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AGENDA
STATE BOARD OF INVESTMENT MEETING
Thursday, September 8, 2016
10:00 A.M.
Retirement Systems Building
Room 106 — Main Floor
60 Empire Drive, St. Paul, MN

TAB
. Approval of Minutes of June 2, 2016

Report from the Executive Director (Mansco Perry) A

A. Quarterly Investment Review
(April 1, 2016 — June 30, 2016)

B. Administrative Report B
1. Reports on Budget and Travel
2. Sudan Update
3. lIran Update
4. Litigation Update
Investment Advisory Council Report (Jeff Bailey)

A. Private Markets Report C
1. Review of current strategy
2. Consideration of investment commitments with five existing managers

B. Public Markets, Non-Retirement, and Defined Contribution Report D

C. Public Markets: Small-Cap Growth Manager Search E

. Other items
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STATE BOARD OF INVESTMENT

Minutes
State Board of Investment
June 2, 2016

The State Board of Investment (SBI) met at 10:12 A.M. Thursday, June 2, 2016 in Room 106,
Retirement Systems Building, St. Paul, Minnesota. Governor Mark Dayton, State Auditor
Rebecca Otto, Secretary of State Steve Simon, and Attorney General Lori Swanson were present.
The minutes of the March 2, 2016 meeting were approved.

Executive Director’s Report

Executive Director Mansco Perry 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 March 31, 2016 (Combined Funds 6.3% vs. Composite 6.1%) and had provided a real rate
of return of 5.5% above inflation over the latest 20 year period (Combined Funds 7.6% vs. CPI
2.1%).

Mr. Perry said that assets decreased over the quarter (Combined Funds ending value of $57.6
versus a beginning value of $57.8 billion). The Combined Funds return was 70 basis points (bps)
below the benchmark for the quarter (Combined Funds 0.5% vs. Composite 1.2%) and 80 bps
below for the year (Combined Funds -1.1% vs. Composite -0.3%). The Combined Funds did
outperform its target in all other time periods reported.

Mr. Perry reported that the domestic stock manager group underperformed its target for the quarter
(Domestic Stocks 0.0% vs. Domestic Equity Asset Class Target 1.0%) and for the year (Domestic
Stocks -1.9% vs. Domestic Equity Asset Class Target -0.3%). He said the international stock
manager group underperformed its target for the quarter (International Stocks -1.4% vs.
International Equity Asset Class Target -0.4%) and outperformed for the year and over longer time
periods. Mr. Perry then stated that the bond segment matched its target for the quarter (Bonds
3.0% vs. Fixed Income Asset Class Target 3.0%), underperformed for the year (Bonds 1.9% vs.
Fixed Income Asset Class Target 2.0%) but outperformed its target in all other time periods
reported. He stated that the alternative investments detracted from performance for the quarter but
contributed for the year (total return of -0.4% and 4.2%, respectively). Mr. Perry concluded his
report noting that, as of March 31, 2016, the SBI was responsible for managing slightly under
$80 billion of assets.

Governor Dayton noted that for the period ending March 31, 2016, the Domestic Equity program
had underperformed its benchmark not only during the last quarter and year, but also had
underperformed for the last three, five and ten year periods. Given this underperformance, the
Governor questioned why the SBI does not just put the domestic equity into an index fund.
Mr. Perry noted that the Combined Funds already has about one third of its assets invested
passively, in an index fund. Mr. Perry noted that active managers have been struggling to
outperform the index and that his goal was to increase the passive management to at least 50%
over the next several quarters. Mr. Perry noted that he and the SBI staff would be reviewing active
versus passive management in much more detail over the coming quarters and that their findings
may lead to a further increase in passive management in the domestic equity space.



Mr. Perry referred members to Tab B of the meeting materials for the administrative report. He
reported that fiscal year-to-date, the SBI was running below budget. Next, Mr. Perry commented
on the legislative session and noted that one bill signed into law authorized the SBI to invest the
assets of the Metropolitan Landfill Contingency Action Trust account and Pollution Control
Agency would administer this account. Attorney General Swanson moved approval of the
recommendation, which reads, “The Executive Director of the State Board Investment
recommends that the Board approve the investment of the Metropolitan Landfill
Contingency Action Trust (MLCAT) assets in the SBI Internal Equity and Internal Bond
pools with an asset allocation of 70% equities and 30% bonds. The motion passed.

Mr. Perry stated that Tab B contained updated information for Sudan and Iran. Mr. Perry noted
that there is currently no litigation involving the SBI.

Laurie Hacking, Executive Director of Minnesota Teachers’ Retirement Association (TRA) and
an Administrative Committee member provided a summary of the Administrative Committee
meeting. She noted that the last Compensation Study was completed in 2008 and that the
Committee was recommending an update to the Study. Governor Dayton moved that Mr. Perry
and his staff develop a proposal on how best to proceed with updating the 2008
Compensation Study, including cost estimates, for discussion at the next SBI meeting. The
motion passed.

Ms. Hacking provided background on the first action item in Tab C, which was a review of the
Executive Director’s Proposed Workplan for FY17. The recommendation reads: “The
Committee recommends that the SBI approve the FY17 Executive Director’s Workplan.
Further, the Committee recommends that the Workplan serve as the basis for the Executive
Director’s performance evaluation for FY17.”

Ms. Hacking detailed the second action item in the Administrative Committee Report, which was
areview of the Budget Plan for FY17 and FY18. The recommendation reads: “The Committee
recommends that the SBI approve the FY17, and FY18 Administrative Budget Plan, as
presented to the Committee, and that the Executive Director have the flexibility to reallocate
funds between budget categories if the Executive Director deems necessary.”

Ms. Hacking proceeded to the third action item in the Administrative Committee Report, which
was a review of the Continuing Fiduciary Education Plan. The recommendation reads: “The
Committee recommends that the SBI adopt the Continuing Education Plan.”

Ms. Hacking discussed the fourth action item in the Administrative Committee Report, which was
a review of the Executive Director’s Evaluation and Salary Process. After discussion, a
modification to the language as underlined below was recommended by State Auditor Otto. The
recommendation reads: “The Committee recommends that the SBI adopt the following
performance evaluation and salary process for the SBI Executive Director:

e The evaluation will be completed by October 1.

e The evaluation will be based on the results of the Executive Director’s workplan for the
fiscal year ending the previous June 30.



e The SBI deputies/designees will develop an appropriate evaluation form for use by each
member.

e As Chair of the Board, the Governor (or his representative) will coordinate distribution
of the evaluation forms. Board members will forward completed evaluations to the
Executive Director with a copy to the Governor or the Governor’s designee of the
summary and are encouraged to meet individually with the Executive Director to review
their own evaluation.

e Upon satisfactory performance evaluations from a majority of responding Board
Members, the Executive Director’s annual salary adjustment will be any Cost-of-Living
Adjustment (COLA)/Across the Board (ATB)/General Salary Increase contained in the
Managerial Plan for a Fiscal Year as approved by the Legislature to the extent that it is
within the Executive Director’s salary range. The adjustment shall be effective
January 1 of the next calendar year.” State Auditor Otto moved approval of all four
recommendations. The motion passed.

Dave Bergstrom, Executive Director of the Minnesota State Retirement System (MSRS), referred
members to Tab D of the meeting materials for a report on the Minnesota Deferred Compensation
Plan (MNDCP). After discussion, State Auditor Otto moved approval of the recommendation to
the Minnesota Deferred Compensation Plan, which reads, “The Deferred Compensation
Committee, in conjunction with the MSRS Board, recommends the following changes to the
Minnesota Deferred Compensation Plan investments: 1) Transition the Fidelity Diversified
International and T. Rowe Price Small Cap retail mutual fund shares into the lower priced
institutional share classes. For any Deferred Compensation Plan option where a lower
priced share class or vehicle becomes available, the Executive Director is authorized to
transition into the lower priced option, if deemed appropriate. 2) Replace Janus Twenty
with the Vanguard Dividend Growth Fund.” The motion passed.

Jeff Bailey, Chair of the Investment Advisory Council (IAC), referred members to Tab E of the
meeting materials and provided an overview of the agenda items covered at the May 17, 2016
meeting. He noted that the SBI has already acted on two of the items which the IAC concurred
with: the Deferred Compensation Plan Committee and the Administrative Committee
recommendations. Mr. Bailey said that Mr. Perry would report on the third agenda item, the Asset
Liability Study, which the IAC spent a considerable amount of time discussing.

Mr. Bailey reviewed the three alternative investment proposals brought to the IAC. One manager
was an existing manager: IK Partners (Private Equity); and two were new managers: Rockwood
Capital (Real Estate) and LBC Credit (Credit). State Auditor Otto moved approval of the three
recommendations in Tab E of the meeting materials, which reads, “The Investment Advisory
Council concurs with Staff’s recommendation that the SBI authorize the Executive Director,
with assistance from the SBI’s legal counsel, to negotiate and execute a commitment of up to
€150 million, or 20% of IK VIII Fund, 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 1K Investment Partners 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 IK Investment Partners or reduction or termination of the commitment.

The Investment Advisory Council concurs with Staff’s recommendation that the SBI
authorize the Executive Director, with assistance from the SBI’s legal counsel, to negotiate
and execute a commitment of up to $100 million, or 20% of Rockwood Capital Real Estate
Partners Fund X, 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 Rockwood Capital, LLC 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 Rockwood Capital, LL.C or reduction or termination of the commitment.

The Investment Advisory Council concurs with Staff’s recommendation that the SBI
authorize the Executive Director, with assistance from the SBI’s legal counsel, to negotiate
and execute a commitment of up to $100 million, or 20% of LBC Credit 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 LBC Credit Management, L.P. 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 LBC
Credit Management, L.P. or reduction or termination of the commitment. The motion
passed.

Mr. Perry referred the members to Tab G of the meeting materials and reviewed the results of the
2016 Asset Liability Study conducted by Callan. After discussion, State Auditor Otto moved
approval of all six recommendations, which reads: “As a result of the 2016 Asset Liability
Study, the Investment Advisory Council concurs with the SBI Executive Director’s
recommendations of the following as it relates to the Combined Funds Policy asset allocation:

1) Adopt the Combined Funds Asset Allocation Policy shown below:

Combined Funds
Asset Allocation
Public Equity 58%
Domestic Bonds 20%
Private Markets 20%
Cash 2%
Total 100%

2) Allocate the un-invested Private Markets allocation to Public Equities.



3) The Asset Class Target for Public Equities will be a composite index of the domestic
equity asset class target, the Russell 3000 Index and the international equity asset class
target, the MSCI ACWI ex USA Index. The current weighting of these two indices is
75% U.S. and 25% Non-U.S. The weightings will transition to a blend of 67% U.S. and
33% Non-U.S. by Fiscal Year 2018.

4) The U.S. equity portion of the Public Equities will continue to be benchmarked against
the Russell 3000. The SBI will be authorized to invest in and benchmark U.S. Equity
managers to the Russell 3000 Index or any of the Russell 3000 sub-indices that are
segmented by market cap and by style such that the aggregation of the U.S. equity
manager benchmarks are reflective of the Russell 3000 Index.

5) The Non-U.S. equity portion of the Public Equities will continue to be benchmarked
against the MSCI ACWI ex USA Index. The SBI will be authorized to invest in and
benchmark Non-U.S. equity managers to the MSCI ACWI ex USA (standard) Index or
any of the MSCI ACWI ex USA sub-indices that are segmented by market cap, style, or
geography such that the aggregation of the Non-U.S. equity manager benchmarks are
reflective of the MSCI ACWI ex USA Index. Additionally, the SBI will be authorized to
opportunistically invest in Non-U.S. equity managers that are benchmarked to the small
cap segments of the MSCI ACWL

6) Authorize the SBI to invest with Global Managers who invest in and are benchmarked
to the MSCI ACWI or the MSCI World indices.” The motion passed.

The meeting adjourned at 10:57 a.m.

Respectfully submitted,

%mﬁ 7

Mansco Perry III
Executive Director and
Chief Investment Officer
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LONG TERM OBJECTIVES
Period Ending 6/30/16

COMBINED FUNDS: $57.8 Billion Result Compared to Objective (2)

Match or Exceed Composite Index (10 Yr.) 6.5% (1) 0.2 percentage point above the target
Outperform a composite market index weighted in a

manner that reflects the long-term asset allocation of
the Combined Funds over the latest 10 year period.

Provide Real Return (20 Yr.) 7.5% 5.3 percentage points above CPI

Provide returns that are 3-5 percentage points greater
than inflation over the latest 20 year period.

(1) Performance is calculated net of fees.
(2) Differential from composite may occur due to rounding.
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Second Quarter 2016 INVESTMENT REPORT

EXECUTIVE SUMMARY
Combined Funds (Net of Fees)

Asset Growth

The market value of the Combined Funds increased 0.4%
during the second quarter of 2016. The negative net
contributions were outweighed by positive investment
returns during the quarter.

Asset Growth
During Second Quarter 2016

(Millions)
Beginning Value $57,566
Net Contributions -548
Investment Return 787
Ending Value $57,804
Asset Mix

Combined Funds Market Value
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During the quarter there was an increase in the domestic
stocks allocation due to positive performance. The
allocation to bonds decreased due to a rebalance to cash.

Domestic Stocks
46.4%

Alternative Assets

12.8%
Actual Actual
Policy Mix Market Value Cash
Targets 6/30/16 (Millions) 2.1%
Domestic Stocks 45.0% 46.4% $26,817
International Stocks 15.0% 14.0% 8,095
Bonds 18.0% 24.7% 14,279
Alternative Assets* 20.0% 12.8% 7,404 Fixed Income
Cash 2.0% 2.1% 1,209 24.7% International Stocks
100.0% 100.0% $57,804 14.0%
* Any uninvested allocation is held in bonds.
Fund Performance (Net of Fees)
The Combined Funds underperformed its benchmark for 10.0
the quarter and year. 8.0
6.0
Periods Ended 6/30/16 4.0
Last Last Last Last Last 20
Last Last 3 5 10 20 30 ' j
Quarter Year Years Years Years Years Years 0.0—
Combined 1.4% -0.1% 7.3% 7.7% 6.5% 7.5% 8.7%
Funds (2.0) \ \ \ \ \ \

Composite 1.6% 1.1% 7.4% 7.6% 6.3% 7.3% 8.5%

Note: All periods over one year are annualized.
Column sums throughout this report may not add due to rounding.

Last Last Last3 Last5 Last10 Last20 Last30
Quarter  Year Years  Years  Years  Years  Years

- Combined Funds

Composite



Second Quarter 2016 INVESTMENT REPORT

EXECUTIVE SUMMARY
Stock and Bond Manager Performance
(Net of Fees)
Domestic Stocks
The domestic stock manager group (active, Periods Ended 6/30/16

semi-passive and passive combined) underperformed
its target for the quarter and for the year.

Last Last Last 3 Last5 Last10
Quarter  Year Years Years Years

Dom. Stocks 2.0% 0.0% 10.7% 11.2% 7.2%
Russell 3000: The Russell 3000 measures the  Asset Class Target*  2.6% 2.1% 11.1%  11.6% 7.4%

performance of the 3000 largest U.S. companies

based on total market capitalization_ * The Domestic Equity Asset Class Target is the Russell 3000 effective 10/1/03.
From 7/1/99 to 9/30/03, it was the Wilshire 5000 Investable Index.

International Stocks

The international stock manager group (active, Periods Ended 6/30/16

semi-passive and passive combined) underperformed Last Last Last3 Last5 Last 10
its target for the quarter and outperformed its target Quarter  Year Years Years  Years
for the year. Int'l Stocks -08%  -9.7% 1.8%  09%  24%

Asset Class Target*  -0.6% -10.2% 1.2% 0.1% 1.9%

MSCI ACWI Free ex USA (net): The Morgan

Stanley Capital International All Country World = since 6/1/08 the International Equity Asset Class Target is the Standard MSCI
Index is a free float-adjusted market capitalization ACWI ex U.S. (net). From 10/1/07 to 5/31/08 the benchmark was the Provisional
index that is designed to measure equity market Standard MSCI ACWI ex USA (net). From 10/1/03 to 9/30/07 the target was

. . MSCI ACWI ex USA (net).

performance in the global developed and emerging

markets. There are 45 countries included in this

index. It does not include the United States.

Bonds

The bond manager group (active and semi-passive Periods Ended 6/30/16
combined) outperformed its target for the quarter and
underperformed for the year.

Last Last Last 3 Last5 Last10
Quarter  Year Years Years Years

Bonds 2.4% 5.9% 4.3% 4.3% 5.4%
Barclays Aggregate: The Barclays Aggregate Bond Asset Class Target  2.2% 6.0% 4.1% 3.8% 5.1%
Index reflects the performance of the broad bond
market for investment grade (Baa or higher) bonds,
U.S. treasury and agency securities, and mortgage
obligations with maturities greater than one year.

Alternative Investments

Periods Ended 6/30/16

Last Last 3 Last5 Last 10
Quarter Last Year  Years Years Years

Alternatives -0.3% 0.2% 8.6% 9.4% 9.6%

Note: All periods over one year are annualized.



Second Quarter 2016

INVESTMENT REPORT

EXECUTIVE SUMMARY
Funds Under Management

Non-Retirement Funds
19.0%

State Deferred Compensation Plan
7.2%

Supplemental Funds

2.4%
Combined Funds
71.4%
6/30/16
Market Value
(Billions)
Retirement Funds
Combined Funds $57.8
Supplemental Investment Fund 1.9
(Excluding Deferred Compensation Plan Assets)
State Deferred Compensation Plan 5.8
Non-Retirement Funds
Assigned Risk Plan 0.3
Permanent School Fund 1.2
Environmental Trust Fund 0.9
Closed Landfill Investment Fund 0.1
Miscellaneous Trust Accounts 0.2
Other Post Employment Benefits Accounts 0.5
State Cash Accounts 11.0
Minnesota College Savings Plan 1.2
Total $80.9

Note: Amounts and percentages may not add due to rounding.
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Second Quarter 2016 INVESTMENT REPORT

VARIOUS CAPITAL MARKET INDICES

Periods Ended June 30, 2016

Last Last 3 Last 5 Last 10 Last 20

Quarter  Last Year Years Years Years Years
Domestic Equity
Russell 3000 (broad market) 2.6% 2.1% 11.1% 11.6% 7.4% 8.0%
Russell 1000 (large cap) 2.5 2.9 115 11.9 75 8.0
Russell 2000 (small cap) 3.8 -6.7 7.1 8.4 6.2 7.6
Dow Jones Wilshire Composite 2.6 2.0 11.0 11.5 7.5 8.0
Dow Jones Industrials 2.1 45 9.0 10.4 7.7 8.4
S&P 500 2.5 4.0 11.7 12.1 7.4 7.9
Domestic Fixed Income
Barclays Aggregate (1) 2.2 6.0 4.1 3.8 5.1 5.7
Barclays Gov't/Credit 2.7 6.7 4.2 4.1 5.2 5.7
3 month U.S. Treasury Bills 0.1 0.2 0.1 0.1 1.0 24
International
MSCI Emerging Markets Free Index (2) 0.7 -12.1 -1.6 -3.8 3.5 5.0
MSCI ACWI ex USA (3) -0.6 -10.2 1.2 0.1 1.9 -
MSCI EAFE (4) -15 -10.2 2.1 1.7 1.6 4.0
MSCI World ex USA (5) -1.1 -9.8 1.9 1.2 1.6 4.2
Salomon Non U.S. Gov't Bond 4.0 13.8 24 0.3 4.0 4.5
Inflation Measure
Consumer Price Index CPI-U (6) 1.2 1.0 11 13 1.7 2.2
Consumer Price Index CPI-W (7) 13 0.6 0.8 1.1 1.7 2.1

(1) Barclays Capital Aggregate Bond index. Includes governments, corporates and mortgages.

(2) Morgan Stanley Capital International Emerging Markets Free Index (Net index).

(3) Morgan Stanley Capital International All Country World Index ex USA (Net index).

(4) Morgan Stanley Capital International Index of Europe, Australasia and the Far East (EAFE) (Net index).
(5) Morgan Stanley Capital International World ex USA Index (Developed Markets) (Net index).

(6) Consumer Price Index (CPI) for all urban consumers, also known as CPI-U.

(7) Consumer Price Index (CPI) for all wage earners, also known as CPI-W.

Note: All periods over one year are annualized.
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FINANCIAL MARKETS REVIEW

DOMESTIC STOCKS

The U.S. stock market, as measured by the Russell 3000
index, posted a 2.6% return for the second quarter of 2016.
Positive global growth, albeit modest, helped U.S. equities
generate positive returns for the second quarter. Investors
responded to the surprising "Brexit" development by
continuing to rotate into low-volatility and high-dividend
stocks. Within the Russell 3000, Energy was the best
performing sector with a 10.9% return while Technology
was the weakest sector with -2.1% return for the quarter.
Value stocks outperformed growth stocks during the
quarter.

Performance for the Russell Style Indices for the quarter is
shown below:

Large Growth Russell 1000 Growth 0.6%
Large Value Russell 1000 Value 4.6%
Small Growth Russell 2000 Growth 3.2%
Small Value Russell 2000 Value 4.3%

The Russell 3000 index returned 2.1% for the year ending
June 30, 2016.

DOMESTIC BONDS

The U.S. bond market, as measured by the Barclays Capital
U.S. Aggregate Bond Index, produced a total return of
2.2% for the quarter. The 2-year U.S. Treasury yield ended
the quarter lower by 14 basis points at 0.6%, the 5-year
decreased by 20 basis points to 1.0%, the 10-year decreased
by 23 basis points to 1.5%, and the 30-year decreased by 32
basis points to 2.3%. Corporate bonds were the biggest
driver of performance followed by CMBS and U.S.
Treasuries.

The major sector returns for the Barclays Capital U.S.
Aggregate Bond Index for the quarter were:

U.S. Treasury 2.1%
Agency 1.7%
Corporates 3.6%
Agency MBS 1.1%
Commercial Mortgages 2.2%
Asset-Backed 1.2%

PERFORMANCE OF CAPITAL MARKETS
Cumulative Returns
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FINANCIAL MARKETS REVIEW

DEVELOPED INTERNATIONAL MARKETS

In aggregate, developed international stock markets (as measured
by MSCI World ex USA index net) provided a return of -1.1%
for the quarter. The quarter started with positive returns in April
but failed to hold onto those gains in May and June. Equities
reversed course in the middle of the quarter due to a strong
recovery in oil prices and concerns over economic growth in
China. \olatility was also amplified when the United Kingdom
unexpectedly voted to leave the European Union at the end of
June. The top performing sectors for the quarter were Energy,
Health Care and Materials. The worst performing sectors were
Consumer  Discretionary,  Financials and  Information
Technology.

The quarterly performance of the six largest stock markets,
which comprise about 73% of the MSCI World ex USA index, is
shown below:

Japan -1.0%
United Kingdom -0.7%
Canada 3.4%
France -4.3%
Switzerland 2.0%
Germany -5.6%

The MSCI World ex USA index returned -9.8% during the last
year.

EMERGING INTERNATIONAL MARKETS

Emerging markets (as measured by MSCI Emerging Markets
Free index net) provided a return of 0.7% for the quarter. The
quarterly performance of the six largest stock markets in the
index is shown below:

China 0.1%
Korea -1.2%
Taiwan 0.7%
India 3.7%
South Africa 1.6%
Brazil 13.9%

The Emerging Markets Free index returned -12.1% during the
last year.

The Emerging Markets Free (EMF) index is compiled by MSCI
and measures performance of 23 stock markets in Latin America,
Asia, Africa and Eastern Europe. EMF includes only those
securities foreign investors are allowed to hold. The markets
listed above comprise over 75% of the value of the emerging
international markets in the index.

REAL ESTATE

During the second quarter of 2016, private real estate
posted its 26th consecutive quarter of positive returns with
the NCREIF Property Index posting a return of 2.0%. Real
Estate markets have seen a healthy recovery since the
2008-2009 crash. An aggregate $27bn in private real estate
funds was raised in 2Q16, with approximately 60% of the
total amount focused on Value Added or Opportunistic
strategies. Closed-end private real estate dry powder stands
at $238bn, but 66% of institutional investors still plan to
commit more than $50mn to the space over the next 12
months. (Sources: NCREIF; Preqin)

PRIVATE EQUITY

During the second quarter of 2016, an aggregate $101
billion in private equity funds was raised across 180 funds.
Buyout funds topped the list of aggregate capital raised
with $56bn and Venture Capital closed the most funds with
89. Heading into 3Q16, there are 1,720 private equity
funds raising capital, targeting an aggregate $445bn. While
the number of funds raising capital is a new record, the
aggregate target capital declined for the fourth straight
quarter. (Source: Preqin)

The aggregate value of the 434 buyout exits in 2Q16 was
$90bn. The aggregate exit value was a 33% increase over
1Q16, and is the first increase in value in four quarters.
The largest deal announced in the quarter was the $7.5bn
buyout of MultiPlan, which was purchased by GIC,
Hellman & Friedman, and Leonard Green & Partners.
(Sources: Preqin)

RESOURCE FUNDS

During the second quarter of 2016, crude oil traded
between a range of $36/bbl and $51/bbl. The average price
for the quarter was $46/bbl, which was $12 above the
average price from the first quarter. It was the first
quarterly average price increase after three consecutive
quarterly declines. Investors anticipating a supply/demand
equilibrium on the horizon began bidding up the price of
crude oil. (Source: Bloomberg, Wall Street Journal)
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The comparison universe used by the SBI is the Trust Universe Comparison Service (TUCS). Only funds with assets over

COMBINED FUNDS

$1 billion are included in the comparisons shown in this section.

Asset Mix Compared to Other Pension Funds

On 6/30/16, the asset mix of the Combined Funds was:

Comparisons of the Combined Funds' asset mix to the
median allocation to stocks, bonds and other assets of the
public and corporate funds in TUCS over $1 billion are

$ Million %
Domestic Stocks $26,817 46.4% shown below:
International Stocks 8,095 14.0%
Bonds 14,279 24.7%
Alternative Assets 7,404 12.8%
Unallocated Cash 1,209 2.1%
Total $57,804 100.0%
50%
40%
30% -
20% -
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" |
Dom. Equity Int'l. Equity Bonds Alternatives Cash
@ Combined Funds BETUCS Median
Domestic Int'l
Equity Equity Bonds Alternatives Cash
Combined Funds 46.4% 14.0% 24.7% 12.8% 2.1%
Median Allocation in TUCS* 30.7% 11.3% 24.4% 11.1%** 3.8%

* Public and corporate plans over $1 billion.
** May include assets other than alternatives.
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COMBINED FUNDS
Performance Compared to Other Pension Funds

While the SBI is concerned with how its returns compare to
other pension investors, universe comparisons should be
used with great care. There are several reasons why such
comparisons will provide an "apples to oranges" look at

With these considerations in mind, the performance of the
Combined Funds compared to other public and corporate
pension funds in Trust Universe Comparison Service
(TUCS) are shown below.

performance:
The SBI's returns are ranked against public and corporate
plans with over $1 billion in assets. All funds in TUCS

report their returns gross of fees.

- Differing Allocations. Asset allocation will have a
dominant effect on return. The allocation to stocks
among the funds in TUCS typically ranges from 20-90%,
a very wide range for meaningful comparison. In
addition, it appears that many funds do not include
alternative asset holdings in their reports to TUCS. This
further distorts comparisons among funds.

- Differing Goals/Liabilities. Each pension fund
structures its portfolio to meet its own liabilities and risk
tolerance. This will result in different asset mix choices.
Since asset mix will largely determine investment results,
a universe ranking is not relevant to a discussion of how
well a plan sponsor is meeting its long-term liabilities.

0
2
25 ¢ 28
& 37
[
. ¢ Combined Fund Ranks
o 50
D
=
75 ]
& 83
100
Qtr. 1Yr. 3Yr. 5Yr. 10 Yr.
Periods Ended 6/30/16
Quarter 1 Year 3 Years 5 Years 10 Years
Combined Funds
Percentile Rank in TUCS* 83rd 77th 37th 28th 22nd

* Compared to public and corporate plans greater than $1 billion, gross of fees.

Note: All periods over one year are annualized.
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COMBINED FUNDS
Performance Compared to Composite Index

The Combined Funds' performance is evaluated relative to a composite of market indices. The composite is weighted in a manner
that reflects the asset allocation of the Combined Funds:

Combined Funds

Composite
Maret Index 2016
Domestic Stocks Russell 3000 45.0%
Int'l Stocks MSCI ACWI Free ex USA 15.0%
Bonds Barclays Capital Aggregate 25.4%*
Alternative Investments Alternative Investments 12.6%*
Unallocated Cash 3 Month T-Bills 2.0%
100.0%

* Alternative asset and fixed income weights are reset in the composite at the start of each month to reflect the amount of unfunded commitments in
alternative asset classes. The above Combined Funds Composite weighting was as of the beginning of the quarter.

L
1] m
\ \ \ \

Last Quarter Last Year Last3 Years Last5 Years  Last10
Years

Periods Ended 6/30/16

Combined Funds * L 1.4% -0.1% 7.3% 1.7% 6.5%
Composite L 1.6% 1.1% 7.4% 7.6% 6.3%

** Actual returns are reported net of fees.

Note: All periods over one year are annualized.
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STOCK AND BOND MANAGERS
Performance of Asset Pools

(Net of Fees)
Domestic Stocks
Target: Russell 3000 Value Added to Domestic Equity Target (1)
Expectation: If one-third of the pool is actively managed, 00—
one-third is semi-passively managed, and one-third is passively ' :. - B E
managed, the entire pool is expected to exceed the target by .18% - -0.57
.40% annualized over time. -1.0
Periods Ended 6/30/16 1
Last Last  Last3 Last5 Last10 20
Quarter  Year Years Years Years 25 i i i i
Domestic StOCkS 20% 00% 107% 112% 72% Last Last Year Last 3 Last5 Last 10
Asset Class Target*  2.6% 2.1% 11.1%  11.6% 7.4% Quarter Years Years Years

* The Domestic Equity Asset Class Target is the Russell 3000 effective 10/1/03.
From 7/1/99 to 9/30/03, it was the Wilshire 5000 Investable Index.

International Stocks

Target: Standard MSCI ACWI Free ex U.S. (net) Value Added to International Equity Target (1)
Expectation: If at least one-third of the pool is managed actively,

no more than one-third is semi-passively managed, and at least é‘g
one-quarter is passively managed, the entire pool is expected to 06

exceed the target by .25% - .75% annualized, over time. 0.4
0.2
1

Periods Ended 6/30/16 0.0
-0.2—
Last Last Last3 Last5 Last10 04 | | | |
Quarter Year Years Years Years Last Last Year Last 3 Last 5 Last 10
Int'l StOCkS ‘08% '97% 18% 09% 24% Quarter Years Years Years

Asset Class Target*  -0.6%  -10.2% 1.2% 0.1% 1.9%

* The Int'l Equity Asset Class Target is MSCI ACWI Free ex U.S. (net) effective
10/1/03.

Bonds

Target: Barclays Capital Aggregate Bond Index

. . . . Value Added to Fixed Income Target (1)
Expectation: If half of the pool is actively managed and half is

managed semi-passively, the entire pool is expected to exceed the
target by .20% - .35% annualized, over time. 06
0.4
Periods Ended 6/30/16 02— . .:
Last Last Last 3 Last5 Last10 O.O*J -
Quarter  Year Years Years Years 02
Bonds 24%  59%  43%  43%  54% e ! ! ! !

Last Last Year Last 3 Last 5 Last 10

0, 0, 0, 0, 0,
Asset Class Target 2.2% 6.0% 4.1% 3.8% 5.1% Quarter Years Vears Vears

Note: All periods over one year are annualized.
(1) Graph data is based on actual return and may not match table due to rounding.
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ALTERNATIVE INVESTMENTS
Performance of Asset Categories

(Net of Fees)
Alternative Investments
Expectation: The Alternative investments are measured Periods Ended 6/30/16
against themselves using actual portfolio returns. Last Last Last3 Last5 Last10

Quarter  Year Years  Years Years

Alternatives  -0.3% 0.2% 8.6% 9.4% 9.6%

Inflation 1.2% 1.0% 1.1% 1.3% 1.7%
Real Estate Investments (Equity emphasis)
Expectation: Real estate investments are expected to Periods Ended 6/30/16
exceed the rate of inflation by 5% annualized, over the life of Last Last Last3 Last5 Last10
the investment. Quarter  Year Years  Years  Years

Real Estate 2.5% 8.4% 152% 12.7% 6.2%
The SBI began its real estate program in the mid-1980's and

periodically makes new investments. Some of the existing
investments are relatively immature and returns may not be
indicative of future results.

Private Equity Investments (Equity emphasis)

Expectation: Private equity investments are expected to Periods Ended 6/30/16
exceed the rate of inflation by 10% annualized, over the life of Last Last Last3 Last5 Last10
the investment. Quarter Year  Years Years Years

Private Equity 1.3% 7.4% 13.1% 12.0% 11.5%
The SBI began its private equity program in the mid-1980's
and periodically makes new investments. Some of the existing
investments are relatively immature and returns may not be
indicative of future results.

Resource Investments (Equity emphasis)

Expectation: Resource investments are expected to exceed Periods Ended 6/30/16
the rate of inflation by 5% annualized, over the life of the Last Last Last3 Last5 Last10
investment. Quarter  Year Years Years Years

Resource -10.1% -24.2% -7.9% -1.0% 7.8%
The SBI began its resource program in the mid-1980's and
periodically makes new investments. Some of the existing
investments are relatively immature and returns may not be
indicative of future results.

Yield Oriented Investments (Debt emphasis)

Expectation: Yield oriented investments are expected to Periods Ended 6/30/16
exceed the rate of inflation by 5.5% annualized, over the life Last Last Last3 Last5 Last10
of the investment. Quarter Year  Years Years Years

Yield Oriented 3.2% -3.7% 65% 9.4% 10.4%
The SBI began its yield oriented program in 1994. Some of

the existing investments are relatively immature and returns
may not be indicative of future results.

Note: All periods over one year are annualized.
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SUPPLEMENTAL INVESTMENT FUND

The Minnesota Supplemental Investment Fund (SIF) is a
multi-purpose investment program that offers a range of
investment options to state and local public employees.

The SIF provides some or all of the investment options to
the Unclassified Employees Retirement Plan, Minnesota
Deferred Compensation Plan, Public Employees Defined
Contribution Plan, Hennepin County Supplemental
Retirement Plan, Health Care Savings Plan, local police
and firefighter retirement plans and the Woluntary Statewide
\olunteer Firefighter plan.

A wide diversity of investment goals exists among the
Fund's participants. In order to meet those needs, the Fund
has been structured much like a "family of mutual funds.”
Participants may allocate their investments among one or
more accounts that are appropriate for their needs, within
the statutory requirements and rules established by the
participating organizations. Participation in the Fund is
accomplished through the purchase or sale of shares in each
account. All returns are net of investment management
fees.

On June 30, 2016 the market value of the entire Fund was
$1.9 billion.

Investment Options

6/30/16
Market Value
(In Millions)
Balanced Fund - a balanced portfolio utilizing both common stocks $375
and bonds.
U.S. Stock Actively Managed Fund - an actively managed, all common stock portfolio. $209
U.S. Stock Index Fund- a passively managed, all common stock $481
portfolio designed to track the performance of the entire U.S. stock market.
Broad International Stock Fund- a portfolio of non U.S. stocks that incorporates $166
both active and passive management.
Bond Fund - an actively managed, all bond portfolio. $143
Money Market Fund - a portfolio utilizing short-term, liquid debt securities. $303
Stable Value Fund - a portfolio of stable value instruments, including $206
security backed contracts and insurance company and bank investment contracts.
Volunteer Firefighter Account - a balanced portfolio only used by the Voluntary $54

Statewide Volunteer Firefighter Plan.
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SUPPLEMENTAL INVESTMENT FUND ACCOUNTS

BALANCED FUND

Investment Objective

The primary investment objective of the Balanced Fund is
similar to that of the Combined Funds. The Fund seeks to
maximize long-term real rates of return, while limiting
short-run portfolio return volatility.

Asset Mix

The Balanced Fund is invested in a balanced portfolio of
common stocks and bonds. Common stocks provide the
potential for significant capital appreciation, while bonds act as
a deflation hedge and provide portfolio diversification.

Target Actual

Stocks 60.0% 60.2%
Bonds 35.0% 35.0%
Cash 5.0% 4.9%
100.0% 100.0%

U.S. STOCK ACTIVELY MANAGED FUND

Periods Ended 6/30/16
Last Last Last3 Last5 Lastl10
Quarter Year  Years Years Years
Total Account 24% 34% 83% 87% 6.9%
Benchmark* 2.4% 3.6% 8.2% 8.4% 6.4%

* 60% Russell 3000/35% Barclays Aggregate Bond Index/5% T-Bills
Composite.

Investment Objective

The U.S. Stock Actively Managed Fund's investment
objective is to generate above-average returns from capital
appreciation on common stocks.

Asset Mix

The U.S. Stock Actively Managed Fund is invested primarily
in the common stocks of US companies. The managers in the
account also hold varying levels of cash.

U.S. STOCK INDEX FUND

Periods Ended 6/30/16
Last Last Last3 Last5 Last10
Quarter Year  Years Years Years
Total Account  1.7% -1.1% 104% 11.0% 7.0%
Benchmark* 2.6% 21% 11.1% 116% 7.4%

* Russell 3000.

Investment Objective and Asset Mix

The investment objective of the U.S. Stock Index Fund is to
generate returns that track those of the U.S. stock market as a
whole. The Fund is designed to track the performance of the
Russell 3000, a broad-based equity market indicator.

The Fund is invested 100% in common stock.

Note: All periods over one year are annualized.
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Periods Ended 6/30/16

Last Last Last3 Last5 Last10
Quarter Year  Years Years Years
Total Account  2.6% 22% 11.1% 11.6% 7.5%
Benchmark* 26% 21% 111% 11.6% 7.4%

* Russell 3000.
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SUPPLEMENTAL INVESTMENT FUND ACCOUNTS

BROAD INTERNATIONAL STOCK FUND

Investment Objective and Asset Mix Periods Ended 6/30/16
The investment objective of the Broad International Stock Last  Last Last3 Last5 Last10
Fund is to earn a high rate of return by investing in the stock Quarter Year  Years Years Years

of companies outside the U.S. At least 25% of the Fund is  Total Account -0.8% -9.7% 18% 09% 25%
"passively managed” and no more than 33% of the Fund is ~ Benchmark*  -06% -102% 12% 0.1%  19%
"semi-passively managed.” These portions of the Fund are

designed to track and modestly outperform, respectively, the * The Intl Equity Asset Class Target is MSCI ACWI ex USA (net).
return of 23 developed markets included in the MSCI World

ex USA Index. The remainder of the Fund is "actively

managed" by several international managers and emerging

markets specialists who buy and sell stocks in an attempt to

maximize market value.

BOND FUND

Investment Objective Periods Ended 6/30/16

The investment objective of the Bond Fund is to exceed the Last Last Last3 Last5 Last10

return of the broad domestic bond market by investing in fixed Quarter Year  Years Years  Years

income securities. Total Account  2.4% 59% 43% 43% 54%
Barclays Agg 2.2% 6.0% 4.1% 3.8% 5.1%

Asset Mix

The Bond Fund invests primarily in high-quality, government
and corporate bonds that have intermediate to long-term
maturities, usually 3 to 20 years.

MONEY MARKET FUND

Investment Objective Periods Ended 6/30/16

The investment objective of the Money Market Fund is to Last Last Last3 Last5 Last10
protect principal by investing in short-term, liquid U.S. Quarter Year  Years Years Years
Government securities. Total Account  0.1% 04% 02% 02% 1.2%

3month T-Bills  01% 02% 01% 0.1% 1.0%

Asset Mix

The Fund is invested entirely in high-quality, short-term U.S.
Treasury and Agency securities. The average maturity of the
portfolios is less than 90 days.

Note: All periods over one year are annualized.
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SUPPLEMENTAL INVESTMENT FUND ACCOUNTS

STABLE VALUE FUND

Investment Objective

The investment objectives of the Stable Value Fund are to
protect investors from loss of their original investment and to
provide competitive interest rates using somewhat longer-term
investments than typically found in a money market fund.

Asset Mix

The Fund is invested in a well-diversified portfolio of
high-quality fixed income securities with strong credit
ratings. The Fund also invests in contracts issued by highly
rated insurance companies and banks which are structured to
provide principal protection for the Fund's diversified bond
portfolios, regardless of daily market changes.

VOLUNTEER FIREFIGHTER ACCOUNT

Periods Ended 6/30/16
Last Last Last3 Last5 Last10
Quarter Year  Years Years Years
Total Account 05% 2.0% 19% 23% 3.4%
Benchmark* 0.3% 1.4% 1.3% 1.1% 2.0%

* The Stable Value Fund Benchmark is the 3-year Constant Maturity
Treasury Bill +45 basis points.

The investment objective of the Volunteer Firefighter Account
is to maximize long-term returns while limiting short-term
portfolio return volitility.

The Account is invested in a balanced portfolio:

Target Actual
Domestic Stocks 35.0% 35.2%
International Stocks 15.0% 14.5%
Bonds 45.0% 45.9%
Cash 5.0% 4.5%
100.0% 100.0%

Note: All periods over one year are annualized.
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Periods Ended 6/30/16

Last Last Last3 Last5 Last10
Quarter Year  Years Years Years
Total Account 1.9% 19% 6.1% 6.2% --
Benchmark* 1.8% 2.1% 6.0% 6.0% --

* The benchmark for this account is 35% Russell 3000, 15% MSCI
ACWI ex USA (net), 45% Barclays Aggregate, 5% 3 Month T-Bills.
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DEFERRED COMPENSATION PLAN ACCOUNTS

The Deferred Compensation Plan provides public employees
with a tax-sheltered retirement savings plan that is
supplemental to their primary retirement plan. (In most
cases, the primary plan is a defined benefit plan administered
by TRA, PERA, or MSRS.)

Participants choose from 4 actively managed stock and bond
funds, 5 passively managed stock and bond funds and 11

target retirement fund options.

The SBI also offers a money market option and a stable
value option. All provide for daily pricing needs of the plan
administrator. Participants may also choose from hundreds
of funds in a mutual fund window. The current plan
structure became effective July 1, 2011. The investment
options and objectives are outlined below.

On June 30, 2016, the market value of the entire Fund was
$5.8 billion.

Investment Options

Vanguard Index Institutional Plus Shares (passive)
Janus Twenty (active)

Vanguard Mid Cap Index Institutional Shares (passive)
T. Rowe Price Small-Cap Stock (active)

Fidelity Diversified International (active)

Vanguard Total International Stock Index Institutional Plus (passive)

Vanguard Balanced Index Institutional Shares (passive)

Dodge & Cox Income Fund (active)

Vanguard Total Bond Market Index Institutional Shares (passive)

SIF Money Market Fund
SIF Stable Value Fund

State Street Global Advisors MN Target Retirement Funds
Income Fund
2020 Fund
2025 Fund
2030 Fund
2035 Fund
2040 Fund
2045 Fund
2050 Fund
2055 Fund
2060 Fund

6/30/16
Market Value
(In Millions)

$995.8

$522.6

$429.6

$567.9

$270.6

$136.5

$698.0

$212.2

$202.1

$62.9

$1,338.7

$350.8
$67.4
$79.5
$67.2
$43.1
$33.0
$21.1
$16.9
$11.7
$5.7

$5.2
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DEFERRED COMPENSATION PLAN ACCOUNTS

LARGE CAP EQUITY

Vanguard Index Institutional Plus (passive)

Periods Ended 6/30/16

A passive domestic stock portfolio that tracks the S&P 500. Last Last 3 Last5
Quarter  Last Year Years Years

Fund 2.5% 4.0% 11.7% 12.1%
S&P 500 2.5% 4.0% 11.7% 12.1%

Janus Twenty (active) Last Last 3 Last5

A concentrated fund of large cap stocks which is expected to Quarter  Last Year Years Years

outperform the S&P 500, over time. Fund -1.1% 0.7% 11.1% 10.4%
S&P 500 2.5% 4.0% 11.7% 12.1%

MID CAP EQUITY

Vanguard Mid Cap Index (passive) Periods Ended 6/30/16

A fund that passively invests in companies with medium market Last Last Last3 Lasts

capitalizations that tracks the CRSP US Mid-Cap Index. Quarter  Year Years  Years
Fund 2.3% -09% 10.8% 10.6%
CRSPU.S.MidCap  23%  -0.9% 10.8% 10.7%

SMALL CAP EQUITY

T Rowe Price Small Cap (active) Periods Ended 6/30/16

A fund that invests primarily in companies with small market Last Last 3 Last5

capitalizations and is expected to outperform the Russell 2000. Quarter Last Year  Years Years
Fund 4.2% -2.3% 8.6% 10.0%
Russell 2000 3.8% -6.7% 7.1% 8.4%

INTERNATIONAL EQUITY

Fidelity Diversified International (active) Periods Ended 6/30/16

A fund that invests primarily in stocks of companies located Last Last 3 Last 5

outside of the United States and is expected to outperform the Quarter LastYear  Years Years

MSCI index of Europe, Australasia and the Far East (EAFE),  Fund -23%  -10.0% 4.2% 3.4%

over time. MSCI EAFE -1.5% -10.2% 2.1% 1.7%

Vanguard Total International Stock Index (passive) Last Last Last3  Lastb

A fund that seeks to track the investment performance of the Quarter  Year Years  Years

MSCI All Country World ex USA Investable Market Index, an ~ Fund 02% -91%  21%  0.6%
ACWI ex USA IMI -0.4% -9.2% 2.2% 0.7%

index designed to measure equity market performance in
developed and emerging markets, excluding the United States.

Note: All periods over one year are annualized.
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DEFERRED COMPENSATION PLAN ACCOUNTS

BALANCED
Vanguard Balanced Index (passive) Periods Ended 6/30/16
A fund that passively invests in a mix of domestic stocks and Last Last 3 Last5
bonds. The fund is expected to track a weighted benchmark of Quarter Last Year  Years Years
60% CRSP US Total Market Index/40% Barclays Aggregate. Fund 2.6% 4.0% 8.4% 8.6%
Benchmark 25 3.9 8.4 8.6
FIXED INCOME
Dodge & Cox Income Fund (active) Periods Ended 6/30/16
A fund that invests primarily in investment grade securities in Last Last 3 Last 5
the U.S. bond market which is expected to outperform the Quarter Last Year  Years Years
Barclays Aggregate, over time. Fund 2.6% 4.4% 4.0% 4.0%
Barclays Agg 2.2% 6.0% 4.1% 3.8%
Vanguard Total Bond Market Index (passive) Last Last 3 Last5
A fund that passively invests in a broad, market weighted Quarter Last Year  Years Years
bond index that is expected to track the Barclays Aggregate. Fund 2.4% 6.1% 4.0% 3.7%
Barclays Agg 2.2% 6.0% 4.1% 3.8%
SIF Money Market Fund Last Last 3 Last 5
A fund that invests in short-term debt instruments which is Quarter LastYear  Years Years
expected to outperform the return on 3-month U.S. Treasury ~ Fund 0.1% 0.4% 0.2% 0.2%
Bills. 3-Mo. Treas.  0.1% 0.2% 0.1% 0.1%
SIF STABLE VALUE FUND
A portfolio composed of stable value instruments which are Periods Ended 6/30/16
primarily investment contracts and security backed contracts. Last Last 3 Last 5
The fund is expected to outperform the return of the 3 year Quarter Last Year  Years Years
Constant Maturity Treasury +45 basis points, over time. Fund 0.5% 2.0% 1.9% 2.3%
Benchmark 0.3% 1.4% 1.3% 1.1%
MN TARGET RETIREMENT ACCOUNTS
Target retirement funds offer a mix of investments that are See the ""Performance Summaries™ section of
adjusted over time to reduce risk and become more the Public Markets, Non-Retirement, and
conservative as the target retirement date approaches. Defined Contribution Report.

Note: All periods over one year are annualized.
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MN COLLEGE SAVINGS PLAN ACCOUNTS

The Minnesota College Savings Plan is an education
savings plan designed to help families set aside funds for
future college costs. The SBI is responsible for the
investments and the Minnesota Office of Higher Education
(OHE) is responsible for the overall administration of the

Plan.

The SBI and OHE contract jointly with TIAA to provide
administrative, marketing, communication, recordkeeping
and investment management services.

On June 30, 2016, the market value of the entire Fund was
$1.2 billion.

Investment Options

Age Based Managed Allocation
Age Band 0-4 Years
Age Band 5-8 Years
Age Band 9-10 Years
Age Band 11-12 Years
Age Band 13-14 Years
Age Band 15 Years
Age Band 16 Years
Age Band 17 Years
Age Band 18 Years and over

Risk Based Managed Allocations
Aggressive
Moderate
Conservative

Static Options:
U.S. Large Cap Equity
International Equity
U.S. and International Equity
Equity and Interest Accumulation
100% Fixed Income
Money Market
Principal Plus Interest

18

6/30/16
Market Value
(In Millions)

$24.3
$72.2
$72.7
$103.1
$130.5
$62.4
$62.3
$64.8
$151.4

$9.4
$53.4
$3.4

$8.8
$2.3
$269.8
$1.1
$115
$8.2
$107.9
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MN COLLEGE SAVINGS PLAN ACCOUNTS

AGE-BASED MANAGED ALLOCATIONS

The Age-Based Managed Allocation Option seeks to align the
investment objective and level of risk, which will become
more conservative as the beneficiary ages and moves closer to
entering an eligible educational institution.

RISK BASED ALLOCATIONS

See the ""Performance Summaries"
section of the Public Markets,
Non-Retirement, and Defined
Contribution Report.

The Risk Based Allocation Option offers three separate
allocation investment options: Aggressive, Moderate and
Conservative, which have a fixed risk level and does not
change as the Beneficiary ages.

U.S. LARGE CAP EQUITY INDEX

See the ""Performance Summaries

section of the Public Markets,
Non-Retirement, and Defined
Contribution Report.

A passive domestic stock portfolio that tracks the S&P 500.

Periods Ended 6/30/16

Last Last 3 Last 5
Quarter  Last Year Years Years
Fund 2.4% 3.7% -- --
S&P 500 2.5% 4.0% -- --
INTERNATIONAL EQUITY INDEX
A fund that passively invests in a mix of developed and Periods Ended 6/30/16
emerging market equities. The fund is expected to track a Last Last 3 Last5
weighted benchmark of 80% MSCI ACWI World ex USA and Quarter Last Year  Years Years
20% Emerging Markets Free Index. Fund -0.2% -10.2% 1.4% --
Benchmark -1.0% -10.7% 1.3% --
U.S. AND INTERNATIONAL EQUITY INDEX
A fund that invests in a mix of equities, both U.S. and Periods Ended 6/30/16
international, across all capitalization ranges and real Last Last 3 Last5
estate-related securities. The fund is expected to track a Quarter Last Year  Years Years
weighted benchmark of 60% Russell 3000, 24% International, Fund 2.0% 0.3% 8.3% 8.5%
Benchmark 2.0% 0.2% 8.5% 8.7%

6% Emerging Markets, and 10% Real Estate Securities Fund.

Note: All periods over one year are annualized.
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MN COLLEGE SAVINGS PLAN ACCOUNTS

EQUITY AND INTEREST ACCUMULATION

A fund that passively invests half of the portfolio in equities Periods Ended 6/30/16

across all capitalization ranges and the other half in a funding Last Last 3 Last5

agreement. The fund is expected to track a weighted Quarter Last Year  Years Years

benchmark of 50% Russell 3000 and 50% 3-month T-Bill. Fund 1.4% 1.6% - -
Benchmark 1.3% 1.4% - --

100% FIXED INCOME

A fund that passively invests in fixed income holdings that Periods Ended 6/30/16

tracks the Barclays Aggregate and two active funds that invest Last Last 3 Last 5
in inflation-linked bonds and high yield securities. The fund is Quarter Last Year  Years Years
expected to track a weighted benchmark of 70% Barclays  Fund 2.2% 4.8% 3.1% 2.8%
Aggregate, 20% inflation-linked bond, and 10% high yield. Benchmark  2.3% 5.0% 3.5% 3.4%

MONEY MARKET

An active fund that invests in high-quality, short-term money Periods Ended 6/30/16

market instruments of both domestic and foreign issuers that Last Last 3 Last5

tracks the iMoneyNet Average All Taxable benchmark. Quarter Last Year  Years Years
Fund 0.0% 0.0% 0.0% 0.0%
iMoney Net 0.0% 0.1% 0.0% 0.0%
Average All
Taxable

PRINCIPAL PLUS INTEREST OPTION

A passive fund where contributions are invested in a Funding Periods Ended 6/30/16

Agreement issued by TIAA-CREF Life. The funding Last Last 3 Last 5
agreement provides for a return of principal plus a guaranteed Quarter Last Year  Years Years
rate of interest which is made by the insurance company to the ~ Fund 0.3% 1.4% 1.3% 1.5%

policyholder, not the account owners. The account is expected ~ 3-Month T-Bill  0.1%  01%  01%  0.1%

to outperform the return of the 3-month T-Bill.

Note: All periods over one year are annualized.
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Second Quarter 2016

INVESTMENT REPORT

ASSIGNED RISK PLAN

Investment Objectives

The Assigned Risk plan has two investment objectives: to
minimize the mismatch between assets and liabilities and to
provide sufficient liquidity for the payment of ongoing
claims and operating expenses.

Asset Mix

The Assigned Risk Plan is invested in a portfolio of common
stocks and bonds. The actual asset mix will fluctuate in
response to changes in the Plan's liability stream.

6/30/16 6/30/16
Target Actual
Stocks 20.0% 19.6%
Bonds 80.0% 80.4%
Total 100.0% 100.0%

Investment Management

RBC Global Asset Management (US) manages the bond
segment of the Fund. GE Investment Management
manages the equity segment.

Performance Benchmarks

Since July 1, 2011, the fixed income benchmark has been
the Barclays Capital Intermediate Government Index.
Since July 1, 1994, the equity benchmark has been the S&P
500 index. The total fund benchmark is a combination of
the fixed income and equity benchmarks, weighted
according to the total fund asset allocation targets.

Market Value
On June 30, 2016 the market value of the Assigned Risk
Plan was $309 million.

- Assigned Risk Plan

- Composite

Periods Ended 6/30/16
Last Quarter Last Year Last 3 Years Last5 Years Last10 Years

Total Fund* 1.4% 3.1%
Composite 1.5% 4.1%
Equity Segment* 2.2% -1.1%
S&P 500 2.5% 4.0%
Bond Segment* 1.2% 4.0%
Barclays Int Gov Index 1.2% 3.9%

* Actual returns are calculated net of fees.
Note: All periods over one year are annualized.

4.0% 4.2% 4.8%
4.3% 4.3% 5.0%
9.7% 10.7% 7.2%
11.7% 12.1% 7.4%
2.4% 2.2% 3.9%
2.4% 2.3% 4.1%
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Second Quarter 2016

INVESTMENT REPORT

PERMANENT SCHOOL FUND

Investment Objectives

The investment objective of the Permanent School Fund is
to produce a growing level of spendable income, within the
constraints of maintaining adequate portfolio quality and
liquidity. The income from the portfolio is transferred to the
school endowment fund and distributed to Minnesota's
public schools.

Asset Mix

Effective with FY98, the Permanent School Fund is invested
in a balanced portfolio of common stocks and bonds.
Common stocks provide the potential for significant capital
appreciation, while bonds provide portfolio diversification
and a more stable stream of current income.

6/30/16 6/30/16
Target Actual
Stocks 50.0% 51.0%
Bonds 48.0% 47.1%
Cash 2.0% 1.9%
Total 100.0% 100.0%

Prior to FY98, the Fund was invested entirely in fixed
income securities in order to maximize current income. It
was understood that the change in asset mix would reduce
portfolio income in the short term, but enhance the value of
the fund, over time.

Investment Management
SBI staff manages all assets of the Permanent School Fund.
The stock segment is passively managed to track the
performance of the S&P 500. The bond segment is actively
managed to add incremental value through sector, security
and yield curve decisions.

Market Value
On June 30, 2016 the market value of the Permanent
School Fund was $1.2 billion.

10

- Permanent School Fund

- Composite

Periods Ended 6/30/16
Last Quarter Last Year Last 3 Years Last5 Years Last 10 Years

Total Fund* 2.3% 4.8%
Composite 2.3% 5.1%
Equity Segment* 2.5% 4.0%
S&P 500 2.5% 4.0%
Bond Segment* 2.3% 5.7%
Barclays Agg 2.2% 6.0%

* Actual returns are calculated net of fees.
Note: All periods over one year are annualized.

8.0% 8.2% 6.8%
7.9% 8.0% 6.5%
11.7% 12.1% 7.5%
11.7% 12.1% 7.4%
4.4% 4.2% 5.6%
4.1% 3.8% 5.1%
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Second Quarter 2016

INVESTMENT REPORT

ENVIRONMENTAL TRUST FUND

Investment Objectives

The objective of the Environmental Trust Fund is to increase
the market value of the Fund over time in order to increase the
annual amount made available for spending within the
constraints of maintaining adequate portfolio quality and

liquidity.

Asset Mix

The Environmental Trust Fund is invested in a balanced
portfolio of common stocks and bonds. Common stocks provide
the potential for significant capital appreciation, while bonds act
as a deflation hedge and provide portfolio diversification. As of
July 1, 1999, the asset allocation changed from 50% stocks/50%
fixed income to 70% stocks/30% fixed income.

6/30/16 6/30/16
Target Actual
Stocks 70.0% 69.8%
Bonds 28.0% 28.3%
Cash 2.0% 1.9%
Total 100.0% 100.0%

Investment Management

SBI staff manages all assets of the Environmental Trust
Fund. The bond segment is actively managed to add
incremental value through sector, security and yield curve
decisions. The stock segment is passively managed to track
the performance of the S&P 500.

Market Value
On June 30, 2016 the market value of the Environmental
Trust Fund was $924 million.

12

- Environmental Trust Fund

- Composite

Periods Ended 6/30/16
Last Quarter Last Year Last 3 Years Last5 Years Last 10 Years

Total Fund* 2.4% 4.5%
Composite 2.3% 4.7%
Equity Segment* 2.5% 4.0%
S&P 500 2.5% 4.0%
Bond Segment* 2.3% 5.7%
Barclays Agg 2.2% 6.0%

* Actual returns are calculated net of fees.
Note: All periods over one year are annualized.

9.4% 9.7% 7.2%
9.4% 9.6% 6.9%
11.7% 12.1% 7.5%
11.7% 12.1% 7.4%
4.4% 4.2% 5.6%
4.1% 3.8% 5.1%
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Second Quarter 2016

INVESTMENT REPORT

CLOSED LANDFILL INVESTMENT FUND

Investment Objectives

The investment objective of the Closed Landfill Investment
Fund is to increase the market value of the Fund and to
reduce volatility to meet future expenditures. By statute,
the assets of the Fund are unavailable for expenditure until
after the fiscal year 2020 to pay for long-term costs of
maintaining the integrity of landfills in Minnesota once they
are closed.

Asset Mix

From July 1999 to September 2014 the Fund's target
allocation was 100% domestic equities. The SBI changed
the Fund allocation in 2014 to a more balanced allocation
of 70% a domestic equities and 30% bonds.

6/30/16 6/30/16
Target Actual
Stocks 70.0% 69.5%
Bonds 30.0% 30.5%
Total 100.0% 100.0%

Investment Management

SBI staff manage all assets of the Closed Landfill Investment
Fund. The bond segment is actively managed to add
incremental value through sector, security and yield curve
decisions. The stock segment is managed to passively track
the performance of the S&P 500.

Legislation

In FY 2011 $48 million was transferred out of the general
fund, leaving a balance of $1 million in the account.
Legislation was enacted in 2013 to replenish the principle
and earnings back into the fund and in FY 2014 a repayment
was made in the amount of $64.2 million. In 2015 legislation
was passed which repealed any further repayments..

Market Value
On June 30, 2016, the market value of the Closed Landfill
Investment Fund was $72 million.

14

- Closed Landfill Fund - Total

Closed Landfill Fund - Total - Benchmark

Periods Ended 6/30/16

Last Quarter Last Year Last 3 Years Last5 Years Last 10 Years
Total Fund (1) 2.4% 4.5% 11.5% 12.0% 7.4%
Composite (3) 2.4% 4.8% 11.6% 12.1% 7.4%
Equity Segment (1) 2.5% 4.0% 11.7% 12.1% 7.5%
S&P 500 2.5% 4.0% 11.7% 12.1% 7.4%
Bond Segment (1,2) 2.3% 5.7% -- -- --
Barclays Agg 2.2% 6.0% -- -- --

(1) Actual returns are calculated net of fees.

(2) Bond Segment admission date 9/10/14. Returns to be reported upon first full quarter of history (12/31/2014)

(3) The benchmark of the fund is the S&P 500 from mid July 1999 to 9/9/14. As of 9/10/14 the benchmark consist of S&P 500 (70%) and Barclays Aggregate (30%).

Note: All periods over one year are annualized.
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Second Quarter 2016

INVESTMENT REPORT

STATE CASH ACCOUNTS

Description

State Cash Accounts represent the balances in more than
400 separate accounts that flow through the Minnesota
State Treasury. These accounts vary greatly in size.

Most accounts are invested by SBI staff through a
short-term pooled fund referred to as the Treasurer's Cash
Pool. It contains the cash balances of special or dedicated
accounts necessary for the operation of certain State
agencies and non-dedicated cash in the State treasury.

In addition, each State of Minnesota bond sale requires two
additional pools, one for bond proceeds and one for debt
reserve transfer.

Because of special legal restrictions, a small number of
cash accounts cannot be commingled. These accounts are
invested separately.

Investment Objectives
Safety of Principal. To preserve capital.

Liquidity. To meet cash needs without the forced sale of
securities at a loss.

Competitive Rate of Return. To provide a level of current
income consistent with the goal of preserving capital.

Asset Mix

The SBI seeks to provide safety of principal by investing all
cash accounts in high quality, liquid, short term
investments. These include U.S. Treasury and Agency
issues, repurchase agreements, bankers acceptances,
commercial paper, and certificates of deposit.

Investment Management

All state cash accounts are managed by SBI investment
staff. As noted above, most of the assets of the cash
accounts are invested through the large commingled
investment pool.

Period Ending 6/30/16

Market Value  Last Last 3 Last 5 Last 10
(Millions)  Quarter  Last Year Years Years Years
Treasurer's Cash Pool*  $10,791 0.3% 0.7% 0.6% 0.6% 1.7%
Custom Benchmark** 0.0% 0.1% 0.0% 0.0% 0.9%
3 month T-Bills 0.1% 0.2% 0.1% 0.1% 1.0%

* Actual returns are calculated net of fees.

** Beginning in January 2003, the Treasurer's Cash Pool is measured against the iMoneyNet, All Taxable Money Fund Report Average.
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EXECUTIVE DIRECTOR’S ADMINISTRATIVE REPORT

DATE: August 25, 2016

TO: Members, State Board of Investment

FROM: Mansco Perry 111

1. Reports on Budget and Travel

A report on the SBI’s administrative budget for the period ending June 30, 2016 is
included as Attachment A.

A report on travel for the period from April 1, 2016 — June 30, 2016 is included as
Attachment B.

2. Sudan Update

Each quarter, staff provides a report to the Board on steps taken to implement
Minnesota Statutes, section 11A.243 that requires SBI actions concerning companies
with operations in Sudan. Staff receives periodic reports from the Empowering
Responsible Investment (EIRIS) Conflict Risk Network (CRN) about the status of
companies with operations in Sudan.

The SBI is restricted from purchasing stock in the companies designated as highest
offenders by the CRN. Accordingly, staff updates the list of restricted stocks and
notifies investment managers that they may not purchase shares in companies on the
restricted list.  Staff receives monthly reports from the SBI’s custodian bank
concerning SBI holdings of companies on the CRN list and writes letters as required
by law.

According to the law, if after 90 days following the SBI’s communication, a company
continues to have active business operations in Sudan, the SBI must divest holdings
of the company according to the following schedule:

e at least 50% shall be sold within nine months after the company appeared on the
Task Force list; and

e 100% shall be sold within fifteen months after the company appeared on the list.

In the second quarter, the SBI was not required to divest any shares of companies on
the divestment list.



Attachment C is a copy of the June 28, 2016 letter sent to each international equity
manager and domestic equity manager containing the most recent restricted list and
the list of stocks to be divested.

Iran Update

Each quarter, staff provides a report to the Board on steps taken to implement
Minnesota Statutes, section 11A.244 that requires SBI actions concerning companies
with operations in Iran.

SBI receives information on companies with Iran operations from IW Financial,
through Glass Lewis. Staff receives monthly reports from the SBI’s custodian bank
concerning SBI holdings of companies on the restricted list and writes letters as
required by the law.

According to the law, if after 90 days following the SBI’s communication a company
continues to have scrutinized business operations, the SBI must divest all publicly
traded securities of the company according to the following schedule:

e at least 50% shall be sold within nine months after the company appeared on the
scrutinized list; and

e 100% within fifteen months after the company appeared on the scrutinized list.

In the second quarter, SBI managers sold 222,170 shares in a company on the
divestment list.

Attachment D is a copy of the June 24, 2016 letter sent to each international equity
manager and domestic equity manager and fixed income manager containing the end
of quarter restricted list and the list of companies to be divested.

Litigation Update

SBI legal counsel will give a verbal update on the status of any litigation at the
meeting.



ATTACHMENT A

STATE BOARD OF INVESTMENT
FISCAL YEAR 2016 ADMINISTRATIVE BUDGET REPORT
FISCAL YEAR TO DATE THROUGH JUNE 30, 2016

FISCAL YEAR | FISCAL YEAR
2016 2016
ITEM BUDGET 6/30/2016

PERSONNEL SERVICES
FULL TIME EMPLOYEES $ 4,591,000 $ 3,858,969
PART TIME EMPLOYEES $ 0 0
MISCELLANEOUS PAYROLL 100,000 14,027
SUBTOTAL $ 4,691,000 $ 3,872,996

STATE OPERATIONS

RENTS & LEASES 282,000 284,490
REPAIRS/ALTERATIONS/MAINTENANCE 372,000 377,361
PRINTING & BINDING 7,000 5,462
PROFESSIONAL/TECHNICAL SERVICES 150,000 49,671
COMPUTER SYSTEMS SERVICES 20,000 16,585
COMMUNICATIONS 40,000 27,742
TRAVEL, IN-STATE 1,000 416
TRAVEL, OUT-STATE 119,000 69,699
SUPPLIES 122,000 118,782
EQUIPMENT 25,000 26,072
EMPLOYEE DEVELOPMENT 35,000 47,901
OTHER OPERATING COSTS 140,000 117,039
INDIRECT COSTS 250,000 197,224
ATTORNEY GENERAL COSTS - 63,499
SUBTOTAL $ 1,563,000 $ 1,401,943
TOTAL ADMINISTRATIVE BUDGET $ 6,254,000 $ 5,274,939
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ATTACHMENT B

STATE BOARD OF INVESTMENT

Purpose

Manager Monitoring
Alternative Investment
Managers:

Permira; Lexington Partners
Manager Search
Alternative Investment
Manager:

Rockwood

Manager Search

Domestic Equity Managers:

Arrowpoint Partners;
Elk Creek Partners

Manager Monitoring
Domestic Equity Manager:
Hotchkis & Wiley

Manager Search

Domestic Equity Manager:
Rice Hall James

Manager Monitoring
Alternative Investment
Manager:

Prudential Capital Partners

Manager Monitoring
Alternative Investment
Manager:

Prudential Capital Partners

Travel Summary by Date
SBI Travel April 1, 2016 - June 30, 2016

Destination

Name(s) and Date

J. Stacy New York, NY
4/4-4/6

R. Weiler Denver, CO
4/5-4/6

R. Weiler Los Angeles, CA
Pasadena, CA
4/11-4/12

A. Krech Chicago, IL
4/14

C. Boll Chicago, IL
4/14

Total Cost

$ 1,769.69

770.53

960.51

320.18

280.18
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STATE BOARD OF INVESTMENT

Travel Summary by Date
SBI Travel April 1, 2016 - June 30, 2016

Destination
Purpose Name(s) and Date
Manager Monitoring J. Stacy San Francisco, CA
Alternative Investment 4/18-4/20
Manager:
Silver Lake
Manager Search
Alternative Investment
Managers:
Vector Capital; Thoma Bravo
Conference: M. Menssen Austin, TX
National Association of State 4/19-4/22
Investment Professionals (NASIP)
Conference: P. Ammann Austin, TX
National Association of State 4/19-4/21
Investment Professionals (NASIP)
Manager Monitoring R. Weiler Boston, MA
Domestic Equity Manager: 4/21-4/22
Martingale
Manager Search
Domestic Equity Managers:
Lee Munder; Wellington
Manager Monitoring A. Krech New York, NY
Alternative Investment Philadelphia, PA
Managers: 4/25-4/27

IK Partners; Nordic Capital

Manager Search
Alternative Investment
Manager:

LBC Credit Partners

Total Cost

$ 1,479.79

2,325.31

2,392.31

1,694.10

1,774.41



STATE BOARD OF INVESTMENT

Travel Summary by Date
SBI Travel April 1, 2016 - June 30, 2016

Purpose Name(s)

Manager Monitoring C. Boll
Alternative Investment

Managers:

IK Partners; Nordic Capital

Manager Search

Alternative Investment

Manager:

LBC Credit Partners

Conference:
Institutional Investor Public
Funds Roundtable

M. Perry

Manager Monitoring N. Blumenshine
Alternative Investment

Managers:

Blackstone Capital Partners;

Paine & Partners; Warburg Pincus

Conference:
Client Advisory Council Meeting
sponsored by State Street

L. Stagg

Conference:

Government Finance Officers
Association (GFOA) Annual
Conference

W. Murphy

Conference: B. Nicol
Government Finance Officers
Association (GFOA) Annual

Conference

Destination
and Date

New York, NY
Philadelphia, PA
4/25-4/27

Los Angeles, CA
4/26-4/29

New York, NY

5/3-5/5

Boston, MA

5/18-5/19

Toronto, Canada
5/19-5/25

Toronto, Canada
5/22-5/25

Total Cost

$ 1,864.36

1,325.22

1,498.01

1,280.33

3,175.84

1,906.94



STATE BOARD OF INVESTMENT

Purpose

Conference:

Institutional Limited Partners
Association (ILPA) Members
Conference 2016

Conference:
Institutional Limited Partners
Association (ILPA) Level 1

Conference:
Institutional Limited Partners
Association (ILPA) Level 1

Conference:
Institutional Limited Partners
Association (ILPA) Level 1

Conference:
National Association of Public
Pension Attorneys (NAPPA)

Travel Summary by Date
SBI Travel April 1, 2016 - June 30, 2016

Name(s)

J. Stacy

L. Stagg

A. Krech

J. Stacy

J. Mule

Destination
and Date

Chicago, IL
6/1-6/3

Chicago, IL
6/14-6/17

Chicago, IL
6/14-6/18

Chicago, IL
6/15-6/17

New Orleans, LA
6/21-6/24

Total Cost

$ 1,693.47

3,7117.82

3,550.34

3,392.82

1,983.51



ATTACHMENT C

Letter to SBI International and Domestic Equity Managers

June 28, 2016

Regarding: Sudan Companies
Dear Manager:

The Minnesota State Board of Investment (SBI) sent you prior communication
concerning holdings in companies doing business in Sudan. This new
communication applies to all SBI equity portfolios managed by your
organization and replaces all prior communications. This communication also
applies to all depository receipts or ADR’s of any of the listed companies.

Minnesota Statutes, section 11A.243 requires the SBI to implement a Sudan
restriction.

Attachment 1 is the List of Restricted Sudan Stocks. These securities may not be
purchased for the SBI portfolio that your organization manages. If you own
securities of companies on the Restricted List and the companies are not on the
divestment list, then you do not need to sell your holdings. Please note that the
attached list makes changes to the List of Restricted Sudan Companies that was
attached to the March 21, 2016 letter you received. This new list is
effective June 30, 2016.

Changes to Attachment 1:

The following companies have been removed from the Restricted List:

e Jinan Diesel Engine Co. China
¢ Kingdream China
e Sichuan Nitrocell Co. Ltd China
e Scomi Energy Services Malaysia
e Scomi Engineering Berhad Malaysia
e Scomi Group Berhad Malaysia

The following companies have been added to the Restricted List:

e ENGIE France
e Kuwait Finance House Kuwait

The following company had its name changed:
e Kamaz OJSC changed its name to Kamaz PJSC



Attachment 2 is the List of Sudan Stocks Requiring Divestment. If you own
securities of companies on this list then you must divest those holdings according
to the schedule provided in the attachment:

e At least 50 percent of a company’s holdings must be sold by the date
indicated, and

e At least 100 percent of a company’s holdings must be sold by the date
indicated.

Changes to Attachment 2: There have been no changes to this list.

Attachment 3 is a list of security identifiers for the companies on the List of
Restricted Sudan Stocks (Attachment 1) that your organization may use. The SBI
does not represent that this is a complete list of identifiers. The manager is
responsible for identifying all listings. Please note that the list of security identifiers
may have information on companies not on the restricted list.

If you have any questions about this matter, please contact your assigned
SBI Investment Officer.

Sincerely,

LeaAnn M. Stagg
Chief Operating Officer

Enclosures

cc: Michael J. Menssen, Director, Public Markets
Tammy Brusehaver, Investment Officer, Public Markets
Inma Conde Goldman, Investment Officer, Public Markets
Stephanie Gleeson, Investment Officer, Public Markets
Patricia Ammann, Investment Officer, DC & Trust Services

-10-



ATTACHMENT 1

Restricted Sudan Stocks

Company Name

Country of Origin

Andritz AG Austria
Orca Gold Inc. Canada
AKM Industrial Company Limited China
China Gezhouba Group Company Limited China
China North Industries Group Corporation AKA CNGC/NORINCO China
China Petroleum and Chemical Corporation AKA Sinopec Corp. China
China Poly Group Corporation China
Daging Huake Group Company Limited China
Dongfeng Motor Group Company Limited China
Harbin Electric Company Ltd. China
Jiangxi Hongdu Aviation China
NORINCO International Cooperation Ltd China
North Huajin Chemical Industries Co. China
North Navigation Control Technology Co. Ltd China
Petrochina Co. Ltd AKA China National Petroleum Corporation (CNPC) China
Poly Property Group Co. Ltd. China
Power Construction Corporation of China Ltd. China
Shanghai Electric Group Co. Ltd. China
Sinopec Engineering Group Co. Ltd. China
Sinopec Shanghai Petrochemicals Ltd China
Sinopec Oilfield Service Corp China
ASEC Company for Mining (ASCOM) Egypt
Egypt Kuwait Holding Company Egypt
ENGIE France
MAN SE Germany
Renk AG Germany
Volkswagen AG Germany
Kunlun Energy Co. Ltd Hong Kong
Sinopec Kanton Holdings Limited Hong Kong
Bharat Electronics Limited India
Bharat Heavy Electricals Limited India
Chennai Petroleum Corporation Ltd. AKA CPCL India
Indian Oil Corporation Ltd. India
Lanka 10C Limited India
Mangalore Refinery and Petrochemicals Limited India
Oil & Natural Gas Corp. Ltd. India
Oil India Limited India
Energy House Holding Co KSCC, The Kuwait
Kuwait Finance House Kuwait
Engen Botswana Ltd. AKA Engen Malaysia
KLCCP Stapled Group AKA KLCC Property Holdings Malaysia
Malaysia International Shipping Company AKA MISC Berhad Malaysia

-11-




ATTACHMENT 1

Restricted Sudan Stocks

Company Name Country of Origin
Malaysia Marine and Heavy Engineering Holdings Bhd Malaysia
Petroliam Nasional Berhad AKA Petronas Malaysia
Petronas Chemicals Group Berhad Malaysia
Petronas Dagangan Berhad Malaysia
Petronas Gas Berhad Malaysia
Managem Morocco
Societe Metallurgique D'imiter Morocco
GAZ OAO Russia
GAZ Group Russia
Kamaz PJSC Russia
Pavlovo Bus JSC Russia
LS Industrial Systems South Korea

Note:  List contains parent companies and subsidiaries publicly traded.
AKA means “Also Known As”

Source: EIRIS Conflict Risk Network

Effective Date: June 30, 2016

-12-



ATTACHMENT 2

Sudan Stocks Requiring Divestment

Company Name

Country of Origin

Divest 50 Percent
By this Date

Divest 100 Percent
By this date

Shanghai Electric Group Co. Ltd.

China

March 31, 2016

September 30, 2016

Effective Date: June 30, 2016

Completed/Historical Divestments

Divest 50 Percent

Divest 100 Percent

Company Name Country of Origin By this Date By this date
China Petroleum and Chemical
Corporation AKA Sinopec Corp China April 30, 2008 October 31, 2008
PetroChina Company China April 30, 2008 October 31, 2008
Oil and Natural Gas Corp AKA
ONGC India April 30, 2008 October 31, 2008
Malaysia International Shipping
Company AKA MISC Berhad Malaysia April 30, 2008 October 31, 2008
Dongfeng Motor Group Company
Limited China March 31, 2011 September 30, 2011
Andritz AG Austria September 30, 2014 March 31, 2015
Bharat Electronics Limited India September 30, 2014 March 31, 2015
Bharat Heavy Electricals India September 30, 2014 March 31, 2015
MAN SE Germany December 31, 2014 June 30, 2015
Poly Property Group China March 31, 2015 September 30, 2015
Volkswagen AG Germany June 30, 2015 December 31, 2015
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