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REVENUES AND EXPENDITURES 

 



State of Rhode Island
Summary of Revenues

June 30, 2014

2014 2013 2012 2011 2010 2009

PERSONAL INCOME TAX 1,115,513,000$                      1,085,765,000$                  1,060,482,000$                  1,021,339,000$                  898,113,000$                     940,513,781$                     

GENERAL BUSINESS TAXES:
    Business Corporations 114,215,000$                             131,828,000$                         123,054,000$                         84,510,000$                       146,835,000$                     104,436,811$                         
    Gross Earnings Tax-Public Utilities 101,382,000$                             99,641,000$                           100,631,000$                         103,744,000$                     95,793,000$                       126,664,890$                         
    Income Tax-Financial Institutions 16,611,000$                               12,595,000$                           3,558,000$                            2,459,000$                        2,319,000$                        5,358,740$                            
    Tax on Insurance Companies 102,357,000$                             92,745,000$                           89,488,000$                           60,590,000$                       95,921,000$                       78,016,930$                           
    Tax on Deposits-Banking Institutions 2,472,000$                                 2,877,000$                            2,001,000$                            1,967,000$                        1,860,000$                        1,802,796$                            
    Health Care Provider Assessment 42,131,000$                               41,569,000$                           41,922,000$                           40,761,000$                       40,254,000$                       46,030,570$                           

SALES AND USE TAXES:
    Sales and Use Tax 916,083,000$                             878,866,000$                         851,056,000$                         813,007,000$                     803,395,000$                     807,946,985$                         
    Motor Vehicle Tax 52,408,000$                               49,431,000$                           48,392,000$                           47,655,000$                       48,285,000$                       47,925,805$                           
    Gasoline Tax 524,000$                                    438,000$                               733,000$                               1,055,000$                        969,000$                           1,325,034$                            
    Cigarette Tax 139,462,000$                             132,516,000$                         131,086,000$                         134,060,000$                     138,315,000$                     130,503,213$                         
    Alcohol 18,252,000$                               12,176,000$                           11,874,000$                           11,683,000$                       11,269,000$                       10,811,831$                           

OTHER TAXES:
    Inheritance and Gift 43,592,000$                               28,489,000$                           46,412,000$                           46,855,000$                       29,057,000$                       28,096,912$                           
    Racing and Athletics 1,177,000$                                 1,171,000$                            1,327,000$                            1,325,000$                        1,492,000$                        2,450,809$                            
    Realty Transfer Tax 7,962,000$                                 7,399,000$                            6,435,000$                            6,371,000$                        6,994,000$                        6,811,322$                            

TOTAL TAXES 2,674,141,000$                      2,577,506,000$                  2,518,451,000$                  2,377,381,000$                  2,320,871,000$                  2,338,696,429$                  

DEPARTMENTAL RECEIPTS 360,678,000$                             356,832,000$                         339,895,000$                         332,715,000$                         333,128,000$                         318,804,246$                         

          Total Taxes and Departmentals 3,034,819,000$                          2,934,338,000$                      2,858,346,000$                      2,710,096,000$                      2,653,999,000$                      2,657,500,675$                      

OTHER SOURCES

    Gas Tax Transfer -$                                           -$                                       -$                                       -$                                       24,000$                                 4,327,710$                            
    Other Miscellaneous 6,392,000$                                 4,166,000$                            20,110,000$                           11,116,000$                           12,467,000$                           17,813,994$                           
    Lottery 376,327,000$                             379,225,000$                         377,706,000$                         354,861,000$                         344,673,000$                         337,515,478$                         
    Unclaimed Property 12,724,000$                               6,269,000$                            14,556,000$                           7,640,000$                            5,867,000$                            8,044,126$                            

        Total Other Sources 395,443,000$                             389,660,000$                         412,372,000$                         373,617,000$                         363,031,000$                         367,701,308$                         

        Total General Revenues 3,430,261,000$                          3,323,998,000$                      3,270,718,000$                      3,083,713,000$                      3,017,030,000$                      3,025,201,983$                      

Restricted Revenue/Other 216,142,000$                             220,983,000$                         192,642,000$                         174,192,000$                         149,638,000$                         133,872,448$                         
Federal Grants 2,345,942,000$                          2,129,847,000$                      2,119,476,000$                      2,314,100,000$                      2,275,606,000$                      2,001,605,092$                      
Other Revenue 59,334,000$                               62,372,000$                           67,640,000$                           65,933,000$                           67,628,000$                           57,659,514$                           

TOTAL 6,051,679,000$                      5,737,200,000$                  5,650,476,000$                  5,637,938,000$                  5,509,902,000$                  5,218,339,037$                  

Source Data: This data is sourced from the Comprehensive Annual Financial Report prepared by the Office of Accounts and Controls, page titled Schedule of Revenues, Expenditures and Changes in Fund Balance, published at http://controller.admin.ri.gov/Financial Reports/index.php
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Summary of Revenues FY 10 - FY 14 
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State of Rhode Island
Summary of Expenditures

June 30, 2014

2014 2013 2012 2011 2010 2009

General Government 468,696,000$        504,096,000$          507,698,000$              510,102,000$              577,900,000$              618,914,000$              
Human Services 3,325,539,000$      3,042,755,000$       2,969,166,000$           3,009,098,000$           2,884,418,000$           2,711,166,000$           
Education 1,357,630,000$      1,330,129,000$       1,281,879,000$           1,287,549,000$           1,239,074,000$           1,217,271,000$           
Public Safety 479,997,000$        463,734,000$          459,114,000$              428,687,000$              394,860,000$              401,976,000$              
Environment 76,118,000$          70,145,000$            75,141,000$                71,812,000$                67,427,000$                68,933,000$                
Debt Service 188,013,000$        193,443,000$          184,960,000$              182,595,000$              189,355,000$              169,956,000$              

Total Expenditures 5,895,993,000$      5,604,302,000$       5,477,958,000$           5,489,843,000$           5,353,034,000$           5,188,216,000$           

Source Data: This data is sourced from the Comprehensive Annual Financial Report prepared by the Office of Accounts and Controls published at http://controller.admin.ri.gov/Financial Reports/index.php
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SHORT TERM CASH AND INVESTMENTS 

 

  



Fund Count  Amt. Matured  Interest Earned 
(W)Avg Interest 

Rate
(W)Avg 

Duration (Days)
GENERAL FUND 259 2,942,137,597.29$            537,597.29$                       0.30% 1.00
H.A.V.A                        12 0.31$                                   0.31$                                   0.11% 1.00
GENERAL FUND (HIST PRES)       12 432.95$                              432.95$                              0.08% 1.00
HISTORIC TAX CREDIT 15 3,100,510.07$                   510.07$                              0.08% 1.00
HIGHWAY FUND                   104 301,132,080.29$               32,080.29$                         0.20% 1.00
T.D.I. RESERVE (DET)           87 434,653,388.96$               240,789.84$                       0.22% 24.26
RICAP GL FUND 74 153,935,362.13$               135,362.13$                       0.17% 1.00
BOND CAPITAL FUND              34 32,008,009.87$                 8,009.87$                           0.25% 1.00
R.I. CLEAN WATER ACT           24 2,652.81$                           2,652.81$                           0.08% 1.00
STATE LOTTERY FUND             219 404,808,323.91$               108,323.91$                       0.25% 1.00
ASSESSED FRINGE BEN ADM        25 1,500,133.01$                   133.01$                              0.08% 1.00
AUTO EQUIPMENT SERVICE         12 37.62$                                37.62$                                0.06% 1.00
HEALTH INSURANCE FUND          39 99,625,517.20$                 25,517.20$                         0.08% 1.00
FLEET REVOLVING LOAN FUND 24 18,259.62$                         18,259.62$                         0.24% 1.00
EMPLOYEES RETIREMENT           186 407,900,382.35$               50,382.35$                         0.31% 1.00
MUNICIPAL EMPLOYEES RET.       155 42,105,066.74$                 5,066.74$                           0.25% 1.00
RETIREE HEALTH FUND 21 10,020,770.62$                 770.62$                              0.08% 1.00
BOG RETIREE FUND 13 255,076.46$                       76.46$                                0.08% 1.00
RIPTA HEALTH FUND 13 685,188.36$                       188.36$                              0.08% 1.00
PERMANENT SCHOOL FUND          24 1,558.12$                           1,558.12$                           0.08% 1.00
TEACHER RETIREE HEALTH FUND 14 1,930,346.18$                   346.18$                              0.08% 1.00
RISTP RETIREE HEALTH 13 285,187.28$                       187.28$                              0.08% 1.00
RILEG RETIREEHEALTH 13 55,001.39$                         1.39$                                   0.08% 1.00
RIJUD RETIREE HEALTH 13 80,032.20$                         32.20$                                0.06% 1.00
UNIVERSITY COLLEGE             17 5,400,492.54$                   492.54$                              0.08% 1.00
HIGHER EDUCATION 16 9,901,341.75$                   1,341.75$                           0.08% 1.00
INDUS. BLDG. & MTG. INS.       14 2,387.91$                           2,387.91$                           0.08% 1.00

Total Short Term Investments 1452 4,851,545,138$             1,172,538.82$               0.23% 3.08

Source: Data acquired from the State's Investment Management Software, APS2

State of Rhode Island
Office of the General Treasurer

Schedule of Interest Earned
FY 2014



GENERAL FUND Collateralized Deposit 243 2,848,410,760$            510,760.16$                            2,848,921,520.32$  147,940,164.45$              1.00 0.35%
OSIP Fund 16 93,726,837$                 26,837.13$                              93,753,674.26$       33,845,636.35$                1.00 0.08%

GENERAL FUND Total 259 2,942,137,597$             537,597.29$                              2,942,675,194.58$  181,785,800.80$               1.00 0.30%

H.A.V.A Collateralized Deposit 12 0$                                 0.31$                                       0.62$                       294.60$                            1.00 0.11%
H.A.V.A Total 12 0$                                    0.31$                                         0.62$                         294.60$                              1.00 0.11%

GENERAL FUND (HIST PRES) OSIP Fund 12 433$                             432.95$                                   865.90$                   537,244.71$                     1.00 0.08%
GENERAL FUND (HIST PRES) Total 12 433$                             432.95$                                   865.90$                   537,244.71$                     1.00 0.08%

HIST TAX CREDIT Collateralized Deposit 2 800,005$                      5.48$                                       800,010.96$            2,206.54$                         1.00 0.25%
OSIP Fund 13 2,300,505$                   504.59$                                   2,301,009.18$         612,714.39$                     1.00 0.08%

HIST TAX CREDIT Total 15 3,100,510$                     510.07$                                     3,101,020.14$          614,920.93$                       1.00 0.08%

HIGHWAY FUND Collateralized Deposit 81 241,328,624$               28,623.79$                              241,357,247.58$     11,510,826.49$                1.00 0.25%
OSIP Fund 23 59,803,457$                 3,456.50$                                59,806,913.00$       4,206,466.75$                  1.00 0.08%

HIGHWAY FUND Total 104 301,132,080$                32,080.29$                                301,164,160.58$      15,717,293.24$                 1.00 0.20%

T.D.I. RESERVE (DET) CDARS - CD-Mat A/365 7 175,145,263$               38,371.11$                              175,183,634.51$     13,614,884.64$                27.86 0.28%
Collateralized Deposit 45 97,576,911$                 76,910.83$                              97,653,821.66$       30,745,279.39$                1.00 0.25%
OSIP Fund 15 31,018,345$                 18,344.57$                              31,036,689.14$       23,133,858.03$                1.00 0.08%
Money Market 14 40,274,328$                 61,990.51$                              40,336,318.03$       24,709,766.19$                1.00 0.25%
CD-M A/365 6 90,638,543$                 45,172.82$                              90,683,715.46$       15,080,166.64$                60.67 0.30%

T.D.I. RESERVE (DET) Total 87 434,653,389$                240,789.84$                              434,894,178.80$      107,283,954.89$               24.26 0.22%

RICAP   GL FUND 21 Collateralized Deposit 48 84,042,826$                 42,826.39$                              84,085,652.78$       16,970,804.72$                1.00 0.25%
OSIP Fund 14 69,829,859$                 29,859.45$                              69,859,718.90$       37,626,884.17$                1.00 0.08%
Money Market 12 62,676$                        62,676.29$                              125,352.58$            25,042,838.24$                1.00 0.25%

RICAP   GL FUND 21 Total 74 153,935,362$                135,362.13$                              154,070,724.26$      79,640,527.13$                 1.00 0.17%

BOND CAPITAL FUND Collateralized Deposit 34 32,008,010$                 8,009.87$                                32,016,019.74$       3,207,885.67$                  1.00 0.25%
BOND CAPITAL FUND Total 34 32,008,010$                   8,009.87$                                  32,016,019.74$        3,207,885.67$                   1.00 0.25%

R.I. CLEAN WATER ACT Collateralized Deposit 12 796$                             795.97$                                   1,591.94$                873,907.45$                     1.00 0.09%
OSIP Fund 12 1,857$                          1,856.84$                                3,713.68$                2,304,133.64$                  1.00 0.08%

R.I. CLEAN WATER ACT Total 24 2,653$                            2,652.81$                                  5,305.62$                  3,178,041.09$                   1.00 0.08%

STATE LOTTERY FUND Collateralized Deposit 207 404,802,057$               102,057.34$                            404,904,114.68$     35,421,112.29$                1.00 0.29%
OSIP Fund 12 6,267$                          6,266.57$                                12,533.14$              7,776,152.17$                  1.00 0.08%

STATE LOTTERY FUND Total 219 404,808,324$                108,323.91$                              404,916,647.82$      43,197,264.46$                 1.00 0.25%

ASSESSED FRINGE BEN ADM Collateralized Deposit 12 7$                                 6.66$                                       13.32$                     7,322.76$                         1.00 0.09%
OSIP Fund 13 1,500,126$                   126.35$                                   1,500,252.70$         160,707.93$                     1.00 0.08%

ASSESSED FRINGE BEN ADM Total 25 1,500,133$                     133.01$                                     1,500,266.02$          168,030.69$                       1.00 0.08%

AUTO EQUIPMENT SERVICE Collateralized Deposit 12 38$                               37.62$                                     75.24$                     62,028.12$                       1.00 0.06%
AUTO EQUIPMENT SERVICE Total 12 38$                                  37.62$                                       75.24$                       62,028.12$                         1.00 0.06%

HEALTH INSURANCE FUND Collateralized Deposit 4 31$                               30.73$                                     61.46$                     51,213.42$                       1.00 0.06%
OSIP Fund 35 99,625,486$                 25,486.47$                              99,650,972.94$       31,812,313.71$                1.00 0.08%

HEALTH INSURANCE FUND Total 39 99,625,517$                   25,517.20$                                99,651,034.40$        31,863,527.13$                 1.00 0.08%

FLEET REVOLVING LOAN FUND Collateralized Deposit 24 18,260$                        18,259.62$                              36,519.24$              7,614,222.80$                  1.00 0.24%
FLEET REVOLVING LOAN FUND Total 24 18,260$                          18,259.62$                                36,519.24$               7,614,222.80$                   1.00 0.24%

EMPLOYEES RETIREMENT Collateralized Deposit 186 407,900,382$               50,382.35$                              407,950,764.70$     16,185,867.69$                1.00 0.31%
EMPLOYEES RETIREMENT Total 186 407,900,382$                50,382.35$                                407,950,764.70$      16,185,867.69$                 1.00 0.31%

MUNICIPAL EMPLOYEES RET. Collateralized Deposit 155 42,105,067$                 5,066.74$                                42,110,133.48$       2,008,794.75$                  1.00 0.25%

State of Rhode Island
Office of the General Treasurer

Cash Management - Short-Term Investments

Investment Purchase Analysis - By Fund FY14
Average Daily 

Balance
Maturity YieldFund Investment Type Count EarningsSettlement 

Amount
Total



Average Daily 
Balance

Maturity YieldFund Investment Type Count EarningsSettlement 
Amount

Total

MUNICIPAL EMPLOYEES RET. Total 155 42,105,067$                   5,066.74$                                  42,110,133.48$        2,008,794.75$                   1.00 0.25%

RETIREE HEALTH FUND Collateralized Deposit 2 0$                                 0.02$                                       0.04$                       27.16$                              1.00 0.07%
OSIP Fund 19 10,020,771$                 770.60$                                   10,021,541.20$       951,035.78$                     1.00 0.08%

RETIREE HEALTH FUND Total 21 10,020,771$                   770.62$                                     10,021,541.24$        951,062.94$                       1.00 0.08%

BOG RETIREE FUND OSIP Fund 13 255,076$                      76.46$                                     255,152.92$            93,172.13$                       1.00 0.08%
BOG RETIREE FUND Total 13 255,076$                        76.46$                                       255,152.92$             93,172.13$                         1.00 0.08%

RIPTA HEALTH FUND OSIP Fund 13 685,188$                      188.36$                                   685,376.72$            221,639.98$                     1.00 0.08%
RIPTA HEALTH FUND Total 13 685,188$                        188.36$                                     685,376.72$             221,639.98$                       1.00 0.08%

PERMANENT SCHOOL FUND Collateralized Deposit 12 1$                                 0.66$                                       1.32$                       693.50$                            1.00 0.10%
OSIP Fund 12 1,557$                          1,557.46$                                3,114.92$                1,932,649.97$                  1.00 0.08%

PERMANENT SCHOOL FUND Total 24 1,558$                            1,558.12$                                  3,116.24$                  1,933,343.47$                   1.00 0.08%

TEACHER RETIREE HEALTH FUND OSIP Fund 14 1,930,346$                   346.18$                                   1,930,692.36$         421,861.40$                     1.00 0.08%
TEACHER RETIREE HEALTH FUND Total 14 1,930,346$                     346.18$                                     1,930,692.36$          421,861.40$                       1.00 0.08%

RISTP RETIREE HEALTH OSIP Fund 13 285,187$                      187.28$                                   285,374.56$            231,923.65$                     1.00 0.08%
RISTP RETIREE HEALTH Total 13 285,187$                        187.28$                                     285,374.56$             231,923.65$                       1.00 0.08%

RILEG RETIREEHEALTH Collateralized Deposit 13 55,001$                        1.39$                                       55,002.78$              1,732.29$                         1.00 0.08%
RILEG RETIREEHEALTH Total 13 55,001$                          1.39$                                         55,002.78$               1,732.29$                           1.00 0.08%

RIJUD RETIREE HEALTH Collateralized Deposit 13 80,032$                        32.20$                                     80,064.40$              52,849.16$                       1.00 0.06%
RIJUD RETIREE HEALTH Total 13 80,032$                          32.20$                                       80,064.40$               52,849.16$                         1.00 0.06%

UNIVERSITY COLLEGE Collateralized Deposit 2 0$                                 0.02$                                       0.04$                       60.93$                              1.00 0.03%
OSIP Fund 15 5,400,493$                   492.52$                                   5,400,985.04$         601,963.84$                     1.00 0.08%

UNIVERSITY COLLEGE Total 17 5,400,493$                     492.54$                                     5,400,985.08$          602,024.77$                       1.00 0.08%

HIGHER EDUCATION OSIP Fund 16 9,901,342$                   1,341.75$                                9,902,683.50$         1,733,974.28$                  1.00 0.08%
HIGHER EDUCATION Total 16 9,901,342$                     1,341.75$                                  9,902,683.50$          1,733,974.28$                   1.00 0.08%

INDUS. BLDG. & MTG. INS. Collateralized Deposit 2 0$                                 0.02$                                       0.04$                       44.83$                              1.00 0.04%
OSIP Fund 12 2,388$                          2,387.89$                                4,775.78$                2,963,550.41$                  1.00 0.08%

INDUS. BLDG. & MTG. INS. Total 14 2,388$                            2,387.91$                                  4,775.82$                  2,963,595.24$                   1.00 0.08%

al 1452 4,851,545,138$             1,172,538.82$                          4,852,717,676.76$  502,272,878.01$               3.08 0.23%

Collateralized Deposit 1,121    4,159,128,808$    843,808$                        4,159,972,616$       272,657,339$  
CDARS - CD-Mat A/365 7           175,145,263$       38,371$                          175,183,635$          13,614,885$    
CD-M A/365 6           90,638,543$         45,173$                          90,683,715$             15,080,167$    
OSIP Fund 292       386,295,520$       120,520$                        386,416,040$          151,167,883$  

Investment Type Count Settlement 
Amount

Average Daily 
Balance

TotalEarnings
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C
    - Vulnerable to non-paym

ent
M

oody's Issuer R
ating Sym

bols:
D

    - Paym
ent default

A
aa - O

ffer exceptional financial security (high-grade)
M

odifiers:
A

a   - O
ffer excellent financial security (high-grade)

+ or - show
 relative standing w

ithin the category.
A

    -  O
ffer good financial security

B
aa - O

ffer adequate financial security
S&

P O
utlook D

efinitions:
B

a   - O
ffer questionable financial security

Positive -  A rating m
ay be raised

B
     - O

ffer poor financial security
N

egative -  A rating m
ay be low

ered
C

aa - O
ffer very poor financial security

Stable -  A rating is not likely to change
 

C
a   - O

ffer extrem
ely poor financial security

D
eveloping -  M

ay be raised or low
ered

C
     - Low

est rated class, usually in default
N

M
 -  N

ot m
eaningful

M
oody's Long-Term

 D
ebt R

atings:
S&

P Long-Term
 D

ebt R
atings:

A
aa - Best Q

uality
A

A
A

 - H
ighest rating, extrem

ely strong
A

a   - H
igh Q

uality
A

A
  - D

iffers slightly from
 highest rating, very strong

A
     - Posess m

any favorable investm
ent attributes

A
   - M

ore susceptible to adverse effects of change in econom
ic condition, strong

B
aa - M

edium
-grade obligations

B
B

B
 - Exhibits adequate protection param

eters
B

a   - Posess speculative elem
ents

B
B

, B
,  - H

ave significant speculative characteristics. BB least speculative
B

     - G
enerally lack characteristics of desirable investm

ents
C

C
C

, C
C

, C
 - C

 highest degree
C

aa - Poor standing
D

 - Paym
ent default

C
a   - Speculative in a high degree

M
odifiers:

C
     - Low

est rated class of bonds
+ or - show

 relative standing w
ithin the category.

M
odifiers:

1 - H
igher end of letter rating category

2 - M
id-range of letter rating category

3 - Low
er end of letter rating category

O
ffice of the G

eneral Treasurer
State of R

hode Island

R
atings D

efinitions

June 30, 2014
Issuer C

redit R
ating

Short Term
 Investm

ents



State of Rhode Island 
O

ffice of the General Treasurer
FY2013

R
epo     = R

epurchase A
greem

ent
M

M
K

T    = M
oney M

arket
C

P
          = C

om
m

ercial P
aper

G
ID

        = G
overnm

ent Insured D
eposit

C
D

         = C
ertificate of D

eposit
P

IP
        = C

ollateralized D
eposit

O
S

IP
     = O

cean S
tate Investm

ent P
ool

Vendor
C

P
C

D
M

oney M
kt

PIP
R

epo
G

ID
O

SIP
Total ($)

G
uidelines-Total/Vendor

25%
/10%

50%
/20%

75%
/35%

75%
/35%

100%
/20%

75%
/35%

50%
/50%

O
S

IP
0

0
0

0
0

0
184,454,513

184,454,513
0%

0%
0%

0%
0%

0%
28%

27.59%
B

ank R
I

0
15,125,339

0
0

0
0

0
15,125,339

0%
2%

0%
0%

0%
0%

0%
2.26%

S
antander B

ank
0

0
0

232,937,650
0

0
0

232,937,650
0%

0%
0%

35%
0%

0%
0%

34.84%
C

itizens B
ank

0
0

0
55,357,388

0
0

0
55,357,388

0%
0%

0%
8%

0%
0%

0%
8.28%

W
ebster B

ank
0

0
0

100,308,287
0

0
0

100,308,287
0%

0%
0%

15%
0%

0%
0%

15.00%
W

ashington Trust
0

0
65,379,842

0
0

0
0

65,379,842
0%

0%
10%

0%
0%

0%
0%

9.78%
TD

 B
ank

0
0

0
15,011,253

0
0

0
15,011,253

0%
0%

0%
2%

0%
0%

0%
2.25%

TO
TALS

-
                      

15,125,339
         

65,379,842
         

403,614,579
       

-
                      

-
                      

184,454,513
       

668,574,274
            

(%
) PO

R
TFO

LIO
0.00%

2.26%
9.78%

60.37%
0.00%

0.00%
27.59%

100.00%

N
ote: M

axim
um

 participation by any one  
vendor lim

ited to 35%
 of total portfolio. 

RHO
DE ISLAN

D STATE IN
VESTM

EN
T CO

M
M

ISSIO
N

SHO
RT-TERM

 CASH IN
VESTM

EN
TS AT:

June 30, 2014



State of Rhode Island 
O

ffice of the General Treasurer
FY2013

R
epo     = R

epurchase Agreem
ent

M
M

KT    = M
oney M

arket
C

P          = C
om

m
ercial Paper

G
ID

        = G
overnm

ent Insured D
eposit

C
D

         = C
ertificate of D

eposit
PIP        = C

ollateralized D
eposit

O
SIP     = O

cean State Investm
ent Pool

Vendor
C

P
C

D
M

oney M
kt

PIP
R

epo
G

ID
O

SIP
Total ($)

G
uidelines-Total/Vendor

25%
/10%

50%
/20%

75%
/35%

75%
/35%

100%
/20%

75%
/35%

50%
/50%

O
SIP

0
0

0
0

0
0

187,376,993
187,376,993

0%
0%

0%
0%

0%
0%

26%
26.08%

Bank R
I

0
15,080,167

0
0

0
0

0
15,080,167

0%
2%

0%
0%

0%
0%

0%
2.10%

Sovereign Bank
0

0
0

250,447,987
0

0
0

250,447,987
0%

0%
0%

35%
0%

0%
0%

34.86%
C

itizens Bank
0

0
0

2,851,949
0

0
0

2,851,949
0%

0%
0%

0%
0%

0%
0%

0.40%
W

ebster Bank
0

0
0

212,451,234
0

0
0

212,451,234
0%

0%
0%

30%
0%

0%
0%

29.57%
W

ashington Trust
0

25,173,966
25,042,838

0
0

0
0

50,216,804
0%

4%
3%

0%
0%

0%
0%

6.99%
TO

TA
LS

-
                     

40,254,133
        

25,042,838
        

465,751,170
      

-
                     

-
                     

187,376,993
      

718,425,134
       

(%
) PO

R
TFO

LIO
0.00%

5.60%
3.49%

64.83%
0.00%

0.00%
26.08%

100.00%

N
ote: M

axim
um

 participation by any one  
vendor lim

ited to 35%
 of total portfolio. 

RHO
DE ISLAN

D STATE IN
VESTM

EN
T CO

M
M

ISSIO
N

SHO
RT-TERM

 CASH IN
VESTM

EN
TS AT:

June 30, 2013



State of Rhode Island
Office of the General Treasurer

Short-Term Percentage Invested
FY 2010 - FY 2014

Source Data: This data is derived by calculating the ratio of Invested Balances to Invested Balances + Cash Balances (obtained from bank account analysis and the APS2 investment software; net of Bond proceeds, inclusive of TANS). 

Commentary: The steady decrease in the ratio of cash invested in All Funds from FY2010 through FY2014 reflects a strategic change in cash management, due to the overall declines in short-term interest rates which remain at 
historic lows.  Treasury negotiated favorable Earned Credit Rates as an offset to the lower interest rates in an effort to reduce overall bank fees. As a result, Treasury staff elected to increase bank balances, resulting in a 65% 
decrease of total fees paid from FY2010 to FY2014.  The gap in performance between the General Fund ratio vs. the All Funds ratio is largely the result of statutory provisions on the investment of certain funds.  For example, certain 
allocations of Federal funds are prohibited from being invested by Cash Management.  Therefore, All Funds Cash Invested cannot be regarded as a performance metric, but it is presented for illustrative purposes. 
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Fund
Principal

Cash Balance
Total

G
E

N
E

R
A

L FU
N

D
372,328,056

$                     
7,524,505

$                         
379,852,560

$                      
H

.A
.V

.A
295

$                                    
-

$                                    
295

$                                    
G

E
N

E
R

A
L FU

N
D

 (H
IS

T P
R

E
S

)
537,684

$                            
-

$                                    
537,684

$                             
H

IS
TO

R
IC

 TA
X C

R
E

D
IT

3,202,828
$                         

-
$                                    

3,202,828
$                          

H
IG

H
W

A
Y FU

N
D

23,191,291
$                       

81,553
$                              

23,272,845
$                        

T.D
.I. R

E
S

E
R

V
E

 (D
E

T)
106,561,731

$                     
4,169,000

$                         
110,730,731

$                      
E

M
P

LO
YE

R
 P

E
N

S
IO

N
 C

O
N

TR
IB

U
TIO

N
-

$                                    
-

$                                     
R

IC
A

P
 G

L FU
N

D
 21

86,647,396
$                       

568,730
$                            

87,216,126
$                        

B
O

N
D

 C
A

P
ITA

L FU
N

D
6,228,361

$                         
29,568

$                              
6,257,930

$                          
R

.I. C
LE

A
N

 W
A

TE
R

 A
C

T
3,180,694

$                         
199,182

$                            
3,379,876

$                          
S

TA
TE

 LO
TTE

R
Y FU

N
D

17,648,054
$                       

941,819
$                            

18,589,873
$                        

A
S

S
E

S
S

E
D

 FR
IN

G
E

 B
E

N
 A

D
M

1,507,890
$                         

1,219,907
$                         

2,727,796
$                          

A
U

TO
 E

Q
U

IP
M

E
N

T S
E

R
V

IC
E

1,244
$                                 

722,004
$                            

723,248
$                             

H
E

A
LTH

 IN
S

U
R

A
N

C
E

 FU
N

D
29,083,621

$                       
891,264

$                            
29,974,885

$                        
FLE

E
T R

E
V

O
LV

IN
G

 LO
A

N
 FU

N
D

7,632,482
$                         

38,497
$                              

7,670,979
$                          

E
M

P
LO

YE
E

S
 R

E
TIR

E
M

E
N

T
1,448,576

$                         
23,627,031

$                       
25,075,607

$                        
M

U
N

IC
IP

A
L E

M
P

LO
YE

E
S

 R
E

T.
318,656

$                            
205,454

$                            
524,110

$                             
R

E
TIR

E
E

 H
E

A
LTH

 FU
N

D
2,275,614

$                         
3,427

$                                 
2,279,042

$                          
B

O
G

 R
E

TIR
E

E
 FU

N
D

262,264
$                            

3,802
$                                 

266,066
$                             

R
IP

TA
 R

E
TIR

E
E

 H
E

A
LTH

 FU
N

D
685,666

$                            
3,557

$                                 
689,223

$                             
P

E
R

M
A

N
E

N
T S

C
H

O
O

L FU
N

D
1,934,902

$                         
118,813

$                            
2,053,715

$                          
TE

A
C

H
E

R
 R

E
TIR

E
E

 H
E

A
LTH

 FU
N

D
436,519

$                            
3,537

$                                 
440,056

$                             
R

I S
T P

O
LIC

E
 R

E
TIR

E
E

 H
E

A
LTH

 FU
N

D
452,909

$                            
2,710

$                                 
455,619

$                             
R

I LE
G

IS
LA

TIV
E

 R
E

TIR
E

E
 H

E
A

LTH
 FU

N
D

55,197
$                              

5,538
$                                 

60,734
$                               

R
I JU

D
IC

IA
L R

E
TIR

E
E

 H
E

A
LTH

 FU
N

D
80,169

$                              
3,194

$                                 
83,363

$                               
U

N
IV

E
R

S
ITY C

O
LLE

G
E

8,956
$                                 

27,962
$                              

36,917
$                               

H
IG

H
E

R
 E

D
U

C
A

TIO
N

7,371
$                                 

530,033
$                            

537,403
$                             

IN
D

U
S

. B
LD

G
. &

 M
TG

. IN
S

.
2,855,846

$                         
15,950

$                              
2,871,796

$                          
JU

D
IC

IA
L R

E
TIR

E
M

E
N

T FU
N

D
-

$                                    
147,626

$                            
147,626

$                             
S

TA
TE

 P
O

LIC
E

 R
E

TIR
E

M
E

N
T FU

N
D

-
$                                    

256,549
$                            

256,549
$                             

C
O

R
R

E
C

TIO
N

A
L IN

D
U

S
TR

IE
S

-
$                                    

256,549
$                            

256,549
$                             

D
E

T B
E

N
E

FIT
-

$                                    
1,453,780

$                         
1,453,780

$                          
C

H
ILD

 S
U

P
P

O
R

T
-

$                                    
4,707,976

$                         
4,707,976

$                          
TA

X R
E

FU
N

D
-

$                                    
943,782

$                            
943,782

$                             
M

E
R

C
H

A
N

T D
E

P
O

S
IT

-
$                                    

205,696
$                            

205,696
$                             

TA
X R

E
FU

N
D

/D
IR

E
C

T D
E

P
O

S
IT

-
$                                    

127,188
$                            

127,188
$                             

R
ITE

 C
A

R
E

/R
ITE

 S
H

A
R

E
-

$                                    
50,023

$                              
50,023

$                               
D

IS
B

U
R

S
E

M
E

N
T A

C
C

O
U

N
T

-
$                                    

-
$                                     

IN
TE

R
N

A
L S

E
R

V
IC

E
S

-
$                                    

3,125,058
$                         

3,125,058
$                          

P
A

YR
O

LL A
-

$                                    
684,185

$                            
684,185

$                             
P

E
N

S
IO

N
 C

-
$                                    

2,233,103
$                         

2,233,103
$                          

E
T C

LE
A

R
A

N
C

E
-

$                                    
145,000

$                            
145,000

$                             
E

M
P

LO
YE

R
 TA

X
-

$                                    
75,084

$                              
75,084

$                               
R

E
C

R
E

A
TIO

N
A

L  A
R

E
A

-
$                                    

75,084
$                              

75,084
$                               

R
E

C
O

R
D

 C
E

N
TE

R
-

$                                    
207,031

$                            
207,031

$                             
D

R
E

D
G

IN
G

 A
C

C
O

U
N

T
-

$                                    
673,383

$                            
673,383

$                             

Subtotal
668,574,273

$                     
56,304,131

$                       
724,878,404

$                      

G
.O

. N
O

TE
 1991 S

E
R

. B
-

$                                    
-

$                                    
-

$                                     
C

C
D

L1993A
7,386

$                                 
-

$                                    
7,386

$                                 
B

O
N

D
 C

C
D

L 1994 S
E

R
IE

S
 A

15,001
$                              

-
$                                    

15,001
$                               

B
O

N
D

 C
C

B
L96A

-
$                                    

-
$                                    

-
$                                     

C
A

P
 D

E
V

 O
F 1997 S

E
R

IE
S

 A
41,015

$                              
-

$                                    
41,015

$                               
C

C
D

L1998A
1,695,942

$                         
-

$                                    
1,695,942

$                          
C

C
D

L 1998B
-

$                                    
-

$                                    
-

$                                     
M

M
G

099 1999
-

$                                    
-

$                                    
-

$                                     
B

O
N

D
 C

A
P

ITO
L C

C
D

L2000A
102,391

$                            
-

$                                    
102,391

$                             
M

U
LTI-M

O
D

A
L G

E
N

 O
B

L 2000
-

$                                    
-

$                                    
-

$                                     
C

C
D

L2001C
201,340

$                            
-

$                                    
201,340

$                             
C

C
D

L2002B
-

$                                    
-

$                                    
-

$                                     
C

C
D

L 2004 S
E

R
IE

S
 A

2,446,517
$                         

-
$                                    

2,446,517
$                          

B
O

N
D

 C
C

D
L 2005 S

E
R

IE
S

 C
6,996,341

$                         
-

$                                    
6,996,341

$                          
B

O
N

D
 C

C
D

L 2005 S
E

R
IE

S
 E

393,345
$                            

-
$                                    

393,345
$                             

B
O

N
D

 C
C

D
L 2006 S

E
R

IE
S

 B
-

$                                    
-

$                                    
-

$                                     
B

O
N

D
 C

C
D

L 2006 S
E

R
IE

S
 C

1,416,840
$                         

-
$                                    

1,416,840
$                          

G
O

 B
N

D
-N

TA
X 2007 S

E
R

IE
S

 A
3,804,302

$                         
-

$                                    
3,804,302

$                          
G

O
 B

N
D

-TA
X 2007 S

E
R

IE
S

 B
-

$                                    
-

$                                    
-

$                                     
G

O
 B

N
D

-N
TA

X 2008 S
E

R
IE

S
 B

349,808
$                            

-
$                                    

349,808
$                             

G
O

 B
N

D
-TA

X 2008 S
E

R
IE

S
 C

-
$                                    

-
$                                    

-
$                                     

C
C

D
L10B

 B
O

N
D

 C
A

P
ITA

L C
O

M
P

O
N

E
N

T
1,730,111

$                         
-

$                                    
1,730,111

$                          
C

C
D

L2010C
159,156

$                            
-

$                                    
159,156

$                             
C

C
D

L2010D
103,923

$                            
-

$                                    
103,923

$                             
C

C
D

L2011A
16,921,223

$                       
-

$                                    
16,921,223

$                        
C

C
D

L2012B
55,255,104

$                       
-

$                                    
55,255,104

$                        
G

O
 C

C
D

L 2013A
20,368,284

$                       
-

$                                    
20,368,284

$                        
G

O
 C

C
D

L 2013B
9,375,600

$                         
-

$                                    
9,375,600

$                          
G

O
 C

C
D

L 2014A
-

$                                    
-

$                                    
-

$                                     
G

O
 C

C
D

L 2014B
-

$                                    
-

$                                    
-

$                                     
C

LE
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N
 W

A
TE

R
 C

C
D

L 1998B
-

$                                    
-

$                                    
-

$                                     
C

LE
A

N
 W

A
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R
 C

C
D

L 1994 (A
)

-
$                                    

-
$                                    

-
$                                     

C
A

P
 D

E
V

. O
F 1997 S

E
R

IE
S

 A
-

$                                    
-
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-

$                                     
C

LE
A

N
 W

A
TE

R
 C

C
D

L 2002 B
-

$                                    
-

$                                    
-

$                                     
C

LE
A

N
 W

A
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R
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E
R

IE
S

 A
187,033
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-

$                                    
187,033
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C

LN
 W

A
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R
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C
D

L 2005 S
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R
 E

-
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-
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-
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C
A

P
 D

E
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. O
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E
R

IE
S

 A
-

$                                    
-

$                                    
-

$                                     
R

I P
O

LLU
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O
N
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E

R
. A

-
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-
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-
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C
C

D
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-
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P

O
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TR
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C
D

L 2006 S
E

R
 C

-
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-
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-
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C
LE

A
N
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TE
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E

R
IE

S
 A

283,270
$                            

-
$                                    

283,270
$                             

R
I P

O
LLU

TIO
N
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O

N
TR

O
L 2008 B

-
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-
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-
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State of Rhode Island
Office of the General Treasurer

Short-Term Average Bank Balance and Average Invested Balance
Actual FY2010-FY2014

Commentary: This chart accurately reflects the cyclical pattern of the State's cash flow over the last 5 years, net of Bond proceeds and TANS.  It also clearly demonstrates the increase in 
cash on deposit throughout that time as a result of the increased Earned Credit Rate and the decline in market interest rates.
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State of Rhode Island
Office of the General Treasurer

General Fund Interest Earnings / Average Rate
FY 2005 - FY 2014

Source Data: Investment Earnings information and Average Rate information are obtained from the State Investment Software: APS2. The Average Rate is the 
Weighted Average interest rate for an entire fiscal year's short-term investments.
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State of R
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FY2014

Source D
ata: This A

vg E
arnings and E

arnings R
ate are derived from

 the S
tate Investm

ent S
ystem
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S
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ark is 

the 30 D
ay Treasury B
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FY2014 FY2013 FY2012 FY2011

Average Daily Cash Position 676,034,250.66$              630,521,368$            680,104,531$            753,370,282$            

Average Daily Bank Balance 97,816,296.14$                102,816,296$            102,665,672$            99,848,740$              

Percent of Cash Invested 85.56% 83.71% 84.94% 86.78%

Percent of GF Cash Invested 98.40% 99.66% 99.41% 98.40%

Average Maturity of Portfolio 3.08 4.04 3.53 Days 8.08 Days

Spread to Benchmark 19.9 Basis Points 18.3 Basis Points 21.2 Basis Points 18.3 Basis Points

Average Rate of Return 0.23% 0.26% 0.24% 0.28%

State of Rhode Island
Office of the General Treasurer

Cash Management Summary
All Funds, FY 2011 - FY 2014

Note:  "Cash Position" includes all operating fund investments, inclusive of TANS.



OSIP – OCEAN STATE INVESTMENT POOL 



State of Rhode Island
O

SIP Perform
ance FY14

July 1, 2013-June 30, 2014

Fund N
am

e
Beginning Balance

Ending Balance
Average Daily Balance

Earnings
Yield

GEN
ERAL FU

N
D

57,296,869.23
$        

52,523,706.36
$      

33,845,636.35
$                

26,837.13
$     

0.08%
GEN

ERAL FU
N

D (HIST PRES)
537,244.71

$              
537,677.66

$           
537,244.71

$                     
432.95

$          
0.08%

HISTO
RIC TAX CREDITS

102,303.43
$              

2,402,808.02
$        

612,714.39
$                     

504.59
$          

0.08%
HIGHW

AY FU
N

D
11,415,781.82

$        
1,019,238.32

$        
4,206,466.75

$                  
3,456.50

$       
0.08%

T.D.I. RESERVE (DET)
23,007,830.63

$        
32,026,175.20

$      
23,133,858.03

$                
18,344.57

$     
0.08%

RICAP GL FU
N

D 21
49,023,322.53

$        
46,353,181.98

$      
37,626,884.17

$                
29,859.45

$     
0.08%

R.I. CLEAN
 W

ATER ACT
2,304,133.64

$           
2,305,990.48

$        
2,304,133.64

$                  
1,856.84

$       
0.08%

STATE LO
TTERY FU

N
D

7,776,152.17
$           

7,782,418.74
$        

7,776,152.17
$                  

6,266.57
$       

0.08%
ASSESSED FRIN

GE BEN
 ADM

433.96
$                     

1,500,560.31
$        

160,707.93
$                     

126.35
$          

0.08%
HEALTH IN

SU
RAN

CE FU
N

D
24,858,067.13

$        
29,083,553.60

$      
31,812,313.71

$                
25,486.47

$     
0.08%

RETIREE HEALTH FU
N

D
1,954,816.60

$           
2,275,587.20

$        
951,035.78

$                     
770.60

$          
0.08%

BO
G RETIREE FU

N
D

437,185.83
$              

262,262.29
$           

93,172.13
$                       

76.46
$            

0.08%
RIPTA HEALTH FU

N
D

1,488,475.60
$           

685,663.96
$           

221,639.98
$                     

188.36
$          

0.08%
PERM

AN
EN

T SCHO
O

L FU
N

D
1,932,649.97

$           
1,934,207.43

$        
1,932,649.97

$                  
1,557.46

$       
0.08%

TEACHER RETIREE HEALTH FU
N

D
306,162.77

$              
436,508.95

$           
421,861.40

$                     
346.18

$          
0.08%

RI ST PO
L RETIREE HEALTH

567,718.17
$              

452,905.45
$           

231,923.65
$                     

187.28
$          

0.08%
U

N
IVERSITY CO

LLEGE
908,402.20

$              
8,894.72

$               
601,963.84

$                     
492.52

$          
0.08%

HIGHER EDU
CATIO

N
306,029.07

$              
7,370.82

$               
1,733,974.28

$                  
1,341.75

$       
0.08%

IN
DU

S. BLDG. &
 M

TG. IN
S.

3,153,413.42
$           

2,855,801.31
$        

2,963,550.41
$                  

2,387.89
$       

0.08%

O
perating Funds Totals

187,376,992.88
$      

184,454,512.80
$   

151,167,883.29
$              

120,519.92
$   

0.08%
  

  
  

CCDL1993A
7,385.84

$                  
7,385.72

$               
7,382.61

$                          
5.96

$              
0.08%

BO
N

D CCDL 1994 SERIES A
15,001.20

$                
15,000.96

$             
14,994.65

$                       
12.08

$            
0.08%

CAP DEV O
F 1997 SERIES A

41,015.61
$                

41,014.96
$             

40,997.72
$                       

33.02
$            

0.08%
CCDL1998A

1,695,968.70
$           

1,695,941.93
$        

1,695,229.59
$                  

1,366.15
$       

0.08%
BO

N
D CAPITO

L CCDL2000A
102,392.32

$              
102,390.71

$           
102,347.70

$                     
82.49

$            
0.08%

CCDL2001C
201,342.93

$              
201,339.75

$           
201,255.19

$                     
162.17

$          
0.08%

CCDL 2004 SERIES A
3,003,466.67

$           
2,446,516.51

$        
2,698,191.55

$                  
2,175.79

$       
0.08%

BO
N

D CCDL 2005 SERIES C
7,207,455.38

$           
6,996,341.15

$        
7,105,851.67

$                  
5,727.05

$       
0.08%

BO
N

D CCDL 2005 SERIES E
717,075.79

$              
393,344.94

$           
675,558.64

$                     
544.63

$          
0.08%

BO
N

D CCDL 2006 SERIES C
2,438,581.80

$           
1,416,839.81

$        
2,361,497.88

$                  
1,903.71

$       
0.08%

GO
 BN

D-N
TAX 2007 SERIES A

5,938,811.58
$           

3,804,302.19
$        

5,830,968.74
$                  

4,699.03
$       

0.08%
GO

 BN
D-N

TAX 2008 SERIES B
349,813.23

$              
349,807.70

$           
349,660.77

$                     
281.78

$          
0.08%

CCDL10B BO
N

D CAPITAL CO
M

PO
N

EN
T

1,833,369.80
$           

1,730,110.66
$        

1,744,078.44
$                  

1,407.66
$       

0.08%
CCDL10C

161,617.33
$              

159,155.91
$           

160,457.44
$                     

129.31
$          

0.08%
CCDL10D

103,924.23
$              

103,922.59
$           

103,878.94
$                     

83.71
$            

0.08%
CCDL2011A

29,082,239.79
$        

16,921,223.07
$      

24,871,575.37
$                

20,044.46
$     

0.08%
CCDL2012B

58,345,985.23
$        

55,255,103.50
$      

56,063,869.51
$                

45,222.38
$     

0.08%
GO

 CCDL 2013A
-

$                            
20,368,284.16

$      
24,871,575.37

$                
13,872.99

$     
0.08%

GO
 CCDL 2013B

-
$                            

9,375,599.67
$        

56,063,869.51
$                

5,836.92
$       

0.08%
CLEAN

 W
ATER 2004 SERIES A

222,538.96
$              

187,033.17
$           

196,176.91
$                     

158.63
$          

0.08%
CCDL99A 1999A

205,305.72
$              

205,302.48
$           

205,215.61
$                     

165.38
$          

0.08%
CLEAN

 W
ATER 2007 SERIES A

283,274.65
$              

283,270.18
$           

283,150.32
$                     

228.19
$          

0.08%
CCDL2011A CLEAN

 W
ATER CO

M
PO

N
EN

T
1,236,098.57

$           
1,236,079.06

$        
1,235,556.06

$                  
995.71

$          
0.08%

Bond Proceeds Fund Totals
113,192,665.33

$      
123,295,310.78

$   
186,883,340.19

$              
105,139.20

$   
0.07%

TAN
S PRO

CEEDS
-

$                            
-

$                         
-

$                                   
-

$                
0.00%

Grand Totals
300,569,658.21

$      
307,749,823.58

$   
338,051,223.48

$              
225,659.12

$   
0.08%



INVESTMENT TYPE TOTAL VALUE AT 6/30/13
0-30 31-90 90-180 181-397 >397

Certificate of Deposit 5,000,000     -                    -                    -                    -                          5,000,000$                 
Financial Company CP 75,245,591   109,456,461  42,976,681   10,998,553   -                          238,677,286$             
Asset Backed CP 3,999,913     5,998,155     -                    -                    -                          9,998,068$                 
Other CP 7,499,337     -                    5,995,244     -                    -                          13,494,581$               
Treasury Debt 12,606,087   8,008,185     6,003,975     3,995,612     -                          30,613,859$               
Other Note -                    1,000,000     5,000,000     -                    -                          6,000,000$                 
Variable Rate Demand Note -                    -                    -                    -                    -                          -$                            
Gov't Agency Debt -                    2,999,884     -                    9,998,979     8,768,652           21,767,515$               
Gov't Agency Repo 90,375,000   -                    -                    -                    -                          90,375,000$               
Other Repo 58,000,000   5,000,000     16,000,000   -                    -                          79,000,000$               
Other 2,160,983     2,406,884     -                    -                    -                          4,567,867$                 

Source Data: Fidelity OSIP Annual Report FY2014. Weighted average maturity for the fiscal year was 51 days.

MATURITIES

STATE OF RHODE ISLAND
OFFICE OF THE GENERAL TREASURER
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OSIP Investment Allocation at 06/30/2014 
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July August September October November December January February March April May June TOTAL

2013 2013 2013 2013 2013 2013 2014 2014 2014 2014 2014 2014 2014

 Beginning Balance 468,157,555           326,882,062           195,511,296           203,889,552           176,779,981           106,045,394           102,591,012           107,889,843           40,188,291             65,373,465             132,300,971           77,326,272             468,157,555             

Add: Receipts/Deposits
0 0 0 0 0 0 0 0 0 0 0 0 0

Motor Vehicles ACH & CHK 10,987,830 10,476,252 10,704,824 10,663,454 8,891,050 8,132,020 9,886,681 8,548,412 11,840,475 13,371,937 13,208,385 13,135,202 129,846,522

EOHHS ACH & CHK 6,404 32,473 25,145 10,288 182,435 10,486 20,528 74,928 8,598 21,271 10,016 1,881 404,453

Dept Bus Reg ACH & CHK 909,421 562,160 777,504 609,292 1,581,917 627,056 1,121,517 362,882 1,372,901 1,184,461 529,740 1,930,573 11,569,425

Secretary of State CHK 319,927 300,531 425,456 354,405 311,861 292,974 383,185 420,065 403,731 321,147 238,613 265,102 4,036,997

Dept Env Mgt ACH & CHK 1,049,479 893,380 465,002 726,052 999,560 1,149,335 1,844,084 995,748 813,966 889,497 767,459 636,566 11,230,128

Dept of Health ACH & CHK 100,401 522,194 130,229 132,930 118,870 69,791 49,974 113,781 86,196 52,276 59,172 88,418 1,524,231

Miscellaneous Receipts 36,636,575 16,437,858 25,853,740 23,759,340 14,488,459 20,635,150 12,577,361 16,178,704 15,503,513 14,177,012 16,717,341 27,153,653 240,118,706

Federal Grants 269,551,461 157,975,193 131,993,878 178,888,910 170,772,694 150,882,631 235,428,157 193,551,393 209,460,070 196,398,385 270,555,772 200,015,995 2,365,474,539

Interest 58,146 89,948 64,646 50,779 0 30,723 29,093 43,496 28,172 23,324 33,819 32,711 484,857

Add: Receipts/Wires

Lottery Wires In 0 32,924,233 33,612,717 31,354,836 30,355,737 30,384,026 29,051,146 28,904,746 29,835,377 35,364,641 32,051,970 63,064,470 376,903,899

Payroll Receipts 20,727,798 23,681,740 20,462,967 20,157,772 20,571,168 20,315,104 24,611,016 21,108,133 19,484,687 20,349,372 19,845,067 20,550,017 251,864,841

Transfers in from DOT/ISTEA 1,909 2,056 2,120 7,594,450 2,961 7,595,099 4,002 3,326 2,228 2,172 2,393 15,304,876 30,517,591

Transfers in University/Colleges 28,497,394 42,821,010 30,337,269 29,706,599 29,531,613 30,381,897 44,081,316 29,591,110 27,338,654 29,341,863 29,515,947 28,762,499 379,907,171

Transfers in from Bond Capital 0 0 7,807 6,843 7,311 8,292 12,026 0 7,171 11,686 10,780 9,490 81,407
TANS Proceeds 0 0 0 0 0 0 0 0 0 0 0 0 0
Historic Tax Credit 0 7,050,527 608,758 1,336,871 2,171,851 1,285,331 549,810 994,481 147,011 1,707,247 528,072 359,327 16,739,285

Taxation ACH & CHK Receipts 329,092,553 200,214,107 250,477,611 203,478,585 194,812,210 232,795,791 249,733,188 200,387,043 336,318,895 331,212,169 203,219,103 396,413,065 3,128,154,319

Miscellaneous Receipts                              8,825,408 8,334,960 9,297,147 9,460,982 11,748,134 3,637,819 7,781,592 7,378,179 11,053,318 6,532,600 19,198,436 12,181,997 115,430,572

Total Receipts 706,764,706 502,318,622 515,246,820 518,292,389 486,547,831 508,233,524 617,164,677 508,656,425 663,704,962 650,961,059 606,492,086 779,905,841 7,064,288,944

Less: Disbursements
Temp Assist. for Needy Families (TANF) 2,714,434 2,915,726 2,830,076 2,785,022 2,725,493 2,727,881 2,657,933 2,628,257 2,601,100 2,563,290 2,586,860 2,639,302 32,375,375

Pension 34,302,376 15,847,621 13,993,937 17,528,015 18,162,475 15,458,795 21,067,658 19,423,909 17,427,625 21,355,724 7,101,507 11,382,051 213,051,694

SSI Payments 3,018,386 1,501,217 1,470,779 1,520,739 1,506,718 1,399,487 1,641,255 1,491,865 1,531,386 1,491,643 1,485,555 0 18,059,029

Medicaid Payments                                     302,093,636 218,444,453 119,359,216 167,229,081 229,249,446 171,814,658 195,880,907 196,638,047 196,091,010 153,418,620 279,791,487 108,179,644 2,338,190,205

RICAP Funding 90,582,875 275,542 9,009,931 18,475,133 1,792,466 745,535 2,606,729 1,909,159 3,278,840 0 51,623,941 52,549,412 232,849,563

Transfers out to University/Colleges 19,409,557 28,528,526 19,219,021 7,396,284 8,396,284 10,596,284 13,674,380 6,852,898 6,960,340 9,151,930 9,411,715 8,917,718 148,514,936

Personal / Corp.  Income tax 7,306,784 4,519,127 3,465,256 5,341,502 7,907,542 7,123,539 2,939,012 66,574,640 62,779,849 67,251,043 21,418,129 9,065,811 265,692,234

Debt Service 14,040,676 43,784,695 17,180,764 27,218,571 22,637,453 209,086 25,481,590 3,380,036 407,869 19,858,533 21,641,653 163,367 196,004,294
TANS & TDI Repayment 0 0 0 0 0 0 0 0 0 0 0 0 0
DHS - Child Care Assistance Program 4,181,694 4,732,481 2,433,713 5,975,373 4,067,935 4,007,670 3,877,993 1,864,949 4,108,376 6,017,402 4,218,838 4,236,667 49,723,091

Payroll/ FICA/ Misc 70,183,065 93,876,784 79,348,674 69,097,401 68,514,174 71,420,141 95,069,908 69,598,919 78,941,876 68,194,787 68,675,304 71,631,406 904,552,440

Payroll/ Workers Comp 4,059,323 4,174,056 2,804,933 2,801,705 2,792,147 2,790,198 4,168,094 2,794,864 2,790,201 2,776,381 2,781,779 2,792,891 37,526,571

Payroll/ Health Insurance 20,743,958 32,074,722 21,505,218 21,177,807 21,503,267 21,521,043 32,099,068 20,985,451 13,254,475 21,282,041 21,072,864 21,253,075 268,472,988

Payroll/ Retirement Contribution 16,277,494 25,182,301 17,541,101 16,989,181 16,982,120 17,172,588 25,502,671 17,067,680 17,025,746 17,032,470 16,997,251 17,089,155 220,859,758

Transfers out to DOT/ISTEA 6,407,314 11,952,694 12,131,084 17,514,607 11,790,360 11,056,483 11,386,355 12,046,972 9,673,213 12,456,474 11,061,023 13,326,488 140,803,067

Misc Split / CSH / Interfund 10,389,515 4,011,332 34,606,122 4,975,850 3,212,559 12,049,885 14,065,175 18,543,840 32,714,461 15,583,235 10,687,220 9,110,299 169,949,494

Disb. Check/ACH Pmts (ex. St/School Aid) 242,329,114 141,868,111 149,968,738 159,375,689 136,041,981 161,594,633 159,747,118 134,556,493 188,933,420 165,599,981 130,911,657 149,730,420 1,920,657,354

Total Disbursements 848,040,200 633,689,388 506,868,564 545,401,959 557,282,418 511,687,906 611,865,846 576,357,978 638,519,788 584,033,553 661,466,785 482,067,707 7,157,282,093

Overall Cash Position 326,882,062           195,511,296           203,889,552           176,779,981           106,045,394           102,591,012           107,889,843           40,188,291             65,373,465             132,300,971           77,326,272             375,164,407           375,164,407             

State of Rhode Island
Office of the General Treasurer
Cash Flow Analysis Summary

Fiscal 2014



State of Rhode Island
Office of the General Treasurer

General Fund Cash Flow
FY2009-FY2013

Source Data: Actual Cash Flow figures from daily Treasury operations. The Beginning Balance represents the Cash Balance at July 1st of each Fiscal Year; all other figures represent the balance at 
month-end.

Commentary: Though there is some variance, this chart demonstrates the very cyclical nature of the State's cash flow. Any proceeds from TANS have been removed from the data to produce a more 
accurate history of cash flow as a function of revenue and expenditures.  The chart clearly demonstrates that FY2014 has continued the trend of increased consistency and a positive cash balance.  Due 
to the fact that TANS was issued and never utilized in FY2012, there was no issuance of TANS in FY2013 or FY2014 and the State remained cash positive throughout the year.
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ABRAHAM TOURO FUND
INVESTMENT SUMMARY

Fiscal Year 2014

Month End Year Total Market Value
July 2013 $2,356,457
August 2013 $2,313,054
September 2013 $2,381,864
October 2013 $2,458,004
November 2013 $2,507,739
December 2013 $2,555,593
January 2014 $2,416,379
February 2014 $2,508,031
March 2014 $2,502,640
April 2014 $2,501,052
May 2014 $2,551,961
June 2014 $2,605,037

*2014 FY Net Change $248,580

*Includes the annual withdrawl on January 2014 of $101,066

$2,150,000
$2,200,000
$2,250,000
$2,300,000
$2,350,000
$2,400,000
$2,450,000
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Total Market Value FY 2014 

Total Market Value



ACCOUNTS RECEIVABLE 

 



July, 2014 July, 2013 July, 2012 July, 2011 July, 2010 July, 2009 July, 2008
Total Arrears Total Arrears Total Arrears Total Arrears Total Arrears Total Arrears Total Arrears

Teachers
Barrington
Burrillville 14,539.81$       
Chariho Regional
Coventry 628,741.00$ 
East Providence
East Greenwich 112,452.23$     
Foster
Gloucester 69,892.37$          
Jamestown
Johnston 13,222.62$       
Lincoln 741,037.75$        299,312.44$          
Little Compton
Newport 13,110.92$       
N Providence
N Smithfield 5,435.00$     
N Kingston 907,465.14$     
Providence (long term subs) 4,717,669.24$  343,986.65$          
Segue Institute 6,821.14$     
Smithfield
South Kingstown
Southern RI Collaborative
Tiverton 151,754.00$          
Trinity Academy 17,181.37$       
Urban Collaborative 28,299.56$       
West Bay Collaborative
Westerly
Woonsocket 1,446,130.59$     

Subtotal 634,176.00$ 6,821.14$     5,823,940.89$  -$                   2,257,060.71$     795,053.09$          -$                   

Source Data: ERSRI Delinquency Statistics.

 as of July 15, 2014,2013, 2012, 2011, 2010, 2009, 2008
Municipal Pension Contribution Delinquency

Office of the General Treasuer
State of Rhode Island
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Notes:Actual vs. Tactical Tactical vs. Policy

Actual vs. Tactical:  SIC policy allows for fluctuations of ±2% from 
Tactical to accommodate market movements while minimizing 
trading costs for rebalancing, and lags in rebalancing to less liquid 
asset classes.

Tactical vs. Policy:  Tactical allocations diverge from policy to allow 
time to vet third-party managers allowing prudent 
implementation of SIC policy decisions, and to diversify vintage-
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below policy on real estate and (5) pps on infrastructure & MLP's, 
due to timing required to deploy funds. An additional +9 pps in 
equity offers interim exposure to economic growth and protection 
from interest rate volatility, capturing similar macroeconomic 
exposures to underallocated asset classes.
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1  
State Investm

ent Com
m

ission 
M

onthly M
eeting M

inutes  
W

ednesday, July 24, 2013 
9:00 a.m

. 
R

oom
 135, State H

ouse 
 

The M
onthly M

eeting of the State Investm
ent Com

m
ission (SIC) w

as called to order at 
9:03 a.m

., W
ednesday, July 24, 2013 in Room

 135, State H
ouse. 

 

I. 
R

oll Call of M
em

bers 
The follow

ing m
em

bers w
ere present: M

r. J. M
ichael Costello, M

r. Robert Giudici, M
s. Paula 

M
cN

am
ara, M

s. M
arcia Reback, M

r. Andrew
 Reilly and General Treasurer Gina Raim

ondo.   
Also in attendance: M

r. Tim
othy W

alsh of TIAA-CREF; M
r. Christopher Flick of Vanguard 

Institutional Investor Group; M
r. Thom

as Lynch and M
r. M

ark Johnson, of Cliffw
ater, 

alternative investm
ent consultant to the Com

m
ission; M

s. Esther Rom
bault and M

r. Kam
il 

Salam
e of CVC Capital Partners; M

r. John Burns, M
r. Alan Em

kin, M
r. D

avid Glickm
an, M

r. 
Jerem

y Thiessen, of Pension Consulting Alliance (PCA), General Consultant, Real Estate 
Consultant and 529 Consultant to the Com

m
ission; M

r. Greg Balew
icz and M

r. Andrew
 Letts of 

State Street Global Advisors (SSGA); M
s. Sally D

ow
ling, of Adler Pollock, legal counsel; M

r. 
N

orm
 Geller and M

s. D
enise Olsen of GEM

 Realty Capital, Inc.; M
r. M

ark Sullivan of Bank N
ew

 
York M

ellon, custodian bank to the Com
m

ission; M
r. Charlie Kelley and M

s. Gail M
ance-Rios of 

Rhode Island H
igher Education Assistance Authority (RIH

EAA); M
s. Anne-M

arie Fink, chief 
investm

ent officer and m
em

bers of the Treasurer’s staff; M
em

bers of the H
ouse and Senate 

fiscal staff and various local reporters. M
r. Thom

as Fay, M
r. Thom

as M
ullaney and M

r. Frank 
Karpinski w

ere absent. 
Treasurer Raim

ondo called the m
eeting to order at 9:03 a.m

.   
  

II. Approval of M
inutes 

 On a m
otion by M

r. Costello and seconded by M
s. M

cN
am

ara, it w
as unanim

ously 
VO

TED
:  To approve the draft of the m

inutes of the June 26, 2013 m
eeting of the State 

Investm
ent Com

m
ission.  

  

II. 
D

efined Contribution Plan –Vanguard Vehicle Change 
M

s. Fink said since the target date funds w
ith TIA

A
-C

R
EF have reached $100,000,000, the plan is 

eligible to go into a different vehicle. C
urrently the plan is in m

utual funds vehicle. The plan can be 
changed to a C

ollective Investm
ent Trust (C

IT). She said a m
ain advantage is that the cost w

ould be 
low

ered from
 approxim

ately .18%
 to .11%

. She said the C
IT has the sam

e investm
ent approach as 

the target date m
utual funds, how

ever is a different structure.  
M

r. W
alsh added that the C

IT is basically a clone product of the current vehicle and the benefit is 
cost. H

e said that there is a com
m

unication program
 to help participants understand the changes. 

M
s. Fink explained that due to C

IT being a trust, there are no prospectuses and the reporting is 
slightly different than a m

utual fund and explained the governing entities of each. She rem
inded the 
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board of the state adm
inistrative fee participants w

ill see in their Septem
ber statem

ents w
hich w

ere 
previously paid by the state during the transition year.  
 O

n a m
otion by M

s. R
eback and seconded by M

s. M
cN

am
ara, it w

as unanim
ously 

V
O

T
E

D
: to approve the change for the D

efined C
ontribution target date funds from

 M
utual 

Funds into a C
ollective Investm

ent T
rust. 

III. Private Equity Recom
m

endation 
M

r. Lynch introduced C
V

C
 C

apital Partners. 
M

r. Salam
e introduced C

V
C

 C
apital Partner’s Fund V

I. H
e review

ed the firm
’s business m

odel, 
m

anagem
ent structure.  

M
s. Fink asked w

here they see opportunities in Fund V
I and M

r. Salam
e answ

ered 
disproportionally in Europe. H

e explained there w
as paralysis for a couple years and there is a bit 

m
ore stability now

.   
M

s. R
om

bault added they also see opportunity in partnering w
ith governm

ents to help them
 

im
prove business.  

M
s. R

om
bault discussed perform

ance and expected m
arks for the investm

ent in the fund. 
M

r. Salam
e added that C

V
C

 has built a franchise for long-term
 value creation all around.  

C
V

C
 left the room

. 
M

r. Lynch said that this is one of the m
ost experienced and one of the largest private equity firm

s in 
Europe. H

e added that all their prior funds are top quartile perform
ers. 

M
r. Lynch said PC

A
 recom

m
ends a com

m
itm

ent of up to $25,000,000.  
 O

n a m
otion by M

r. R
eilly and seconded by M

r. C
ostello, it w

as unanim
ously  

VO
TED

: to invest in CVC Capital Partner’s Fund VI for up to $25,000,000. 

IV. CollegeBound Fund Review
 

M
r. Thiessen said, at the request of the Treasurer’s O

ffice and R
IH

EA
A

, he review
ed the current 

structure of the program
 and w

hat is offered. H
e said the plan currently offers a full suite of age-

based options and a suite of individual funds. H
e noted that in the current structure there are no 

individual fund options geared tow
ard a rising inflation environm

ent. H
e recom

m
ended offering 

short-date Treasury Inflation-Protected Securities. 
M

r. Thiessen also said he looked at target-date allocations and concluded it is w
ell positioned going 

forw
ard in relation to others in the industry. H

e said a key point is that the target-date funds, 
com

pared to others in the industry, have gradual step dow
n of equities into m

ore conservative asset 
classes, m

aking them
 less subject to tim

ing risk.  
M

r. Thiessen said PC
A

’s m
onitoring m

odels found persistent underperform
ance issues in m

any 
underlying funds, w

ith the exception of fixed incom
e. H

e added that the w
hole international equity 

lineup has consistently underperform
ed. H

e recom
m

ended identifying the key funds in the portfolio 
w

hich have perform
ed below

 benchm
ark significantly and recom

m
ends that A

llianceB
ernstein 

suggest alternatives.  
M

r. Thiessen also recom
m

ended including conservative, m
oderate and aggressive glide paths built 

w
ith passively m

anaged index funds.  
M

s. Fink gave an update on ongoing discussions w
ith A

llianceB
ernstein and said Treasury staff, 

R
IH

EA
A

 and PC
A

 w
ill w

ork w
ith A

llianceB
ernstein in the com

ing m
onths to continue w

ork on 
im

proving the C
ollegeB

ound Fund.   
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V. 
2013 Proxy Season Review

- Issues and O
utcom

es 
M

s. Fink introduced M
r. B

alew
icz from

 SSgA
 as part of an inform

ational series to support the 
corporate governance policy. She rem

inded the board of A
nn Y

erger’s presentation about the 
C

ouncil of Institutional Investors (C
II).  

M
s. Fink said SSgA

 m
anages the vast m

ajority of ER
SR

I’s equities, about $3.5B
. Therefore, she 

pointed out, that is w
here the vast m

ajority of our vote assets are.  
M

r. B
alew

icz, senior relationship m
anager, introduced M

r. Letts, head of corporate governance at 
SSgA

 and chair of the proxy advisory com
m

ittee and co-chair of their ESG
 C

om
m

ittee. M
r. Letts 

also serves on the advisory council of C
II. M

r. Letts leads a team
 w

hich votes on over 14,000 
m

eetings a year over 63 m
arkets globally and leads the engagem

ent efforts w
ith senior m

anagem
ent 

and boards of com
panies.  

M
r. Letts provided an overview

 of ESG
 investm

ents using section tw
o of the presentation.  

H
e then took the board through SSgA

’s governance structure outlined in section three and explained 
his staff’s background in the field. H

e explained their relationship w
ith Institutional Shareholder 

Services (ISS) and the services they provide for SSgA
.  

Treasurer R
aim

ondo asked how
 w

e can influence SSgA
’s policy and M

r. Letts explained the 
process and w

ays ER
SR

I could leverage their influence. 
M

r. C
ostello asked if they could split votes and M

r. Letts said no, not in a pooled product.  
M

r. Letts then review
ed their voting record and said they vote against m

anagem
ent about 8%

 of the 
tim

e over the past three years. H
e explained m

ost of their activity is in antitakeover related issues 
and protecting shareholder rights. H

e touched on other issues they m
onitor including, director 

elections, say-on-pay and em
erging m

arkets accounting standards. H
e then gave a case study 

regarding H
ess. 

M
r. Em

kin asked w
hat percentage of the m

arket SSgA
 is and M

r. Letts said they hold about 3%
 of 

the R
ussell 3000, the 4

th largest shareholder. H
e explained further that they are the 2

nd largest 
shareholder in the S&

P 500 and the largest or 2
nd largest in the D

ow
. H

e said this usually provides 
them

 w
ith a lot of influence.  

M
r. Em

kin pointed out years ago big funds used to vote m
ore in line w

ith m
anagem

ent w
here the 

trend is m
oving aw

ay from
 that because of pressure from

 funds like ER
SR

I.  

VI. Legal Counsel Report 
There w

as no legal counsel report. 

VII. CIO
 Report  

M
s. Fink updated the board on the discussion w

ith B
row

n B
rothers H

arrim
an on the recent 

challenges of G
lobal Inflation-Linked B

onds (G
ILB

s) as an asset class. She said an option w
as to 

add a hedge, but that it looked expensive. She said another option is to change the benchm
ark from

 
the B

arclays G
lobal Inflation-Linked B

ond Index to the B
arclays Interm

ediate Inflation-Linked 
B

ond Index. She said such change w
ould encourage B

row
n B

rothers H
arrim

an to low
er the duration 

and the interest rate sensitivity in the portfolio. She said she believes this is a good idea to low
er 

overall inflation sensitivity w
hile preserving inflation protection. 

M
s. Fink review

ed the portfolio’s perform
ance for the last m

onth and review
ed each asset 

class. She said the portfolio is up 11.1%
 fiscal year to date com

pared to 11.3%
 for the total 

plan benchm
ark and com

pared to the 9.6%
 return for a 60%

 equity/40%
 bonds portfolio. She 

said the outperform
ance vs. 60/40 m

eans asset allocation has paid off and risk is also low
er. 
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She noted that since the hedge funds w
ere added 20 m

onths ago, return is higher and risk is 
low

er com
pared to the 60/40 plan. She said ERSRI’s risk is 6%

 versus 7.2%
 of the 60/40 

approach. 
 

VIII. Treasurer Report 
Treasurer R

aim
ondo com

m
ended the efforts of the board for their continued w

ork.  
 O

n a m
otion by M

s. R
eback and seconded by M

r. R
eilly, it w

as unanim
ously 

V
O

T
E

D
: to cancel the m

eeting scheduled for A
ugust 28, 2013.  

 

IX. Real Estate U
pdates 

M
s. Fink introduced G

EM
 R

ealty C
apital, Inc. She said G

EM
 is the first value-add real estate asset 

allocation since before the global financial crisis.  
M

r. G
lickm

an said the fund is in line w
ith the im

plem
entation of a change in real estate strategy. H

e 
said PC

A
 recom

m
ends G

EM
’s Fund V

 for the non-core portion of the real estate portfolio. 
M

s. O
lsen gave a brief introduction to the fund. 

M
r. G

eller further described the firm
 and the investm

ent strategy. H
e said they focus on risk and 

trying to produce superior risk-adjusted returns. H
e believes G

EM
’s platform

 to invest in private 
real estate and publicly traded real estate is w

hat gives them
 an edge.  

M
r. G

eller gave an overview
 of Fund V

. H
e said the fund’s target is to produce an 18%

 net return 
for investors w

ith m
oderate leverage and a focus on principal preservation. 

M
r. G

eller review
ed the prim

ary strategies. H
e said he believes the greatest opportunities are in 

value-add investing. H
e said the fund w

ill be opportunistic w
ithin real estate, even buying low

er-
risk debt instrum

ents w
hen they can generate equity-like returns.  

M
s. O

lsen w
ent over their investm

ent track record and portfolio construction over the prior four 
funds. She review

ed returns to date for the past four funds of realized and unrealized investm
ents.  

She added that the fund has a very active pipeline for acquisition opportunities.  
M

s. O
lsen talked about the alignm

ent of interests betw
een G

EM
 and its investors. She said G

EM
 

invests its ow
n m

oney alongside its LP’s and w
ent on to explain the fee structure. She pointed out 

the investor receives all the invested capital back plus an annualized 9%
 cum

ulative preferred return 
before G

EM
 participates in any profit. She explained there is a m

anagem
ent fee of 1.50%

 on 90%
 

of com
m

itted capital during the investm
ent period and 1.50%

 on invested capital throughout the life 
of the fund. She said for investors w

ith a $50M
 or greater investm

ent there is 0.25%
 fee break 

during both periods.  
M

r. G
iudici asked questions regarding valuations, the fund structure and the duration of holdings.  

Treasurer R
aim

ondo asked about the 9%
 hurdle rate in previous funds.  

G
em

 answ
ered board m

em
bers questions and left the room

.  
M

r. G
lickm

an said the size of the firm
 and the size of the fund suggest that they are focused on 

incentive fees rather than m
anagem

ent fees. H
e also said because G

EM
 w

ill m
ake its profits from

 
selling properties after adding value, it m

eans they w
ill not sit on the assets longer than necessary.  

M
r. G

lickm
an also review

ed the risks of the fund. H
e said because G

EM
 relies on their netw

ork of 
relationships to find deals, m

any of the deals are joint ventures w
ith others. H

e said this potentially 
adds a level of com

plexity and difficulty. H
e added that G

EM
 has the ability to have high leverage, 
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although historically they have not m
axed out on it. H

e said that non-core funds, like G
EM

, don’t 
use third party appraisers; how

ever, the im
portant m

ark is the ultim
ate sales proceeds.  

M
r. G

lickm
an said PC

A
 recom

m
ends a $50,000,000 com

m
itm

ent. H
e pointed out this w

ill provide 
ER

SR
I w

ith the 0.25%
 fee break. H

e also m
entioned that PC

A
 is in discussion w

ith G
EM

 to give 
ER

SR
I the opportunity to observe or possibly gain a seat on the advisory board. H

e suggested the 
board not base their decision too m

uch on this term
, as the firm

 is very accessible.  
 O

n a m
otion by M

r. R
eilly and seconded by M

s. R
eback, it w

as unanim
ously 

V
O

T
E

D
: to approve an investm

ent of $50,000,000 in G
E

M
 R

ealty C
apital, Inc. Fund V

I as 
advised by PC

A
 at stated term

s. 
 For the next item

, M
s. Fink stated since the next recom

m
endation pertains to a form

er em
ployer of 

hers, even though it w
as a separate division, she is recusing herself from

 the process to avoid even 
the appearance of any conflict of interest.  
 M

s. R
enee A

stphan, Treasury analyst introduced the next item
 saying the intent is to transition from

 
an overw

eight in non-core real estate to core real estate. She said JP M
organ Strategic Property 

Fund is the largest of the core funds. She said that ER
SR

I currently has an investm
ent w

hich w
as 

com
m

itted to in 2006.  
M

r. G
lickm

an said PC
A

 recom
m

ends considering com
m

itting up to an additional $25,000,000 to 
the JP M

organ Strategic Property Fund. H
e said PC

A
 considers this fund one of the tw

o best 
perform

ing, large, open-end core real estate funds. H
e noted they have w

ithdraw
al procedures in 

place and said they reinvest the incom
e generated from

 the fund.  
M

r. G
lickm

an said the fund invests in large, fully leased properties w
ith no developm

ent or 
speculative risk.  H

e said the fund has a m
oderate am

ount of leverage at around 25%
. 

M
r. G

lickm
an added this additional investm

ent is consistent w
ith the strategy im

plem
ented last year 

to try to, w
henever possible, reduce the num

ber of relationships and to gradually expand core 
holdings so that they are the significant driver of real estate returns.   
 O

n a m
otion by M

r. R
eilly and seconded by M

r. C
ostello, it w

as unanim
ously 

V
O

T
E

D
: to approve the recom

m
endation by PC

A
 to m

ake an additional investm
ent of 

$25,000,000 in JP M
organ Strategic Property Fund.  

 A
 m

otion w
as then m

ade by M
r. C

ostello and seconded by M
r. G

uidici to convene into executive 
session pursuant to R

hode Island G
eneral Law

 §42-46-5 (a) (7) as the discussion m
ay relate to the 

investm
ent of public funds, the prem

ature disclosure of w
hich m

ay adversely affect the public 
interest. A

 roll call vote w
as taken to enter executive session and the follow

ing m
em

bers w
ere 

present and voted Y
ea: M

r. J. M
ichael C

ostello, M
r. R

obert G
uidici, M

s. Paula M
cN

am
ara, M

s. 
M

arcia R
eback, M

r. A
ndrew

 R
iley, and G

eneral Treasurer G
ina R

aim
ondo. 

 It w
as then unanim

ously 
V

O
T

E
D

: T
o convene into executive session pursuant to R

hode Island G
eneral L

aw
 §42-46-5 

(a) (7) as the discussion m
ay relate to the investm

ent of public funds, the prem
ature disclosure 

of w
hich m

ay adversely affect the public interest. 
 A

 m
otion w

as then m
ade by M

r. C
ostello and seconded by M

s. R
eback to seal the m

inutes of the 
executive session of July 24, 2013, pursuant to R

hode Island G
eneral Law

s §42-46-5 (a) (7) as the 
discussion m

ay relate to the investm
ent of public funds, the prem

ature disclosure of w
hich m

ay 
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adversely affect the public interest. A
 roll call vote w

as taken, and the follow
ing m

em
bers w

ere 
present and voted Y

ea: M
r. J. M

ichael C
ostello, M

r. R
obert G

uidici, M
s. Paula M

cN
am

ara, M
s. 

M
arcia R

eback, M
r. A

ndrew
 R

iley, and G
eneral Treasurer G

ina R
aim

ondo. 
It w

as then unanim
ously 

V
O

T
E

D
: T

o seal the m
inutes of the executive session of July 24, 2013, pursuant to R

hode 
Island G

eneral L
aw

 §42-46-5 (a) (7) as the discussion m
ay relate to the investm

ent of public 
funds, the prem

ature disclosure of w
hich m

ay adversely affect the public interest. 
 O

n a m
otion m

ade by M
r. C

ostello and seconded by M
s. R

eback, to exit executive session pursuant 
to R

hode Island G
eneral Law

 §42-46-5 (a) (7). A
 roll call vote w

as taken and it w
as unanim

ously 
V

O
T

E
D

: T
o exit executive session and return to open session.  

 It w
as reported to the public the only vote taken during executive session w

as an unanim
ous roll call 

vote to seal the m
inutes pursuant to R

hode Island G
eneral Law

 §42-46-5 (a) (7). 
 There being no other business to com

e before the B
oard, on a m

otion by M
s. M

cN
am

ara and 
seconded by M

r. R
eilly, the m

eeting adjourned at 11:54 a.m
. 

 
 

 
 

 
 

 
Respectfully subm

itted,                                         
                                                                                

 
 

 
 

 
 

 
 

 
 

 
 

 
Gina M

. R
aim

ondo  
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State Investm

ent C
om

m
ission 

M
onthly M

eeting M
inutes  

W
ednesday, Septem

ber 25, 2013 
9:00 a.m

. 
R

oom
 205, State H

ouse 
 

The M
onthly M

eeting of the State Investm
ent C

om
m

ission (SIC
) w

as called to order at 9:03 
a.m

., W
ednesday, Septem

ber 25, 2013 in R
oom

 205, State H
ouse. 

 

I. 
R

oll C
all of M

em
bers 

The follow
ing m

em
bers w

ere present: M
r. J. M

ichael C
ostello, M

r. Thom
as Fay, M

s. Paula 
M

cN
am

ara, M
r. Thom

as M
ullaney, M

s. M
arcia R

eback, M
r. Frank K

arpinski , and G
eneral 

Treasurer G
ina R

aim
ondo.  M

r. R
obert G

uidici arrived at 9:11 a.m
. 

A
lso in attendance: M

r. D
arren Lopes and M

r. D
avid W

onn of TIA
A

-C
R

EF; M
s. Jennifer D

elong, 
M

r. C
hristopher N

ikolich, M
s. Patricia R

oberts, and M
r. V

adim
 Zlotnikov of A

llianceB
ernstein 529 

fund m
anager for the State; M

r. D
avid B

lanchett of M
orningstar Investm

ent M
anagem

ent; M
r. 

Steve N
esbitt and M

r. M
ark Johnson, of C

liffw
ater, alternative investm

ent consultant to the 
C

om
m

ission; M
r. John Burns of Pension C

onsulting A
lliance (PC

A
), G

eneral C
onsultant; 

M
s. Susan Leach D

eB
lasio, of A

dler Pollock, legal counsel; M
r. C

harles K
elley and M

s. G
ail 

M
ance-R

ios of R
hode Island H

igher Education A
ssistance A

uthority (R
IH

EA
A

); M
s. A

nne-M
arie 

Fink, chief investm
ent officer and m

em
bers of the Treasurer’s staff; M

em
bers of the H

ouse and 
Senate fiscal staff and various local reporters. M

r. A
ndrew

 R
iley w

as absent.  
Treasurer R

aim
ondo called the m

eeting to order at 9:03 a.m
.   

  

II. A
pproval of M

inutes 
 O

n a m
otion by M

s. R
eback and seconded by M

r. M
ullaney, it w

as unanim
ously 

V
O

T
E

D
:  to approve the draft of the m

inutes of the July 24, 2013 m
eeting of the State 

Investm
ent C

om
m

ission. M
r. G

iudici w
as not yet present.  

 A
 m

otion w
as then m

ade by M
s. M

cN
am

ara and seconded by M
r. M

ullaney it w
as 

 
V

O
T

E
D

: to approve the draft of the E
xecutive Session m

inutes of the July 24, 2013 m
eeting.  

M
s. R

eback abstained from
 voting on this item

 as she had not review
ed the m

inutes. M
r. G

iudici 
w

as not yet present.   
  

II. 
D

efined C
ontribution Plan Q

uarterly U
pdate  

M
r. Lopes briefly review

ed plan dem
ographics as of June 30, 2013. H

e said the plan had 
approxim

ately $122,000,000 at the end of June. H
e said about 93%

 of the funds are in the V
anguard 

Target D
ate Funds. H

e added that these funds w
ill soon m

ove into a collective investm
ent trust w

ith 
V

anguard w
hich w

ill save about 0.05%
 to 0.06%

 on average. H
e said this change w

ill be 
com

m
unicated to participants in the com

ings w
eeks.  

M
r. Lopes review

ed the on-site and one-on-one m
eetings. H

e said TIA
A

-C
R

EF is hoping union 
leaders w

ill send out com
m

unications regarding the plan regardless of w
hat happens in m

ediation.  
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Treasurer R
aim

ondo said the R
etirem

ent board w
ill help w

ith getting the w
ord out about 

educational m
eeting opportunities and inform

ation w
ill be included in the R

etirem
ent quarterly 

new
sletter.  

M
r. Lopes said TIA

A
-C

R
EF is also m

aking an effort to m
eet w

ith plan adm
inistrators throughout 

the state and also trying to reach out to business m
anagers to m

eet w
ith participants.  

M
r. W

onn review
ed the perform

ance of the plan. H
e said the target-date funds m

odestly 
underperform

ed the benchm
arks for the one year period. H

e attributed that to V
anguard going 

through a benchm
ark re-evaluation across a large num

ber of their funds. H
e said the V

anguard 
perform

ed w
ell in com

parison to other life-cycle strategies.  

III. C
ollegeB

ound Fund R
eview

 
M

s. Fink briefly review
ed the recom

m
endations m

ade by M
r. Jerem

y Thiessen of PC
A

 regarding 
the C

ollegeB
ound Fund.  She said the recom

m
endations w

ere: to replace som
e of the 

underperform
ing funds in the active glide paths that A

lliance B
ernstein offers, to replace som

e of 
the underperform

ing individual funds, to add an inflation-protected option for participants w
ho 

custom
ize their plans, to add passive glidepaths, and to hire a consultant to assist w

ith ongoing 
m

onitoring of the plan.  
M

s. Fink said A
lliance B

ernstein is w
orking on four of these recom

m
endations.  She said that in 

order to hire a m
onitor, R

IH
EA

A
 is w

orking on an R
FP so that w

ill take som
e tim

e. She said that 
the change that is the m

ost com
plicated is the sw

apping the underlying funds w
ithin the active glide 

paths.  Therefore this recom
m

endation w
ill com

e at the next m
eeting.  

M
s. N

ikolich review
ed A

llianceB
ernstein’s recom

m
endations of replacem

ents for the underlying 
funds and for an inflation-protected option.  
M

s. D
elong review

ed the recom
m

endation of adding passive age-based portfolios.  She said 
A

llianceB
ernstein has been in discussion w

ith M
orningstar Investm

ent M
anagem

ent to offer a co-
branded, passive, age-based portfolio w

here they w
ould be exclusively licensing and replicating a 

new
 529 index glide path series. She said A

llianceB
ernstein w

ould m
anage the underlying asset 

classes. She noted it w
ould be an exclusive arrangem

ent that w
ould m

ake it a unique offering to 
C

ollegeB
ound Fund.  

M
r. B

lanchett gave a brief overview
 of M

orningstar Investm
ent M

anagem
ent. H

e described the 
strategy for the glide path and M

orningstar’s expertise.   
M

s. D
elong said it is a priority to have low

-cost investm
ent options for R

hode Islanders.  She said 
A

llianceB
ernstein proposes that this option be offered at 0.16%

. She said the active glide path is 
offered at 0.20%

, so the passive option w
ould be at a very com

petitive rate.  
M

s. R
oberts asked the board for approval to continue discussions w

ith M
orningstar and continue the 

changes. 
Treasurer R

aim
ondo asked w

hat the tim
eline w

ould be to offer these options to participants. 
M

s. R
oberts said a potential tim

efram
e, w

ithout com
m

itting to it, w
ould be som

ew
here in the first 

quarter of next year.   
M

s. Fink added that the SIC
 as w

ell as the R
IH

EA
A

 B
oard have to approve the changes.  

 O
n a m

otion by M
r. Fay and seconded by M

r. M
ullaney, it w

as unanim
ously  

V
O

T
E

D
: to approve the recom

m
endations on page 7 of the presentation including the 

addition of a treasury-protected fund to the C
ollegeB

ound offerings, the replacem
ent of 

individual funds, and the continuation of discussions w
ith M

orningstar regarding the passive 
glide path options, pending approval from

 R
IH

E
A

A
. 
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IV
. Private E

quity R
eview

 
M

r. Johnson talked about perform
ance for the first quarter of 2013. H

e said private equity generally 
lagged the U

.S. equity m
arket. H

e said it w
as due to a strong period of public equity returns. H

e said 
because private equity reporting tends to lag. C

liffw
ater w

ould expect to pick it up in future quarters 
as peer com

parison valuations roll through the private equity portfolios. H
e said the diversification 

in private equity has been beneficial to the construction of R
hode island’s portfolio.  

M
r. Johnson review

ed the goals and strategy for the private equity portfolio. H
e said C

liffw
ater has 

recently looked to add m
ore in the sm

all buyout space and low
er the large buyout exposure of the 

portfolio. H
e said they are also currently w

orking on adding som
e private debt exposure and 

low
ering the venture capital exposure w

hich had been higher in the past.  
M

r. Johnson review
ed the long-term

 perform
ance of the portfolio. H

e said long-term
 perform

ance 
w

as good and has exceeded the venture capital benchm
ark. H

e said 1.46 tim
es paid-in capital has 

been returned. 
M

r. N
esbitt added distributions exceed the draw

dow
ns.  H

e said for the first tim
e in a long tim

e 
there is net outflow

 and a reduction in unfunded com
m

itm
ents.  

M
r. Johnson review

ed the first quarter perform
ance. H

e said distributions have been about 
$27,000,000 versus about $7,000,000 in contributions. H

e said the return for the quarter w
as 2.1%

 
for the portfolio.  
M

r. Johnson review
ed som

e of the drivers in perform
ance for the first quarter. H

e said there has 
been a pick up especially in the U

.S. as public equity prices have risen. H
e said there w

ill be a lag 
effect but those valuation increases w

ill flow
 through to the private equity portfolio.  

M
s. Fink asked how

 soon this w
as expected to happen. 

M
r. N

esbitt said that statistically it takes three quarters for it all to w
ork through.  

M
r. Johnson also review

ed the negative drivers in perform
ance. H

e said the European m
arket 

continues to be challenged.  
M

s. Fink asked if the fact that the venture capital benchm
ark has not been great is due to particular 

funds or if it consistent across the sector.  
M

r. Johnson said it is consistent across the sector and that the venture capital benchm
ark has had a 

difficult last decade particularly due to dry IPO
 m

arket. H
e said it has been the poorest perform

ing 
sector w

ithin private equity overall. H
e said that in the past couple of years they have seen m

ore 
capital flow

ing into the space and at the sam
e tim

e the am
ount of capital the funds have raised has 

dropped dram
atically. H

e said they believe that a low
er level of capital com

ing into the sector 
should help returns over the long term

. 
M

s. Fink asked if the European buyout is consistent across the sector.  
M

r. Johnson said it is consistent. H
e said, in general, European buyout funds have done poorly m

ore 
recently.  
M

r. Johnson w
ent on to review

 the top distributions and contributions. H
e also review

ed the fund 
exposures. H

e review
ed the diversification by strategy and sector.  

M
r. N

esbitt added that overall, the portfolio is m
eeting the return goals and it is w

ell diversified. H
e 

said they are trying to concentrate the num
ber of general partners over a longer period of tim

e and 
only selecting top quality general partners. H

e said they w
ould like to establish a consistent pace of 

new
 com

m
itm

ents. 
Treasurer R

aim
ondo asked how

 m
any m

ore com
m

itm
ents they should look to do for this year.  

M
r. Johnson said probably another three com

m
itm

ents at roughly $20,000,000 per m
anager.  
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V
. 

Investm
ent Policy U

pdate 
M

s. Fink presented the board a draft of the investm
ent philosophy and the corporate governance 

philosophy. She said these w
ere only tw

o parts of the w
orking investm

ent policy draft and that m
ore 

parts w
ill be w

orked on and presented to the board in the future. She review
ed the investm

ent policy 
draft. She said the draft talks about how

 the plan needs to balance risk and return and it also needs 
long-term

 appreciation and short term
 cash flow

s w
hen investing. She said the philosophy talks 

about the value of diversification as one of the m
ost pow

erful tools of getting return per unit of risk 
taken.  
M

s. Fink w
ent on to review

 the corporate governance philosophy draft. She said the basic 
philosophy is guided by the character of the fund. She said there are tw

o salient attributes. O
ne, all 

of the plans equities are held through com
m

ingled funds. She said given that and lim
ited staff, the 

role of the board w
ould be oversight of m

anagers in how
 they invest and how

 they leverage the 
corporate governance asset. She said the other key attribute is that in long-only equities, the plan 
has passive allocation. She said w

ith passive allocation the board can’t elect to not be in a com
pany 

because it believes that m
anagem

ent is destroying value. She said this puts a greater em
phasis on 

m
aking sure that every com

pany is taking full advantage of the assets that the com
pany has in 

generating value. She said the intent is to hold m
anagers responsible for m

aking sure the plan is 
getting value from

 good corporate governance. She said the draft also outlines som
e of the 

principles for long-term
 shareholder value. She invited the board to give their input after they’ve 

review
ed the docum

ent.  

V
I. L

egal C
ounsel R

eport 
There w

as no legal counsel report. 

V
II. C

IO
 R

eport  
 M

s. Fink referenced a question from
 the July 24 m

eeting regarding m
anagem

ent fees.  She said that 
the num

bers are not confirm
ed. She said particularly w

ith private equity and real estate, 
confirm

ation of their June valuations is needed. She said the num
bers w

ill definitely change and 
they are not final. She said for fiscal year 2013 the perform

ance w
as up 11.1%

 net of all fees and 
expenses and the risk w

as about 8%
. She said since adding the hedge funds 22 m

onths ago, the fund 
is up 8.8%

 w
ith 6%

 risk and that com
pares to 7.6%

 w
ith 7.2%

 risk of a 60/40 portfolio. She said the 
asset allocation decisions that the board has m

ade have really paid off.  
She said that last year, the fund paid $36,000,000 in m

anagem
ent fees to fund m

anagers w
hich 

w
orks out to about 0.5%

 of assets. She said that because it w
as a really good perform

ance year there 
w

ere also m
eaningful incentive fees.  She said that both m

anagem
ent and incentive fees add up to 

$70,000,000 w
hich is 0.9%

.  
Treasurer R

aim
ondo asked M

r. N
esbitt to put the figures in perspective. 

M
r. N

esbitt said that in relation to the perform
ance it looks good.  H

e said it is difficult to com
pare 

to other state pension system
s due to fact that there is not a lot of transparency from

 other system
s. 

H
e said the average expense ratio is som

ew
here betw

een 0.40%
 and 0.50%

 not including incentive 
fees, w

hich R
hode Island is one of few

 funds to disclose.   
M

s. R
eback asked w

here the custodians have physically placed the funds.  
M

r. N
esbitt said that according to an analysis done in previous years approxim

ately 90%
 of the 

assets are held physically in the U
.S. and of the rem

aining 10%
 w

ere held prim
arily in London. H

e 
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added that asking w
here the assets are dom

iciled is part of C
liffw

ater’s operations due diligence 
w

ith all hedge funds. 
Treasurer R

aim
ondo asked M

r. N
esbitt to have the analysis updated w

ith the m
ost current data.  

M
s. Fink review

ed the portfolio’s perform
ance for July. She said July w

as a very strong m
onth in 

equities globally and the portfolio w
as up 2.7%

 for the m
onth w

ith 8%
 volatility. She said that 

com
pares w

ith 2.9%
 for a bottom

-up benchm
ark and for the 60/40 benchm

ark.  She said the 
portfolio did underperform

 into the strong up m
arket. She said the portfolio w

ill tend to do better in 
w

eaker m
arkets and not so w

ell in strong m
arkets and over tim

e it should generate better returns.  
She review

ed the changes m
ade to the benchm

ark. She said the benchm
ark has been refined by 

essentially creating tw
o benchm

arks. She said that one of the biggest changes is in private equity 
w

here the benchm
ark w

as changed to V
enture Econom

ics w
hich is a m

ore com
parable benchm

ark. 
She said the return of a 60%

 global equities/40%
 core bond index has been added as an additional 

benchm
ark to evaluate the asset allocation of the plan.  

M
s. Fink w

ent on to review
 the A

ugust perform
ance.  She said it w

as a tough m
onth in the m

arkets. 
She said the portfolio w

as dow
n 0.99%

 for the m
onth in com

parison to the bottom
-up benchm

ark of 
-1.2%

 and the 60/40 portfolio of -1.5%
.  She said the hedge funds and the private equity allocations 

w
ere big helps in the m

onth. She said the hedge funds w
ere dow

n about 0.5%
. She said since adding 

the hedge funds, the plan has outperform
ed the 60/40 plan by about 15%

 w
ith about 15%

 less risk. 
M

s. Fink rem
inded the board about the efforts to align the O

PEB
 trust w

ith the core thinking of the 
SIC

.  She said that w
ith approval from

 the O
PEB

 board, the w
eighting w

as changed from
 1/3 equity 

and 2/3 fixed incom
e to 2/3 equity and 1/3 fixed incom

e.  She said this sw
itch has really helped 

perform
ance.  

V
III. Treasurer R

eport 
Treasurer R

aim
ondo com

m
ended the efforts of the board and thanked them

 for their continued 
w

ork.  
 There being no other business to com

e before the B
oard, on a m

otion by M
s. R

eback and seconded 
by M

r. Fay the m
eeting adjourned at 11:19 a.m

. 
 

 
 

 
 

 
 

R
espectfully subm

itted,                                          

                                                                  
              

 
 

 
 

 
 

 
 

 
 

G
ina M

. R
aim

ondo 
 

 
 

 
 

 
 

 
 

 
 

G
eneral Treasurer 

 



  

State Investm
ent C

om
m

ission 
M

onthly M
eeting M

inutes 
W

ednesday, O
ctober 23, 2013 

9:00 a.m
. 

R
oom

 205, State H
ouse  

 
The M

onthly M
eeting of the State Investm

ent C
om

m
ission (SIC

) w
as called to order at 9:07 

a.m
., W

ednesday, Septem
ber 25, 2013 in R

oom
 205, State H

ouse. 
 I. 

R
oll C

all of M
em

bers 
The follow

ing m
em

bers w
ere present: M

r. J. M
ichael C

ostello, M
r. Thom

as Fay, 
M

r. R
obert G

uidici, M
s. Paula M

cN
am

ara, M
r. Thom

as M
ullaney, M

r. Frank K
arpinski, and 

G
eneral Treasurer G

ina R
aim

ondo. A
lso in attendance: M

s. Jennifer D
elong, M

r. C
hristopher 

N
ikolich and M

s. Patricia R
oberts of A

llianceB
ernstein 529 fund m

anager for the State; M
r. 

Thom
as Lynch of C

liffw
ater, alternative investm

ent consultant to the C
om

m
ission; M

r. John B
urns, 

M
r. A

lan Em
kin and M

r. D
avid G

lickm
an of Pension C

onsulting A
lliance (PC

A
), G

eneral 
C

onsultant; M
s. Sally D

ow
ling, of A

dler Pollock, legal counsel; M
s. G

ail M
ance-R

ios of R
hode 

Island H
igher Education A

ssistance A
uthority (R

IH
EA

A
); 

M
s. A

nne-M
arie Fink, chief investm

ent officer and m
em

bers of the Treasurer’s staff; M
em

bers of 
the H

ouse fiscal staff and various local reporters. M
s. M

arcia R
eback and M

r. A
ndrew

 R
iley w

ere 
absent. 
Treasurer R

aim
ondo called the m

eeting to order at 9:07 a.m
. 

 II. A
pproval of M

inutes 
 

O
n a m

otion by M
r. G

uidici and seconded by M
s. M

cN
am

ara, it w
as unanim

ously 
V

O
T

E
D

:  to approve the draft of the m
inutes of the Septem

ber 25, 2013 m
eeting of the State 

Investm
ent C

om
m

ission. 
  II. C

ollegeB
ound Fund U

pdate 
M

s. Fink briefly review
ed the changes in progress by A

llianceB
ernstein. She also talked about the 

recent rating of the fund by M
orningstar. She said the program

 received an overall negative rating. 
She said w

ith all the im
provem

ents being m
ade, she w

as hoping for a better rating. She added that 
M

orningstar’s w
rite-up did com

m
ent positively on the changes being m

ade as w
ell as the fees 

charged. She then introduced A
llianceB

ernstein to talk further on the changes being m
ade. 

M
r. N

ikolich review
ed the recom

m
endations by PC

A
. 

M
s. Fink said there w

ill be a jointly issued R
FP w

ith R
IH

EA
A

 to hire a consultant to m
onitor the 

program
. She said the R

FP expected to be issued later this year. 
M

r. N
ikolich said the rem

aining recom
m

endation to be addressed is the change in underperform
ing 

funds in the age-based and in the risk-based portfolio. H
e said the proposal is w

here there w
ere tw

o 
portfolios previously, the U

S Large C
ap G

row
th and the U

S value, to im
plem

ent that on a com
bined 

basis w
ith the grow

th and incom
e portfolio. H

e said this fund is part of the current stand-alone 
m

enu and it has already been review
ed by PC

A
. H

e review
ed the proposal in the non-U

S based to 
m

ove tw
o funds into one. H

e said they propose to m
ove the International Large C

ap G
row

th and the 
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International V
alue Exposure a D

ynam
ic Factor Fund portfolio. H

e said this portfolio is 
predom

inantly quantitative driven investm
ent process. 

 
O

n a m
otion by M

r. M
ullaney and seconded by M

r. C
ostello, it w

as unanim
ously 

V
O

T
E

D
: to approve the changes in the fund line-up in the active and risk- based glide paths 

including sw
apping out the U

S exposure w
ith the A

llianceB
ernstein grow

th and incom
e fund 

and sw
apping out the Intenational funds w

ith the proposed A
llianceB

ernstein Factor Fund. 
   III. D

iscussion of Portfolio Investm
ents R

elated to C
orporate G

overnance 
and Firearm

s 
M

s. Fink discussed the next steps regarding the m
anagers w

ith m
aterial investm

ents in firearm
s 

distributors. She rem
inded the board that W

ellspring ow
ns U

nited Sporting C
om

pany. She said in 
addition to it they have a private debt m

anager, Sum
m

it Partners, w
ho also has exposure to the sam

e 
com

pany. For the W
ellspring holding she proposed that the board authorize C

liffw
ater to perform

 a 
secondary sale process. She added that they should not specify acceptable ranges to not constrict the 
negotiation process. 

 
O

n a m
otion by M

r. Fay and seconded by M
r. G

uidici, it w
as unanim

ously 
V

O
T

E
D

: to authorize C
liffw

ater to obtain possible bids for a secondary sale of the interests in 
W

ellspring. 
 

M
s. Fink w

ent on to discuss Sum
m

it Partners. She said that this investm
ent is earlier in its life and it 

w
ould be m

ore advantageous not to sell it. She said the G
eneral Partner has proposed a solution to 

the concern of the investm
ent’s regulatory risk. She said Sum

m
it Partners has offered to buy the 

econom
ic interest in the U

nited Sporting C
om

pany. She said she considers this a good solution 
because it w

ould allow
 ER

SR
I to rem

ain in the larger private debt fund. 
 

O
n a m

otion by M
r. C

ostello and seconded by M
r. M

ullaney, it w
as unanim

ously 
V

O
T

E
D

: T
o m

ove forw
ard w

ith the assignm
ent of our interests in the U

nited Sporting 
C

om
panies loan subject to staff and counsel executing the appropriate agreem

ent. 
 IV

. Periodic A
sset A

llocation R
eview

 
M

s. Fink said that staff recom
m

ends com
m

issioning PC
A

 to do a review
 of asset allocation and the 

fees paid to asset m
anagers. She said the last asset liability study w

as based on data at the end of 
2010 and there have been sizable m

oves in the m
arkets since then. She also proposed w

orking w
ith 

PC
A

 to build an asset allocation appropriate to the forw
ard-looking opportunity over the next three 

to five years. She said she w
ould ask them

 to review
 the fees paid to assure they are industry 

standard given the level of investm
ent and term

s they transact w
ith the m

anagers. 
M

r. Em
nkin said this review

 w
ill be unlike the 2011 study. H

e said this should be an asset 
allocation only study to refresh the capital m

arket assum
ptions and dynam

ics. H
e said it w

ould be a 
revisiting to look at dow

nside risk prim
arily. 

Treasurer R
aim

ondo added that the board has com
e up w

ith an asset allocation to suit the plan being 
extrem

ely underfunded.  She said the review
 w

ill assist in determ
ining and evaluating the selected 

investm
ents chosen by the SIC

. 
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O

n a m
otion by M

r. G
uidici and seconded by M

r. M
ullaney, it w

as unanim
ously 

V
O

T
E

D
: to com

m
ission PC

A
 to conduct an asset allocation review

 and to review
 the fees paid 

by the plan. 
   V

. 
L

egal C
ounsel R

eport 
There w

as no legal counsel report. 
 V

I. C
IO

 R
eport 

 M
s. Fink review

ed the portfolio’s perform
ance for Septem

ber. She said July w
as a very strong 

m
onth in the m

arkets. She said that the portfolio lagged in the strong up m
ove. She added that the 

portfolio has been specifically created that w
on’t capture all of the upside but w

ill protect against 
dow

nside. She said the portfolio w
as up 3%

 for the m
onth w

hich is in line w
ith the bottom

-up 
benchm

ark. She said that com
pares to about 3.5%

 in the 60/40 plan. She said the risk in the 
portfolio w

as 7.5%
 for the m

onth and rem
ains below

 that of the blended benchm
ark and the 60/40 

plan. She added that the portfolio has less risk and better return than the 60/40 plan and is about on 
par w

ith the blended benchm
ark for the three-year risk return. 

M
s. Fink review

ed the perform
ance for the hedge funds for the 23 m

onths since inception. She said 
on annualized basis the overall fund is up 10.6%

 w
ith 6%

 risk. She said that com
pares to the 60/40 

plan w
hich w

as up 9.5%
 w

ith 7.4%
 risk.  She said this is ensuring better return low

er risk over tim
e. 

M
s. Fink w

ent on to review
 the overall fund’s current valuation for the m

onth of O
ctober. She said 

she believes that the fund should pass the $8-billion m
ark by the end of O

ctober for the first tim
e 

since the 2008 financial crisis. 
M

s. Fink discussed a recent report on R
hode Island’s pension plan w

hich w
as com

m
issioned by 

A
FSC

M
E. She said the report contains a num

ber of gross m
isrepresentations and unfounded 

innuendos. M
s. Fink prepared a letter to address these criticism

s, of w
hich a copy w

as distributed to 
the board.  She said the letter addressed the m

ain points m
ade in the report and corrects a num

ber of 
inaccuracies. 
The board discussed the report as w

ell as the letter prepared by M
s. Fink. 

 V
II. T

reasurer R
eport 

Treasurer R
aim

ondo com
m

ended the efforts of the board and thanked them
 for their continued 

w
ork. 

 There being no other business to com
e before the B

oard, on a m
otion by M

r. M
ullaney and 

seconded by M
r. G

uidici the m
eeting adjourned at 10:17 a.m

. 
 

R
espectfully Subm

itted, 
    

G
ina M

. R
aim

ondo 
G

eneral Treasurer 
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State Investm

ent Com
m

ission 
M

onthly M
eeting M

inutes  
W

ednesday, N
ovem

ber 20, 2013 
9:00 a.m

. 
R

oom
 205, State H

ouse 
 

The M
onthly M

eeting of the State Investm
ent Com

m
ission (SIC) w

as called to order 
at 9:05 a.m

., W
ednesday, N

ovem
ber 20, 2013 in Room

 205, State H
ouse. 

 

I. 
R

oll Call of M
em

bers 
The follow

ing m
em

bers w
ere present: M

r. Thom
as Fay, M

r. Robert Giudici, M
s. Paula 

M
cN

am
ara, M

r. Thom
as M

ullaney, M
s. M

arcia Reback, M
r. Frank Karpinski, and General 

Treasurer Gina Raim
ondo. Also in attendance:  

M
r. D

arren Lopes and M
r. Larry Brow

n of TIAA-CREF, adm
inistrator of the defined 

contribution plan; M
r. M

ark Johnson of Cliffw
ater, alternative investm

ent consultant to the 
Com

m
ission; M

r. John Burns and M
r. Alan Em

kin of Pension Consulting Alliance (PCA), 
General Consultant; M

r. M
ark Sullivan of Bank of N

ew
 York M

ellon, Custodian bank of the 
fund; M

r. Seth M
agaziner, candidate for Rhode Island General Treasurer; M

s. Sally D
ow

ling, of 
Adler Pollock &

 Sheehan P.C., legal counsel;  
M

s. Anne-M
arie Fink, chief investm

ent officer and m
em

bers of the Treasurer’s staff; M
em

bers 
of the Senate fiscal staff and various local reporters.  
M

r. J. M
ichael Costello and M

r. Andrew
 Riley w

ere absent. M
r. Reilly listened by phone.  

Treasurer Raim
ondo called the m

eeting to order at 9:05 a.m
.   

  

II. Approval of M
inutes 

 On a m
otion by M

r. Fay and seconded by M
r. Giudici, it w

as unanim
ously 

VO
TED

:  to approve the draft of the m
inutes of the O

ctober 23, 2013 m
eeting of the 

State Investm
ent Com

m
ission.  

  

III. D
efined Contribution Plan Q

uarterly U
pdate &

 Socially Aw
are 

        Lineup A
ddition R

ecom
m

endation 
M

r. Lopes review
ed the current dem

ographics of the plan.  H
e said the total assets w

ere about 
$154 m

illion through the end of Septem
ber. Roughly 93%

 of the assets rem
ain in target date 

funds.  H
e noted that the m

apping of assets from
 the Vanguard target date funds to the 

collective trust funds w
ent sm

oothly and w
as effective as of October 31.  

M
r. Lopes said participant online log-ins have increased and calls have decreased. This is 

com
m

on, as participants log in and don’t see m
uch volatility in the m

arket.  H
e said they are 

starting to gain traction w
ith on-site visits and one-on-one counselling sessions.  

M
r. Brow

n review
ed the perform

ance of the plan through Septem
ber 30. H

e said the plan has 
had very strong returns for the quarter and year-to-date and good exposure to asset classes. 
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M
s. Fink said that there are a num

ber of participants that are not diversified and have 
exposures to only one or tw

o asset classes.  TIAA-CREF w
ill send out a letter offering a free 

counseling session to those participants to help them
 avoid any unintended consequences.  

M
s. Fink said that now

 that the plan is established, it is a good tim
e to consider adding an 

additional option. Since there are a num
ber of people concerned w

ith social risk, she said staff 
w

ould like to look for a fund that w
ould m

eet their preference.  This w
ould be added as an 

option to the lineup and w
ould not be a default option.   

M
s. Fink said staff w

ill w
ork w

ith PCA to exam
ine the available socially aw

are funds. They w
ill 

select one to bring before the board for a vote at a later m
eeting.  

IV. Q
uarterly Private Equity Review

 
M

r. Johnson review
ed the m

arket perform
ance for Q2 of 2013.  H

e said all U.S. private equity 
w

as up 3.43%
 versus the W

ilshire 5000 w
hich w

as up 2.88%
. H

e noted that private equity has 
outperform

ed the public equity m
arkets in the long term

.  
H

e review
ed the goals and strategies for the portfolio.  The goal is to m

aintain a 7%
 allocation 

target. The perform
ance goal target is 3%

 over public equities over the long term
.  Cliffw

ater 
targets top quartile m

anagers for this portfolio.  
H

e said the portfolio is w
ell diversified. The near-term

 strategy is to reduce the num
ber of 

m
anagers, w

hich they have been w
orking on w

ith staff and being selective in the types of new
 

funds that they’re allocating to. H
e noted that in the current m

arket they are seeing m
anagers 

being m
ore selective in their choice of lim

ited partners.  A num
ber of clients have had 

difficulty getting the full size allocations they w
ould like. Funds sim

ilar to Rhode Island have 
been getting decent allocations. But it has been a challenge as m

anagers are trying to keep 
their fund sizes reasonable and rew

ard existing clients.  Cliffw
ater w

ill continue to w
ork on 

achieving this.  
M

r. Johnson said that going forw
ard the goal is to target 5 to 8 new

 partnerships per year and 
$100 m

illion to $120 m
illion in total com

m
itm

ents per year.  
M

r. Johnson gave a brief sum
m

ary of the portfolio since inception. The portfolio has had 
13.7%

 annualized returns since inception and 15.2%
 over ten years. Perform

ance has been 
com

parable to the benchm
ark.  

H
e said the portfolio w

as up about 3%
 in value as of the quarter ending in June, w

hich is in 
line w

ith the rest of industry. In the second quarter they closed on one new
 partnership, 

Riverside Fund Appreciation Fund VI for a $20 m
illion com

m
itm

ent.  
M

r. Johnson review
ed the positive and negative drivers in the portfolio. H

e said 37%
 of the 

overall gains in the quarter cam
e from

 the top five m
anagers. Som

e of the detractors are 
2005-2007 vintage year funds. The long-term

 positive perform
ance drivers are funds from

 the 
2000-2004 vintage period. H

e review
ed the return by vintage year and said the strongest 

returns in the last 10 years are 2003 and 2004. H
e also pointed out the private equity 

portfolio has good diversification across various sectors. 
It has been a good year in term

s of distributions and the equity m
arkets have perform

ed w
ell. 

The challenge is to redeploy m
oney into funds in order to m

aintain the 7.0%
-7.5%

 allocation 
to Private Equity.  
M

r. Johnson said 2013 looks to be a record year in distributions out of the private equity 
industry in term

s of total dollars. The am
ount of investm

ent overhang that has existed the last 
4-5 years is com

ing dow
n and distributions are going up. They predict it to be very strong the 
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next couple of years. In term
s of new

 capital being deployed, m
ore funds are com

ing to m
arket 

to raise capital. N
ext year should also be a good year for raising capital as w

ell. H
e sees am

ple 
opportunity for the State to m

ake m
ore investm

ents.  
 

V. 
Investm

ent Policy Statem
ent Phase I Adoption 

M
s. Fink rem

inded the board that the plan is to create a m
ore consolidated investm

ent policy 
statem

ent (IPS). The policy w
ill be broken dow

n in four parts: philosophy, roles and 
responsibilities, asset allocation and individual asset policies. Changes w

ere m
ade to the first 

draft of the policy brought before the board at the previous m
eeting. The revised version w

as 
distributed to m

em
bers of the board.  

M
r. Em

kin expressed the im
portance of a clear IPS from

 a m
acro perspective. 

M
s. Reback expressed concern over the em

phasis on risk in the statem
ent and on the purpose 

of a policy statem
ent. M

s. Fink explained that the investm
ent policy statem

ent includes voting 
proxies, but also provides the m

acro fram
ew

ork M
r. Em

kin stressed.  
M

r. Em
kin explained the challenge for institutional investors is that returns are geom

etric not 
arithm

etic. Because of this com
pounding effect, m

anaging risk and volatility is im
perative. H

e 
pointed out that ERSRI’s fund has negative cash flow

 due to its large pension paym
ents, 

therefore negative returns have an even greater im
pact. H

e stressed that preserving capital in 
this financial environm

ent is crucial. H
e said the fund does need to take risk, and does, but it is 

a question of how
 m

uch risk and how
 diversified that risk is. H

e pointed out the largest 
m

istake institutional investors m
ade before the financial crisis is that they only w

ere 
concerned about returns and didn’t spend enough tim

e on risk. M
r. Em

kin then explained the 
volatility penalty and how

 volatility and negative returns have a bigger im
pact on long-term

 
perform

ance. M
s. Fink then pointed out the hedge fund’s collective net returns are above our 

statutory rate of return.  
The vote on the draft w

as m
oved to a later m

eeting to allow
 for further discussion.  

Treasurer Raim
ondo noted that an off-site m

eeting is being planned for January. This m
eeting 

w
ill be longer than usual and w

ill be scheduled pending m
em

ber availability.  PCA w
ill be 

presenting their asset allocation study at this tim
e as w

ell.  
 

VI. Fidelity 457 Plan Share Class Recom
m

endation 
M

s. Fink noted that currently there are three providers for the 457 plan, one of them
 being 

Fidelity.  As of Septem
ber 30, the plan has $5.5 m

illion in the Fidelity Spartan 500 Index Fund. 
This size m

akes the plan eligible to m
ove from

 the Fidelity Advantage M
utual Fund Share 

Class to the Institutional Share Class. This change w
ill reduce fees from

 0.05%
 to 0.04%

.  
M

s. Fink said it’s prudent to m
ake this sw

itch as this is the sam
e strategy w

ith low
er fees.  

 On a m
otion by M

s. Reback and seconded by M
r. M

ullaney, it w
as unanim

ously 
VO

TED
: to approve the 457 Plan change from

 the Fidelity Advantage Spartan 500 Fund 
Share Class to the Institutional Share Class.  
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VII. FICA
 Alternative Retirem

ent Plan 
M

r. D
ingley said the role of the SIC in the FICA Alternative Retirem

ent Plan is advisory.  The 
D

epartm
ent of Adm

inistration has not yet reached agreem
ent on all aspects of the plan w

ith 
the provider. Once it’s finalized, it w

ill be brought before the board for review
.  

 

VIII. N
on-Contributory Judges Plan Asset Allocation Recom

m
endation. 

M
s. Fink explained that this relates to a group of judges w

ho had historically not contributed 
to the retirem

ent plan.  Follow
ing im

plem
entation of the Retirem

ent Security Act of 2011 they 
are now

 contributing. A decision should be m
ade on how

 to invest these contributions. The 
retirem

ent board voted to fund the accrued liability associated w
ith these judges w

ith an 
annual required contribution (ARC) sim

ilar to that of the rest of the pension plan.   
M

s. Fink said that w
ith the ARC and the expected rate of return of 7.5%

, this plan is very 
sim

ilar to the rest of the plans that the SIC adm
inisters. The advantage is that these assets can 

now
 be com

m
ingled w

ith the rest of the defined benefit plan.  
M

r. M
ullaney noted that the Retirem

ent Board adopted the option w
hich w

ill require the state 
to appropriate $1.3m

illion yearly. There is no law
 that requires the State to do so. Given the 

budget constraints, Governor Chafee w
ould have to decide on w

hether to include the 
appropriation in his budget proposal or not. 
M

r. D
ingley noted that it w

ould not have to be taken out of the com
m

ingled fund. If the 
appropriation is not funded, the only difference w

ould be the assum
ed rate of return w

ould be 
4.5%

 instead of 7.5%
. The best decision for the am

ount of m
oney w

ould be to leave it in a fund 
w

here the m
anagem

ent expenses are reasonable. 
 On a m

otion by M
s. M

cN
am

ara and Seconded by M
s. Reback, it w

as unanim
ously  

VO
TED

: to com
m

ingle the assets of the N
on-Contributory Judges plan w

ith the rest of 
the pool and give them

 the diversification and strategy of the overall plan.  
 

IX. Legal Counsel Report 
There w

as no legal counsel report. 
 

X. 
CIO

 Report  
M

s. Fink review
ed the portfolio’s perform

ance for October. She said October w
as a very strong 

m
onth in the m

arkets. The portfolio rose 2.5%
, ahead of the bottom

-up benchm
ark w

hich w
as 

up 2.3%
, and a bit behind the 60/40 plan, w

hich w
as up 2.7%

. W
ith global equities up 4%

 and 
bonds up 0.8%

, the portfolio perform
ed as expected. Year-to-date the portfolio is up 7.4%

 
w

ith 7.5%
 risk.  The portfolio is continuing to get better returns w

ith less risk. She added that 
risk and return are connected over the long-term

: as risk goes dow
n you com

pound faster and 
end up w

ith better returns over tim
e.  Com

paratively, the benchm
ark, year-to-date, is up 7.1%

 
w

ith 8.2%
 risk and the 60/40 up 7.8%

 w
ith 8.6%

 risk.  
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M
s. Fink noted that the expected rate of return is 7.5%

 and in four m
onths the portfolio is up 

7.4%
, giving a sense of how

 strong the m
arkets are. It has been a very strong period, but it 

w
ould not be surprising if there is m

ore volatility in the future.  
M

s. Fink said that on a tw
o-year basis, the portfolio continues to benefit from

 the hedge fund 
allocation. Over that period, the portfolio annualized 11.5%

 com
pared to 10.6%

 for the 60/40. 
Part of the reason for that is the asym

m
etric return in w

hich the portfolio captures 95%
 of the 

upside during  up m
onths and only 65%

 of the m
arket m

ove in the dow
n m

onths.  She added 
that in the past tw

enty-four m
onths, only seven have been dow

n m
onths, w

hich is unusually 
few

.  
M

s. Fink said it is a good tim
e for PCA’s asset allocation review

 to guide the next step of the 
portfolio as assets are becom

ing m
ore richly priced.  

M
s. Fink noted m

arkets have rem
ained strong in N

ovem
ber. As of the end of day on M

onday, 
N

ovem
ber 18, the portfolio topped $8 billion for the first tim

e since the financial crisis.  
M

s. Fink gave an update on the secondary sale of the W
ellspring interests. M

ore than a dozen 
groups have indicated interest. They are currently in the process of signing non-disclosure 
agreem

ents and getting inform
ation out to the bidders. The tim

etable is m
oving forw

ard as 
expected and she w

ill have m
ore inform

ation at the D
ecem

ber m
eeting.  

XI. Treasurer Report 
Treasurer Raim

ondo com
m

ended the efforts of the board and thanked them
 for their 

continued w
ork.  

 There being no other business to com
e before the Board, on a m

otion by M
s. Reback and 

seconded by M
r. Fay the m

eeting adjourned at 10:45 a.m
. 

 
 

 
 

 
 

 
Respectfully subm

itted,                                        
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State Investm

ent Com
m

ission 
M

onthly M
eeting M

inutes  
W

ednesday, D
ecem

ber 18, 2013 
9:00 a.m

. 
R

oom
 205, State H

ouse 
 

The M
onthly M

eeting of the State Investm
ent Com

m
ission (SIC) w

as called to order 
at 9:07 a.m

., W
ednesday, D

ecem
ber 18, 2013 in Room

 205, State H
ouse. 

 

I. 
R

oll Call of M
em

bers 
The follow

ing m
em

bers w
ere present: M

r. J. M
ichael Costello, M

r. Thom
as Fay, 

M
r. Robert Giudici, M

s. Paula M
cN

am
ara, M

r. Thom
as M

ullaney, M
s. M

arcia Reback, 
M

r. Andrew
 Riley, M

r. Frank Karpinski, and General Treasurer Gina Raim
ondo. 

Also in attendance: M
r. D

arren Lopes and M
s. Christine Pishko (by phone) of TIAA-CREF, 

adm
inistrator of the defined contribution plan; M

r. John Burns, M
r. Austin Carm

ichael, M
s. 

Christy Fields and M
r. Alan Em

kin of Pension Consulting Alliance (PCA), general and real 
estate consultant; M

r. David Schw
artz, M

r. M
arc Sw

erdlow
 and M

s. M
ichelle W

ells of W
aterton 

Associates; M
r. Thom

as Lynch of Cliffw
ater, alternative investm

ent consultant to the 
Com

m
ission; M

r. Jam
es Freeland, M

s. Courtney M
cCarthy and M

r. Thom
as Roberts of Sum

m
it 

Partners; M
s. Sally D

ow
ling of Adler Pollock &

 Sheehan P.C., legal counsel; M
s. Anne-

M
arie Fink, chief investm

ent officer and m
em

bers of the Treasurer’s staff. Treasurer 
Raim

ondo called the m
eeting to order at 9:07 a.m

.   
  

II. Approval of M
inutes 

 On a m
otion by M

s. Reback and seconded by M
r. Giudici, it w

as unanim
ously 

VO
TED

:  to approve the draft of the m
inutes of the N

ovem
ber 20, 2013 m

eeting of the 
State Investm

ent Com
m

ission.  
 

III. Socially Aw
are Addition Recom

m
endation 

M
s. Fink rem

inded the board of a previous discussion about looking into adding a socially aw
are 

fund option to the D
efined C

ontribution lineup. PC
A

 w
as asked to analyze the socially aw

are funds 
available.  
M

r. B
urns review

ed the recom
m

endation by PC
A

 to select TIA
A

-C
R

EF Social C
hoice Equity 

Fund.  H
e said the fund is w

ell diversified and has 862 holdings. H
e review

ed som
e of the criteria 

used to screen com
panies in the fund.   

M
r. B

urns review
ed the perform

ance of the fund. Since July 1999, the fund trailed the R
ussell 3000 

by 0.10%
. In a peer group com

parison w
ith other equity funds in general, the fund looks very 

com
petitive. In com

parison w
ith a socially responsible index, the fund outperform

ed the K
LD

 400 
Social Index. PC

A
 put together a peer group com

parison of other socially responsible funds. This 
fund is in the top half in perform

ance.  
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M
r. B

urns review
ed fees of the fund. H

e said the fees are very com
petitive versus other large 

institutional equity funds and even m
ore com

petitive versus any sim
ilar, screened funds. The 

expense ratio in the fund is 0.19%
. 

The board discussed the fund further. 
 O

n a m
otion by M

s. R
eback and seconded by M

r. R
iley, it w

as unanim
ously  

V
O

T
E

D
: to approve the addition of the T

IA
A

-C
R

E
F Social C

hoice E
quity Fund as an option 

to participants of the D
efined C

ontribution Plan. 
 

IV. Real Estate Recom
m

endation—
W

aterton Residential Property 
Venture XII 

M
s. Fink introduced W

aterton R
esidential, a firm

 specializing in m
ulti-fam

ily real estate.  
She explained W

aterton is a m
ore specialized m

anager than the generalist funds the board has seen 
recently. She noted the benefit of adding a m

ore niche firm
 specialized in a specific area. A

s a 
vertically integrated specialist in m

ulti-fam
ily, W

aterton is w
ell situated. H

istorically, W
aterton has 

used an outsourced m
arketing firm

 w
hen raising new

 funds. B
ecause of Treasury’s strict placem

ent 
agent policy, this placem

ent agent w
as not at all involved in sourcing or vetting the fund. 

M
s. Fields presented the recom

m
endation. She said the investm

ent is consistent w
ith the strategic 

plan for the portfolio. This allocation w
ould assist w

ith reinvesting the proceeds received from
 the 

secondary sale executed in the past year and help reach the target allocation in real estate.  
M

r. C
arm

ichael explained W
aterton has experts in the m

ulti-fam
ily space and they have m

anaged to 
find unique opportunities throughout various m

arket cycles. PC
A

 believes there is still an 
opportunity in the m

ulti-fam
ily sector and that fundam

entals are strong for the long term
.  

M
r. C

arm
ichael said PC

A
 likes this firm

, especially in the apartm
ent space, because it is a vertically 

integrated operator w
ho is hands-on w

ith the assets on a day to day basis through all the different 
steps. PC

A
 believes there is good alignm

ent of interests betw
een W

aterton as the general partner 
and the lim

ited partners. 
M

r. Schw
artz briefly review

ed the firm
. H

e and co-founder Pete V
ilim

 have been doing apartm
ent 

acquisitions for alm
ost 28 years. W

aterton specializes in renovation and repositioning of 
apartm

ents. Since inception, W
aterton has bought about $5 billion dollars in m

ulti-fam
ily assets.  

M
r. Schw

artz review
ed the current fund. It has about 20,000 units and is geographically diverse 

w
ith properties coast to coast. The fund has good return history w

ith an IR
R

 on realized investm
ent 

of over 20%
. 

M
r. Schw

artz added that the firm
 is vertically integrated. W

aterton does the property m
anagem

ent, 
construction m

anagem
ent and construction supervision in-house.  

M
r. Sw

erdlow
 talked about the W

aterton organization. H
e said on-the-ground research is the key to 

their investm
ent strategy. W

ith regional m
anagem

ent offices, they have m
anagem

ent team
s in the 

field to help in identifying opportunities and acquiring properties.  
M

r. Sw
erdlow

 added that W
aterton is focused on top 30 designated m

arket areas (D
M

A
s) w

here 
there is econom

ic grow
th and they can bring the value-add approach to buying existing real estate, 

im
proving it and driving rental grow

th. 
M

r. Schw
artz talked about the opportunities and risks in the m

arket. H
e said there are currently 

historically low
 vacancies and the propensity to rent is high. W

aterton believes supply additions w
ill 

be at the long-tim
e average rate in 2014 and 2015. They hope to see econom

ic and em
ploym

ent 
grow

th as job grow
th is directly correlated to apartm

ent dem
and. A

s far as risks, they are m
ost 
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concerned about supply. M
ost concentrations of upcom

ing supply are in urban areas so fund X
II 

w
ill be m

ost likely be m
ore concentrated in suburban areas. H

e added that an increasing interest rate 
environm

ent m
ay create unique opportunities from

 m
isvaluations. They also foresee m

aturing 
m

ortgages in the investm
ent period for V

enture X
II that could create opportunity.  

M
r. Schw

artz w
ent over the term

s of the fund. W
aterton is looking to raise $500 m

illion w
ith a first 

closing in January. The expected IR
R

 to investors is 13%
. W

aterton w
ill cap leverage at 65%

 of 
project cost. Fees are 1.25%

 on com
m

itted capital during the investm
ent period and 1.5%

 on 
invested capital thereafter.  
The board asked questions and W

aterton A
ssociates left the room

. 
Treasurer R

aim
ondo expressed concern regarding PC

A
’s recom

m
ended size of investm

ent (up to 
$50 m

illion) and the potential to be 30%
 of the fund’s first close. 

M
s. Fink said although PC

A
’s recom

m
endation is up to $50 m

illion, she w
ould recom

m
end an 

investm
ent of $35 m

illion. B
eing that W

aterton is m
ore of a niche m

anager and m
ore value-add, she 

w
ouldn’t m

ake the size of investm
ent as in core m

anager.  
 O

n a m
otion m

ade by M
r. R

iley and seconded by M
r. C

ostello, it w
as unanim

ously  
V

oted: to approve up to $35 m
illion of investm

ent but not to exceed 10%
 of the total W

aterton 
R

esidential Property Fund X
II and only if the fund exceeds a m

inim
um

 com
m

itted value 
 of $200 m

illion.  
 

V. 
Private Equity Recom

m
endation—

Sum
m

it Credit Fund II 
M

r. Lynch introduced Sum
m

it Partners. H
e said the state w

as invested in Sum
m

it C
redit Fund I. 

The fund is part of the overall portfolio strategy to increase private debt exposure in the private 
equity portfolio. H

e m
entioned C

liffw
ater has negotiated a preferential fee for its clients. 

M
r. R

oberts gave a brief introduction to the fund. Sum
m

it C
redit lends to com

panies w
ith $10 

m
illion to $50 m

illion in earnings. W
ith interest rates in the m

id-teens, these loans are riskier than 
bank loans. H

ow
ever, the loans are w

ell above the com
panies’ equity com

ponents in repaym
ent 

priority w
ith the goal being to have the loans in the top half of the com

panies’ capital.  
M

r. R
oberts review

ed Fund I. Sum
m

it Partners is raising Fund II to pursue the exact sam
e strategy. 

Fund I w
as able to accom

plish its goals w
ith interest rates of 14%

 on average. 
M

r. R
oberts added that the general partner has com

m
itted $50 m

illion to Fund II and w
ill be co-

investing in it as w
ell. H

e said the vast m
ajority of interest is current pay; the fund rem

its any cash 
interest to investors as it’s received. The fund w

ill essentially be producing 0.80%
 to 1%

 in 
paym

ents per m
onth.  

M
r. Fay asked how

 com
pression in the high yield m

arket affected term
s on new

 debt. 
M

r. R
oberts said that their rates are influenced, but not dom

inated, by the high yield or bank 
m

arkets. The com
panies Sum

m
it lends to are too sm

all to access the high yield m
arket; they average 

about $40 m
illion of earnings.  

M
r. R

oberts added that their strategy is to have a group of analysts w
hose job is to be in touch w

ith 
com

panies in industries they follow
, striking up a relationship w

ith the com
panies before they need 

capital.  
The board asked further questions and Sum

m
it Partners left the room

. 
Treasurer R

aim
ondo asked w

hat the negotiated fee w
ould be. 

M
r. Lynch said C

liffw
ater negotiated a m

anagem
ent fee of 0.75%

 for their clients com
pared to 

1.5%
 and 1.35%

 after the investm
ent period once certain aggregate com

m
itm

ents have been raised.  
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The board discussed the recom
m

endation.  
O

n a m
otion by M

r. R
iley and seconded by M

r. C
ostello, it w

as unanim
ously 

V
O

T
E

D
: to approve into Sum

m
it C

redit Fund II up to $25 m
illion of investm

ent.  
 

VI. U
pdate on Secondary Sale of Interests in W

ellspring 
A

 m
otion w

as then m
ade by M

r. M
ullaney and seconded by M

r. R
iley to convene into executive 

session pursuant to R
hode Island G

eneral Law
 §42-46-5 (a) (7) as the discussion m

ay relate to the 
investm

ent of public funds, the prem
ature disclosure of w

hich m
ay adversely affect the public 

interest. A
 roll call vote w

as taken to enter executive session and the follow
ing m

em
bers w

ere 
present and voted Y

ea: M
r. J. M

ichael C
ostello, M

r. Thom
as Fay, M

r. R
obert G

iudici, M
s. Paula 

M
cN

am
ara, M

r. Thom
as M

ullaney, M
s. M

arcia R
eback, M

r. A
ndrew

 R
iley, and G

eneral Treasurer 
G

ina R
aim

ondo. 
 It w

as then unanim
ously 

V
O

T
E

D
: T

o convene into executive session pursuant to R
hode Island G

eneral L
aw

 §42-46-5 
(a) (7) as the discussion m

ay relate to the investm
ent of public funds, the prem

ature disclosure 
of w

hich m
ay adversely affect the public interest. 

 A
 m

otion w
as then m

ade by M
r. C

ostello and seconded by M
s. R

eback to seal the m
inutes of the 

executive session of D
ecem

ber 18, 2013,  pursuant to R
hode Island G

eneral Law
s §42-46-5 (a) (7) 

as the discussion m
ay relate to the investm

ent of public funds, the prem
ature disclosure of w

hich 
m

ay adversely affect the public interest. A
 roll call vote w

as taken, and the follow
ing m

em
bers w

ere 
present and voted Y

ea: M
r. J. M

ichael C
ostello, M

r. Thom
as Fay, M

r. R
obert G

iudici, M
s. Paula 

M
cN

am
ara, M

r. Thom
as M

ullaney, M
s. M

arcia R
eback, M

r. A
ndrew

 R
iley, and G

eneral Treasurer 
G

ina R
aim

ondo. 
It w

as then unanim
ously 

V
O

T
E

D
: T

o seal the m
inutes of the executive session of D

ecem
ber 18, 2013, pursuant to 

R
hode Island G

eneral L
aw

 §42-46-5 (a) (7) as the discussion m
ay relate to the investm

ent of 
public funds, the prem

ature disclosure of w
hich m

ay adversely affect the public interest. 
 O

n a m
otion m

ade by M
r. G

iudici and seconded by M
r. R

iley, to exit executive session pursuant to 
R

hode Island G
eneral Law

 §42-46-5 (a) (7). A
 roll call vote w

as taken and it w
as unanim

ously 
V

O
T

E
D

: T
o exit executive session and return to open session.  

 It w
as reported to the public that tw

o votes w
ere taken during the executive session. 

In the first vote during executive session, it w
as unanim

ously voted to authorize C
liffw

ater to 
negotiate and execute the sale of the State’s lim

ited partnership interests in W
ellspring C

apital 
Partners IV

 on term
s satisfactory to Treasury staff and pending legal review

. 
The second vote taken during executive session w

as an unanim
ous roll call vote to seal the m

inutes 
pursuant to R

hode Island G
eneral Law

 §42-46-5 (a) (7). 
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VII. PCA M
arket R

isk M
etrics Briefing 

M
r. Em

kin m
ade an abbreviated presentation of the m

arket risk m
easures PC

A
 looks at and 

com
pares against historical averages. H

e said he could do a m
ore thorough presentation in the 

extended m
eeting scheduled for January.  

VIII. Legal Counsel Report 
There w

as no legal counsel report. 
 

IX. CIO
 Report  

M
s. Fink said N

ovem
ber w

as the first m
onth the total fund value finished above $8 billion since the 

financial crisis. She praised the efforts of the SIC
 for this testam

ent to their w
ork. She cautioned the 

$8 billion level m
ay not hold as m

arkets have been going dow
n in D

ecem
ber w

ith equities dow
n 

2.5%
 and bond m

arkets dow
n 0.4%

. The hedge funds protected the portfolio, only dow
n 0.8%

 as of 
the prior Friday. She explained that as ups and dow

ns are to be expected, the diversification of the 
portfolio is im

portant.  
M

s. Fink said in N
ovem

ber the portfolio w
as up 1.2%

 com
pared to just under 1%

 for the policy 
benchm

ark and 0.7%
 for the 60/40 plan. Fiscal-year-to-date the portfolio is up 8.7%

. She cautioned 
this increase is m

ore than expected in any given year and has been accom
plished in five m

onths. 
The perform

ance is ahead of the benchm
ark w

hich is up 8.3%
 and the 60/40 plan up 8.6%

.  
M

s. Fink said that despite the strong returns, the portfolio continues to have less risk. The portfolio 
is at 7.4%

 volatility com
pared to 8.1%

 for the benchm
ark and 8.5%

 for the 60/40 plan. N
ot only is 

the plan getting better returns, it also has less volatility. Those tw
o are not disconnected over the 

long-term
. Pursuing a strategy of less volatility over tim

e, the com
pounding w

orks and the portfolio 
gets better returns. 

X. 
Treasurer Report 
Treasurer Raim

ondo com
m

ended the efforts of the board and thanked them
 for their 

continued w
ork.  

 There being no other business to com
e before the Board, on a m

otion by M
s. Reback and 

seconded by M
r. Fay the m

eeting adjourned at 11:40 a.m
. 
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State Investm

ent Com
m

ission 
M

onthly M
eeting M

inutes  
M

onday, January 27, 2014 
9:00 a.m

. 
U

niversity of R
hode Island, 

 W
. Alton Jones Cam

pus—
Sycam

ore Lodge 
 

The M
onthly M

eeting of the State Investm
ent Com

m
ission (SIC) w

as called to order 
at 9:06 a.m

., M
onday, January 27, 2014 in the Sycam

ore Lodge of the University of Rhode 
Island’s W

. Alton Jones Cam
pus. 

 

I. 
R

oll Call of M
em

bers 
The follow

ing m
em

bers w
ere present: M

r. J. M
ichael Costello, M

r. Thom
as Fay, 

M
r. Robert Giudici, M

s. Paula M
cN

am
ara, M

r. Thom
as M

ullaney, M
s. M

arcia Reback, M
r. Frank 

Karpinski, and General Treasurer Gina Raim
ondo. M

r. Andrew
 Riley arrived at 9:24 a.m

. 
Also in attendance: M

r. Gregory Balew
icz and M

r. D
aniel Farley of State Street Global Advisors 

(SSGA); M
r. John Burns, M

s. Judy Cham
bers, M

r. Alan Em
kin, and M

r. D
avid Glickm

an of 
Pension Consulting Alliance (PCA), general and real estate consultant; M

r. Thom
as Lynch and 

M
r. Steve N

esbitt of Cliffw
ater, alternative investm

ent consultant to the Com
m

ission;  
M

s. Susan Leach D
eBlasio, of Adler Pollock &

 Sheehan P.C., legal counsel; M
s. Anne-M

arie Fink, 
chief investm

ent officer, m
em

bers of the Treasurer’s staff and Pete Spalding. Treasurer 
Raim

ondo called the m
eeting to order at 9:06 a.m

.  M
r. Karpinski left at 2:41 p.m

.; M
r. Costello 

left at 3:06 p.m
. 

 

II. Approval of M
inutes 

 On a m
otion by M

s. Reback and seconded by M
r. Giudici, it w

as unanim
ously 

VO
TED

:  to approve the draft of the m
inutes of the D

ecem
ber 18, 2013 m

eeting of the 
State Investm

ent Com
m

ission.  
M

r. Riley w
as not present for this vote. 

III. Review
 of ERSR

I Actuarial Valuation 
M

r. K
arpinski review

ed the yearly ER
SR

I actuarial valuation for 2013. The valuation m
easures the 

liabilities, explains changes in the actuarial conditions and tracks changes over tim
e.  

H
e review

ed the funded ratios. H
e noted that due to actuarial sm

oothing and am
ortization of 

shortfalls, the actuarial value of assets dipped in fiscal year 2013. 
H

e discussed a graph show
ing the actuary projections from

 the 2012 valuation com
pared to the 

actual 2013 valuation. The positive sources of im
pact w

ere that the investm
ents outperform

ed the 
7.5%

 assum
ption and the liabilities grew

 at a slow
er pace than expected.  

The negative im
pacts w

ere low
er contributions. H

e explained how
 contributions are collected. The 

actuary predicts contributions that are based on grow
th rates and payrolls. W

hen low
er than 

expected contributions are received, the follow
ing year’s contribution rate m

ust be increased to 
com

pensate for the prior year. The projected sources of funds are em
ployee contributions, taxpayer 
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or em
ployer contributions and the portfolio. If there are losses in any given year, the em

ployer m
ust 

m
ake up the difference.  

H
e noted som

e actuarial changes. Investm
ents had a 6.7%

 return using a five-year sm
oothing. That 

generated cost of living adjustm
ents (C

O
LA

s) for 56 m
unicipal units. These m

unicipal units have 
reached the 80%

 funding level. State em
ployees, teachers, state police, and judges have yet to reach 

the 80%
 funding levels so no C

O
LA

s have been reinstated. H
e review

ed the actuarial asset values.  
H

e said they show
 the difference betw

een com
pounded returns of 7.24%

 for the last 10 years and 
the sim

ple average return of 8%
.   

H
e noted that the num

ber of current state em
ployees are alm

ost a one-to-one m
atch to the num

ber of 
retirees. The actuaries foresee a reasonable projected increase in benefit paym

ents.  
H

e added that funding ratios are im
proving.  

IV. O
verview

 of M
arkets and Recent Perform

ance 
M

r. Farley review
ed the broad capital m

arkets and econom
ic outlook. SSG

A
 believes global 

recovery is happening, although occurring differently around the w
orld. The U

S is im
proving. The 

Eurozone is going from
 bad to w

eak. In A
sia, there are a lot of good things in Japan that are 

creating recovery, but he also sees C
hina causing som

e negative ripple effects in the m
arkets.  

H
e review

ed SSG
A

’s perspective on global grow
th. Their view

 for next year is 3.6%
 global G

D
P 

grow
th, w

hich is in line w
ith long-term

 historical averages. SSG
A

 forecasts that U
S G

D
P w

ill com
e 

in at about 1.7%
 this past year and next year jum

p up to 2.8%
. In the Eurozone, they project G

D
P 

grow
th to com

e in m
odestly negative for 2013, jum

ping up to a m
odestly positive num

ber in 2014. 
Japan is projected to be relatively flat on a year-over-year perspective, but they see a little bit of a 
pick-up from

 an em
erging m

arkets perspective.  
In Europe they foresee the banking system

 continuing to be a big issue, but expect im
provem

ent. In 
Japan they see that A

benom
ics is keeping the yen low

er, allow
ing Japan to stay com

petitive in 
exporting, seeing im

provem
ents in hiring and ultim

ately w
age increases. In em

erging m
arkets 

SSG
A

 foresees a m
ore controlled slow

-dow
n but not a significant one.  

H
e review

ed SSG
A

’s M
arket R

egim
e Indicator and how

 it m
easures investor sentim

ent. This 
indicator forecasts w

hat kind of m
arket environm

ent w
e w

ill be in in the next 6-12 m
onths. They 

haven’t seen a m
ajor spark in risk w

ith their m
easures. They see a reasonably good econom

ic 
backdrop and accom

m
odative m

onetary policy.  
H

e review
ed the outlook for fixed incom

e rates. Their perspective is that rates w
ill continue to m

ove 
up across the developed m

arkets and particularly in the U
S. Their concern is a big spike in rates 

because people w
ant to get out of rising rates in the future. This has the potential for rates to spike 

m
uch faster and w

ould have a very big ripple effect across m
ultiple m

arkets.  
H

e review
ed the outlook for the equity m

arkets. Their view
 is that U

S equities are not cheap 
anym

ore but are not overvalued either. Looking at other parts of the w
orld, valuations in Europe are 

m
uch cheaper. A

ccom
m

odative policy in Japan continues to be a very positive thing there. H
e 

described em
erging m

arkets as a w
ildcard. SSG

A
 doesn’t think now

 is the tim
e to get back in to 

em
erging m

arkets from
 an overw

eight perspective.  
H

e review
ed SSG

A
’s active positions in their portfolios right now

. They continue to be very 
positive in equities, about 8%

 overw
eight stocks across the portfolios, w

ith a m
odest overw

eight to 
U

S. Their biggest positions are in European and A
sia Pacific equities. They are underw

eight in 
em

erging m
arkets and fixed incom

e. They have a bit of an overw
eight to long credit as they are 

taking advantage of the spreads.  
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H
e discussed their forecast looking across m

ultiple tim
e horizons. Looking forw

ard, they see a 
m

arket w
here the focus on diversification and returns w

ill be harder to com
e by.  

The board asked questions. 

V. 
Chief Investm

ent O
fficer Report 

M
s. Fink said D

ecem
ber w

as a good m
onth and the portfolio w

as up 0.99%
. Fiscal year to date, the 

portfolio w
as up 9.7%

 and 14.1%
 for the calendar year. R

isk w
as at 7.2%

. The 60/40 plan generated 
0.8%

 in D
ecem

ber, 9.5%
 FY

TD
 and 12.3%

 for the calendar year, w
ith a risk of 8.3%

. The 
portfolio’s perform

ance did lag that of the bottom
-up benchm

ark, m
ostly because the absolute 

return hedge funds in the portfolio tend to have less m
arket sensitivity than the benchm

ark. The 
other place w

here there seem
s to be a bit of a m

ism
atch is in real estate and that is just a tim

ing 
issue for how

 the returns com
e in.  

She said the strong perform
ance w

as driven by developed equity m
arkets. The portfolio’s 

underw
eight in bonds m

itigated the im
pact of rising rates due to Fed tapering.  

The equity hedge funds perform
ed w

ell in D
ecem

ber despite having less m
arket sensitivity.  

In January, the equity m
arkets have com

e dow
n and bonds have stabilized. D

ispersion betw
een 

stocks has continued so the hedge funds have done very w
ell.  

 

VI. Asset Allocation Review
 

M
r. Em

kin noted that since the last tim
e this review

 w
as done in 2012, the capital m

arkets have 
changed. The biggest single change is that the equity m

arkets have had an extraordinary rally. They 
assum

e the return on stocks w
ill be plus or m

inus 8%
. U

S stocks last year w
ere up 32%

; 
sim

plistically that’s 4 years’ w
orth of returns in one year.  

H
e noted this w

ould be a m
id-course review

, not a full asset/liability study. This review
 just looks at 

the investm
ent com

ponent and not liabilities. H
e noted it’s im

portant to keep in m
ind that the plans 

are still underfunded, on average. The plans are m
ature, m

eaning that the num
ber of retirees is 

grow
ing m

uch m
ore rapidly than active m

em
bers. This dem

ographic m
eans less contributions, 

putting increased burden on em
ployer contributions and the investm

ent portfolio to generate rates of 
return. This m

ust be m
anaged on both the liability and the asset sides as the plan’s planning horizon 

changes. The ultim
ate goal of the plan is to pay benefits. H

aving m
ajor losses has a disproportionate 

negative im
pact on the portfolio because there is not enough m

oney com
ing in to overcom

e the 
losses over tim

e.  
H

e noted that capital m
arkets tend to overreact on the extrem

es. The cost of losing lots of m
oney on 

the dow
nside is disproportionate to m

aking m
oney on the upside.  

H
e explained how

 actual geom
etric return is alw

ays less than the arithm
etic return because of the 

volatility penalty. The m
ore volatility the greater that penalty. H

e review
ed an exam

ple of the 
im

pact of volatility and the im
pact w

hen assets go up and dow
n together. This exam

ple 
dem

onstrated the need to be diversified and to m
anage the asset allocation.  

H
e explained the optim

ization m
odel used by PC

A
 to generate potential allocations for the asset 

allocation review
. H

e briefly review
ed the role of each asset class and its risk. H

e noted that the 
goal of the study is to identify how

 each asset reacts in different econom
ic conditions and the 

correlation betw
een them

.  H
e discussed the im

pact of the recent econom
ic instability on various 

portfolio com
binations. H

e explained how
 they input correlation into the m

odel. The goal is to 
com

bine assets that are not highly correlated. H
e noted asset correlations can change and provide a 
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challenge as they are not stable over tim
e. PC

A
 revisits these correlations and m

akes changes based 
on the w

ay the m
arket is being perceived over tim

e.   
The m

odel generated portfolios that provide the best return per unit of risk at different risk levels, 
w

hich is called the “efficient frontier”. Perform
ance of portfolios and asset classes is m

easured by 
using the Sharpe ratio to see if the risk taken is paying off in returns. 
H

e review
ed the resulting portfolios that the optim

izer generated w
hen the assum

ptions and 
constraints w

ere entered. H
e com

pared these outputs to the current portfolio and the 60/40 plan. H
e 

said the current portfolio has slightly m
ore risk. The current portfolio is pretty close to the efficient 

frontier. The fact that the portfolio is slightly off the efficient frontier is norm
al.  

M
r. N

esbitt noted that m
ore alternative investm

ents w
ould get the portfolio even closer to the 

“efficient frontier”.   
M

r. Em
kin presented a graph w

ith a 60/40 allocation. H
e noted the volatility is 93%

 from
 stock and 

only 7%
 from

 bonds. The goal of diversification is to reduce that concentration of risk. The 
difficulty is that w

ith the exception of private equity, every other asset class has a low
er expected 

rate of return than public equity. D
iversification w

ill im
prove the relationship betw

een return and 
risk.  
H

e presented another graph show
ing the current portfolio using the sam

e m
ethodology. H

e 
estim

ates that betw
een 80%

 and 85%
 of the current portfolio’s volatility is driven by the equity 

m
arket because equity m

arket risk exists across different asset classes. H
e com

pared this to a 
portfolio generated by the optim

izer w
ith a higher Sharpe ratio. H

e noted that effectively, the 
allocation to alternative assets gets m

axed out because they have the highest Sharpe ratios. A
dding 

alternatives to the portfolio m
akes for m

ore diversified sources of risk. If the portfolio gets less 
volatility w

ith sim
ilar rates of return, over the long term

, it w
ill com

pound to a greater level. 
M

r. Em
kin discussed how

 the portfolio needs to have assets available to pay benefits. The key is to 
align cash flow

s out of the pension funds w
ith the contributions and incom

e of the investm
ent 

portfolio to m
eet liabilities w

ithout having to sell assets at the w
rong point in tim

e. B
ecause of the 

dem
ographics and financial conditions of the plan, m

uch m
ore thought has to be given to liquidity 

and loss aversion.  
H

e review
ed a m

athem
atical exam

ple of the im
pact of volatility com

paring tw
o portfolios w

ith the 
sam

e rate of return. O
ne having m

ore volatility than the other. H
e noted that w

ith a m
ature plan, at 

the end of the sam
ple period the m

ore volatile portfolio has less m
oney than the other.  M

anaging 
and reducing volatility increases the likelihood of having the assets to pay benefits w

hen they com
e 

due. The cost of taking too m
uch risk is the potential for not having the ability to m

eet the 
obligations.  
M

s. Fink noted that the exam
ple illustrates how

 the im
pact of volatility is m

ore painful w
ith a m

ore 
m

ature portfolio.  
M

r. Em
kin said the challenge is how

 to generate the best risk-adjusted return. G
iven the current 

assum
ptions, the only w

ay to im
prove the risk-return relationship is to expand aw

ay from
 the 60/40 

portfolio by m
oving to assets w

ith better Sharpe ratios and better risk-adjusted rates of return.  H
e 

said the board m
ay consider expanding or changing som

e of the hedge fund portfolios at the 
m

argins. H
e said he foresees a m

ore challenging environm
ent to generate the 7.5%

 rate of return. 
M

s. Fink added that the w
ork of PC

A
 is com

forting to her given how
 close the current portfolio is 

to the efficient frontier. She said that no vote w
ould be taken regarding asset allocation as there w

as 
no vote scheduled on the agenda. H

ow
ever, the board could discuss this further at a future m

eeting.  
The board asked questions.  
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VII. Investm
ent Policy Statem

ent Review
 

M
s. Fink review

ed the second part of the Investm
ent Policy draft. This part of the Investm

ent Policy 
is designed to address the roles and responsibilities of the various parties that w

ork on the portfolio.  
M

r. C
ostello expressed concern over the 7.5%

 expected rate of return stated in the Investm
ent 

Policy draft. H
e referred to the previous presentations by both State Street and PC

A
 regarding 

future m
arket environm

ent and how
 it w

ould be difficult to achieve that return.  
M

r. R
iley suggested that the policy should include language clarifying that the 7.5%

 is the targeted 
return w

hich is given to the SIC
 by another governing body.  

The board further discussed the Investm
ent Policy.  

M
s. Fink asked the board for a vote on part one of the Investm

ent Policy.  
M

s. R
eback expressed concern that she believed the policy em

phasized risk over return. She said 
that she w

ould abstain from
 a vote pertaining to the first part of the Investm

ent Policy.  
Treasurer R

aim
ondo suggested to further discuss the Policy and to postpone a vote for both parts 

until the next m
eeting. She asked M

s. Fink to incorporate the feedback given by the board and to 
present the Policy at the next m

eeting.  
 

VIII. Fiduciary Training 
M

r. M
ark D

ingley, Treasury Legal C
ounsel, explained the fiduciary responsibility and liabilities. 

H
e said the SIC

 acts in a fiduciary role and is defined as a fiduciary. The num
ber one rule for a 

fiduciary is to follow
 the plan docum

ents. For the SIC
 those are the statutes and any adopted policy.  

H
e identified the legal sources of fiduciary requirem

ents as ER
ISA

, the Internal R
evenue C

ode, 
State and Local Statutes and ordinances, com

m
on law

, and plan docum
ents such as Investm

ent 
Policies. These should be the blueprint for decision-m

aking. 
H

e explained the division of responsibility betw
een the em

ployer and the fiduciary. The fiduciary 
responsibilities are to act in accordance w

ith the Exclusive B
enefit R

ule and Prudent Person 
Standard, to follow

 the plan docum
ents, to diversify investm

ents, and to m
onitor service providers.  

H
e review

ed the rules that apply under R
IG

L 35-10-6, know
n as the Exclusive B

enefit R
ule.  The 

rules requires m
em

bers to act solely in the interest of plan participants and beneficiaries, to act w
ith 

the exclusive purpose of providing benefits to participants, to pay reasonable adm
inistrative 

expenses, and to follow
 the no-self-dealing or conflict-of-interest rule.  

The prudent person standard adopted by the State is an experienced prudent person standard. It is 
the highest fiduciary standard out there. H

e review
ed the doctrine of procedural prudence. The 

duties of the SIC
 are to investigate, m

ake inform
ed decisions, m

aintain accurate records, obtain 
expert assistance, m

onitor the investm
ents, and follow

 the plan docum
ents. 

The purpose of diversification is to m
itigate losses and protect participants from

 fraud.  H
e 

review
ed the factors to consider in regards to diversification.  

H
e review

ed the duty to secure expert assistance and m
onitor providers.  

H
e discussed the liabilities of fiduciaries as read in section 9-1-31.1 of the R

hode Island G
eneral 

Law
. H

e review
ed the lim

itation of liability. G
enerally, the board has protection from

 civil liability.  
M

r. G
iudici asked how

 the fiduciary liability applies to custodians and fund m
anager contracts.  

M
r. D

ingley said that it is a different type of fiduciary responsibility. W
hen the board is successful 

in getting m
anagers to acknow

ledge a fiduciary status, it’s one that they w
ill adhere to the 

investm
ent directives given to them

. Their responsibility is to advise the board. The ultim
ate 

fiduciary responsibility rests w
ith the board m

em
bers.  

H
e w

ent on to talk about the defined contribution plan and how
 it adheres to the ER

ISA
 guidelines. 
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IX. Survey of Portfolio by Asset Class 
M

s. Fink com
pared three snapshots of the portfolio: the policy allocation, the tactical allocation and 

the actual allocation. The tactical allocation differs from
 the policy allocation due to the nature of 

som
e of the asset classes and the tim

e required to deploy investm
ents in these classes. The actual 

allocation differs from
 the tactical allocation due to im

pacts of m
arket m

oves.  
M

r. B
urns briefly review

ed the role of each asset class and the type of risk associated w
ith each 

asset class depending on how
 the portfolio is constructed. H

e w
ent on to review

 the public equity 
portion of the portfolio. G

lobal equities are the largest investm
ent. It has a high expected return w

ith 
an expected volatility of about 18%

. H
istorically, that risk has paid off. H

e described the equity 
portfolio as a beta portfolio, as it w

ill m
ove in line w

ith the overall equity m
arkets. The portfolio is 

w
ell-diversified by country, econom

ic sector and industry. H
e review

ed price/earnings ratio 
statistics of the current public equity m

arket com
pared to long-tim

e averages, as an indication of 
valuations.   
M

r. Lynch review
ed the fund’s private equity portfolio. The prim

ary risk exposure of private equity 
is grow

th. It has a high expected return w
ith a volatility of about 20%

. Liquidity is low
 in this asset 

class as the investm
ents are in partnerships w

ith an average 10-year life. H
e described the 

investm
ent strategy for private equity. The key differentiation from

 public equity is that this is 
w

here the portfolio can get alpha return as m
anagers are active and have tools to add value. H

e 
briefly sum

m
arized the portfolio since inception. H

e described the portfolio as w
ell diversified by 

m
anager, fund and industry. H

e review
ed the perform

ance of the portfolio. Since inception, the 
portfolio has outperform

ed the benchm
ark by 2.35%

. R
elative to public equities, the portfolio has 

also outperform
ed the R

ussell 3000 Index by 6.76%
 since inception. H

e described the typical 
m

easurem
ents of perform

ance.  
M

r. N
esbitt review

ed the fund’s hedged equity portfolio. This group of hedge fund strategies is 
designed to produce equity-like returns w

ith approxim
ately half the risk. H

e described the 
investm

ent strategy of hedged equity. The role of this portion of the portfolio is to low
er the risk of 

the equity portfolio. H
e review

ed w
hat is in the portfolio. This allocation has low

ered risk w
ith a 

standard deviation of 3.68%
 since inception. H

e discussed the perform
ance of the portfolio. Since 

inception and through D
ecem

ber of 2013, the portfolio return is 10.9%
 w

ith 3.68%
 risk.  

M
r. G

lickm
an review

ed the fund’s real estate portfolio. The prim
ary role of the real estate portfolio 

is to provide incom
e and a secondary role is to provide grow

th opportunities over a long period of 
tim

e. The grow
th in real estate values w

ill be fairly w
ell correlated to the overall grow

th of the 
econom

y. H
e said PC

A
 feels positive about the real estate m

arket as uncertainty in the econom
y has 

begun to m
elt aw

ay. H
e briefly review

ed the diversification of the real estate portfolio and said it 
generally lines up closely to w

hat the reported benchm
ark should be. H

e w
ent on to discuss the 

perform
ance of the real estate portfolio.  

M
s. C

ham
bers review

ed the fund’s infrastructure portfolio. She noted that the investm
ent in IFM

 
that w

as approved by the SIC
 in 2013 has yet to be draw

n dow
n. She said there is no guarantee 

w
hen the fund w

ill call R
hode Island’s funds but she is hoping it w

ill be som
etim

e this year. She 
discussed the current m

arketplace. She w
ill continue to w

ork w
ith staff and com

e back to the board 
w

ith additional opportunities w
hen appropriate.  

M
r. N

esbitt review
ed the absolute return hedge fund portfolio. The design of these funds is to 

m
itigate risk and do w

ell w
hen the m

arket goes dow
n. H

e review
ed the investm

ent strategy for the 
portfolio. The portfolio is diversified across strategies. The beta for the absolute return hedge funds 
is 0.06%

 w
ith volatility of 2.38%

. H
e review

ed the perform
ance of the portfolio. This is a very 

efficient asset class w
ith a Sharpe ratio of 2.31%

. 
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M
r. B

urns review
ed the rate-insulated credit portfolio. The addition of this asset class w

as part of 
the strategy to reduce interest rate risk in the portfolio. H

e discussed the spread on bank loans, a 
valuation m

easure. H
e noted that there are allocations to tw

o m
anagers w

ith tw
o different strategies 

in the portfolio and they are w
ell diversified across sectors.  

M
r. B

urns w
ent on to review

 the G
ILB

s portion of the portfolio. The prim
ary risk in this portfolio is 

inflation. The benchm
ark w

as recently changed to interm
ediate benchm

ark so they take even less 
duration risk.  
M

s. Fink noted that this is the part of the portfolio that did not w
ork last year because inflation w

as 
low

er than expected and interest rates backed up. U
sually w

hen rates back up it’s because there is 
inflation and the G

ILB
s are designed to protect in that environm

ent. 
  

X. 
Recom

m
endation to Reduce Beta Exposure in H

edged Equity 
Allocation 

M
s. Fink noted that last year w

as a great year for equities but returns can be expected to be low
er 

going forw
ard. She identified the possibility of reducing the beta exposure in the portfolio. She 

recom
m

ended redeem
ing the Third Point investm

ent and putting the m
oney back to w

ork w
ithin the 

hedge fund allocation but w
ith low

er beta exposure. The Third Point investm
ent is about $70 

m
illion. She recom

m
ended putting $20 m

illion of that into Sam
lyn. R

hode Island already has an 
investm

ent w
ith Sam

lyn and they have perform
ed very w

ell. She added that Sam
lyn has tw

o share 
classes. O

ne is a traditional fee structure w
ith a one-year com

m
itm

ent and the other has low
er fees 

and a three-year com
m

itm
ent. She recom

m
ended putting the $20 m

illion in the share class w
ith the 

three-year com
m

itm
ent and low

er fees. C
liffw

ater w
ould be enlisted to bring a recom

m
endation to 

invest the rest of the m
oney.  

O
n a m

otion by M
s. R

eback and seconded by M
s. M

cN
am

ara, it w
as unanim

ously 
V

O
T

E
D

: to redeem
 the investm

ent in T
hird Point.  

 A
dditionally, a m

otion w
as m

ade by M
r. G

iudici and seconded by M
s. R

eback, and it w
as 

unanim
ously  

V
O

T
E

D
: to invest $20 m

illion into Sam
lyn’s share class w

ith the longer lockup and low
er fee 

structure. 
 

XI. Secondary Sale U
pdate 

A
 m

otion w
as m

ade by M
s. R

eback and seconded by M
r. Fay to convene into executive session 

pursuant to R
hode Island G

eneral Law
 §42-46-5 (a) (7) as the discussion m

ay relate to the 
investm

ent of public funds, the prem
ature disclosure of w

hich m
ay adversely affect the public 

interest. A
 roll call vote w

as taken to enter into executive session and the follow
ing m

em
bers w

ere 
present and voted Y

ea: M
r. Thom

as Fay, M
r. R

obert G
iudici, M

s. Paula M
cN

am
ara, M

r. Thom
as 

M
ullaney, M

s. M
arcia R

eback, M
r. A

ndrew
 R

iley, and G
eneral Treasurer G

ina R
aim

ondo. M
r. 

C
ostello w

as not present. 
 It w

as then unanim
ously 
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V
O

T
E

D
: T

o convene into executive session pursuant to R
hode Island G

eneral L
aw

 §42-46-5 
(a) (7) as the discussion m

ay relate to the investm
ent of public funds, the prem

ature disclosure 
of w

hich m
ay adversely affect the public interest. 

 A
 m

otion w
as then m

ade by M
r. M

ullaney and seconded by M
r. R

iley, to exit executive session 
pursuant to R

hode Island G
eneral Law

 §42-46-5 (a) (7). A
 roll call vote w

as taken, and the 
follow

ing m
em

bers w
ere present and voted Y

ea: M
r. Thom

as Fay, M
r. R

obert G
iudici, M

s. Paula 
M

cN
am

ara, M
r. Thom

as M
ullaney, M

s. M
arcia R

eback, M
r. A

ndrew
 R

iley, and G
eneral Treasurer 

G
ina R

aim
ondo. M

r. C
ostello w

as not present. 
It w

as then unanim
ously 

V
O

T
E

D
: T

o exit executive session and return to open session. 
 It w

as reported to the public that there w
ere votes taken during the executive session. 

It w
as unanim

ously voted to authorize staff to take action to sell the U
SC

 interest in W
ellspring 

C
apital Partners IV

. M
r. C

ostello w
as not present for this vote. A

nd it w
as unanim

ously voted to 
seal the m

inutes.  

XII. Legal Counsel Report 
There w

as no legal counsel report. 

XIII. Treasurer Report 
Treasurer Raim

ondo com
m

ended the efforts of the board and thanked them
 for their 

continued w
ork.  

 There being no other business to com
e before the Board, on a m

otion by M
s. Reback and 

seconded by M
s. M

cN
am

ara the m
eeting adjourned at 3:25 p.m

. 
 

 
 

 
 

 
 

Respectfully subm
itted,                                         

                                                                                

 
 

 
 

 
 

 
 

 
 

 
 

 
Gina M

. R
aim

ondo  
 

 
 

 
 

 
 

 
 

 
General Treasurer 
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State Investm

ent Com
m

ission 
M

onthly M
eeting M

inutes  
W

ednesday, February 26, 2014 
9:00 a.m

. 
R

oom
 205, State H

ouse 
 

The M
onthly M

eeting of the State Investm
ent Com

m
ission (SIC) w

as called to order 
at 9:04 a.m

., W
ednesday, February 26, 2014 in Room

 205, State H
ouse. 

 
I. 

R
oll Call of M

em
bers 

The follow
ing m

em
bers w

ere present: M
r. J. M

ichael Costello, M
r. Robert Giudici, M

s. Paula 
M

cN
am

ara, M
r. Thom

as M
ullaney, M

s. M
arcia Reback, M

r. Frank Karpinski, and General 
Treasurer Gina Raim

ondo.  
Also in attendance: M

r. Larry Brow
n and M

r. D
arren Lopes of TIAA-CREF, defined 

contribution plan adm
inistrator; M

r. Thom
as Lynch of Cliffw

ater, alternative investm
ent 

consultant to the Com
m

ission; M
s. M

onica C
hase and M

r. Loren Schlachet of The R
iverside 

C
om

pany; M
r. John Burns and M

r. Alan Em
kin of Pension Consulting Alliance (PCA), general 

consultant; M
s. Sally D

ow
ling of Adler Pollock &

 Sheehan P.C., legal counsel; M
r. Kevin 

Sullivan and M
r. M

ark Sullivan of Bank of N
ew

 York M
ellon, custodian to the pension plan; 

M
r. Seth M

agaziner, candidate for treasurer; M
s. Anne-M

arie Fink, chief investm
ent officer, 

and m
em

bers of the Treasurer’s staff. Treasurer Raim
ondo called the m

eeting to order 
at 9:04 a.m

.  
M

r. Thom
as Fay and M

r. Andrew
 Reilly w

ere absent.  
 

II. Approval of M
inutes 

 On a m
otion by M

r. M
ullaney and seconded by M

r. Costello, it w
as unanim

ously 
VO

TED
:  to approve the draft of the m

inutes of the January 27, 2014 m
eeting of the State 

Investm
ent Com

m
ission.  

III. D
efined Contribution Plan—

Q
uarterly U

pdate 
M

r. Lopes provided an overview
 of the State’s D

/C
 plan at year end 2013.  A

s of D
ecem

ber 31, 
2013 the plan had a total of $196 m

illion in assets. The bulk of the assets rem
ain in the target-date 

funds. Effective M
arch 12, 2014 the social choice equity fund w

ill be added to the lineup as an 
option for participants. A

 com
m

unication has gone out to participants to notify them
 of the addition.  

H
e also provided an update on TIA

A
-C

R
EF’s continuing outreach efforts, saying the num

ber of 
m

eetings w
ith participants increased throughout 2013.  

M
r. B

row
n review

ed the perform
ance of the plan. H

e noted the stable value current rate as of the 
first of February has increased to 2%

 from
 1.75%

. H
e review

ed how
 each class ranks against its 

peers. The V
anguard total bond m

arket index had negative returns last quarter but it has since 
topped the underlying benchm

ark. The only portion of the fixed incom
e m

arket that posted positive 
returns last year w

as high yield. The plan did offer participants an opportunity to capture large 
returns in the equity m

arkets, ranging from
 32%

 for the large cap S&
P 500 to 37.7%

 for sm
all caps. 

A
ll these funds are in the top half of their respective peer groups. 
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The international equity index posted a 29.9%
 return and w

as in the top quartile. R
eal estate 

investm
ent selections had a return of 9.65%

. V
anguard target-date fund returns have ranged from

 
5.8%

 in the retirem
ent incom

e trust to 24%
 in the target date funds w

ith longer horizons. The 
average peer group rankings for the V

anguard funds are in 28th percentile. H
e said all the funds 

have perform
ed as expected.  

 

IV. Private Equity Recom
m

endation—
R

iverside M
icro Cap III 

M
r. Lynch introduced The R

iverside C
om

pany. H
e rem

inded the board that in 2013 an investm
ent 

in another R
iverside C

om
pany fund w

as approved.  H
e added that the current strategy for ER

SR
I 

private equity allocation is to increase the exposure to sm
aller com

pany buyouts, w
hich offer m

ore 
attractive opportunities.  Today there is a lot of com

petition for larger com
pany buyouts so he 

believes targeting sm
aller com

panies should have a com
petitive advantage. 

M
r. Schlachet gave a brief review

 of R
iverside C

om
pany and its M

icro-C
ap Fund III.  This fund 

invests in low
er m

iddle m
arket private com

panies around the w
orld.  Their consistent approach has 

proven effective as m
easured on returns. The fund seeks to buy the very best com

panies in N
orth 

A
m

erica w
ith less than $5 m

illion Earnings B
efore Interest, Taxes, D

epreciation and A
m

ortization 
(EB

ITD
A

).   
H

e review
ed the team

 and touted their expertise and experience. They have had 9 years of 
experience in a m

icro-cap fund and have acquired 75 com
panies during that tim

e. They see no 
shortages of sm

all com
panies w

ith robust prospects. 
H

e added that their team
 is split betw

een investors and operators. They bring the benefit of 
R

iverside’s global private equity platform
 to the low

est end of the m
iddle m

arket.  O
ne of the 

unique aspects of this fund is that they are a Sm
all B

usiness Investm
ent C

om
pany (SB

IC
). O

n each 
fund they are able to borrow

 up to $150M
 from

 the Sm
all B

usiness A
dm

inistration (SB
A

) at a cost 
of 4%

.  
M

r. G
iudici asked if they are actively involved in the running of their portfolio com

panies.  
M

r. Schlachet said they buy the controlling equity stake in an underlying com
pany as w

ell as 
offering m

ezzanine debt. O
nce they m

ake an investm
ent, they do not bring in their ow

n 
m

anagem
ent team

. The com
panies have their ow

n m
anagem

ent team
s, board of directors, and 

balance sheets. The R
iverside team

 is m
ost involved in strategy and overall efficiency.  

M
r. G

iudici asked w
here the cash flow

 com
es from

 to pay back the debt. 
M

r. Schlachet explained that w
hen they buy a com

pany, the first three turns of the capital structure 
w

ill be financed w
ith bank debt. The next turn and a half w

ill be R
iverside’s m

ezzanine debt.  O
n 

the m
ezzanine piece, they charge 18%

 w
ith 12%

 being current pay and 6%
 paym

ent in kind. The 
12%

 is paid on a quarterly basis to the fund. This interest incom
e m

ore than satisfies the interest 
expense from

 the SB
A

 loan.   
M

r. G
iudici asked how

 m
any of the com

panies they have invested in that have failed. 
M

r. Schlachet said they have done 36 platform
s to date and have lost m

oney on only tw
o platform

s. 
H

e w
ould estim

ate over the long term
 the loss ratio w

ould be betw
een 10-12%

.  
M

r. Schlachet then gave an overview
 of the investm

ent strategy.  R
iverside holds com

panies for 
five to seven years. The com

panies they acquire are grow
ing at an average 27%

 per year leading up 
to acquisition.  They look for com

panies that have recurring revenue and do not have large custom
er 

concentrations.  
H

e review
ed the com

position of the portfolio. Their grow
th-oriented investm

ent strategy leads them
 

into sectors like softw
are, branded consum

er products, and healthcare.  They focus on the ability of 
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a com
pany to grow

 organically so they seek sectors w
here there are still a lot of grow

th 
opportunities.  
H

e said they focus on add-on acquisitions. They do roughly 1.4 tim
es add-ons for every platform

.  It 
has been a very successful strategy for them

.  
Talking about their perform

ance, he said they have had top quartile perform
ance across 36 

platform
s.  They have had tw

o form
al funds to date, R

M
C

F I and R
M

C
F II. R

M
C

F I is a top 
quartile perform

er w
ith m

arks of 1.9 tim
es and 13%

 net return as of year-end 2013.  They still have 
about 13 com

panies left in the first fund that still have a lot of value to be created. U
ltim

ately, they 
see the entire fund return ending up at about 2.3X

 net of fees.  
 The board asked questions. 
 The representatives from

 The R
iverside C

om
pany left the room

. 
 M

r. Lynch noted that C
liffw

ater recom
m

ends a $20 m
illion investm

ent into R
M

C
F III. 

M
s. Fink noted that the SB

IC
 space enables going dow

n in size, w
here there is less com

petition. In 
a tim

e w
hen private equity is very com

petitive, R
iverside is targeting a niche of the m

arket that is 
less com

petitive, w
hich m

eans higher returns.  
 O

n a m
otion by M

r. C
ostello and seconded by M

r. M
ullaney, it w

as 
V

O
T

E
D

: to invest $20 m
illion into R

iverside M
icro C

ap Fund III. 
M

s. R
eback voted nay. 

 

V. 
H

edge Fund Review
—

Calendar Year 2013 
M

r. Lynch review
ed the perform

ance of the hedge fund portfolio from
 inception through January 

2014. The absolute return hedge funds have $511 m
illion of invested capital across 9 hedge funds. 

W
ith an annualized return of 5.75%

, the absolute return hedge funds have risk com
parable to bonds 

w
ith a higher rate of return. The global equity hedge funds have $635 m

illion invested capital across 
9 hedge funds. They have a 10.5%

 return w
ith volatility below

 4%
, w

hich is a tw
o thirds reduction 

in risk relative to the equity m
arket. B

oth portfolios have a com
bined 8.33%

 return and have 
produced these returns w

ith very attractive levels of risk. A
lso, both portfolios have outperform

ed 
their relative benchm

arks. 
M

r. Lynch then gave an overview
 of the com

ponents of return: alpha and beta. B
eta is a m

easure of 
m

arket exposure. A
lpha is the return that the m

anager produces above the m
arket return. The goal is 

to try to m
anage the beta and get a lot of alpha. H

e pointed out that there has substantial alpha 
produced in both the global equity and the real return portfolios. Likew

ise, the beta for the equity 
hedge fund index has only been 0.24, basically ¾

 less beta than the equity index. The beta for the 
real return portfolio has been 0.09 so less than 10%

 of the beta of the equity index. The alpha of 
global equity hedge funds has been 7.3%

 annualized. The real return portfolio’s alpha has been 
4.41%

. The alpha in their respective benchm
arks has been substantially less than that in the 

portfolio.  H
e review

ed the alpha by m
anager. The alpha has been positive for all the m

anagers 
except tw

o, Indus A
sia and W

inton Futures. Indus A
sia invests in A

sia m
arkets, w

as a difficult 
place to perform

 last year. W
inton Futures, w

hich is a com
m

odity trading advisor (C
TA

) that uses a 
quantitative m

om
entum

 strategy, is also in a space that w
as challenging last year. It is expected that 

not all strategies or geographies w
ill perform

 in all environm
ents. 



 

 
  

 
February 26, 2014 

4 

The board asked questions. 

VI. Asset Allocation Review
 

M
r. Em

kin gave a follow
-up to the discussion at the previous m

eeting regarding asset allocation. H
e 

review
ed the findings of the process. H

e said in a w
ell-diversified portfolio w

here m
ost of the risk is 

equity risk, adding return becom
es challenging because any am

ount of return w
ould add significant 

am
ounts of risk. H

e noted that there is no com
pelling reason to change the current policy portfolio 

and PC
A

 w
ould encourage the board to stay the course on the current track.  

H
e said PC

A
 had few

 m
inor recom

m
endations. In the near term

, they recom
m

end focusing on fully 
im

plem
enting the current policy, particularly filling out the real estate and infrastructure allocations. 

They w
ould like to see m

ore m
oney being allocated to assets that are less correlated to the equity 

m
arket and to rem

ain m
indful of diversifying by vintage year.  

VII. Investm
ent Policy Statem

ent Review
 

M
s. Fink talked about som

e of the changes in the Investm
ent Policy D

raft. She said the policy now
 

states m
ore explicitly that the 7.5%

 is an actuarial rate of return is determ
ined by The R

etirem
ent 

B
oard. A

lso, throughout the docum
ent the goal of achieving returns is em

phasized as m
uch as the 

need to m
anage risk. 

M
s. R

eback pointed out that the corporate governance piece should clarify w
hich “B

oard” is being 
referenced. 
M

s. Fink agreed and said the change w
ould be m

ade. 
 O

n a m
otion by M

r. C
ostello and seconded by M

r. M
ullaney, it w

as unanim
ously 

V
O

T
E

D
: to adopt parts 1 and 2 of the Investm

ent Policy draft w
ith the clarification of 

“corporate boards” in the corporate governance section.  

VIII. Legal Counsel Report 
There w

as no legal counsel report. 

IX. CIO
 Report 

M
s. Fink review

ed January’s perform
ance, stating it w

as a tough m
onth due to concerns over 

em
erging m

arkets grow
th and fourth quarter earnings w

ere lacking. In this environm
ent the 

portfolio w
as dow

n 1.7%
, w

hich com
pared favorably to the 60/40 benchm

ark w
hich fell 1.8%

. 
A

sset allocation is w
orking, particularly the hedge funds, w

hich helped protect the portfolio in 
January. Fiscal-year-to-date the portfolio is up 7.9%

 com
pared to the 60/40 benchm

ark, w
hich is up 

7.5%
. The portfolio had 7.5%

 risk w
ith a return of about 8%

.  She review
ed the perform

ance of 
each asset class for the m

onth. 
M

s. Fink gave an update on the W
aterton investm

ent. She said W
aterton has raised m

ore than $200 
m

illion outside of the investm
ent by R

hode Island. C
onsistent w

ith w
hat w

as previously voted upon 
by the SIC

 staff w
ill invest about $20 m

illion of the approved $35 m
illion to w

ork in the fund. If 
W

aterton m
anages to raise m

ore m
oney, the rest of the m

oney w
ill be put to w

ork in subsequent 
transactions. 
M

s. Fink notified the board there w
ill be an R

FP issued jointly w
ith R

IH
EA

A
 seeking a consultant 

to assist in the evaluation of the 529 college plan.  
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M
s. Fink briefly com

m
ented on February’s m

arkets. She said February has been an alm
ost com

plete 
reversal of January w

ith equity m
arkets up m

ore than 4%
 and treasury yields up a bit to 2.75%

 on 
the 10-year. She added that as of February 21st, the defined benefit portfolio w

as back above $8 
billion. 
 

X. 
Treasurer Report 
Treasurer Raim

ondo thanked the consultants for their w
ork.  

 She then gave an update on the recent m
ediated pension settlem

ent. She distributed a press 
release from

 the governor’s office in conjunction w
ith her office outlining som

e of the changes. 
She noted the settlem

ent w
ould not change the w

ork of the board and that it only has a 
negligible im

pact on the unfunded liability. All the key structural changes w
ill stay in place. 

She also noted that the settlem
ent is not yet finalized as the union m

em
bership has to vote on 

it, and then it m
ust go before the general assem

bly.  
 Treasurer Raim

ondo com
m

ended the board and thanked them
 for their continued w

ork. 
 There being no other business to com

e before the Board, on a m
otion by M

s. Reback and 
seconded by M

r. M
ullaney the m

eeting adjourned at 10:41 a.m
. 

 
 

 
 

 
 

 
Respectfully subm

itted,                                          
                                                                                

 
 

 
 

 
 

 
 

 
 

 
 

 
Gina M

. R
aim

ondo  
 

 
 

 
 

 
 

 
 

 
General Treasurer 
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State Investm
ent Com

m
ission 

M
onthly M

eeting M
inutes  

W
ednesday, M

arch 26, 2014 
9:00 a.m

. 
R

oom
 205, State H

ouse 
 

The M
onthly M

eeting of the State Investm
ent Com

m
ission (SIC) w

as called to order 
at 9:08 a.m

., W
ednesday, M

arch 26, 2014 in Room
 205, State H

ouse. 
 

I. 
R

oll Call of M
em

bers 
The follow

ing m
em

bers w
ere present: M

r. J. M
ichael Costello, M

r. Thom
as Fay, 

M
r. Robert Giudici, M

r. Thom
as M

ullaney, M
s. M

arcia Reback, M
r. Andrew

 Reilly, M
r. Frank 

Karpinski, and General Treasurer Gina Raim
ondo.  

Also in attendance: M
r. Thom

as Lynch of Cliffw
ater, alternative investm

ent consultant to the 
Com

m
ission; M

s. Katherine D
ow

ling of Thom
a Bravo; M

r. John Burns of Pension Consulting 
Alliance (PCA), general consultant; M

s. Sally D
ow

ling of Adler Pollock &
 Sheehan P.C., legal 

counsel; M
s. Faith Lasalle, Esq., Chairperson of the Rhode Island H

igher Education Assistance 
Authority (RIH

EAA) Board of D
irectors; M

r. Seth M
agaziner, candidate for treasurer; M

s. Anne-
M

arie Fink, chief investm
ent officer, and m

em
bers of the Treasurer’s staff. Treasurer Raim

ondo 
called the m

eeting to order at 9:08 a.m
.  

M
s. Paula M

cN
am

ara w
as absent.  

 

II. Approval of M
inutes 

 On a m
otion by M

r. M
ullaney and seconded by M

r. Costello, it w
as unanim

ously 
VO

TED
:  to approve the draft of the m

inutes of the February 26, 2014 m
eeting of the State 

Investm
ent Com

m
ission.  

III. Private Equity Recom
m

endation—
Thom

a Bravo XI 
M

r. Lynch introduced Thom
a Bravo, a private equity fund Cliffw

ater recom
m

ends for the 
portfolio.  
M

s. Katherine D
ow

ling gave an overview
 of the firm

. She said Thom
a Bravo has a long history in 

m
iddle-m

arket private equity. She noted the team
 has deep sector know

ledge in the softw
are 

industry. They’ve had close to one hundred softw
are firm

 purchases in the last several years. 
Their strategy is to m

aintain a w
atch list of the com

panies in the industry and m
aintain contact 

w
ith them

.  
They strive to be the go-to entity w

hen com
panies w

ant to m
ake a m

ove. This approach enables 
them

 to get access to proprietary deals w
hen som

ething is happening. They look for com
panies 

that have recurring revenue of at least 50%
. D

uring the diligence tim
e and even prior to it, they 

have already identified possible add-on acquisitions and efficiencies. In this w
ay they can m

ove 
quickly to m

ake offers and close deals. 
M

s. Katherine D
ow

ling said Fund XI w
ould have $3.4 billion in lim

ited partner com
m

itm
ents 

w
ith the general partner com

m
itm

ent in addition. She review
ed their team

 and the w
ork 

personnel do on strategy.  
The board asked questions and M

s. Katherine D
ow

ling left the room
. 

M
r. Lynch added that softw

are is a big com
ponent of the econom

y today and Cliffw
ater finds this 

sector appealing. Secondly, Cliffw
ater looks for firm

s w
hich have m

ore advantage in getting 
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investm
ent transactions and that can add a lot of value to the com

panies they acquire. H
e added 

that Thom
a Bravo has a very experienced team

 and their perform
ance has been outstanding.  

Treasurer Raim
ondo asked if Cliffw

ater has any other clients going into the fund and if they 
w

ould represent enough of the investor base to push back on the fees.  
M

r. Lynch said they have been trying and they w
ill continue to try. H

e noted that m
any of their 

pension fund clients w
ould still com

m
it to the fund w

ith the firm
’s higher-than-m

arket fee 
because the perform

ance has been so good. 
Treasurer Raim

ondo expressed concern over the lack of a hurdle rate in the fund. 
M

r. Reilly echoed the Treasurer’s concern and also expressed concern over the velocity of capital 
and the fees. 
The board discussed the recom

m
endation. They asked M

r. Lynch to com
m

unicate their concerns 
to the firm

 in hopes of negotiating m
ore attractive term

s. N
o vote w

as taken.  

IV. Private Equity Q
uarterly Review

 
M

r. Lynch presented the calendar year-end private equity review
. H

e noted final num
bers as of 

year-end w
eren’t available for all the partnerships. Last year there w

as a record am
ount of 

distributions. H
igh levels of IPOs, sales of com

panies and dividend recaps led to strong flow
s of 

capital from
 partnerships back to lim

ited partners. In term
s of outlook, Cliffw

ater isn’t currently 
green-lighting any private equity category because valuations are high. Their preference w

ithin 
the buyout category continues to be firm

s that focus on sm
aller transactions and sector-specific 

funds.  
H

e review
ed the portfolio. H

e noted that the portfolio has exceeded the am
ount of capital 

invested and produced very good long-term
 rates of return. H

e review
ed the flow

 of capital for 
calendar year 2013. The portfolio had net gains of $73 m

illion for the year. D
istributions 

exceeded contributions 3 to 1. The return for the year w
as 13.8%

 so perform
ance continues to be 

strong. 
M

r. Lynch review
ed the drivers of perform

ance and noted that there w
ere a lot of positive 

drivers. The few
 disappointm

ents w
ere in venture capital. H

e review
ed top long-term

 
perform

ers and noted that they continue to be som
e of the com

m
itm

ents m
ade in the m

ost 
recent years.  
M

r. Lynch added that the portfolio has good diversification.  
M

r. Costello asked about the num
ber of lim

ited partnerships and M
r. Lynch said they w

ere 
looking to decrease the num

ber of m
anager relationships, not necessarily the num

ber of funds. 
M

r. Costello expressed a preference that the com
m

ittee focus on diversifying vintage years in a 
m

ethodical w
ay and not put as m

uch im
portance on hitting the 7%

 private equity allocation 
quickly. M

r. Lynch agreed and said historically, w
hen distributions exceed contributions, one 

m
ay w

ant to slow
 dow

n com
m

itm
ents.  

The board asked m
ore questions.  

Concerning the hedge fund portfolio, M
r. Lynch inform

ed the SIC that Indus Asia Pacific fund has 
been put on Cliffw

ater’s w
atch list. H

e cited concerns about m
odifications in concentration and 

the roles of the portfolio m
anagers, but noted that the concerns w

ere not yet at a level w
here 

Cliffw
ater w

ould recom
m

end redem
ption. H

e also noted that the fund has not perform
ed as w

ell 
as expected as Asian m

arkets have been particularly challenging. Because of their perform
ance 

Indus has m
ade a m

oderate portfolio strategy change to be m
ore concentrated w

ith their 
positions. In addition, they have sw

itched from
 tw

o co-portfolio m
anagers to one sole m

anager. 
This portfolio m

anager has also relocated from
 H

ong Kong, w
here m

ost of their research is being 
done, to Indus’s San Francisco office. 
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V. 
Legal Counsel Report—

Securities Litigation D
iscussion 

A m
otion w

as m
ade by M

r. Reilly and seconded by M
s. Reback to convene into executive session 

pursuant to Rhode Island General Law
 §42-46-5 (a) (2). A roll call vote w

as taken to enter 
executive session and the follow

ing m
em

bers w
ere present and voted Yea: M

r. J. M
ichael 

Costello, M
r. Thom

as Fay, M
r. Robert Giudici, M

r. Thom
as M

ullaney, M
s. M

arcia Reback, M
r. 

Andrew
 Reilly, and General Treasurer Gina Raim

ondo. 
It w

as then unanim
ously 

VO
TED

: To convene into executive session pursuant to R
hode Island General Law

 §42-46-
5 (a) (2). 
 It w

as reported to the public that three votes w
ere taken during the executive session. 

In the first vote, it w
as unanim

ously voted to join the existing law
suit against The Royal Bank of 

Scotland (RBS) regarding RBS’s rights issuance of April 30, 2008 and to seek all recourse w
ith 

the assistance of Grant &
 Eisenhofer. The second vote taken during executive session w

as a 
unanim

ous roll call vote to seal the m
inutes of the executive session of M

arch 26, 2014 and a 
third to exit the executive session. 

VI. CIO
 Report 

M
s. Fink review

ed the perform
ance for the m

onth of February. The portfolio w
as up 2.9%

 w
hich 

puts it at 11%
 fiscal-year-to-date. Risk and return continue to be better than the bottom

-up 
benchm

ark and the basic 60/40 plan so the asset allocation is w
orking.  She review

ed the overall 
investm

ent environm
ent for the m

onth. The equity hedge fund portfolio benefited from
 

increasing focus on fundam
entals and dispersion am

ong stocks. The strong environm
ent also 

helped the private equity funds. The absolute return hedge funds w
ere up about 1%

, w
hich is 

slightly less than the benchm
ark due to their low

er equity sensitivity and the strong equity 
m

arkets. Real estate and GILBs w
ere in line w

ith their benchm
arks and w

ere solid perform
ers.  

M
s. Fink noted that the bank loan portfolio w

as a bit disappointing in February, particularly 
PIM

CO w
hich staff w

ill continue to m
onitor.  

M
s. Fink gave a brief update on the CollegeBoundfund. She said the options approved by the 

com
m

ittee have gone into effect and are now
 available to participants. She added that the RFP 

for a consultant has been expanded to include additional elem
ents.  

M
s. Fink gave an update on the Third Point redem

ption and said it w
ill be effective as of 

M
arch 31

st. 

VII. Treasurer Report 
Treasurer Raim

ondo gave a brief update on a recent m
eeting w

ith AllianceBernstein regarding 
the CollegeBoundfund.  
She thanked the board and com

m
ended them

 on their continued w
ork. 

There being no other business to com
e before the Board, on a m

otion by M
s. Reback and 

seconded by M
r. Fay the m

eeting adjourned at 10:56 a.m
. 

 
 

 
 

 
 

Respectfully subm
itted,                                                                                                 

 
 

 
 

 
 

 
 

 
 

 
 

 
Gina M
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State Investm
ent Com

m
ission 

M
onthly M

eeting M
inutes  

W
ednesday, April 23, 2014 

9:00 a.m
. 

R
oom

 205, State H
ouse 

 
The M

onthly M
eeting of the State Investm

ent Com
m

ission (SIC) w
as called to order 

at 9:07 a.m
., W

ednesday, April 23, 2014 in Room
 205, State H

ouse. 
 

I. 
R

oll Call of M
em

bers 
The follow

ing m
em

bers w
ere present: M

r. J. M
ichael Costello, M

r. Thom
as Fay, 

M
r. Robert Giudici, M

s. Paula M
cN

am
ara, M

r. Thom
as M

ullaney, M
s. M

arcia Reback, M
r. Frank 

Karpinski, and General Treasurer Gina Raim
ondo.  

Also in attendance: M
r. Joe Grogan, M

r. N
at Evarts and M

r. Charles Cullinane of State Street 
Global Advisors; M

r. Thom
as Lynch of Cliffw

ater, alternative investm
ent consultant to the 

Com
m

ission; M
s. Jessica Brennan and M

s. Janine Feng of The Carlyle Group; 
M

r. John Burns, M
r. Allan Em

kin and M
r. D

avid Glickm
an of Pension Consulting Alliance (PCA), 

general consultant; M
s. Susan Leach D

eBlasio of Adler Pollock &
 Sheehan P.C., legal counsel; 

M
s. Faith LaSalle, Esq., Chairperson of the Rhode Island H

igher Education Assistance Authority 
(RIH

EAA) Board of D
irectors; M

s. Anne-M
arie Fink, chief investm

ent officer, and m
em

bers of the 
Treasurer’s staff. Treasurer Raim

ondo called the m
eeting to order at 9:07 a.m

.  
M

r. Andrew
 Reilly w

as absent.  
 

II. Approval of M
inutes 

 On a m
otion by M

r. Giudici and seconded by M
r. Fay, it w

as unanim
ously 

VO
TED

:  to approve the draft of the m
inutes of the M

arch 26, 2014 m
eeting of the State 

Investm
ent Com

m
ission.   

 A m
otion w

as then m
ade by M

r. M
ullaney and seconded by M

r. Costello, and it w
as unanim

ously 
VO

TED
: to approve the draft of the m

inutes of the M
arch 26, 2014 executive session of the 

State Investm
ent Com

m
ission. 

III. Equity Indexes and Trading 
M

r. G
rogan gave a brief overview

 of the relationship betw
een ER

SR
I and SSG

A
. C

urrently, SSG
A

 
m

anages slightly m
ore than $4 billion on behalf of ER

SR
I. B

y placing these assets in passive 
portfolios w

ith SSG
A

, the plan has gained exposure to certain asset classes w
hile dram

atically 
reducing the cost in the form

 of m
anagem

ent fees and transaction cost. H
e added that SSG

A
 em

ploys 
rigorous governance standards, and offers com

plete investm
ent transparency and risk m

anagem
ent.  

M
r. Evarts review

ed w
hat SSG

A
 is doing to m

inim
ize trading costs. H

e noted that, by m
arket 

estim
ates, roughly 80%

 of high-frequency or algorithm
ic trading is valid, legitim

ate and authorized 
m

arket-m
aking. The rest is related to statistical arbitrage, latency arbitrage and the m

ore edgy parts of 
high-frequency trading, w

hich are the sm
allest am

ounts.  
H

e quoted a Transaction C
ost A

nalysis (TC
A

) report that stated trading cost for institutions w
ere 

roughly 0.23%
 in 2002 and are now

 estim
ated to be roughly 0.11%

 for 2013.  
M

r. Evarts explained the structural com
ponent to high-frequency trading as it exists today. In 2005, the 

SEC
 passed R

egulation N
M

S. The regulation w
as im

plem
ented to increase com

petition betw
een 
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trading venues. This rule m
ade com

peting on price param
ount, w

hich in turn m
ade speed vital for 

m
arkets to rem

ain robust and w
ork correctly.  

M
r. Evarts noted that he sits on a com

m
ittee along w

ith other top industry participants to discuss topics 
such as im

provem
ents to the trading architecture. This com

m
ittee focuses on keeping transparency, 

fairness, good governance,  m
arket stability and overall liquidity.  

H
e described how

 SSG
A

 seeks to low
er costs on its ow

n trading. SSG
A

 has an internal cross process 
to m

atch orders w
ithin the firm

, w
hich low

ers cost and reduces overall m
arket im

pact, since these cross 
transactions never m

ake it to the m
arket. There are no com

m
issions on those trades. Even w

hen it goes 
out to the m

arket, SSG
A

’s com
m

ission rates, in general, are low
. A

s com
petition has grow

n and 
technology advanced, com

m
issions have declined and that has benefited investors.  

M
r. Evarts gave som

e background of the SSG
A

 trading desks. N
o m

atter w
here a client executes 

globally, SSG
A

 has a dedicated trader for the passive index funds. That trader is fully responsible for 
m

anaging and m
onitoring transaction costs versus the benchm

ark. In deciding w
here to trade, SSG

A
 

looks at all liquidity pools based on value of liquidity and the prices at w
hich they provide it.  

H
e said high-frequency trading is one and the sam

e w
ith algorithm

ic trading. SSG
A

 uses lots of 
different tools to m

anage execution im
pact cost, exposure and risk.  A

bout 70%
-75%

 of order flow
 is 

executed by the traders them
selves through electronic m

eans, so they can m
anage im

pact cost vs 
benchm

ark, opportunity cost and total cost. K
eeping the order (as opposed to giving it to a broker) 

gives SSG
A

’s traders anonym
ity and flexibility to best w

ork w
ithin the confines of the m

arketplace. 
A

ny orders that are entered on any of SSG
A

’s equity desks have benchm
arks associated w

ith them
. 

Those benchm
arks relate to w

hat they are trading against. The Transaction C
ost A

nalysis (TC
A

) group 
at SSG

A
 has over 17 m

illion records of equity transactions in their database. They have been doing 
Transaction C

ost A
nalysis since 2001. 

M
r. Evarts review

ed the w
ays SSG

A
 m

aintains consistent standards am
ong the tools they utilize as 

w
ell as their providers. H

e noted that SSG
A

 also em
ploys a third party TC

A
 vendor to verify their 

findings and to ensure their internal TC
A

 offering is consistent w
ith m

arket practices. H
e feels the 

rules put in place best protect their clients from
 adverse selection and predatory tactics that m

ay exist.  
The board asked questions. 
 

IV. Private Equity Recom
m

endation—
Carlyle Asia Partners IV 

M
s. Fink said she and C

liffw
ater had looked for investm

ents w
here it m

ight be easier to generate return 
in light of m

anagers saying traditional buyout m
arkets being frothy. In doing so, they cam

e up w
ith 

A
sia. In A

sia (excluding Japan), public com
panies trade at 12 tim

es earnings w
hereas in the U

.S. it’s 
17 tim

es. They believe if com
panies are less expensive in the public m

arket, it’s probably a great entry 
opportunity for private equity buyers.  
M

s. B
rennan gave a brief introduction of the C

arlyle G
roup. C

arlyle G
roup w

as one of the first private 
equity funds to open offices in A

sia. They have 700 investm
ent professionals globally w

ith about 20%
 

in A
sia, w

here they have been successfully investing in A
sia since 1998. They have ten industry 

groups they rely on globally.  
M

s. Feng gave a brief overview
 of the C

arlyle A
sia track record. She noted that they are one of the 

oldest private equity funds in A
sia. So far, they have invested $6.7 billion in 32 com

panies across the 
region. They have also distributed $11.2 billion to investors, the highest am

ount am
ong their peers. 

The net return on capital is about 2 tim
es or a net IR

R
 of over 20%

. She noted that one of the reasons 
for their track record is their stable and experienced team

.  
M

s. Feng review
ed their distributions and pace of investm

ent. In A
sia, the exits are not as predictable 

but C
arlyle G

roup has dem
onstrated that they can effect exits over tim

e and over cycles, prim
arily 

through strategic sales.  
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M
s. Feng review

ed the senior leadership of the fund and how
 they have expanded their deal team

 as 
they’ve grow

n. They have also brought in operating directors that have m
ore than 20 years of 

experience in m
anaging businesses and corporations in different industries. These operating directors 

help w
ith diligence as w

ell as operations after investm
ent. 

She then review
ed the m

arkets and industries they cover. They cover m
ost of the A

sian geography 
except Japan. The regions they cover are considered high-grow

th regions. She noted that they w
ill be 

increasing their healthcare exposure in the next fund.  
M

s. Feng gave an overview
 of their strategy by region. C

hina has about 40%
 of their investm

ents and 
they see that continuing. C

hina has about half of the G
D

P of the regions they cover. In the next fund 
they expect to see m

ore Southeast A
sia exposure. Part of their business m

odel com
es from

 industry 
expertise. They are very active in portfolio com

panies, not just through board representation but also 
through m

anagem
ent rights. They have appointed m

ore than 40 senior executives am
ong their portfolio 

com
panies. Through operations, directors and global partners they create value and w

ork together w
ith 

the com
pany ow

ners as w
ell as shareholders. A

nd they eventually exit through a strategic buyer or 
IPO

. Their active involvem
ent is the m

ain driver of their value, so their strategy is not solely dependent 
on the capital m

arkets. 
For fund IV

 they are targeting $3.5 billion and expect the final closing at the end of M
ay. The hurdle 

rate for incentive fee is 8%
 w

ith m
anagem

ent fee of 1.5%
 on com

m
itted capital during the investm

ent 
period and 1%

 on invested capital thereafter. It is a five year investm
ent period on a 10 year fund. 

C
arlyle has at least $250 m

illion of their ow
n capital com

m
itted.  

The board asked questions.  
O

n a m
otion by M

r. C
ostello seconded by M

s. R
eback, it w

as unanim
ously 

V
O

T
E

D
: to approve the $30 m

illion investm
ent in C

arlyle A
sia Fund IV

. 
 

V. 
H

edge Fund Reallocation 
M

s. Fink said that the reallocation of these funds is part of the continuing effort to reduce the beta in 
the portfolio.  
M

r. Lynch noted that the reallocation w
ill help reach the target rate for the equity hedge fund portfolio, 

upgrade the m
anager lineup, and reduce the beta in the portfolio.  

H
e gave a brief update on perform

ance as of M
arch 31, 2014. The return for the equity hedge fund 

portfolio has been 10.27%
 annualized w

ith a risk of 4.05%
. The return for the real return portfolio has 

been 5.58%
 w

ith a risk of 2.37%
. The com

bined portfolio has had a return of 8.13%
 w

ith a risk of 
3.06%

. O
verall, the portfolio has a good rate of return for the low

 risk taken. The hedge funds have 
also outperform

ed their relative benchm
arks. The overall com

bined hedge fund portfolio has beaten the 
H

FR
I Fund of Funds index by over 3%

 w
ith low

er risk. The global equity hedge fund portfolio has 
beaten the H

FR
I Equity H

edge index by over 2%
 and w

ith a third less risk. The real return portfolio 
has outshined T-bills and the B

arclays A
ggregate. O

verall in the portfolio, the m
ajority of return is 

com
ing from

 alpha and it has a low
er beta exposure relative to the benchm

ark.  
M

r. Lynch stated that C
liffw

ater had tw
o recom

m
endations. The first one w

as the addition of Luxor 
C

apital Partners.  H
e gave som

e background on the firm
. Luxor C

apital Partners currently m
anages 

one fund w
hich has $5.7 billion in assets. The strategy is event-driven w

ith a focus in m
iddle-m

arket 
com

panies. Luxor invests across the capital structure of com
panies. H

e review
ed the fund’s 

perform
ance. Since inception, the fund has generated a 17.5%

 return w
ith a volatility of 12.2%

. It 
ranks in the top 13%

 of all event-driven m
anagers in the universe. H

e added that Luxor has tw
o share 

classes. O
ne offers higher liquidity w

ith a higher fee structure. The other is low
er liquidity (2 year 

lockup) w
ith a low

er-fee structure (1.5%
 m

anagem
ent and 17.5%

 incentive fees). 
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M
r. Lynch said C

liffw
ater also recom

m
ends redem

ption from
 Indus A

sia Pacific Fund due to 
underperform

ance and changes in the roles of the fund’s m
anagers. H

e said that ER
SR

I has an 
opportunity to invest in a fund w

ith a sim
ilar, som

ew
hat broader strategy. C

liffw
ater recom

m
ends 

Em
erging Sovereign G

roup (ESG
) C

ross B
order Fund as a replacem

ent for Indus A
sia Pacific Fund. 

This fund invests in em
erging m

arket countries on a global basis, not just A
sia. M

r. Lynch gave a brief 
review

 of the firm
. Since inception, the fund has produced an annualized rate of return of 11.76%

 w
ith 

a standard deviation of 8.98%
.  R

elative to the peer group, the fund ranks in the top decile. 
M

anagem
ent fees are 1.5%

 and a perform
ance fee of 20%

 w
ith a high w

ater m
ark, m

eaning if they 
produce losses they m

ust m
ake up for losses before they can get a perform

ance fee. They provide 
quarterly liquidity w

ith 60-day notice. 
The board discussed the recom

m
endations. 

 O
n a M

otion by M
r. Fay and seconded by M

r. M
ullaney, it w

as unanim
ously 

V
O

T
E

D
: to redeem

 from
 the Indus A

sia Pacific Fund.  
 A

 m
otion w

as then m
ade by M

s. M
cN

am
ara and seconded by M

r. M
ullaney, and it w

as unanim
ously 

V
O

T
E

D
: to approve a $50 m

illion investm
ent into L

uxor C
apital Partners. 

 A
 m

otion w
as then m

ade by M
r. C

ostello and seconded by M
s. M

cN
am

ara, and it w
as unanim

ously 
V

O
T

E
D

: to approve a $50 m
illion investm

ent into E
SG

 C
ross B

order E
quity Fund. 

VI. Real Estate Review
—

Q
uarterly Review

 
M

r. G
lickm

an gave an introduction to his review
 of the state of the real estate m

arket. The portfolio’s 
target allocation is 8%

 and the actual allocation is currently at about 5%
 including com

m
itm

ents not 
yet draw

n. The target is to m
ake the com

m
itm

ents of about $220 m
illion over the next tw

o years in 
order to reach the 8%

. H
e noted that PC

A
 suggests com

m
itting to few

er m
anagers w

ith larger 
investm

ents.  
In term

s of the overall com
m

ercial real estate m
arkets, there is reasonable equilibrium

 betw
een supply 

and dem
and for space. In office, PC

A
 is less apprehensive than they have been. They still think that 

there needs to be m
ore recovery in the overall econom

y to convince decision m
akers to take m

ore 
space. In the apartm

ent sector there seem
s to be a quicker response to the dem

and for apartm
ents and 

the creation of new
 supply. O

f the four m
ain real estate types, apartm

ents have had the best overall 
com

bined perform
ance betw

een incom
e and appreciation.  A

s a result, PC
A

 is m
ore encouraged to go 

into non-core investm
ents such as value-add or opportunistic. They are m

ore open to m
ore aggressive 

real estate and w
ill suggest the board consider it in the 3rd and 4th quarter and the 1st quarter of next 

year.   
H

e added that norm
ally if interest rates go up, property values w

ill go dow
n. That didn’t happen w

hen 
rates w

ent up last year. They believe that is because there w
as still high dem

and, so prices didn’t m
ove. 

C
urrently, PC

A
 expects that as interest rates m

ove up over tim
e, cap rates w

ill probably m
ove up as 

w
ell m

aking properties w
orth slightly less. H

ow
ever, the fact that the econom

y is recovering and rents 
rising should help offset that reaction.  
M

r. G
lickm

an said that volum
e of new

 purchases continues to go up. N
et absorptions of new

 space 
being taken up is pretty m

uch in equilibrium
 w

ith how
 m

uch new
 space is being created. There is still 

enough vacant space to accom
m

odate people that w
ant space.  

O
verall, PC

A
 is pleased w

ith the w
ay the portfolio perform

ed. The portfolio did not m
eet the 

benchm
ark last year; how

ever, they think that the portfolio is m
oving tow

ards it.  
The board asked questions. 
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VII. Legal Counsel Report 
There w

as no legal counsel report. 

VIII. CIO
 Report 

M
s. Fink gave a review

 of the perform
ance for the m

onth of M
arch. A

fter a w
eak January and a strong 

February, M
arch w

as largely a calm
er m

onth. The portfolio rose 0.25%
 w

hich puts it at a 11.3%
 return 

for the fiscal year-to-date. For the m
onth, the portfolio slightly lagged the bottom

-up benchm
ark and 

beat the 60/40. The portfolio’s risk w
as 7.5%

, w
hich is better than both benchm

arks. She added that 
the risk-rew

ard balance and the asset allocation in the portfolio are w
orking.  

M
s. Fink said the best perform

ers in M
arch w

ere em
erging m

arket equities and private equity. The 
w

eaker perform
ers in the m

onth w
ere som

e of the hedge funds and the traditional fixed incom
e. O

ther 
asset classes that w

ere dow
n w

ere those tied to interest rates like core fixed incom
e and the inflation-

link bonds. B
onds w

ere dow
n betw

een 0.2%
 and 0.3%

. She said the good new
s is that floating rate 

bonds w
ere not affected, so the floating rate credit investm

ents w
ere up 0.3%

 on the m
onth. 

She said that looking forw
ard, efforts w

ill continue to be to reduce hedge fund beta and to rebalance 
equity overw

eights. Those m
oves have helped perform

ance and have reduced the portfolio’s sensitivity 
to equity m

arket m
oves. A

fter last year’s strong up m
ove and w

ith earnings m
ultiples above long-term

 
averages she expects m

ore tem
perate returns from

 the overall m
arket. Therefore, the goal w

ill continue 
to be to keep reducing the portfolio beta and diversify the asset allocation. 

IX. Treasurer Report 
Treasurer Raim

ondo thanked the board and com
m

ended them
 on their continued w

ork. 
There being no other business to com

e before the Board, on a m
otion by M

r. M
ullaney and 

seconded by M
s. Reback, the m

eeting adjourned at 11:01 a.m
. 

 
 

 
 

 
 

 
Respectfully subm

itted,                                                                                                 

 
 

 
 

 
 

 
 

 
 

 
 

 
Gina M

. R
aim

ondo  
 

 
 

 
 

 
 

 
 

 
General Treasurer 
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State Investm
ent Com

m
ission 

M
onthly M

eeting M
inutes  

W
ednesday, M

ay 28, 2014 
9:00 a.m

. 
R

oom
 205, State H

ouse 
 

The M
onthly M

eeting of the State Investm
ent Com

m
ission (SIC) w

as called to order 
at 9:03 a.m

., W
ednesday, M

ay 28, 2014 in Room
 205, State H

ouse. 
 

I. 
R

oll Call of M
em

bers 
The follow

ing m
em

bers w
ere present: M

r. Thom
as Fay, M

r. Robert Giudici, M
s. Paula M

cN
am

ara, 
M

r. Thom
as M

ullaney, M
s. M

arcia Reback, M
r. Andrew

 Reilly, M
r. Frank Karpinski, and General 

Treasurer Gina Raim
ondo.  

Also in attendance: M
r. Larry Brow

n of TIAA-CREF, defined contribution plan adm
inistrator; 

M
s. Ellen Savary of Fidelity Investm

ents, 457 plan provider; M
r. Thom

as Lynch and M
r. Steve 

N
esbitt of Cliffw

ater, alternative investm
ent consultant to the Com

m
ission; M

r. John Burns and 
M

r. D
avid Glickm

an of Pension Consulting Alliance (PCA), general consultant; 
M

r. W
ard Fitzgerald of Exeter Property Group; M

r. M
atthew

 N
ovak and M

r. Aaron Snegg of 
Industry Capital; M

r. Joe Grogan and M
s. Rakhi Kum

ar of State Street Global Advisors (SSGA); 
M

s. Sally D
ow

ling of Adler Pollock &
 Sheehan P.C., legal counsel; M

r. M
ark Sullivan of 

Bank N
ew

 York M
ellon, custodian bank to the fund; M

s. Faith LaSalle, Esq., Chairperson of the 
Rhode Island H

igher Education Assistance Authority (RIH
EAA) Board of D

irectors; M
s. Anne-

M
arie Fink, chief investm

ent officer, and m
em

bers of the Treasurer’s staff.  
Treasurer Raim

ondo called the m
eeting to order at 9:03 a.m

.  
M

r. J. M
ichael Costello w

as absent. M
s. M

cN
am

ara left at 11:23 a.m
. 

 

II. Approval of M
inutes 

 On a m
otion by M

r. Giudici and seconded by M
r. Fay, it w

as unanim
ously 

VO
TED

:  to approve the draft of the m
inutes of the April 23, 2014 m

eeting of the State 
Investm

ent Com
m

ission.   
 

III. D
efined Contribution Plan—

Q
uarterly U

pdate 
M

r. B
row

n review
ed the plan and said it holds nearly $244 m

illion at the end of A
pril. 92%

 of the 
plan’s assets are in the V

anguard target-date funds.  H
e m

entioned that consultations w
ith participants 

for 2014are on pace to eclipse the num
ber of sessions held last year.  

H
e w

ent on to review
 the returns of the investm

ent lineup. A
s of M

arch 31, the returns w
ere all in line 

w
ith their respective benchm

arks. H
e review

ed the rankings of the underlying funds versus the relevant 
peer groups. 
M

r. B
row

n began an in-depth analysis on the target-date fund universe tow
ards the end of the 

presentation. H
e noted the V

anguard funds rankings are very com
petitive w

ith their peer groups. H
e 

com
pared V

anguard to the rest of the target-date m
arket, specifically com

paring the assets used and 
progression of the allocations.  H

e added that V
anguard has five underlying m

utual funds w
here som

e 
others in the m

arket have 20+. V
anguard funds’ risk and return profiles are top tier.  
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M
r. B

row
n noted that the SEC

 currently has a proposal to m
andate that m

arketing m
aterials forglide-

path funds show
 not only asset allocation but also som

e m
easure of risk. This m

andate has not been 
approved yet; it’s still out for public com

m
ent.  

H
e com

pared the equity exposure of the V
anguard funds and the other funds in the m

arket.  H
e noted 

that V
anguard doesn’t have the m

ost equity exposure or the least; it’s right in the m
iddle. H

e added 
that the V

anguard funds are getting sim
ilar returns w

ith standard deviations that are line w
ith the rest 

of the glide-path universe. 
 

IV. Fidelity 457 Share Class Recom
m

endations 
M

s. Fink said that funds w
ithin the 457 plan w

ith Fidelity have reached size thresholds such that they 
can be sw

itched into cheaper institutional share classes.  
M

s. Savary explained that Fidelity is proposing to sw
itch into low

er-fee share classes for five different 
funds w

ithin the line-up.  She review
ed each of the five current share classes and the share class 

Fidelity recom
m

ends sw
itching into.  

The recom
m

endations are as follow
: sw

itching Fidelity C
ontra Fund to the Fidelity C

ontra Fund C
lass 

K
, Fidelity Low

 Price Stock Fund to the Fidelity Low
 Price Stock Fund C

lass K
, The H

arbor 
International Fund Investor C

lass to The H
arbor International Fund Institutional C

lass, the Invesco 
D

iversified D
ividend Fund Investor C

lass to the Invesco D
iversified D

ividend Fund R
5 C

lass, the 
PIM

C
O

 Total R
eturn Fund A

dm
inistrative to the PIM

C
O

 Total R
eturn C

lass Institutional Fund.  
The m

ove w
ould low

er fees by about 0.10%
 annually and these five funds m

ake up about 45%
 of the 

plan assets. It’s about a $50,000 reduction overall.  
 O

n a m
otion by M

s. R
eback and seconded by M

r. R
eilly, it w

as unanim
ously 

V
O

T
E

D
: to sw

itch to the new
 low

er-fee share classes. 
 

V. 
CollegeBoundfund Extension Recom

m
endation 

M
s. Fink noted that the contract w

ith A
lliance B

ernstein, record keeper and adm
inistrator of 

C
ollegeB

oundfund, is up at the end of June 2015. If the board does not intend to renew
 the contract for 

five additional years, A
lliance B

ernstein m
ust be notified by end of June 2014.  

She added that during this adm
inistration, a lot of changes have been m

ade to the plan and its 
offerings. A

lthough m
any of these changes w

ere voted on by the SIC
 in O

ctober, they w
ere not 

im
plem

ented until the end of M
arch due to tim

e required to m
ake changes to prospectuses and other 

legal docum
ents. The changes are just starting to take hold am

ong investors.  
A

dditionally, an R
FP w

as just issued to hire an advisor to oversee the program
’s investm

ent line-up. 
G

iven the new
ness and innovativeness of the investm

ent changes and the tim
e required to evaluate and 

hire a consultant to advise on the program
’s investm

ent options, she believes som
e additional tim

e on 
the contract w

ould be a beneficial. She proposed a one-year extension on the contract to allow
 the new

 
investm

ent options to really take hold and to m
ake sure the program

 is getting the best results for the 
State. She noted that R

IH
EA

A
 also has to m

ake a decision on the contract extension and they have 
voted to approve it. 
The board discussed the recom

m
endation. 

 O
n a m

otion by M
r. M

ullaney and seconded by M
s. R

eback, it w
as unanim

ously 
V

O
T

E
D

: to approve a one-year extension of the contract w
ith A

lliance B
ernstein.  
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VI. Alternatives Consultant Review
 

M
r. N

esbitt gave an overview
 of C

liffw
ater. H

e started by review
ing the organization. C

liffw
ater has 

36 clients, of w
hich 31 receive advice on hedge funds. O

ver its ten-year history, C
liffw

ater has 
established them

selves as a leader in alternatives. H
e review

ed som
e of the firm

’s clients. The 
coverage spans hedge funds, private equity, real assets and real estate. 
N

ext, he review
ed their organizational structure. H

e described the investm
ent process and how

 the 
team

 conducts operations due diligence.  H
e said each functional group w

ill vote on funds w
hen their 

due diligence has been done. If they approve it, a fund w
ill then go on to C

liffw
ater’s investm

ent 
com

m
ittee com

prised of senior personnel w
ho hold a final vote on w

hether C
liffw

ater can recom
m

end 
a fund.  
Som

e of the firm
’s defining characteristics are their uniform

 process and collective decision-m
aking. 

The team
 prides them

selves on 100%
 transparency. Everything they see is available to clients subject 

to non-disclosure agreem
ents. They consider them

selves a client-driven organization.  
M

r. Lynch briefly noted that they do yearly due diligence on funds and m
onthly m

onitoring m
eetings 

w
ith the m

anagers. C
lients are given regular risk reports along w

ith the perform
ance reports for the 

m
anagers in their portfolios. 

N
ext, M

r. Lynch review
ed the services provided by the private equity group. The recom

m
endation 

process is sim
ilar to that of the hedge funds. In addition, the team

 has a quarterly m
onitoring process.   

M
r. N

esbitt gave an overview
 of the activity in the hedge fund portfolio. H

edge fund results are in line 
w

ith expectations. R
eturn w

as 7.56%
 at a risk level of 3.12%

. Since inception the hedge fund portfolio 
has outperform

ed the H
FR

I fund of funds index by about 3%
 per year net of fees w

ith a low
er level of 

risk. From
 an allocation point of view

, they view
 hedge funds as a substitute for fixed incom

e w
ith a 

com
parable level of risk but higher level of return. They view

 private equity as delivering som
ething 

akin to the risk of public equities but higher level of return.   
M

r. Lynch review
ed the progress in the private equity portfolio. The goal is to achieve long-term

 
returns equal to public equity returns plus 3%

. To m
aintain the strategic allocation of 8%

, new
 

com
m

itm
ents m

ust be m
ade continually because private equity firm

s return capital and don’t 
autom

atically reinvest it. H
e review

ed the activity of the private equity portfolio over the past three 
years. The portfolio has had approxim

ately $300 m
illion in com

m
itm

ents w
ith 14 partnerships. In 

term
s of structuring, C

liffw
ater w

ould like to m
ove som

e of the allocation into m
ore attractive areas 

and diversify portfolio. They w
ould like to lim

it the allocation to m
ore com

petitive areas.  
H

e review
ed the perform

ance of the private equity portfolio since C
liffw

ater cam
e on as the consultant. 

H
e cautioned that it is too early to talk about perform

ance because the average fund C
liffw

ater 
recom

m
ended has been in the portfolio about 1.3 years. C

um
ulatively, the portfolio has produced a 

return of 10.7%
 since inception. O

verall, the portfolio has an internal rate of return of approxim
ately 

14%
 since inception. H

e added that the private equity portfolio continues to outperform
 equities.  

The board asked questions. 
C

liffw
ater left the room

. 
M

s. Fink said as the third anniversary w
ith C

liffw
ater approaches, it w

ould is a good tim
e to review

 the 
existing partnership and w

hether to continue it. She noted that the current contract does not have an 
expiration date; in the event that the board w

anted to end the contract, it w
ould only require 30 days’ 

notice to C
liffw

ater. She m
entioned that the M

assachusetts Pension R
eserves Investm

ent M
anagem

ent 
B

oard recently ended its hedge-fund advisory relationship w
ith C

liffw
ater, hiring a different firm

 w
ith 

expertise in running separately m
anaged accounts. G

iven the com
plex im

plem
entation and staffing 

requirem
ents for separate accounts, she suggested further research and observation before exploring 

separate accounts. Then she explained her review
 process of the consultant landscape. She surveyed 

the universe and did further research on tw
o other consultants, w

ho stood out as particularly w
ell 

regarded. She review
ed how

 these firm
s com

pared to C
liffw

ater.  She concluded that, w
hile the other 
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consultants had som
e relative advantages and disadvantages, these differences w

ere not significant 
enough to w

arrant a change to a m
ore expensive consultant, w

hich both of these w
ould be. B

ased on a 
com

bination of the fees, the continuity of approach, and the strong w
ork from

 C
liffw

ater, she 
recom

m
ended the SIC

 continue its contract engagem
ent w

ith C
liffw

ater. She stated that staff w
ould 

continue to m
onitor the landscape and look for best practices. She also noted that there are still several 

things C
liffw

ater is w
orking on im

proving in regards to reporting.  

V
II. Real Estate Recom

m
endations—

Exeter Industrial Value Fund III L.P. 
and IC Berkeley Partners III L.P. 

M
r. G

lickm
an said his goal continues to be to reach the target real estate allocation. The com

m
itm

ents 
m

ade during the last tw
elve m

onths are beginning to be draw
n dow

n and invested.  PC
A

 expects m
ore 

com
m

itm
ents to be m

ade through the rem
ainder of the year and into the next calendar year in order to 

reach the target am
ount and m

aintain vintage year diversity. 
M

r. G
lickm

an gave a brief review
 of the real estate m

arket. H
e said the asset values and the leasing 

m
arkets continue to firm

 up, particularly in industrial w
hich has lagged other real estate types in the 

recovery. PC
A

 believes this is an appropriate tim
e to be looking at industrial real estate. 

 M
r. Fitzgerald introduced the Exeter Industrial V

alue Fund III. H
e gave a review

 of the firm
 and its 

organizational structure.  The principals have m
ore than 25 years of professional experience and about 

10 years investing in the value-add sector. Exeter has em
ployees involved w

ith construction and 
developm

ent, leasing space and property m
anagem

ent, in addition to their investm
ent professionals. 

This fund w
ill be Exeter’s third value-add fund. H

e review
ed their track record and clients.  

N
ext he review

ed the strategy. Exeter has nine, fully staffed regional offices across the country. They 
rely on local deal-sourcing and have relationships w

ith national banks and regional banks. They m
ake 

sure the portfolios are w
ell-diversified by geography. They add value by im

proving the physical plants 
of their buildings and through their strong relationships w

ith heads of real estate and logistics at m
ajor 

retailers, consum
er products com

panies and others w
ho lease w

arehouses. 
M

r. Fitzgerald briefly review
ed perform

ance of their previous funds. H
e gave an overview

 of recently 
acquired assets. H

e believes the industrial sector should outperform
 other real estate sectors. H

e added 
that Exeter has the experience and track record of executing as investm

ent m
anagers and as operators. 

The fact that they do their ow
n operating elim

inates additional operating expenses.  
The board asked questions.  
M

r. Fitzpatrick left the room
. 

M
r. G

lickm
an noted that the firm

 is grow
ing so PC

A
 believes there is som

e expansion risk. A
s they 

sell their existing assets that w
ill m

itigate that risk. In the m
eantim

e, there w
ill be a bit of stress on the 

organization. PC
A

 recom
m

ends an investm
ent of up to $30 m

illion.  
M

s. Fink added that large industrial is an interesting space tied m
ore to the consum

er econom
y than 

m
anufacturing. She believes Exeter’s value-add approach is a reasonably risk-controlled w

ay to 
generate attractive returns.  She recom

m
ended a $30 m

illion investm
ent. 

 O
n a m

otion by M
r. M

ullaney and seconded by M
r. Fay, it w

as unanim
ously  

V
O

T
E

D
: to approve a $30 m

illion investm
ent in E

xeter Industrial V
alue Fund III, L

.P. 
 M

r. G
lickm

an introduced IC
 B

erkeley Partners as an up-and-com
ing firm

. Their approach to investing 
in the industrial space is specialized at the local level. They are ow

ner-operators and not allocators. 
B

erkeley Partners’ properties are sm
aller and PC

A
 believes the fund provides m

ore diversification 
w

ithin the industrial w
arehouse space.  
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M
r. Snegg review

ed the firm
. The team

 specializes in value-add industrial for sm
aller businesses. It’s 

consistently outperform
ed the broader industrial m

arket over the past 20 years in term
s of occupancy 

and rental rates.  They have a diversified tenant m
ix w

ith m
ore than 700 tenants across m

any 
industries.  
H

e explained their strategy. They acquire sm
aller, m

ulti-tenant w
arehouses to not com

pete w
ith larger 

operators and allocators. They do all their ow
n leasing, construction and facilities m

anagem
ent. They 

add value to the properties w
ithout having to depend on third parties. H

istorically the return across 
their funds has been 14.7%

.  
M

r. N
ovack review

ed the m
arkets they focus on, m

ostly areas w
ith population and econom

ic grow
th. 

G
oing forw

ard they expect to enter tw
o to three new

 m
arkets across the country as the recovery is 

taking hold. H
e review

ed som
e of the acquisitions m

ade in the fund so far. 
M

r. Snegg said the fund w
ill be $100 m

illion w
ith a $120 m

illion hard cap. They currently have $74 
m

illion of com
m

itm
ents. A

ny new
 investors com

e in as if they cam
e in on the first close. It’s a nice 

aspect as there has already been som
e substantial appreciation in portfolio. 

The board asked questions. 
M

r. Snegg and M
r. N

ovak left the room
.  

M
r. G

lickm
an said this this investm

ent w
ould be com

plim
entary to the Exeter investm

ent. The risks 
w

ith this investm
ent are that the State m

ay be their largest investor. PC
A

 believes that they do have 
enough of an institutional-quality back office to service their custom

ers. H
e noted that he is 

com
fortable that at this point in the cycle there is going to be m

ore take-up of space and this is a w
ay to 

take advantage of that. 
M

r. G
lickm

an added that the recom
m

endation from
 PC

A
 is to invest up to $20 m

illion but not to be 
m

ore than 20%
 of the fund.  

M
s. Fink suggested a $15 m

illion dollar investm
ent if they raise $100 m

illion. If they raise over $100 
m

illion, she w
ould recom

m
end a $20 m

illion investm
ent.  

M
r. Fay expressed concern over an investm

ent being 20%
 of the fund. H

e suggested the board target a 
15%

 m
axim

um
 instead. 

 O
n a m

otion by M
r. Fay and seconded by M

r. R
eilly, it w

as unanim
ously 

V
O

T
E

D
: to approve an investm

ent in IC
 B

erkeley Partners III fund w
ith an investm

ent am
ount 

lim
ited to a m

axim
um

 of 15%
 of the fund. 

 

VIII. State Street Global Advisors Presentation—
Corporate Governance 

M
s. Fink rem

inded the board that the investm
ent policy requires the board to get value from

 corporate 
governance and proxy votes. The biggest place w

here the State has “vote assets” is in the equity index 
funds. She noted that SSG

A
 has taken a m

ore proactive role in corporate governance as of late.  
M

s. K
um

ar said SSG
A

 provides the stew
ardship required to m

ake sure clients are covered in term
s of 

environm
ental, social, and governance engagem

ent w
ith com

panies. SSG
A

 pools all their holdings and 
vote all proxies in the sam

e w
ay. This approach increases the am

ount of w
eight the firm

 carries. SSG
A

 
has their ow

n voting policies aligned by six geographic regions that have policies suited to the local 
custom

s. They have m
inim

um
 standards w

hich m
ay exceed w

hat local law
 provides.  

She gave an overview
 of the scope of SSG

A
’s voting. Last year they voted proxies in 14,000 

com
panies. O

verall SSG
A

 w
ould rather engage and w

ork w
ith com

panies rather than vote against 
them

. Statistically, they vote against com
panies about 11%

 of the tim
e. O

n shareholder proposals, they 
vote against m

anagem
ent about 34%

 of the tim
e and that num

ber is up. The kinds of shareholder 
proposals they’re seeing, particularly in U

.S. are changing in nature. W
ith stew

ardship responsibilities 
increasing as w

ell as clients getting m
ore interested, SSG

A
 is m

oving the dial a bit on w
hat they’re 
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pushing. In 2014 the biggest change in the U
.S. voting related to board refreshm

ent and director 
succession. SSG

A
 adopted a new

 tenure policy. They looked at 5,600 listed com
panies and saw

 that 
the average board tenure in the U

.S. is 9 years and com
pared that num

ber to outside the U
.S. In 

com
panies w

ith board m
em

bers serving m
ore than 13 years, they started voting against such long-

tenured directors. SSG
A

 continues to im
prove their engagem

ent w
ith com

panies w
ith 74%

 of 
engagem

ents inside the U
.S. They are also increasing their engagem

ent outside the U
.S.  

M
s. K

um
ar gave an overview

 of the current proxy season. This year w
as characterized by activism

. 
C

om
pensation also continues to be a big issue. Investors are looking for m

ore pay-for-perform
ance 

connections and for structures tied to long-term
 shareholder returns. She noted that U

K
 and European 

shareholders have fought m
ore against com

pensation in banks as it is far m
ore political there. 

The board asked questions. 

IX. Legal Counsel Report 
There w

as no legal counsel report. 

X. 
CIO

 Report 
M

s. Fink said the portfolio w
as up 0.5%

 in the m
onth, w

hich puts is at 11.9%
 fiscal year to date. The 

portfolio continues to look good on three-year basis w
ith a 7.5%

 return and about 7.5%
 risk. This 

return per unit of risk is better than the bottom
-up benchm

ark and 60/40 basic allocation. The program
 

is doing w
ell on a long-term

 basis.  
O

n a short-term
 basis, A

pril didn’t perform
 as w

ell. The portfolio lagged the bottom
-up benchm

ark and 
the 60/40 blend. The defining m

arket m
ove in A

pril w
as a sizeable rotation out of sm

all-cap indexes, 
causing m

eaningful underperform
ance. The R

ussell 2000 w
as dow

n alm
ost 4%

 on the m
onth at the 

sam
e tim

e as the large cap, S&
P 500, w

as up 0.75%
.  

O
n a longer-term

 basis, sm
all caps have outperform

ed larger caps. O
ver the last ten years, sm

all caps 
have outperform

ed large caps by about 1%
 a year.  

She noted that the sm
all-cap rotation also im

pacted the hedged equity funds in the m
onth. The real 

return hedge funds had a good m
onth. O

verall, the hedge fund portfolio outperform
ed the fund-of-

funds com
posite index. 

She said fixed incom
e had a good m

onth w
ith U

.S. treasury rates dow
n. The portfolio had a 0.9%

 gain 
in core fixed incom

e. Floating rate loans didn’t do quite as w
ell. They w

ere up 0.1%
 and 

underperform
ed the benchm

ark. The G
ILB

s benefited from
 the tightening of rates. 

She said overall, the board should look for the diversified portfolio to continue to deliver solid returns. 

XI. Treasurer Report 
Treasurer Raim

ondo thanked the board and com
m

ended them
 on their continued w

ork, 
particularly the breadth of their oversight from

 the defined benefit to defined contribution to 
457 plan and college savings portfolios. 
There being no other business to com

e before the Board, on a m
otion by M

s. Reback and 
seconded by M

r. Giudici, the m
eeting adjourned at 11:48 a.m

. 
 

 
 

 
 

 
 

Respectfully subm
itted,                                                                                                 

 
 

 
 

 
 

 
 

 
 

 
 

 
Gina M
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aim

ondo  
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State Investm
ent Com

m
ission 

M
onthly M

eeting M
inutes  

W
ednesday, June 25 2014 

9:00 a.m
. 

R
oom

 205, State H
ouse 

 
The M

onthly M
eeting of the State Investm

ent Com
m

ission (SIC) w
as called to order 

at 9:03 a.m
., W

ednesday, June 25, 2014 in Room
 205, State H

ouse. 
 

I. 
R

oll Call of M
em

bers 
The follow

ing m
em

bers w
ere present: M

r. J. M
ichael Costello, M

s. Faith LaSalle, M
s. Paula 

M
cN

am
ara, M

r. Thom
as M

ullaney, M
r. Frank Karpinski, and General Treasurer Gina Raim

ondo. 
M

r. Reilly w
as available by phone for the private equity recom

m
endation.  

Also in attendance: 
M

r. Thom
as Lynch of Cliffw

ater, alternative investm
ent consultant to the Com

m
ission; M

r. H
ans 

Sw
ildens and M

r. Roland Reynolds of Industry Ventures; M
s. Patricia Roberts and M

r. 
Christopher N

ikolich of AllianceBernstein; M
r. Cam

eron Lochhead and M
r. Greg N

ordquist (by 
phone) of Russell Investm

ents; M
r. John Burns and M

r. Allan Em
kin of Pension Consulting 

Alliance (PCA), general consultant; M
r. Greg Balew

icz of State Street Global Advisors (SSGA); M
s. 

Gail M
ance-Rios of the Rhode Island H

igher Education Assistance Authority (RIH
EAA); M

s. Sally 
D

ow
ling of Adler Pollock &

 Sheehan P.C., legal counsel; M
s. Anne-M

arie Fink, chief investm
ent 

officer, M
r. V

incent Izzo, cash m
anager for the state, and m

em
bers of the Treasurer’s staff.  

Treasurer Raim
ondo called the m

eeting to order at 9:03 a.m
.  

M
r. Thom

as Fay, M
s. M

arcia Reback and M
r. Andrew

 Reilly w
ere absent.  

 

II. Approval of M
inutes 

 On a m
otion by M

s. M
cN

am
ara and seconded by M

r. M
ullaney, it w

as unanim
ously 

VO
TED

:  to approve the draft of the m
inutes of the M

ay 28, 2014 m
eeting of the State 

Investm
ent Com

m
ission.   

 

III. Private Equity Recom
m

endation—
Industry Ventures Partnership 

H
oldings III, L.P. 

M
r. Lynch introduced Industry V

entures as a hybrid strategy in the venture capital space.  
M

r. Sw
ildens gave a review

 of the firm
. The firm

 specializes in venture capital. They m
anage alm

ost 
$2 billion of institutional m

oney, m
ostly from

 pension funds.  
H

e w
ent on to review

 the firm
’s investm

ent strategies. They have tw
o types of funds: a liquidity fund 

com
prised of com

panies that are at later stages in their lives w
ith $30 m

illion to $200 m
illion in 

revenue and a Partnership H
oldings set of funds that invests in early part of the venture capital m

arket 
in high grow

th, innovative com
panies.  

For the current Partnership H
oldings fund, they have closed on $100 m

illion in com
m

itm
ents, 

including from
 three state pension funds. M

r. Sw
ildens noted that by specializing in venture capital, 

the firm
 is unique in the asset class. The firm

 has a very big data set and a lot of relationships. 
H

e review
ed the experience of the team

. They are the largest team
 focused on secondary strategies in 

the venture m
arket. They have invested across m

ultiple m
arket cycles and are pioneers in the strategy.  
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M
r. R

eynolds added that the Partnership H
oldings strategy has a unique w

indow
 of opportunity. The 

fund began m
aking investm

ents in the 3rd quarter of last year. 
H

e review
ed the current portfolio. The portfolio is com

prised of 22 investm
ents for alm

ost 50%
 of the 

total com
m

itted capital. The investm
ents in the portfolio have already increased in value. They expect 

the portfolio to be valued at 1.4 tim
es cost as of 3/31/14. H

e noted that new
 investors w

ill have an 
im

m
ediate gain. H

e said there is an opportunity for a fee reduction on a separate account w
hen paired 

w
ith a larger com

m
itm

ent to the core partnership. 
M

r. R
eynolds said their strategy is a unique hybrid strategy w

hich includes investm
ents in early and 

m
id-stage venture capital assets. The intention is to create dow

nside protection and faster tim
e to 

liquidity w
hile preserving upside potential.  

The fund focuses on the sm
all end of the venture m

arket and high grow
th com

panies through a unique 
com

bination of prim
ary fund com

m
itm

ents, secondary purchases of  early-stage lim
ited partnerships, 

purchases, and direct co-investm
ents into com

panies.  
The team

 expects to invest 40%
 of the portfolio in prim

ary com
m

itm
ents to sm

all venture funds at 
inception, another 40%

 into early secondary transactions at deep discounts in sm
all fund m

anagers, and 
20%

 of the portfolio directly into com
panies alongside underlying fund m

anagers.  
H

e review
ed the opportunities they see in the m

arket. H
e noted that sm

all venture funds have 
outperform

ed large funds by a significant m
argin over a 15-year period. This trend is likely to continue 

in the future as the overall com
m

itm
ents to the asset class are dow

n substantially. A
lso, 85%

 of all the 
exits of venture-backed com

panies actually happen in the M
&

A
 m

arkets, w
hich is easier for sm

aller 
investm

ents to access.  
M

r. R
eynolds review

ed the fund term
s. H

e said they have a preferred return of 6%
 and a significant 

general partner com
m

itm
ent of 2%

. H
e reiterated that this investm

ent offers a unique w
indow

 of 
opportunity to receive im

m
ediate gain w

ith unusual visibility into the 22 investm
ents already.  The 

fund creates the opportunity for outsize returns through exposure to the sm
all end of venture m

arket. 
The strategy is designed to generate attractive returns through M

&
A

 exits and is not reliant on the 
volatile IPO

 m
arket.  

The board asked questions. 
M

r. Sw
ildens and M

r. R
eynolds left the room

. 
M

r. Lynch said C
liffw

ater recom
m

ends a $25 m
illion com

m
itm

ent. In term
s of portfolio fit, C

liffw
ater 

sees venture capital as a favorable asset class. In term
s of the ER

SR
I’s portfolio, there has been very 

little done in venture capital in the last few
 years. C

urrently venture stands at about 18%
 of the private-

equity allocation w
ith m

ost of it invested prior to 2008. H
e added that there are no other firm

s that 
im

plem
ent the strategy that Industry V

entures has. They are a high quality firm
 w

ith deep know
ledge 

in the space and they execute it w
ith discipline.  

The board discussed the recom
m

endation.  
 O

n a m
otion by M

r. M
ullaney and seconded by M

s. M
cN

am
ara, it w

as unanim
ously 

V
O

T
E

D
: to approve a $25 m

illion investm
ent in Industry V

entures Partnership H
oldings III. 

 A
 m

otion w
as then m

ade by M
r. C

ostello and seconded by M
r. M

ullaney and it w
as unanim

ously 
V

O
T

E
D

: to m
ove the item

 on the agenda pertaining to the addition of short-term
 investm

ent 
provider.  

IV. Addition to List of Short-Term
 Investm

ent Providers: U.S. Bank 
M

r. V
incent Izzo, cash m

anager for the state, asked the board for approval to add U
.S. B

ank to the 
short-term

 investm
ent lineup. H

e noted it is the fifth largest com
m

ercial bank in the country and is w
ell 

capitalized. H
e explained the bank w

ouldn’t necessarily provide any new
 services or products right 
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aw
ay; once they w

ere on the list, the bank w
ould only receive deposits if its rates w

ere com
petitive 

w
ith our current providers. M

r. Izzo noted the bank m
eets all the criteria for short-term

 investm
ents 

providers, except having a A
A

A
 rating from

 M
oody’s and Standard &

 Poors. Since the global financial 
crisis, none of the bank short-term

 investm
ent providers have A

A
A

 ratings. H
e noted the investm

ent 
policy allow

s for the board to approve a bank even though they don’t m
eet all of the criteria. H

e said 
any product from

 U
.S. B

ank w
ould be FD

IC
 insured or 102%

 collateralized. 
 O

n a m
otion by M

r. C
ostello and seconded by M

r. M
ullaney, it w

as unanim
ously 

V
O

T
E

D
: to approve the addition of U

.S. B
ank to the short-term

 investm
ent lineup pending 

review
 by legal counsel. 

 Treasurer R
aim

ondo asked for an update on the O
cean State Investm

ent Pool. 
M

r. Izzo said the fund ranges from
 $420 m

illion to $500 m
illion depending on m

onies com
m

itted. It is 
heavily funded by bond proceeds. The interest rates hover around 0.10%

, better than prim
e m

oney-
m

arket funds, w
hich are about 0.02%

. H
e said Fidelity continues to reach out to cities in any tow

ns to 
prom

ote the fund. 

V. 
Infrastructure Consultant Extension 
M

s. Fink rem
inded the board about the infrastructure allocation approved a year ago. A

t the tim
e, Judy 

C
ham

bers from
 PC

A
 w

as hired on a project basis to com
plete the infrastructure R

FI, w
hich resulted in 

the allocation to Industry Funds. G
oing forw

ard, the goal is to continue to invest in infrastructure, both 
through private partnerships and also publicly traded m

aster lim
ited partnerships. In order to do so, she 

believes staff needs consulting advice on a system
atic basis. She proposed an extension to the contract 

w
ith PC

A
 to add them

 as infrastructure advisor for $75,000 a year on a retainer basis. 
 O

n a m
otion by M

s. M
cN

am
ara and seconded by M

r. C
ostello, it w

as unanim
ously 

V
O

T
E

D
: to extend the contract w

ith PC
A

 to add an infrastructure advisor on a retainer basis.  

VI. CollegeBoundfund Q
uarterly U

pdate 
M

s. R
oberts gave a brief sum

m
ary of C

ollegeB
oundfund. The fund has $7.8 billion in assets under 

m
anagem

ent of w
hich $356 m

illion is from
 R

hode Islanders. There are approxim
ately 427,000 

accounts nationally and about 25,000 in R
hode Island as of M

ay 31, 2014. 
She said the C

ollegeB
oundfund rem

ains the second largest advisor-sold program
 in the country. The 

fund is fifth overall in term
s of size. She noted m

ost of the assets in the fund are in the age-based 
m

oderate and age-based aggressive-grow
th portfolios.  

She review
ed the recently added M

orningstar Index portfolios. A
s of M

ay 30, the M
orningstar option 

has about $2 m
illion in assets, of w

hich 25%
 of all the assets have com

e from
 R

hode Island.  
M

s. Fink asked if this participation rate is w
hat they had expected.  

M
s. R

oberts said yes and added that they are hearing from
 advisors across the country w

ho are very 
excited about the offering because it is unique in the advisor space. A

llianceB
ernstein has received a 

num
ber of rollovers from

 other program
s w

here investors are interested in age-based portfolios w
ith a 

low
er fee structure.  

M
r. N

ikolich gave a perform
ance review

 of the funds on a year-to-date basis through M
ay 31, 2014.  

H
e noted that in som

e cases the num
bers are m

isleading given w
hat the capital m

arkets have done in 
the last couple of w

eeks.  
H

e review
ed the perform

ance, starting w
ith the single-fund portfolios. The stable value fund is an 

attractive option in its strategy, w
ith 0.67%

 return year-to-date. This option is the largest stand-alone 
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allocation at about 10%
 of all the assets. W

ith the individual equity funds, one thing that has been 
w

eighing on perform
ance has been the outperform

ance of U
S large cap versus international equities. 

The sm
all-cap grow

th portfolio has been a stellar perform
er over 1, 3, 5,  and 10 years relative to the 

benchm
ark. W

ithin the active age-based portfolios, the m
ore aggressive funds w

ith higher levels of 
equity exposure have outperform

ed the m
oderate and the conservative. A

ll the perform
ance num

bers 
look even better through the first three w

eeks of June. 
M

r. C
ostello asked questions regarding A

llianceB
ernstein’s perform

ance and the board discussed. 
 A

 m
otion w

as then m
ade by M

r. M
ullaney and seconded by M

r. C
ostello and it w

as unanim
ously 

V
O

T
E

D
: to m

ove the item
 on the agenda pertaining to the equity replacem

ent strategies 
discussion.  
 

VII. Equity Replacem
ent Strategies D

iscussion 
M

s. Fink said she and staff are constantly looking for opportunities that provide an asym
m

etric payoff, 
seeking investm

ents that can gain m
ore on the upside than they participate on the dow

n side. The 
equity m

arket is by far the portfolio’s biggest risk w
ith the overall portfolio having approxim

ately 
0.9%

 sensitivity to equity m
arket m

oves (beta).  
She rem

inded the board that a year and a half ago the board discussed buying som
e put protection for 

the portfolio. Staff did an extensive analysis and at the tim
e the SIC

 decided pricing w
as unfavorable.  

She said at the current tim
e a risk reversal position looks interesting. She explained how

 this position 
w

orks; it entails selling a 10%
 out-of-the-m

oney put and using the proceeds to buy a call so the entire 
position requires no cash. C

urrently a 3.5%
 out-of-the-m

oney call can be purchased on a cashless 
basis. It w

ould replace outright equity exposure. This position w
ould protect against the first 10%

 of a 
dow

n m
ove. D

ow
nside after that w

ould be one for one. The call w
ould provide upside participation. 

W
hat m

akes this option interesting is w
here the pricing is right now

. Essentially the position protects 
against 10%

 of the dow
nside and only gives up 3.5%

 of the upside.  
She suggested considering this in lieu of the equity overw

eight. The position w
ould be paired w

ith a 
reduction in the long exposure. She noted that one thing to be aw

are of is that the option position does 
not participate in dividends. Secondly, they w

ould w
ant to transact in S&

P 500 just because it has the 
best liquidity. She said they w

ould recom
m

end using R
ussell. They w

ould have to factor in trading 
costs and also an oversight fee to R

ussell. She then gave a brief overview
 of the analysis that w

as done.  
M

r. N
ordquist noted there’s been a great run-up in the m

arkets. A
fter the m

ost recent m
arket crisis, 

there w
as interest in protection early on but it w

as expensive. A
s the m

arkets have recovered, the 
landscape has changed. R

ussell has developed a ‘heat m
ap’ fram

ew
ork that helps them

 guide clients to 
w

hen option strategies m
ake sense. R

ecently, the m
arkets have had a great run-up so som

e of the costs 
of protection are very low

. Funded statuses have im
proved a lot so R

ussell is seeing a lot m
ore interest 

in risk-reversal and even outright protections. 
The board asked questions.  
M

s. M
cN

am
ara noted she understands the unique opportunity, but expressed concern that this kind of 

investm
ent is out of her com

fort zone considering the beneficiaries of the plan.  
Treasurer R

aim
ondo also expressed concern over the lim

ited num
ber of state investm

ent staff and 
increasing active investm

ent at this tim
e.   

VIII. Global Public Equity Allocation 
M

s. Fink introduced PC
A

 for a briefing of the long-only equity portfolio. This allocation is the largest 
in the portfolio.  
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M
r. B

urns described the portfolio as passively m
anaged to efficiently capture equity m

arket returns. 
The risk associated w

ith equities is grow
th risk. The portfolio is broadly diversified globally. 

U
nusually the dividend yield is higher than the bond m

arket yield. The m
anagem

ent fees of this 
portion of the portfolio are very low

. H
e w

ent on to review
 the funds that are in the portfolio. The fees 

are approxim
ately 0.03%

. 
H

e said this approach is a very efficient w
ay of getting equity exposure. The policy of this portfolio is 

allocated to 50%
 U

S and 50%
 non-U

S. 
H

e review
ed the characteristics of the underlying portfolios and industry w

eights. H
e w

ent on to 
com

pare the portfolio versus the w
orld equity portfolio in term

s of exposure. C
oincidentally, the w

orld 
equity portfolio is very close to 50/50, though it is not alw

ays that w
ay.  

H
e review

ed the countries and the com
panies in the portfolio. Som

e of the biggest holdings in the U
.S. 

are A
pple and Exxon. H

e noted that historically com
panies com

e in and out of the top 10 list. In non-
U

.S. m
arkets the portfolio has less exposure to consum

er goods and health care holdings than in the 
U

.S.  
M

r. Em
kin added that the globalization leads to a m

ore global portfolio, because a big percentage of 
the earnings of non-U

.S. com
panies are outside their hom

e countries. H
olding non-U

.S. stocks doesn’t 
give an exposure to any one region or one country; the portfolio is constructed to take advantage of 
every opportunity.  
M

r. B
urns said that at 50/50 U

.S./non-U
.S. the portfolio is m

ore globally diversified than a typical 
large U

.S. plan. H
e noted that PC

A
 is seeing their clients and the industry overall m

oving portfolios 
m

ore to 50/50 exposure for diversification and risk m
anagem

ent. 
H

e review
ed a chart w

ith five year rolling returns. A
t different tim

es there can be a big difference in 
returns from

 the U
.S. and the non-U

.S.  
H

e talked about the sm
all-cap stocks exposure in the portfolio. H

e said sm
all-cap stocks tend to have 

bigger exposures to their local m
arkets and offer som

e characteristics that are different than typical 
large-cap stocks. H

e noted that the portfolio has a gap w
ith no non-U

.S. sm
all-cap exposure. H

e 
described the characteristics of a non-U

S equity index w
ith sm

all caps and com
pared it to the 

portfolio’s current index exposure. H
e noted that investing in one versus the other w

on’t change the 
portfolio significantly. In term

s of perform
ance, sm

all-cap has outperform
ed in the last 10 years, but 

they don’t outperform
 every year and are currently m

ore expensive than large caps. H
e said both 

indices have alm
ost the sam

e standard deviation. 
M

s. Fink asked M
r. B

alew
icz how

 fees w
ould change if they w

ere to sw
itch to the all-cap international 

index, the I.M
.I. M

r. B
alew

icz said fees are very low
 and to add the sm

all cap w
ould increase fees by 

0.02%
 to 0.03%

. 
M

r. B
urns w

ent on to review
 the equity allocation’s currency exposure. H

e noted that currency is a 
very com

plex topic and ER
SR

I does not hedge its currency exposure. H
e said return is show

n as one 
return that includes local m

arket m
oves and currency im

pacts. O
ver a long tim

e fram
e, currency is 

neither helping nor hurting.  
M

s. Fink noted that the portfolio is m
ore volatile w

ith the currency exposure. O
ver a sufficiently long 

period of tim
e there is no reason to hedge currency as it generates no inherent return, but there w

ill be 
volatility in the interim

. The question for the board is w
hether they w

ant staff to explore hedging out 
half or all of the currency exposure, or just stick w

ith current policy and accept the volatility.  
The Treasurer said the board could discuss this w

hen there is a light agenda or a future retreat. 

IX. Legal Counsel Report 
There w

as no legal counsel report. 
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X. 
CIO

 Report 
M

s. Fink said M
ay w

as a very strong m
onth in the m

arkets due to im
proved econom

ic activity and 
confidence. Though G

D
P declined in the first quarter, the im

provem
ent of the past few

 m
onths suggest 

the slow
ing w

as entirely w
inter related. G

lobal equities rose 2%
 in M

ay. A
t the sam

e tim
e the Fed 

continued to taper its asset purchasing, w
hile m

essaging that interest rates are likely to stay low
 for 

long. C
ore bonds w

ere up 1%
 in the m

onth. These m
oves caused the portfolio to rise 1.66%

 on the 
m

onth, w
hich is in line w

ith the 60/40 portfolio and a little ahead of the bottom
-up benchm

ark. Fiscal 
year-to-date, the portfolio is up 13.7%

 w
ith risk below

 7.5%
. It rem

ains better than the bottom
-up 

benchm
ark and a 60/40 allocation. The annualized standard deviation has com

e dow
n significantly 

over the last tw
o years. Part of that is the m

arket and part of it is the m
oves m

ade by the SIC
 to 

im
prove the portfolio. She added that the alpha has been a little disappointing recently and staff 

continues to m
onitor it. The annualized Sharpe ratio, w

hich m
easures return per unit of risk, has stayed 

steady. Private equity and real estate had a particularly strong m
onth relative to benchm

arks. In the 
bank loan portfolio, W

A
M

C
O

 had an uncharacteristically underperform
ing m

onth at 0.3%
 vs. the 

benchm
ark at 0.5%

 
M

s. Fink gave an update on staff activity. She said they are w
orking on an R

FP of a m
anager of  

publicly traded infrastructure stocks or M
LPs. They are looking to investigate that opportunity further. 

XI. Treasurer Report 
Treasurer R

aim
ondo gave an update of the m

ost recent R
etirem

ent B
oard m

eeting. She said the 
retirem

ent board voted unanim
ously to accept the actuary’s recom

m
endation for the experience study 

and valuation. She also noted that M
r. Em

kin presented at the m
eeting, w

here he described the added 
value of the SIC

 by m
anaging risk and generating strong long-term

 returns. 
Treasurer R

aim
ondo w

elcom
ed M

s. Faith LaSalle to the board. She thanked the board and 
com

m
ended them

 on their continued w
ork. 

There being no other business to com
e before the Board, on a m

otion by M
r. M

ullaney and 
seconded by M

r. Costello the m
eeting adjourned at 11:02 a.m

. 
 

 
 

 
 

 
 

Respectfully subm
itted,                                                                                                 

 
 

 
 

 
 

 
 

 
 

 
 

 
Gina M

. R
aim

ondo  
 

 
 

 
 

 
 

 
 

 
General Treasurer 


