City of Hartford Pension Commission
City Conference Room
260 Constitution Plaza
Hartford, Connecticut
Friday, February 22, 2013
9:00 a.m.
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VI
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INVESTMENT PROGRAM

Review of Minutes: Meeting of January 25, 2013

Status of the MERF Portfolio as of January 31, 2013
a. Inventory of Asseis
b. MERF’s Overall Performance

PCA Update

o Private Equity Investment Plan

NEPC Update
o Investment Performance Analysis Report
o Capital Markets Assumptions and Actions

MERF Update
e Rebalancing Progress

Report on Annual Performance Review Meetings
e Prudential Investment Management
e SouthernSun Asset Management

Other Business




INVESTMENTS:
AGENDA ITEM I

CITY OF HARTFORD
PENSION COMMISSION
MEMORANDUM )
To: Pension Commission
-.Z'II‘.M {J____.--"#
From: Adam M. Cloud, Secretary
Date: February 14, 2013
Subject: Review of Minutes from the Meeting of January 25, 2013

Enclosed for your review are the minutes of the investment portion of the Pension Commission
meeting of Friday, January 25, 2013.
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Pension Commission

City of Hartford Conference Room

260 Constitution Plaza
Hartford, CT 06103
Friday, January 25, 2013
9:00 a.m,

MINUTES

INVESTMENT PROGRAM

MEMBERS PRESENT: Frank Lord, Acting Chairman; Gene Goldman,

MEMBER EXCUSED:

STAFF PRESENT:

STAFF EXCUSED:

OTHERS PRESENT:

Commissioner; Marc Nelson, Employee Representative;
Adam M. Cloud, Secretary and Carmen L. Sierra, Assistant
Secretary

Peter Stevens, Chairman

Gary B. Draghi, Director of Investments; P. Wayne Moore,
Assistant Director of Investments; Terry Williams, Senior
Administrative Assistant; Donna Parker, Plan
Administrator

J. Sean Antoine, Principal Administrative Analyst

Doug Moseley, NEPC; Lisa Silvestri, Assistant Corporation
Counsel; George Zoltowski, Principal Accountant

Review of Minutes: Meeting of December 14, 2012

Acting Chairman Lord introduced the item and asked for questions,
comments or corrections, There were none.

A motion was made, seconded and adopted to accept the minutes as

presented.
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Status of the MERF Portfolio as of December 31, 2012

Acting Chairman Lord introduced the item and asked the Investment Unit to report.
P, Wayne Moore, the MERF’'s Assistant Director of Investments, reported that, at
December 31, 2012, the MERF portfolio had a market value of approximately $968.6
million, and had generated a 1.3% return net of fees for the month, outperforming
the benchmark return of 1.2%, by 10 basis points.

Mr. Moore then reported on each of the MERF asset classes, stating that all asset
classes were up for the month, except for fixed income, which exhibited a flat return
for the month, matching the benchmark return. He noted that the equity portfolio
achieved a net return of 2.5% for the month, outperforming the benchmark return of
2.3%, by 20 basis points.

Mr. Moore then reported that the MERF's global tactical asset allocation portfolio
posted a net return of positive 1.8% for the month, outperforming the benchmark
return of 0.8%, by 100 basis points.

Mr. Moore also reported that, as of January 24, 2013, the MERF total portfolio value
was approximately $980.5 million, owing to broad gains in stocks. He asked if there
were any questions on the report, there were none.

Mr, Gary Draghi, the MERF’s Director of Investments, then informed the Pension
Commission that, in January, the MERF funded approximately $4 million of its $12
million commitment to Cornerstone’s core real estate fund.

The Commission accepted the report for advice.

NEPC Update

Acting Chairman Lord introduced the item and asked Mr. Doug Moseley of NEPC,
the MERF's general consultant, to report to the Commission. Mr. Moseley reviewed
an updated road map, pointed out activities already completed by the MERF (e.g.,
recent real estate search) and the re-ordering of upcoming activities. He specifically
noted the pending master custodian and private debt investment searches and
potential asset allocation changes. In response to questioning, Mr. Moseley
described the process of managing a master custodian search.

Secretary Cloud commented on a recent meeting he and staff held with BNY Mellon
("BNYM”), the MERF’s current master custodian and performance and analytics
provider, in which BNYM was pushed to provide, in conjunction with NEPC, more
timely and cost-effective investment reporting. Mr. Draghi added that he had
spoken with the MERF's relationship manager at BNYM who asked for an
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opportunity to present a new contract offer to the MERF, prior to the MERF going
out to bid. Mr. Draghi noted that staff was awaiting this proposal from BNYM. He
went on to state that this proposal would be reviewed with the Secretary and NEPC
and, if seen as desirable, brought to the Commission for review. Mr, Draghi further
commented that the current contract predated the MERF's use of a general
consultant and that the potential restructuring of BNYM's duties was timely.

Mr. Draghi then asked Mr. Moseley whether, as part of its annual asset class
assumption review process, NEPC would recommend changes to the MERF’s
existing asset allocation. Mr. Moseley stated that an annual updating would occur
as part of the process. In response to a question from Commissioner Goldman, Mr.
Moseley responded that “tweaks” to the MERF's asset allocation would be
recommended to account for movements in assumptions regarding the relative
prospects for certain asset classes.

Acting Chairman Lord asked Mr. Moseley to provide an update on the status of
NEPC’s contract with the MERF. Mr. Moseley responded that the NEPC contract
renewal was not imminent.

The Commission accepted the report for advice.

Report on Annual Performance Review Meeting with First Eagle Investment
Management

Acting Chairman Lord introduced the item. Secretary Cloud stated that the reports
were self-explanatory. He asked if there were any questions, there were none.,

Acting Chairman Lord noted that upcoming meetings were set with Prudential for
Wednesday, February 13, 2013 and with Eagle Capital for Tuesday, February 26,
2013.

The Commission accepted the report for advice,

MERF Update

Acting Chairman Lord introduced the item and asked Mr. Draghi to report to the
Commission. Mr. Draghi noted that, as of December 31, 2013, a number of items had
been completed, including finalizing contracts with securities litigation firms,
extending the contract for proxy voting servicing and extending the BNYM contract
until June 30, 2013 in order to allow for a possible search. Mr. Draghi also noted that
the MERF had closed on its commitment to Pegasus Fund V on December 21, 2012
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and funded a $2 million capital call, representing more than one third of the MERF's
commitment to the fund. Mr, Draghi noted that the pacing of Pegasus investments
was proceeding very well. He then reiterated that the initial funding to the
Cornerstone core real estate fund had been made and that most of this $12 million
commitment might be funded by the end of June 2013. Regarding the Heitman real
estate fund, Mr, Draghi stated that the contract had been finalized but that none of
the $10 million MERF commitment would be called before April 1, 2013 and that it
was possible that the balance of funding might not occur before December 31, 2013,
subject to deal flow. Mr. Draghi concluded by noting that, regarding the MERF's
commitment to the TA Associates value-add fund, the next step toward finalization
would be the receipt of input from the MERF's outside counsel on the fund
documents.

Acting Chairman Lord then asked Mr. Draghi to address the long duration fixed
income agenda item. Mr, Draghi stated that the long duration fixed income
investment allocations managed by PIMCO and SSgA represented approximately
9% of the MERF and entailed potential risks due to the current historically low
interest rate environment and the likelihood of interest rates rising in the future. As
such, Mr. Draghi noted that the MERF was investigating various options (e.g., lower
duration, modified manager guidelines) to reduce this risk, recognizing that
significant changes in interest rates would likely happen over time.

The Commission accepted the report for advice.

VI. Other Business

Acting Chairman Lord introduced the item. Secretary Cloud informed the
Commission of personnel changes at ING, a small capitalization growth manager for
the MERF, which impacted the MERF's main client relations contact, Mr. Arnold
West, as well as another individual who was serving as an investment analyst.
Secretary Cloud stated that he expected to speak with a representative of ING in
order to learn more about the situation and that NEPC would also be asked to assist
by reviewing the matter.

Secretary Cloud then informed the Commission that staff had reviewed the portfolio
to determine the extent of any direct MERF investments in companies that
manufacture firearms. He then asked Mr. Moore to report. Mr. Moore reported
that, so far, the only direct firearms investment in the MERF’s portfolio was a small
holding via ING, that amounted to less than one-half of 1% of the $16 million ING
portfolio. Secretary Cloud stated that the MERF was considering what course of
action the MERF should take to express its concern regarding the matter,
Commissioner Goldman noted a recent editorial discussing the divestment of
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firearms holdings and a pension fund’s fiduciary duty. Mr, Moseley commented
that many NEPC clients were also gathering information on the matter. Discussion
ensued.

Secretary Cloud distributed a Pew Research report on the funding status of pension
funds sponsored by major U.S. cities. Secretary Cloud noted that, had the City of
Hartford been included, the MERF would have ranked in the top 10, based on its
83% funded status. Discussion ensued.

Employee Representative Marc Nelson informed the Commission that city tax
collections for the current fiscal year levy were ahead of the previous year’s budget.
Discussion ensued.

Secretary Cloud concluded by informing the Commission that the Treasurer’s office

was developing a new and improved website, and that he would provide updates to
the Commission periodically. Discussion ensued.

There being no further business, Acting Chairman Lord adjourned the meeting,

Adam M. Cloud, Secretary
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CITY OF HARTFORD
PENSION COMMISSION

- MEMORANDUM —

To: Pension Commission
(AL~

From: Adam M. Cloud, Secretary
Date: Februaty 14, 2013
Subject: Status of MERF Portfolio as of January 31, 2013

Enclosed for your review is the MERF portfolio report for the month of January 2013,



PENSION INVESTMENTS:
AGENDA ITEM 11

~ INTEROFFICE MEMORANDUM

TO: Adam M. Cloud, City Treasurer
Carmen [. Sierra, Assistant City Treasurer

FaFr
FROM: Gary B. Draghi, Director of Investments /.~ y@f?}
P. Wayne Moore, Assistant Director of Investiments /M

J. Sean Antoine, Principal Administrative Analyst 1 ;f;_:j i
— | —

DATE: February 15, 2013

SUBJECT: Status of MERF Investment Portfolio as of January 31, 2013

At January 31, 2013, the market value of the MERF's investment portfolio approximated $978.2 million dollars. The
portfolio generated a 1.5% return net of fees for the month (see attached), underperforming the MERF policy
benchmark return of 1.9%, by 40 basis points.

Investment returns, net of fees, for the various asset classes and their benchmarks were as follows:

MNet
Assets Allocation % Portfolio Benchmark Return

(EMillions) Actual (B)  Policy Returns Returns Variance
Alternatives 719 7.4% 17.0% 0.0% 5.5% -5.5%
Equity 437.8 44.8% 37.0% 4.1% 4.9% -0.8%
Fixed Income 397.7 40.7% 38.0% -1.0% -1.2% 0.2%
GTAA 48,9 5.0% 5.0% 2.7% 2.6% 0.1%
Other 0.0 0.0% 3.0% 0.0% 0.0% 0.0%
Cash (A) 21.8 2.2% 0.0% 0.0% 0.0% 0.0%
Total Portfolio 978.2 100.0%  100.0% 1.5% 1.9% -0.4%:

Note: Differences due to rounding

(A) Includes Benefit Payment Fund with a balance approximating $18.7 million.
{B) The MERF is transitioning its investment allocation to conform to the policy allocation targets adopted in July, 2011. The MERF anticipates
that it will take approximately 2 years to complete this process.

UPDATED INFORMATION

The period from February 1 to February 14, 2013 was positive for domestic equities, as the
Russell 3000 Index experienced a 1.79% return. The small capitalization sector was
outperforming both the large and medium capitalization sectors for the period. Through
February 14t value was outperforming growth across all cap sectors (see enclosed copy of the
Russell Investment Group’s report entitled “Russell U.S. Indexes Daily Total Returns”).

1 of2



The period from February 1 to February 14, 2013 was positive for developed global equities
markets as the Russell Global Index experienced a 0.6% return. Emerging Markets experienced
negative returns as the Russell Emerging Markets Index returned (0.2%) for the same period
(see enclosed copies of Russell Investment Group reports).

I\Treosury\Dept\Investments ~ Reports\FYE 2013 ReportsiMenthly \MERF_Jonuary_31_2013.doc
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Domestic Equity
Rusself 3000 index
U8 Equity Policy-Cap Based :1]

Domestic Equity Active
Public Equity Active
Alternatives
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City of Hartford MERF
Net of Fees - Preliminary
Performance Page
Period Ending January 31, 2013

Annualized
% of
Market Total ] Fiscal Inception Incept
Value Fund  January Months YTD 1 Year 3 Years & Years 7 Years 10 Years to Date Date
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Name
Policy Benchmark

Total Plan Wgtd Benchmark
Policy-Capitalization Based

CPI plus 3.5%
Liquidity Policy

Asset Allocation Fund

Asset Allocation Benchmark

Comb Equity Wgtd Benchmark
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Russell Global ex U.S. Equity [ndex

Custem Fixed Benchenark

Comb Fixed Wygtd Benchmark
US Treasury 3 Month T-bills

City of Hartford MERF
Footnotes
Performance Page
Period Ending January 31, 2013

Footnote

January 2012 to Current: 16% Russell 3000, 12% Russell Global EX US, 10% BC Aggregate, 10% BC GOVT/Credit
Long, 9% MSCI Emerging Markets {(NET), 7% Russell 3000 + 300 bps, 5% JPM EMB! Global, 5% BC Glebal [nflation
Linked - US TIPS, 5% NCREIF Properly Index, 5% HFRI FOF, 5% 60 MSCI World/40 Citi WGB, 4% BC Global
Aggregate, 4% Citigroup High Yield, 3% S&P GSCI Commodity Index.

QOctober 2007 to December 20711: 48.5% Custom Fixed Benchmark, 25% Russell 3000, 25% Russell Global ex-US
Equity Index, 1.5% 90 Day T-Bills.

Prior to Cctober 2007: 33% Russell 3000, 45% Barclays Capital Aggregate, 17% FTSE World Europe & Pacific, 3%
Citigroup WGBI Non-US, 2% Merrill Lynch Treasury 91 day.

Weighted average calculation using actual asset allocation percentages and benchmark index returns.
10% FTSE World Euro and Pacific, 40% Barclays Capital Aggregate, 40.625% Russell 1000, 9.375% Russell 2000.

CPI data reported with one month lag.

October 2007 to Current: 48.5% Custom Fixed Benchmark, 25% Russell 3000, 25% Russell Global ex-US Equity
Index, 1.5% 90 Day T-Bills. Prior to October 2007: 35% Russell 3000, 17% MSCI] EAFE, 45% Barclays Capital
Aggregate, 3% Citigroup World Gov't Bond Index.

Comprised of MERF passive portfolios.

50% MSCI ACWI Investible Mkt Index, 50% Citigroup World Gov't Bond Index

Weighted average calculation using actual asset allocation percentages and benchmark index returns.
81.25% Russell 1000, 18.75% Russell 2000,

From October 2007 to Current: Russell Global Ex-US Equity Index. Prior to Cclober 2007: FTSE All World Europe
Pacific Index.

From January 2012 to Current: 26,32% Barclays Capital Long Govt/Credit Index, 26.32% Barclays Capital Aggregate
Index, 13.16% Barclays Capital US TIPS Index, 10.53% Barclays Capital Global Aggregate Un-Hedged Index, 13.16%
JPMorgan EMBI Global Index, 10.53% Citigroup High Yield [ndex.

From Qctober 2007 to December 2011: 31% Barclays Capital Long Gewvt/Credit Index, 20.6% Barclays Capital
Aggregate Index, 20.8% Barclays Capital US TIPS Index, 12.4% Barclays Capital Global Aggregate Un-Hedged Index,
10.3% JPMorgan EMBI Global Index, 5.1% Citigroup High Yield Index.

Weighted average calculation using actual asset zllocation percentages and benchmark index returns,
October 2007 to Current: US Treasury 3 Month T-bills. Prior to October 2007: Merrill Lynch Treasury 91 Day.
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Global Equity
S8GA ACWA Invest Mkt Index AAF
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Domestic Equity
Rusself 3000 index
US Equity Policy-Cap Based

Domestic Equity Active
Russefl 3000 Index

Public Equity Active
Rusself 3000 index

Atlanta Capital Mgmt Large Cap Growth
Russelt 1000 Growth

Eagle Capital Managsment Large Cap Value
Rusself 1000 Vafue

ING Investment Management Small Cap Growth
Russell 2000 Growth Index

SouthernSun Asset Management
Russell 2500 Value Index

Alternatives

ALTERNATIVES - CORP
ARES Corp, Opportunity Fund
ARES Corp. Cpportunity Fund 1l
ARES Corp, Cpportunity Fund I
ARES Corp. Cpportunity Fund IV
Fairview Venturas 1l
Landmark Prinrs X! Private Equity
Landmark Prtrrs X1l Private Equity
Landmark Prinrs XIV Private Equity
Lexingtan Capital Partners
Lexington Copital Partners Vi
Lexington Capital Parthers VIl
Patish Capital
Parish Capital Fung Il LP
Pegasus [nvestment Partners LP
Smith Whilay & Pelham [l
Vista Equity Partners IV
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City of Hartford MERF
Net of Fees - Pretiminary
Performance Page

Period Ending January 31, 2013

Annualized
Market 9% of Total 3 Inception Incept
Value Fund January Months Fiscal YTD 1 Year 3 Years 5 Years 7 Years 10 Years  to Date Date
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ALTERNATIVES - R.E.
Cornerstone Patriot Fund
New Boston Urban Strategy Amer Fund
36 Edwards St., Hartford
NCREIF Property(iqirfArears)

International Equity
Russel! Giobal ex U.S. Equity Index 8

Intl Equity Developed Mkts

Intl Developed Markets Active
MSCI EAFE Composite
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Intl Emerging Active
Mondrian Inv Partners - EME
Paremetric EV
MSCI Emerging Net Dividend

Total Global Asset Allocation
Wellington Management Ce LLP
Blackrock Global Allocation Fd

50 MEC! World 40 Citr WGB!

City of Hartford MERF
Net of Fees - Preliminary

Performance Page
Period Endin n 1
eriod Ending January 31, 2013 Annualized
Market % of Total 3 Inception Incept.
Value Fund January Moenths Fiscal YTD 1 Year 3 Years 5 Years 7 Years 10 Years  to Date Date
£7.4 0.8 % 0.0 % (7.2) % 38 % 107 % B6 % (5.6} % 7% (5.6) % (5.8) %  7/21/1998
20 o4 o = . = = = — — 0.0 173172013
52 0.3 2.0 (78 3.8 115 72 (10,8) - . {10.2) 1/31/2007
o2 oo [+l oo o oo o 0. oo 0.0 2.1y 713171898
&0 23 s L e — =t — — 74311998
1925 197 T 77 145 14.2 8.0 1.4 a7 0.7 5.1 9/30/1497
4.2 RE 185 14.5 ) o8 ar 106 4.7 743141599
132.0 13.5 28 73 138 15.4 53 1.7 = - 1.2 2i28/2007
1320 13.5 23 7.2 139 154 93 21 5 10.3 54 6/30/1989
3 1.2 204 7e T4 .3 26 ar 42 6/30/1999
80,0 g1 2.4 63 127 11.4 10,0 5.8 7.3 14.2 147 10/31/2002
53 11.3 209 7.3 50 [k 2 133 13.3 1312052
2.0 T4 33 BT 180 184 20 36 —_ — A0 5/3172006
53 11.3 200 17.3 58 .8 B — 1.0 5/31/2006
E0.5 6.2 24 ES 16,2 B0 T4 10.2) 53 15.8 92 4130/2000
247 a5 5 B9 1B8.1 - — —_ — — 2.5 63072012
35.8 37 23 B2 150 B - - - - 132 813072012
1.4 T 153 T 71 20 i 6.7 128 1/31/2001
48.9 5.0 T 52 10.2 - - - - - b 430/2012
4.5 25 28 5.4 114 —_ — — — -— .7 413072012
24,4 25 7 50 54 - = w2 s - 71 473072012
26 41 E& = — — is — 53 4502012



City of Hartford MERF
Net of Fees - Preliminary
Performance Page
Period Ending January 31, 2013

Annualized
Market % of Total 3 Inception  Incept
Value Fund January Months Fiscal YTD 1 Year 3 Years 5 Years 7 Years 10 Years  to Date Date
Total Fixed iIncome §$297.7 407 % {1.0) % {0.2) % 40 % 6.6 % 8.4 % 71 % 7.0 % 6.3 % 6.8 % 7311997
Customn Fixed Benchmark iz 7.2 0.7} 35 [ G 74 - - a1 17312007
Barclays Capital Aggregate Bond L] (k] 1 25 54 5.4 58 51 6.7 773171997
Comb Fixed Income Watd Bmk 3 ] =81} 1.3 a2 LA Bt T il L3 8/30/2004
US Core/Core Plus 1067 108 [0.4) (oo 23 &4 58 4.5 49 4.2 58 TI3Me96
Barclays Capital Aggregate Bond a7 o7 4 26 S4 54 58 51 5.0 12/31/1956
US Core/Core Plus Fixed Income Active B3 T.0 (D4} a1 32 57 BB 52 52 4.3 &0 713111996
AETNA (AD) GICS 0.6 a1 03 1.1 24 38 &7 5.2 5.4 &2 B3 B/31/11996
Barclays Capital Aggregate Bond [Leied) 0T} 7.9 26 54 g 58 571 &8 1203141866
Columbia Asset Managemant Co. a9 a1 5 58 19.1 26 146 85 T 6.4 T2 1731119882
Barclays Capital Aggregate Bond 271 o7} 19 26 54 L ¥ BT &6 12/31/1996
HIMCO Core Plus Fixed Income B5.9 68 (O} a1 &0 55 B4 80 5,9 35 58 10/31/2002
Barclays Capital Aggregate Bond i o7 7 28 54 5.4 58 g 51 10/31/2002
US CoreiCore Plus Passive 384 19 (0.4} 0.2} [iF:] 1.6 36 -1 ar 16 48 513111958
Barclays Capital Aggregate Bond f0.7) 0.7} 1.9 26 54 54 58 51 585 5/31/1998
S8GA1-3YR AAF 15.4 1.6 oo a1 03 0.2 ] — — —_ 1.2 3/31/2008
BC .8, Govt Treasury 1-3 Yeor index 0o a1 03 i} 1.2 — —_ — i 3/31/2008
SSGA Barclays Agg. IDX AAF 230 24 (0T} o7 1.1 25 — - - - 51 53172011
Barclays Capital Aggregate Bond o7 (0.7} iq 28 - - - — 55 BA12071
Total Long Buration BET 58 (26} {22) os L | 11.6 —_ - —_ 1.3 2/31/2008
Barclays Capital Long Govt/Credit far) (3.4} 0.8 4.5 1.8 — — - 55 33172008
Long Duration Active TER s (2.5} {313 1.5 BB 1.6 -_ — —_ {20 6/20/2008
PIMCO Long Curaticn Fixed 788 7e (2.5} =1 1.5 56 12.0 —_ —_ —_ 11.2 BI30/2008
Barclays Cagital Long Govt/Cracit 27 a4 o8 4.5 1.8 — - - TOLE 6/30/2008
Long Duration Passive 8.9 &9 1LE) 4.2 1) {33} 119 _ —_ - 2.2 3131/2008
SSGA LONG TREAS AAF B ik ] {3.8) 4.2) 4.1y |au}] 1.8 — =i L - B 3131/2008
Barglays Capital Long Govt/Credit (27} (5.4) ik} 4.5 1.8 — - - 2E 33172008
Global Fixed 328 33 {1.7) {2.5) 0.4} 1.1 3.4 LB — —_ B2 2/2812007
Barclays Capital Aggregate Global Un-Hedged [0 [1.2) 1.8 1.7 a7 4.7 — — .1 2/28/2007
Global Fixed - Active 328 3.3 {1.7) [2.5) 0.1} {0.4) 40 EE - - 7.0 2/28/2007
Mondrian 326 33 1. 2.5 01y 0.4) 4.0 —_ — - 4.4 10/21/1999

Barciay's Global Agg. Bord-Unbedged 0.8 1.8 1.8 1.7 AT — - — ar TI20T0



City of Hartford MERF
Net of Fees - Preliminary
Performance Page
Period Ending January 31, 2013

Annualized
Market 9% of Total 3 Inception Incept
Value Fund January Months Fiseal YTD 1 Year 3 Years 5 Years 7 Years 10 Years o Date Date

Inflation Linked Bonds Active $54.6 56 % {0.5) % (0.5) % 28 % 47 % 83 % 53 % - - 7.0 % 2/2B/2007
Barclays Capitel Treasury US TIPS Index (&7 061 21 3.8 B1 afr [ -— a3 4/30/2005
Brown Brothers Harriman & Co. TIPS 54.8 56 [Qus] (0LE} 28 4.7 B3 63 BB — 8.3 43072005
Barclays Gitl Inv. World Gov inflaticn-Linked All Matunities Index et 1.8 4.4 4.4 7.3 — - _— A8 &/30/2008
Emerging Mkts Debt Active T53 7T (DB} 20 120 184 13.5 113 -_— — 105 2/28/2007
Prudential Emerging Markets Debt 5.3 Lo (D8] 20 120 18.4 135 113 104 —_ 112 8/31/2005
JEM Emerging Mkt Bond Gloha! (7.4 10 BT 4.8 123 ng 2.4 —_ a7 8/3172065
High Yield 7 4.4 15:3 28 BT a8 - - - — T 7/3172010
Shenkman Capttal 427 4.4 oe 28 BT 9B - — — —an 87 712112010
Citigroup High Yield Market index 1.3 36 B9 T34 — — — — 124 73172010
Cash - Active 14 28 A 3 1K} o o1 0.z o4 12 23 22 T TIZMeGT

2.8 12/37/1996

=
~

U.8. Troasury 3 Month T-bills {#5) oo oo od o1 o4 o4 1.6



City of Hartford Municipal Employees Retirement Fund

Ending January 31, 2013 Inception
M : ‘s Fiscal . :
arket Valug % of 1 Mo IMo VD 1Y 3¥rs 5rs Return Since
§) Pooo (K (8 ey ) () R (%)
Somgaie: W e R 878,237,705 100 18 40 82 | W1 98 &k | &Y damee
Policy Index 240 43 9.1 140.3 10.4 a4 - Jan-86
Allocation index 2.2 44 9.5 10.9 8.2 50 - Jan-86
Total Equity Composite 437,831,505 448 42 85 148 15.8 = = 148  Sep-10
50% Rusself 3000 / 50% Rusself Global ex (S 48 &7 15,6 158 71.4 a7 144  Sep-10
Global Equity Composite 80,754,850 8.3 4.8 8.8 mwp.m 15.5 10.7 - 158  Apr-0%
MSC! ACWI 46 &3 15.0 14.8 8.8 1.5 164  Apr08
SS8gA MSCI ACWI 80,754,880 53 45 8.8 15,6 155 10.7 = 158  AprdE
MSCI ACW! 4.6 &2 15.0 14.8 8.8 1.5 18.4 Apr-(2
Domestic Equity Composite 164,611,258 16.8 55 a1 13.8 16.6 16.0 81 74  Augls
Rusself 3000 &5 7.6 12.3 16.5 14.5 4.4 .8 Aug-58
Atlanta Capital Large Growth 65,803,518 8.7 44 B.1 11.8 152 14,1 54 3T Mapas
Russell 1000 Growth 4.3 a0 8.2 134 14.5 57 1.3 May-59
Eagle Capital Large Value 58,306,745 6.0 L 7.8 13.2 178 174 74 103 Cet03
Rusself 1000 Value 6.5 a7 15.2 206 14.2 27 72 Oct03
Southemsun SMID Value 23,941,249 24 6.3 14.0 22.1 17.1 - - 224 Bep-10
Russell 2500 Value 6.8 1.7 177 205 16.4 6.7 185  Sep-10
ING Small Growth 16,469,745 1.7 28 10,8 - - - - 100 Aug12
Russell 2000 Growth 6.6 10.5 12.2 13.6 17.0 6.4 142 Aug-12

Allocation Index: Weighted average calculation using actual asset allocation percentages and benchmark index returns.

Policy Index: NEPC Allocation effective October 2011: 16% Russell 3000, 12% Russell Global ex-US Equity, 10% Barclays Capital Aggregate, 9% MSCI
Emerging Markets, 4% Barclays Capital Aggregate Global, 10% BC Gob/Credit Long, 5% JPM EMRBI Global, 4% Citigroup HY, 5% BC Global Inflation Linked:
US TIPS, 5% NCREIF Property Index, 7% Russell 3000 + 300 bps, 5% HFRI Fund of Funds, 5% 60 MSCI World/40 Citi WGBI, 3% S&P GSCI Commeodity
October 2007 - September 2011: 48.5% Custom Fixed Benchmark, 25% Russell 3000, 25% Russell Global ex-US Equity Index, 1.5% 90 Day T-Bills Prior to
October 2007: 33% Russell 3000, 45% Barclays Capital Aggregate, 17% FTSE World Europe & Pacific, 3% Citigroup WGBI Non-US, 2% Merrill Lynch
Treasury 91 T-Bill

CPI + 3.5% is not available for January.

= u NEPC,LLC January 31, 2013



City of Hartford Municipal Employees Retirement Fund

s o e T e e

Market Value
()
International Equity Composite 182,465,357
Russell Global ex US
Walter Scott Large Growth 71,870,535
MSCI EAFE
First Eagle All Cap Value 80,031,871
MSCI EAFE
Eaton Vance Emerging Markets 35,766,918
MSCI Emerging Markets
Mondrian Emerging Markets 24,696,008
MSCI Emerging Markets
SS5gA Emerging Markets i
Global Asset Allocation Composite 48,886,810
B60% MSCI World (Net} / 40% CIT! WGB!
Blackrock Global Allocation 24,421 940
BfackRock Custorn Index
Wellingten Opportunistic 24 464 870

65% MSCI ACWI (Net) / 35% BC Agg

% of
Portfolio
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Ending January 31, 2013

3 Mo
(%)

7a
2.8
5.2
113
6.5
11.3
85
T
8.2
T

3
41
50
4.2
5.8

a7

Fiscal
¥TD
(%}
15.2
16.8
166
200
13.2
20.0
1587
15.3
184
153

104
0.8
94
a7

15

00

Russell Global ex US: Return history is not available until July 2001 so performance since inception is not available.

SSgA Emerging Markets: Account was liquidated so performance is not applicable.
Blackrock Custom Index: 36% S&P 500, 24% FTSE Developed World ex-US, 24% BofA ML US 5-7 Yr Treasury, 16% Citi Non-US WGBI

1%r
(%)
153
14.5
185
173
123
17.3

Fi

i

a0
100

10.6

I¥rs
(%)

83
ar
100
6.9
10.8
g8

7.2

i

8.0
2.4

8.7

5Yrs

%)
23
0.8
47

-0.8
65

0.8
20

20

30
41

34

Inception
mﬂ_m.ﬁ Since
6.6 Sep-87
- Zepdy
51 May0s
1.0 Mayd6
155 Oct02
81  Celdz
187 Jun-12
153 Jun-12
184 June12
153 Jun-12
71  ApriZ
a0 Apr12
.1 Apr-12
85  Apr12
8.2 Apr-12
T3 Apei2

NEPC,LLC

January 31, 2013



City of Hartford Municipal Employees Retirement Fund

Ending January 31, 2013 Inception

Market Value %of 1Mo  3Mo Tﬁnw 1Y 3¥s 5Yis  Rewm o

()  Portfolio ] (% ; (%) (%) (%) (%) {56} _
Total Fixed Income Composite 387,745,605 40.7 0.8 0.3 4.2 7.0 &7 74 70 Jul-87
Custom Fixed Benchmark -1.3 -1.3 2.5 51 &8 7.2 - JuHgy
Domestic Fixed Income Composite 289,704,134 246 0.8 0.6 28 5.6 - - 7.5 Sep-tl
Domestic Fixed Income Allocation index -0 -0.8 23 4.5 - - 76 Sep-10
Barclays Aggregate 07 0.7 144 26 5.4 54 41  Zep-10
Hartford Investment Core Plus Fixed 66,893,245 6.8 0.4 0.2 32 5.8 6.8 6.3 58 Q02
Barclays Aggregate 0.7 0.7 1.1 26 54 54 1 Qct02
Aetna GICS 553,330 0.1 0.5 1.6 35 58 83 76 BB AugOB
Barclays Aggregate 07 0.7 Y| 2.6 5.4 o4 62  Aug-98
Columbia Core Plus Fixed 866,315 01 23 5.5 194 253 15.0 2.9 T4 JanB2
Barclays Aggregate 0.7 Q.7 1.1 26 54 54 83 Jan-82
SSpA Barclays Aggregate Index 23010757 24 0.7 .7 12 25 - - 51  May-11
Barclays Aggregate 07 0.7 1.1 26 5.4 54 55 May-11
33gA US 1-3 Treasury Index 15,353,663 1.6 0.0 0.1 0.3 03 1.2 - 12 Mar-08
Barclays 1-3 YR TREASURY 0.0 0.1 0.3 0.3 1.2 2.0 1.8  Mar08
PIMCOQ Long Duration Fixed 76,818,311 7.5 25 -3.1 1.6 54 12.2 - 115 Jun08
Barclays LT Govi/Credit 27 -3.4 0.8 4.5 11.8 2.3 106 JunOB
$SgA Leng US Treasury Index 8,928,462 0.9 3.8 4.2 4.0 04 121 - BE  Mer0B
Barclays LT Govt/Credit 2.7 -34 0.8 45 11.8 83 36  Mar08
Shenkman Capital High Yield Fixed 42,705,330 44 0.8 23 7.1 104 - - 83 Jul10
Citigroup High Yield Market Index 13 36 B4 134 11.6 0.4 124 Jul10
Brown Bros-Harriman Global TIPS 54,574,721 5.6 0.8 0.5 27 4.6 B.4 6.4 64 Apr5
Barclays US TIPS 07 0.8 21 38 1 6.1 63  Apr05

Custom Fixed Benchmark: 26.3% Barclays Gov/Credit Long, 26.3% Barclays Aggregate Bond, 10.5% Barclays Global Aggregate, 13.2% JPM EMEBI Global
Index, 13.2% Barclays Global Inflation-Linked, 10.5% Citi High Yield
Domestic Fixed Income Allocation Index: Weighted average calculation using actual asset allocation percentages and benchmark index returns.

=

= NEPC,LLC January 31, 2013




City of Hartford Municipal Employees Retirement Fund

Ending January 31, 2013 Inception
Market Value % of 1 Mo I Mo m,w.nﬁw_ 1¥r 3Yrs 5Yrs Retumn Since
§ Potolo (R (6) ey A B R ()
International Fixed Income Composite 108,045,471 11.0 -1.0 07 8.6 11.1 - - 82 Sep-10
international Fixed Income Aliocation Index 1.3 0.3 6.5 87 - - TE  Sep-10
Berciays Global Aggregate -0.9 1.2 1.8 1.7 47 47 41 Sep-10
Prudential Emerging Mkt Debt 75,280,952 T .7 2.1 124 19.1 142 120 11.9  Augds
JPM EMBI Global Diversified -1.3 &5 &2 14.1 11.6 4.6 G4 Aug05
Mendrian Global Fixed Income 32,764,457 33 = P 24 e 0.7 45 6.3 78  Oct-84
Barclays Global Aggregate 0.9 -1.2 1.8 LT 47 4.7 58 Oct8s
S8gA Passive World Gov't 22 0.0
Total Alternatives Composite 71,921,349 [ 0.0 21 85 120 14.6 28 84 Feb-(7
Russell 3000 + 3% S 8.4 14.3 20.4 8.0 Fiti 62  Feb07
Private Equity Composite 54,547,571 6.5 0.0 Y 88 12.1 15.0 65 130 Dec02
Rusself 3000 + 3% 57 8.4 14.3 20.4 8.0 7.6 107 Dec-02
MERF - Ares Fund [l 2,387,227 nz na i 26.0 7.5 304 249 187 Apr0B
Russell 3000 + 3% &7 8.4 143 204 18.0 7.6 7.8 Aprdf
Lexington Capital Partnars 2,274,041 02 00 0.3 24 -1 T 30 145  Dec02
Russell 3000 + 3% &7 &4 14.3 204 18.0 7.6 10.7  Dec-02
Landmark Equity Partners X 1,875,168 0.2 0.0 28 3.6 23 131 -1.8 A3 May03
Rusself 3000 + 3% 57 &4 143 204 18.0 P 1.2 Mapi2
Ares Corporate Cpportunity Fund 2,423,833 0.2 0.0 183 ®T 75 133 T4 145  Feb.05
Russell 3000 + 3% &7 a4 743 204 18.0 7.6 88  Febl5
Parish Capital 3,238,014 0.3 0.0 -4 7.0 14.7 12.3 74 20 ApelS
Russeff 3000 + 3% & B4 143 204 180 7.6 &8  Ape05
Lexington Capital Partrers VI-B 6,301,006 0B 0.0 23 [ 10.1 135 40 5.1 Jukl6
Russell 3000+ 3% &7 a4 14.3 204 Ta.0 7.6 a1 Jul-06

International Fixed Income Allocation Index: Weighted average calculation using actual asset allocation percentages and benchmark index returns.
SSgA Passive World Gov't: Account was liquidated so performance is not applicable.

NEPC,LLC January 31, 2013




City of Hartford Municipal Employees Retirement Fund

Essthce T o P R e

Ending January 31, 2013 Inception
Market Value %of 1Mo BMo oA 4Yr 3V 5V Rem o
(S}  Portiolio {%) (%) (%) {%) (%) (%) (%)

Landmark Equity Partners XIII 5,155,548 115] 0.0 25 5.7 2.4 12.3 35 5.1  Augl8
Russell 3000 + 3% 57 a4 14.2 204 18.0 7.8 82  Aug-0f
Parish Capital 11 7.915,004 ] no 0.5 20 -1.8 10.5 1.4 04  Mayl7
Russell 3000 + 3% 57 84 14.3 204 18.0 7.8 58  May07
Fairview Ventures [l 7,808,188 (KR Lo 1.6 8.2 13.8 11.6 18 0.7 Jul07
Russell 3000 + 3% ar &4 14.3 20.4 18.0 7.6 5.5 ST
Ares Corporate Oppertunity Fund [l 4,680,580 0.5 0.0 75 218 3.2 270 - 218 Jul0B
Russell 3000 + 3% a7 6.4 4.3 20.4 18.0 7.5 8.3 Julg
Landmark Equity Partners Fund XIV 5,298,758 05 0.0 33 £.1 7.6 213 - 155  DecDB
Russell 3000 + 3% 57 8.4 14.3 204 18.0 76 201 Dec-08
Smith Whiley & Co Pelham Il Fund 2,992,264 0.3 0.0 1.2 21 £.9 97 = 85  Jan{®
Russell 3000 + 3% &7 g4 143 204 18.0 il ] 19.5  Jan-09
Lexington Capital Partners VIl 5,602,227 0.6 0.0 45 125 14.4 2.7 - 217 DecS
Russeill 3000 + 3% 57 84 143 204 18.0 T.6 168  Dec-09
Vista Equity Partners IV 3,361,018 0.3 0.0 0.4 5.6 - - - 58 Mar12
Russell 3000 + 3% A 84 143 204 18.0 7.6 152 Mar12
Ares Corperate Opportunity Fund 1V 302,563 oo 0.0 0.0 - - - = 00 Qct12
Russell 300G + 3% 57 a4 743 204 16.0 7.6 84 Qct-12
Pegasus Capital 2,543,209 03 0.0 - - - - - 00 Jan-13
Russell 3000 + 3% &7 84 143 204 18.0 7.6 7 Jan-13

NEPC, LLC January 31, 2013
== =



City of Hartford Municipal Employees Retirement Fund

Real Estate Composite
NCREIF Property index
Comerstone
NCREIF Property Index
Real Estate - Land
NCREIF Property index
New Boston Urban Strategy Amer Fund
NCREIF Property Index
Cash & Cash Equivalents
91 Day T-Bifls
Cash
G1 Day T-Bills
Benefits Payment Fund
91 Day T-Bills
COM Transition Account - BP Fund
81 Day T-Bilis
MERF Passive Portfolios Composite
50% MSCI ANl Country World IM! {gross) / 50% Citigroup WGBI ex US

Market Value

(%)

7,373,679
3,860,000
190,000
3,223,879
21,848,436
3,172,642
18,673,140
2,654

126,047,724

% of
Portfolio

0.8
04
0.0
0.3
2.2

0.3

0o

131

1Mo
(%)

0.0
00
0.
0.0
0.4
0o
0.0
0.0
0.0
&
0.0
0.0
0.1
0o

23
1.8

Ending January 31, 2013

3IMo
(%)

7.2
2.5
25
0.0
25

-6
25
04
0.0
.0
0.0
0.1
oo

53
28

Fiscal
Y¥TD
(%)
36
48
48
0.0
445
38
44
0.1
oo
0.5
oo
03
oo

COH Transition Account - BP Fund: The account contains one security, DYNENGY, so performance is not applicable.

1¥r
(%)

10.7
10.5
10.5
0.4
0.5
115
05
02
4.1
1.1
)
04
0.1

a7
6.6

3¥rs
(%)

6.6
126
12.8

0.0
12.8

T.2
12.8

0.z

ot

0.6

a1

1.4

0.1

7.7

-

5Yrs
(%)

-5
21

21
0.0
21

-10.8
21
0.1
03
08
0.3
07
0.3

Inception
Retum :

(%) Since
=58 Jul-g8
ag Jul-g98
00 Jan-13
ag Jan-13
-1 Jul-28
8.4 Jut-58
102 Jan07
£2  Jan-07
03 Jul11
0.1 Ju1T
21 Jul-86
27 Jukgg
2.1 Oeot-86
27 Octg8
8.5  Apr-0%
125  Apr0%

NE
m‘m NEPC, LLC

January 31, 2013



. | Russell
Russell U.S. Indexes Daily Total Returns investmenis

In Percentages, Based on $US

Annualized Total Returns

Daily Total Returns Periods Ending Jan 31, 2013 Month Ending Jan 31, 2013
INDEX NAME Feb14,2013 MTD YTD Month  “SETH®®  y7p 402012 2012 1Year 3Years S5Years 10 Years
Broad-Market Indexes
Russell 3000® 0.10 el 7.37 5.49% 7.61 5.49 0.25 16.42 16.%0 14,60 4.44 B.53
Russell 3000® Growth 0.09 1.44 5.96 4.45 6.34 4.45 -1.19 15.21 13.44 14.79 5.79 B.43
Russell 3000® Value 12 2.11 870 €.465 g.81 6.46 1.65 17.55 20.32 14.35 2.94 8.48
Russell 3000® Defensive -0.03 1,12 6.69 5.50 6.10 5.50 -1.17 12.91 16.07 14.40 4.83 7.85
Russell 3000® Dynamic 0.23 2.42 B.02 5.47 .08 5.47 1.65 20,06 17.33 14,51 3.61 8.93
Russell 3000® Growth-Defensive 0.04 1.23 B.34 5.04 5.43 5.04 -1.03 12.95 14,12 14.16 6.51 7.82
Russell 3000® Value-Defensive -0.12 0.98 7.11 €.07 5.71 6.07 -1.34 12.89 18.53 14.67 3.09 7.96
Russell 3000® Growth-Dynamic 0.15 1.69 5,50 3.74 6.22 3.74 -1.38 18.21  12.34 15.78 4,88 .15
Russell 3000® Value-Dynamic 0.29 2.95 9.90 6.75 11.25 6.75 4.02 21,39 21.19 13.47 1.82 8.30
Russell 3000E™ (inception 6/27/05) 0.10 H..um 7.38 5.49 7.61 5.49 0.25 16.43 16.92 14.61 4,44
Large-Cap Indexes
Russell 1000® 0.08 LB 7.25 5.42 7.36 5.42 0.12 16.42 17.03 14.48 4,28 8.36
Russell 1000® Growth 0.06 1.36 5.71 4,29 6.00 4,29 -1.32 15.26 13.43 14.61 5.70 8.24
Russell 1000® Value 0.10 2.07 B8.70 6.50 8.65 6.50 1.52 17.51 20.58 14.30 2.70 8.32
Russell 1000® Defensive -0.05 1.04¢ 6,60 5.51 5.B4 5.51 -1.45 12.75 16.16 14.18 4.57 7.63
Russell 1000® Dynamic 0.21 2.39 7.856 5.34 8.86 5.34 1.67 20.21  17.47 14.49 3.44 8.79
Russell 1000® Growth-Defensive 0.02 1.17 B.23 5.01 6.18 5.01 -1.29 12,67 13,94 13.77 6.33 7.55
Russell 1000® Value-Defensive -0.14 0.8e 7.06 6.12 5.42 6.12 -1.66 12.88 19.00 14.65 2.88 7.80
Russell 1000® Growth-Dynamic 0.12 1.61 5.05 3.39 5.77 3.39 -1.36 18.76 12.49 15.92 4,89 9.07
Russell 1000® Value-Dynamic 0.28 2.94 9.92 6.78 11.17 6.78 4,02 21.25 21.26 13.37 1.54 8.12
Russell Top 200® 0.03 1.57 6.46 4.82 5.85 4.82 -1.00 16.04 16.53 13.46 3.46 7.16
Russell Top 200® Growth 0.07 1.31 4.50 3.54 4.29 3.54 -2.46 15.06 12.98 13.90 5.56 7.43
Russell Top 200® Value 0.00 1.82 8.01 6.08 7.39 6.08 .47 17.01  20.15 13.00 1.31 6.89
Russell Top 200® Defensive -0.09 0.87 6.42 5.50 5.58 5.50 -1.86 12.65 16.35 13.65 4.20 7.03
Russell Top 200® Dynamic 0.21 2.56 B.52 3.87 6.24 3.87 0.22 21.45 16.61 12.87 1,76 6.54
Russell Top 200® Growth-Defensive -0.01 105 6.12 5.01 5.94 5.01 -1.58 12.43 14.08 13.00 5.B5 6.96
Russell Top 200® Value-Defensive -0.19 0.66 6.78 6.08 L B .08 -2.19 12.89 19.20 14.48 2.43 7.35
Russell Top 200® Growth-Dynamic 0.21 .76 2.71 0.92 1.35 0.2 -4.02 20.87 10.86 16.31 4,91 B.17
Russell Top 200® Value-Dynamic 0.21 312 2.39 &.08 10.03 .08 3.64 22.13  21.14 10.96 -1.32 5.42
Russell Top 50® Mega Cap 0.12 1.52 5.89 4,10 3.82 4.10 -3.16 15.65 15.8% 12.66 3.18 6.27
Mid-Cap Indexes
Russell Midcap® 0.1% 2,11 %09 5.84 11.04 6.84 2.88 17.28 18.14 16.59 6.37 11.61
Russell Midcap® Growth 0.04 .50 7.75 6.17 10.48 6.17 1.69 15.81 14.863 16.78 6.22 11.09
Russell Midcap® Value 0.32 Zaoe 10.25 7.42 13=52 7.42 3.93 18.51 21.34 17.21 6.27 11.74

Russell Midcap® Defensive 0.12 1.98 7.57 5.52 7.23 5.52 073 13.09 15.20 17.20 722 10.51



Russell Midcap® Dynamic

Russell Midcap® Growth-Defensive
Russell Midcap® Value-Defensive
Russell Midcap® Growth-Dynamic
Russell Midcap® Value-Dynamic
Small-Cap Indexes

Russell 2000®

Russell 2000® Growth

Russell 2000® Value

Russell 2000@® Defensive

Russell 2000® Pynamic

Russell 2000® Growth-Defensive
Russell 2000® Value-Defensive
Russell 2000® Growth-Dynamic
Russell 2000® Value-Dynamic
Russell 2500™

Russell 2500™ Growth

Russell 2500™ Value

Russell 2500™ Defensive

Russell 2500™ Dynamic

Russell 2500™ Growth-Defensive
Russell 2500™ Value-befensive
Russell 2500™ Growth-Dynamic
Russell 2500™ Value-Dynamic
Russell Small Cap Completeness®
Russell Small Cap Completeness® Growth
Russell Small Cap Completeness® Value
Russell Microcap®

Russell Micrecap® Growth

Russell Micrecap® Value

0.21
0.13
0.11
0.00
G.37

0.35
D.41
0.30
0.25
0.&5
0.34
0.15
0.49
0.42
0.33
0.27
0.37
0.13
0.43
0.20
0.05
0.31
0.50
0.20
0.23
0.18
0.25
0.24
0.25

2.17
1.70
2.27
1.39
2,72

2.45
2.34
2.56
2.07
2.82
2.11
2.04
2.60
3.01
2.41
1.81
2.88
01
2.61
1.77
2.25
1.84
3.13
2.18
1.70
2.62
1.96
1.49
2.24

9.63
6.76
8.75
83.25
10.62

8.87
2.08
8.67
7.68
10.03
7.68
7.68
10.64
9.54
9.42
8.81
2.89
8.08
10.06
7.95
8.22
2.32
10.57
9.13
8.56
5.64
8.02
8.27
7.86

7.31
4.97
6.33
6.77
7.69

6.26
6.58
5.96
5.49
7.01
5.46
5.53
7.84
6.33
.84
6.87
6.81
5.95
F.27
6.07
5.84
7.35
7.21
2.80
.75
5.84
5.95
6.68
2.50

12.42
7.38
7.02

12.08

12.67

10.63
10.49
10.76
9.40
11.85
8.70
9.08
11.37
12.26
11.31
10.85
11.67
8.89
12.52
9.56
g.24
11.63
13.13
hip Rz
11.45
11.29
9.39
8.46
2.598

7.31
4.97
6.33
6.77
7.89

6.26
.58
5.96
5.4%
7.01
5.46
5.53
7.84
6.33
6.84
6.87
6.81
5.95
7.27
.07
5.84
7.35
7.21
.60
6.75
6.84
5.95
6.68
2.50

3.66
0.15
1.59
2.48
4.52

1.85
0.45
3.22
2.31
1.40
2.29
2.33
-1.56
4.01
3.10
1.78
4,14
2.14
3.57
2.21
2.07
1.52
5.03
3.05
2.14
3.90
0.04
-3.07
2.09

18.37
13.82
12.73
16.60
19.63

16.35
14.59
18.035
14.76
18.16
16.37
13.16
12.54
23.35
17.88
16.13
18.21
15.22
19.22
17.69
12.93
15.18
22.14
18.05
17.61
18.37
19.75
15.17
22.81

1B.36
13.25
18.12
15.02
20.98

15.47
13.63
17.2%
15.09
15.77
16.12
14.03
11.00
20.25
18.09
15.23
20.48
16.84
18.40
18.00
15.68
13.53
22.15
17.25
15.59
18.83
16.91
12.36
20.02

16.48
18.24
15.79
15.87
16.91

15.98
17.02
14.88
17.07
14.73
19.71
14.46
14,39
14.81
17.19
17.97
16.42
17.82
16.62
20.24
15.49
16.62
16.40
16.72
17.61
15.69
15.23
15.17
14.88

5.86
8.89
5.44
5.09
6.20

6.31
6.85
5.63
6.73
5.61
8.75
4.96
5.06
5.57
7.08
727
.70
7.39
6.75
9.19
5.84
6.30
E.75
6.59
6.92
6.10
4.29
4.63
3.63

12,10
11.47
2.36

10.86
12.84

10.70
10.81
10.45
10.47
10.78
11.86
9.30
10.00
11.24
11.52
11.53
11.27

11.34
11.57
10.89
9.17
8.69
8.55
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Russell Global Indexes Daily Total Returns

In Percentages, Based on $US

Index name

Global

Russell Global

Russell Gicbal Large Cap

Russell Global SMID

Russell Global Small Cap

Russell Global ex-US

Russell Global ex-US Large Cap
Russell Global ex-US Small Cap
Russell Global ex-North America
Russell Global ex-Japan

Russell Giobal ex-US ex-lapan
Russeli Global ex-UK

Russell Glabal ex-Canada

Russell Global ex-Australia

Russell World Cap

Russell Developed

Russell Developed Large Cap
Russell Developed Small Cap
Russell Developed ex-US

Russell Developed ex-US Large Cap
Russell Developed ex-US Small Cap
Russell Developed ex-North America

Russell Developed ex-North America Large Cap

Russell Developed ex-Japan

Russell Emerging Markets

Russell Emerging Markets Large Cap
Russell Emerging Markets Small Cap
Russell BRIC

Russell Global 1000™

Russell Global 1000™ ex-U.S.
Russell Global 2000™

Russell Global 2000™ ex-U.5.
Russell Global 3000™

Russell Global 3000 ex-U.S.

Asia Pacific

Russell Asia Pacific

Russell Asia Pacific ex-Japan

Russell Asia ex-Japan

Russell Greater China

Russell Greater China Large Cap
Russell Greater China Small Cap
Russell Developed Pacific Basin

Russell Developed Pacific Basin ex-lapan

Russell Emerging Asia
Russel! Australia High Dividend

Daily total returns
As of Feb 14, 2013

Prior day Current day MTD YTD

0.1 =0.1 & 5.4
0.1 0.1 0.5 5.3
0.2 0.1 1.1 61
0.1 0.1 1.1 641
0.2 -0.3 -0.4 3.7
0.2 -0.3 -0.6 3.6
.0 0.1 04 45
0.2 -0.3 0.5 3.9
0.3 -0.1 06 5.5
0.4 -0.3 -0.5 3.8
0.2 0.1 0.6 55
0.2 =0.1 0.6 55
0.1 =0.1 0.5 5.3
0.2 0.1 06 54
0.1 -0.1 7 6.0
0.1 -0.1 o6 59
0.0 0.0 1.3 6.8
0.0 0.4 -0,5 4.4
0.0 0.4 0.6 43
-0.2 0.2 02 5.0
0.0 -0.4 -0.6 4.7
0.1 =0.4 -0.7 4.6
0.2 -0.2 0.8 6.2
0.6 0.1 & Y LT
0.6 0.1 0.3 1.4
0.5 0.2 0.6 3.5
0.4 0.0 1.7 2.8
0.1 =0.2 04 52
0.2 -0.4 0.8 3.7
0.2 0.1 1.4 6.4
0.1 -0.1 0.7 47
0.1 -1 0.5 53
0.2 -0.3 0.6 3.8
-0.1 0.4 04 36
0.8 0.5 0. 38
0.6 0.4 0.2 23
0.0 0.7 -1.5 3.4
0.0 0.7 0.7 3.0
0.0 0.5 0.B 53
-0.5 0.4 0.5 4.8
1.0 0.7 1. 7.0
0.6 0.4 0.1 1.8
1.4 0.8 3.8 115

1 year

13.0
13.1
13.3
12.1
11.1
11.1
0.8
11.6
13.6
12.0
12.9
13.4
12.7
13.1
14.2
i4.4
12.6
13.1
13.3
11.1
14.1
14.1
15.1
5.5
4.7
10.2
0.3
13.2
11.5
13.2
12.5
13,2
11.6

8.8
12.4
8.5
9.4
9.9
7.4
11.4
20,8
7
27.7

Russell
Irvestments

Annualized total returns
As of Feb 14, 2013

3 years

114
11.3
13.0
12.0
8.6
8.4
9.8
8.6
12.1
9.4
11.4
11.6
11.3
11.5
11.9
11.8
12.8
8.7
8.5
10.0
a.6
8.6
12.8
8.5
8.3
9.5
3.5
10.9
8.0
13.0
10.9
11.1
8.3

8.3
11.2
9.7
7.5
8.3
3.9
8.0
14.8
9.1
15.0

5 years

2.6
2.5
4.8
38
0.7
0.5
2.1
0.6
3.0
1.0
2.8
2.7
2.5
2.7
2.8
2.7
4.1
0.4
0.2
1.5
0.2
.0
3.2
1.7
1.6
2.5
-1.7
2.0
0.0
4.3
2.9
2.2
0.3

1.8
3.8
2.9
2.7
an
1.4
1.5
6.2
2.4
6.3

10 years

10.3
10.0
13.5
13.0
11.7
11.3
14.2
11.5
10.7
14.8
10,3
10.1
10.1
10.0
e.7
2.5
12.0
10,6
10.4
12.8
10.3
10,1
10.1
17.4
17.5
17.5
21.6
9.1
10.5
13.3
14.%2
8.4
10.9

11.3
16.3
15.6
13.0
14.0
9.7

9.5

i7.1
15.8
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Conleresce BB LE a0 sas(  snyl o=l 9.2
Weekly Markets & Indicators U Of MI Consumer Sent.  1/31/2013) 738|734 75 75
Asof 1/31/2011 CPI AL Urban 12/31/2012) 230.28| 231.41) 227.033] 227.03
Kews & Comments Capacity UtiTization 12/31f2012 TAE|  TEA TeA 183
Home Prices(S&F G5} /4002012 145.82) 146.17) 13819] 13819
ADP/Payrolls 1a1/2013) 1w 134 aj 219
Fixed Income Indices LWL MTD| aTh WTDf LYR| 3YR| S¥A| 10YR
BE Agg -0.5%) 0.7%| 0.7%| 04| 26W| 55| 7.2%| 514
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MSCl Japan 5a04| 3A4% 17 | 3 TIW| dok| 4eB] 5 Change Versus
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SEP 500 141 14.5t 1359 1664] 225 249 &I 233 nfa) |5 ¥r Troaswny ogel 02 o7 oz o) o012 ois] 06| oaa
Russell 2000 L5} 3657 19.39 wfal  1E3]  zon| 273 170l mfa) fr0r Treasory 2o1] 1ye|l 1me| iwel 120 oaw| o0.26] 0.26| 022
MSCl EAFE [LLT 1333 13.60 Hfd| 153 ) 145 HEAL [ %0 ¥r Trepsury ¥ 295 295 295 2| od7] 02r] o0zrr) 028
MSCLEM 108 1246 1101 1333 1466 50| 203 pac ] MFA] [10¥r TIPS [Real Rate] 056 095 A5 TS| 03| 20| 009 019 025
LK 210| 1483 1823 183 197 o003 o2r 037 013
Alternative Benchmarks Leval|  Lagdate rATD OTo] YT 1¥R| YR 5YR| 10YR| [Germany 167 132 133 132 L33 00| 036 0150 -0.12
D1 UBS Cammaodity Index 142.1 1A% Pk 2Aam]| onaw| oM -1sH|  36M| [lapan o7l oral ar| o8| os¥| oos| oo oo oo
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Sources: Bloomberg, US Department of the Treasury, NEPC Research

Disckaimen:

®  \While NEPC has exercised reasonable professienal care in preparing this report, we cannot guarantee the accuracy of all source Information contained withn.
#  This Report may contafn confidential or proprietary information and may not be copied or redistributed.



INVESTMENTS:
AGENDA ITEM IV

CITY OF HARTFORD
PENSION COMMISSION
MEMORANDUM R
To: Pension Comtmission
f:/{.-/hf" o ™
From: Adam M. Cloud, Sectetaty
Date: Februaty 14, 2013
Subject: Update from the MERF’s General Investment Consultant

NEPC tepresentatives will attend the Pension Commission meeting on February 22, to discuss the MERF’s
December 31, 2012 Investment Performance Analysis report and its current capital markets assumptions.
Please see the enclosed materials which they will utilize in their presentation,



NEPC, LLC YO U DEMAND MORE. So do we.™™

Asset Class Assumptions and
Actions

February 2013

Kristin Finney-Cooke, CAIA, Senior Consultant
Doug Moseley, Partner
Richard Pszenny, CAIA, Senior Analyst




Background

After broad rally in 2012, opportunistic trades are less compelling
— Most markets have recovered from pull back in 2011

— Lack of good value across markets presents opportunity to revisit investment
objectives and confirm long-term strategic allocations

Forward-looking expectations are lower after 2012 market rally

— Performance in credit and US equity markets lowers 5-7 year expectations across
these asset categories

— Yieids remain low as do sovereign bond return expectations
-~ Non-US equities have high risk but also higher return expectations

30-year returns also lower for credit markets

— PBroad based credit spread compression and low sovereign vields reduce long-term
expectations for credit

— Equity asset classes less affected by rally and supported by higher inflation
expectation over 30 years

Macroeconomic themes continue to weigh on markets

mm
NEPC,LLC
=



Capital Market Observa

tions
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NEPC 2013 Capital Market Observations

+ Strong 2012 market returns lead to subdued expectations

— Without a fundamenta! shift in underlying economic drivers, favorable recent
performance “robs from the future” and lowers 5-7 year outlook across markets

— Markets have rallied based on policy announcements more than ecocnomic results
— Policy accommodation couid provide further tailwind to markets in near-term
« Valuation expansicn is unlikely to be a large driver on its own as few markets [ook cheap

- Potential for macro shock is elevated in the near term
— Stimulative monetary policy in developed world creates a deceptively calm backdrop

— US fiscal cliff, European misstep, China slow down, or Middle East confiict could send
shocks across markets

- Global growth outlook remains constrained as developed world lacks
political will to truly address debt burden

— Pressure for fiscal tightening (European austerity, US fiscal cliff) could neutralize
benefits of monetary stimulus

— Structural debt issues plus ancillary effects of money printing will extend deleveraging

- Seeds of inflation planted but not yet watered
—~ Money printing has led to asset price inflation instead of inflation in the real economy

— Monetary easing creatas long-term inflation threat, but muted credit growth limits
near-term inflation pressure

NE

NEPC, LLC
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Expected Returns Are Lower After Strong Performance in 2012

5.0% = USGDP Growth (Sy .plcm._‘
- Markets responded favorably in 2012 oo
to policy action, yet underlying 3.5%
building blocks remain subdued =
2.0%
+ Growth expectations across developed o
markets remain low (0-3%) 0.5%
0.0%

+ Yields are generally lower
— Sovereign yields shifted lower in 2012 18%
—  Credit spreads compressed 16% eeeemnrees 4
— Dividends lower with higher price levels

10 YrTreas, Yield {LHS) TH

e S8 500 D, Yizld (RHS} .o o,

« Cash rates, the starting point for
returns, are pinned at 0%

.................................. ‘ W

- Investors can still expect to earn a N +u. =
premium for taking capital market risk R e Basinssged -
—  But contribution to return from valuation e g s EO SRR URN
expansion is likely to be more limited 18% —— 50 Day Tl Vield |
e W S PO |
« In a difficult environment for savers, 12%
institutional investors do have some 20% g YT 1
advantages B L I
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Exogenous Shocks Could Have Major Impact On Markets

= CBOE Volatility Index
e LTIt
3 e e b e e S i o
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25 dofif z i . R e SRS ORAL (HNMEPR RER | [ENUSSUSNULY, Sheni, [NRSSSERee et . PIRRPER IS,
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L1 R i, . SRS ————————————— A, i PR 4 S S ———, T T R
10 4 =
[ SR ERE
Jan-10 Apr-10 Juk10 Qct-10 Jan-11 Agr-11 Julli Oct-11 Jan-12 Apr-12 Jul-12 Oct-12
Source: CBOE as of 11/30
- Markets have been calm despite potential for negative macro-economic
event
.+ Political negotiations will continue in the US around the debt ceiling and
potential spending cuts as increased taxes create a drag on growth
= Europe now has a more credible plan
— Forced austerity on periphery and anemic growth across the continent create challenging
conditions
- China appears to have avoided a hard landing but faces challenges
— Economic rebalancing - from external to internal growth
— Leadership transition
« Ongoing Middle East conflict (Syria) and rhetoric around broader tension
(Israel/Gaza & Iran) remain major political and economic issues
NE
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Major Global Macroeconomic Risks Remain on Horizon

e Real GDP Growth and Expected Fiscal Ciff Impact o 2012 Estimated Output Gap (% GDP) |
T T T T T - T E—
e e - ... —- ....................
fu]
2
S an - _ ...........................................
Current Forecast =®
= lowes! Forecast
R Sl e Impact of Fiscal Clifs [ ensssssiinesse g el ol o s R e s s s i
|_mReal GDP Growth
-3
SO PP HRD PP SHDIFHP LD S v %

FEPF S FFSFESTTET TS E s Gwete  Smin Moy Powgsl Fame  leland  Germany
While tax cuts were minimized, the impact of the Fiscal Cliff looms While the ECE and Eurozone l2aders have developed a plan io
over the US economy and creatas a drag on growlh. slowly work through debt challenges, structural jssues remain,

Source: 254, CBO, & St Louls Fed as of 10/30; 201 5as of 11/20 Source: FCB as or 3/20 (2005=200)

i China GDP Growth 5% 0il Production by Region and Country
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e v Iran
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World Middle East™

China’s growth has slowed to 7-8%. Consumpiicn must become a Conflict in the Middie East could impact globa! oif prices, though
larger part of GDP for internal development to fuel! future growth. most countries associated with conflict, other than Iran, are not

farge oil producers.
GE T Source: BP 'Data Shoven is far 2011)

Source: Bloomberg &5 of 11/201201237d 2012 are projections) =Includes Libya and Eqyat; ** Libya's oll production decreased by 71% in 2012
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Monetary Stimulus and Fiscal Tightening Are In Conflict

- Policy makers continue to react 30— Avcrage Gross Finandng Needs
to global debt challenges = R ——
— Eurcpean ieaders have produced -
credibie plan e
(=1
— US Fed and Bank of England continue |< 15% - Jll---------=-sssmsseemrammsmmeees
to lead in implementation of ®
experimental monetary policy il B T st
; | T Budget Deficit
Sl "] @ Maturing Debt

- Path through long-term global
Qﬂ—ﬂ(ﬂﬂmum-dm —nmnﬁ-mﬂmm balance Advanced Emerging Advanced Emerging

Umﬁsmm—_- no:.—u—mﬂﬂm—ﬂm ocu-mn.ﬂm<mm Economies Markets Economigs . Markets
— Short-term funding needs and credit i s
creation Source: IMF (2012 & 2013 are forocasts)
— Long-term sustainability of persistent Fiscal Balances
fiscal deficits and ballconing sovereign w08 8 1w W w2083
ebt levels 0%
deptieve i M UM M e -

- Political pressure for better fiscal

balance is in conflict with short- |3

PR e e IR et e  .ooahbbabdd Rl
term needs and could offset T R > N B
economic benefits oL Tm—— W TR —
accommodative monetary policy LD E— L. [mAdvanced Economed] .

-1 A —— AT e DEmerging Markets
STV NGRS e e e © World W. o

Source: IMF (2012 & 2013 are forecasts)
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Monetary accommodation has been tremendously powerful in boosting
capital markets
— Impact on broader economy has been more limited

Inflation to the goods and services economy will react to drivers that
remain subdued
—  Credit growth - still muted as lenders limit credit access to highest quality borrowers
- \Wage growth — remains low with unemployment stubbornly elevated

Near-term inflation potential stays fairly modest amidst global deleveraging

Long-term inflation pressures continue to buiid

— As economy improves and corrects imbalances, build up of loose monetary policy is likely to
lead to higher inflation levels

=
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Actions for Clients
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NEPC 2013 General Actions for Clients

- Focus on strategic allocations in a time with few tactical opportunities

~ Confirm your policy objectives and investment goals
— Avoid stretching for higher returns through increased risk
— Be prepared to act if opportunities do present themselves

Position for a continuation of macro-driven themes
— Examine existing managers’ capabilities
« Add to global asset allocation and top-down active strategies
— Use flexible active managers to implement allocations to policy-driven markets
= Non-US equities have attractive valuations, but return premium reflects downside risk
= Credit markets have recovered but liquidity has fallen, making market dynamics less stable

Use Risk Parity as a stable foundation of a diversified program
— Reconsider what constitutes a “core” investment in this environment
« No longer just stocks and bonds
— Risk Parity can be used as a liquid placeholder while tactical opportunities are limited

Continue building allocations in emerging markets and real assets
— Developing countries consistently demonstrate superior fundamentais to G7 markets
— Most investors remain vuinerable to higher inflation, with limited real assets exposure

Allocate to less liquid strategies with patience
— Distressed assets thesis is compelling but current opportunities are limited

— Strategies providing capital to markets that have traditionally relied on banks are
appealing with high income and relatively shorter time horizons

— Significant system stress remains in real estate market but conditions have improved

mm NEPC,LLC
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NEPC 2013 Focused Actions for Public Funds

- Given the 2012 run-up in global equities...consider rebalancing back to
target allocations

+ @Given the expected low return environment

— Reassess the ability of your Fund to earn its assumed actuarial rate of return at prudent
levels of risk

= Both short term and long term

+ Plan to proactively communicate with non-trustee stakeholders on the
potential impacts of a subdued-return environment
- Beneficiaries
— Policy Makers
- Media

« Analyze your current and projected liquidity profile

- Given the attractiveness of less liquid strategies in relation to traditional asset
classes...determine how much liguidity risk vour Fund can assume

+ Continue to build a diversified and flexible fixed income portfolio...move
away from a core (Barclays Aggregate) model
— Evaluate current positioning of investment grade and high vield credit

» Consider complementary allocations to or policy allowances for more attractive risk-adjusted
profiles (e.g., bank loans)

— EMD Local Currency remains attractive relative to Giobal Developed-Country Bonds
= Higher yield, shorter duration, improving credit quality, potential for currency appreciation

NE
BiC
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NEPC 2013 Focused Actions for Public Funds

Emerging Markets remain a critical strategic exposure

Performance across emerging markets was strong in 2012
— EM Equities: 18.2%
— EM Externai Debt: 18.5%
— EM Local Currency Debt: 16.8%

Even with run-up, EM remains poised for outperformance

Confirm that your emerging markets exposure is at or above market-
capitalization weighting

MSCI All Country World Index Regional Allocations as of 9/30/12

= U.S. Equity
Non-U.S. Equity
® Emerging Markets

47.5%

40.0%

(=
o =
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NEPC 2013 Focused Actions

r Public Funds

EM Local Currency Debt
presents a better risk-return
profile than External Debt
Higher vyield

Shorter duration

Better credit quality

Increased vclatility due to currency
but potentiat for appreciation

Volatility will continue as these
countries manage economic
growth and effects of debt
deleveraging in developed
markets

Sources of growth likely to

transition from exports and
investment to internal consumption

— EM Debt -External vs. Local Yields

-]
=
T
£
=
£
z {1 w——fxtyigld | N
) —]ccal Yield
o T - - - - T T 7
B % Y L N
,,q‘%.%.mwov,%%@ aoe%;@an,
Source: Barclays Capital as of 11/30
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Scurce: IMF as of 10/531
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Macro Opportunities Are Less Obvious

* Broad Portfolio Structure: 183% —| Valuation Improvement (2011to 2012) L .a6% _
" — T s = s e e e i =300 I
- Valuation opportunities are now ] S
more limited R S g
— Valuations are materially less attractive T 1% poomeemmemeenes M
than one year ago after market recovery T, T E—— | - B
< bk
— Use rebailancing as a chance to move back o deeaiiahiaad -3
= H b= ~
to strategic policy targets g 3
.m 69 Fomrsicaimiamaminany S Wa
al (=] =
-  Markets are much closer to fair value # S T T &
than a year ago B e fie=-] @Rates (RKS) =
—  Many asset classes can still offer % s : _ &
reasonable returns through income and S
growth R3K SRPSO00 EME EAPE 10y IG WY EMD
Treas Sgread Spread (ext)
: ”ﬂﬂ:l_m_ﬂm. mﬂﬁmwﬂu”wm——““mn”wuﬁm m-.m—u_.__n Source: Bloomberg, Barclays as of 11/30
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M."MMM_.”-”_MM—M._NMXWM M..-w.ﬂ.ﬂ%ﬂ”ﬂﬂ%%ﬂﬂ: s Dealer Positions (% of Corp. Market)
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- Important to utilize active management 1o P (OSSR [ F————
capture opportunities in these areas m
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. Liquid credit spreads compressed =
from late 2011 highs but overall R R —— |
market liquidity is now more limited 5
—  Demand for vield has led to indiscriminate B T | e
purchasing of new issues,
- Any market shock could be exacerbated by 25
limited trading
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Balance Is Best

e Monthly Return Attribution {1970-2012)
2% - S E R ———————————————— PRSP AT
m L O [ e bbbl
2
Z %
m 196 b Aunonﬁ. BILBoNds  fersrisssimmmn st ity
LiNominals OBC Age
B -_ B Equities @ TOTA] ROTUIT bmmmmmaimmm o om0 2 0 8 0 0 0 e e AR SRR E SRS e
3%
Risk Parity 60/40 Risk Parity 60/40
Up Equity Markes Down Equity Markets
Source: Ibbatson, Bleomberg, NEPC; 305 positive months and 199 negative months since 1970,
« Risk Parity is also “"Return Parity”
— A risk balanced asset allocaticn provides better protection in negative return environments
through exposure to different sources of return ~ less equity dependence
- Balanced participation in up markets along with downside protection
produces more resilient long-term returns
— Risk Parity returns 9.9% since 1970
— 60/40 returns 8.6% since 1970
.  With so much global uncertainty, it remains appropriate to seek risk
balanced exposure to capital markets, avoiding concentration in one
asset class or factor
N =
un NEPC, LLC
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Build Inflation Hedging Exposure Before It Is Needed

. Inflation assets have performed 3%  Low Yield/Costs of Inflation Hedging Assets - z0%
well despite reasonably low and . _
stable measures of inflation

+ Inflation-linked bonds and
commodities appear expensive
relative to history

— Positively sloped real yield curve
presents opportunity for IL bonds to
earn reasonabie returns despite W T =gy TIPS ReaivVie (LHS) | N TRl 2%
negative real vields e Commiodity™ Roll Yield (RHS)

— Potential for increase in spot prices

allow for positive commodity return
expectations Sourca: St. Louis Fod, Bloombearg, as of 9/30
P 1 Yr RO/ Yield Based on a 50/50 Blend of 5&P GSCI and S&P GSCI Non-Energy

Real Yield
Commedity Roll Yield

2003 2004 2005 2006 2007 2008 2009 2010 2011 2012

= While many commodities remain in

contango, negative roll vield has 8% + Annualized Inflation Regime Performance
moderated from recent levels O s e e S AR R TR
- oFalling Inflaticn
« Investors have generally been 5 ® T mRising Inflation
underweight the few asset & SN g ey
classes that can perform well in B % oo oo -
higher inflation environments EETR -
® gL S B B e
« Less liquid inflation-sensitive z
exposures can provide inflation CE D I
protection with more attractive 0% L
return expectations 1%
Equities Nominals IL Bonds Commadities

Source: Ibbotson, Bureau of Laber Statistics, as of 16/31 {Since 1/1/1970)
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New Regulations Create Opportunities, Monetary Policy Reduces Pressure on Distressed Assets

Global banking system must adjust
to higher capital costs and lower
leverage required in new rules
Basel I
— Dodd-Frank

«  Volker Rule

Regulatory restrictions lead to
credit availability for high quality
borrowers hut constrained credit
access for mid- and smaller market
borrowers

Creates opportunity to provide capital
and play role that banks used to hold

100

0B

US Bank Assets (% of GDP) __

1984 1988 1552 1996 2000 2004 2002 2012

— Likely reguires patience and investment

Scurce: St Louis Fad, Bureau of Economic Analysis as of /30

in longer lock-up structures
= Holding less liquid, longer-dated, and
more complex credit instruments

Bank replacement theme likely to
play out globally especially in
emerging markets where demand
for debt will likely increase
-~ Asian lending may be an area of outsized
returns in the near-term

Bias of policy makers to avoid
taking pain at one time has
implications for illiquid strategies

— Modest growth and inflation allows
distressed asset owners to continue
holding at cost - extending time frames

&%

%

% of Total Loans

Non-Performing Loans

1956 2000 2004 2008 2012

1984

1988 1092

Scurce: Federal Financlal Institutions Examination Council as of 6/30
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2013 Asset Class Assumptions
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Development of Asset Class Assumptions

Relies on a combination of historical data and forward looking
analysis
— Expected returns based on current market pricing and forward looking estimates
— Volatility based on history, while recognizing current uncertainty
— Correlations based on a mix of history and current trend

Historical data is used to frame current market environment as well
as to compare to similar historical periods
— Historical index returns, volatility, correlations, valuations, and yleids

Forward-looking analysis is based on current market pricing and a
building blocks approach

— Return equals yieid + changes in price (valuation, defaults, etc.)

— Use of key economic observations (inflation, real growth, dividends, etc.)

—~ Structural themes (supply and demand imbalances, capital flows, etc.}

Assumptions prepared by Asset Allocation Committee

— Asset Allocation team plus members of various consulting practice groups meet
throughout Q4 to develop themes and assumptions

— Specialists from public markets, hedge funds and private markets provide insight on
market themes

Assumptions and Actions reviewed and approved by Partners
Research Committee

12



Themes for 2013 Asset Class Assumptions

« 5-7 year return expectations are broadly lower relative to prior year
~ Sustained low vields keep bond market expectations historically low

—~ Rally in credit markets leads to meaningfully reduction in expectations for credit asset
classes

— Risky asset fundamentals are similar, but strong 2012 performance limits further
growth potential

.+ US equity outperfermance leads to lower expectations, non-US markets remain unchanged

~ Liquid inflation sensitive asset classes have modest improvements in return and
Sharpe ratio but forecasts are still low

— Hedge fund assumptions reduced based on lower expected cash returns and
challenging alpha environment

+ Volatility expectations reduced modestly in bond markets and certain
equity markets
~ Aligning volatility forecasts with evolution of market conditions
= EM volatility falling modestly as growth continues
= MBS markets reflecting gevernment support

« 30-year returns have similar themes to 5-7 year forecasts

— Reflecting pressure for higher long-term Inflation through 25 basis point increase In
long-term inflation forecast (3% for 5-7 years and 3.25% for 30 years)

— Broad based credit spread compression and low sovereign yields reduce long-term
expectations for credit

— Limited changes to equity forecasts
~ Remain higher than 5-7 vear expectations

=

NEPC,LLC
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2013 5-to-7 Year Return Forecasts

Geometric Expected Return

Asset Class 2012 2013 2012-2012
Cash 1.25% 0.75% -0.50%
Treasuries 1.50% 1.00% -0.50%
IG Corp Credit 4.50% 3.00% -1.50%
MBS 3.25% 2.50% -0.75%
Core Bonds™ 2.88% 2.04% -0.84%
TIPS 1.75% 1.50% -0.25%
High-Yield Bonds 7.00% 5.00% -2.00%
Bank Loans 5.00% 5.00%

Global Beonds (Unhedged) 1.25% 0.75% -0.50%
Global Bonds (Hedged) 1.49% 0.93% -0.56%
EMD Externail 5.75% 4.00% -1.75%
EMD Local Currency 6.75% 5.00% -1.75%
Large Cap Eguities 7.25% 6.75% -0.50%
Small/Mid Cap Eguities 7.50% 7.00% -0.50%
Int'l Equities (Unhedged) 7.75% 7.75%

Int'l Equities {(Hedged) 8.00% 8.00%

Emerging Int'l Eguities 9.75% 9.75%

Private Eguity 8.75% 9.00% -0.75%
Private Debt 8.50% 8.50% -1.00%
Private Rea!l Assets N/A 8.00%

Real Estate 6.00% 6.00%

Commodities 4.75% 5.00% 0.25%
Hedge Funds Low Vol 5.50% 25 7 9% -0.75%
Hedge Funds Mod Vol 7.25% 6.50% -0.75%

* Core Bords assumption based on market weighted blend of compenents of Aggregate Index (Treasuries, IG Corp Credit, and MEBS).

%
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2013 5-to-

7 Year Volatility Forecasts

Asset Class 2012 2013 2013-2012
|Cash 1.50% 1.00% -0.50%
Treasuries 5.00% 6.00%

IG Corp Credit 7.00% 7.50% 0.50%
MBS S.00% 7.00% -2.00%
Core Bonds® 7. 00% 6.31% -0.69%
TIPS 7.50% 7 0%

High-Yield Bonds 13.00% 13.00%

Bank Loans 8.50% 6.50%

Global Bonds (Unhedged) 10.00% 9.00% -1.00%
Global Bonds (Hedged) 5.50% 5.00% -0.50%
EMD External 13.00% 12,.00% -1.00%
EMD Local Currency 15.06% 14.00% -1.00%
Large Cap Equities 18.00% 18.00%

Small/Mid Cap Equities 22.00% 21.00% -1.00%
Int'l Equities (Unhedged) 21.00% 21.00%

Int'l Eguities (Hedged) 19.00% 19.00%

Emerging Int'l Equities 27.00% 26.00% -1.00%
Private Eguity 28.00% 27.00% -1.00%
Private Debt 19.00% 19.00%

Private Real Assels N/A 24.00%

Real Estate 15.00% 17.00% 2.00%
Commodities 18.00% 18.00%

Hedge Funds Low Vol 7.00% 7.00%

Hedge Funds Mod Vol 12.00% 12.00%

* Core Bonds assumption based on market weighted blend of components of Aggregate Index (Treasuries, IG Corp Credit, and _smm.u.
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2013 30-Year Return Forecasts

Asset Class 2012 2013 2013-20¢12
Cash .20 3.00% -C.25%
Treasuries G B 3.00% -0.50%
Credit 5.00% 4.25% -0.75%
MBS 5.25% 4.50% -0.75%
Core Sonds® 4.50% 3.84% -0.66%
TIPS 3nd 5170 3.25% -0.50%
High-Yield Bonds 525 %0 5.25% -1.00%
Bank Loans 6.00% 5.50% -0.50%
Giobal Bonds (Unhedged) 3.25% 2.50% -0.75%
Global Bonds (Hedged) 3.48% 2.67% -0.81%
EMD External 6.25% 6.00% -0.25%
EMD lLocai Currency 7.00% 5.25% -0.75%
Large Cap Equities 8.00% 8.00%

Small/Mid Cap Equities 8.50% 8.25% -0.25%
Int'l Equities (Unhedged} 8.25% 8.25%

Int'l Equities (Hedged} 8.50% 8.50%

Emerging Int'! Eguities 9.50% S.50%

Private Equity 10.00% 10.00%

Private Debt 8.00% 8.00%

Private Real Assets N/A 8.00%

Real Estate 6.00% 6.00%

Commeodities 5.25% 5.50% 0.25%
Hedge Funds Low Vol 6.25% 5.75% -0.50%
Hedge Funds Mod Vol 8.00% Zaoll%6 -0.50%

* Core Bonds assumpticn based on market weightad blend of components of Aggregate Index (Treasuries

r

1G Corp Credit, and MBS).

N
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Summary of Changes to 2013 Return

and Volatility Expectations
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Relative Asset Class Attractiveness

2013 Sharpe Ratio Change in Sharpe Ratic 2013/2012
Hedge Funds Low Vol Commadities - 4|
Hedge Funds Mod Vol [ TIPS ==
Private Debt [ Emerging Int'l Equities —
Int'| Equities {Hedged) _[ WS o
Ernergitg Int'l Equites Int'l Eguities (Hedged) L
Large Con Equitis EEEG——— It Equities (Unhedged) -
Int'] Equities {Unhedged) | = Sl Gep Equifies -
. Private Equi !
Migh-Yield Bonds R
_. Cash
Real Estate
_ Global Bonds {(Unhedged)
Private Equity I
| Treasuries
EMD Ll
Large Cap Equities
Credit |
Real Estate 1
Small/Mid Cap Equities
PPy Global Bonds (Hedged) X
e ) Hedge Funds Mod Val |
MBS Private Debt —
Commodities ﬁ — Hedge Funds Low Vol ==
RS T EMD Lel e = —
Treasuries r EMD Ext =
Global Bonds (Hedged) r High-Yield Bonds - < -:a)
Global Bonds {Unhedged) 7 Credit s e r PSR
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Efficient Frontier Comparison

Expected Return
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INVESTMENTS:

AGENDA ITEM 111
CITY OF HARTFORD
PENSION COMMISSION
___ MEMORANDUM _ ]

To: Pension Commission

A AN _—
From: Adam M. Cloud, Sectetaty
Date: February 14, 2013

Subject:  Private Equity Investment Plan With Presentation by Pension Consulting
Alliance

Attached for your review is a presentation booklet prepared by Pension Consulting Alliance (“PCA”), the
MERF’s private equity consultant, containing the MERF’s 2013 Investment Plan for discussion at our
meeting on Friday.

PCA’s representative will attend the Pension Commission meeting on February 22 to discuss this report
with you and receive the benefit of your thinking,



INVESTMENTS:
AGENDA ITEM V

CITY OF HARTFORD
PENSION COMMISSION
= 'MEMORANDUM ]
To: Pension Commission
MAL
From: Adam M. Cloud, Secretary
Date: Febtuary 14, 2013
Subject: MERF Update: Rebalancing Progress

Enclosed please find a memo from Gary Draghi, the MERI”s Ditector of Investments, discussing the
progress that the MERF has made in implementing the tebalancing of its asset allocation, We look forward

to discussing this with you.



CITY OF HARTFORD

OFFICE OF THE CITY TREASURER

ADAM M. CLOUD
CITY TREASLRER

1 B MEMORANDUM
TO: Adam M. Cloud, City Treasurer
FROM: Gary B. Draghi, Director of Investments xf:?'l 50

i

DATE: February 15, 2013

SUBJECT: Asset Allocation Rebalancing - Progress

Attached please find analyses illustrating the strong progress that the MERF has
made implementing the rebalancing necessary to achieve its asset allocation targets.

The table entitled MERF Rebalancing Activity, shows that four asset classes have
been moved into compliance with their interim (NEPC A) target ranges while one,
emerging markets debt, moved out of its target range. The emerging markets debt
allocation is, however, in line with its long-term (NEPC B) target range.

As you are aware, investment in the hedge fund and commodity asset classes has
been deferred while the timing of the funding of the illiquid real estate and private
debt asset classes and the corresponding reduction in the public equity asset classes
are dependent on the timing of investment opportunities that present themselves.

The chart entitled Change in Asset Allocation Variance from Target shows that the
MERF has moved closer to the target allocation for all asset classes in which it
actively invests.

cc: Carmen L, Sierra, Assistant City Treasurer

550 MAIN STREET' . HARTFORD, CONNECTICUT o6t03 . TELEPHONE (860) 757-gu10 . FAX NUMBER (860} 722-io71



MERF Rebalancing Activity
July 1, 2011 vs. December 31, 2012

NEPC A NEPC A
In Range? In Range?
YN ¥/N
12.31.12 (7.01.11 07.01.11- NEPC A Target NEPC B Target

Asset Class Percent Percent 12.31.12 12.31.12 07.01.11 % Range % Range
Dom. Equity 20.4 21.9 (1.5} M N 13t0 19 10to 16
Int'l Dev'd Mkt Eqg 17.5 21.8 4.3} N N 10 to 14 8to 12
EM Equity 6.1 3.5 2.6 N i 7toll 7t01l
GTAA 4.9 - 4.9 ¥ M 3to7 5to9
Core Fixed 10.6 9.2 13 ¥ ¥ 8.5t011.5 3.5t0 6.5
Lg Dur Fixed 9.0 7.2 1.8 ¥ N 8to12 701l
Global Fixed 3.4 9.0 [5.6) ¥ M 3to5 2tod
TIPS 5.7 7.6 (1.9) ¥ M 3.51t06.5 2.5t0 5.5
EM Debt 7.8 6.3 15 M N 3to7 4t08
Hi Yid Fixed 4.4 2.7 1.7 Y ¥ 2.5te5.5 3.5t0 6.5
Private Equity 6.3 5.5 0.8 Y i 3to8 3t0 8
Real Estate 0.7 0.3 0.4 N N 2t08 5to 11
Private Debt 0.3 0.2 0.1 ¥ ¥ Otod 1to5
Hedge Fnds - - - N M 3to7 8to 12
Commodities 7 - - N N 2to 4 2t04
Cash & Equiv. 2.9 4.7 [1.8) i N Oto2 Oto2

100.0 100.0 -

Asset Classes in Target Range 8 5 I_

Comment

@ 12.31.12 in line with NEPC B target

Commitments in place to reach target range

Funding deferred
Funding deferred
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Article VII, Asset Allocation

The MERF’s asset mix shall be set by the Commission from time to time based upon (1)
the structure of the MERE’s penston liabilities, (2) Capital Markets Theory, (3) the
MERF’s full funding policy and (4) MERF liquidity needs. The following table shows
the current strategic policy targets and permissible ranges for the allocation of assets
within asset classes, as adopted by the Commission. These ranges are intended to serve
as boundaries for the MERF’s individual asset classes as more particularly described in
the table below. They will help signal the need to rebalance such classes when allocation
weights fall outside these ranges.

The Commission believes that its adoption of these targets and ranges will provide an
appropriate mechanism for maintaining the integrity of the asset allocation policy.

City of Hartford
Municipal Employees’ Retirement Fund
Strategic Asset Allocation Policy and Relative Ranges

Asset Class Interim | Long- | Range
Policy term Around
Target | Policy | Policy
! Target | Target
Large Cap Equities 16 13 +/- 3%
International Equities 12 10 +-2%
Emerging Markets Equities 9 9 +/-2%
Total Public Equity 37 32 +/-5%
Core Bonds 10 5 +/-1.5%
High Yield Bonds 4 5 +/-1.5%
Global Bonds 4 3 +/-1%
Emerging Markets Debt 5 6 +-2%
TIPS 3 4 +/-1.5%
Long Gov’t/Credit 10 9 +/-2%
Total Fixed Income 38 32 +/-5%
Real Estate 5 8 +H-3%
Private Equity 5 5 | 2% H3%
Private Debt 2 3 +/-2%
Hedge Funds 5 10 +/-2%
Total Alternatives 17 26 +2/-4%
Global Asset Allocation 5 7 +/-2%
| Commodities 3 3 +-1%
| Total Other 8 10 +-2%
Cash 0 0 +2%0




INVESTMENTS:
AGENDA ITEM VI

CITY OF HARTFORD
PENSION COMMISSION
~ MEMORANDUM
To: Pension Commission
I._/?_/;M. F o™
From: Adam M. Cloud, Secretary
Date; February 14, 2013
Subject: Report on Annual Performance Review Meetings

Attached for your review are the reports on our recent annual performance review meetings with the
following investment managers:

e Prudential Investment Management

e SouthernSun Asset Management



CITY TREASURER’S OFFICE
INTERNAL MEMORANDUM

To:  Adam M. Cloud, Secretary
Carmen I. Sierra, Assistant Secretary

From: Gary B, Draghi, Director of Investments /£ £
P. Wayne Moore, Assistant Director of InVes‘rments QW\
J. Sean Antoine, Principal Administrative Analyst g

Date: February 6, 2013

Re: Report on Annual Performance Review Meeting with SouthernSun
Asset Management

The Pension Commission held an annual performance review meeting on
Thursday, January 17, 2013, with SouthernSun Asset Management
(“SouthernSun”), a small to mid-cap value equity manager for the MERF.
Present for SouthernSun was Michael S. Cross, Senior Analyst and Principal.

Mr. Cross gave a brief overview on the firm, noting that there had been no
professional turnover during 2012 and that employee ownership had increased
during the year. He added that employee ownership of the firm would likely
continue to increase over the next few years.

Mr. Cross then described SouthernSun’s investment process and philosophy. He
stated that SouthernSun invests in niche-dominant, attractively-valued
companies with financial flexibility and uniquely-fitted management teams. He
stated that SouthernSun also believes careful, in-depth analysis of a company’s
financial strength, market position and human capital is the most comprehensive
method of assigning proper valuations, identifying catalysts and reducing the
risk of making an investment, Mr, Cross mentioned that the firm is a long term
investor and that the team has high conviction in the 20-25 positions in client
portfolios. He noted that the average holding period for a position is
approximately five years, but, that it could be as long as 13 years.

Mr. Cross stated that SouthernSun is absolute return oriented, investing with a
core/value approach and long term perspective through disciplined, bottom-up,
fundamental analysis and on-site research. He stated that this philosophy holds
true for all SouthernSun strategies and has not changed since the inception of the
firm in 1989,

In response to a question about how new ideas get into the portfolio, Mr. Cross

stated that ideas go onto a list and are then subjected to thorough research and
then approval from SouthernSun’s investment committee. He added that all

[-2




analysts are sector generalists, with a solid understanding of all the companies in
the portfolio.

Commissioner Goldman asked about how frequently SouthernSun’s portfolio
managers visit the companies in the portfolio. Mr. Cross stated that SouthernSun
meets frequently with portfolio companies, and that every company is met with
at least annually, since the portfolios they manage are so concentrated.

In response to a question regarding SouthernSun’s sell discipline, Mr. Cross
stated that stocks are sold or trimmed back if SouthernSun’s analysts believe
earnings are poised to deteriorate, or if the stock no longer satisfies the ongoing
“buy” criteria.

Wayne Moore, the MERF's Assistant Director of Investments, asked about the
growth exposure in the portfolio. Mr. Cross stated that a company may start off
in the value sector and migrate to the growth sector, as a function of the
company’s business growing successfully. He noted, however, that negative
market swings could switch a stock’s orientation to value from growth. He also
noted that stock reclassification can also explain changes in whether a stock is
viewed as growth or value. Mr. Cross emphasized that SouthernSun had
maintained its approach and that the growth exposure was not indicative of a
change in investment style,

In closing, Mr. Cross thanked the Commission for its business.

22



CITY OF HARTFORD MERF
MEMORANDUM

TO: Adam M. Cloud, Secretary o
Carmen I, Sierra, Assistant Secretary

FROM: Gary B. Draghi, Director of Investments/. e y i/
P. Wayne Moore, Assistant Director of Investments !)

J. Sean Antoine, Principal Administrative Analyst L &

SUBJECT: Prudential Investment Management
DATE: February 13, 2013

The Pension Commission held an annual performance review with Prudential
Investment Management (“Prudential”), an emerging market debt manager for the
MERF, on Wednesday, February 13, 2013. Present from Prudential were Jeffrey Alt,
CFA, CAIA, Mariusz Banasiak, CFA, Portfolio Manager and Koji Maruyama, Client
Service Associate.

Mr. Alt gave a brief overview of the firm and an update of its activities over the past
year. He stated that Prudential had enjoyed a strong year during 2012, gaining in new
clients, assets under management, investment technology upgrades and additional
high-quality experienced personnel, with no negative organizational changes that
affected the MERF’s portfolio. Mr. Alt then asked Mr. Banasiak to review and discuss
Prudential’s investment process and strategy.

Mr, Banasiak then provided an overview of Prudential’s investment process and
strategy for the MERF's portfolio. He stated that Prudential develops an overall
strategic risk budget for the emerging markets debt product reflecting inputs from
several distinct teams (quantitative research and risk management, portfolio
management, political risk consultants, global macroeconomic research, credit research
and local market investment affiliates). Mr. Banasiak stated that these groups also
contribute to a tactical risk budget under which Prudential develops and trades, based
on its day-to-day views of market risk tolerances and opportunities within the broader
strategic risk budget.

Mr. Banasiak stated that Prudential’s investment approach seeks to add value through
country allocation, security selection and foreign exchange (currency).



Mr. Banasiak then reported that the MERF’s portfolio had generated a calendar year
2012 return of 24.03%, gross of fees, which significantly outperformed (by 409 basis
points) Prudential’s objective of beating the JP Morgan EMBI GD by 125-250 basis
points annually. Prudential’s three-year and five-year annualized performance also
exceeded objectives, outperforming by 261 basis points and 192 basis points,
respectively.  Since inception of the MERF's portfolio in 2005, Prudential has
outperformed the benchmark by 321 basis points (gross), annualized, with the MERF’s
total portfolio value increasing to $75.9 million dollars as of December 31, 2012, Mr.
Banasiak attributed the 2012 outperformance primarily to country selection, security
selection, and to a lesser extent, foreign exchange. Mr. Banasiak noted that Prudential’s
outlook remained constructive on the emerging markets debt (“EMD”) market for 2013.

Mr. Alt noted that Prudential’s 2012 performance was also strong versus its peers, with
first quartile rankings of returns and information ratio across all time periods, from 1
year through 10 years. Mr. Alt also described Prudential’s development of a new
long/short EMD product which, he stated, might be able to add incremental risk
adjusted return value to the MERF in the future. He also described Prudential’s other
EMD product offerings which consist of a local currency denominated product, a
product that blends styles and another product that focuses on corporate debt.

Mr. Alt also addressed three portfolio issues raised by the MERF. Specifically,
regarding the MERF portfolio’s standard deviation and benchmark-relative duration,
Mr., Alt stated that Prudential focuses on its risk budget for the portfolio, using more
risk whenever it believes that incremental risk adjusted return can be achieved, such as
was achieved during 2013. Regarding the EMD product capacity, Mr. Alt stated that
the product could be managed effectively with more assets under management,
especially as the team continues to grow. Regarding the departure of a portfolio
manager in 2011, Mr. Alt noted that Prudential had made several additional hires,
strengthening the overall team, and that there had been no departures during 2012 that
affected the MERF's portfolio.

In closing, Mr. Alt thanked the Pension Commission for its business and continued
confidence in Prudential.



Friday, February 15, 2013 2:35:58 PM Eastern Standard Time

Subject: RE: ING Small Cap Research Analyst
Date: Tuesday, February 12, 2013 8:49:33 AM Eastern Standard Time

From: Finney-Cooke, Kristin

To: Draghi, Gary B., Moseley, Douglas W.
CC: Pszenny, Richard, Cloud, Adam, Moore, P. Wayne, Antcine, Jonathan S.
Gary-

Would please see feedback from our call with ING discussing the small cap analyst departure. Asitrelatestoa
change in the client relationship person, given that they did not touch the investment process, we have no
concerns about the departure.

Small Cap Analyst Departure:

We held a meeting with Steven Salopek (Head of Small Cap Equity PM) and Coner Sullivan {Senior Consultant
Relations RM) about the departure of Karthik Radhakrishnan, the senior analyst who was covering health care and
biotechnology for the past 5 years. This separation was effective January 1 and was initiated by ING and was
based on the fact that Karthik was spending too much time focusing on biotech names, which has typically been a
small part of the portfolio and has historically been underweight vs. the benchmark. {Pharma & Biotech 7.46%
average weight between 8/1/05 - 9/30-12 vs, 10.87% for Russell 2000 growth). ING's investment philosophy is
based upon bottom up stock selection and that cash flows will fuel stack prices, and thus have found it difficult to
find enough names to be equal weighted in the biotech space. Many of the names that they do hold in this space
would be classified as defensive, Karthik was showing little interest in the healthcare sector, so the team felt it
would be in the best interest of the team (and best interest of Karthik) to find someone more focused on the
health care names.

Currently Karthik's research duties are being split between James Hassso (Asst PM), Chris Jennings {tech analyst)
and Steven Salopek covering the remaining names. Steven mentioned that these folks all have some familiarity
with the sector space as the decision to let Karthik go had been discussed for some time, This is hot a permanent
solution and they have seen a tremendous amount of interest from candidates to fill this role, but they will be
taking their time to find the right fit with the team and to find someone with significant experience. They expect
to fill the vacancy by mid-year. This was the first loss to the team since it was assembled.

Conclusion: We do not think that this departure warrants client action given the role that Karthik played in the
investment process and the low representation of biotech names in the portfolio.

Please advise if you would like a formal memo autlining the above to be presented to the Commissioners.

Thank you,
Kristin

Kristin R. Finney-Cooke, CAIA
Senior Consultant

NEPC, LLC

30 South Wacker Drive
Suite 2200

Chicago, [L 60606

One Main Street
Cambridge, MA 02142
P. 617.374.1300
F.617.374.1313

Page 1 of 3



EXCESS AND SURPLUS OF NEW ENGLAND, LLC

1224 Milk Strect, Buflding A
East Berlin, CT G(023
Plione: 860-793-Y33] Fax: 860-793-1333
John W, Heslin !
Wentworth-DeAngelis Insurance Febrary 6, 2013
74 Batterson Park Rd
Farmington CT o6p32

INSURANCE BINDER
This is to certify that the undersigned have provured insurance os hereafter specified from:

Insured: City of Hartford Retirement System
550 Mnin St
Hartford, CT 06103

Insurer: Federal Insurance Company {admitted)
Policy Form: 14-02~2265 (Ed. n3/1997)

Asgigned Policy #: 8209-7500

Policy Pevlod: afayfeoa —2fa7/2014

This binder shall be effective from 12:0tam, date, stendard time at the address of the Insured os stated obove, ond shail be sub{act to all terms
end conditions of the policy in eurrent use by the Compony. Unless cancelled in accordance with the provisions sct forth below, this binder i
shall remain in effect for 60 doys, or until roplaced by issuance of the Company's poliey, whichever comes first. i

Coverage: Labor Management Trust Fiduciary Liability
Limit: $5,000,000

Deductible: 825,000

Premium: $70,370

Endorsements added to original policy: (For Beseription amd Convenience only, plense refer Lo paticy for netuat deseription)

1. 10-02-1295 ‘Tmportant Notice to Poleyholders (6/07 ED.) 7
2. 14-DR-10709 *EPCRS Sanctions Endorsement (3/05 ID.,) I
3. 14-D2-12500 * Public Entity Fiduciary Liability Endorsement (10/06) :
4. 14-p2-12854 * Trustee Endorsement {Non-Fiduciary Defense Costs) (3/o07 ED.) !
5. 14-02-13766 * Amend Benefits Due Excluslon Endorsement (1/o8 ED.)
6. 14-02-14111 -Amend Conduct Exclusions Endorsement 96/08 ED.) i
7. 14-02-14269 + Amend Definition of Claim Endorsement (6/08 ED.)
B. 14-D2-14440 - Amend Representations and Severability with Absolute Non-Reseindable Coverage

Endorsement (8/08 Ed.)
g 34-02-14450 . Amend Investigntion and Setilement Endorsemeul, (8/08 ED.)
10. 14-02-17518 + PPA Civil Money Penalties Endorsement {3/11 ED.) - $50,000
11. 14-02-1Boci + Amend Notice Endorsement (5/11 5D.)
12, 14-02-19314 Amend Subrogation and Walver of Recoursa Section Endorsement (4/12ed.) ¢ @an @ NED pui b, 10 % A
13. 14-02-2823 + Conmecticut Amendatory Endorsement (/oL ED.) FEEVIOAS 3062,
14, 14-02-30099 + Add Benefit Plans (11/99 ED.) - 1
15. 14-02-5936 * HIPAA Exiension Endorsement (6/09 BD.) |
16, 14-02-76452 * Amend Definition of Insured Endorsement [
17. 14-02-8815 + Spousal Extension Endorsement {8/06 ED.) :
18, 14-02-9228 + Compliance with Applicable Trode Sanction Laws (2/10 EIv) i
19. Qoy-2143 Amend Reporting Notice Endorsement WO GDING  CHANOED

Premitwm, to be billed by ARC/Jericho, will be dixe 15 days from binding,
Subjeckvities: None

—

In the event of cancellajion or expiration of this binder without a policy or certificate heing issued, tha Insurers shall be entitled to an earned i
premium for the time jn farce ot a short of the annun) rate 42 charged by the Insurers hereof if cancelled by the Insured, and ot a pro raie
of theqnnonl rmie I gifncelled hystheinsyferd. In no eoze will there be o Flot cancellation.

Februaty 6,20% 1

By:




WD

Went#orth—DeAngcljs Insurance

Ear] G, O’Garro, Jr. February 22, 2012
Hybrid Insurance Group :
30 Lewis 8t
Hartford, CT 06103
INSURANCE BINDER
This is to certify that the undersigned have precured Insurance ny hereafter speciiled from:
Insured: City of Hartford Retirement Systems
550 Main St
Hartford, CT' 06103
Tnsurer: Federal Insuvance Conipany (admitted)

Policy Form: 14-02-2265 (Ed. 03/1997)
Assigned Policy #; 8209~7566
Policy Period; _2/27/2012 —gf27/2013
This binder shall be effective from 12:0tm, dute, standard thme at the address of the Insured as stated vbove, and shall he subject to all terms

and conditions of the poley in-current uge by the Company. Untess eancelled In necordance with the provisions set forth below, this binder
shall remain in effect for 6a days, o untl] veprlaced by imsvanee of the Company’s pality, whichever comes Hist.

Coverage; Labor Management Trust Fiduciary Liability
Limits £5,000,000
Deductible: 0
Premium: 567,750
Commission: 145
Endorsements added to original poliey: (ForDeseription and Comvenience only, please refer to poliey for sctoal descviption)
1. 10-02-1205 *Impoitant Notice to Poliogholders (6foy ED.)
2. 14-02-10709 *EPCRS Sanctions Endorsement (3/05 ED.) " .
3. 14-02-1249 Waiver of Resources Premium Bill (1/92 ED)  Com@ VD Witk W
4. 14-02-12500 « Public Entity Fiduciary Linbility Endorsement (10/o08) .
§.  14-02-12854 * Trustee Endorsement (Non-Fiduelary Defense Costs) (afoy ED.)
6. 14-02-13766 « Amend Benefils Due Exclusion Endorsement {1/0B ED.)
7. 14-02-14111 - Amend Conduct Exclusions Endorsement 96/08 ED.)
8. 14-02-14269 + Amend Definition of Claim Endorsement {G/o8 ED.)
0. 14-02-14440 " Amend Representations and Severability with Absolute Non-Rescindable Coverage
Endorsement (8/08 Ed)
10, 14-02-14450 * Amend Investigation snd Settloment End orsément (8/o8 LKD)
1. 14-02-17518 ' PPA Civil Money Penalties Endorsament (3/11 ED.} - $50,000 : ;
12, 14-02-18001 + Amend Noties Endorsoment (5/11 BD)
13. 14-0z-2823 + Connecticut Amendatory Endorsement (7/o1 ED)
14. 14-02-3052 Amend Resowrce Clause Endorsement (iif99 ED) ER e N “66090
15. 14-02-3099 * Add Benefit Flans (11/90 ED.) '
16, 14-02-5936 * HIPAA Extenslon Endorsement (6/o5 ED.)
17, 14-02-7652 » Amend Definition of insured Endorsement (11/02 ED,) - ; i
- 18, 14-02-7730 Amend Itemn 1 of the Declarations Endorsement (12/62 ED) s Revoie pleneuy Bl %o Knba
19. 14-02-8815 « Bpousal Exteny iI:m En]d i;m]E!'nenlij {8/o6 ED.) / )
20. 14-02-9228 + Compliance with Applicable Trade Sanction Laws (2/10 ED, .
21, Manuscript 60 Dgy Post-Policy Reporting Provision OCE NEW Lolley Wt

Premiuin, to be billed by ARC/Garden City, will be due 15.days from binding.
Subjectivities: None

In the ovent of cancullativn or expliation of this binder without » poliey or certificate helng fssued, the Insurars shuli he entitled to an eurned
prernlum for the thm i u;;ﬁarﬁe“ 4 shavt rate of the apnunal pate ns charged by the Insurers hereof if cancelled by the Insuived, and ot o pro rite
of the annual rafe i7 ennballedd® the Inaurers. I wse will theve bea Flat enncellation, i

6;"

By: ::
Gcott Parrell” Pebruary 22, 2012

74 Batterson Park Road » P.O. Box 1068 » Farmington, CT 06034-1068 o (860) 676-3073 » Fax (860) 676-2217




John W. Heslin

|
|
| | -
} ! ! i :
‘ | § »
| .

Hybrid Insurance Group

Wentworth-DeAngelis Insurance

January 29, 2013

74 Batterson Park Rd
Farmington CT 06032

Re:

Labor Management Trust Fiduciary Liability

Insured: City of Hartford Retirement System
Policy Period: 02/27/2013 — 02/27/2014
Insurer: Federal Insurance Company (admitied)
Policy form: 14-02-2265 (3/1997)
Limit Agpregate Deductible Premium
$5,000,000 %5,000,000 $25,000 $70,370

Extended Reporting: A 365 day extended reporting period is available for 100% of the annual premium

Endorsements:

QW U s e -

11.
12,

13.

14.
15.
16,
17.

18.

19.

10-02-1295

14-02-10709
14-02-12500
14-02-12854
14-02-13766
14-02-14111

14-02-14269
14-02-14440

14-02-14450

. 14~02-17518

14-02-18001
14-02-19314
14-02-2823

14-02-3099
14~02-5936
14-02-7652
14~02-8815
14-02-9228
Qo7-2142

Important Notice to Policyholders (6/07 ED.)

EPCRS Sanctions Endorsement (3/05 ED,)

Public Entity Fiduciary Liability Endorsement (10/06)

Trustee Endorsement {Non-Fiduciary Defense Costs) (3/07 ED.)
Amend Benefits Due Exclusion Endorsement (1/08 ED.)

Amend Conduet Exclusions Endorsement 96/08 ED.)

Amend Definition of Claim Endorsement (6/08 ED.}

Amend Representations and Severability with Absolute Non-Rescindable Coverage
Endorsement (8/08 Ed.)

Amend Investigation and Settlement Endorsement (8/08 ED.)
PPA Civil Money Penalties Endorsement (3/11 ED.)

Amend Notice Endorsement (5/11 ED.)

Amend Subrogation and Waiver of Recourse Section Endorsement
Connecticut Amendatory Endorsement (7/01 ED.)

Add Benefit Plans (11/99 ED.)

HIPAA Extension Endorsement (6/09 ED.)

Amend Definition of insured Endorsement (11/02 ED,)
Spousal Extension Endorsement {(8/06 ED.)

Compliance with Applicable Trade Sanction Laws (2/10 ED.)
Amend Reporting Notice Endorsement (9/o07 ED.)



Subjectivities: (Due prior to binding)
No additional information is required at this time

Please do not hesitate to contact me with any questions regarding this proposal.
Best Regards,

Scott Farrell
President

“This {review, proposal, efc.) has been designed as a quick reference guide to the coverage and how it works. The information provides only
a general overview of subjects covered and is not intended to serve as legal advice or other professional service and should not be relied
upon as such. It is not intended to be a complete summary of the lerms and conditions of the coverage — at all imes, the policy wording
should be consulted for verification of coverage.”

Prior to expiration of the current policy, it is very important that the insured is aware of the following;:

Notice of any “Claim,” as that term is defined in your policy, must he reported to your insurance carrier prior to the expiration date of your
current policy. Claims that must be reported include any complaints or litigation filed (including any administrative actions) and any
demands for damages or relief, against any insured person or entity. If your policy includes Employment Practices Liability Coverage, a
Notice of Charges or Complaint from the Equal Employment Opportunity Commission (EEQC) or any similar agency against any insured is a
Claim and must be reported prior to your Policy’s expiration. Because your coverage is Claims-Made and Reported, Claims will only be
covered, subject to your policy’s other terms and conditions, if they arve reported during the policy period in which the Claim is first made.

Although not always required, you may also want to give your carrier notice of any circumstances that may give rise to a Claim before the
conclusion of the policy period in order to preserve any rights you may have to coverage for future Claims under your current policy.
Circumstances that may give rise to a Claim include investigations, demands, threatened Claims or litigation against any insured person or
entity that are not yet “Claims” under your Policy.

See your policy’s “Claim” definition, “Notice” and/or “Claitns Reporting” provisions for the specific terins of coverage and any possible post-
policy reporting windows that may be available. If vou have any guestions about whether a particular matter is a Claim or s potential future
Claim under your Policy. or whether reporting is required, please contact us immediately,




Market List for 2013 LMT Liability for The City of Hartford

AM. Best rating noted in brackets

Chubb (A+1) — incumbent quoted slight inerease in premium with increase
in retention to $25,000

ACE (A+) — declined due to nature of business — LMT

AWAC/Darwin (A) — will only offer tMM limit

Beazley (A) —can’t compete with requested program

Chartis (A) — indicated they could not be competitive based on last year’s
proposal

Euelid (A) — can’t compete with requested program

Evanston (A) —will not offer Prior Acts coverage

Great American (A) — quoted 5MM excess limit

Hartford (A) — declined due to underfunded plan

Travelers (A+) — declined due to financial condition of the City of Hartford
ULLICO (B+) — can’t compete with requested program

XL (A) — can’t compete with requested program

Historical pricing from Chubb:

2/27/08-09 New business $70,275
2/27/09-10 renewal $73,750
2/27/10-11 renewal $70,075
2/27/11-12 renewal $67,975
2/27/12-13 renewal 567,750

Scott C. Farrell

ARC New England

1224 Mill Street, Building A
East Berlin, CT 06023
direct dial — 860-517-3102
phone - 860-793-9333
mobile - 860-938-6725
www.arcbrokers.com



