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Chairman Dick Roberts called the meeting to order at 9:08 A.M.

Approval of Minutes

Chairman Roberts asked for comments on the Minutes of the June 18, 2004 Investment Advisory
Council (“1AC”). There being no comments, a motion was made by Carol Thomas, seconded
by Henry Parker, that the Minutes of the June 18, 2004 IAC meeting be accepted. The
motion was passed unanimously.

Opening Comments by the Treasur er

Treasurer Denise Nappier provided an update of the case against Forstmann Little and explained
the outcome of the trial, which found Forstmann Little guilty of violating its contract with the
Connecticut Retirement Plan and Trust Fund (*CRPTF”) and having done so in bad faith. She
informed the IAC of the appeal process currently being pursued for damages that were not
awarded based on several technical defenses. She also noted that CRPTF expects to receive
approximately $1.2 million in a distribution from Forstmann, representing a portion of the $20
million that had been set aside by Forstmann for legal costs to defend itself against Connecticut.
Treasurer Nappier said Forstmann Little agreed to distribute the reserved capital because the jury
did find that they acted in bad faith. Following a discussion about the trial and appeal process,
Treasurer Nappier indicated that she is cautiously optimistic that the Treasury will eventually
prevail in this case.

Treasurer Nappier announced her decision on the selection of fund-of-funds managers for the
Connecticut Horizon Fund, noting that due to their unique and complementary strengths, she is
planning on awarding mandates to al four of the finalist firms who presented to the IAC in
April, including Bivium Capital Partners, Capital Prospects, FIS Funds Management, and
Progress Investment Management with commitment amounts ranging from $75 to $125 million.
Ms. Thomas asked if hiring multiple managers affects the fees, to which Treasurer Nappier
responded that fees would be negotiated and maintained at a reasonable level.

Treasurer Nappier said that the transition to the new primary Private Equity consultant, Franklin
Park, from INVESCO Private Capital has taken place, and that most of the portfolio data transfer
is completed.

Treasurer Nappier reviewed the status of the Master Custodian search and said the search
consultant, Callan Associates, has submitted a draft report summarizing the responses to the
Request for Proposal for the assignment, and that it is now being reviewed by staff. Susan
Sweeney, Chief Investment Officer, said that the interviews with those semi-finaists are
scheduled for the week of August 30" and that the finalists could be making presentations at
either the September 8 or the October 13, 2004 IAC meeting.

Treasurer Nappier reported that as discussed earlier this year, CRPTF intends to begin investing
in the “Core” rea estate segment, which will help strengthen the integrity and performance of
this portfolio as well as begin the rebuilding of this portfolio. She noted that, toward that end,
the Treasury isin the process of finalizing an RFP for a search for a Core commingled real estate
fund manger, which will be issued in the near future. She aso reported that AEW is being
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considered for a Core real estate separate account and that they may present to the IAC at the
September meeting if al goes well with the ongoing due diligence.

Treasurer Nappier announced that the saga of Triumph Capital has come to a close with the
recent signing of an agreement to sell CRPTF s interests in al the Triumph Capital funds. She
said that in so doing, the price performance could be characterized as an excellent achievement,
relatively speaking. Treasurer Nappier noted that the Camelot Group would be presenting a
summary of this sale process and transaction at the meeting today.

Treasurer Nappier pointed out that the quarterly report on Corporate Governance and MacBride
Compliance is scheduled to be presented today instead of the IAC's quarterly meeting and that
going forward, a similar schedule will be maintained so that more time can be devoted to this
subject matter as requested by IAC members. Treasurer Nappier also briefed the IAC on her
meeting with John Thain, CEO of the NY SE, and her trip to Brazil earlier this month.

Mr. Parker said that he had remarks to make and one was that he proposed that Treasurer
Nappier should issue a newsletter periodicaly. Mr. Parker also commented on the reentry of
CRPTF into the Real Estate market. He expressed his hope that before committing funds to the
existing manager, AEW, the Treasury would take the opportunity to look at a broad range of
participating managers in this industry. He said that he felt that CRPTF would then be able to
make a more educated decision on the direction of the portfolio.

CRPTE Final Performancefor April 2004

Ms. Sweeney made comments regarding the investment returns of the combined investment
funds for the period ending May 31, 2004. She reported that for the month of May 2004, the
overall fund returned 0.16%, which was 20 basis points behind the benchmark and that the fiscal
year to date performance was a positive return of 13.72%. Ms. Sweeney noted that the
performance for the full fiscal year will be given at the September 8, 2004 | AC meeting.

Report on Corpor ate Gover nance and MacBride Compliance

Meredith Miller, Assistant Treasurer for Policy, reported on the Treasurer’s activities related to
corporate governance and MacBride compliance for the period ending March 31, 2004. Ms.
Miller's report included updates on several ongoing issues including Safeway. She then
distributed aletter from David Hirschmann, Senior Vice President of the Chamber of Commerce
of the US, as well as Treasurer Nappier’'s response to that letter. She said that the Chamber’s
letter was a form letter sent to the key public pension fund officials leading the “vote no” (e.g.
withhold vote for board elections) campaign against several Safeway board members, including
the CEO. Ms. Miller noted that the letter described the Funds' activities as a foray into the field
of corporate governance. She said it also charged that the funds violated their fiduciary
responsibility by using shareholder power to advance organized labor’ s agenda against Safeway.
Ms. Miller said that Safeway’s unionized California workers (70,000) were on strike for four
months in 2003-2004. She explained that the Treasurer’s response to this letter set forth her
office’s long record of governance actions including engaging in similar “vote no” campaigns
such asthat levied against Disney. Ms. Miller said that the letter also stated that indeed the strike
had a negative impact on earnings and there were several other areas of board activity that raised
concern such as related party transactions and executive compensation. She said that
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furthermore, two of the top proxy voting services in the U.S. supported the pension funds
position by recommending a vote no on some or all of the candidates up for board re-election
and that this recommendation was seen by many in the governance community as validation of
the pension funds concerns. A discussion ensued relative to the inappropriateness of Mr.
Hirschmann's letter. Ms. Miller provided an in-depth report on proxy voting, including some
background on the proxy voting process and noted that new proxy voting guidelines are being
written.

Don Kirshbaum, Investment Officer, gave an update on the Investor Network on Climate Risk.

Ms. Miller indicated that Pam Bartol, Assistant Investment Officer, reported that al investment
managers are MacBride compliant.

Triumph Capital Group Update

David Scopelliti, Principal Investment Officer, gave a brief explanation on the selection of
Camelot Group by INVESCO Private Capital to assist in the divestiture of CRPTF' s assets under
management with Triumph Capital Group and introduced Lawrence Penn from Camelot Group.

Mr. Penn briefly explained the business of his firm, The Camelot Group, and gave an overview
of the Triumph Capital Funds divestiture process.

A discussion ensued relative to the investment history between CRPTF and the Triumph Capital
Group. It was stated that three separate investments were made and a settlement negotiated by
Treasurer Nappier resulted in $125 million being returned to the State in addition to a fourth
separate private equity investment vehicle. Treasurer Nappier reminded everyone that the
investment was related to a scandal of the former administration, which ended with the former
Treasurer being incarcerated. David Roth asked if Camelot might share some of their insightsin
lessons learned or other best practices that have come from this experience. In response, Mr.
Penn said he would provide a memo to the IAC.

Best Practices

Patricia DeMaras, Associate Counsel, and Mr. Scopelliti made a presentation to the IAC
regarding Best Practices in Private Equity. Mr. Scopelliti reviewed historical problems
encountered by the Private Investment Fund and measures that have since been implemented to
correct prior administrations policies and procedures and provide overall enhancements to the
due diligence process. James Larkin asked whether CRPTF would have experienced similar
issues had these practices been in place when the Forstmann Little contract was signed.
Catherine LaMarr, General Counsel, reminded everyone that Forstmann Little violated the
contract. Treasurer Nappier provided some additional detail on the post investment monitoring
practices, and noted the accounting process, which further adds to on-going monitoring
initiatives.

Ms. DeMaras presented the use of the Side Letter, which is the mechanism used by the Office of
the Treasurer to address statutory requirements, investment concerns and objectives and policy
goals and requirement. She addressed in some detail the requirements for disclosure.
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Mr. Parker asked for a copy of the presentation, which was subsequently provided.

Other Business

Ms. Thomas made a request to add a new item to the Status Report. She noted that there was an
article in the Wall Street Journal alleging that speakers pay CRA RogersCasey (“CRARC”) to
present at their conferences and she would like any available information on that issue to be
giventothelAC.

Status Report on Requestsby IAC Members

Chairman Roberts indicated that Best Practices would now be removed from the list.

Ms. Sweeney noted that she is working on the draft document of the Parker Principlesto give
to Treasurer Nappier for her comments. Ms. Sweeney hopes to have the document for the
October 2004 |AC meeting.

Chairman Roberts noted that interviews for the Global Custodian will be held the week of
August 30, 2004 and that all members of the IAC are invited to participate. He also asked that if
anyone does plan to attend those interviews, they should notify Ms. Sweeney.

There was a general conversation regarding the funds generated by the Connecticut State
Lottery, the Rainy Day Fund and the funding of the various Retirement Funds.

Treasurer Nappier acknowledged with gratitude, the contribution of Raudline Etienne and
CRARC in helping to launch the Connecticut Horizon Fund.

There being no further business, the meeting was adjourned at 11:50 A.M.
An audio tape of this meeting was recorded.

Respectfully submitted,

DENISE L. NAPPIER
SECRETARY



