
State of Rhode Island and Providence Plantations 
STATE INVESTMENT COMMISSION 

 
Regular Meeting December 7, 2005 

 
 
 A State Investment Commission (“SIC”) meeting was held in Room 203, State House, 
Providence, Rhode Island on Wednesday, December 7, 2005.  The Treasurer called the meeting 
to order at 9:10 a.m. 
 
 Membership Roll Call.  Present were:  Mr. Jeffrey Britt,  Mr. Michael Costello, Mr. 
George Welly, Designee of Rosemary Booth Gallogly, Ms. Marcia Reback, Mr. John Treat, and 
General Treasurer Paul J. Tavares.  Dr. Robert J. McKenna joined the meeting at 9:11 a.m.  Also 
present were:  Mr. George Carvalho, Chief of Staff, Ms. Joan M. Caine, Deputy Treasurer for 
Finance, Mr. William G. Bensur and Mr. David Lindberg of Wilshire Associates Incorporated, 
Consultant to the Commission, Kevin Nulton, Esq. and Jayne Donegan, Esq., of Brown Rudnick 
Berlack Israels, Legal Counsel to the Commission, Ms. Michelle Davidson of Pacific Corporate 
Group, Alternative Investments Consultant to the Commission, Mr. Frank Blaschka of The 
Townsend Group, Real Estate Consultant to the Commission and other members of the 
Treasurer’s Staff.   
 
 Treasurer Tavares explained to the Commission the status of the Separation of Powers 
legislation as it relates to Mr. Britt’s appointment to the Commission.  Mr. Britt is an appointee of 
the Governor.  After Mr. Britt’s appointment, the Senate President sent a letter to the Governor 
stating that Mr. Britt had not received the advice and consent of the Senate as required by Article 
IX, Section 5 of the Constitution.  The Senate President noted that any gubernatorial appointment 
to any office, board, or commission without the advice and consent of the Senate, is, in their 
view, unconstitutional.  The Governor disagrees.  Treasurer Tavares requested that the Attorney 
General issue an opinion on the matter and that opinion has not yet been received.  Meanwhile, he 
asked the Commission to be aware that Mr. Britt’s vote on any matter could be challenged at 
some point, but that if there were still 5 prevailing votes on any issue, the issue would stand. 
 
 State Investment Commission Minutes.  Ms Reback moved, Mr. Treat seconded and the 
following motion was passed unanimously.  The following members voted in favor:  Mr. Britt, 
Mr. Costello, Mr. Welly, Dr. McKenna, Ms. Reback, Mr. Treat and Treasurer Tavares.   
 
VOTED:  To approve the Minutes of the October 26, 2005 regular meeting. 
 
 Mr. Costello moved, Ms. Reback seconded and the following motion was passed 
unanimously.  The following members voted in favor:  Mr. Britt, Mr. Costello, Mr. Welly, Dr. 
McKenna, Ms. Reback, Mr. Treat and Treasurer Tavares.   
 
VOTED:  To approve and seal the Minutes of the October 26, 2005 Executive Session. 
 
 Mr. Treat moved, Mr. Costello seconded and the following motion was passed 
unanimously.  The following members voted in favor:  Mr. Britt, Mr. Costello, Mr. Welly, Dr. 
McKenna, Ms. Reback, Mr. Treat, and Treasurer Tavares.   
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VOTED:  Pursuant to R.I.G.L. § 42-46-5(2) and R.I.G.L. § 42-46-5(7) the Commission votes 

to close the meeting to the public to discuss the litigation regarding the Gateway 
Eight mortgage; and to discuss the investment of public funds regarding the 
Gateway Eight mortgage. 

 
 The Commission went into Executive Session at 9:15 a.m. 
 
 Open Session.  Ms. Reback moved, Dr. McKenna seconded and the following motion 
was passed unanimously.  The following members voted in favor:  Mr. Britt, Mr. Costello, Mr. 
Welly, Dr. McKenna, Ms. Reback, Mr. Treat, and Treasurer Tavares. 
 
VOTED:  To reconvene the meeting into Open Session. 
 
 The Commission reconvened into Open Session at 9:35 a.m.  There were no votes taken 
while the Commission was in Executive Session.  
 
 Mr. Costello moved, Mr. Welly seconded and the following motion was passed 
unanimously.  The following members voted in favor:   Mr. Britt, Mr. Costello, Mr. Welly, Dr. 
McKenna, Ms. Reback, Mr. Treat, and Treasurer Tavares. 
 
VOTED:  To seal the Minutes of the Executive Session held today, December 7, 2005. 
 
 Proposed Investment in Nordic Capital Fund VI, L.P. (“Nordic VI”).  Ms. Michelle 
Davidson of Pacific Corporate Group (“PCG”) gave a brief overview of Nordic VI.  She noted 
that the Employees’ Retirement System of RI (“ERSRI”) is a limited partner in Nordic III and 
Nordic V.  Nordic VI is being formed to make control investments in companies primarily 
located in Denmark, Finland, Norway and Sweden.  Nordic VI will continue the investment 
strategy pursued in the previous funds and will target middle-market control buyout 
opportunities.  Equity investments will typically range from €50 million to €250 million.   
 
 Mr. Ulf Rosberg, Partner, and Mr. Joakim Karlsson, Partner, represented Nordic VI.  Mr. 
Rosberg explained that Nordic does not have a particular industry focus, but historically has 
invested in the pharmaceuticals, health care, materials, automobile, capital goods, and food and 
beverage industries, among others.  The fund is targeting €1.7 billion in commitments.   
 
 Mr. Karlsson reported on Nordic’s investment track record.  He noted that the first two 
Nordic funds have gross IRRs on realized and unrealized investments of 76% and  105% 
repectively.  Fund III is approximately 70% realized and gross IRR on realized investments is 
60%.  Fund IV is approximately 67% realized and gross IRR on realized investments is 40%.  
There have been no distributions as yet in Fund V.    
 
 Mr. Costello moved, Mr. Treat seconded and the following motion was passed 
unanimously.  The following members voted in favor:   Mr. Britt, Mr. Costello, Mr. Welly, Dr. 
McKenna, Ms. Reback, Mr. Treat, and Treasurer Tavares. 
 
VOTED:  To invest up to $20 million in Nordic Capital Fund VI, L.P. contingent upon 

satisfactory review and negotiation of investment and other legal documents. 
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 Proposed Investment in GMAC Commercial Realty Partners II, L.P. (“GMAC II”).  Mr. 
Frank Blaschka of The Townsend Group (“Townsend”) gave a brief overview of GMAC II.  He 
noted that GMAC II is the seventh non-core investment and is an enhanced return closed-end 
fund targeting 15% gross returns (13% net) utilizing up to 65% leverage.  The Fund will invest 
primarily in office, retail, mixed use, multifamily and industrial properties on a national basis.  
GMAC will co-invest in the fund.   
 
 Mr. Paul Dilinoy, Executive Vice President and Managing Director, Mr. Robert 
Fabiszewski, Executive Vice President and Managing Director, and Mr. William F. Martin, 
Senior Vice President and Fund II Portfolio Manager represented GMAC II.  Mr. Dilinoy 
explained that GMAC Commercial Mortgage is the number one commercial mortgage investment 
banker in the United States.  There are 40 production offices which provide extensive local 
market knowledge and industry contacts as well as proprietary access to investment opportunities.  
He stated that GMAC will be investing $100 million of their own capital in Fund II.  In 2004 
GMAC closed $22.5 billion of investment transactions and a total of $136 billion in transactions 
since 1995. 
 
 Mr. Fabiszewski noted that as of September 30, 2005, 254 properties have been acquired 
for a total of $6 billion.  Ninety-one properties have been sold for an average net IRR of 27.1%.  
Year-to-date GMAC reviewed 199 deals and participated in 29 for a total of $1.4 billion.  Their 
large deal flow provides alternatives which allows them a strategic and competitive advantage for 
the fund.   
 
 Mr. Martin explained that Fund I was a $190 million fund invested in 21 assets.  Fund II 
will target $500 million diversified among 40-50 assets.  Fund I partners received $71.3 million 
in distributions from return of capital and preferred returns.  The target yield for Fund II is 12% to 
14% IRR, net of fees.  GMAC will seed this fund with a pool of 12 properties totaling 
approximately $163 million in net asset value and $741 million in gross asset value.  The 
properties were purchased in the spring and summer of 2005 with the intention to be contributed 
into Fund II.  The current pool of assets is 42% office, 39% retail, 11% multifamily and 8% 
mixed-use, with properties located throughout the United States.   
 
 Ms. Reback moved, Mr. Treat seconded and the following motion was passed 
unanimously.  The following members voted in favor:   Mr. Britt, Mr. Costello, Mr. Welly, Dr. 
McKenna, Ms. Reback, Mr. Treat, and Treasurer Tavares. 
 
VOTED:  To invest up to $15 million in GMAC Commercial Realty Partners II, contingent 

upon satisfactory review and negotiation of investment and other legal 
documents. 

 
 Wilshire Associates Incorporated - Capital Market Review.  Mr. David Lindberg stated 
that retail spending remains strong and interest rates are rising moderately.  Oil continues to trade 
at nearly $60 per barrel.  The S&P 500 is up 6% year-to-date as of December 2, 2005.  The 
Nasdaq is up 4.6%.  Small stocks are up 7%, international stocks are up 10.8%.   Emerging 
markets have been very strong, up 29.1%.   
 
 Mr. Bensur gave an overview of performance for the third quarter of 2005.  He noted that 
October was a challenging month.  The pension fund is up 4.7% through the end of October.  He 
noted that the fund is very close to target allocations.  Total assets at September 30th were $6.8 
billion.  In the third quarter the fund generated $297 million in investment gains.  Realized and 
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unrealized investment gains for 2005 year-to-date are $430 million.  There were gains of $799 
million in 2004.   
 
 Mr. Bensur discussed the performance of the fund’s investment managers and noted that 
Wasatch Advisors and The Boston Company are the only managers currently underperforming 
their benchmarks.  He stated that he will present his Manager Continuation Policy at the 
February, 2006 Commission meeting. 
 
 Deputy Treasurer for Finance Report.  Ms. Caine distributed a 2006 State Investment 
Commission meeting schedule to Commission members. 
 
 General Treasurer’s Report.  Treasurer Tavares thanked Commission members for their 
diligence and hard work in 2005 and wished everyone a happy holiday season.   
 
 Dr. McKenna moved, Ms. Reback seconded and the following motion was passed 
unanimously.  The following members voted in favor:   Mr. Britt, Mr. Costello, Mr. Welly, Dr. 
McKenna, Ms. Reback, Mr. Treat, and Treasurer Tavares. 
 
VOTED:  To adjourn the meeting. 
 
 There being no further business, the meeting was adjourned at 11:00 a.m. 
 
      Respectfully submitted, 
 
 
 
      Paul J. Tavares 
      General Treasurer 


