City of Hartford Pension Commission
City Conference Room
260 Constitution Plaza
Hartford, Connecticut
Friday, September 25, 2015
9:00 a.m.
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INVESTMENT PROGRAM

Review of Meeting Minutes

o  Minutes of July 24, 2015

Status of the MERFT Portfolio

o Inventory of Assets as of July 31, 2015 and August 31, 2015
e MERF's Overall Performance

NEPC Update
o MERF Quarterly Performance Reports

MERF Update: Rebalancing Progress

Real Assets

e Proposed Real Assets Guidelines
o Investment Pacing Plan

Private Equity Due Diligence
e Ares Corporate Opportunities Fund V

Proposed Schedule of the MERF’s Investment Managers Annual Performance
Review Meeting Dates for FY 2015-2016

Other Business

o 36 Edwards Street—Proposal to maintain the property owned by
Pension Commission
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CITY OF HARTFORD
PENSION COMMISSION
MEMORANDUM
To: Pension Commission
Lty
From: Adam M. Cloud, Sectretaty
Date: September 15, 2015
Subject: Review of Minutes from the Meeting of July 24, 2015

Enclosed for your review are the minutes of the investment portion of the Pension Commission
; ¥ P
meeting of Friday, July 24, 2015.
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City of Hartford Pension Commission

City Conference Room
260 Constitution Plaza
Hartford, CT 06103
Friday, July 24, 2015
9:00 a.m.

MINUTES

INVESTMENT PROGRAM

MEMBERS PRESENT:

MEMBERS EXCUSED:

STAFL PRESENT:

OTHERS PRESENT:

Peter Stevens, Chairman; Frank Lord, Commissioner; Gene
Goldman, Commissioner; Adam M. Cloud, Secretary and
Carmen I. Sierra, Assistant Secretary

Nicholas Trigila, Employee Representative

Gary B. Draghi, Director of Investments; P. Wayne Moore,
Assistant Director of Investments; ]. Sean Antoine, Principal
Administrative Analyst; Donna Parker, Plan Administrator
and Rebecca Crowley, Assistant Plan Administrator

Lisa Silvestri, Corp. Council; George Zoltowski, Management
and Budget; Terry Williams, Senior Administrative Assistant;
Chelsea Mott, City of Hartford Accountant; Kristin Finney-
Cooke, of NEPC, the MERF's general consultant (via phone)
and Tad Fergusson, PCA, the MERF's private equity
consultant.

Review of Minutes as of June 26, 2015

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

A motion was made, seconded and unanimously adopted to accept the

minutes as presented.
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Status of the MERF Portfolio as of June 30, 2015

Chairman Stevens introduced the item and asked the Investment Unit to report.
J. Sean Antoine, the MERF’s Principal Administrative Analyst, reported that, at June 30,
2015, the MERF portfolio had a market value of $1.03 billion and had generated a
negative 1.2% net of fees return for the month, which outperformed the benchmark
return of negative 1.5%, by 30 basis points.

Mr. Antoine then reported that the MERF’s equity portfolio posted a negative 2.1%
return for the month, outperforming the benchmark return of negative 2.3%, by 20
basis points. He also reported that the MERF's private equity portfolio posted a
positive 24% net return for the month, outperforming the benchmark return of
negative 1.5%, by 390 basis points.

Mr. Antoine went on to report that the MERF's fixed income portfolio posted a
negative 1.2% net return for the month, outperforming the custom benchmark return of
negative 2.1%, by 90 basis points. He noted that the MERF's hedge fund portfolio
posted a return of negative 0.7%, outperforming its benchmark return of negative 1.2%,
by 50 basis points. Mr. Antoine also reported that the MERF’s private debt portfolio
outperformed its benchmark while its real estate portfolio underperformed. Discussion
ensued.

Lastly, Mr. Antoine reviewed the MERF's asset allocation positioning relative to its
targets and target ranges.

The Commission accepted the report for advice.

Pension Consulting Alliance Update — Private Equity Performance Report

Chairman Stevens introduced the item and asked Mr. Tad Fergusson of Pension
Consulting Alliance (“PCA”), the MERF's private equity consultant, to report to the
Commission. Mr. Fergusson reported that, as of year-end December 31, 2014, the
MERF’s private equity portfolio program had $138.5 million in active commitments
across 17 partnerships. He stated that the portfolio’s strong performance continued,
resulting in a net internal rate of return of a 12.5% since inception and a multiple of
invested capital of 1.4 times. He went on to note that the program remained at the high
end (8.1%) of its target allocation range as the material distributions it has generated
have been more than offset by the appreciation in value of the remaining underlying
holdings.

Mr. Fergusson noted that, despite the strong absolute returns, the Program has
outperformed its public equity based policy benchmark (Russell 3000 plus 300 basis
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points) over the ten-year time period and since inception but has underperformed over
the past one, three, and five-year time periods, due to the exceptionally strong
performance of the public equity markets in recent years. He noted that such equity
market returns have been well above long-term expectations during those time
periods.

With regard to new investments, he noted that since the program was at the high end
of its target allocation and given the relatively high priced buyout market, PCA
recommended that the MERF remain highly selective regarding potential future
private equity investments. Discussion ensued.

In closing, Mr. Fergusson stated that the MERF’s portfolio was well diversified and
positioned for continued strong performance.

The Commission accepted the report for advice.

Longevity Swap Product Presentation

Chairman Stevens introduced the item. Secretary Cloud stated that, in an effort to
keep the Commission well informed on new investments, he had asked the firm
William Blair to make a presentation on longevity swaps. He then asked the
representative from William Blair to address the Commission.

Mr. Richard W. Thivierge, Managing Director introduced his colleagues Aleks
Granchalek, Director. He then gave a brief overview of the firm and asked Mr.
Granchalek to discuss longevity swaps. Mr. Granchalek stated that longevity swaps
transfer the longevity risk (the possibility of members living longer than actuarial
projections) of defined benefit pension funds to an insurer or bank. Mr. Granchalek
added that longevity swaps are typically structured either as a derivative or as
insurance contracts depending on the counterparty. He then noted that longevity risk
is one of the most significant risks faced by defined benefit pension schemes. He stated
that, while many pension schemes have used liability matching investment to reduce
investment risk, they remain exposed to longevity risk. Mr. Granchalek concluded by
noting that defined benefit pension funds such as the MERF could use longevity swaps
in conjunction with other risk mitigation strategies to minimize overall risk.
Discussion ensued.

The Commission accepted the report for advice.
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Reports on Annual Performance Review Meeting with Parametric Eaton Vance

Chairman Steven introduced the item. Mr. Gary Draghi, the MERF's Director of
Investments, stated that the report was self-explanatory.

The Commission accepted the reports for advice.

Securifies Lending Report

Chairman Stevens introduced the item. Secretary Cloud asked P. Wayne Moore, the
MERF’s Assistant Director of Investments, to address the Commission. Mr. Moore
began by recapping the MERF’s decision to reinstitute its securities lending program
noting that this decision followed BNY Mellon’s reconstitution of its securities lending
offerings in a manner that featured a number of significant improvements including
centralizing all short-term cash management, discontinuing the offering of more
aggressive cash collateral reinvestment pools, offering more customized guidelines and
using centralized credit analysis technology. He pointed out that BNY Mellon was one
of the industry’s largest securities lending service providers.

He then briefly described the MERF's program stating that borrowers include broker
dealers, banks and hedge funds that borrow securities for a variety of reasons. He
noted that it was prudently managed with conservative guidelines. MERF securities
were lent to only the most credit worthy borrowers and that these borrowers were put
through a rigorous screening process by BNY Mellon before being allowed to borrow
securities. Mr. Moore then reviewed the MERF's securities lending report and
concluded by noting that, since inception in October 2013, the MERF's cumulative
earnings totaled approximately $196,000, exceeding initial estimates. Discussion
ensued.

The Commission accepted the report for advice.

Other Business

Chairman Stevens introduced the item. Secretary Cloud stated asked Mr. Draghi to
address the Commission. Mr. Draghi noted that a number of changes had occurred
affecting MERF managers since the last meeting.  He began by informing the
Commission that TA Realty (“TA”) recently announced that four of its twenty-three
partners had left the firm. He stated that these individuals were not senior partners
and that their departures had not triggered any of the “Key Person” provisions in the
fund documents. He added that TA had indicated that others would assume their
responsibilities and that resources would be added, as needed. He noted that NEPC
did not believe that this change would negatively affect the MERF's existing
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investment with TA but was a contributing factor in its recommendation that the
MEREF pass on TA’s most recent fund offering. Discussion ensued.

Mr. Draghi went on to report that Vista Equity Partners had recently sold a 20% stake
in the firm to Dyal Capital, a firm that invests in minority stakes in general partners
such as Vista. He recounted Vista’s assertion that this transaction would allow Vista to
strengthen its capital structure that, in turn, would allow Vista to accelerate its deal
flow, increase its investor base and enhance its product platform. He noted that PCA
was reviewing this transaction on the MERF’s behalf and would report back when this
review was complete. Discussion ensued.

Mr. Draghi then noted that First Eagle, an international equity manager for the MERF,
announced a restructuring of its ownership that resulted in an increase in employee
ownership, continued involvement of the Arnhold family as a majority owner and a
repositioning of its non-employee minority owners. He noted that NEPC felt this
change was positive for the firm and its investors.

Lastly, Mr. Draghi mentioned that Ares Management, one of the MERF's private equity
managers, and Kayne Anderson announced a merger to form Ares Kayne Management
L.P., with the intention of creating one of the largest and most diversified alternative
asset managers in the U.S. He added that further information would be forthcoming
but that, based on preliminary information, the MERF’s consultants thought this would
be a positive for clients. Discussion ensued.

The Commission accepted the report for advice,

Treasurer Cloud reported that the property manager responsible for maintaining the
parcel of land owned by the MERF at 36 Edward Street, Hartford, was no longer in
business. He added that he was in the process of selecting a replacement from the City
approved vendor services list and that he would report back to the Commission at its
October meeting as to a replacement. Discussion ensued.

The Commission accepted the report for advice.

In closing, Treasurer Cloud stated that there was not any further business.

There being no further business, Chairman Stevens adjourned the meeting.

) | .y
atrest,_ L Po M /[ /({ﬁr,j

Adam M. Cloud, Secretéry
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MEMORANDUM

To:

From:

Date:

Subject:

Pension)Comjnission
Lzl ¢
Adam M. Cloud, Secretary

September 15, 2015

Status of MERF Portfolio as of July 31, 2015
a. Inventory of Assets
b. MERF’s Overall Performance

Status of MERF Portfolio as of August 31, 2015
a. Inventory of Assets
b. MERPF’s Overall Performance

Portfolio performance reportts for the months of July 2015 and August 2015 are enclosed. We look
forward to discussing them with you.
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INTEROFFICE MEMORANDUM

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

FROM: Gary B. Draghi, Director of Investments,
P. Wayne Moore, Assistant Director of Investments
J. Sean Antoine, Principal Investment Analyst

DATE: September 16, 2015
SUBJECT:  MERF Investment Portfolio Status, as of July 31, 2015

PERFORMANCE:

As of July 31, 2015, the MERF’s net asset value totaled $1.02 billion. Total fund performance for the
month of July, net of fees, was 0.1%, which matched the MERF benchmark return. The components of
monthly performance are illustrated below.
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The MERF’s public equity portfolio posted a -0.4% return, for the month, underperforming the
benchmark return of 0.3%, by 70 basis points. All sectors except emerging markets underperformed
their benchmarks. Only domestic equities generated positive returns for the month.

Public Equity-Benchmark Relative Performance
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The MERF’s overall fixed income performance of 0.2%, net of fees, lagged the benchmark by 60 basis
points. Notably, global fixed income and long duration lagged their benchmarks for the month, while

high yield outperformed its benchmark.
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ASSET ALLOCATION:
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As of July 2015, the MERF continues to be overweight its custom benchmark targets in equity, private
equity and cash while alternative allocations continue moving towards target ranges. Hedge funds, real

estate, private debt and commodities are below target allocations.

Allocation v Target
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The MERF was within target ranges for all asset classes except hedge funds and commodities. These

underweights are tactical positions.

Allocation v. Target Range
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INVESTMENTS:
AGENDA ITEM II

INTEROFFICE MEMORANDUM

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

FROM: Gary B. Draghi, Director of Investments,
P. Wayne Moore, Assistant Director of Investments
J. Sean Antoine, Principal Investment Analyst

DATE: September 16, 2015

SUBJECT: MERF Investment Portfolio Status, as of August 31, 2015

PERFORMANCE:

As of August 31, 2015, the MERF’s net asset value totaled $997 million. Total fund performance for the
month of August, net of fees, was -2.2%, which outperformed the MERF benchmark return of -3.3%, by
110 basis points. The components of monthly performance are illustrated below.
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INVESTMENTS:
AGENDA ITEM II

The MERF’s public equity portfolio posted a -6.6% return, for the month, slightly outperforming the
benchmark return of -6.8%, by 20 basis points. International developed equities outperformed for the
month, while emerging equities underperformed its benchmark.

Public Equity-Benchmark Relative Performance
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The MERF’s overall fixed income performance of -1.0%, net of fees, lagged the benchmark by 20 basis
points, driven by negative benchmark relative results in core/core plus, long duration and emerging
market debt. Global bonds did the best, up 1.1% and 100 basis points ahead of its index, while inflation
linked and high yield outperformed despite negative absolute returns.

Fixed Income-Benchmark Relative Performance
ME 8.31.15

i MERF, Net

1 Benchmk

.. Diff'ce

0.5

% Return

-0.5

1.0 4

_2.0 L EESTEETReS Ty o e e e et S e e e

Asset Classes




INVESTMENTS:
AGENDA ITEM 11

ASSET ALLOCATION:
As of August 2015, the MERF continues to be overweight its custom benchmark targets in equity,
private equity and cash while hedge funds, real estate and commodities are below target allocations.

Allocation v Target
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The MERF was within target ranges for all asset classes except hedge funds and commodities. These
underweights are tactical position.

Allocation v. Target Range
ME 8.31.15

“ MERF

i Target-Min.

300

. Target-Max.

250

Allocation %

100 -

S50

Private Equl Real Estate Private Debt Commodity Cash & Equlv.

o0

Asset Classes




€0 0C Vidre PIIA YSiH

T°0- 1 ¢TI amw3
T0 8'0- yill o pyur] u eyl
0T T0 T [edo|D
00 L 0- L0 pauieasuodun
9'0- 8°0- v1- uJng Suo1
0 T0 €0 +3100/240D
0 80 071 paxid |BeloL
L0 06- £6- Swisiaw |au|
0 gL T'L- ‘Al |, 3u]
00 0'9- 0'9- JnsswoQ
0 8'9- 919~ Ayinb3 |e30]
S°L66 O TET 00L 80 000t 66 TVLOL MI3HD
€09 083 00 £'E ST 'S 00 00 00 "AInb3 R ysed
61 or 0c 8- o€ 0 00 €0 &0 Aypowwo)
S.Le 0'S 0T 0 o€ 8¢ ¥'C 0= L'T 1qeg a1eAld
8'8S O'TT 0's T 0’8 6°S 70 00 7’0 232357 [e”y
7'6L 08 0'€ 0> 0's 08 €0t LS 9F Aunb3 ajeaud
0'1s o'¢t 0’8 6V 001 T 00 L= L= pd 8paH
689 0’6 0's T°0- 0L 69 00 8'¢- 8'¢- YV
2°00¢€ oot 0Tt 7 0- S0¢€ T°0€ 0 8°0- 0T- awiodU| paxiy
S'eve 0'6€ 0's¢ o'¢ oZe 0's€ 0 89 979~ Aunb3
90 £ Lt pung [ei0l
jlewyduag 4¥3IN xep-128ie]  unn-1eSie] 20,41a 1w8ie] JH3IN 20,11a Jlewiysuag JY3N
(suoijjiw §) an[ep 3355y 28ejusdiad uonelo||y % UIniay

padinbaus indu] =

STOT 1sngny 133HS LNdNI Y1vd



vLOZ/LER #'6L) S = L= = lo'ee) (szL) e'st) (o41) (6g) L] g5

LOZ/LER {'st) e e - loez) (sz1) (es1) (97LL) (e78) 90 85

Z10Z/0E/9 (50 = i L 22 {Z've) (6ZL) (ZeL) lo's1) (g'g) A ¥'ze

ZL0Z/0E/9 (32) == = - g%) (gsz) (ta1) (8'€tL) (5'51) (Za) ot 282

LOOZ/LE/ 68 fe¥e] Z0 (6°0) (') (oce) (6'zt) (cgt) (9°2t) (0'6)

0002/0S! 09 Y (1) (9°1) (') (e'vz) (ep1) (o'gL) (e's1) (L6) z5 Tz

LOOZ/LENL 68 gs z0 (6°0) (#2) (oez) (672t (cgL) (9°24) (0'6)

L00z/82/Z - - - - %) (9v2) L) (£rgL) (s's1) (£8) 25 0°8s

VLOZ/LEIL 9'12) - - - == l0'52) (2'51) (8'6) (rzL) (+'9) 10 50

YLOZ/LELL (8'9) o e = S 520 (10 (s's) (zg e 90 g's

YLO0ZILEIL R ] = 2 . (z°6) (91} (e°s) (978) (e72) 90 9

9002/LE/S gL = ¢ L s'8 (g2} [t400)] () (tg) r'2)

900Z/LE/S [k > i EE 95 8t (ee) ze) (s ] (5°oL) (L) £5 TEs

Z00Z/LE/0L vLt L' ve e se (52) (zo) (#'g) [(%:)] 2

z00z/Le0L Vird" gL 89 6L SL (b#) 6l (g'e) r'g) (o°2) Ly ey

666L/0E/9 £t Er L% o] 06 (L) Lo (r's) (L8] €

666L/0E/9 €5 Ly e 9’9 95 (g79) (670} (s's) (z'g) (z's) LoL 5004

L002/821T L s 0 99 5§ (8"9) (s'0) (9°5) (z'8) (g7g) L0 2901

666L/LE/ £t 9r 9z VA €9 1L (re) (6°2) (roL) (c4)

LEBLIOEIE 44 s £l gt 61 (1'51) (g9} (0%6) (e711) (2) §'9L g'yaL

200Z/LE/0k - = = = <= €0 (g (O] (0°9) (o'e) 5L Bl

L66LILEIOL = = = L €0 (22 &y} (og) (0°9) s’ syl

0L0Z/08/6 r'rt ki - rrl rEl (g Ly (€9) €L 6'r)

OLOZIOES 5SS == = =1 Pl (&zL) (1'g) (s'8) (Ze) (95) 1'E 80E

ZLOZ/LESS gLt - - - s9L L'g 60 () (09) (92)

zLozILErs 9L e e £ vl e 50 (2'9) (zs) (9r9) £T 8ZT

£002/LE/04 L8 z2'9 (=) bl 6ct (4] {Lg) sg) (r'2) (0'9)

£00Z/LE/04 SoL L'6 60L 591 Gl gt (91) (e (09 (g9) 65 685

666L/LE/2 ge ] Z0t vll egt k4 04 (672 (o) (tg)

666L/LEIS Sy S'L e €51 £EL £z (8°1) (g2 (L) (z'g) g's v'L8

L66L/LE/04 v W4 =¥} 09l 9rL ¥0 (9°2) ') (L9} (0'g)

966L/LE/8 6L 29 58 2’5l Tl (e70) (12 (L) (e'g) (19) 0Ll 6691

966LILER S 9 #2 g8 09L 9rL ¥0 9z (8% (t9) (1'g)

LE6L/E/04 ] gs g8 09k 9kl #0 (92) ) (4°9) (0°9)

L00Z/82/2 8§ - e 25l vl (z'o) (g (Lv) (g°9) (0°9) §'8L L'v8L

rOOZ/0E/6 Vi L9 09 g0l Lok (6°9) foe) (9°9) (e (g9

L00Z/8212 8T Ly 6 9L (z8) (5w} (59) (g8} (979) 0S¢ S'6VE

966L/LERL 2 et L0 Lo 00 00 00 00 00 00

966L/LE/0L 6 L 0 £0 z0 1o L'0 ] 00 00 't (8743

6002/0Esr 28 e = 8g 9r (ge} (€4) el (9°%) (4]

600Z/0%/Y L E = 1'e 9's (t9) (0w} (1p) (19) (ra)] L's L85

6002/LEIS s - - 0§ 9y (os) (0°¢) ze) (v (e L el

966L/LERL e g Ly eg 9 L€ 8¢ #0 /i L0

966L/LERL 69 £9 69 00t L8 Lo (t°1) (g'z) @t (3¢)

Y002/06/6 99 6 65 £ ] (el ) (1'g) V7] (9¢)

0664/82/2 L'g 8% 09 vl rs (8'¢) (€) (ze) (9't) (ce)

986L/LE/L % 28 % €5 % 1S % TL % 2§ % (6°L) % §0 % 92T % (8¢) % (L£2) % o000l §°266%
areqa ajeq oy SIBIA 0L SIBOA L SIBOA S SIBOA € JB9A L QLA QLA [eastd syjuop ¢ 1snbny pund anfep

uondasu| uopdasu| IE30L 40 % pER 1]

pozIenuUUY

$10Z ‘L€ 1snbny Buipuz pouad

abed aouswIONad
|euld - $334 JO 18N

4¥3N piogey jo 1o

Xapul N3 DS AIlEA YDSS
anissed Builbtows ju|

A3 2uj0WEIEd
TN - SJOUME AU| UBLPUOY
pusping JaN Buibiawz |1DSN
oAllay ButBrow3 j3u|

puapinig e Bulbiewz 108N
sjoqae BuiBiows pu|

Xapu| gv0 I2SI Aea YOSS
pund xepul 34v3 ¥YOSS
aAIssEd S1oMsep padojoaag pul

puaping JeN 32T IOSIN
Umelgy em._mn_ (U] P17 [EUCHELWIIU| BODS JaYefn
(ee) yewyoueg wosny gbeg Jsio
deD | pup Wby 1seau| aibes 1siid
8yisodwo) 34vF 1I0SN
dARDY SIOE podojoaaq ]
SPIN padojanaq Aynb3 pu|

fos) Xapu| AInk3 'S X |2GOLD) 19SSy
Anb3 jeuoneusalu]

XOpU| 0OOE 1955y VOSS
aatssed A3nb3 ongnd sn

Xepu| SnjeA 00ST i1essny
JaleEBUE 195SY UNSUWAWINOS

XSPU[ IMOID 000E [18ssny
ymolg ded |[ews Jualebeueiy JuaLlisasu] ONI

BN/EA 0001 ifessny
anjeA den abie uowoebeuey |eydes ojBeg

LM0IG 0001 [1ossny
ywous) deg obiue Jwbpy [epde) sjuepy

Xapul 000¢ [rassny
2AR2Y Anb3 olgnd SN

(6} paseg den-fanod Ainb3 SN
X8pU! DOOE jessny
Anb3 aqnd sn

(@) yewyausg pia Anbg quo
Anb3 a119nd [eqolD

sig-L Aeq 06
pund juowdfed syjoudg

a3 WIBWYOUST UOHBIO)Y JOSSY

)] Ppund uoREI0|[|Y IOSSY
fs) otjopod Arpinbi
] %S¢ $ni¢ 140

) peseg vonezyended-Aolo

@ ewyousg piba ueid jejoL

W wewyauag Layod

uoneplosuoy ue|d [e1oL



966L/LE/ZL vz £t L0 L0 00 00 00 00 00 00

L66L/LE1L ¥4 e ' S0 S0 T 60 S0 90 00 09 £09

¥LOZILEIR (8'0) vt e == = (g2 oo (ee) (o) (g1) zo £

oLOZ/LElL 65 - - z9 (44 (8'0) 9L (o)) 62 (1) 5¢ 7'BE

0LOZ/LE/L s2 s = 14 vy (s€) (e0) (a2 (er) 0z

oLoz/LE/L 65 i ) z'9 44 (s'0) s (VAIH} (oe (1) rad Ly

¥L0Z/LE/8 (1°02) = = ] = (e'12) (Zzw (08) (18 (e'g) €0 e

500Z/1e/8 28 8 68 29 gt (20) ze (7'0) (z2) (o) 1’9 809

S00Z/LE/3 4 L 04 06 St (0e) L (z°0) (r'e) {i°L)

L002/8Z1Z LL = Lg v'9 £t (12 'L (g'0) (972 ) e Tre

PLOZILES (g2 - - - - (8Z) (€0 (g'0) (5°1) (g'0) (4] £T

SO0Z/0ENY 44 Zr Le 0e (Z'1) ez [50] (90 (5'1) V2] Le Tie

sooe/ocly 44 Lr ve ge (L) L) (t40)] 9°0) =7} 20

Looz/szie gy Pt L 8¢ (z'y) (e2) 1o (970 (51 (20) oy §'62

000Z/08/9 < = a el = (&b (0's) ot oL L0 z0 52

Lo0z/8zie o = o= o = (6'11) (0's) o'k oL L0 z0 §2

L0021 g€ = 62 A #'1) (7'9) (£2) £0 (Lo 10

100Z/82/Z 2e - LT Lo (z2) (2s) (¥'2) (10 (0'0) 5 z'o sz

Sloz/Len (91} - - s = =] L) (9°4) = (L)

SLOZ/LENL (£'0) S e 5 = - - {0)] == (20 oy L'BE

SLOZ/LENL (£0} G = o= = o = (£0) o (2'0) oy L'6E

sooe/LE/e 4 = 64 9% Lk (£0) ze) vt (r'g) (g0)

rLOZILER 8z — - dan ~ (e'0) (1'g) £l (r'e) (g0 [=3s] =3

8002/12/C 5’9 = PX] oy (o) £'0) (1'g) £ (+Z) (g'0) S0 gy

BOGZ/0/9 84 = 64 9% Lt [#)] (4] ¥ (re) (80}

BO0Z/0E/D £L = 5L v (e0) &) (v'e) [t4] £ ) 95 LSS

800Z/0E/9 L o 0g b4 (c0) (z'p) (r'e) (z'1) (2 #1) s LSS

800e/LE/E £4 ™ 54 9g L3 €0 (4] #i (r'g) (a0)

800Z/LE/E SL L 0g oy (c'0) (g) (7€) (o°1) (£2) (v L9 09

Lioe/LES ce = - - (= 9t +0 el (s0) (to)

LLOZ/LESS VE »e: s e ¥l Gl ¥'0 50 (g0 (1o 80 ¥'8

866L/LE/5 €5 St gy o't gL 9t ¥o 90 (g0 (Lo

866L/LE/S vy x4 b4 6L L sl +'0 S0 (9°0) [§A)] 2'0 '8

Z00e/L8/04 Sy St Sy ot St 9t r'o 90 (s'0) (t'0)

2002/ LEOL 4 b=k d £5 ge i 60 ¥0 v0 (L0 (g0 er 9Ty

9661L/LE21L ] =54 SF o€ gt 9t +'0 90 (g0) (Lo

ZE6LILENL £L gL L0l 70l 50l 09 g'e 00 zo (o 10 20

9B6L/LERL re St S 0e gt 9t o 90 (=30} (L0}

966L/LEMB 9g A= 25 €5 LE Le €7 90 80 €0 00 va

966LILEIL S'S Ty 0's 6 £z V'L S0 0 (£0) (€'0) vy gty

96644162 L -] Sy Sy oe gL 9t o 90 (s0) (t'o)

966LILEIL TS 6 F4 4 e 6L L s'0 0 (9°0) (c70) zs z'Zs

$00Z/0E/6 zr Ly or 5 90 (60) (=47} [=40] (z'0) (L0}

266174642 [ k4 %4 0 Sk 9L ¥0 90 (50) (Lol

L002/LE/L L9 - z'9 9r =4 (9°t) (870) (©00) (te) 80

L6BLILEIL % 66 % LS % §'§ % 6'¢ % 0 % (£2) % (s'0) % (g'0) % (6°L) % (0l % L0og Z°00ES
aeq ajeq 03 Sieaj 0L SIBOA L SIBOA S SIBOA € 1234 L atA QLA [e9s1d SUIUOI € isnbny pund anjep

uondeou;  uondadsy] 1230130 %  janem

pazjjenuuy

5102 ‘LgIsnbny Buipug pouad
abed aousuuopad
[Bul - $224 JO 18N

dY3IN piogeH jo Ao

(2t}
(64)

5L

.27

SIG- Yuoyy £ unsesil '§'n
OARDY - yseD

puog plolA UBiH vOSS
[EpdED UBLBUBYS
XSPU e RISIA YBIH dnosBy1D
PIOIA YBIH

4nQ 207 INT 9AISSEd YOSS
19 s1enel BuiSiawg [enuapnid
12q0I9 |93 NIk
1q0Q sPiN BuiBiowg

xopu| sdiL SN YOSS
Sdll "©0 2 UBWILIBH SJ0410Jg umoig

X3pUI SdIL SN Aunseadt [erden sAepleg

o)1s0dWoD PoyuI uonelu)

4VY PUOg JUBLILIANOY PLOM VOSS
onIssEd - Paxid [eqolD

pabpaH-un |eqo|s ayebialbby |ende) sAepieg

poxid [eqolD

%E snyd Joqr
eyd)y a18sieng s9jiesg siwoo
2wWosu| paxid paulessuosuf)

¥P2iDAN0D buoT [eyde] sdepleg
¥PaID/MOD SN BuoT YOSS
aalssed uoneing buon

HpapAn0S BuoT jeyde) shepieg
paxi4 uonesng Buo OOWId
9aRoY uoneing BuoT

¥peIoAN0S buoT jeyde) sdepieg
uoneinq GuoT |g30)

puog ejebaibby jeyden sdAepieg
dvv XAl B8y sAejoieg vOSS
pucg ejebalbby jeyden shepieg
OAISSEd SNhjd 9409/2100 SN

pucg slebaibby |eydes sAepseg
AWOU| paxid snid 8400 OJWIH

pucg ajebasbby jeyder sAepieg
‘0D juowebeueyy 10ssy Biqwn|o)

puog ajebaibby jeyden sAepieg
$219 (QV) YNLIY

DAIDY SLIODU] POXi4 SNid 9405/2109) SN

puog ojebaibby jejden) sAepieg
snid 2409/2400 SN

AW PIBM, SWODU| PIXI GUIOD

puog ajebasbby jenden sdepieg

JBWY2USg Paxi< Woisng
owoou| paxid [goL



= 8z 9% 9¢ zs 64 314 - sz (21
VL0Z/LE/S g1 = == =) == 0z 60 (z'1) (6L} [VAID)] L's 0'Ls
= =74 re £G vy ¥t ford =] {60) o)
£LOZ/LE/L 8'0L o = s 8oL L'z 8T 8T & 2T sz
866L/LEML £6 e 0% gzt SLt LTk L9 00 o€ 00
866L/LE/L (o) (gg) (Lg) 9 §L 0oL sy 6 8T 0 [ 88§
Z002/L8/24 2t »'0L 6L 0’64 9ULL re (eo) (ot} (55} (2'g)
200Z/L22L ovL vyl 2oL a1 §LL g2 9L S 0L Y 08 6L
2002/32/2 Ls P €g 96 #6 5'g ] 1) (o'L) (g't)
L002/8212 '8 o 1e 6TL {Ar 48 sZL LX) 4 Tt s e Laie
R (r'6) (6'¢L) (L2) ©8t) (912) (ort) - (6ct) £0
PLOZ/LEMR {L6€) = = — - Ziw) owL) (s'eL) 6gL) £0 z0 -
vL0Z/LE/8 (L'sg) - e - - ') (owL) (8'eL) (67eL) 20 zo &'l
ZL0Z/0E/ 9'¢ — — - L9 (ge) (8L (g2 47} (g¢)
CLOZ/OEN 6'S = = = 5’9 (1'e) g0 {9'g) {%'s) {s'e) Se L'SE
ZLozioes 29 - - - L (Le) (g'L) (2e) g ©r)
ZLoz/oel 2y - e o g5 (o) 90 (5'%) (€9) o) 7'e 8'ee
ZLOZ0E 2% = = = 8G (t'g) eel c'e) or) (ge)
ZLOZIOE I % §§ % = Yo % - % L'9 % (s'g) % (1'0) % (0'%) % (6's) % (ge) % 69 6898
21eq 9qeQ O} SIBIA 0L SIBIA L SIBBA § SIBIA € JBOA L ala QlAledsid  syuopw € Isnbny pung anjep
uondoou;  uondasu| [B301 30 %  jenuepy
pazienuuy 10z ‘Lg Jsnbny Buipug pouad

abed souswlopay
|euld - $994 JO 19N

J¥3W piofey Jo A1D

=P

feL)

fet)

XSpu{ Spun- Jo pund [y-dH
asodwo) pund o6poH

XSPU| VDT PObiesanaT ISSING IPBID

3g0Q 9jeAUd

(ssgasiyuibl )Apadold 413H0N
jeys3 |eay

$89 0E + 000E I12sSny
Ainb3 ojeaug

YIBWLOUOG SOAJCLLSYY
SIANRWIDNY

1089 o%S

410 d0 IN 1089 Jd%8 VOSS
SORIPOWWIOD

BWYIUSG HI0I4IEIG
P4 UORE0|IY [BGOISD oonoe|g
yjewysuag voibuisi
d77 00 wawabeuep uciBuljoas
189/M 310 07 PHOM 108N 09
UonlEd0||Y JOSSY [2q0|D



INVESTMENTS:
AGENDA I'TEM 111

CITY OF HARTFORD
PENSION COMMISSION
MEMORANDUM
To: Pension Commission
//{,/' //f‘/ ¢_7-¢ g
From: Adam M. Cloud, Secretary
Date: September 15, 2015
Subject: NEPC Update — MERF Quarterly Performance Reports

NEPC representatives will present the portfolio reports which are attached for your review.




Mandate Description

Domestic Equity
Large Growth Atlanta

Large Value  Eagle

Subtotal Large Cap
SMID Value  SouthernSun
Small Growth ING

Subtotal Small & Midcap
R3000 Domestic Public Aclive
R3000 SSGA Passive

Domestic Equity

International Equity

Large Growth Waller Scott

All Cap Value First Eagle

EAFE SSGA Passive

MSCI CAD SSGA Passive
Developed Int'l Equity

Em. Mkt. Eq.  Mondrian

Em. Mkt. Eq.  Parametric

MSCI EM SSGA Passive

Em. Mkt. Eq.  Emerging Mkts Equity
Total Equity

Global Asset Allocation

€0 Gl eg'40 Gl f¢ BlackRock

6561 Eq/35 US Fie Wellington

Global Asset Allocation
Commodities
Active Mgr-TBD

S&P GSCI SSGA Passive
Commodities
Fixed Income
GIC AETNA GIC
Run off CONNING-Columbia**
Core Plus HIMCO Core Plus*
1-3Yr Treas. SSGA Passive
BarclaysAgg SSGA Passive
Core Fixed
Unconstr. Fl  Loomis Sayles
Long Dur'n PIMCO Long Duration
Long Dur'n SSGA Passive
Lg Dur'n Fixed
Global Fixed Mondrian
WGBI SSGA Passive
Global Fixed
Dom. TIPS BBH TIPS
Barclays TIPS SSGA Passive
TIPS
Em. Mkt. Dbt Prudential EMD
EMD Local SSGA Passive
EM Debt
Hi Yield Shenkman Capital
Barclays HY SSGA Passive
Hi Yield Fixed
Total Fixed
Alternatives:
Real Estate
Real Assets

Private Equity

Private Debt

Hedge Funds

Total Alternatives
Liquidity:

Ben Paymt Fd @ CT STIF

Cash @ BNYM STIF

Liquidity

Total MERF Assets

MERF VS. 7.01.15 FWD ALLOC'N TARGETS
06.30.15 w. Subsequent Moves

Com.(CF) v. Approx. MERF
Sep Acct Alloc'n Portf. after
(SA) Monthend NAV Changes Changes

SA 59,000,000 - 59,000,000
SA 61,200,000 - 61,200,000
120,200,000 - 120,200,000
SA 33,600,000 - 33,600,000
SA 24,500,000 - 24,500,000
58,100,000 - 58,100,000
178,300,000 - 178,300,000
CF 15,200,000 2,600,000 17,800,000
193,500,000 2,600,000 196,100,000
CF 57,200,000 - 57,200,000
SA 49,300,000 - 49,300,000
CF 5,800,000 1,000,000 6,800,000
CF 500,000 100,000 600,000
112,800,000 1,100,000 113,900,000
CF 34,600,000 (5,000,000) 29,600,000
CF 50,000,000 (22,000,000) 28,000,000
CF 5,900,000 1,000,000 6,900,000
90,500,000 (26,000,000) 64,500,000
396,800,000° '(éi;'a_ﬂ'o';oﬂm( 374,500,000
CF 36,600,000 " 36,600,000
CF 35,600,000 - 35,600,000
72,200,000 - 72,200,000
CF 1,800,000 300,000 2,100,000
1,800,000 300,000 2,100,000
N/A 400,000 - 400,000
SA 800,000 - 800,000
SA 42,500,000 - 42,500,000

CF - - -
CF 9,000,000 1,500,000 10,500,000
52,700,000 1,500,000 54,200,000
CF - 45,000,000 45,000,000
SA 67,300,000 (11,000,000) 56,300,000
CF 5,100,000 900,000 6,000,000
72,400,000 (10,100,000) 62,300,000

SA 31,300,000 (31,300,000) =
CF 2,700,000 400,000 3,100,000
34,000,000 (30,900,000) 3,100,000
SA 47,400,000 (10,000,000) 37,400,000
CF 2,400,000 400,000 2,800,000
49,800,000 (9,600,000) 40,200,000
CF 71,100,000 (10,000,000) 61,100,000
CF 3,600,000 600,000 4,200,000
74,700,000 (9,400,000) 65,300,000
SA 40,100,000 - 40,100,000
CF 2,300,000 400,000 2,700,000
42,400,000 400,000 42,800,000
326,000,000 (13,100,000) 312,900,000
67,400,000 800,000 58,200,000
76,300,000 - 76,300,000
25,400,000 - 25,400,000
51,600,000 - 51,600,000
210,700,000 800,000 211,500,000
17,100,000 17,100,000
1,400,000 34,300,000 35,700,000
18,500,000 34,300,000 52,800,000
1,026,000,000 - 1,026,000,000

%
Allocation

11.7%

5.7%

1.7%
19.1%

11.1%

6.3%

36.6%

7.0%

0.2%

5.3%

4.4%

6.1%

0.3%

3.9%

6.4%

4.2%
30.5%

5.7%
0.0%
7.4%
2.6%
5.0%
20.6%

1.7%
3.5%
51%

100%

EATNSIZ 18 FM

% Diff'ce-
Over  $ Diffce- Over
Target  (Under) (Under)
10.0% 1.7% 17,600,000
5.0% 0.7% 6,800,000
156.0% 4.1% 42,200,000
11.0% 0.1% 1,040,000
6.0% 0.3% 2,940,000
320%  45%  46480,000 |
7.0% 0.0% 380,000
0.0% 0.2% 2,100,000
5.0% 0.3% 2,900,000
50% -0.6% (6,300,000)
6.5% -0.4% (4,390,000)
0.0% 0.3% 3,100,000
4.0% 01% (840,000)
6.0% 0.4% 3,740,000
4.0% 0.2% 1,760,000
30.5% 0.0% (30,000)
8.0% -2.3% (23,880,000)
3.0% -3.0% (30,780,000)
5.0% 2.4% 25,000,000
3.0% -0.5% (6,380,000)
100%  -5.0% {51,000,000)
29.0%  -8.4% (86,040,000)
1.5% 0.2% 1,710,000
0.0% 3.5% 35,700,000
1.5% 3.6% 37,410,000
100.0% 0% 2,900,000

Macintosh HD:Users:garydraghi: Desklop:Asset allocn reports:Rebalance Targets-Summer Moves vs 06.30.15 xisDetall




MERF Asset Allocation vs. Target Ranges

© 0o ~N o G A W =

s
o

12
13

14
15
16

17

June 30, 2015 w/ Portf. Moves

07.01.15 & FWD TARGETS

Current Lower Bound Upper Bound
Asset Class MERF % % % In Range? Y/N Comment
Dom. Equity 19.1% 10 20 ¥
Int'l| Dev'd Mkt Eq | 11.1% 8 14 ) 4
EM Equity 6.3% 4 8 ¥
GTAA 7.0% 5 9 b §
Core Fixed 5.3% a5 6.5 Y
Unconstr. Fixed 4.4% 3.5 6.5 Y
Lg Dur Fixed 6.1% 4.5 8.5 b §
Global Fixed 0.3% 0 1 Y
TIPS 3.9% 2.5 5.5 Y
EM Debt 6.4% 4 8 Y
Hi Yld Fixed 4.2% 2.5 55 Y
Private Equity 7.4% 3 8 b
Real Estate 5.7% 5 11 ¥
Real Assets 0.0% 1 5 N Pending invmt plan
Private Debt 2.5% 1 5 iy
Hedge Funds 5.0% 8 12 N Tactical decision
Commodities 0.2% 0 1 ¥
Frictional $,
Cash & Equiv. 5.1% 0 3 N Tactical
100%
Asset Classes in Target Range 14 of 17




Asset ﬂ_mmm

MERF Over/(Under) Target (07.01.15 & Fwd)
06.30.15 w/Portf. Moves

TOTAL (0)

Dom Eg. | o R e ; Y
Dev. Int'l Equity ¥ 1
Ern. Mkt Eq. |00 3

Gl. Asset Allocn |~ O

(6) Unconstr. FI

Core Fixed | 3
(1) TIPS
Global Fixed

(4) LgDur'n Fixed

EM Debt 4

Hi Yield Fixed 1° 2

(51) i} | HedgeFunds
(S) Private Debt
Private Equity | TS 25
(B T T RealAssets
(24) TR
J Commodities 2

4 p P ) ) _v._n_cmn:g \._,‘.‘-:Iil B SO EeaTE, \HI ; \M w\w p
(60) (50) (40) (30) (20) (120) - 10 20 30 40 50

S Millions Over/(Under) Target




CITY OF HARTFORD
PENSION COMMISSION

INVESTMENTS:
AGENDA ITEM IV

MEMORANDUM

To:

From:
Date:

Subject:

Pensio 1)C0111}1]i§si011
A
Adam M. Cloud, Secretary

September 15, 2015

MERF Update: Rebalancing Progress

Fnclosed please find analyses from Gary Draghi, the MERI”s Director of Investments, reflecting MERF’s
rebalancing activity since our last meeting. We look forward to discussing this with you.




INVESTMEN'S:
AGENDA ITEM V

CITY OF HARTFORD
PENSION COMMISSION
MEMORANDUM
To: Pensiqr)l Commission
AN
From: Adam M. Cloud, Secretary
Date: September 15, 2015

Subject: Real Assets

o Proposed Real Assets Guidelines
o Investment Pacing Plan

In connection with the approved changes to the MIEERIs asset allocation please find information on
proposed real assets guidelines. Once approved, these guidelines will be incorporated in the MERF’s
Ifunding and Investment Policy Statement. Also enclosed is the proposed investment pacing plan for this
assct class.




INVESTMENTS:
AGENDA ITEM VI

CITY OF HARTFORD

MEMORANDUM

TO: Pension Commission

L €
FROM: Adam M. Cloud, Secretary

DATE: Sep;tember 25, 2015

SUBJECT: Consideration of Recommendation Regarding Ares Corporate
Opportunities Fund V, L.P. Due Diligence

Enclosed please find a report from Pension Consulting Alliance, Inc. (“PCA”), the
MERF’s private equity consultant, recommending that the MERF authorize PCA to
proceed with Phase II due diligence on Ares Corporate Opportunities Fund V, L.P.
(“Al'eS V”).

This is a potential re-up commitment as the MERF has invested in the four prior Ares
funds. These investments have a combined current market value of just over $14 million
and have generated net returns ranging from 8% to 23%. However, as was recently
reported, there have been changes to the structure of Ares Capital Management, Inc., the
General Partner of Ares V, and the firm has expanded its product lines since the MERF’s
commitment to Ares Corporate Opportunities Fund IV. Accordingly, additional due
diligence will address these and other issues. As always, there is no additional cost to the
MERF for PCA’s Phase II due diligence work.

Based on PCA’s report, staff and I recommend that the Pension Commission authorize
me to instruct PCA to perform Phase 11 due diligence on Ares V.

I look forward to discussing this matter with you at our upcoming meeting.
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PARITNERSHIP REVIEW
Date: September 25, 2015

To: City of Hartford Municipal Employees' Retirement Fund (“MERF")
From: Pension Consulting Alliance, LLC
Partnership:  Ares Corporate Opportunities Fund V, L.P.

Sector: Buyout / Special Situations
SUMMARY

Pension Consulting Alliance, LLC ("PCA"), has conducted a Phase | partnership review
of the Ares Corporate Opportunities Fund V, LP. ("ACOF V") opportunity and
recommends it for further consideration, including the completion of a full Phase Il due
diligence review.

Ares Management is a global alternative asset manager and SEC-registered investment
adviser with approximately $87 bilion of assets under management and over 800
employees in over 15 offices in the U.S., Europe, Australia, and Asia. The Firm currently
manages four distinct groups: tradable credit, direct lending, real estate, and private
markets and has the flexibility to invest throughout a company's capital structure. These
four groups, while distinct, do attempt to form an integrated platform that can be
mutually beneficial across disciplines.

MERF has an existing long-term relationship with Ares through $26.0 million of
commitments across all four of the prior ACOF funds. As of March 31, 2015, MERF's
aggregate commitments to ACOF funds had drawn down $26.5 million in capital
(greater than commitment amount due to recycling), generated $25.3 million in
distributions, and had a remaining market value of $15.0 million resulting in a 15.5% net
since inception IRR and a 1.5x multiple of invested capital.

ACOF V represents an attractive opportunity to continue to invest with a strong
buyout/special situations manager that has successfully implemented a flexible
investment strategy across economic cycles. However, the Phase | review generated a
few areas of concern that will need to be further examined through a Phase Il review.
These areas include, but may not be limited to:

e The target fund size for Fund V is almost 40% larger than Fund IV. While the ACOF
series of funds has successfully raised consecutively larger funds, comfort will
need to be gained that this fund size increase will not materially change the
investment strategy and transaction type.

o  Growth equity, one of Ares’ four primary transaction types, has not been a strong
contributor to performance with a 1.17x multiple of invested capital. Further
discussions regarding Ares' investment in this tfransaction type and its expected
contribution to results going forward is warranted.
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ALLIANCE

Ares focuses on generating attractive risk-adjusted returns.  Further analysis will
be conducted on areas of fransaction risk (i.e. use of leverage, position in the
capital structure, etc.) where Ares has been able to reduce risk relative to
traditional buyout opportunities.

Ares has experienced organizational change over the past couple of years and
continues to expand/grow. In May 2014, Ares became a public company and
began trading on the New York Stock Exchange. Approximately 70% of the Firm
is stil owned by its most senior investment professionals, each of whom is sfill
involved in the day-to-day activities of the Firm. In January 2015, Ares
completed the acquisition of EIF Management, LLC. This addition expands Ares'
platform to include U.S. focused power and energy private equity investing. On
July 23, 2015, Ares announced that it was entering info a business merger with
Kayne Anderson Capital Advisors, L.P., a private alternative investment manager
focusing predominantly on investments in the mid- and up-stream energy sector
and who has a large retail and high net worth, family offices, and institutional
investor base. Once the merger is complete, the combined firm name will be
Ares Kayne Management, LP. ("Ares Kayne"). Ares Kayne will be a more
diversified alternative asset manager with a combined AUM of $113 billion, as of
March 31, 2015. The transaction is slated to close on January 1, 2016. PCA has
held ongoing discussions with Ares regarding these changes and performed an
onsite visit after the announcement of the merger with Kaye Anderson. Through
these discussions, PCA has gained comfort that the ACOF investment team is
going to remain intact with consistent decision-making/governance. However,
ongoing monitoring will be warranted.
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KEY FINDINGS

PCA's key findings in its Phase | review of ACOF V are:

Fundraising Status — Ares Corporate Opportunities Fund V is targeting $6.5 billion in
aggregate commitments which is almost 40% larger than the $4.7 billion raised for Fund
IV. The initial closing, targeted for November 2015, will be a “dry closing” (i.e. no
management fee assessed until additional capital from Fund IV is deployed and
investment activities for Fund V initiate).

Attractive Investment Strategy — The Fund will pursue investments in North American and
European middle-market companies with transactions generally in the $100 to $500
million range. Ares will look to transact in opportunities where growth potential can be
purchased at reasonable prices. These target companies will be franchise businesses
that are positioned as market leaders in their respective segments and where Ares'
investments can be utilized to unlock supplemental growth.

Ares will continue its use of flexible capital (i.e. being able to invest throughout a
company’s capital structure) in order to find the best position to achieve the right
balance of risk and reward as well as allowing for the opportunity to engage in
complex transactions across a variety of market environments. Ares believes that by
pursuing its flexible capital approach it widens the potential investment universe from
which to source and analyze transactions as well as identifying those investments that
other private equity managers may typically choose to avoid. The following list of Ares’
four primary transaction types highlights the flexibility of its strategy:

Prudently Leveraged Control Buyouts

Distressed Buyouts/Discounted Debt Accumulation
Rescue/De-Leveraging Capitall

Growth Equity

O 0 ©C O

The ACOF V investment strategy will focus on producing value by driving growth
without relying solely on financial engineering. The process by which Ares intends on
driving value is created at the portfolio company level, from investment to exit, and
includes five distinct phases: (i) properly capitalize the company for growth, (i) align
employees and resources of the organization to better attain the desired growth
targets, (i) concentrate on operational excellence, (iv) carry out growth strategy which
may include investing in growth capital projects and acquisitions, opportunistically, and
(v) properly maneuver and position the company for exit.

Ares' believes that having the ability to deploy flexible capital positions them well to
invest across a range of transaction types across a variety of market environments, with
the current market, possibly, tilting towards the final stages of a credit cycle. This is a
critical strategic component, in that it allows for investing in fraditional buyouts or — and
this relates to the idea of the opportunities that arise in the final stages of a credit cycle
—invest in companies that have growth potential in excess of a cyclical recovery and
reposition capital deployment for a distressed market.
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Stable Team of Experienced Investment Professionals — ACOF V will be led by Ares' Co-
heads and partners who have, on average, 20 years of experience investing, advising,
underwriting, and restructuring leveraged companies as well as 14 years of working
together investing capital within the flexible capital strategy. While the team will be
made up of 36 investment professionals, as well as five operating advisors, it will have
access to and support from the, roughly, 300 other investment professionals and
advisors across the broader Ares platform.

Ares Private Equity Group: Senior Professionals

_Name Title Age Jolned Ares
David Kaplan** Senior Partner 47 years 2003
Bennett Rosenthal* Senior Pariner 51 years 1998
John Kissick® Senior Parlner 73 years 1997
Tony Ressler* Senior Partner 54 years 1997
Amy Fujimoto Managing Director 43 years 20156
Charles Steel Managing Director 40 years 2013
Matt Cwiertnia® Partner 44 years 2005
Jim Hirshom Partner 49 years 2013
Brian Klos Partner 33 years 2006
Dan Lukas Partner 44 years 2008
Nav Rahemtulla Partner 40 years 2001
Adam Stein Partner 39 years 2000
Nate Walton Partner 37 years 2006

Source: Ares Management
*Co-Heads of the Private Equity Group
‘Investment Committee Member

The day-to-day operations of the Fund will be led by the senior professionals listed
above with Bennett Rosenthal and David Kaplan as Co-Heads of the Private Equity
Group. The Investment Committee will be made of six individuals: Matthew Cwiertnia,
John Kissick, Tony Ressler, Bennett Rosenthal, David Kaplan, and David Sachs (a partner
in the Ares Corporate Strategy Group). PCA does not believe that there are currently
any firm generational concerns as 10 of the 13 senior investment team members are
under 50 years of age. Therefore, Ares does not anticipate any succession issues over
the next 10 years. Additionally, the Firm has a history of promoting from within.

Consistent Performance Results — Ares has generated a consistent investment track
record implementing its flexible investment strategy. In aggregate, Ares has invested
$9.6 billion and generated $16.4 billion in total value, resulting in a 23.8% gross IRR and a
17.0% net IRR as of March 31, 2015.

Ares Management Historical Track Record: as of March 31, 2015

Invested Realized Unrealized  Total Value IRR MOIC IRR MOIC Peer Peer
(Gross) (Gross) (Net) (Net) Median  Top

ACOF| (2003) | 847,438 1,417,478 72271 1489749  203%  18x  13.6% 1.5x  14.6%  201% |
ACOF Il (2004) 2,069,210 3.595,784 630,893 4,226,677 19.5% 2.0x 142%  1.8x 9.8% 15.4%
ACOF Il (2008) | 3,775,134 3,930,543 3,641,345 7,571,889 32.4% 2.0x 23:3% - 1.7% 14.5% 22.4%
ACOFIV (2012) | 2,552,409 5879 3,117,586 3,123,464 25.4% 1.2x 12.0%  1.1x 8.9% 16.8%
Total $9.244191  $8,949.685  $7.462,094 $16,411,779 23.8% 1.8x 17.0%  1.6x
Source: Ares Management | First Quartile ‘

* Performance comparisons are from Thomson ONE Benchmark information for All US. Buyout Funds os of March 31, 2015.

Third Quartile

‘ourth Quartile

Second Quartile
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In addition to consistent, stable returns, the Ares funds have performed well on a
relative basis. Three of Ares' four prior funds have generated above-median results
relative to their vintage year peers (as compared to the Thomson ONE Universe of
Buyout as of March 31, 2015). Fund Il and Fund IV with vintage years of 2006 and 2012
each placed in the second quartile, while Fund Il with a 2008 vintage generated top
quartile returns. Ares’ first fund with an IRR of 13.6% lagged their median peer returns by
100 basis points, resulting in third quartile performance.

Given Ares' flexible investment strategy, capital has been deployed across fransaction
type depending upon the market environment. The largest proportion of capital (46.5%)
has been invested in the Prudently Leveraged Buyout category, posting a 1.75x gross
multiple to date. Distressed Buyout/Debt Accumulation category, with the second
largest proportion of capital at 24.5%, has posted the highest investment multiple to
date at 2.51x.

Transaction by Type

Invested  Percent Reallzed Unrealized  Total Value ~ MOIC

_Transaction Type _(SM) Invested _ Valve ($M) __ Value (SM) _(SM) (Gross)
Distressed Buyout/Debt Accumulation | 2,268.99 24.5% 4,562.92 1,121.74 5,684.66 2.51x
_Prudently Leveraged Buyout 4,297.06 46.5% 2,174.90 5,332.73 7.507.63 1.75x
Growth Equity 1,269.14 13.7% 77413 715.13 1,489.26 1.17x
'Rescue/De-leveraging | 403.07 4.4% 593.23 E 593.23 1.47x
_"Other" Toeholds 1,005.92 10.9% 844.51 292.64 1,137.15 1.13x
Total 9.244.19 100.0% 8,949.69 7.462.24 16,411.93 1.78x

Source: Ares Management, PCA analysis
Key Terms

This document refers to the terms and conditions summarized in the Ares Corporate
Opportunities Fund V Private Placement Memorandum.

Management Fee Structure

During the commitment period, the management fee will equal 1.5% of aggregate
capital commitments. Upon the expiration of the commitment period, management
fees will be 0.75% of the Fund's aggregate cost of unredlized investments. The
management fee will be offset by 100% of allocable directors’ fees, consulling fees,
investment banking fees, advisory fees, breakup fees, closing fees, transaction fees,
financing fees, monitoring fees and similar fees paid to the general partner with actual
or contemplated portfolio Investments.

Distributions/Carried Interest

The general partner will receive 20% of all distributions only after investors have received
back their capital contributions and expenses on redlized investments, realized and
unrealized losses, and an 8% preferred return. The distribution waterfall includes a
“catch-up" after limited partners have achieved their 8% preferred return where the
general partner receives 80% of distributions until receiving 20% of total amounts
distributed. After which 80% will go to all partners in relation to their funded
commitments and 20% to the general partner as carried interest.

5
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Term and Investment Period

The Fund'’s term will be ten years from the Effective Date (the latter of the date of the
final closing or the fund's first investment), subject to extension for up to two additional
one-year periods with approval of the advisory board or a maijority in interest of limited
partners to allow for the orderly disposition of partnership investments. The commitment
period will expire on the sixth anniversary of the Effective Date.

General Partner's Capital Commitment

The general partner, Ares Management, L.P., its investment professionals, other
employees, and operating advisors, will commit, at least, $250 milion (3.8% of targeted
commitments) to the Fund, in cash and will not be subject to management fees or
carried interest.
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Disclaimers

This document is provided for informational purposes only. It does not constitute an offer of securities of any
of the issuers that may be described herein. Information contained herein may have been provided by
third parties, including investment firms providing information on retfurns and assets under management,
and may not have been independently verified. The past performance information contained in this report
is not necessarily indicafive of future results and there is no assurance that the investment in question will
achieve comparable results or that the Firm will be able to implement its investment strategy or achieve its
investment objectives. The actual redlized value of currently unredlized investments (if any] will depend on
a variety of factors, including future operating resulfs, the value of the assefs and market conditions at the
fime of disposition, any related transaction costs and the timing and manner of sale, all of which may differ
from the assumptions and circumstances on which any current unredlized valuafions are based.

While PCA reviewed the terms of this parfnership and other accompanying financial information on
predecessor partnerships, this desk review does not constitute a formal legal review of the partnership terms
and other legal documents perfaining to this partnership. PCA recommends that its clients retain separate
legal counsel to review the legal aspects and risks of investing in the Fund.

Information contained in this report was gathered from documents provided by the Firmn, including but not
limited to, the private placement memorandum and related updates, due diligence responses, marketing
presentations, limited partnership agreement and other supplemental materials. Analysis of information was
performed by PCA.

Neither PCA nor PCA's officers, employees or agents, make any representation or warranty, express or
implied, in relation to the accuracy or completeness of the information contained in this document or any
oral information provided in connection herewith, or any data subsequently generated herefrom, and
accept no responsibility, obligation or liability (whether direct or indirect, in contract, tort or otherwise) in
relation to any of such information. PCA and PCA's officers, employees and agents expressly disclaim any
and all liability that may be based on this document and any errors therein or omissions therefrom. Neither
PCA nor any of PCA's officers, employees or agents, make any representation of warranty, express or
implied, that any transaction has been or may be effected on the terms or in the manner stated in this
document, or as to the achievement or reasonableness of future projections, management targefs,
esfimates, prospects or returns, if any. Any views or terms contained herein are preliminary only, and are
based on financial, economic, market and other conditions prevailing as of the date of this document and
are therefore subject fo change.

The information contained in this report may include forward-looking statements. Forward-looking
statements include a number of risks, uncertainties and other factors beyond the control of the Firm, which
may resulf in material differences in actual results, performance or other expectations. The opinions,
estimates and analyses reflect PCA's current judgment, which may change in the future.

Any tables, graphs or charts relating to past performance included in this report are intended only to
illustrate investment performance for the historical periods shown. Such tables, graphs and charts are not
intended to predict future performance and should not be used as the basis for an investment decision.

An investment in the Fund is speculative and involves a degree of risk and no assurance can be provided
that the investment objectives of the Fund will be achieved. Investment in the Fund is suitable only for
sophisticated investors who are in a position to tolerate such risk and satisfy themselves that such
investment is appropriate for them. The Fund may lack diversification, thereby increasing the risk of loss, and
the Fund’s performance may be voldtile. As a result, an investor could lose all or a substantial amount of its
investment. The Fund's governing documents will contain descriptions of certain of the risks associafed with
an investment in the Fund. In addition, the Fund's fees and expenses may offset its profits. It is unlikely that
there will be a secondary market for interests in the Fund. There are restrictions on redeeming and
fransferring interests in the Fund. In making an investment decision, you must rely on your own examination
of the Fund and the terms of the offering.




INVESTMENTS
AGENDA ITEM: VII

CITY OF HARTFORD
PENSION COMMISSION

MEMORANDUM

To:  Active Investment Advisors to the City of Hartford Municipal Employees’
Retirement Fund

From: Adam M. Cloud, City Treasurer and Secretary of the Pension Commission
Date: August 25, 2015

Re: Schedule of Annual Performance Review Meetings With The City of Hartford
MERF FY 2015-2016

Attached please find the schedule of annual performance review meetings for FY
2015- 2016. Meeting participants will include representatives of the external
investment managers for the City of Hartford Municipal Employees’ Retirement Fund
(MERF), the City’s Pension Commission, City Treasurer, Investment Unit staff and
MERF Investment Consultant.

Please plan to arrive at our offices at 250 Constitution Plaza, 2" floor, at 10:30 a.m. ,
before your scheduled meeting to discuss administrative and operational issues with ‘
MEREF staff. Your annual performance review, with the City of Hartford Pension
Commission, will follow at the location noted on the attachment.

At your earliest convenience, please review this schedule and confirm by e-mail to J.
Sean Antoine (santoine@hartford.gov), Principal Administrative Analyst, that you can
attend your meeting on the proposed date. Alternatively, please contact Mr. Antoine
directly if you find you cannot meet with us on the date specified, so we can
reschedule your meeting,

For directions to our offices please refer to www.hartford.gov/treasurer.

Thank you very much for your continuing cooperation.

¢: Pension Commission




AGENDA ITEM: VII
INVESTMENTS

PENSION COMMISSION
MEMORANDUM
To: Pension Commission
Irom: Adam M. Cloud, Secretary
Date: August 25, 2015
Re: Consideration of Schedule of Annual Performance Review Meetings
With Investment Managers for F'Y 2015-2016
Manager Date Location
Atlanta Tuesday, October 6, 2015 Costa Del Sol
First Eagle Thursday, October 15, 2015 Francesco’s
HIMCO Tuesday, November 3, 2015 Marjorca Restaurant

SouthernSun Asset Mgmt,
Prudential

Eagle Capital Mgmt.
Brown Brothers Harriman
PIMCO

Mondrian

Walter Scott

Shenkman Capital

VOYA

BlackRock

Wellington

Parametric Eaton Vance

the garage.

Thursday, November 19, 2015
Thursday, December 10, 2015
Thursday, January 5, 2016
Thursday, February 4, 2016
Thursday, February 18, 2016
Thursday, March 3, 2016
Thursday, March 17, 2016
Thursday, April 7, 2016
Thursday, April 14, 2016
Thursday, April 28,2016
Thursday, May 12, 2016
Thursday, June 2, 2016

Carbone’s

Max Downtown
Capital Grille
Francesco’s
Marjorca Restaurant
Max Downtown
Capital Grille
ON 20 Club
Salute

Max Downtown
ON 20 Club
Capital Grille

Carbone’s is located at 588 Franklin Avenue, Hartford (tel. 860-296-9646)

Costa Del Sol is located 901 Wethersfield Ave, Hartford (tel. 860-296-1714)

Francesco’s Ristorante 318 Franklin Avenue, Hartford (tel. 860-296-3024)

Majorca Restaurant 2074 Park Street, Hartford, CT 06106 (tel. 860-231-1024)

Max Downtown is located at 185 Asylum Street, Hartford (tel.860-522-2530

ON 20 Club is located at One State Street; Hartford (tel. 860-722-5161) Parking is available in

o Salute Restaurant is located at 100 Trumbull Street, Hartford (tel. 860-899-1350)




PRESENTATION MATERIALS

A. Operational Books for meeting with staff

1). Seven business days prior to the annual performance review meeting, deliver to
MERF four operational books containing the following information:

a. Changes since the last site visit
i.  Personnel
ii.  Organization
iili.  Investment philosophy or processes
iv.  Support systems (research capability, investment accounting and information
systems, performance attribution, internal controls, etc)
v.  Major clients gained/lost; include total market value of accounts gained and
total market value of asset terminations

b. Organization chart specific to the team managing the MERF portfolio

c. Status of compliance with regulatory requirements (attach copy of Part I and II of
current Form ADV)

d. Legal - provide overview or update on pending litigation

e. Data re the MERF portfolio (include narrative discussion)
i.  Performance over rolling 36 months since inception (both annualized and

cumulative)

ii.  Benchmark comparison

iii. ~ Peer comparison (for returns, information ratio, Sharpe ratio and Treynor
ratio)

iv.  Percentage of Portfolio Manager's total assets and product specific assets
represented by the MERF portfolio

As appropriate, confirmation that the MERF fee structure is equal to or less than the
most favorable fee of any of your clients with mandates the same as or similar to that
of the MERF,

Annual Performance Review Books For Meeting With Pension Commission

2). In addition to the operations books, deliver 12 Annual Review books that replicate
the operations books except that there will be an Executive Summary in the front of
the Annual Review books that presents the following information:

Changes in firm

Review of key issues facing the investment process for the MERF portfolio
Review performance and manager outlook

Any other items deemed worthy by the Manager

ap o




CITY OF HARTFORD
PENSION COMMISSION

INVESTMENTS:
AGENDA ITEM VIII

MEMORANDUM

To:
From:
Date:

Subject:

Pension Commission
Cezg iy

Adam M. Cloud, Secretaty

September 15, 2015

Other Business




