STATE BOARD OF INVESTMENT

Minutes
State Board of Investment
September 12,2012

The State Board of Investment (SBI) met at 9:00 A.M. Wednesday, September 12, 2012 in
Room 123, State Capitol, St. Paul, Minnesota. Governor Mark Dayton, State Auditor Rebecca
Otto, Secretary of State Mark Ritchie and Attorney General Lori Swanson were present. The
minutes of the June 6, 2012 meeting were approved.

Executive Director’s Report

Mr. Bicker, Executive Director, referred members to Tab A of the meeting materials and he
reported that the Combined Funds had outperformed its Composite Index over the ten year
period ending June 30, 2012 (Combined Funds 7.0% vs. Composite 6.9%) and had provided a
real rate of return over the latest 20 year period (Combined Funds 8.2% vs. CPI 2.5%).

Mr. Bicker reported that the Combined Funds’ assets decreased 2.5% for the quarter ending
June 30, 2012 due to negative net contributions and market performance. He said that the asset
mix is essentially on target, and he stated that the Combined Funds underperformed its
Composite Index for the quarter (Combined Funds -1.5% vs. Composite -1.3%) and for the year
(Combined Funds 2.4% vs. Composite 3.0%).

Mr. Bicker reported that the domestic stock manager group underperformed its target for the
quarter (Domestic Stocks -3.5% vs. Domestic Equity Asset Class Target -3.1%) and for the year
(Domestic Stock 3.1% vs. Domestic Equity Asset Class Target 3.8%). He said the international
stock manager group outperformed for the quarter (International Stock -7.4% vs. International
Equity Asset Class Target -7.6%) and slightly underperformed its target for the year
(International Stock -14.7% vs. International Equity Asset Class Target -14.6%). Mr. Bicker
stated that the bond segment matched its target for the quarter (Bonds 2.1% vs. Fixed Income
Asset Class Target 2.1%) and outperformed its target for the year (Bonds 7.8% vs. Fixed Income
Asset Class Target 7.5%). He stated that the alternative investments returned 5.0% for the
quarter. He concluded his report with the comment that, as of June 30, 2012, the SBI was
responsible for over $62 billion in assets.

Mr. Bicker referred members to Tab B of the meeting materials for an update on the budget and
travel for the quarter. He stated that a working group made up of the executive director, assistant
executive director and Board designees had met during the quarter to discuss the composition
and responsibilities of an executive director search committee. Mr. Bicker stated that the group
is proposing the following recommendation: “It is recommended that the Board create an
Executive Director Search Committee comprised of a designee of each Board member, one
retirement system director and two members of the Investment Advisory Council.

It is recommended that the Board authorize the Executive Director Search Committee to
develop a request for proposal to retain an executive search firm, to interview prospective
firms and to select a firm.



It is recommended that the Board authorize the Executive Director, with assistance from
SBI counsel, to negotiate and execute a contract with the entity selected by the Committee.
It is further recommended that the Board direct staff to provide any assistance requested
by the Committee and authorize staff to modify the SBI’s administrative budget to meet all
expenses related to the search, including, but not limited to, the executive search firm fee,
travel expenses for executive director candidates, severance costs and potential relocation
costs.” Mr. Ritchie moved approval of the recommendation and Ms. Swanson seconded the
motion. The motion passed.

Mr. Bicker stated that updated information on Sudan and Iran is also included in Tab B.

Ms. Eller reported that September 27, 2012 is the date for the oral argument at the Court of
Appeals in the lawsuit brought by the Break the Bonds group which challenged the Board’s
investments in Israeli bonds. In response to a request from Governor Dayton, Ms. Eller stated
that she will provide the Board with a copy of the opinion when it is issued.

Mr. Bicker referred members to Tab C of the meeting materials and stated that the Accounting
System Review Committee had met during the quarter to evaluate responses to an RFP for an
accounting related system. He stated that the Committee is recommending hiring QED Financial
Systems. In response to a question from Governor Dayton, Mr. Bicker state that no Minnesota
firms responded to the RFP. Mr. Ritchie moved approval of the Committee’s recommendation,
as stated in Tab C of the meeting materials, which reads: “The Committee recommends that
the Board authorize the Executive Director, with assistance from SBI counsel, to negotiate
and execute a contract with QED Financial Systems for trading/ticketing system and
internal control system services for a five year period ending no later than June 30, 2018.

The Committee recommends that the Board authorize staff to initiate the QED services for
an appropriate period of time before the current vendor’s services contract expires and to
make necessary adjustments in the SBI’s administrative budget to implement this
initiative.

Approval by the SBI of this potential commitment is not intended to be, and does not
constitute in any way, a binding or legal agreement or impose any legal obligation on the
State Board of Investment and neither the State of Minnesota, the State Board of
Investment or its Executive Director have any liability for reliance by QED Financial
Systems upon this approval. Until a formal agreement is executed by the Executive
Director on behalf of the SBI, further due diligence and negotiations may result in the
imposition of additional terms and conditions on QED Financial Systems or reduction or
termination of the commitment.” Ms. Otto seconded the motion. The motion passed.

Mr. Bailey referred members to Tab D of the meeting materials and noted that no
recommendations were being made at this time regarding the stock and bond managers.

Mr. Bailey referred members to Tab E of the meeting materials and briefly reviewed the new
investments being recommended with three existing private equity managers, Silver Lake,
Advent and CarVal. Mr. Ritchie moved approval of the three recommendations, as stated in



Tab E of the meeting materials, which read: “The Investment Advisory Council recommends
that the SBI authorize the Executive Director, with the assistance from the SBI’s legal
counsel, to negotiate and execute a commitment of up to $100 million, or 20% of Silver
Lake Partners IV, L.P., whichever is less. Approval by the SBI of this potential
commitment is not intended to be, and does not constitute in any way, a binding or legal
agreement or impose any legal obligations on the State Board of Investment and neither the
State of Minnesota, the Investment Advisory Council, the State Board of Investment nor its
Executive Director have any liability for reliance by Silver Lake upon this approval. Until
the Executive Director on behalf of the SBI executes a formal agreement, further due
diligence and negotiations may result in the imposition of additional terms and conditions
on Silver Lake or reduction or termination of the commitment.

The Investment Advisory Council recommends that the SBI authorize the Executive
Director, with the assistance from the SBI’s legal counsel, to negotiate and execute a
commitment of up to $200 million, or 20% of Advent International GPE VII, L.P.,
whichever is less. Approval by the SBI of this potential commitment is not intended to be,
and does not constitute in any way, a binding or legal agreement or impose any legal
obligations on the State Board of Investment and neither the State of Minnesota, the
Investment Advisory Council, the State Board of Investment nor its Executive Director
have any liability for reliance by Advent upon this approval. Until the Executive Director
on behalf of the SBI executes a formal agreement, further due diligence and negotiations
may result in the imposition of additional terms and conditions on Advent or reduction or
termination of the commitment.

The Investment Advisory Council recommends that the SBI authorize the Executive
Director, with the assistance from the SBI’s legal counsel, to negotiate and execute a
commitment of up to $150 million, or 20% of CVI Credit Value Fund II, L.P., whichever is
less. Approval by the SBI of this potential commitment is not intended to be, and does not
constitute in any way, a binding or legal agreement or impose any legal obligations on the
State Board of Investment and neither the State of Minnesota, the Investment Advisory
Council, the State Board of Investment nor its Executive Director have any liability for
reliance by CarVal upon this approval. Until the Executive Director on behalf of the SBI
executes a formal agreement, further due diligence and negotiations may result in the
imposition of additional terms and conditions on CarVal or reduction or termination of the
commitment.” Ms. Otto seconded the motion. The motion passed.

Governor Dayton thanked Mr. Bicker for his years of service and for his assistance during the
search process for a new Executive Director. The meeting adjourned at 9:18 A.M.

Respectfully submitted,
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Howard Bicker
Executive Director



