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Chairman Dick Roberts called the meeting to order at 9:05 A.M.   
 
Approval of Minutes 
 
Chairman Roberts asked for comments on the Minutes of the July 22, 2004 Investment Advisory 
Council.  There being no comments, a motion was made by David Roth, seconded by James 
Larkin, that the Minutes of the July 22, 2004 IAC meeting be accepted.  The motion was 
passed unanimously. 
 
Opening Comments by the Treasurer 
 
Treasurer Denise Nappier noted that the investment performance information before the IAC 
includes performance figures for fiscal year ending 2004.  She said that she had also intended to 
review some additional highlights of the year but had decided to table that discussion until the 
annual report is completed and presented to the IAC.  Treasurer Nappier said that she did have 
several comments about investment performance.  She explained that returns varied depending 
on whether the information reflects gross or net of fees and that under or over performance 
relative to the benchmarks also varied depending upon the benchmark to which performance was 
compared.  She said there would be more about that later in the meeting.  Treasurer Nappier said 
that for FY ending 2004, the Connecticut Retirement Plan and Trust Funds (“CRPTF”) achieved 
double-digit returns at 15.12% net of fees, compared to 2.49% for FY ending 2003 and a -6.39% 
for FY ending 2002.  She said this is noteworthy because while the performance measurement 
report for FY ending 2004 indicated that the CRPTF is at or below the benchmark, which was 
16.27%, the CRPTF fared much better for FY ending 2004 than it did for FY ending 2003, in 
terms of absolute performance.  Treasurer Nappier pointed out that even though net payment of 
$827 million exceeded the previous year’s figure of $761 million, representing higher pension 
benefits distributions, the CRPTF still ended FY 2004 with an adjusted market value of $20.2 
billion, an increase of $1.9 billion compared to FY ending 2003 assets of $18.3 billion. 
 
Treasurer Nappier stated that there are several interviews scheduled for today’s meeting.  She 
said that three finalist firms for the Master Custodian mandate for the CRPTF would make 
presentations and those firms are Bank of New York, State Street Bank and Mellon Financial.  
She explained that these presentations are the culmination of a process that began months ago 
and that Chairman Roberts, Mr. Larkin and several members of the Office of the Treasurer 
(“OTT”) staff had participated in the interviews conducted during the week of August 30, 2004.  
Treasurer Nappier noted that following the presentations today, site visits would be conducted 
prior to a final decision.  She said that AEW would also be making a presentation to the IAC 
today based on her recommendation to the IAC to award AEW the additional assignment of 
managing a new Core Real Estate Separate Account. 
 
Treasurer Nappier recognized Thomas Woodruff, Director of Retirement Benefits for the Office 
of the Comptroller.  Dr. Woodruff said that he was happy to be at the meeting and that the 
Comptroller’s is in the middle of a 4-year review of actuarial assumptions used for the funding 
recommendations for the State Employees’ Retirement System and he felt this would be a good 
time to attend the IAC meetings.  Treasurer Nappier also recognized John Bacewicz, State 
Budget Director, representing OPM for Secretary Marc Ryan. 
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CRPTF Final Performance for April 2004 
 
Susan Sweeney, Chief Investment Officer, introduced Sarah Carter who joined PFM on 
September 3, 2004.  Ms. Carter will be providing support for the IAC, as well as for some of the 
PFM staff.   
 
Ms. Sweeney reported that for the 3-month ranking from TUCS, CRPTF was at the 91st 
percentile.  Ms. Sweeney said that this is not alarming because the distribution for this quarter is 
extremely tight.  She explained that there is only a 41 basis points difference between the 25th 
percentile and the 75th percentile for all the funds in the TUCS universe for this quarter and only 
208 basis points between the 5th to the 95th percentile.  She said that the spread is normally much 
wider in a quarterly ranking.  Ms. Sweeney said that the fiscal year came in around the middle 
percentile and that distribution was wider and more relevant.   She said that the 5-year 
performance in TUCS put CRPTF at the 38 percentile.  Ms. Sweeney said that the fiscal year 
numbers for 2004 achieved an 18.7% return in private equity, which is quite strong although 
below the benchmark from Venture Economics, which was 21.49%.  Ms. Sweeney noted that the 
new private equity consultants, Franklin Park and Alignment Capital, are now providing services 
to CRPTF.  She said that Alignment Capital is going to be providing some statistical analysis and 
updated pacing study.  
 
Ms. Sweeney reported that for the month of July the Fund was about 18 basis points over the 
benchmark.   She also noted that for fiscal year 2004 there was an outflow of about $827 million 
in pension payments in excess of contributions made into the Fund.  Ms Sweeney noted that 
Greg Franklin, Assistant Treasurer of Investments, was not able to provide a cash flow report for 
the quarter because he was unable to obtain all of the data that he needed.  The cash flow report 
should be available for the October IAC meeting. 
 
Global Custody and Securities Lending Presentations 
 
Treasurer Nappier explained to the IAC that in accordance with the State’s procurement policy, 
OTT was obligated to put this contract out to bid and the bid process was not being conducted 
due to any dissatisfaction with State Street.  She said that the initial contract with State Street has 
been extended several times and CRPTF was against a deadline to bid it competitively.  
Treasurer Nappier said that the top three candidates would be making presentations to the IAC 
today.  She talked about the conversion from one custodian to another and indicated that there 
should be a compelling reason to change custodians.  Treasurer Nappier said she was very 
pleased with the due diligence that was performed by the consultant, Callan Associates.  
 
Chairman Roberts made some remarks about the enormous commitment that these three 
institutions have made to the business of providing Global Custody and Securities Lending 
services.   
 
Bo Abesamis of Callan Associates said that the due diligence process, spearheaded by OTT staff, 
was one of the most rigorous ones that he has seen.  He noted that each interview took about 4 
hours because of the level of detail involved and that there were approximately 12 specific 
functions performed by the custodian that were reviewed during the interview process.  Mr. 
Abesamis said that the three finalists are the best in this field and each has invested a great deal 
of capital into their products.   
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Treasurer Nappier explained that beyond the rigorous review of the technical requirements of 
each firm, the OTT looked at corporate citizenship and workforce diversity.  She said that when 
looking at workforce diversity, all the firms showed some weakness and it is her intention that 
the OTT will work with the preferred vendor during contract negotiations to establish a 
corrective action plan and to monitor them going forward.  Treasurer Nappier said that the 
objective is to have the vendors increase their demonstrated commitment to workforce diversity.  
Henry Parker said that he feels that the OTT needs to continue to work on this and is pleased that 
Treasurer Nappier is giving priority to that issue.  He further stated that the institutions should be 
showing some progress on moving forward with changes.  
 
Presentation by Bank of New York 
 
Bank of New York (“BNY”) made a presentation to the IAC regarding global custody and 
securities lending.  BNY was represented by Patrick Curtin, Sector Executive; Lee Stephens, 
Division Executive; Karolyn Ferris, Senior Relationship Manager; Debra Baker, Division 
Executive; and JoAnne Jackson, Northeast Region Senior Client Executive.  Mr. Stephens made 
opening remarks and spoke about workplace diversity initiatives and progress and corporate 
citizenship.  Mr. Curtin provided an overview of BNY and spoke about securities lending.  Ms. 
Ferris spoke about BNY’s OTT client service team and relationship management approach.  Ms. 
Baker spoke about global risk services, corporate governance, proxy process and marketing.   
 
Sharon Palmer asked if BNY used off shore services for data processing or analytical work.  Ms. 
Ferris gave a negative response to the question. 
 
Mr. Roth asked BNY to comment on the conversion process from one custodian to another.  Mr. 
Curtin said that with the technical advances that have been made, a custodian conversion is much 
less painful now than it was in the past.  He also said that BNY has incredible experience in 
conversion with other public funds, that BNY has acquired other custodians and made thousands 
of client conversions over time.  Mr. Curtin said that a complete conversion would require 
approximately six weeks. 
 
Mr. Parker expressed concern over the lack of minorities in prominent positions at BNY and 
asked if BNY would be prepared to make some changes and grow minority representation, to 
which Mr. Curtin responded that they would and Mr. Stephens noted some of the efforts 
currently underway at BNY.  Mr. Parker also noted that BNY’s contribution of $127,000 to 
Connecticut Organizations is not much for an institution the size of BNY. 
 
Presentation by State Street Bank 
 
State Street Bank (“State Street”) made a presentation to the IAC regarding global custody and 
securities lending.  State Street was represented by Robert Tarter, Executive Vice President; 
George Russell, Executive Vice President; Vin DeBaggis, Senior Vice President; Maria Luce, 
Assistant Vice President; Peter Storment, Vice President; and Sarah Wotka, Senior Vice 
President.  Mr. DeBaggis made opening remarks.  Mr. Tarter gave an overview of State Street, 
discussed workplace diversity programs and initiatives and State Street’s continued commitment 
to diversity and opportunity. Mr. Russell discussed corporate citizenship.  Mr. DeBaggis spoke 
about State Street’s commitment to public funds and the products and services provided to the 
Office of the Treasurer.  Ms. Luce spoke about client services and the team of people at State 
Street who are available to the OTT.  Mr. Storment provided an overview of State Street’s 
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comprehensive analytics services.  Ms. Wotka provided an overview of State Street’s securities 
lending. 
 
Mr. Larkin asked if, by example, an African American woman would be counted as an African 
American, a woman or both.  Mr. Tarter explained that the person would be counted as both. 
 
Ms. Palmer asked if State Street used off shore services for data processing or analytical work.  
Mr. DeBaggis gave a negative response to the question. 
 
Mr. Parker commented that the number of minorities on staff still needs some work.  Mr. Tarter 
said that State Street does have plans for that. 
 
Presentation by Mellon Global Securities Services 
 
Mellon Global Securities Services (“Mellon”) made a presentation to the IAC regarding global 
custody and securities lending.  Mellon was represented by Jim Palermo, Vice Chairman; David 
Kim, Assistant Vice President; Liz Dennis, Vice President; Tina Davis, Vice President; 
Katherine McCabe, Client Service Manager; Bob Samoluk, First Vice President; Rick Rollins, 
Vice President; and Paul Maregni, Senior Vice President.  Mr. Palermo gave an organizational 
overview and spoke about corporate citizenship, noting that Mellon would double their $100K 
Community Investment commitment.  Mr. Kim spoke about Client Services.  Ms. Dennis 
discussed workplace diversity emphasizing Mellon’s genuine commitment to diversity.  Ms. 
Davis spoke about corporate governance and Mellon’s plan for a proactive approach to assist the 
OTT.  Ms. McCabe reviewed performance and analytics management and oversight. 
 
Ms. Palmer asked if Mellon uses off shore services for data processing or analytical work.  Mr. 
Palermo responded that some data processing is done in India and there is a call center in 
Malaysia, with a total of 46 off shore positions.   
 
Mr. Parker asked about Mellon’s plans for diversity within their firm.  Mr. Palermo, Ms. Dennis 
and Mr. Samoluk responded and explained that there are definitive plans to improve their 
corporate diversity. 
 
Roll Call of Reactions for Global Custodian Finalists 
 
Carol Thomas expressed a preference for BNY, State Street and Mellon respectively. 
 
Mr. Roth recused himself because of close relationships with staff from both BNY and Mellon. 
 
Mr. Parker expressed a preference for State Street, BNY and Mellon respectively.  He also noted 
that he felt there was no reason to change custodians just for the sake of change. 
Reginald Martin expressed a preference for BNY, State Street and Mellon respectively. 
 
John Bacewicz expressed a preference for State Street. 
 
Ms. Palmer expressed a preference for State Street because she said she saw no compelling 
reason to change custodians. 
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Mr. Larkin said that he believes all three are equally competent but that a change in custodian 
would be extremely disruptive.  He said that since there were no compelling reasons to change 
custodians, he would prefer to keep State Street. 
 
Chairman Roberts recused himself because of relationships with Mellon and BNY. 
 
A motion was made by Ms. Thomas, seconded by Ms. Palmer, to waive the IAC 45-day 
comment period.  The motion was passed unanimously. 
 
A motion was made by Mr. Roth, seconded by Mr. Parker, that the Investment Advisory 
Council adjourn the Regular Session at 1:50 P.M. and enter into Executive Session.  The 
motion was passed unanimously. 
 
A motion was made by Mr. Roth, seconded by Ms. Palmer, that the Investment Advisory 
Council adjourn the Executive Session at 2:15 p.m. and enter into Regular Session.  The 
motion was passed unanimously.   
 
Real Estate Fund Review as of March 31, 2004 
 
Marc Weiss of Pension Consulting Alliance (“PCA”) reported on the Real Estate Fund as of 
March 31, 2004.  PCA’s report included overall performance, an investment guideline review, 
the portfolio characteristics, commitments, market overview and valuation reconciliation. 
 
Ms. Thomas asked what the write down amount on the Goodwin is at this time.  Mr. Weiss said 
it was written down to approximately $25 million.  Mr. Roth asked Mr. Weiss to explain the 
statement in the report that indicates that Goodwin Square’s negative performance is a result of a 
significant value write down of 33.7% in anticipation of transferring Goodwin Square Hotel into 
the AEW Separate Account.  Mr. Weiss said that when it was transferred to AEW, PCA and the 
OTT wanted to review the valuation of the asset.  He said AEW did a very rigorous underwriting 
of the asset in conjunction with taking over the assignment from Tishman.  Mr. Roth asked about 
the process by which it was valued.   Mr. Weiss explained that it was based on operating income 
and a conventional discounted cash flow model using various assumptions, many of which 
changed from the former valuation done by Tishman. 
 
Presentation by and Consideration of AEW Capital Management, LP to Manage a Core 
Real Estate Separate Account 
 
Treasurer Nappier said that the IAC has before them a memo dated September 3, 2004, 
recommending that CRPTF retain AEW Capital Management, LP (“AEW”) to manage the Core 
Real Estate Separate Account.  She also noted that there has only been the one commitment to 
Rockwood since OTT reentered the real estate market.  Treasurer Nappier noted that the RFP for 
Open Ended Real Estate Core Commingled Funds is forthcoming. 
 
Mr. Weiss briefly described the strategic review and explained the due diligence that was 
performed by PCA on the ability of AEW to manage the Core Real Estate Separate Account.   
 
Mr. Roth had several questions relative to the determination of the amount of mortgage debt, the 
number and types of assets expected to be purchased, approval of purchases and means by which 
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AEW would determine which clients were offered various properties.  Mr. Weiss answered Mr. 
Roth’s questions who then indicated that he was satisfied with the responses. 
 
In response to Mr. Parker’s concern regarding AEW’s performance, Mr. Weiss directed attention 
to the PCA Quarterly Report indicating the performance of the AEW Separate Account for the 
trailing 1, 3 and 5 year periods, which were 9.4%, 6.7% and 11.5%, respectively.  Mr. Parker 
asked what other firms were reviewed for the Core mandate.  Treasurer Nappier explained that 
PCA was working at her direction and her approach was to initially reenter the real estate market 
by reviewing current fund managers and determine where there was opportunity to expand on an 
existing relationship because that was the most expedient manner in which to reenter the market.  
She said that the consultant conducted an analysis of all the current managers and came back 
with a recommendation. 
 
Presentation by AEW Capital Management 
 
AEW Capital Management, LP made a presentation to the IAC regarding management of the 
Core Real Estate Separate Account.  AEW was represented by Jeffrey Furber, Chief Executive 
and Managing Partner; Pamela Herbst, Principal; Beth Mace, Vice President; Robert Plumb, 
Principal; and Rennyson Merritt, Principal.  Mr. Furber provided an overview of the firm.  Mr. 
Merritt talked about the relationship AEW has had with CRPTF, the role of the portfolio 
manager, performance strategy and asset management.  Ms. Herbst discussed AEW’s Corporate 
Responsibility, including their workplace diversity plan, charitable activities and corporate 
giving.  She also spoke about AEW’s direct investment group.  Mr. Plumb spoke about the 
proposed investment strategy and investment discipline.  Ms. Mace spoke about the research 
team, their guiding principles and investment opportunities. 
 
Chairman Roberts asked if compensation at AEW is tied to performance.  Ms. Herbst responded 
that an individual receives base compensation based on the market and there is also an incentive 
compensation plan where an individual has the ability to earn up to a certain percentage based on 
their level.  She said that the goals that are established in order for one to be eligible for incentive 
compensation are completely tied to the goals established with the client on the business plan, 
whether it is related to performance, acquisitions, asset sales, etc.  Ms. Herbst said that 
approximately 80% is tied to meeting client goals and objective and 20% tends to be focused on 
corporate initiatives.  Mr. Furber added that the acquisition personnel are not compensated based 
on the number of deals originated and that the primary focus of their compensation is based on 
the performance of those deals after origination. 
 
Mr. Larkin asked if AEW’s investment strategy is approved by the State of Connecticut.  Mr. 
Furber explained that the investment strategy being used is consistent with what is in the real 
estate guidelines of the Investment Policy Statement. 
 
Mr. Roth asked if the deal rotation policy includes AEW’s commingled product.  Ms. Mace 
explained that the commingled product identified in the handout materials is completely focused 
on their value added strategy and it is not competitive with the Core property and, therefore, is 
not included in the Core deal rotation.  Mr. Roth asked what kind of return is targeted by AEW.  
Mr. Plumb responded that the total return on an unleveraged basis over a 10-year hold would be 
about 8%.  Mr. Roth asked if AEW is buying from developers or other institutional owners and 
to whom AEW sells.  Mr. Plumb said they are looking for seasoned assets, which would 
typically be from institutions and are selling to institutions and high net worth individuals. 
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Mr. Parker asked for percentages of minorities and women.  Ms. Herbst said that 40% of AEW’s 
staff are women and minorities.  A discussion between Mr. Parker and Ms. Herbst ensued 
relative to AEW’s plans to increase the number of minorities on staff. 
 
Mr. Roth asked for AEW to comment on how many individual assets would be purchased and of 
that number is AEW confident that they could be diversified enough between geographic region 
and type of property. Mr. Plumb said the portfolio would feature an average deal size of around 
$30 million dollars, with a total of between 10 and 15 properties and will probably take about 2 
years to acquire.  Ms. Herbst said that they would be able to diversify by property type. 
 
Mr. Larkin asked if AEW is organized as a partnership to which Mr. Furber responded 
affirmatively. 
 
Roll Call of Reactions for AEW Capital Management, LP to Manage a Core Real Estate 
Separate Account 
 
Mr. Larkin said he was impressed and felt that this commitment would be a good reentry to the 
real estate market using a known entity. 
 
Ms. Palmer said she feels they are competent with a good track record and CRPTF should 
continue to do business with them. 
 
Mr. Bacewicz said they seem competent. 
 
Mr. Parker said he is confident that they could do a good job and, again, expressed that he is less 
than enthused about the real estate market. 
 
Mr. Roth said he felt all of the IAC members’ questions had been answered appropriately and he 
is comfortable with them. 
 
Ms. Thomas said that it is fine with her. 
 
Chairman Roberts said that he feels AEW is very solid. 
Treasurer Nappier said that one very noteworthy issue regarding AEW is their commitment to 
the Responsible Contractor Policy. 
 
A motion was made by Mr. Larkin, seconded by Ms. Thomas, to waive the IAC 45-day 
comment period.  The motion was passed unanimously. 
 
Combined Investment Funds Review as of June 30, 2004 
 
Matthew McCormick of CRA RogersCasey reported on the Combined Investment Funds as of 
June 30, 2004.  His report included a market overview with comments on the U.S. equity 
markets, international equity markets, emerging markets and fixed income.  Mr. McCormick also 
reported on the CRPTF Fund performance including the Mutual Equity Fund, the International 
Stock Fund and the Mutual Fixed Income Fund.  In addition, Mr. McCormick commented on the 
Securities Lending activities of the CRPTF. 
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A discussion ensued covering issues relative to the future of the various types of funds, asset 
allocations and actuaries.   
 
Private Investment Fund Review as of March 31, 2004 
 
Ms. Sweeney said that David Scopelliti, Principal Investment Officer, will provide an update 
today and the next report will be provided by Franklin Park for the quarter ending June 30, 2004.  
She said that a flash report, which is a summary of CRPTF’s private equity investments, was 
provided in the package of materials.  Mr. Scopelliti provided a report on the Private Equity 
Fund for the quarter ending March 31, 2004.  His report included new additions and 
commitments to the Fund, an update on Triumph (noting that all ties have been severed), 
distributions and calls for the quarter, and performance of the Fund. 
 
Commercial Mortgage Fund Review as of June 30, 2004 
 
Gary Draghi, Principal Investment Officer, reported on the Commercial Mortgage Fund 
indicating that the value of the Fund as of June 30, 2004 was $36.4 million 
 
Short-Term Investment Fund Review as of June 30, 2004 
 
Harold Johnson, Principal Investment Officer (retired), reported on the performance of the Short 
Term Investment Fund (“STIF”) for the fiscal year ending June 30, 2004.  He noted that for the 
fiscal year, STIF earned an effective yield of 1.16%, versus 0.75% for the benchmark.   
 
Other Business 
 
Review of the IAC budget for the quarter ending June 30, 2004 
Chairman Roberts noted that the IAC was under budget for the fiscal year ending June 30, 2004. 
Mr. Martin asked about appointments to the subcommittees and whether the Chairman would 
make appointments or ask for volunteers.  Chairman Roberts said he would ask for volunteers. 
 
Pension Funds Management Division’s operating results as of June 30, 2004 
Ms. Sweeney said that these are the very detailed reports that are compiled once a year on the 
various funds.  Chairman Roberts asked if there were any comments on the report.  There were 
none. 
 
Status Report on Requests by IAC Members 
Ms. Sweeney said that she met with Mr. Martin on the Parker Diversity Principles and is now 
working with Associate Counsel Patricia DeMaras and General Counsel Catherine LaMarr on 
the development of the document.  She said she hopes to have the document for the November 
meeting. 
 
Ms. Sweeney said that Mr. Roth’s Request of the Camelot Group is in process. 
 
Ms. Sweeney said the CRA RogersCasey would have a presentation on Paid Conference 
Speakers at the October meeting.  Mr. McCormick confirmed that there would be a detailed 
presentation on the topic. 
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Discussion of preliminary agenda for October 13, 2004 IAC meeting 
Ms. Sweeney said that we will have the CRARC presentation, should have the Cash Flow 
Report, and might have presentations on both a private equity investment opportunity and a real 
estate investment opportunity.  
 
There being no further business, the meeting was adjourned at 4:25 P.M. 
 
An audio tape of this meeting was recorded. 
 
      Respectfully submitted, 
 
 
 
      DENISE L. NAPPIER 
            SECRETARY  
 
 


