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ERSRI Board:
Seth Magaziner
General Treasurer

Chair

William B. Finelli
Vice Chair

Roger P. Boudreau
Mark A. Carruolo
Brian M. Daniels
Michael DiBiase
Paul L. Dion
Thomas M. Lambert
John P. Maguire
Marianne F. Monte
Thomas A. Mullaney
Claire M. Newell
Marcia B. Reback
Jean Rondeau

Laura Shawhughes

Frank J. Karpinski
Executive Director

ERSRI Memorandum

Date: June 7, 2017
To: Retirement Board
From:  FrankJ. Karpinski, Executive Director

Subject: June 2017 Monthly Board Meeting

The Monthly Meeting of the Retirement Board will be held at 10:00 a.m.
on Wednesday, June 14, 2017 on the 2" Floor Board Room at 50 Service
Avenue, Warwick. The estimated time of the Board meeting will be 1
hour.

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

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

50 Service Avenue 2™ Floor, Warwick, Rl 02886-1021 (401) 462-7600 Fax: (401) 462-7691
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III.
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VII.
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IX.

EMPLOYEES’ RETIREMENT SYSTEM OF RHODE ISLAND
RETIREMENT BOARD MONTHLY MEETING

Wednesday, June 14, 2017
10:00 a.m.
2nd Floor Conference Room
50 Service Avenue, Warwick, RI

Chairperson Call to Order

*Approval of the Draft Meeting Minutes and the Draft Executive Session
Minutes of the May 15, 2017 Retirement Board Meeting

Chairperson’s Report

Executive Director’s Report

Administrative Decisions

Disability Appeal — Diane M. Bruno vs. ERSRI

Approval of the May Pensions as Presented by ERSRI

Legal Counsel Report

Committee Report

Administration, Audit, Risk and Compliance Subcommittee
Disability Subcommittee — See Attachment I

Adjournment

*Board members may seek to convene in Executive Session pursuant to Rhode
Island General Laws §42-46-5 (a)(2) to discuss pending and potential litigation
involving the Retirement Board.




Attachment 1

Disability Applications and Hearings on Friday, June 9, 2017

Daniel Cook

Nellie Richardson

Robert Campolattano

Vegrar Sumo

Kevin Soares

Debora Hillman

Matthew Fraza

Gail Townsend

Barry Sepe

Joseph Oliver




II.

I11.

Employees’ Retirement Board of Rhode Island
Monthly Meeting Minutes
Monday, May 15, 2017
9:00 a.m.
2nd Floor Conference Room, 50 Service Avenue

The Monthly Meeting of the Retirement Board was called to order at 9:08 a.m. Monday,
May 15, 2017, in the 27d Floor Conference Room, 50 Service Avenue, Warwick, RI.

Roll Call of Members

The following members were present at roll call: General Treasurer Seth Magaziner; Vice
Chair William B. Finelli; Roger P. Boudreau; Mark A. Carruolo; Brian M. Daniels; Michael
DiBiase; Paul L. Dion, Ph.D.; Thomas M. Lambert; John P. Maguire; Thomas A.
Mullaney; Claire M. Newell; MarCIaB Reback Jean Rondeau and Dr. Laura Shawhughes.

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

Recognizing a quorum, Treasurer Magazmer called the meeting to order.
Approval of Minutes

On a motion by Claire Newell and seconded by Thomas A. Mullaney, it was unanimously

VOTED: To approve the draft regular minutes and the draft executive
session minutes of the April 12, 2017 meeting of the Retirement Board of the
Employees’ Retirement System of Rhode Island.

Chairperson’s Report

Treasurer Magaziner introduCed the new Chief Investment Officer (CIO) Mr. Alec Stais
and said he will be working with the interim CIO Tim Nguyen.

Executive Director’s Report

Director Karpinski apprlsed the Board they were in possession of the Disability
Subcommittee Report dated May 8, 2017, the Pension Application Report, two

memorandums from Gabriel, Roeder Smith and Company (GRS) and a revised
presentation of the 2017 Actuamal Experience Study by GRS.

Director Karpinski apprised the Board that the Member Services Subcommittee charter
was approved at their April 12, 2017 meeting. The Director apprised the Board that
included in their book, they have been provided the final version of the approved charter
for their consideration.

On a motion by Marcia B. Reback and seconded by John P. Maguire, it was unanimously

VOTED: To approve the Employees’ Retirement System of Rhode Island
Charter for the Member Services Subcommittee.
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Director Karpinski reminded the Board that the Governance Subcommittee also met on
April 12, 2017 and noted that both Chairman Maguire and Chairperson Reback will
provide their updates during the Committee Reports.

Director Karpinski apprised the Board that both the Administration, Audit, Risk and
Compliance and Member Services Subcommittees will meet on June 14, 2017.

Regarding the MERS delinquency report, Director Karpinski updated the Board that the
Town of North Providence is now current.

Presentation and Potential Approval of the Actuarial Experience Study by
Gabriel, Roeder, Smith and Company for the Six-Year Period Ending June
30, 2016

Treasurer Magaziner reminded the Board that the approval of the experience study is one
of the Board’s most important tasks, and that the adoption of reasonable assumptions is
critical to 1nsur1ng the long-term health of the fund. He said as fiduciaries of the Trust,
the Board’s duty is to the members of the plan, and trustees must act in the best interest
of the health of the Retirement System. =

Treasurer Magaziner then introduced Mr Joseph P. Newton, FSA, of Gabriel, Roeder,
Smith and Company (GRS) to present the Actuarial Experlence Study for the Six-Year
Period Ending June 30, 2016 to the Board. :

Mr. Newton apprised the Board that the prlmary purpose of the annual actuarial
valuation is to either set or assess the adequacy of the contribution (funding) policy. He
said the purpose of the experience study is to review the actuarial assumptions and
methods that are utilized to develop each of the outputs of an actuarial valuation process.

Mr. Newton noted that ERSRI practice is to perform the analysis every three years.

Mr. Newton hlghhghted his general ﬁndmgs notlng ‘that future economic growth is likely
to continue to be suppressed compared to historical levels and current wage inflation and
projected payroll growth needs to be lowered. He said retirees continue to live longer,
and the expectatlons for t es of future improvement in life expectancies should be
mbers are pushing off retirement, and retiring later than
ates that most of the other existing assumptions continue to

prewously prOJected He |
be approprlate '

Mr. Newton provided the Board mthasummary of recommendations. Specifically, major
recommendations included lowering the inflation assumption from 2.75% to 2.50%,
which lowers the nominal investment return assumption from 7.50% to 7.25%, the
nominal wage inflation ~assumption from 3.25% to 3.00% and the expected CPI Cola
formula from 2. 40" 10.2.30% (Net Contingent 2.15%)

For moderate recommendations Mr. Newton recommended small changes to individual
merit and promotion portion of salary scales, lower nominal payroll growth rate to 3.00%
for all groups except Teachers and decreasing probability of retirement (extend working
career) for most groups. For a minor recommendation, he said there is a small
adjustment to disability patterns (i.e. fewer disabilities).

Mr. Newton said the assumed inflation rate (currently 2.75% per year) is not used directly
in the actuarial valuation, but it impacts the development of investment return
assumption; cost of living adjustments; salary increase assumptions and payroll growth
rate (budget growth rate).

Mr. Newton recommended lowering the inflation assumption to 2.50% since it is closer
to recent levels; closer to levels expected in the bond market; closer to investment
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consultants and professional forecaster estimates. He provided to the Board the following
graph noting inflation is the first building block for other economic assumptions

Decreasing the inflation assumption, by
@) default, lowers the nominal values for the
' . other economic assumptions

8.00% -
7.00% -
6.00% -
5.00%
4.00% -
3.00% .
2.00% - s 0-15% I Inflation
1.00% -

0.00% R S g o _—

Investment Individual General Inflation Contingent

Retumn Salary Wage COLA

Increases Inflation

5%

i Spread

P sed A tion Set for State Empl
13mpo ssumption or State Employees GRS

Mr. Newton provided a review process on the investment return assumption, noting that
there may be no single “correct” answer. He noted the current assumption is 7.50% based
on a 2. 75% inflation assumption (real return of 4.75%). He noted the assumption is
selected using a process that considers historical investment performance comparison
with peers, ERSRI target asset allocation and most 1mp0rtantly, economic capital market
expectations. ,

Mr. Newton then pfoVided to the Board a graph of the history of net market returns:

e History of Market Returns (Net)

7.50%
X S S s S
0.0% . . . i
1 Year Return Last 5 Years Last 10 Years Since 1995
-2.0%

Returns are measured for each fiscal vear ending June 30, 2016
20-vear geometric average: 2%
Return FYTD ix 2017 so far is above the 7.50%

Y GRS
Mr. Newton recommended decreasing the investment return assumption to at least 7.25%
which would leave the expected real return assumption at 4.75%. He said the 7.25%
assumption over the next 10 years has a 46.5% probability of meeting or exceeding 7.25%.
However, Mr. Newton said if the Board is uncomfortable with the low probability of
achieving the 7.25% return, they should consider a move to 7.00%.

Mr. Newton then discussed the wage assumptions. He said they should be consistent and
tied to inflation. He said general wage inflation (GWI) (inflation plus real wage growth in
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the general economy), also represents the overall budget growth of the Plan Sponsor. He
said it is used to project revenue growth and determine the funding period. It is currently
3.25% (2.75% + 0.50%) and said it would be 3.00% after the change to inflation (2.50% +
0.50%).

Mr. Newton then discussed and recommended the following changes to salary increase
assumptions:

a. For State Employees, lower the ultimate component of the salary schedules from
3.50% to 3.25%. Slight change in step rates.

b. For Teachers, lower the ultimate component of the salary schedules from 3.50% to
3.00%.

c. For General MERS Employees, lower the ultimate component of the salary
schedules from 3.50% to 3.25%. Slight change in step rates.

d. For MERS Public Safety Employees, no change to the current 4.00% ultimate
component. , :

Mr. Newton then discussed and recommended a reductlon in the payroll growth rate
assumption from 3.25% to 3.00% for groups except for Teachers where the reduction
would go from 3.00% to 2.50%.

Mr. Newton next discussed post—retlrement mortality and sald in. settlng the longevity
assumption, the actuary must make two decisions, namely, how long are annuitants
currently living and what improvement in longevity is expected in the future? After
discussion, he recommended updating the base mortality table to variants of the most
recently published RP-2014 tables. For the projected improvement assumption, he
recommended U-MP.(medium) tables and he was recommending ERSRI continue to use
a fully generatlonal approach to pro;ect futur mortahty improvement.

9fund1ng strategy that considered the 50%, or
eturn assumption.

Mr. Newton then dlscussed an alternati
lower, probablhty of ach1ev1ng a7.25%

Mr. Newton told the Board .

a iowerlng th ,,,mvestment return assumption to 7.0% is the
ablhty of ach1ev1ng the assumption. However, by default,
tion requlrements over the short term. He said the current
ully recogmze the increase in normal cost in FY2020 and then

fully reco gmzmg the increase in normal cost in FY2020 and then split
the UAAL 1nto 4 pa d setup 4 individual amortization schedules over FY2021-
FY2040, FY2022- FY2041 FY2023-FY2042, FY2024-2043. This plan would reduce the
near-term budget impact of the assumption change, and increase costs somewhat over
the full term of each new amortization period.

Mr. Newton said the staggering method would have very low impact in 2020, followed by
an increasing pattern in FY2021 to 2024. His strategy would formulate an approach
where the amount of each year’s layer is varied to create a level contribution rate increase
over each of the five years and he also decreased the amortization period for the staggered
layers to maintain the projected date at which the system will reach 80% funded.

Mr. Newton used the following graph to demonstrate the methodology:
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” Projected Amortization Layer
. . Contribution Rates: Staggered
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Mr. Newton said the timing of the impact are for use in the upcoming June 30, 2017
actuarial valuations and he is not recommending nor anticipating a change to the FY2019
contributions that have already been approved by the Board. The f1rst impact will be in
the FY2020 contribution rates.

Mr. Newton then provided the Board with the followmg actuanal impacts using the
FY2016 valuation data for illustrative purposes only:

Stte Employees
e sons and Assumptions end | Assumptions snd | Assumphions md
! Methods @ Methods @ Methods @
7.28% 7.00% 7.00%
w/ Stagger |
Normal cost £.59% 8.61% 9.07% 9.07%
{Unfunded actuarial accrued liability $1.936 million | $2.067 million | $2,173 million | $2.173 million
Funded ratio $6.0% 54.4% 33.2% $3.2%
Projected FY 2020 Annial Required Contribution
a. Perceut of payroll 26.11% 27.77% 29.00% 26.80%
b. Projected Pryroll $763 million $756 million $756 million $756 million
<, Estimated dollar amount $199.2 million | $209.9 miltion | $219.2 million | $202.6 million

These are illustrative only. The 2016 valuation results will not be restated and actual 2020
Contributions will be determined in the 2017 valuation.

Ultimate Rate in Stagger Scenario is 29.56%

Teachers
: Ry ended | R ded | R mended
Tem sons and Assumptions and | Assumptions and | Assumptions and
M M‘ Metbods @ Methods @ Methods @
7.25% 7.00% 7.00%
w/ Stagger
Nomual cost 7.84% 7.73% 8.19% 8.19%
Unfunded actuarial d liability $2.694 willion | $2.857 million | $3.018 million | $3.018 million
Funded ratio $8.3% $6.9% 35.6% $5.6%
Projected FY 2020 Aannual Reguired Contribution
a. Percent of payroll 24.04% 25.83% 27.22% 24.78%
b. Projected Payroll $1,103 million | $1.082 million | $1.082 million | $1,082 million
¢. Estimated dollar amount $265.2 million | $279.6 million | $294.6 million | $268.2 million

These are illustrative only. The 2016 valuation results will not be restated and actual 2020
Contributions will be determined in the 2017 valuation.

Uitimate Rate in Stagger Scenario is 27.74%
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MERS General
Current " S i
Ttem Assumptions and | #7mptions and | Assumuptions aod | Assumptions aad
Methods g e
7.25% 7.00% 7.00%
i Stagger |
Normal cost $.82% 8.92% 9.36% 9.36%
Unfunded actuarial accrued liability $178 million $211 million $238 million $238 million
Funded ratio £4.40% §2.00% 80.20% £80.20%
Projected FY 2020 Annual Required Contribution
a. Percent of pavroil 12.76% 13.98% 15.07% 13.32%
b. Projected Payroll £265 million $263 milhion $263 million $263 million
¢. Estimated dollar amouut $33.9 million $36.7 million $39.6 million $35.0 nullion

These are illustrative only. The 2016 valuation results will not be restated and actual 2020
Contributions will be determined in the 2017 valuation.

Ultimate Rate in Stagger Scenario is 15.40%

-
MERS Police and Fire
R Adnd Adad R dad
Qurent ‘Assumptions and :;:\c::::m and | Assumphons and
Boem Asmnphor " 09| Methods@ | Methods@ | Methods@
Metho 7.25% 7.00% 7.00%
wi Stagger
Normal cost 18.58% 19.40% 20.46% 20.46%
Unfunded actuarial accrued hability $120 miltion $135 milion $154 million $154 milion
Funded ratio 80.30% 78.40% 76.10% 76.10%
Projected FY 2020 Annwal Required Contribution
a. Percent of payroll 17.8%% 20.05% 22.65% 19 9%
b. Projected Payrolt $111 million $109 million $109 million $109 million
¢. Estinated dollar amount $19.8 million $21.8 million $24.7 million $£21.8 million

These are illustrative only. The 2016 valuation results will not be restated and actual 2020
Contributions will be determined in the 2017 valuation.

Ultimate Rate in Stagger Scenario is 23.03%

Teacher Survivor Benefit Plan

Recommended . | Recommended
Ttem As cw 3 Assumptions and | Assumptions and
| Metods@ | Methods @
7.25% 7.00%
Unfunded actuanial accrued liability -$100 million -$30 million -§84 million
Funded ratio 153.3% 146.0% 141.2%
Dlustrated FY 2020 Annual Required Contribution
a_Annual Member Contribution | $96 ] $96 ] $96

In summary, Mr. Newton informed the Board that combined with the other
recommendations, either assumption of 7.25% or 7.00% is an appropriate rate. He said
he is also comfortable with a reasonable phase-in to the higher contribution amounts in
conjunction with the 7.00% scenario. Lastly, he believes either of these scenarios provide
a better reflection of future experience and will provide more stability when compared to
the current assumption set.

Treasurer Magaziner apprised the Board that his first choice is the 7% staggered plan as
he feels that 7% is a realistic assumption, in line with the real return assumptions from
PCA and other consultants and due to the volatility penalty, the longer the time horizon
the lower the real return projection would be. He said he is also sensitive to the fact that
the State, cities, towns and schools need time to plan and budget for a change. The
Treasurer summarized his thoughts saying that having a high assumed rate of return will
generate long-term costs if the rate is not attained and his goal is having a sustainable
System, reliability for employees and affordability for employers.

Page |6

May 15, 2017




Treasurer Magaziner introduced Mr. John Burns of Pension Consulting Alliance (PCA) to
speak to the Board. Mr. Burns noted, as he did in the February board meeting, to expect
interest rates to rise from historically low levels and expected returns are relatively low
compared to long-term data due to the starting point. He said the inflation rate projected
by GRS is 2.5% while PCA uses 2.25%. Mr. Burns told the Board that reasonably for 10
years 2.25% is practical but 30 years out as GRS indicates, their assumption of 2.5% is
reasonable. He closed noting that PCA’s assumptions are quite in line with GRS’s.

Treasurer Magaziner apprised the Board that the RI Association of Firefighters provided
him a memo that he read into the record that they are opposed to changing the assumed
rate of return on the basis that they note today most plans still use the rate of return of
7.5% or higher. Their memo also noted that they wanted to see how the System’s
performance would be after the transition away from hedge funds before making a rate
change. ,

After questions and discussion, a motion was made by Marcia B. Reback and seconded by
Jean Rondeau to approve the following experience study recommendations made by GRS
in the draft experience study report except for using the 7.00% investment return
assumption with the contribution increase stagger rather than the 7.25% noted in the
report, for use in the June 30, 2017 actuarlal valuations: b

1.  Decrease the general inflation assumptlon from 2.75% to 2. 50%

2 Decrease the nominal mvestment return assumptlon from 7. 50% to 7.00%.

3. Decrease the general wage growth assumptlon from 3.25% to 3.00%.

4. Changes to salary increase assumptlons

a. For State Employees, lower the ultlmate component of the salary schedules

from 3. 50% 10 3.25%. Shght change in step rates.
b. For Teachers, lower the ult 1ate component of the salary schedules from
3. 50% t0 3.00%. .
c. For General MERS. Employees, lower the ultimate component of the salary

- schedules from 3. 50% to 3. 25?/ _Slight change in step rates.
d. For MERS Publlc Safety Employees, no change to the current 4.00%
L ultimate component
5.  Reduce the payroll growth rate assumption from 3.25% to 3.00% for groups except
Teachers For Teac 'hers, reduce from 3.00% to 2.50% payroll growth rate.

6. Decreasethe assumption for the contingent post-retirement benefit adjustments
to be 2.15% per ye

etirement mortality tables to variants of the RP-2014 table. For
scale, update to the ultimate rates of the MP-2016 projection

8. For State Employees, Teachers, and General MERS retirement rates, decrease the
probability of retirement during the first year of eligibility. Remove load at first
eligibility for MERS PF.

9. Slightly modify the rates of disability for most groups based on the experience of
the individual group.

A roll call vote was taken, and the following members were present and voted Yea:
General Treasurer Seth Magaziner; Vice Chair William B. Finelli; Roger P. Boudreau;
Mark A. Carruolo; Brian M. Daniels; Michael DiBiase; Thomas M. Lambert; John P.
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VII.

Maguire; Thomas A. Mullaney; Claire M. Newell; Marcia B. Reback; Jean Rondeau and
Dr. Laura Shawhughes. The following voted Nay: Paul L. Dion, Ph.D. It was

VOTED: To Accept the Recommendations in the Actuarial Experience Study
by Gabriel, Roeder, Smith and Company for the Six-Year Period Ending June
30, 2016 as presented with the 7.00% investment return assumption and
contribution increase stagger for use in the 2017 Actuarial Valuation.

Administrative Decisions
None this month
Approval of the April Pensions as Presented by ERSRI

On a motion by Roger P. Boudreau and seconded by Thomas A. Mullaney, it was
unanimously ~ ~

VOTED: To approve the April pensiqns' as presented,
Legal Counsel Report 4

Attorney Robinson had no updates to the May 2017 thlgatlon Report included in the
Board book.

Attorney Robinson said the matter on the agenda of United States ofAmerzca v. Ambulai
R. Sheku, CR No. 16-091S is a consideration of potential pension revocation action
pursuant to R.I.G.L. §36-10.1-1, et seq of the Pubhc Employee Pension Revocation and
Reduction Act (PEP) - ‘

Attorney Robmsen suggested thata motlon would be in order for the Board to convene in
Executive Session to discuss the pending and potential litigation involving the Retirement
Board pursuant to Rhede I d,,General Laws section §42-46-5 (a)(2).

Consistent with Rhode Island General Laws section §42-46-5 (a)(2) regarding pending
and potential litigation involving the Retirement System, a motion was made by Marcia
B. Reback and seconded by William B. Finelli to convene the Board in Executive Session
to discuss the matter on the agenda namely United States of America v. Ambulai R.
Sheku, CR. No 16-091S. ,

A roll call vote was taken to enter Executive Session, and the following members were
present and voted Yea: General Treasurer Seth Magaziner; Vice Chair William B. Finelli;
Roger P. Boudreau; Mark A. Carruolo; Brian M. Daniels; Michael DiBiase; Paul L. Dion,
Ph.D.; Thomas M. Lambert; John P. Maguire; Thomas A. Mullaney; Claire M. Newell;
Marcia B. Reback; Jean Rondeau and Dr. Laura Shawhughes. It was unanimously

VOTED: To convene the Board into Executive Session pursuant to Rhode
Island General Laws section §42-46-5 (a)(2) to discuss the potential
initiation of a pension revocation action against Ambulai R. Sheku, pursuant
to R.I.G.L. §36-10.1-1, et seq., the Public Employee Pension Revocation and
Reduction Act (PEPRRA), following his conviction in the matter of United
States of America v. Ambulai R. Sheku, CR No. 16-091S.

[Executive Session]

The Board thereafter convened in executive session.

[Return to Open Session]
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Upon returning to open session, Board Counsel Michael P. Robinson noted for the record
that three votes had been taken in Executive Session. The first motion was unanimous to
authorize Board Counsel to initiate a Public Employee Pension Revocation and Reduction
Act (PEPRRA) lawsuit against Ambulai R. Sheku pursuant to R.I.G.L. §36-10.1-1, et seq.

A second motion was made to seal the executive session minutes by Michael DiBiase and
seconded by John P. Maguire pursuant to R.I.G.L. §42-46-4(b) and §42-46-5 (a)(2), as
the discussion involved confidential attorney client communications, and discussions
related to the System’s litigation strategy with regard to a pension revocation and/or
reduction action against Ambulair R. Sheku.

A roll call vote was taken to seal the minutes, and the following members were present
and voted Yea: General Treasurer Seth Magaziner; Vice Chair William B. Finelli; Roger
P. Boudreau; Mark A. Carruolo; Brian M. Daniels; Michael DiBiase; Thomas M. Lambert;
John P. Maguire; Thomas A. Mullaney; Claire M. Newell; Marcia B. Reback; Jean
Rondeau and Dr. Laura Shawhughes. The followmg voted Nay: Paul L. Dion, Ph D. It
was then

VOTED: To seal the executive sessxon mlnutes

A third motion was made by Roger P. Boudreau and seconded by Clalre Newell and it was
unanimously : ~

VOTED: To exit executive sessmn and return to open sessmn.
VIII. Committee Report

Disability Subcommlttee.

The Disability Subcommlttee recommended the followmg actions on disability
applications for approval by the full Board as a result of its meeting on Monday, May 8,

2017:
Name - . Membershlp Type Action
1. Laura Barzykowski Sta;e Accidental The Board’s 2/8/17
- . Reconsideration decision to deny the
member an
accidental disability
pension was
overturned.
- Approved at 50%
2. Joyce Garrett State Accidental Approve at 50%
3. Claudette Iacovone Municipal Accidental Approve at 66 2/3%
4. Francis Mansi, Jr. Municipal Accidental/Deny  Ordinary/Approve
5. Cynthia Meeks Teacher Accidental/Deny  Ordinary/Approve
6. Rosemary Colon State Accidental Approve at 66
2/3%
7. Peter Gesualdi State Accidental/Deny  Ordinary/Approve
8. Mary Demers State Accidental/Deny  Ordinary/Approve
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Name Membership Type Action

Group
9. Jane Murray ‘Teacher Ordinary Approve
10. Ronald Rounds Teacher Ordinary Approve
11. Debra Lancia Teacher ' Ordinary Approve

Chairman Finelli asked as Vice Chair Dr. Laura Shawhughes to report the following vote
since he needed to recuse on item No. 1.

On a motion by Roger P. Boudreau and seconded by Thomas M. Lambert, it was
unanimously

VOTED: To approve the recommendation of the Disability Subcommittee
meeting of Monday, May 8, 2017 onitem 1.

Claire Newell and William B. Finelli recused themselves from the vote on number 1.

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

VOTED: To approve the recommendatlon of the Dlsahllty Subcommittee
meeting of Monday, May 8, 2017 on ltems 2 and 6.

Claire M. Newell recused herself from the vote on numbers 2 and 6.
On a motion by William B. F 1nelh and seconded by Claire Newell, it was unanimously

VOTED: To approve the recommendatlon of the Disability Subcommittee
meeting of Monday, May 8, 2017 on iter ns 3, 5,9 and 11.

John P. Maguire : recused hlmself from :the vote on numbers 3, 5, 9 and 11.

On a motion by Wllham B. Fmelh and seconded by Claire Newell, it was unanimously

VOTED: To approve the, recommendatlon of the Disability Subcommittee
meetmg of Monday, May 8, 2017 on ltems 4,7, 8 and 10.

Governance Subcomml tee:

Chalrman Maguire sald.the Governance Subcommittee met on April 12, 2017. The
Subcommlttee discussed the Board’s annual calendar as well as its yearly calendar to
better focus on time sensi ve matters and be cognizant of the standard types of meetings,

e.g. review of disabilities, budget, actuarial valuations, etc. The Subcommittee then
decided to obtain additional information from other retirement systems in terms of
evaluations of executive directors. Lastly the Subcommittee also agreed the Board should
be engaged in its process on strategic planning with the opportunity at the offsite May 12,
2017 Board Fiduciary Training.

Member Services Subcommittee:

Chairperson Reback said the Member Services Subcommittee met on April 12, 2017 for
its first meeting. The Subcommittee unanimously voted to elect Roger P. Boudreau as the
Vice Chairman of the Member Services Subcommittee. She said the committee adopted
its charter which has been provided in the Board book for acceptance today. A
presentation was provided by Kate Brock, Director of Member Services on ERSRI
Member Services’ Operations, with the process of membership application to a member
collecting one’s pension. Ms. Reback said due to time limitations, the presentation will
be completed at their next subcommittee meeting, along with a presentation from Chief
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IX.

Financial Officer Zachary Saul on the process of wage and contribution processing. She
also said that at their next meeting establishing priorities would be addressed and wanted
to thank Treasurer Magaziner, Director Karpinski, Director Brock and CFO Saul for their

implementation of this process.

Treasurer Magaziner apprised the Board that Assistant Director Diane Bourne will be
retiring on May 26, 2017, and a celebration of cake and best of wishes would begin
momentarily as the meeting adjourns.

Adjournment

There being no other business to come before the Board, on a motion by Roger P.
Boudreau and seconded by William B. Finelli, the meeting adjourned at 11:40 a.m.

Respectfully submitted,

Frank J. Karpinski
Executive Director
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ERSRI Board:
Seth Magaziner
General Treasurer

Chair

William B. Finelli
Vice Chair

Roger P. Boudreau
Mark A. Carruolo
Brian M. Daniels
Michael DiBiase
Paul L. Dion
Thomas M. Lambert
John P. Maguire
Marianne F. Monte
Thomas A. Mullaney
Claire M. Newell
Marcia B. Reback
Jean Rondeau

Laura Shawhughes

Frank J. Karpinski
Executive Director

ERSRI Memorandum

Date: June 7, 2017

To: Retirement Board

From: Frank J. Karpinski, Executive Director
Subject: Post Retirement Employment Reports

Enclosed are the listings of reported retirees working under the various post-retirement
employment statutes.

For the K-12 schools and municipalities, the column Number of Days lists the up-to-
date totals of working days provided by the agency(ies) to ERSRI. Subsequently, if a
retiree works for more than one agency or works in a different position, the column to
its right No. Days--Split indicates the break down. For both the state
colleges/universities and nursing, the column Earnings (gross) lists the up-to-date
dollar earnings and to its right the Earnings—Split column provides a break down as
indicated if any.

Non-substitute teacher positions must be certified by the school as posted but unable to
be filled with a non-retiree. Depending on the position being filled, a retired employee
who returned to work as a substitute teacher is indicated by a 7itle/Function column as
PRSB.

If a retired employee is returning to work as an administrator, guidance counselor, or
other certified position in a school department, this is considered a vacancy position
and labeled in the Title/Function column as PRAM. Certification letters (good faith
letter) need to be provided by the agency and forwarded to ERSRI consistent with
RIGL §16-16-24.

Municipal retirees returning to work in a school system are indicated in the 7itle/
Function column as PRMS. Municipal retirees returning to work for a participating
city/town are indicated as PRME. Retirees working for a State College/University and
allowed to earn up to $15,000 gross yearly is indicated by PRST and for registered
nurses working in a State facility indicated as PRNR.

Persons exceeding the statutory limitations are notified by mail or email and provided
an opportunity to dispute the reports received by this office, prior to ‘docking’ or
suspension of their benefit.

50 Service Avenue 2™ Floor, Warwick, RI 02886-1021 (401) 462-7600 Fax: (401) 462-7691
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EMPLOYEES' RETIREMENT SYSTEM OF THE STATE OF RHODE ISLAND
REPORT AS OF JUNE 2017

ON LITIGATED MATTERS FILED BY OR AGAINST ERSRI

I. MATTERS WITH PROCEDURAL OR SUBSTANTIVE CHANGES

Timothy Koback v. Employees’ Retirement System of Rhode Island
Workers’ Compensation Court; No. 201607082

Change. Timothy Koback, a Woonsocket firefighter, appeals the denial of his application for an
accidental disability pension pursuant to R.1.G.L. §45-21.2-9 to the Workers’ Compensation
Court. ERSRI has filed the designation of record with the court. The Woonsocket Human
Resources Director has been deposed, and the matter has been scheduled for a status conference
on May 23, 2017. The applicant’s initial petition for benefits was denied, and a claim for
trial taken. An initial conference for the purposes of identifying trial evidence, has been
scheduled for June 13.

Damon Borrelli v. Employees’ Retirement System of Rhode Island (ERSRI).
Providence Superior Court; C.A. No. PC-2016-2817

Change. Plaintiff, a South Kingstown Police Officer, appeals the denial of his application for an
accidental disability pension. ERSRI has filed an Answer to Mr. Borelli’s First Amended
Complaint, and the Designation of Record of Administrative Appeal with the court. The Town
of South Kingstown has filed a motion to intervene in the action, and Mr. Borrelli has
opposed that motion. The motion is scheduled for hearing on June 6, 2017.

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

Change. This Administrative Appeal arises from Mary Zayat’s claims that ERSRI wrongfully
denied her application for an accidental disability pension. Ms. Zayat was a Probation and
Parole Counselor with the Department of Corrections. The Retirement System’s Answer was
filed on February 22, 2012. The Designation of Record of Administrative Appeal was filed on
February 23, 2012. Ms. Zayat has passed away, and counsel for the parties are discussing
the status of the continued litigation.

Mitchell Adams, Frank Andre, Eric Bazzle, Stephen Bishop, James Bomba, Gerald
Capaldi, Robert Cardin, Anthony Ceprano, David Dilorio, James P. Grande, Sr., Robert
Morrissey, Douglas Randall, Anthony Rossi, Kenneth Scandariato, David Vartian, John
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Wheeler, and Andrew Zarlenga v. The Town of North Providence, by and through its
Director of Public Safety and Mayor, Charles Lombardi, and the Employees’ Retirement
System of Rhode Island, By and through its Executive Director, Frank Karpinski

Providence County Superior Court C.A. No.

New filing. Plaintiffs are retired North Providence firefighters, who are seeking a
declaratory judgment that they are entitled to have their benefits calculated based upon
longevity payments which include overtime pay as a component. The Complaint has been
served on ERSRI.

IL. MATTERS WITH NO PROCEDURAL OR SUBSTANTIVE CHANGES

Kevin Lang v. ERSRI; Workers’ Compensation Court; WCC No. 201504163

No Change. Kevin Lang, a Cranston firefighter, appeals the denial of his application for an
accidental disability pension pursuant to R.1.G.L. §45-21.2-9. A pre-trial conference took place
on October 28, 2015, at which time the Court denied Mr. Lang’s petition for benefits. Mr. Lang
thereafter claimed a trial with regard to this decision. On September 9, 2016, the Court issued a
decree and decision overturning the Retirement Board, and awarding accidental disability
benefits to Mr. Lang, and a counsel fee to his attorney. The Retirement Board has filed a notice
of appeal. Oral argument took place before the appellate division of the Workers’ Compensation
Court on April 5, 2017, and is under advisement.

Wayne Cushman v. Employees’ Retirement System of Rhode Island and the City of
Cranston

Providence County Superior Court; PC2017-1727

No Change. Plaintiff, a Cranston police officer, is challenging a decision of the Retirement
Board to deny his application for an accidental disability pension. We are in the process of
coordinating service of process.

Robert Perfetto v. Employees’ Retirement System of Rhode Island
Providence County Superior Court; PC2017-1767
No Change. Plaintiff, a former employee of the State of Rhode Island, challenges the Retirement

System’s decision not to include a lump sum payment he had received in settlement of a lawsuit,
in calculating his retirement benefits. Service has been effectuated.

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

No Change. This declaratory judgment action arises out of the setoff of workers compensation
benefits from disability pension benefits. A Stipulation was filed on January 27, 2010 in the
administrative appeal prematurely filed with the Superior Court, postponing the filing of an
Answer and the Administrative Record pending the conclusion of the administrative
proceedings. The Retirement Board has affirmed the administrative actions taken by the
Executive Director. Ms. Tiernan filed a motion to amend her complaint to include a claim based
on an administrative appeal under the Administrative Procedures Act. The motion to amend was
granted, and the Retirement Board filed an answer to the amended complaint. Ms. Tiernan
subsequently was allowed to amend her complaint a second time, to include a claim based on
estoppel. The parties are in the process of briefing the issues.

Linda Acciardo v. Employee’s Retirement System of Rhode Island
Providence County Superior Court CA No. PC 10-2822

No Change. This action arises out of the denial by the Retirement Board of Ms. Acciardo’s
application for accidental disability retirement. Ms. Acciardo was a Chief Inspector for the R.1.
Department of Health. An Answer was filed on May 19, 2010. The Designation of Record of
Administrative Appeal was filed on June 17, 2010. On August 24, 2012, Mr. Justice Van
Couyghen remanded the matter to the Retirement Board for further proceedings. On July 9,
2014, the Retirement Board denied Ms. Acciardo’s application. On July 28, 2014, Ms. Acciardo
filed a second appeal to the Superior Court. On February 17, 2017, the Court (Van Couyghen,
J.) issued a decision affirming the Retirement Board’s decision. Ms. Aciardo has filed a motion
to reconsider. Judge Van Couyghen has issued an Order denying the motion to reconsider.

Linda Resnick v. Retirement Board of the Employees Retirement System of Rhode Island
Providence County Superior Court CA No. PC-2017-1008

No Change. Plaintiff challenges the Retirement Board’s decision to deny her request for
attorneys’ fees pursuant to the Equal Access to Justice for Small Businesses and Individuals Act,
in connection with her administrative appeal of a Retirement Board decision related to certain
post-retirement employment. The parties are in the process of briefing the issues.

Retirement Board v. Fred Randall

Providence County Superior Court C.A. No. PC15-0203

No Change. This is an action to revoke or reduce Mr. Randall's pension pursuant to the Public
Employee Pension Revocation and Reduction Act. Mr. Randall, a former employee of the

University of Rhode Island, pled nolo contendere to a charge of conversion by a state employee.
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A hearing wherein Mr. Randall was required to appear and show cause why his pension benefits
should not be suspended pending adjudication of the merits of the action took place on March 2,
2014. The Court determined that cause was not shown by Mr. Randall, and ordered that his
pension benefits be immediately suspended pending adjudication of the action on the merits. An
evidentiary hearing was conducted on July 7, 2016 at 2:00 PM. The court has issued a decision
revoking Mr. Randall’s pension in full, and awarding Mrs. Randall $350.00 per month from the
date of trial through December 31, 2016, and $1,667.00 per month from January 1, 2017 until
December 31, 2026 as an innocent spouse, conditioned upon her paying said sums over to URI to
satisfy Mr. Randall’s restitution payments. The court ruled that thereafter, once the restitution
obligations have been satisfied, she should receive $500.00 per month. The parties are in the
process of seeking a conference with the court to clarify certain aspects of the court’s order.

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

No Change. Plaintiff is a disability retiree who brought this action against the Retirement
System, the General Treasurer in her individual and official capacities, and the Executive
Director in his individual and official capacities, seeking damages, and a determination that the
Retirement System cannot require him to undergo an annual medical examination, or make
adjustments to his disability allowance based on earned income. In a simultaneous
administrative proceeding, on September 10, 2014 the Retirement Board affirmed the Hearing
Officer’s decision upholding the administrative actions of the Executive Director. On October 8,
2014, Mr. Grasso appealed the Board’s decision to the Superior Court, and by agreement of the
parties the City of Cranston intervened in the action. On November 5, 2015, the Superior Court
issued a declaratory judgment that the System cannot require Mr. Grasso to undergo annual
medical examinations, or adjust his pension based on outside earnings. The System has filed a
Notice of Appeal, and a Petition for Issuance of a Writ of Certiorari with the Rhode Island
Supreme Court. The Rhode Island Supreme Court has granted certiorari, and assigned the matter
for full briefing.

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

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

Robert L. Lincourt vs. Employees’ Retirement System of Rhode Island

Providence County Superior Court; C.A. No. PC2015-0602
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No Change. Plaintiff, a North Providence firefighter, appeals the denial of his application for an
accidental disability pension. The System’s Answer and the Designation of Administrative
Record have been filed with the Court. Mr. Lincourt has filed a motion to remand the action to
the Retirement Board for the presentation of additional evidence. On July 18, 2016, Judge Taft-
Carter issued a decision denying Mr. Lincourt’s motion to remand.

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

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

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

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

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

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

Providence County Superior Court CA No. PC 09-7019

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

Nancy Langlois v. Frank T. Caprio

Providence County Superior Court CA No. PC 10-0909
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No Change. This action arises out of the denial by the Retirement Board of Ms. Langlois’s
application to receive service credit for the time she worked reduced hours after she returned
from maternity leave. An Answer and the Designation of the Administrative Record have been
filed. On April 26, 2012, Mr. Justice Procaccini remanded the case to the Retirement Board for
further proceedings. The matter was referred to the Hearing Officer for further consideration
consistent with the April 26, 2012 decision. On October 24, 2012, the Hearing

Officer issued a decision again affirming the administrative decision to deny Ms. Langlois’s
application to receive service credit. On December 12, 2012, the Retirement Board again voted
to deny Ms. Langlois’s request to obtain service credit. On January 21, 2013, Ms. Langlois filed
a First Amended Complaint. The Retirement System’s Answer and Amended Designation of
Record of Administrative Appeal were filed on January 25, 2013.

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

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

Peter Ferraro v. Employees’ Retirement System of Rhode Island
Washington County Superior Court CA No. 12-0674
No Change. Plaintiff, a Westerly school teacher, appeals the denial of his application for an

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

Michael T. Brady v. Gina M. Raimondo, et al.

Providence County Superior Court C.A. No.: PC 2013-5592
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No Change. Plaintiff is a disability retiree who brought this action against the Retirement
System, the General Treasurer in her individual and official capacities, and the Executive
Director in his individual and official capacities, seeking, inter alia, damages, and a
determination that the Retirement System cannot make adjustments to his disability allowance
based on earned income. The parties have stipulated that the Superior Court action will be held
in abeyance while Plaintiff pursues administrative remedies.

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

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

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

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

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

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

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

Benjamin Zanni v. Town of Johnston and ERSRI

Providence County Superior Court C.A. No. PC-2015-4245
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No Change. Plaintiff brought suit against the Town of Johnston and ERSRI (as an “interested
party”), challenging the City’s decision to deny him medical benefits pursuant to ordinance,
based on his prior criminal conviction for conduct in connection with his public employment.
The matter was initially removed by the City to federal court, and was then remanded to the
superior court. ERSRI has filed an Answer to the Complaint.

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

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

Benita Fernandez v. Employee’s Retirement System of Rhode Island
Providence County Superior Court C.A. No. PC2015-5489

No Change. Plaintiff, a Social Caseworker II with DCYF, appeals the denial of her application
for an accidental disability pension. The Retirement System has filed an Answer and the
Designation of Record of Administrative Appeal with the Court.

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

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

No Change. Plaintiff has brought this declaratory judgment action, with the stated intention of
obtaining records from her former employers for use in connection with administrative
proceedings at ERSRI related to the calculation of service credit, and her corresponding
eligibility for a service pension. ERSRI has filed an answer to the complaint.

Employees’ Retirement System of Rhode Island v. Thomas McSoley, Marlene A. Palumbo,
and Michael E. McSoley.
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Providence Superior Court; C.A. No. PC2016-1144

No Change. ERSRI brought suit to recover monies overpaid to a direct deposit account of
Thomas McSoley, following his death in 2011. The defendants are believed to be joint account
holders with the decedent. ERSRI effectuated service of process, and sought an injunction
preventing the defendants from accessing or withdrawing the funds. On March 18, 2016, the
parties entered into a Consent Order that restrains the defendants from accessing, withdrawing,
encumbering, or otherwise spending or disposing of the funds on account until further order of
the Court.

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

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

Emile E. Ziadeh v. Employees’ Retirement System of Rhode Island Board.
Providence Superior Court; C.A. No. PC 2016-4629

No Change. Plaintiff, a former state employee, appeals the denial of his application for an
accidental disability pension. The parties are in the process of briefing the issues on appeal.
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STATE OF RHODE ISLAND
INVESTMENT COMMISSION MEETING

DATA AT
April 30*, 2017

May 24%, 2017
MEETING

MEMBERS OF THE STATE INVESTMENT COMMISSION

Honorable Seth Magaziner, Chair

Mr. Robert K. Benson Ms. Marie Langlois
Mr. J. Michael Costello Ms. Sylvia Maxfield
Mr. Thomas P. Fay Mr. Thomas Mullaney

Mr. Frank J. Karpinski Ms. Marcia Reback
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State of Rhode Island and Providence Plantations
Office of the General Treasurer

Seth Magaziner
General Treasurer

RHODE ISLAND STATE INVESTMENT COMMISSION
MEETING NOTICE

The next meeting of the Rhode Island State Investment Commission has been scheduled for Wednesday May 24, 2017 at
9:00 a.m. in Room 205 of the State House.

AGENDA
¢ Chairperson Call to Order
¢ Membership Roll Call

e  Approval of Minutes
¢  State Investment Commission Meeting held on April 26 2017*

s Private Equity Re-Up Recommendation*
¢  Cliffwater, Tom Lynch
e CVC, Esther Rombaut and Lars Haegg
¢ Review and Consideration of Crisis Protection Class, Systematic Trend Following Investment
Policy Statement*
e Pension Consulting Alliance
¢ Review and Consideration of Crisis Protection Class, Platform Manager Investment Policy
Statement*

e  Pension Consulting Alliance

e CollegeBound 529 Update
e  Capital Cities, Tiffany Spudich

e 401(a) Quarterly Update
e TIAA, Larry Brown and David Iden

e Legal Counsel Report

e Chief Investment Officer Report
¢ Portfolio Performance

o  Treasurer’s General Comments

* Commission members may be asked to vote on this item.

50 Service Avenue — Warwick, Rhode Island 02886-1021 — (401) 462-7650 / Fax 462-7695



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

Seth Magaziner
General Treasurer

POSTED ON May 19%, 2017

Anyone wishing to attend this meeting who may have special needs for access or services such as an interpreter, please contact Tiffany
Kaschel at (401) 462-7699 twenty-four hours in advance of the scheduled meeting.
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State Investment Commission
Monthly Meeting Minutes
Wednesday, April 26, 2017
9:00 a.m.

Room 205, State House

The Monthly Meeting of the State Investment Commission (SIC) was called to order at 9:03,
Wednesday, April 26, 2017 in Room 205, State House.

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

The following members were absent: Mr. Robert Benson and Mr. Thomas Fay

Mr. Costello left at 11:35 a.m.
Ms. Maxfield leftat 11:36 a.m.

Also in attendance: Mr. John Burns and Mr. John Linder, Pension Consulting Alliance (PCA), general
consultants; Mr. Grant Jaffarian and Ms. Lisa Martin, Crabel Capital Management; Mr. Ben Albrandi and
Mr. Yung-Shin Kung, Credit Suisse; Dr. Patrick Welton and Mr. Neal Howe, Welton; Mr. Darren Wolf,
Aberdeen Asset Management; Ms. Kimberly Shockley, Associate Director of College and Retirement
Savings Plan; Mr. Frank Picarelli, Segal Marco Advisors; Ms. Kerri Baker, Treasury Cash Manager; Mr.
Darren Wolf, Aberdeen Asset Management; Mr. Tim Nguyen, Treasury Chief Investment Officer
(interim); Ms. Sally Dowling, Adler, Pollock & Sheehan, legal counsel; and other members of the
Treasurer’s staff.

Treasurer Magaziner called the meeting to order at 9:03 a.m.

II. Approval of Minutes
On a motion by Ms. Reback and seconded by Mr. Mullaney, it was unanimously

VOTED: to approve the draft minutes of the March 22nd, 2017 meeting of the State Investment
Commission.

II1. Systematic Trend Following Manager Presentations
Three Systematic Trend Following (STF) Managers presented: Crabel, Credit Suisse and Welton.

Ms. Martin provided historical background on Crabel, stating that Crabel has been running Systematic
Trend Following (STF) strategies since 2004. Mr. Jaffarian explained their specific strategy in more detail,
noting it is designed to respond well under stress. As an asset class, it tends to be uncorrelated, meaning it
will move differently, not contrary, to stressors and will provide diversification in both markets and time
frames.
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The board asked questions.

Mr. Albrandi provided background on Credit Suisse. Mr. Kung went on to explain that their strategy is
derived from their index and benchmarking business with an eye toward liquidity, transparency, low cost
and reliability. He denoted the difference in their strategy was to minimize tracking error between their
approach and the overall STF industry instead of the traditional approach of maximizing expected returns,
which they assert is a more intuitive solution.

The board asked questions.

Mr. Howe stated that Dr. Welton established the Welton strategy in the 1980’s and was one of the first of
its kind. He explained that their product uses three different analytical designs to find trends. They allocate
an equal amount of risk to each of the three to keep their algorithm diversified.

The board asked questions.

IV. Systematic Trend Following Manager Recommendations
Mr. Linder recalled the Board had approved the Crisis Protection Class (CPC) structure of 50% Systematic
Trend Following and 50% Long-duration Treasuries, whose purpose is to protect against a market
downturn. He outlined the manager due diligence process and Request for Information (RFI) evaluation
that yielded the recommended managers — Crabel, Credit Suisse and Welton. He provided an expected
implementation timeline if managers are approved at this meeting, with the entire CPC expected to be
funded in June 2017. ‘ ~

Mr. Wolf provided add1t10na1 context in regards to how the STF products are expected to operate within
the CPC structure.

Mr. Costello asked if it necessary to have 3 managers in this area. Mr. Linder explained that it was for
diversification purposes and that the m1x of the three would produce a stronger outcome than any one of
them could: alone

The board asked questions.

On a motion by Mr. Mullaney and seconded by Ms. Reback it was
VOTED: to approve Crabel as a Systematic Trend Following Manager, subject to legal review

On a motion by Ms. McNamara and seconded by Ms. Langlois it was
VOTED: to approve Credit Suisse as a Systematic Trend Following Manager, subject to legal review

On a motion by Ms. Langlois and seconded by Ms. Maxfield it was
VOTED: to approve Welton as a Systematic Trend Following Manager, subject to legal review

V. Defined Contribution and Deferred Compensation Vendor Selection
Ms. Shockley introduced Mr. Picarelli from Segal Marco Advisors, who facilitated the vendor selection for
the defined contribution, 401(a), and deferred compensation, 457 (b), plans. He apprised the Board on the
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RFP process and the companies who responded to the requests. After an evaluation of the qualified
respondents, the selection committee along with Segal recommended TIAA to serve as the defined
contribution and FICA vendor, and summarized the reasons behind their selection.

The board asked questions.

On a motion by Mr. Costello and seconded by Ms. Reback, it was
VOTED: to approve TIAA as the 401(a) provider, subject to contract negotiations

Ms. Sylvia Maxfield recused herself

Mr. Picarelli then spoke about the deferred compensation vendor selection, noting the state mandates three
providers of the 457 plans. After an evaluation of the qualified respondents, the selection committee along
with Segal recommended Fidelity, TIAA and Voya to serve as the state’s three deferred compensation
vendors, and summarized the reasons behind their selections.

The board asked questions.
On a motion by Ms. Reback and seconded by Mr. Costello it was

VOTED: to approve TIAA as a 457(b) provider, subject to contract negotiations
Ms. Sylvia Maxfield recused herself

On a motion by Ms. McNamara and seconded by Mr. Mullaney it was
VOTED: to approve Fidelity as a 457(b) provider, subject to contract negotiations
Ms. Sylvia Maxfield recused herself

On a motion by Mr. Costello and seconded by Ms. Langlois it was
VOTED: to approve Voya as a 457(b) provider, subject to contract negotiations

VI. Community Deposit Program Recommendations
Ms. Baker refreshed the Board on the Community Deposit Program explaining it is a bank local program
that provides loans to small businesses in Rhode Island. The program has steadily increased in both loans
and participating lenders since the SIC approved the program in December 2016. Staff continues outreach
to banks to further increase that participation.

Ms. Baker brought forth three banks: Bristol County Savings Bank, Centreville Bank and Home Loan
Investment Bank. She summarized the banks characteristics that would make them eligible for short-term
vendor selection and serve in the community deposit program.

The Board asked questions.

On a motion by Ms. Langlois and seconded by Mr. Mullaney it was
VOTED: to approve Bristol County Savings Bank as a short-term investment manager

On a motion by Ms. McNamara and seconded by Ms. Langlois it was
VOTED: to approve Centreville Bank as a short-term investment manager

On a motion by Ms. Langlois and seconded by Ms. McNamara it was
3
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VOTED: to approve Home Loan Investment Bank as a short-term investment manager

VII. Legal Counsel Report

There was no legal counsel report.

VIIL. Chief Investment Officer Report
Mr. Nguyen provided the performance update for March. He explained the portfolio value increased
approximately $33 million or 0.75%. The month’s increase comes from $59.3 million of positive
investment performance offset by $26.3 million of transfers to meet pension payroll. Calendar year to date,
the total portfolio has increased by $220.8 million or 4.01%. Fiscal year to date, the portfolio’s 8.76%
return exceeded the 8.31% benchmark and well surpassed the 7.43% 60/40 return.

IX. Treasurer’s General Comments
Treasurer Magaziner introduced Mr. Alec Stais, who will officially join Treasury on May 1% as Chief
Investment Officer (CIO). He thanked Mr. Nguyen for his service s as interim CIO, noting it had been an
eventful and positive period for the office and its portfolio. In addition to Mr. Nguyen’s departure,
Treasurer Magaziner announced it was Ms. McNamara’s last day serving on the board. He thanked Ms.
McNamara for her six years on the SIC. He noted the seat occupied by Ms. McNamara is a governor
appointed seat and a candidate will likely be brought before the Senate for confirmation soon, hopefully
joining the Board for its next meeting. :

There being no other business to come before the Board, on a motlon by Ms. Reback and seconded by Ms.

Langlois, the meeting adjourned at 11:49 am.

Respectfully submitted,

Seth Magaziner,
General Treasurer
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State of Rhode Island and Providence Plantations
Office of the General Treasurer

Seth Magaziner
General Treasurer
State Investment Commission
State of Rhode Island, State House
Providence, Rhode Island

May 17, 2017

This is to certify that the amounts so listed below belong to the credit of the Employees’ Retirement, Municipal
Employees’, State Police and Judicial Retirement Systems of the State of Rhode Island at the close of business on
April 30, 2017.

Employees’ Retirement System of Rhode Island
Composite Reporting Investment Valuation
April 30, 2017

Grand Total 7,959,201,790
CASH EQUIVALENT* 583,101,979
EQUITY HEDGE FUNDS** 402,568,913
GLOBAL PUBLIC EQUTIY 3,667,439,346
CREDIT 394,721,767
INFLATION-LINKED BDS 237,135,792
PRIVATE EQUITY** 545,224,724
REAL ESTATE** 574,051,055
REAL RET HEDGE FUNDS** 344,741,306
INFRASTRUCTURE** 285,803,033
US TRADITIONAL FIXED 024,413,876

Grand Total 100.00% 7,959,201,790
STATE EMP RET PLAN 75.3% 5,989,464,564
MUNI EMP RET PLAN 18.2% 1,450,522,017
TEACHER'S SURVIVOR BENEFIT 3.8% 306,593,420
STATE POLICE RET PL 1.6% 127,165,875
JUDICIAL RET PLAN 0.8% 66,331,801
NON-CONTRIB JUD RET 0.0% 579,669
NON-CONT ST POL RET 0.3% 18,544,444

* Cash & Short-Term Investments, as shown, also includes amounts available within specific active-manager mandates, and thus as
aggregated will not tie directly to separate cash allocations as reported elsewhere.
**  Alternative Investments — comprising the five components as indicated — have varying degrees of liquidity and may not have readily

determinable market values. As such, they may be based on appraisals only. 1y

50 Service Avenue — Warwick, Rhode Island 02886-1021 — (401) 462-7650 / Fax 4627695
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ERSRI Portfolio
% - as of April 30, 2017 Bubble-Size Scaled based on Current Allocations
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Vintage

* Retirement

Amount Committed

Y

12/31/12016

Cumulative Cash Flows {$)

of Rhode Island Private Equity Performance

Cumulative Performance*®

Net Multipie of

Current Partnerships Year Type {n S'unless Amount Drawn  Amount Distrit Amount Unf t {$) Net IRR (%} Invesiment
otherwise noted)

Paine & Partners Capital Fund IV 2015 Agricuture 30,000,000 12,812,323 736,184 17,821,286 10,239,728 77 0.8
Fenway Pariners Capital Fund #f 1998 Buyout 15,000,000 18,513,234 20,350,029 232,336 1,676,686 48 1.2
Nautic Partners V 2000 Buyout 20,000,000 20,328,437 40,413,848 651,327 1,530,358 17.2 21
Providence Equity Pariners IV 2000 Buyout 25,000,000 35,971,884 68,445,301 1,805,201 181,875 238 1.8
CVC European Equity Pariners i 2001 Buyout 20,000,000 23,168,043 58,561,716 869,966 533,757 411 26
Parthenon investors i 2001 Buyout 23,960,000 23,409,381 37,045,488 1,821,022 921,042 12.4 16
Leeds Equity Pariners IV 2003 Buyout 10,000,000 10,209,327 11,467,347 1,009,639 2,082,736 45 13
Nordic Capital Fund V 2003 Buyout € 14,615,550 21,434,520 58,016,017 - 838,814 210 28
TPG Partners IV 2003 Buyout 15,000,000 16,672,684 30,734,178 64,421 1,836,961 1567 20
Aurora Equity Partners Il 2004 Buyout 16,000,000 16,242,296 26,640,080 835,850 1,228,844 15.3 17
Bireh Hilt Equity Partners il 2005 Buyout CAD 18,000,000 18,804,006 20,679,073 242,688 4,690,849 122 1.8
CVC European Equity Pariners IV 2008 Buyout € 16,500,000 21,285,423 36,028,783 2,019,513 3,386,332 16.7 1.9
Providence Equity Partners V 2005 Buyout 25,000,000 31,136,262 34,127,175 2,196,088 3,055,434 38 1.2
Centerbridge Capital Partners 2006 Buyout 16,000,000 23,550,697 37,341,603 1,095,594 5,519,637 202 18
Charterhouse Capital Partners VIl 2008 Buyout € 15,000,000 18,405,042 17,611,840 260,402 21,384 -0.7 1.0
Fenway Pariners Capital Fund il 2006 Buyout 15,000,000 17,031,439 13,766,187 1,210,884 5,091,907 3.0 1.2
LNK Partners 2006 Buyout 12,500,000 12,080,416 16,825,767 421,837 2,068,040 10.2 16
Nordic Capital Fund VI 2006 Buyout € 15,000,000 22,435,404 26,110,316 - 7,524,484 6.7 15
TPG Partners V 2006 Buyout 20,000,000 20,697,887 20,757,704 1,774,958 7,516,600 5.1 14
Green Equity investors V 2007 Buyout 20,000,000 20,422,385 26,150,103 1,731,002 14,610,572 18.2 2.0
Nautic Partners VI 2007 Buyout 20,000,000 23,972,088 46,510,038 777,633 6,164,522 174 22
Providence Equity Partners VI 2007 Buyout 25,000,000 20,276,773 26,478,201 1,307,759 13,023,828 6.4 1.4
Trilantic Capital Partners IV 2007 Buyout 11,008,351 11,662,139 T 15,888,730 1,196,108 2,508,518 14.3 1.6
Bain Capital Fund X 2008 Buyaut 25,000,000 24,300,000 23,214,719 634,079 12,346,004 8.3 18
CVC European Equity Partners V 2008 Buyout € 20,000,000 28,853,336 20,068,814 844,274 16,085,670 14.4 16
Nordic Capitat Fund Vil 2008 Buyout € 15,000,000 21,087,807 8,156,782 835,600 17,491,637 3.6 12
TPG Partners Vi 2008 Buyout 10,000,000 13,641,236 11,025,585 840,804 6,308,606 o1 1.3
Advent intermational GPE Vit 2012 Buyout 20,000,000 17,540,000 £,320,000 2,460,000 16,445,056 187 1.4
Providence Equity Partners Vit 2012 Buyout 25,000,000 20,470,120 7,211,403 10,277,056 18,047,663 14.1 1.2
Nordic Capital Fund VI 2013 Buyout € 15,000,000 9,993,872 368,111 7,485,008 10,689,788 48 1.1
Riverside Capital Appreciation Fund VI 2013 Buyout 20,000,000 14,472,805 1,566,127 6,227,450 15,855,232 124 1.2
Carlyle Asia Partners IV 2014 Buyout 30,000,000 18,208,578 1,653,688 13,485,004 18,524,551 7.0 11
CVC Capital Partners Vi 2014 Buyout € 15,000,000 9,965,439 548,220 6,852,820 9,818,924 6.0 1.0
Nautic Partners VII 2014 Buyout 20,000,000 14,766,909 8,250,204 6,419,634 15,469,767 58.5 1.6
Riverside Micro-Cap Fund [t 2014 Buyout 20,000,000 17,758317 (4.719) 2,241,683 22,962,534 13.8 1.3
Sorenson Capital Pariners H| 2014 Buyout 30,000,000 15,139,085 - 15,302,778 15,891,885 42 11
Baring Asia Private Equity Fund VI 2015 Buyout 15,000,000 6,468,831 22,568 8,531,169 7,003,108 1S 11
Centerbridge Capital Partners 11l 2018 Buyout 25,000,000 6,817,302 626,601 18,483,806 7.827477 204 13
Advent Internaticnal GPE VIII 2016 Buyout 20,000,000 420,000 - 19,580,000 104,343 772 0.5
Southvest Partners Vil 2016 Buyout 30,000,000 2,272,488 577,083 28,304,566 752,808 -84.7 06
Tenex Capita! Partners |l 2016 Buyout 25,000,000 4,698,602 75,837 20,301,081 4,215,019 ~17.8 0.9
Nautic Partners Vit 2017 Buyout 20,000,000 1,097,975 - 18,902,025 806,601 -66.6 08
Capital Spring Investment Partners 2016 Direct Lending 30,000,000 8,033,813 - 21,883,648 8,082,512 0.5 1.0
Avenue Special Situations Fund IV 2008 Distressed Debt 20,000,000 25,179,565 32,706,000 - 161,270 8.3 13
MHR Institutional Partners 11} 2006 Distressed Debt 20,000,000 20,800,000 20,133,250 6,874,308 8,160,900 74 14
Avenus Special Situations Fund V 2007 Distressed Dabt 20,000,000 20,329,267 26,322,021 - 157,808 106 1.3
WLR Recovery Fund IV 2007 Distressed Debt 8,000,000 7277318 8,802,028 275,492 1,134,864 8.0 14
Qaktree European Principal Fund jIt 2011 Distressed Debt 20,000,000 17,150,000 3,143,778 5,783,416 18,757,388 82 1.3
Centerbridge Special Credit Partners Il 2012 Distressed Debt 25,000,000 22,500,000 9,754,266 2,500,000 13,586,776 12 1.0
Garrison Opportunity Fund 1V 2014 Distressed Debt 30,000,000 17,744,962 (408,315) 12,200,054 18,277,434 48 1.1
First Reserve Fund X 2004 Energy 20,000,000 19,990,000 36,485,800 - 86,408 31.0 1.8
Kayne Anderson Energy Fund Il 2005 Energy 15,000,000 15,965,344 14,083,550 366,426 165,711 -3.0 1.0
First Reserve Fund X 2006 Energy 20,000,000 22,125,580 13,956,203 - 2,239,908 -8.9 07
Kayne Anderson Energy Fund IV 2007 Energy 15,000,000 16,605,519 16,345,850 - 1,487,711 25 1.1
EnCap Energy Capital Fund IX 2013 Energy 18,000,000 16,755,413 7,377,544 3,850,450 15,713,227 222 1.4
EnCap Energy Capital Fund X 2015 Energy 25,000,000 7,803,286 265,746 17,402,460 9,462,803 338 1.2
W Capital Partners 2004 Secondaries 15,000,000 14,197,500 10,229,777 802,500 465,674 0.7 [eX:]
Coller internationat Partners V 2006 Secondaries 15,000,000 12,520,679 14,870,636 3,270,000 3,161,232 886 14
W Capital Partners 1| 2007 Secondaries 15,000,000 14,896,718 16,206,457 1,506,691 4,724,364 110 14
Alta BioPharma Pariners Il 2003 Venture Capital 15,000,000 14,250,000 20,267,056 750,000 467,080 58 15
Lighthouse Capital Pariners V 2003 Venture Capitat 14,250,000 10,462,500 12,208,726 787,500 121,221 3.8 1.2
Granite Global Ventures Il 2004 Venture Capital 18,000,000 14,333,510 18,085,258 675,000 5,827,504 8.7 1.7
Leapfrog Ventures It 2005 Venture Capitat 10,000,000 9,490,000 6,811,564 510,000 3,770,570 20 11
Alta Partners VIli 2006 Venture Capital 15,000,000 16,000,000 24,341,057 - 6,028,573 185 20
Castile Ventures il 2006 Venture Capital 5,000,000 5,008,730 1,396,371 - 1,372,244 -11.6 0.6
Focus Ventures ilf 2006 Venture Capital 15,000,000 15,000,000 5,411,619 - 2,810,804 -10.8 086
Granite Globat Ventures Hi 2006 Venture Capital 15,000,000 14,625,503 23,082,540 375,000 8,801,563 15.2 22
Point 406 Ventures | 2006 Venture Capital 10,000,000 10,481,265 4,123,844 370,000 12,128,828 83 1.6
Point Judith Venture Fund Il 2008 Venture Capital 5,000,000 6,144,817 2,089,642 106,571 3,222,073 -3.0 08
Lighthouse Capital Partners VI 2007 Venture Capital 16,000,000 14,250,000 19,453,006 750,000 1,354,184 73 15
Paladin Il 2008 Venture Capital 10,000,000 12,527,230 5,921,179 249,873 9,001,080 8.4 1.3
Industry Ventures Partnership Holdings il 2014 Venture Capital 25,000,000 17,675,848 1,947,067 7,386,854 19,407,838 133 1.2
Industry Ventures Partnership Holdings il C 2015 Venture Capital 15,000,000 2,662,500 - 12,337,500 2,564,358 -4.1 1.0
Industry Ventures Partnership Holdings [V 2016 Venture Capital 10,000,000 850,000 - 9,150,000 802,125 -1t 0.9
Other funds in aggregate** various 120,000,000 113,813,282 105,043,266 13,026,698 486,966,121

Total $ 1,460,877,586 $ 1274020188 § 1,282,793,617 § 351,155228 § 551,287,365

*IRR refers to the fund’s Internal Rate of Return, or the

This

yield on an i

is typically applied in private equity where there are muitipie points at which capital is invested (capltal called) and at which

it is distributed. A positive IRR means that the fund's current value plus any cash distributions are greater than the cash value contributed and management fees paid. Typically a fund will have a negative IRR during the first few years of its life, a
period referred to as the “J-Curve”, because cash is invested upfront and it takes time to generate value. It is important to consider a fund's start date (vintage year) when assessing IRRs. Multiple of investment is another indicator of returns, and
is calculated by dividing the fund's cumulative distributions and current valus, after fees, by the amount of capital paid in. Please note that performance calculations are specific to the ERSRI investment, and were not prepared, reviewed or

approved by the General Partners.

“*Other funds in aggregate are the fotal commitments to and amounts drawn and distributed by funds whose confidentiality provisions do not permit the disclosure of their performance data. These funds include Braemar Energy Ventures lli,
Constellation Ventures lif, Summit Pariners Credit Fund, Summit Partners Credit Fund 1l, Thomas, McNerney & Partners, Thomas McNerney & Partners 1| and Wellspring Capital Partners HI.



Portfolio Summary
12/31/2016
All Investments

Performance Summary

Number of Adjusted Multiple
Asset Class Investment Type Ir Ci i t Contributi Distr i V of Cost IRR TWR
Private Equity Funds
Agriculture 1 30,000,000 12,812,323 736,184 10,239,728 0.86 -17.68 -81.81
Buyout 75 1,230,227,772 1,171,860,319 1,510,683,520 297,963,018 154 13.11 13.24
Direct Lending 3 75,000,000 46,226,011 22,716,382 30,385,470 115 9.25 8.47
Distressed Debt 14 238,000,000 218,989,906 229,215,971 71,970,987 1.38 10.27 9.92
Energy 9 198,000,000 137,154,583 182,157,108 29,386,330 1.54 23.97 7.95
Fund of Funds 1 45,000,000 45,000,000 106,748,821 0 237 19.94 -100.00
Secondary 4 60,000,000 54,909,565 58,308,222 8,435,268 1.23 6.10 4.38
Venture Capital 22 281,250,000 251,687,994 216,362,036 103,409,143 1.27 4.84 173
Total: Private Equity Funds 129 2,167 477,772 1,938,640,700 2,327,928,263 551,779,944 1.49 13.39 10.87
Total: 129 2,157,477,772 1,938,640,700 2,327,928,263 551,779,944 1.49 13.39 10.87

Cash Flow and Valuation Summary
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Employees' Retirement System of Rhode Island Real Estate Performance

12/31/2016
Cumulative Cash Fiows ($) Cumulative Performance*
Vintage Amount Commitied Net Multiple of
Current Partnerships Yearfinitial Type (in $ unless Amount Drawn Amount Distributed  Amount Unfunded Valuation ($} Net IRR (%} Investment
Investiment otherwise noted)

AEW Core Property Trust 2010 Core 69,873,660 69,873,660 11,453,101 - 101,868,719 12.2% 1.4
Heitman America Reai Estate Trust 2014 Core 60,000,000 60,000,000 6,380,580 - 77,218,258 12.5% 1.3
JP Morgan Strategic Property Fund 2006 Core 75,000,000 75,000,000 23,333,127 - 104,306,421 6.3% 1.6
Morgan Stanley Prime Property Fund 2005 Core 35,000,000 35,000,000 10,354,548 - 60,353,011 7.2% 1.¢
Prudential (PRISA) 2008 Core 50,000,000 50,000,000 18,118,044 - 73,874,458 5.2% 1.7
Magna Hotel Fund Il 2008 Value-Add 4,000,600 3,403,043 4,808,813 506,657 1,118,110 15.9% 1.8
iC Berkeley Pariners (i 2013 Vaiue-Add 18,000,000 16,038,326 4,361,760 1,961,674 15,867,184 18.9% 1.3
Exeter Industrial Value Fund || 2014 Vatue-Add 30,000,000 27,000,000 1,812,830 3,000,000 20,714,074 19.2% 12
Waterton Fund XJi 2014 Value-Add 35,000,000 26,218,551 2,265,976 0,781,440 30,202,010 20.5% 1.2
Crow Holdings Retail Fund 2015 Vaiue-Add 24,000,000 18,281,125 447,458 5,718,875 18,817,808 12.5% 1.1
iC Berkeley Partners iV 2016 Value-Add 30.000,000 3,382,031 1,173,875 26.617,060 3,100,156 “A7.4% 0.9
TriCon Capital Fund Vit 2005  Opportunistic 45,000,000 14,671,633 3,053,566 428,467 1,245,378 -19.4% 0.3
JP Morgan Alternative Property Fund 2006  Opportunistic 20,000,000 20,000,000 14,750,426 - 173,774 ~4.6% 0.7
GEM Realty Fund V 2013 Opportunistic 50,000,000 28,150,562 5,815,000 21,840,408 31,440,685 15.1% 1.2
Lone Star Real Estate Fund iV 2045  Opportunistic 24,260,817 16,047,542 2,202,542 7,313,275 16,321,286 14.9% 1.1
Total $ 540,134,477 $ 462,875403 § 120,421,858 $ 77,250,074 § 585,903,236

*IRR refers to the fund’s Internat Rate of Return, or the i yield on an i This ion is typically applied in private rea estate where there are multiple points at which capital is invested {capitai called) and at which itis

distributed. A positive IRR means that the fund's current value plus any cash distributions are greater than the cash value contributed and management fees paid. Typically a fund will have a negative IRR during the first few years of its life, a period
referred to as the “J-Curve”, because cash is invested upfront and it takes time to generate value. it is important to consider a fund's start date (vintage year) when assessing IRRs. Mulliple of investment is another indicator of retums, and is calculated by
dividing the fund's cumulative distributions and current value, after fees, by the amount of capital paid in. Please note that performance calculations are specific to the ERSRI investment, and were not prepared, reviewed or approved by the General
Partners.



PORTFOLIO SUMMARY
12/31/2016
Al Portfolio Investments - Real Estate "

Performance Summary
Number of Adjusted Multiple of
Asset Class [ Type Invest Commitment _Contributions ® &) Distributl Valuat) Cost IRR TWR
Real Estate Funds Core 8 414,873,657 479,135,351 283,358,431 417,338,141 1.5x 5.4% 5.6%
Non-Core 21 415,260,817 330,880,555 145,057,704 147,823,086 0.9x -3.4% 1.2%
Total: Real Estate Funds 29 830,134,474 810,015,906 428,416,135 566,161,207 1.2x 3.8% 4.7%
e e smin e n—a————— e ettt S et b L SO D1 ) =
Total: 29 830,134,474 810,015,906 428,416,135 565,161,207 1.2x 3.8% 4.7%
Cash Flow and Valuation Summary Commitment by Vintage Year
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 Jnvestment information listed as of March 31, 1989 through December 31, 2016 and includes those investments which have been liquidated.
@ Contributions are based on cash activity and are higher than i primarily due to reinvest and contributions for management fees in some of the core open-end funds.
© Contributions and Distributions each include activity in the amount of $33.5 million related to a simultansous sale and purchase of shares in a core open-end fund,
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Employees’ Retirement System of Rhode Istand Private Infrastructure Performance

12/31/2016

Cumulative Cash Flows ($)

Cumulative Performance*

Vintage Amount Committed Net Mulipte of
Current Partnerships Year/initial (in $ unless Amount Drawn Amount Distributed  Amount Unfunded Valuation (§) Net IRR (%) P
- Investment
investment  otherwise noted)
(FM Globat Infrastructure, L.P. 2016 50,000,000 50,000,000 1,697,533 - 53,467,818 6.1 11
SQ Global Infrastructure Fund, L.P. 2018 50,000,000 33,084,313 4,791,186 16,915,687 36,250,116 165 1.1
Stonepeak Infrastructure Fund i, L.P. 2016 43,000,000 18,958,451 420,861 24,041,540 22,420,112 336 1.2
Total $ 443,000,000 $ 102,042,764 § 6,018,580 $ 40,957,236 § 112,138,045
*IRR refers to the fund's internal Rate of Return, or the yield on an ir This

is typically applied in private real estate where there are muitiple points at which capital is invested (capital

called) and at which it is distributed. A positive IRR means that the fund's current value plus any cash distributions are greater than the cash value contributed and management fees paid. Typically a fund will have a negative IRR
during the first few years of its life, a period referred to as the "J-Curve”, because cash is invested upfront and it takes time to generate vaiue. it is important to consider a fund's start date (vintage year) when assessing IRRs.
Muttiple of investment is another indicator of returns, and is calculated by dividing the fund's cumulative distributions and current value, after fees, by the amount of capital paid in. Please note that performance calculations are

specific to the ERSRI i and were not p

or

d by the General Partners.



Portfolio Summary m

12/31/2016
All Private Infrastructure

usD
. - _— Adjusted  Multipleof | S"€ .y Qm
Investment Commitment Contributions Distributions valuation Cost* Inc|i21ton IRR*  IRR*
IFM Global Infrastructure 50,000,000 50,000,000 1,697,533 53,467,818 1.10 6.1 6.4 0.1
ISQ Global Infrastructure Fund 50,000,000 46,688,926 13,728,291 36,250,115 1.07 15.5 26.1 8.6
Stonepeak Infrastructure Fund Il 43,000,000 18,958,451 429,861 22,420,112 1.21 33.6 420 4.0
Total 143,000,000 115,647,377 15,855,685 112,138,045 1.11 10.6 148 3.2

*Net of Fees and Expenses
1. Recallable Distributions

Cash Flow and Valuation Summary Commitment by Vintage Year
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Short Term Cash Monthly Performance
Performance for

State of Rhode Island

April 01, 2017 to April 30, 2017

Fund Name Beginning Balance Ending Balance Average Daily Balance Earnings Yield(Annual)
GENERAL FUND S 113,213,494.73 $ 223,622,612.59 $ 213,587,553.06 $ 131,367.86 0.7483%
HAV.A S 297.99 $ 298.15 $ 297.99 $ 0.16 0.6533%
GENERAL FUND (HIST PRES) S 543,128.04 $ 543,569.78 $ 543,128.04 $ 441.74 0.9895%
HISTORIC TAX CREDITS S 2,932,34091 $ 2,934,584.90 $ 2,932,34091 $ 2,243.99 0.9311%
HIGHWAY FUND $ 57,803,037.38 $ 64,045,877.75 $ 55,856,370.71 S 42,840.37 0.9332%
T.D.l. RESERVE {DET) $ 93,038,484.18 $ 82,477,262.18 $ 87,098,484.18 $ 38,778.00 0.5417%
RICAP GL FUND 21 S 50,761,612.76 S 44,290,545.23 $ 47,911,612.76 S 28,932.47 0.7347%
BOND CAPITAL FUND $ 5,125,417.08 S 125,964.90 $ 1,025,417.08 $ 547.82 0.6500%
R.I CLEAN WATER ACT S 3,213,111.70 $ 3,215,478.40 $ 3,213,111.70 $ 2,366.70 0.8962%
STATE LOTTERY FUND S 52,223,693.42 $ 50,258,329.96 $ 47,493,693.42 S 34,636.54 0.8873%
ASSESSED FRINGE BEN ADM $ 416,916.10 $ 417,223.74 S 416,916.10 S 307.64 0.8978%
AUTO EQUIPMENT SERVICE $ 1,256.71 $ 1,257.38 S 1,256.71 § 0.67 0.6487%
HEALTH INSURANCE FUND $ 14,637,260.10 $ 13,149,22893 $ 15,520,593.43 $ 11,968.83 0.9382%
FLEET REVOLVING LOAN FUND S 1,269,914.73 § 1,270,645.27 § 1,269,914.73 $ 730.54 0.6999%
EMPLOYEES RETIREMENT $ 2,576,040.77 $ 807,300.20 $ 2,357,374.10 $ 1,259.43 0.6500%
MUNICIPAL EMPLOYEES RET. $ 894,584.59 S 845,042.93 $ 857,917.92 S 458.34 0.6500%
RETIREE HEALTH FUND S 902,728.28 S 903,210.60 $ 902,728.28 $ 482.32 0.6501%
BOG RETIREE FUND S 953.66 $ 954.37 $ 953.66 $ 0.71 0.9058%
RIPTA HEALTH FUND $ 1,037,638.80 $ 1,038,203.23 $ 1,037,638.80 $ 564.43 0.6618%
PERMANENT SCHOOL FUND $ 1,954,491.91 $ 1,956,081.38 $ 1,954,491.91 $ 1,589.47 0.9894%
TEACHER RETIREE HEALTH FUND $ 581,390.91 $ 581,740.36 $ 581,390.91 $ 349.45 0.7313%
RI ST POL RETIREE HEALTH S 124,223.47 S 124,290.70 S 124,223.47 $ 67.23 0.6585%
RI LEG RETIREE HEALTH $ 830.66 $ 83110 $ 830.66 $ 0.44 0.6445%
RIJUDICIAL RETIREE HEALTH $ 40,574.61 $ 40,596.29 $ 40,574.61 $ 21.68 0.6501%
UNIVERSITY COLLEGE S 12,266.80 $ 2,512,739.68 $ 595,600.13 $ 472.88 0.9660%
INDUS. BLDG. & MTG. INS. S 1,223,668.96 S 1,224,664.20 $ 1,223,668.96 $ 995.24 0.9895%
Operating Funds Totals $ 404,529,359.25 $ 496,388,534.20 $ 486,548,084.23 $ 301,424.95 0.754%
CCDL 2004 SERIES A S - S - $ -

BOND CCDL 2006 SERIES C $ 742,178.33 $ 742,17381 $ 741,611.14 $ 603.18 0.9896%
GO BND-NTAX 2007 SERIES A S 373,050.20 $ 373,047.92 $ 372,765.10 $ 303.18 0.9895%
CCDL10B BOND CAPITAL COMPONENT S 950,778.51 $ 950,772.72 $ 950,051.90 $ 772.72 0.9896%
ccoLioc $ 160,753.93 S 160,884.68 $ 160,753.93 $ 130.75 0.9896%
CCDL2011A $ 5,781,769.05 $ 5,756,588.60 S 5,765,554.11 $ 4,689.48 0.9896%
CCDL2012B $ 6,217,859.10 $ 6,217,821.24 $ 6,213,107.29 $ 5,053.37 0.9896%
GO CCDL 2013A $ 2,928,08299 S 2,702,295.24 $ 2,820,525.41 $ 2,295.24 0.9901%
GO CCDL 2013B S 3,129,952.78 S 3,127,541.83 $ 3,125,330.19 S 2,541.83 0.9895%
GO CCDL 2014A $ 829,852.67 $ 336,914.04 $ 599,129.08 $ 489.88 0.9948%
GO CCDL 2014B S 40,697.59 $ 40,697.35 $ 40,666.49 $ 33,08 0.9897%
GO CCDL 2016A $ 17,681,883.95 $ 17,517,157.73 $ 17,589,727.85 $ 14,307.06 0.9896%
GO CCDL 20168 S 4,740,481.52 $ 4,735,238.98 $ 4,735,467.71 $ 3,851.70 0.9896%
CLEAN WATER 2004 SERIES A $ 146,848.95 S 146,848.06 S 146,736.73 $ 119.35 0.9896%
CCDL99A 1999A $ 206,738.67 $ 206,737.41 $ 206,580.68 $ 168.02 0.9896%
CLEAN WATER 2007 SERIES A $ 283,484.18 $ 283,48245 $ 283,267.53 $ 230.39 0.9896%
CCDL2011A CLEAN WATER COMPONENT S 1,237,012.88 $ 1,237,005.34 $ 1,236,067.53 $ 1,005.34 0.9896%
Bond Proceeds Fund Totals $ 45,451,425.30 $ 44,535,207.40 $ 44,987,342.67 $ 36,594.57 0.990%
Grand Totals $ 449,980,784.55 $ 540,923,741.60 $ 531,535,426.90 $ 338,019.52 0.774%




Short-Term Investment Maturity Schedule & SIC Compliance Report at April 30, 2017

$600,000,000

$500,000,000

$400,000,000

$300,000,000
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$100,000,000

$0

& Operating Cash

Maturity Schedule
& Bond Proceeds
$404,529,359
$45,451,425
Under 30 Days 31-60 Days 61-90 Days 91-120 Days Over 120 Days

0%/50%

229,103,771

OSIP 0 229,103,771
0% 46% 46.2%
Bank RI 0 15,322,590 108,392 0 0 0 0] 15,430,982
0% 3% 0% 0% 0% 0% 0% 0% 3.1%
Santander Bank 0 0 0 0 68,644,362 0 0 Ol 68,644,362
0% 0% 0% 0% 14% 0% 0% 0% 13.8%
People's Credit Union 0 0 0 0 0 0 704,522 0 704,522
0% 0% 0% 0% 0% 0% 0% 0% 0.1%
Navigant Credit Union 0 0 0 0 0 0 2,569,666 0} 2,569,666
0% 0% 0% 0% 0% 0% 1% 0% 0.52%
Citizens Bank 0 0 0 0 31,366,286 0 0 0| 31,366,286
0% 0% 0% 0% 6% 0% 0% 0% 6.3%
Webster Bank 0 0 0 0 2,385,137 0 0 0] 2,385,137
0% 0% 0% 0% 0% 0% 0% 0% 0.5%
Customers Bank 0 0 0 0 71,234,084 0 0 0] 71,234,084
0% 0% 0% 0% 14% 0% 0% 0% 14.4%
Washington Trust 0 0 0 60,870,740 0 0 1,476,247 0] 62,346,987
0% 0% 0% 12% 0% 0% 0% 0% 12.6%
TD Bank 0 0 0 0 12,602,739 0 0 0 12,602,739
0% 0% 0% 0% 3% 0% 0% 0% 2.5%
TOTALS - 15,322,590 - 60,979,132 186,232,608 - 4,750,434.76 229,103,771 | 496,388,535
(%) PORTFOLIO 0.00% 3.09% 0.00% 12.28% 37.52% 0.00% 0.96% 46.15% 100.00%




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

Issuer Credit Rating
April 30, 2017

issuer Ratings $-T Debt Rating L-T Debt Rating Credit Qutiook
Type of Month End %
Issuer instrument* Portfolio Moody's Moody's S&P Moody's S&P s&P
Bank of America 0.0% Baat P-2 A2 Baal 888+ Stable
Bank RI 3,4 3.1% NR NR NR NR N/R NR
Citizens Bank 4 6.3% Baat P-2 A2 Al A- Stable
Customers Bank 4 14.4% N/R NR NR N/R NR NR
Webster Bank 4 0.5% Baat P-1 A2 A1 8BB+ Stable
Washington Trust 4,7 12.6% N/R NR NR N/R N/R NR
Santander Bank 4 13.8% Baa2 P-1 A2 A2 BBB+ Stable
TD Bank 4 2.5% Aal P-1 A-1+ Aal AA- Stable
Ocean State Investment Pool 8 46.2% NR N/R NIR N/R N/R NR
People's Credit Union 4 0.1% N/R N/R NR N/R NR NR
Navigant Credit Union 4 0.5% N/R NR NIR NR NR N/R
TD Bank
Washington Trust 2.54%
Webster
Santander Bank Rl
Peoples
P 13.83% 3.11%

REPO = Repurchase Agresment 1

[CP = Commercial Paper 2

CD = Certificate of Deposit 3

[CoD = Collateralized Deposit 4"

AG = US Government Agency Note 5

MM = Government Money Market [

GID = Government Insured Deposit 7

Moody's Short-Term Debt Ratings:

P-1 - Prime-1 have a superior ability for repayment of st. S-T debt obligations
P-2 - Prime-1 have a strong ability for repayment of sr. S-T debt obligations
P-3 - Prime-1 have an ptable ability for rep it of sr. S-T debt

Ratings Def ons

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

A-2 - Somewhat more susceptible to adverse effects of changss in financial conditions; satisfactory

NP - Not Prime

Moody's Issuer Rating Symbols:

Aaa - Offer exceptional financial security (high-grade)
Aa - Offer excellent financial security (high-grade)

A - Offer good financial security

Baa - Offer adequate financial security

Ba - Offer questionable financial security

B - Offer poor financial security

Caa - Offer very poor financiat sscurity

Ca - Offer extremely poor financial security

C - Lowest rated class, usually in default

{Moody's Long-Term Debt Ratings:

Aaa - Best Quality

Az - High Quality

A - Posess many favorable investment attributes

Baa - Medium-grade obligations

Ba - Posess speculative elements

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

Ca - Speculative in a high degree

C - Lowest rated class of bonds

Modifiers:

1 - Higher end of letter rating category
2 - Mid-rangs of letter rating category

3 - Lower end of lefter rating category

A-3 - Exhibits adequate protection parameters

B - Significant speculative characteristics, faces major ongoing uncertainties

C - Vuinerable o non-payment

D - Payment default

Modifiers:

+ or - show relative standing within the category.

$&P Outlook Definitions:

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

S&P Long-Term Debt Ratings:
AAA - Highest rating, extremely strong
AA - Differs slightly from highest rating, very strong

A - More susceptible to adverse effects of change in economic condition, strong

BBB - Exhibits adequate protection parameters

BB, B, - Have significant speculative characteristics. BB least speculative

CCC, CC, C - C highest degree

D - Payment default

Modifiers:

+ or - show relative standing within the category.
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