 years, have any of the pension funds identified in Question

A.1 above or government entities identified in Questions A.2.0r A4 above

experienced any unexpected liquidity, credit, market or other risk by virtue of
© an investment product; program or strategy suggested or recommended by an’
~ investment adviser that may have been inadequately disclosed at the time you

" made the investment?
Not to our knowledge.

* If the answer to Question C.3 is yes, identify for each incident the relevant
investment product, program: or strategy, the relevant investment adviser, and
the disclosures provided at the time of the investment, and-describe the .
unexpected risk. .- o - o

Not applicable.

- During the last 5 years, have any of the pension funds identified in Question

A.1.above or governinent entities identified in Question A.4 above invested in

a bond fund, hedge fund, private equity fund, cash collateral pool or similar
investment vehicle where the actual investments were different than the

stated investment objectives?
Not to our knowledge.
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. 6. 1f the answer to Question C.5 is yes, identify fot eath incident the relevant
_ bond fund, hedge fund, private equity fund, cash collateral pool orsimilar
“investment vehicle, the date and amount of your investment(s), and the stated
investment objectives, and describe why the-actual investments differed from

_ those investiment ohjectives. .

Not applicable.

D. Paymentél and Conﬂic_té of interest ,
1. State whet_hﬁai*'ariy of the pension funds identified in Question A. 1 above or

- government entities identified in Questions A.2 or A4 above have rules,
regulations and policies and procedures regarding payments in connection

" . with solicitations or responses to requests for proposals to provide services in

" conhection with State pensicn funds. " - . _
‘es; we believe the rules found in otir SIC policy and procedure booklet -
“¢learly define how the ERSRI program is managed and monitored.

. (Please see attached Exhibits1 apd.2). - - ~

Has any person in a position to exertinfluencé over (a) any investment or
* management decision of a State pension fund or (b) the decisiori to hire or
. retain an'investment adviser, investment compatty or money manager, ever
directly of indirectly solicited a payment of any kind from a person seeking to
© obtain business from or provide services to the pension fund?-

¥

Not to our khowledge.

-3, If the answer to Question D.2 js yes:

Not applicable. _
'a.”  Identify each person ‘who made any such solicitation and the position
- heor she held at the time of the solicitation. ' o :
b. State whether each person making such a solicitation was registered

with the Securities and Exchange Commission ("SEC") or a state

regulatory authority. If the answer is yes, identify the agency with

which the person was registered. '

Identify each person to whom any such solicitation was made and the

position he or she held at that time.

d. State whether each recipient of such a solicitation was registered with
the SEC or a state regulatory authority, If the answer is yes, identify the
agency with which the person was registered.

e. Detail each term of the solicitation. . . _

Identify the business obtained becaise of a favorable response tothe -
solicitation. S -
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¢, Identify the business denied because of an unfavorable response to the .
solicitation. S RN

4. In connection with the investment or management of any amounts held in
. any pension fund identified in Question A I above, has any person ever
 directly or indirectly paid a finders’ or placement fee or other valuable
" consideration?
Yes. Inthose limited instances where placement fees have been paid,
we have been advised by our private equity consultant PCG Asset
- Management that none of the fees were paid by ERSRI Instead, all
" fees were paid by the Getieral Partners of the Funds. See answerto,

- Question D.5 below.. - ~ :

. “To our knowledge, no finder or referral fées have been paidin . _
~connection with the retention by ERSRI of any investment manager -

" -except as noted above. .

5 If the answer to Question D.3.is yes:
Rhode Island’s private equity portfolio is monitored by our private
_equity consultant PCG Asset Management. PCG is currently
- canvassing the general partners of our private equity investments to
obtain the requested information which will be provided to the SEC

after it is assembled.
Identify each person who made such a payment and the position he or
she held at the time of the payment.

b. State whether each person making sach a payment was registered with
the SEC or a state regulatory authority. If the answer is yes, identify the

. agency with which each person was registered.
" Identify each person who was the recipient of such a payment and the
position he or she held at the time of payment.

d. State whether each recipient of such a payment was registered with the
SEC or a state regulatory authority. If the answer is yes, identify the
agericy with which each person was registered.

Detail the nature and amount of each such payment.
Detail the services performed in exchange for each such payment.
State whether or not the payments were disclosed,

State to whom the payments were disclosed.

State the frequency with which such payments and/or other
consideration were paid to & given person. : . -

PR oo

[—-li.
3
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. .6, Hasany person in any firm, which wag paid either directly or indirectly a
_ Buders or placément fee or other congideration i1 connection with the -
.. .investment or management of any amounts held in any pension fund

¢ identified in Question A.1 above, ever directly or indirectly contributed to the

£ election campaign of any State official who could exert influence over the
. investment decisions of the pension fund or to any political action committee

("PAC") associated with said official? - o

| ] The Rhode Island Board of Elections maintains

Not to our knowledge. ‘ ,
* a public data base of all political contributions to Rhode Island poblic

- ‘officials. We have entered into this data base the names:of the firms
. that have been identified as receiving placément fees and these firms
*+ donot appear in the political contribution data base. We have not
. :canvassed such firms regardinig politieal contributions.: :

2 “Hlie answer to Question 1.6 is yes, for each such contribution:

o Notapplicable, o _ ,
: ai.':"-: - Identify each person making such a contribution and the_posiﬁon.he or
3 - she held at the time of the contribution. - - - o
b, Staté whether each person making such'a contribution was registered

: with the SEC or a state regulatory authdrity. _If the answer is yes,
identify the agency with which each person was registered.

" Identify the person or PAC to whom each-contribution was made.

Identify the amount of €ach contribution. - -

e
d.- - Identify the date of each contribution.

e

f. Identify the means employed to make each contributior.

8. Has anyone in‘any {irm in which pension funds were invested or, which was
charged with the-management of pension funds, ever directly or indirectly -
contributed to the election campaign of an official who could exert influence
over the investment decisions of the pension fund or to any PAC associated
with said official? R -

Not to our knowledge. The Rhode Island Board of Elections maintains
a public data base of all political contributions to Rhode Island public
officials. We have entered into this data base the names of the firms
which are charged with management of pension funds and these firms |
do not appear in the political contribution data base. We have not
canvassed such firms regarding political contributions.
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: Not applicable. -
_a. " Identify each person making such a contribution and the position the
i - person held at the time the contribution was made. :
1, - -State whether each person making such a contribution was registered
with the SEC or a state regulatory authority. If the answer is yes,
, . identify the-agency with which each person was registered.
"¢ . Identify the person or PAC to whom each contribution was made.
< d.  Identify the date of each contribution.
e . Identify the amount of each contribution.
£ " "Identify the means employed to make each contribution.
10, Have any of the pension funds identified in Question A.1 above or any of the”
government entities identified in Questions A.2.or A.4 above ever entered into
- orig-itaware of any quid pro-quo arrangements with any person in exchange
. for the investment or managenent of pension funds? . : .
Not to our knowledge: ‘
11. If the answer to Question D. 10 is yes, -
- Not applicable.

a.-  Identify each party to each quid pro quo arrangement and the position
cach party held at the time the arrangeiment was entered into and
during the life of the arrangement.

b. State whether each party to each quid pro quo arrangement was
registered with the SEC or a state regulatory authority. If the answer is

~ yes, identify the agency with which each person was registered. -~

C. Detail each term of each quid pro quo arrangement.

" {2. Do any of the pension funds identified in Question A. 1 above or any of the

If the answer to Question D.8 is yes, for each such contribution:

government entities identified in Questions A.2 or A.4 above have a conflicts -
of interest policy that governs actual or potential conflicts of interest between
State decision-makers having responsibility for the management,
administration and investment decision-making activities of State pension
funds, on one hand, and the investment advisors, investment managers and
consultants who provide or séek to provide services to or on behalf of such

' funds or the entities that oversee them, on the other?.

Yes. 7 :
a. If so, please describe such- poIicig_és.
Please see Exhibit 2, Policy and Procedures 2.3.2
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13,
" government entities identified in Questions A.2 or A.4 above maintain records

B
L5 Lhaws

Do any of the pension funds identified in Question A.1above or aiiy of the

* of payments, gifts, contributions, in-kind exchanges or other direct or indirect
~ consideration received by persons baving management, administration or’
investment decision-making responsibilities for or in connection with the

pension funds identified in Question A.'1above?

Taiter

- Yes, we maintain vecords of all payments made by the pension funds.
- Gifts, contributions, etc are prohibited. Please see Exhibit 2, Section
‘1.2:2. Monthly reportsare made public récord. .
If so, please describe the associated reporting and record-keeping
. -policies and procedures.’ _ :
- Treasury staff makes and'records all payments by the pension funds.

tial Controls to Ensure Compliance with Federal Securities:

We once again put our answer in the context of how the ERSRI
program is managed. All investments are made by investment
managers (either through separate accounts or funds managed by such

. nranagers).
The Treasury department does not have the ability or authority to
direct specific securities transactions.. The following questions are best
answered by our custodian bank, State Street, who acts as our trustee
of the plan, and the investment managers, all of whom are bound by
fiduciary duty.. :
Do any of the pension funds identified in Question A. 1 above or any of the

- government entities identified in'Questions A.2; A.4 or B.1 above have policies
- and procedures to ensure compliance with the federal securities laws?

The pens_ion funds do not have policies and procedures related to
compliance with federal securities laws since they do not make direct

investments.

If the answer to Question E.1 is'yes, please produce a copy of such policies and

procedures.
These matters.are handled by our custodian, State Street Bank and
Trust, and the investment managers. Please see answer to Question
A.g for State Street and investment manager contact information.
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Do any of the pension funds identified in Question A.1 above or any of the
government entities identified in Questions A.2, A.4 or B.I above provide
" federal securities law training to its employees responsible for its pension

~ funds? o :
* ' No direct training is provided by the State. We believe this question is
" appropriately addressed to the Fund's external managers. .

'. 4.: If the-answer to Question E.3 is yes, please describe such training.
Not applicable.

Do any of the pension funds identified in Question A.1above or any of the
- government entities identified in Questions A.2, A4 or B.1 above have a
* compliance officer who is responsible for ensuring compliance with the
federal securities laws? -

' No, compliance is handled by the investment managers and our-

_ custodian, State Street.

-6, . It the answer to Queétion E.5 is yes, please describe the compliance officer's
duties.
Not applicable.

Do any of the pension funds idéntified in Question A. I above or any of the
‘government entities identified in Questions A.2, A.4 or B.1 above have policies
and procedures to prevent the misuse of material nonpublic information in
connection with the purchase or sale of securities?
Not provided at the State level because State employees do not have
-ifvestment authority.We believe that these policies exist at the |
investment manager level pursuant to code of ethics requirements for
registered investment advisers.

_8. Ifthe answer to Question E.7 is yes, please prbduce a copy of such policies and
procedures.
Not applicable.

De any of the pension funds identified in Question A.1above or any of the
government entities identified in Questions A.2, A.4 or B.1 above provide
training to its employees to prevent the misuse of material nonpublic
information in connection with the purchase or sale of securities?

No. See answer to Question E.7 above.
10. If the answer to Question E.g is yes, please describe such training.

Not applicable.
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11, Are any of the pension funds identified in Question A.1 above orany of the
goveinment entities identified in Questions A.2, A.4 or B.1 above aware of the

Securities and Exchange Commission's Report. of Investigation Pursuant to

Section 21{a of the Securities Exchange Act of 1634: The Retirement Systems
of Alabama, Securities Exchange Act Rel. No. 57446 (March 6, 2008)?

- Yes, Staff is aware of this report and its relevance.

. If the answer to Question E.11 is yes, state whether and to what extent any of -
the pension funds identified in Question A.1 above or any of the government -
entities identified in Questions A, 2, A:4 or B.1 above have taken any action,

made any changes in its policies or procedures or made any other changes in

- response lo thls Report. -

- Staff does not have the authorlty o make mvestment transac’cxons or

the ability to purchase or sell individual securities. :

We trust the information isresponsive to yourrequest. Should you have any
- questions, please feel free to contact me at 401-457-3950.

: Execuﬁiie Director

. o: Mr. Mark Dingley, Esqg., Chief Legal Counsel/ (‘hlef of Staff

Office of the General Treasurer
Mr. Renneth Goodreai, Chief Investment Officer, ERSRI,
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APPENDIX 3.8

RULES OF THE STATE INVESTMENT COMMISSION
FOR SELECTING INVESTMENT MANAGERS,
CONSULTANTS AND CUSTODIANS

1. Introducton

The State Investment Commission {the “Commission”) was created for the
purpose of investing moneys of the state fund structure. The Comumission is authorized

by Rhode Island General Laws § 35-10-1(c) to “engage one or more fund managers and
to delegate to the manager or managers the authority to carry out the investment of the

funds within the Commission’s control, or any portion thereof, in accordance with the
objectives of the Commission as set forth in its Staternent of Investment Objectives and

PolHcies"”.
The purpose of these rules is to establish procedures and guidelines to be
followed in the future employment of the Commission’s investment managers, as well

as its consultants and custodians. In carrying out these procedures and guidelines, the
Commission shall give primary consideration to its fiduciary duty in the mvestment of

the monies of the state fund structure.

2. Office bf the General Treasurer

The Office of the General Treasurer shall supply the staff and support for the
Comnurnission to carry out these procedures and guidelines.

Procedures for Selecting Investment Managers, Consultants and Custodians

3.
The procedure which the Commission shall follow in seledmg its investment

managers, consultants and custedians is as follows:

Reguests for Proposals; Reguests for Qualifications

3.1

Requests for Proposals. The Commission shall prepare a written
Request for Proposals from investment managers, consultants and
custodians to provide information regarding their firm's
capabilities and proposing to render the services sought by the
Commission. The Requests for Proposals shall set forth the terms
of the proposed engagement and may outline the minimum
criteria for selection. The Commission may reserve to itself the
options of: modifying the terms of the proposed engagement;
revising the minirnum qualifications and all other required
qualifications; and otherwise making any changes of any nature
whatsoever, which the Comumission deems advisable, including

311

not making a selection.
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3.1.2 Requests for Qualifications. In lieu of Requests for Proposals,
when the Commission deems it appropriate, the Commission
shall request statements of qualifications from firms to be solicited

"7 for possible selection.

Tdentification of Firms to be Solicited for Possible Selection.

Compilation of Firm Lists. The Commuission may compile a list of
firms for the Commission to approach based on its familiarity
with the financial community. In addition, the Commission may
rely on the advice of its consultants or other advisors to identify
firms to approach. Moreover, if it so elects, the Commission may
delegate entirely to its consultants or other advisors the
identification of appropriate firms to approach. '

e

3.2.1

3.22 Advertising If the Commission deems it necessary or advisable,
the Commission may place an advertisement or cause an
advertisement of its upcoming search to be placed ina
publication circulated in the indusiry. This will have the

effect of soliciting firms with an interest in providing services to

the Comumission.

Review of Proposals. The Office of the General Treasurer shall review all
proposals or statements of qualifications, as the case may be. The Office
of the General Treasurer may utilize the assistance of the Commission’s-
consultants or advisors to assist in the process of evaluating the proposals

and statements of qualifications.

3.3

Recommendations to Commission. The General Treasurer shall
recommend to the Commission a list of finalist firms. In addition, the
Commission may elect to delegate to the Office of the General Treasurer,
the responsibility for selecting a firm, in accordance with any terms and

conditions that the Commission may specify.

3.4

Guidelines for Selecton

41 Expertise, Htc, Criteria for

shall not be limited to:

valuation of candidates shall includs, but

ava

Competence to perform the services as reflected by expertise in

4.1.3
providing the required services, qualifications of the firm, and the
experience, qualifications and competence of persons who would
be assigned to perform the services;

4.1.2  Ability to perform the services as reflected by other commitments

and availability of adequate personnel, equipment, and facilities
to perform the services;

R




o—

Past performance as reflected by the evaluation of other clients

41.3
which have retained the services of the firm with respect to such
factors as performance, quality of work, and responsiveness; and
414 Where applicable, the firm's proposed approach to the

assignment.

Further, the Committee shall evaluate the proposals in light of: the
criteria set forth in the solicitation, statements submitted in response to

the search, and any other required statements of qualifications and

performance data.

42 Cost-

' It is expected that the firms will charge a fee for servicessendered to the
Commission. The Commission shall review the fee structure of the firms
wishing to serve the Commission. Cost shall not, however, be the sole

determining factor in the selection process.

5. Negotiations
After selection of a firm, the Commission may, if it deems it advisable, negotiate
with the firm selected to secure more advantageous terms and conditions and/or to

reduce fees or other costs.

5. Modifications to Engagements

The Comumission intends whenever possible and practicable, to continue its
practice of entering into agreements which are terminable at will by either party, after a
brief notice period (often thirty days). Accordingly, the Comumission, if it 50 deems
advisable, may modify the terms of the engagement of any firm (subject to the firm’s
consent}, without engaging in a search for another firm. Such modifications may
include but are not lirnited to: changes in the fee, expansion or other modification of the
investment guidelines, changes in the amount or pexcentage of funds under
management, changes to the scope of services including expanding the mandate for
investment managers to include additional assignmentts and extension of the expiration

date of the contract.
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Overall Policy - Legal Requircments

1.1 State Statutes - State Investment Commission

1.1.1 Authority

The State of Rhode Island operates within the framework
of the Coastitution of the State which authorizes the establish-
mesnt of statutes passed by the legislature and approved by the
Governor. While the Constitution provides for the elected
office of General Treasurer, laws have been passed establish-

ing investment responsibility of State funds to the State
Investment Commission.

Chapter 10 of Title 35 of the General Laws describes the
structure of the Commission and its powers and responsibilities.
Copies of the statutes are set forth in Appendix 1.1.

1.1.2 Funds Subject to Investment

All Funds Subject to Investment - Employees’ Retirement Fuad,

General Fund, etc.

The State [nvestment Commission is required by Section 35-10-2 to,
“iy its absolute discretion determine which moneys of the state fund
structure are not immediately required for expenditure and shall invest

such moneys. ..."”

The funds enumerated by Section 35-10-2 include the following:

Employees’ Retirement Fund
General Fund of the State

Special Revenue Funds
Trust aud Agency Funds including the Veterans” Home Fund

Permanent School Fuad

Touro Jewish Synagogue Fund
Rhode Island Temporary Disability Insurance Reserve Fund

Bond Proceeds

Section 35-10-3 directs the State Investment Commission to invest the
proceeds of all bond issues not immediately required.




State Funds

Several provisions of the Rhode Island General Laws govern the
investment of short term state funds. They are:

35-4-4.1 -

35-4-4.7 State Linked Deposit Policy

35-4-5 State Funds - Deposit of Funds - Purchase of Bonds
35-10-6(a) Investment of funds not immediately required
35-10-11 Additional investment powers

1.1.3 Permitted Investments

The institutions and instruments in which the State Investmgat
Commission may invest are set forth in statutes, which include the

following:
35-10-6 Investment of Funds Not Immediately Required
35-10-11 Additional Investment Powers of the SIC

35-4-43 CRA Linked Depasits
Deposit of State Funds, Purchase of Bonds

35-4-5(a)

[9-3-1{f) Financial Institutions (These sections are cross-
referenced by 35-10-6(a), which allows the SIC to invest
in any security or investment in which financial
institutions may invest).

19-3-5 Non-legal Investments

[9-3-6 Special Investinents

19-3-7(a) Holding of ownership of real estate

19-3-3 Prudent Person Rule :

1.2 State Statutes - General Treasurer

1.2.1 Delegation of Authority by State [nvestment Commission to the

Treasurer

" Pursuent to Section 35-10-1(c), the General Assembly delegated to the
Office of the General Treasurer the responsibility for carrying out day to
day cash investments. . . “and because of the importance of speedy
action, investments in obligations of the United States Government or
certificates of deposit maturing within one year. . . within the framework

of a policy established by the Comnmission . . ..

LE}




a—

1.3

2.1

22

1.2.2 Investment reporting

Section 42-10-17 mandates that an annual report be presented by the
General Treasurer to the General Assembly relating to the close of a
fiscal year. The statute requires that the report shall include the

following items:

- Receipts and payments from General Treasury and from all other
funds and accounts under the General Treasurer’s control
- Financial institutions in which funds are deposited and rates of interest

paid thereon
Receipts of State Treasury showing the several sources of revenue

Account of taxes received

Other State Statotes

The Commission, the Office of the General Treasurer and all
consultants, investment managers and others with which the State
Investment Commission doss business shall comply with all other
applicable state statutes and regulations, including without imitation the
Code of Ethics set forth in Rhode Island General Laws Sections 36-14-1

et. seq., as amended from time to time.

2. Short Term Investment Pblicies

Funds Subject to Short-Term Investment Policies

Those funds of the State for which short term investments are purchased and
which are subject to this investment policy are listed in Appendix 2.1.

Investment Objectives
2.2.1 Maintenance of Appropriate Liquidity

In order to provide sufficient liquidity to cover all disbursements
of the State, investments will be structured in a manner to match
the cash flow requirements of the account groups for which the State

Investment Commission invests.

222  Safety

All short term investments will be purchased with the intent of
preserving capital. Investments will be made to minimize the volatility
of principal value, liquidity risk and credit risk. Furthermore, whenever
passible, the short term investment portfolio will be structured to
minimize interest rate {reinvestment) risk, by matching the maturities of

* investments with the requirements for funds disbursement.




{ ' 223 Legal Conformance

Consistent with the preceding section, no investmeats will be
made in direct or indirect violation of the Stats statutes
dealing with the investment of State funds.

2.2.4 Rate of Return

The State Investment Commission seeks to achieve the highest
possible rate of return on purchased investments. The rate of return on

the short term investment portfolio will be compared to a short term U.S.

Treasury security benchmark for purposes of quantifying relative
performance over time. However, rate of return considerations will be
subject to the constraints of liquidity requirements, legal conformance
and safety considerations, as set forth herein,

2.3 Operations
23.1  Monitoring the Portfolio

The State Investment Commission will monitor the investment
transactions on a monthly basis by reports prepared by the
(- ' ‘ General Treasurer’s office. These reports will outline the
structure of the portfolio and any variances to the provisions
outlined in the policies. In addition, the reports will present the

market value of the porifolio,

2.3.2  Ethics and Conflicts of Interest

Employees of the General Treasurer’s office involved in the
investment process shall refrain from personal activity that could
conflict with the proper execution and management of the short term
investment program, or that could impair their ability to make impartial

decisions.

233  Infernal Conirols

In administering the short term investment policies of the State,
the General Treasurer’s office will implement an appropriate
system of internal control to prevent any loss of public funds due
to fraud, error, misrepresentation or imprudent actions. This
systera of internal controls will be subject to review annually as part of

the audit process performed by the Auditor General.

Ao A1 bt e
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2.3.4  Acceptabie Investments

The State Investment Commission may only invest in the following
instruments in accordance with this policy:

- 1. S. Treasury Bills, short term obligations issued by the United
States Government with maturities of less than | year.

-U. S. Treasury Notes or Bonds issued by the United States
Government with a remaining maturity of less than 1 year.

-U. S. Agency obligations, short term obligations of U. S. Government
Agencies or Instrumentalities, with maturities of lesg than i ycar.
However, investments in U.S. Agency obligations that have been
securitized in a collateralized mortgage trust is prohibited.

- Certificates of deposit, CDs issued by financial institutions for specific
maturities at a stated rate of interest. Financial institutions seeking
to participate in issuing CDs to the State must meet or exceed
standards established within Section 2.5.1 of these policies, listed as
“Selection Criteria - Financial Institutions”. In addition, investments
may only be purchased from financial institutions which maintain an
investment grade credit rating from Moody’s Investors Service or

- Standard & Peor’s Corporatioi.

- Repurchase Agreements. A repurchase agreement is a contractual
obligation between the State and the seller (“Repo”). In aRepo, the
seller receives cash and delivers U.S. Treasury securities with
maturities of no longer than 3 years as collateral to a third party
custodian designated by the State Investment Commission. The
collateral value will be maintained at a minimum value of 102% of
principal, and will be marked to market weekly. The Repo seller
agrees to repurchase the securities at predetermined dates and
rates. Repos may only be purchased from financial institutions or
broker/dealers who have signed a master repurchase agreement
acceptable to the State Investment Commission. The approved form
of Master Repurchase Agreement is attached as A ppendix 2.3.4.

Reverse Repurchase Agreements are prohibited.

- Commercial paper. Commercial paper is a promissory note issued
by a corporation for a specific maturity ata stated rate of interest.
To be eligible for purchase, the rating on the commercial paper must
at least A1/P1 by Moody's Investors Service and Standard & Poor’s
Corporation . Exceptions may be granted by the Commission
regarding the credit rating restriction if a sufficient credit enhancement
(Letter of Credit, insurance etc.) exists to collateralize the commercial
paper. Direct purchase is subject to Commission approval.

10




23.7

- Eurodollar Time Deposits. A Eurodotlar Time Deposit is an offshore
deposit in a domestic bank with a foreign branch. These deposits are
the obligations of the domestic bank, but are subject to the banking
regulations of a foreign country. Assuch, Eurodollar Time Deposits
enjoy more flexible bank reserve requiremeats and do not carry federal
deposit insurance. For this reason, Eurodollar Time Deposits typically
offer a premium yield over domestic bank time deposits. To be '
eligible for purchase, the ‘Eurodolltar Time Deposit must be a depasit
of a domestic commercial bank. The maximum maturity of a
Eurodollar Time Deposit will be limited to sixly days.

- Money Market Mutual Funds. State funds may be invested in money
market mutual funds whose portfalios consist of U. 5. Treasury ’
Securities, U. S. Agency obligations and repurchase agreements fully
collateralized by such securities. A money market mutual fund must
be registered with the Securities and Exchange Commission under the
Investment Company Act of [940 and subject to Rule 2a-7 to gualify

for investment.

- Other short-term instruments. State funds may be invested in other
short-term instruments as they may be developed, subject to the
approval of the Commission.

Safekeeping of Securities

All securities will be held by the State’s custodian, State Street
Bank and Trust Company or by its subcustodian agent; uniess otherwise
directed to another custodian by the Commission. Securities lending by

the safekeeping agent is not permitted.

Delivery vs Payment

In utilizing the delivery versus payment (DVP) process, the State
will not refease funds to the selling institution until the security has been

received by the State’s custodian.

Collateralization

Beginning October 1, 1991 Chapter 10.1 of Title 35 of the General
Laws entitled “Collateralization of Public Deposits” went into effect.

All investments shall be made in accordance with that law.

Competitive Bid Pricing

At all times, investment instruments must be purchased utilizing a
competitive bid process. If a specific maturity date is known, bids
must be requested for instruments meeting that maturity.




24 Portfolio Diversification

State funds held in shoet term instruments will be diversified sufficiently to
reduce overall portfolio risk. Propér diversification will include diversification

by maturity, by instrument and by institution.

24.1 By Maturity

Whenever possible, maturities of investments purchased shall be

scheduled to coincide with projected cash flow requirements.
However, the maturity characteristics of the portfoiio must comply

with the foilowing schedule:

Total Portfolio Required Minimum Percentage

Investments Maturing . of Total Portfolio

1 Year or Under 100%
270 Days or Under 50%
90 Days or Under 25%
10%

30 Days or Under

242 By lnvestment [nstrument

The following schedule will be utilized as maximum percentages
of the State's total short term portfolio:

U. S. Treasury Bills, Notes or Bonds 100% of portfotio '

{J. S. Agency Obligations 75% of portfolio

U. S. Government Money Market Mutual Fund ~ 50% of portfolio-
25% of portfolio

Certificates of Deposit
100% of portfolio

Repurchase Agreements
Commercial Paper/Eurcdollar Time Deposits 15% of portfolio

2.43 By Financial Institution or Corporate Entity

The following schedule will be utilized as maximum percentages

of investments to be purchased from any one issuer as a percentage

of the State’s total short term portfolio.

U. §. Treasury Bills, Notes or Bonds 100% of portfolic

U. S. Agency Obligations 35% of portfolio

U. S. Government Money Market Muttal Fund  35% of portfolio
10% of portfolio

Certificates of Deposit
20% of portfalio

Repurchase Agreements
Commerciat Paper/Eurodollar Time Deposits  15% of portfolio

Note: Any combination of CDs and Commercial Paper and Eurodollar
Time Deposits of one underlying financial institution must not exceed

15% of the total portfolio,

12




2.5

Vendor Sele.btion Criteria

All financial institutions and broker/dealers desiring to become qualified
bidders for investment transactions must supply the following:

Current audited financial report
Proof of National Association of Securities Dealers registration

Certification of having read this investment policy.
A letter from an officer of the financial institution or broker/dealer,

which details the securities to be sold to the State.

The General Treasurer’s office shall maintain a listing of all authorized
financial institutions and broker/dealers. Any financial institution or
broker/dealer is eligible to make a written formal application jo the General
Treasurer’s office and if the institution meets or exceeds the guidelines outlined
below, it will be added to the list. Institutions which subsequently fail to meet

the minimum criteria will be removed.

Notwithstanding any of the foregoing, the General Treasurer’s office reserves
the right, in its sole discretion, to withdraw its approval of any financial

institution or broker/dealer at zny time, without notice. F urthermore,
the criteria for vendor selection and investment consideration are separate

and distinct.

Selection of financial institutions in which the state invests funds will be made
by the General Treasurer’s office, by consulting with creditworthiness research
reports prepared by Veribanc, Inc., a nationally recognized rating service. Ata
minimurn, the General Treasurer’s office will keep these ratings on file and
comment to the Commission quarterly on any changes in ratings.

As & result of the analysis, only those financial institutions
mesting or exceeding the following criteria may be included in the list.

2.5.1 Commercial Banks

(i The financial institution must be covered by Federal Deposit
Insurance

{ii) The financial institution must meet or exceed the following;
a, Existand operate for at least 3 years,

b. A Veribanc rating of yellow one star or better,

c. Return on assets within a six quarter period must
be positive for at least four out of six consecutive-

quarters; and
d. Non performing assets as a percentage of total assets may

not exceed 3%.




2.6
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3.1

Any banking institution that does not meet these minimum
criteria may be approved by exception by the State Investment

Commission,

2.5.2 Broker/Dealers

Only approved broker/dealers will be used by the State. Broker/dealers
must be regulated by the Securitics and Exchange Commission and be
members in good standing of the National Association of Securities
Dealers. In addition, the broker/dealers must meet or exceed the

following criteria:

a. Exist and operate for at least 3 years,
b. Maintain at least $2.5 million in capital, and ]
¢. Return on assets within a six quarter period must be positive

for at least four quarters on a calendar quarter bass.

Any broker/dealer that does not meet these minimum criteria may be approved
by exception by the State [avestment Commission.

Preference for Banks with Outstanding Community Reinvestment Act Ratings

The State’s Linked Deposit Policy is set forth in Rhode Island General Laws
Sections 35-4-4.1 through 35-4-4.7. The policy aims to increase the availability
of capital and banking services in low and moderate income neighborhoods in
Rhode Islarid. The law requires that the State give preference by investing in
institutions achieving an “cutstanding” Community Reinvestment Act rating.

The Guidelines for determining the preference are set forth in Appendix 2.6.

Long Term Investment Policies

Prudent Person Standard

The statutes referred to in Section 1.1.1.3 of this Statement of Investment
Policies provide a list of the types of investments in'which the State
Investment Commission is authorized to invest. However, despite the lists of

enumerated permitted investments, the Commission is also authorized by

Section 35-10-6 to invest the funds within its control and not immediately

required, in accordance with the “prudent person standard”. Section 33-10-6

requires that the Commission “shall adopt a statement of investment objectives
and policies consistent with the prudent person standard™.

- Section 35-10-6(a) defines the prudent person standard as follows:

“hat standard of care employed solely in the interest of the participants
and beneficiaries of the funds and:

T — e
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(&) For the exclusive purpose of:

(i) Providing benefits to participants and their beneficiaries; and
(ii) Defraying reasonable expenses of administering the funds;

(B) With the care, skill, prudence'and diligence under the circumstances
then prevailing that a prudent person acting in a like capacity and :
familiar with these matters would use in the conduct of an enterprise of

a like character and with like aims;

(C) By diversifying the investments of the fund so as to minimize the
risk of large losses, unless under the circumstances it is clearly prudent

not to do so0.”

The State [nvestment Commission may, consistent with §35-10-6(a) and
decisions of the Rhode Island Supreme Court interpreting said statute, consult
the American Law Institute’s Restatement of the Law Third on Trusts, Prudent
Investor Rule, as amended from time to time. The Restatemnent focuses on the
investiment portfolio as a whole and the investment strategy on which it is based,

rather than viewing a specific investment in isolation.

The Commission has engaged Wilshire Associates as its consultant for the
investment program for the Employee’s Retirement System. The fundamental
component of the investment plan is d iversification through an asset aflocation

plan described in Section 3.2 below.

In addition, the Commission has been charged with the responsibility of
investing the funds for the Touro Synagogue Fuad, pursuant to Rlode [sland
General Laws Section 35-9-1. That law requires that the Commission invest the

fund in accordance with the prudent investor rule.

Asset Allocation

In consultation with its consultant, Wilshire Associates, the Commission has

adopted a Strategic Asset Allocation Plan to diversify the types of investments in
which the Employaes’ Retircment System may invest. It allocates the types of
investment styles by percentage of assets of the fund with recommended policy

targets and recommended ranges. The Asset Allocation Plan for the Employees’

. Retirement System is set forth in Appendix 3.2. (For the Alternative

Investments program, the asset allocation within that asset elass s set forth in
Appendix 3.4).

Ta implement its Asset Allocation Plan for the Employees’ Retirement
System, the Comimission engages the services of various investment manager
firms and the Commission grants discretion to each manager to invest the fund’s
assets in accordance with the investment style for which the manager has been

retained.
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3.6

As to the Touro Synagogue Fund, the Commission has engaged Brown

Brothers Harriman & Co. to invest the fund in a diversified portfolio of holdings.

Investment Guidelines for lavestment Managers

Each investment manager retained by the Commission to invest certain funds
of the Employees” Retirement System shall invast in accordance with guidelines
specified by the Commission. The investment guidelines adopted by the

Commission are set forth in Appendix 3.3.
Alternative Investments and Economically Targeted Investments

The Commission adopted a policy for its selection of economically-targeted
investments for the Employees’ Retirement System. In connection with the

“Economically-Targeted Investment Policy” of the Commission, the
Commission also adopted “Alternative Investments Funding Procedures”. Both

of these iterns are set forth in Appendix 3.4.

The Commission has adopted Allocation Guidelines for its Alternative
Investments Program. These Guidelines are set forth in Appendix 3.4,

[n addition, the Commission adopted Alternative Investments Policies and
Procedures which are also set forth in Appendix 3.4,

Emerging Investment Manager Program

The Commission adopted guidelines establishing a policy and precedures for
the Commission’s Emerging Investment Manager Program for the Employees’

Retirement System, as set forth in Appendix 3.5.

Proxy Voting Policy

The Commission’s Proxy Voting Palicy is set forth in Appendix 3.6.

Transaction Execution Policy

The Commission’s Transaction Execution Policy is set forth in Appendix 3.7.

Sefecting Investment Managers, Consultants and Custodians

The Commission’s Rules for Selecting Investment Managers, Consultants and
Custodians are set forth in Appeadix 3.8.
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D. Payments and Conflicts of interest

4.

Pacific Corporate Group Asset Management, Rhode Istand’s ' private equity
consultant, has advised the State that fees paid to placement agents are paid by the private
equity fund and then offset against the management fees of the general partner and have
no financial impact on the Rhode Island State Investment Commission. Townsend,
Rhode Island’s real estate consultant, advised that there were no placement fees paid on

any of the four real estate investments made since the beginning of 2007 (beginning of

current administration).

5.

Pacific Corporate Group Asset Management has returned the following

information regarding placement fees received from the general partners of the State’s

private equity investments:

1. Fenway Partners Capital Fund III

The CFO of the Management Company of the Fund initiates payment after
the approval of the Operating Committee of the Management Company. The
CFO of Fenway Partners is not registered with the SEC or any state regulatory
agency. Mr. Marvin Rosen, Principal for Diamonci Edge Capital Partners,

received the payments. Diamond Edge is registered as a broker-dealer with the

SEC and the National Association of Securities Dealers, Inc., and in the states

where it solicits Investor Prospects.




Fenway paid Diamond Edge $262,500 (1.75 percent of the $15 million
committed capital by Rhode Island). The fee was paid by Fenway and offset
against the management fees of the general partner. Fenway made the payments
in eight equal quarterly installments starting 30 days after the receipt of the capital
commitment. Diamond Edge provided Fenway with additional information on
fund raising because it has expertise in raising capital from institutional investors
and public pension fiunds. These payments were disclosed fo PCG Asset

Management and in audited financial statements of Fenway Partners Capital Fund

oL, L.p.

iI. Perseus Partners VII

Rhode Island has been advised by its private equity consultant Pacific
Corporate Group Asset Management and the General Partner of Perseus Partners

VI, that no placement fees were paid in connection with RISIC’s investment.

II. Point 406 Ventures 1

Rhode Island has been advised by its private equity consultant Pacific
Corporate Group Asset Management and the General Partner of Point 406

Ventures I, that no placement fees were paid in connection with RISIC’s

investment.

IV. Point Judith Venture Fund 1l




Rhode Island has been advised by its private equity consultant Pacific
Corporate Group Asset Management and the General Partner of Point Judith

Venture Fund II, that no placement fees were paid in connection with RISIC’s

investment.

V. Avenue Special Situations Fund V

Rhode Island has been advised by its private equity consultant Pacific
Corporate Group Asset Management and the General Partner of Avenue Special

Situations Fund V, that no placement fees were paid in connection with RISIC’s

investment.

V1. Constellation Ventures III

Constellation Ventures Management III, L.P. made payment on behalf of
its Fund, Constellation Ventures III. The signatory on the check was Denise
Moore, Vice President and Senior Finance Operations Manager for JP Morgan
Chase Bank, Corporate Finance Controllers Office. (JP Morgan, through its
controlling subsidiaries, owns a controlling interest in Constellation Growth
Capital, LLC, which serves as the managing member of the General Partner.)
Neither the General Partner, nor Denise Moore is registered with the SEC or state
regulatory authority.

Constellation paid Diamond Edge Capital Partners, LLC $262,500 (1.75
percent of the total capital commitment in Constellation Ventures Il by Rhode

Island) in one payment on October 24, 2008, The fee was paid by Constellation




and offset against the management fees of the general partner. In return, Diamond

Edge served as a placement agent with respect to ERSRI’s capital commitment to

Constellation Ventures III.

Constellation Ventures Management notified ERSRI that it had agreed to
pay a percentage of the capital commitment to Diamond Edge. The General
Partner made the payment and did not charge ERSRI. Constellation Ventures
Management disclosed the payment in an investor disclosure statement delivered

to and acknowledged by, Frank T. Caprio, General Treasurer, on behalf of the

Rhode Island State Pension Plan.

VII. Green Equity Investors V

Rhode Island has been advised by its private equity consultant Pacific
Corporate Group Asset Management and the General Partner of Green Equity

Investors V, that no placement fees were paid in connection with RISIC’s

investment.

VIII. Lighthouse Capital Partners VI

Rhode Island has been advised by its private equity consultant Pacific
Corporate Group Asset Management and the General Partner of Lighthouse

Capital Partners VI, that no placement fees were paid in connection with RISIC’s

investment.

I1X. Providence Equity Partners VI




Rhode Island has been advised by its private equity consultant Pacific
Corporate Group Asset Management and the General Partner of Providence

Equity Partners VI, that no placement fees were paid in connection with RISIC’s

investment.

X. Trilantic Partners IV

Rhode Istand has been advised by its private equity consultant Pacific
Corporate Group Asset Management and the General Partner of Trilantic Pariners

IV, that no placement fees were paid in connection with RISIC’s mvestment.

XI. W Capital I

W Capital Management did not name a specific individual who made
payments and the position he/she held. Rather, W Capital Management names
itself as the person who made payments on behalf of the Fund, W Capital II. W
Capital Management is not registered with the SEC.

W Capital Management made payment to Probitas Funds Group, LLC, a
licensed broker-dealer, registered with the SEC, in the amount of $76,985. The
fee was paid by W Capital Management and offset against the management fees
of the general partner. The fee was based on the total monies raised for the fund
from all investors, save certain affiliates of the issuer. Probitas waived 20 percent
6f its cash fee in exchange for an interest in the general partner’s carried interest.

W Capital Management states that Probitas provided the following

services:




1. Oversight of the general marketing program for the proposed offering

2. Advice regarding the structure and size of the Fund, and the timing and
strategy of the private placement

3. Identification and contact with prospective investors in the Fund

4. Advice regarding the expectations of investors in the -current market
environment

5. Assistance in negotiations with such prospective investors

6. Preparation of the Offering Materials

7. Preparation of a due diligence package for prospective investors

XII. WLR Recovery Fund IV

Rhode Island has been advised by its private equity consultant Pacific
Corporate Group Asset Management and the General Partner of WLR Recovery

Fund IV, that no placement fees were paid in connection with RISIC’s

investment.

XIII. Apollo Investment Fund VII

Apollo Management VII, L.P. made payments on behalf of Apollo
Investment Fund VII, L.P. Apollo Management VII is a wholly owned subsidiary
of Apollo Management, L.P., an investment advisor registered with the SEC.

Apollo Management made payment to Diamond Edge Capital, LLC,
which is also registered with the SEC, in the amount of $437,500 (1.75 percent of

ERSRI’s commitment) payable in seven installments over a three year period. The




fee was paid by Apollo and offset against the management fees of the general
partner. Diamond Edge assisted in securing ERSRI’s commitment to invest in
Apollo Investment Fund VII. Apollo states that it disclosed the payment in

question to ERSRI, but it did not specify the time, place and manner of disclosure.

X1V. Bain Capital Fund X

Rhode Island has been advised by its private equity consultant Pacific
Corporate Group Asset Management and the General Partner of Bain Capital

Fund X, that no placement fees were paid in connection with RISIC’s investment.

XV. CVC EBuropean Equity Partners V

Rhode Istand has been advised by its private equity consultant Pacific
Corporate Group Asset Management and the General Partner of CVC European

Equity Partners V, that no placement fees were paid in connection with RISIC’s

investment.

XVI. Nordic Capital VII

Nordic Capital states that the General Partner did not pay advisory fees to
the global fund raising advisor in relation to Rhode Island’s commitment. Nordic
Capital notes that it was following a global fund raising advisory agreement,
where the advisory fee was to be paid in respect of commitments raised during the
term of the global fund raising advisory agreement but only to the extent that such

commitments were in excess of a specified threshold. Consequentially, no




payment was made with respect to Rhode Island’s commitment to Nordic Capital

VIL

XVII. Paladin III
Rhode Island has been advised by its private equity consultant Pacific
Corporate Group Asset Management and the General Partner of Paladin 111, that

no placement fees were paid in connection with RISIC’s investment.

XVII. TPG Partners VI

Rhode Island has been advised by its private equity consultant Pacific
Corporate Group Asset Management and the General Partner of TPG Partners VI,

that no placement fees were paid in connection with RISIC’s investment.




