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Highlights of Third Quarter Happenings at NEPC
-

e Two of NEPC's Partners were named on the Chief Recent White Papers
Investment Officer magazine's (C/O) annual ranking of e  Best Practices: Managing Risk in Corporate VEBA and SERP Plans
the world’s most influential investment (October 2015) - Mike Valchine, CAIA, CIPM, Senior Consultant
consultants. NEPC's Chief Investment Officer, Tim e NEPC’s 2015 Defined Contribution Plan & Fee Survey: What a
McCusker, was named the most influential general Difference a Decade Makes (October 2015) — Ross Bremen, CFA,
consultant on the 2015 list of Knowledge Brokers. KC Partner
Connors, Head of NEPC's Philanthropic Practice Team, e Market Chatter — Has the China Bubble Burst? (July 2015)
ranked 10th on the 2015 Knowledge Brokers — e Market Chatter — China’s Devaluation of the Yuan (August 2015)
Specialist list. The lists are C/O’s annual rankings of e 2015 Third Quarter Market Thoughts
the most influential investment consultants
worldwidel.

e Healthcare Defined Contribution Fee Survey
Results - Tuesday, November 3, 2015, 3:00 to 4:00

e Two of our clients were recognized for their work in the healthcare industry by p.m. (EST)
Institutional Investor on October 7th. Mary O'Reilly, Director, Treasury and e NEPC's 2015 Defined Benefit Plan Trends Webinar - Wednesday,
Investments at Rochester Health, received the Il Investor Intelligence Award for October 21, 2015, 2:00 - 3:00 p.m. (EST)

Asset Allocation, and Joshua Rabuck, Executive Director, Investments at Indiana
University Health, was accorded the Il Investor Intelligence Award for Risk
Management.

e NEPC, Newton Capital Management, and the Centre for Endowment
Asset Management are hosting a special event that delves into the
influence of British economist John Maynard Keynes on the U.S.
Endowment Model on October 15, 2015 in Boston, MA.

1CI0 Magazine interviews pension and non-profit CIOs, asset managers and former consultants, to approximate what it calls "the hierarchy of today's institutional consultant industry." The results should not be
considered a recommendation of any specific firm or individual consultant. For more information, please visit C/O Magazine's web site at . Past performance is no
guarantee of future results







Third Quarter 2015 Market Observations

* A wave of volatility spread across global markets during the quarter

— Concerns of an economic slowdown in China sparked a rapid decline in global risk
assets with commodities and emerging markets suffering the most

— A severe global growth downturn remains a low probability tail-risk for capital markets

« US economy continues to expand albeit at a slow pace
— Overall conditions are supportive for growth but a strong US dollar creates challenges
— Benefits of low oil prices slowly compound for US consumers

e Fed Funds rate increase...

— Timing is less relevant, of importance is the path of Fed policy tightening relative to
expectations and long-term policy (L-T policy rate of 2% or 4%)

— Current Fed willingness to tighten monetary policy balanced between disruptive effects
of a stronger dollar and inflation conditions of US economy

« Accommodative global monetary policies flow through to markets
— QE continues to support improving economic conditions in Europe and Japan
— China policy responses broadly simulative with plenty of dry powder for further easing

* Cyclical weak growth is not a financial crisis for the emerging markets

— Negative returns in EM reflect the economic rebalances and adjustments necessary to
generate sustainable growth and economic success

— Political and economic reform initiatives drive the outlook for improved economic and
earnings growth for countries willing to reform




Third Quarter 2015 Market Actions

* Risk-return profile of US high yield is attractive relative to US equities
— High yield credit spreads now exceed long-term averages with yields near 2012 levels
— Make use of dynamic credit strategies as disruptions in credit markets move rapidly
— Dollar strength is a headwind for equity earnings growth and profit margin expansion

« Recommend an overweight exposure to developed market equities
— Suggest investors opportunistically exploit potential volatility to add to the overweight
— Long-term opportunity remains as earnings improve off cyclical lows in Europe/Japan
— Offers a more favorable return outlook with superior valuations relative to US equities

* Recommend at minimum a market weight exposure to EM equities

— Reasonable equity valuations, depressed currencies, and the attractiveness of long-
term fundamentals represent a solid investment foundation

— Volatility likely to continue as falling commodity prices, trade linkages to China, and
external debt levels pose idiosyncratic country risks

— Encourage the use of benchmark agnostic strategies with a bias towards small-cap and
consumer focused strategies

* Inflation expectations at historical lows but value opportunities can
be found in inflation-sensitive assets
— Encourage patience as volatility and opportunities evolve in commodity markets
— Private strategies are evolving but provide compelling return opportunities




Year to Date Performance — Few Places to Hide

Source: Morningstar Direct, NEPC




Global Risks are Diverse and Unique

Sources: Standard & Poors, The Federal Reserve, ECB, BoJ, Bloomberg Energy, Bloomberg




S&P 500 Intra-Year Drawdowns of Current Magnitude Relatively Common

Source: Standard & Poors, Bloomberg




Increase in Global Volatility Finally Caught Up with Equities

Source: Deutsche Borse, Goldman Sachs, CBOE, Bloomberg




High Yield Issues Now Yielding >7% in Otherwise Low Yield World

Source: Barclays, Standard & Poors, Bloomberg
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Japan Earnings Recovery is Well Underway, Conditions Supportive for Improvement in Europe
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Near Term Inflation Expectations Have Declined as a Rate Hike Has Been Pushed Further Out

Source: Bloomberg

12



Commodity Price Weakness Has Been Challenging for EM Currencies

Source: MSCI, Bloomberg
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EM Equities Trading at Large Discounts Relative to Developed Equities

Source: MSCI, Bloomberg
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Currency Risks are Not Only Unigue by Country but also Vary Across Indices

JPM GBI-EM Global Diversified Index
Composition

MSCI EM Index Composition

e MSCI EM Index dominated by Asia
— Lots of countries with sensitivity to Chinese growth and competitiveness
—  Despite possibility for further depreciation, most currencies appear cheap or reasonably valued

* Debt indices more concentrated in Latin/South America with exposure to balance of payments
challenged countries

—  Currencies of major commodity exporters are sensitive to oil and other commodity price weakness — but also stand
to benefit from a rebound

—  Structural issues in Turkey and Brazil pose significant challenges but with less contagion risk
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Local Currency FX Valuation at Cheapest Levels in Over 10 Years

Source: MSCI, JP Morgan, Bloomberg
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Higher Real Rates Provide a Foundation for Currency Returns

Source: MSCI, JP Morgan, Bloomberg
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Risk of Further Devaluation of Chinese Yuan Remains

Source: Bank for International Settlements, Bloomberg
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S&P 500

JPM EMBI Glob Div

Russell 1000

Barclays Municipal

MSCI EAFE

FTSE NAREIT Equity REITs
Barclays US Agg Interm
Credit Suisse Lev Loan
Barclays US Agg Bond
Barclays US Gov/Cred 1-3Yr
MSCI ACWI

Barclays US Corp High Yield
Credit Suisse Hedge Fund
Russell 2500

Barclays US Gov/Cred Long
Citi WGBI

Russell 2000

Barclays US Long Credit
Barclays US Strips 20+ Yr
MSCI EM

JPM GBI-EM Glob Div
Bloomberg Commodity
Alerian MLP

Index Performance Summary as of 10/31/2015
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Vermont Municipal Employees

Total Fund Performance Summary

Market Value 3Mo Rank YTD Rank 1Yr Rank 3Yrs Rank 5Yrs Rank

Municipal Composite $497,513,227 -5.3% 61 -3.3% 70 -3.3% 93 4.0% 93 5.9% 90
Policy Index -4.5% 31 -2.7% 53 -2.4% 82 3.9% 95 5.1% 95
Allocation Index -4.9% 44 -3.2% 67 -2.8% 85 3.9% 95 5.1% 95

InvestorForce Public DB Gross Median -5.0% -2.6% -0.6% 6.9% 7.5%

3 Years Ending September 30, 2015

Anlzd Ret Rank Anlzd Std Dev Rank Sharpe Ratio Rank Sortino Ratio RF Rank
Municipal Composite 3.98% 93 5.78% 40 0.68 95 1.13 94
Policy Index 3.89% 95 5.13% 1 0.75 92 1.31 89
Allocation Index 3.88% 95 5.29% 18 0.73 92 1.20 92

5 Years Ending September 30, 2015

Anlzd Ret Rank Anlzd Std Dev Rank Sharpe Ratio Rank Sortino Ratio RF Rank
Municipal Composite 5.92% 90 6.88% 32 0.85 85 1.32 73
Policy Index 5.15% 95 6.54% 23 0.78 92 1.19 87
Allocation Index 5.13% 95 6.58% 23 0.77 92 117 87

September 30, 2015
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Vermont Municipal Employees

Total Fund Risk/Return

1 Year Ending September 30, 2015

Anlzd
Anlzd Anlzd Anlzd Standard  Sharpe Shar.pe
Return Standard - ; Ratio
Return - Deviation Ratio
Rank Deviation Rank
Rank
Municipal Composite -3.32% 93 5.28% 24 -0.63 94
Policy Index -2.43% 82 4.70% 8 -0.52 90
S&P 500 -0.61% 52 11.01% 99 -0.06 42
0, 0,
S%’B'lv'so' AR E gopm, 99 6.54% 74 082 99
Citi WGBI -3.83% 94 3.30% 2 -1.16 99
MSCI ACWI -6.66% 99 11.17% 99 -0.60 92
MSCI ACWI ex USA -12.16% 99 12.76% 99 -0.95 99
:\r/lnégis;cr)]rForce Public DB Gross -0.55% a 5.99% a 2010 a

September 30, 2015
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Vermont Municipal Employees

Total Fund Risk/Return

3 Years Ending September 30, 2015
Anlzd

Anlzd Anlzd Anlzd Standard  Sharpe Shar.pe
Return Standard I . Ratio
Return - Deviation Ratio
Rank Deviation Rank
Rank
Municipal Composite 3.98% 93 5.78% 40 0.68 95
Policy Index 3.89% 95 5.13% 11 0.75 92
S&P 500 12.40% 1 9.74% 99 1.27 28
0, 0,
S%’B'lv'so' AGHINEHIRIL E g g 99 6.68% 80 045 99
Citi WGBI -2.85% 99 4.29% 4 -0.67 99
MSCI ACWI 6.95% 49 10.03% 99 0.69 95
MSCI ACWI ex USA 2.34% 99 11.61% 99 0.20 99
:\r/lnégis;cr)]rForce Public DB Gross 6.90% a 5.95% a 116 a

September 30, 2015
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Vermont Municipal Employees

Total Fund Risk/Return

5 Years Ending September 30, 2015

Anlzd
Anlzd Anlzd Sharpe
Anizd Return Standard Stand?rd Shar.pe Ratio
Return - Deviation Ratio
Rank Deviation Rank Rank
Municipal Composite 5.92% 90 6.88% 32 0.85 85
Policy Index 5.15% 95 6.54% 23 0.78 92
S&P 500 13.34% 1 11.51% 99 1.16 22
0, 0,
S%’B'lv'so' AGHINEHIRIL E ) ey 99 8.65% 85 048 99
Citi WGBI -0.19% 99 4.96% 5 -0.05 99
MSCI ACWI 6.82% 70 13.08% 99 0.52 99
MSCI ACWI ex USA 1.82% 99 15.13% 99 0.12 99
:\r/lnégis;cr)]rForce Public DB Gross 751% a 7.38% a 102 a

September 30, 2015
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Vermont Municipal Employees

Total Fund Risk/Return

7 Years Ending September 30, 2015

Anlzd
Anlzd Anlzd SAnIzd Standard  Sharpe SFr;ar.pe
Return Return ta’?d?rd Deviation Ratio atio
Rank Deviation R Rank
ank
Municipal Composite 6.62% 61 10.93% 69 0.60 78
Policy Index 5.39% 95 9.59% 34 0.55 89
S&P 500 9.75% 1 16.16% 99 0.60 78
Sgg’B'lv'SC' AGHINEIRIL E ) gy 97 12.04% 93 040 99
Citi WGBI 2.43% 99 6.67% 6 0.35 99
MSCI ACWI 6.03% 84 17.92% 99 0.33 99
MSCI ACWI ex USA 3.20% 99 20.07% 99 0.16 99
:\r/lnégis;cr)]rForce Public DB Gross 6.84% a 10.15% a 0.68 a

September 30, 2015
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Vermont Municipal Employees

Total Fund Risk/Return

10 Years Ending September 30, 2015

Anlzd
Anlzd Anlzd Anlzd Standard  Sharpe Shar.pe
Return Standard I . Ratio
Return - Deviation Ratio
Rank Deviation Rank
Rank
Municipal Composite 5.15% 76 10.25% 68 0.39 80
Policy Index 4.82% 88 8.89% 30 0.41 74
S&P 500 6.80% 4 14.90% 99 0.38 83
0, 0,
S%’B'lv'so' RGBS E % 11.04% 88 0.29 99
Citi WGBI 3.37% 99 6.54% 7 0.33 93
MSCI ACWI 4.58% 94 16.75% 99 0.20 99
MSCI ACWI ex USA 3.03% 99 19.03% 99 0.10 99
:\r/lnégis;cr)]rForce Public DB Gross 5.57% a 9.66% a 0.47 a

September 30, 2015
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Vermont Municipal Employees

Total Fund Asset Allocation vs. Policy Targets

Asset Allocation vs. Target

Current Policy Current  Difference*
[ Large Cap Equity $56,432,641 10.0% 11.3% 1.3%
I Small/Mid Cap Equity $27,589,990 6.5% 5.5% -1.0%
[ international Equity $51,271,901 10.0% 10.3% 0.3%
[ 1 Emerging Markets Equity $26,795,013 6.0% 5.4% -0.6%
I High Yield $21,599,375 4.0% 4.3% 0.3%
[ Ties $15,574,586 3.0% 3.1% 0.1%
I Diversified Bond $107,391,728 18.0% 21.6% 3.6%
I Emerging Market Debt $25,515,075 5.0% 5.1% 0.1%
I Global Bonds $15,562,162 3.0% 3.1% 0.1%
[ Balanced - GAA $79,678,409 20.0% 16.0% -4.0%
[ Private Equity $5,138,552 1.0% 1.0% 0.0%
[ Hedge Funds $26,369,623 5.0% 5.3% 0.3%
[ Real Estate $25,125,867 4.5% 5.1% 0.6%
[ ]Commodities $13,114,369 4.0% 2.6% -1.4%
I Cash $353,937 - 0.1% 0.1%

Total $497,513,227 100.0% 100.0%

*Difference between Policy and Current Allocation

September 30, 2015
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Vermont Municipal Employees

Total Fund Asset Allocation History

September 30, 2015
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Vermont Municipal Employees

Total Fund Asset Growth Summary

Last Three

Months Year-To-Date One Year Three Years
Beginning Market Value $524,466,210 $517,565,474 $512,639,692 $432,316,924
- Withdrawals -$12,095,354 -$84,509,401 -$104,379,536 -$179,178,503
+ Contributions $12,911,789 $85,630,591 $106,134,342 $190,469,309
= Net Cash Flow $816,435 $1,121,190 $1,754,806 $11,290,806
+ Net Investment Change -$27,769,418 -$21,173,437 -$16,881,272 $53,905,497
= Ending Market Value $497,513,227 $497,513,227 $497,513,227 $497,513,227

September 30, 2015
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Vermont Municipal Employees

Total Fund Asset Growth Summary by Manager

Quarter Ending September 30, 2015

Maii?'{};:ﬂg Withdrawals Contributions Net Cash Flow Nt an%S;?nZn; MarketE\r}g:Eg
Aberdeen $31,438,569 -$60,238 $60,238 $0 -$4,643,556 $26,795,013
Acadian $20,773,339 -$25,651 $1,225,651 $1,200,000 -$1,614,326 $20,359,013
Allianz Structured Alpha $14,339,812 -$51,834 $0 -$51,834 $233,045 $14,521,023
AQR Global Risk Premium $39,702,785 -$39,703 $39,703 $0 -$3,017,698 $36,685,086
BlackRock TIPS $15,766,295 -$3,036 $3,036 $0 -$191,709 $15,574,586
Champlain $11,700,094 -$23,740 $23,740 $0 -$1,097,069 $10,603,026
GAM $58,448 $0 $13,027 $13,027 -$3,292 $68,182
GAM Unconstrained Bond $21,309,055 -$3,164 $2,003,164 $2,000,000 -$511,176 $22,797,879
Grosvenor $26,984,597 $0 $0 $0 -$683,156 $26,301,441
Guggenheim $17,586,105 -$21,554 $21,554 $0 -$655,190 $16,930,915
Harbourvest Dover VIII Fund $2,195,970 $0 $0 $0 -$91,404 $2,104,566
Harbourvest Partners 1X Buyout Fund $1,333,547 $0 $74,536 $74,536 -$57,952 $1,350,131
Harbourvest Partners IX Credit Opportunities $189,105 -$19,826 $0 -$19,826 -$1,308 $167,971
Harbourvest Partners IX Venture Fund $1,143,290 $0 $67,595 $67,595 $74,409 $1,285,294
HIPEP VII $173,419 $0 $58,529 $58,529 -$1,359 $230,589
KDP $4,879,893 -$7,613 $7,613 $0 -$211,434 $4,668,460
Mellon Dynamic Growth $12,421,174 -$20,102 $20,102 $0 -$809,162 $11,612,012
Mondrian $20,751,933 -$19,661 $1,219,661 $1,200,000 -$2,110,813 $19,841,120
Mondrian GFl $15,422,936 -$12,363 $12,363 $0 $139,226 $15,562,162
Morgan Stanley Prime Property $10,917,007 -$35,431 $0 -$35,431 $426,487 $11,308,064
PIMCO Al Asset $29,950,458 -$66,132 $4,000,000 $3,933,868 -$2,503,151 $31,381,174
PIMCO Core Plus $28,766,901 -$2,821,169 $21,169 -$2,800,000 $118,371 $26,085,272
PIMCO Unconstrained $13,521,703 -$42,430 $42,430 $0 -$428,415 $13,093,289
RREEF America REIT Il $1,949,176 -$591,795 $0 -$591,795 -$68,612 $1,288,769
Schroder $15,190,818 $0 $0 $0 -$2,076,450 $13,114,369

September 30, 2015
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Vermont Municipal Employees

Total Fund Asset Growth Summary by Manager

Quarter Ending September 30, 2015

Maii?\'};:ﬂg Withdrawals Contributions Net Cash Flow Nt Inv%s;?nzn; MarketE\r}g:Eg
Siguler Guff $2,155,479 $0 $799,936 $799,936 -$17,088 $2,938,327
SSgA ACWI Ex US $12,598,714 -$1,863 $1,863 $0 -$1,526,946 $11,071,768
SSgA Barclays Aggregate Index $16,077,071 -$1,393 $1,393 $0 $198,271 $16,275,342
SSgA Russell 2000 Growth $7,335,105 -$3,751,845 $1,845 -$3,750,000 -$946,649 $2,638,456
SSgA S&P 400 $4,047,072 -$810 $810 $0 -$342,768 $3,704,303
SSgA S&P 500 Cap-Wgt $47,011,458 -$3,803,550 $1,003,550 -$2,800,000 -$3,053,080 $41,158,378
SSgA S&P 500 Equal-Wgt $14,953,884 -$2,167 $1,502,167 $1,500,000 -$1,180,729 $15,273,155
T. Rowe $1,107 $0 $0 $0 $0 $1,107
Transwestern / Aslan Il $94,178 -$60,494 $0 -$60,494 $705 $34,389
UBS Trumbull $9,239,376 -$25,331 $25,331 $0 $316,942 $9,556,318
Vermont Cash $275,614 -$559,103 $637,426 $78,323 $0 $353,937
Wellington $11,859,485 -$23,356 $23,356 $0 -$1,215,280 $10,644,205
Wellington DAS $13,923,258 $0 $0 $0 $695,666 $14,618,924
Wellington OIF $136 $0 $0 $0 $0 $136
Wellington Opportunistic EMD $26,427,846 $0 $0 $0 -$912,771 $25,515,075
Total $524,466,210 -$12,095,354 $12,911,789 $816,435 -$27,769,418 $497,513,227

September 30, 2015
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Vermont Municipal Employees

Total Fund Performance Detalil

0,
Market Va'(‘g oo Polcy% ('\43 Rank Y(I/S Rank 1(0}2 | Rank 3 (K/S Rank  ° Zﬁ/zs)‘ Rank
Municipal Composite 497,513,227 100.0 100.0 -5.3 61 -3.3 70 -3.3 93 4.0 93 5.9 90
Policy Index 4.5 31 2.7 53 2.4 82 3.9 95 5.1 95
Allocation Index -4.9 44 -3.2 67 -2.8 85 3.9 95 5.1 95
InvestorForce Public DB Gross Median -5.0 -2.6 -0.6 6.9 7.5
Large Cap Comp 56,432,641 113 11.0 -6.7 44 5.7 57 -0.8 54 13.0 43 13.5 43
S&P 500 -6.4 39 -5.3 53 -0.6 52 12.4 56 13.3 47
eA US Large Cap Equity Gross Median -7.1 -5.1 -0.4 12.9 13.2
SSgA S&P 500 Cap-Wgt 41,158,378 8.3 8.0 6.4 38 5.2 52 -0.5 52 12,5 56 134 47
S&P 500 -6.4 39 -5.3 53 -0.6 52 12.4 56 13.3 47
SSgA S&P 500 Equal-Wgt 15,273,155 3.1 3.0 -7.8 64 1.2 73 -16 58 14.2 27 13.7 40
S&P 500 Equal Weighted -7.5 59 6.9 70 -1.2 56 14.3 26 13.8 38
T. Rowe 1,107 0.0 0.0
Small/Mid Cap Comp 27,589,990 5.5 5.0 -10.2 53 -4.3 42 4.0 27 13.5 42 13.9 36
Russell 2000 -11.9 75 -7.7 77 1.2 50 11.0 73 11.7 74
eA US Small-Mid Cap Equity Gross Median -10.0 4.8 1.1 13.1 13.3
SSgA S&P 400 3,704,303 0.7 0.5 8.5 52 -4.6 56 1.4 51 13.2 62 - -
S&P 400 MidCap -8.5 53 4.7 56 1.4 51 13.1 63 12.9 60
eA US Mid Cap Equity Gross Median -8.2 4.0 1.6 13.8 13.4
Champlain 10,603,026 2.1 2.0 9.4 64 -3.1 41 1.8 47 14.2 44 14.1 39
Russell 2500 -10.3 80 -6.0 70 04 60 124 74 12.7 67
eA US Mid Cap Equity Gross Median -8.2 -4.0 1.6 13.8 13.4
Wellington 10,644,205 2.1 2.0 -10.2 58 5.3 29 6.1 6 12.8 43 13.8 29
Russell 2000 Value -10.7 67 -10.1 77 -1.6 64 9.2 83 10.2 83
eA US Small Cap Value Equity Gross Median -9.8 -6.7 0.5 12.2 12.5
SSgA Russell 2000 Growth 2,638,456 0.5 0.5 -13.0 67 5.4 60 4.1 50 12.8 55 13.3 67
Russell 2000 Growth -13.1 68 -5.5 60 4.0 51 12.8 55 13.3 67
eA US Small Cap Growth Equity Gross Median -11.7 -3.8 4.1 134 14.3

Fiscal Year End is 6/30
Report is Gross of manager fees, except where otherwise noted
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Market Va'(‘g oo Poly% ('\43 Rank Y(I/S Rank 1(02 | Rank 3 (K/S Rank  ° Zﬁ/[f)‘ Rank
Int'l Equity Comp 51,271,901 10.3 10.0 9.7 59 -4.9 73 -8.4 76 6.3 63 4.8 69
MSCI EAFE -10.2 72 -5.3 77 -8.7 79 5.6 72 4.0 83
eA All EAFE Equity Gross Median -9.2 2.7 -5.2 7.1 5.9
Acadian 20,359,013 41 4.0 -7.8 26 -2.6 47 -5.3 53 8.3 36 6.0 49
Mondrian 19,841,120 4.0 4.0 -10.2 70 5.3 7 9.5 84 6.1 66 4.9 69
MSCI EAFE -10.2 72 -5.3 77 -8.7 79 5.6 72 4.0 83
SSgA ACWI Ex US 11,071,768 2.2 20 -12.1 83 -8.5 88 -12.0 89 26 86 21 93
MSCI ACWI ex USA -12.2 83 -8.6 89 -12.2 90 2.3 89 1.8 97
eA ACWI ex-US All Cap Equity Gross Median -10.7 4.9 -6.1 5.7 5.2
Emerging Market Comp 26,795,013 5.4 6.0 -14.8 27 -13.8 47 -18.3 69 5.1 79 - -
Aberdeen 26,795,013 5.4 6.0 -14.8 27 -13.8 47 -18.3 69 -5.1 79 -0.8 40
MSCI Emerging Markets -17.9 81 -15.5 69 -19.3 73 -5.3 81 -3.6 83
eA Emg Mkts Equity Gross Median -16.3 -14.0 -16.8 -2.6 -1.8
US Fixed Income 144,565,689 291 24.0 0.5 80 0.7 62 2.0 52 - - - -
Barclays Aggregate 1.2 23 1.1 50 29 26 1.7 66 3.1 62
eA All US Fixed Inc Gross Median 0.6 1.1 2.1 2.1 3.6
Diversified Fixed 107,391,728 21.6 20.0 0.4 59 1.2 47 33 17 24 43 41 41
Barclays Aggregate 1.2 23 1.1 50 29 26 1.7 66 3.1 62
eA All US Fixed Inc Gross Median 0.6 1.1 2.1 2.1 3.6
Allianz Structured Alpha 14,521,023 2.9 2.0 1.6 6 5.2 1 10.7 1 74 1 8.3 1
Citigroup 10 Year Treasury 2.9 1 2.4 3 6.0 1 1.4 95 3.8 39
PIMCO Core Plus 26,085,272 5.2 5.0 0.1 97 1.0 75 26 73 1.4 95 3.4 68
Barclays Aggregate 1.2 37 1.1 66 2.9 54 1.7 79 3.1 82
PIMCO Unconstrained 13,093,289 2.6 25 -3.1 99 2.7 99 2.8 99 0.3 99 - -
25% HY, 25% EMD, 50% BC Agg -1.1 99 -0.1 99 0.1 99 1.9 65 4.2 12
3-Month Libor Total Return USD 0.1 97 0.2 98 0.3 99 0.3 99 0.3 99
Wellington DAS 14,618,924 29 3.0 5.0 1 5.3 1 111 1 5.6 1 8.1 1
Wellington Custom Benchmark 3.6 1 3.3 1 7.7 1 2.5 20 6.0 1
SSgA Barclays Aggregate Index 16,275,342 3.3 3.0 1.2 37 - - - - - - - -
Barclays Aggregate 1.2 37 1.1 66 29 54 1.7 79 3.1 82
3-Month Libor Total Return USD 0.1 97 0.2 98 0.3 99 0.3 99 0.3 99
eA US Core Fixed Inc Gross Median 1.1 1.3 3.0 2.0 3.6
GAM Unconstrained Bond 22,797,879 4.6 45 2.3 99 - - - -- - - - -
3-Month LIBOR + 3% 0.8 77 2.5 2 3.3 32 3.3 5 3.3 71
eA US Core Fixed Inc Gross Median 1.1 1.3 3.0 2.0 3.6

Wellington DAS is Net of Fees. Allianz is net of fees from inception to Q3 2012, and grossed up quarterly since
GAM Unconstrained Bond was funded in June 2015
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High Yield Comp 21,599,375 43 4.0 -3.9 46 -0.5 36 1.7 47 4.4 38 6.7 39
Barclays High Yield 4.9 71 2.5 77 -34 73 35 67 6.1 64
eA US High Yield Fixed Inc Gross Median -4.0 -0.9 -2.0 4.1 6.5
KDP 4,668,460 0.9 1.0 4.3 58 1.7 63 2.0 51 3.0 86 515 84
Barclays High Yield -4.9 71 -2.5 77 -34 73 35 67 6.1 64
BofA Merrill Lynch US High Yield BB-B Rated 4.3 58 -1.7 64 -2.1 52 3.7 62 6.0 68
Guggenheim 16,930,915 34 3.0 3.7 45 -0.1 27 -1.6 47 - - - -
Barclays High Yield 4.9 71 2.5 77 -34 73 35 67 6.1 64
eA US High Yield Fixed Inc Gross Median -4.0 -0.9 -2.0 4.1 6.5
TIPS 15,574,586 3.1 3.0
BlackRock TIPS 15,574,586 3.1 3.0 -1.2 - 0.8 - -0.9 - -1.9 - 25 -
Barclays US TIPS -1.1 - -0.8 - -0.8 -- -1.8 - 2.5 -
Global Fixed Income Comp 15,562,162 3.1 3.0 0.9 16 -1.3 42 -3.0 56 3.7 96 0.3 91
Citi WGBI 1.7 6 -2.4 63 -3.8 67 -2.9 92 0.2 95
eA All Global Fixed Inc Gross Median -0.9 -1.9 -2.7 1.7 3.0
Mondrian GFI 15,562,162 3.1 3.0 0.9 16 -1.3 42 -3.0 56 3.7 96 0.3 96
Citi WGBI 1.7 6 -2.4 63 -3.8 67 -2.9 92 -0.2 95
Emerging Market Debt 25,515,075 51 5.0
Wellington Opportunistic EMD 25,515,075 5.1 5.0 -3.5 32 2.8 47 -3.7 37 05 38 4.5 30
JP Morgan EMBI Global TR -2.0 12 -0.3 17 -2.0 22 0.5 36 44 33
eA All Emg Mkts Fixed Inc Gross Median -4.9 -3.5 -6.9 -0.8 3.1
Total Real Estate 25,125,867 5.1 6.0 27 - 8.2 - 12.0 - 13.5 - - -
NCREIF Property Index 3.1 - 10.1 - 13.5 - 11.9 - 12.5 -
NCREIF ODCE 37 - 11.3 - 14.9 - 134 - 14.0 -
Morgan Stanley Prime Property 11,308,064 23 2.0 3.9 -- 94 - 14.3 - 15.1 - 156.3 -
UBS Trumbull 9,556,318 1.9 20 34 - 6.9 - 10.1 - 10.3 - 11.2 -
RREEF America REIT Il 1,288,769 0.3 0.5 5.0 - 9.6 - 12.3 - 18.5 - 25.7 -
Transwestern / Aslan [l 34,389 0.0 0.5 21 - 3.4 - 26.2 -- 29.6 - 9.6 -
Siguler Guff 2,938,327 0.6 1.0 0.6 - 6.8 - 6.6 - - - - -

Wellington Opportunistic EMD is Net of manager fees
Real Estate is as of Q3 2015. Siguler Guff is based on preliminary data
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Hedge Fund Comp 26,369,623 5.3 5.0 25 38 -0.6 43 -0.9 54 6.0 34 - -
eV Alt Fund of Funds - Multi-Strategy Median -3.3 -1.1 -0.4 5.0 3.9
Grosvenor 26,301,441 5.3 5.0 2.5 38 -0.1 36 04 4 6.8 23 - -
GAM 68,182 0.0 0.0
GAA Comp 79,678,409 16.0 16.0 -1.7 85 -5.9 77 -6.9 78 1.3 87 4.3 64
eA Global TAA Gross Median -5.4 4.3 -3.3 3.6 5.1
Mellon Dynamic Growth 11,612,012 2.3 2.0 6.5 68 -1.0 13 43 2 6.1 15 71 18
Mellon Dynamic Growth Benchmark -5.5 54 -5.1 60 -5.1 64 3.4 58 4.6 62
AQR Global Risk Premium 36,685,086 74 8.0 -7.6 82 6.4 79 -8.0 84 04 90 5.1 51
60% MSCI World / 40% CITI WGBI 4.4 35 4.2 49 4.1 59 4.3 42 54 49
PIMCO All Asset 31,381,174 6.3 6.0 -84 89 -8.1 91 -10.5 96 -0.7 92 3.0 77
PIMCO All Asset Index -1.0 9 0.2 10 0.5 15 1.9 77 4.2 65
CPI + 5% (Seasonally Adjusted) 1.1 1 4.3 1 5.0 1 6.0 15 6.8 19
Wellington OIF 136 0.0 0.0 0.0 1 6.7 1 5.7 1 7.6 6 5.3 49
65% MSCI ACWI (Net) / 35% BC Agg -5.8 58 4.1 49 -3.2 50 5.2 28 5.7 33
Commodities 13,114,369 2.6 3.0
Schroder 13,114,369 2.6 3.0 -13.7 - 174 - -33.2 - -18.4 - -8.9 -
Bloomberg Commodity Index -14.5 -- -15.8 -- -26.0 - -16.0 -- -8.9 -
Cash 353,937 0.1 0.0
Vermont Cash 353,937 0.1 0.0 0.0 - 0.0 - 0.0 - 0.0 - 0.1 -
91 Day T-Bills 0.0 - 0.0 -- 0.0 - 0.0 -- 0.0 -
Private Equity 5,138,552 1.0 3.0 -1.5 - 11.0 - 23.0 - - - - -
Cambridge Associates US All PE 0.0 - 6.5 - 74 - 14.2 -- 14,5 -
Harbourvest Partners IX Credit Opportunities 167,971 0.0
Harbourvest Partners IX Venture Fund 1,285,294 0.3
Harbourvest Partners IX Buyout Fund 1,350,131 0.3
Harbourvest Dover VIII Fund 2,104,566 0.4

Harbourvest is based on estimated Q3 2015 Capital Account Statement

PIMCO All Asset Index: 40% BC Agg / 30% TIPS / 10% S&P500 / 10% BC HY / 10% JPM EMBI+

Mellon Dynamic Growth Benchmark: 60% MSCI All Country World Index IMI/ 40% Citigroup GDP Weighted
Hedge Fund Comp and Commodities are Net of Manager Fees

Wellington OIF is Net of Manager Fees
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Total Fund Allocation vs. Peer Universe
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Total Fund Risk Statistics vs. Peer Universe

Municipal Composite vs. IFx Public DB Gross
3 Years
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Total Fund Risk Statistics vs. Peer Universe

Municipal Composite vs. IFx Public DB Gross
5 Years
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Vermont Municipal Employees

Total Fund Attribution Analysis

Attribution Summary
3 Months Ending September 30, 2015

Amgl Wtd. Index ~ Excess Selection Allocation Interaction Total

Return Return Return Effect Effect  Effects Effects
Large Cap Comp -6.7% 6.7% 0.0% 0.0% 0.0% 0.0% 0.0%
Small/Mid Cap Comp -102%  -10.6% 0.4% 0.0% -0.1% 0.0% -0.1%
Int'l Equity Comp 9.7%  -10.6% 0.9% 0.1% 0.0% 0.0% 0.1%
Emerging Market Comp -148%  -17.9% 3.1% 0.2% 0.0% 0.0% 0.2%
Diversified Fixed 0.4% 1.2% -0.9% -0.2% 0.0% 0.0% -0.2%
High Yield Comp -3.9% -4.9% 1.0% 0.0% 0.0% 0.0% 0.0%
TIPS -1.2% -1.1% -0.1% 0.0% 0.0% 0.0% 0.0%
gg"nﬁg' Fixed Income 09%  17%  -08%  00%  00%  00%  00%
Emerging Market Debt -3.5% -2.0% -1.4% -0.1% 0.0% 0.0% 0.1%
Total Real Estate 2.7% 3.1% -0.4% 0.0% -0.1% 0.0% 0.1%
Hedge Fund Comp -2.5% -3.6% 1.0% 0.1% 0.0% 0.0% 0.1%
GAA Comp -1.7% -3.2% -4.5% -0.7% 0.0% 0.0% 0.7%
Commodities 137%  -14.5% 0.8% 0.0% 0.0% 0.0% 0.0%
Cash 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Private Equity -1.5% 0.0% -1.5% 0.0% -0.1% 0.0% 0.1%
Total -5.3% -4.5% -0.9% -0.6% -0.3% 0.0% -0.9%

Note: Plan attribution calculations are returns based and the results shown reflect the composites shown. As a
result, the total returns shown may vary from the calculated returns shown on the performance report.

The target return shown for each composite is a custom index, based on aggregated policy indices. This policy
index asset weights the underlying policy indices of each option in the plan and the respective benchmark.
The allocation, selection, and interaction effects are calculated using the custom index described above along

with the policy or target weight of each composite.

May not add up due to rounding.
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Total Fund Attribution Analysis

Attribution Summary
1 Year Ending September 30, 2015

A\c/YJgI Wtd. Index  Excess Selection Allocation Interaction Total

Return Return Return Effect Effect Effects Effects
Large Cap Comp -0.8% -0.7% -0.1% 0.0% -0.1% 0.0% -0.1%
Small/Mid Cap Comp 4.0% 0.1% 3.9% 0.2% 0.0% 0.1% 0.3%
Intl Equity Comp -8.4% -9.2% 0.8% 0.1% -0.1% 0.0% 0.0%
Emerging Market Comp -18.3%  -19.3% 1.0% 0.0% 0.0% 0.0% 0.0%
Diversified Fixed 3.3% 2.9% 0.3% 0.0% 0.0% 0.0% 0.1%
High Yield Comp -1.7% -3.4% 1.7% 0.1% 0.0% 0.0% 0.1%
TIPS -0.9% -0.8% 0.0% 0.0% 0.0% 0.0% 0.0%
gg"nﬁg' Fixed Income 30%  -38%  08%  00%  00%  00%  00%
Emerging Market Debt -3.7% -2.0% -1.8% -0.1% 0.0% 0.0% 0.1%
Total Real Estate 12.0% 13.5% -1.5% -0.1% -0.2% 0.0% -0.3%
Hedge Fund Comp -0.9% 0.0% -0.9% 0.0% 0.0% 0.0% 0.0%
GAA Comp -6.9% -2.2% -4.8% -0.7% 0.0% 0.0% -0.8%
Commodities -332%  -26.0% -1.2% -0.4% 0.1% 0.1% 0.2%
Cash 0.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Private Equity 23.0% 7.4% 15.6% 0.4% -0.2% -0.3% 0.1%
Total -3.5% -2.4% -1.1% -0.5% -0.4% -0.2% -1.1%

Note: Plan attribution calculations are returns based and the results shown reflect the composites shown. As a
result, the total returns shown may vary from the calculated returns shown on the performance report.

The target return shown for each composite is a custom index, based on aggregated policy indices. This policy
index asset weights the underlying policy indices of each option in the plan and the respective benchmark.
The allocation, selection, and interaction effects are calculated using the custom index described above along

with the policy or target weight of each composite.

May not add up due to rounding.
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Total Fund Risk Statistics

3 Years Ending September 30, 2015

%ofTot AnzdRet Rank  ~MZ4SY pok AnizdAJ  Rank  OhaPe oy Sortino oo Tradking ook
Dev Ratio Ratio RF Error
Municipal Composite 10000%  3.98% % 5.78% 40 0.37% 80 0.68 % 113 %4 0.91% 40

Policy Index - 3.89% % 5.13% 1 0.00% 61 0.75 % 131 89 0.00% 1
US Equity 16.89% - - - - - - - - - - -

Russell 3000 - 12.53% 56 9.93% 19 0.00% 52 1.26 3 242 3 0.00% 1
Large Cap Comp M34%  13.02% 48 9.83% 27 0.53% 47 132 35 261 25 0.69% 1

S8P 500 - 12.40% 56 0.74% 2 0.00% 58 127 45 243 37 0.00% 1
SmallMid Cap Comp 555%  1349% 42 11.95% 45 3.96% 46 113 38 255 20 2.87% 1

Russell 2000 - 11.02% 73 13.59% 82 0.00% 8 0.81 8 152 79 0.00% 1
Int! Equity Comp 1031%  6.31% 63 11.68% 66 0.87% 67 0.54 65 1,08 53 1.98% 9

MSCI EAFE - 5.63% 72 11.94% 79 0.00% 78 047 75 0.84 74 0.00% 1
Emerging Market Comp 539%  -5.06% 79 13.74% 61 0.20% 8 037 78 0.56 80 5.31% 70

MSCI Emerging Markets - 5.27% 81 13.75% 62 0.00% 79 0.39 8 0.58 81 0.00% 1
US Fixed Income 29.06% - - - - - - - - - - - -

Barclays Aggregate - 1.71% 66 2.90% 58 0.00% 8 0.58 81 0.95 75 0.00% 1
Diversified Fixed 2150%  2.35% 43 3.39% 69 0.45% 63 0.68 70 1,09 63 1.10% 2

Barclays Aggregate - 1.71% 66 2.90% 58 0.00% 83 0.58 81 0.95 75 0.00% 1
High Yield Comp 434%  4.35% 38 3.92% 19 151% 2 110 27 170 34 1.22% 56

Barclays High Yield - 3.51% 67 475% 64 0.00% 75 0.73 73 129 68 0.00% 1
TIPS 343%  -1.87% 80 5.15% 81 0.02% 65 037 64 048 68 0.18% 9

Barclays US TIPS - 1.83% 77 5.11% 78 0.00% 58 037 55 048 65 0.00% 1
Global Fixed Income Comp 343%  -370% % 4.34% 53 1.03% % 0.86 % 1.30 % 1.64% 1

Citi WGBI - 2.85% % 429% 51 0.00% o1 067 % 091 % 0.00% 1
Emerging Market Debt 513%  0.45% 38 6.56% 28 0.03% 37 0.06 37 0.09 37 1.35% 12

JP Morgan EMBI Global TR - 0.51% 36 6.87% 37 0.00% 36 0.07 36 0.10 36 0.00% 1
Total Real Estate 505%  1346% - 5.51% - 0.31% - 244 - 177528 - 1.70%

NCREIF Property Index - 11.90% - 4.76% - 0.00% - 249 - 1,568.72 - 0.00% :
Hedge Fund Comp 530%  6.00% 34 3.67% 4 1.94% 34 163 28 3.56 18 1.44% 7
R e 447% 67 3.47% 31 0.00% 65 119 52 201 49 0.00% 1
GAA Comp 16.02%  133% 87 7.55% 61 A.72% 87 017 86 0.24 89 3.48% 34
o e TASCIAGYI (Nef)i40% 3.04% 63 6.68% # 0.00% 66 045 60 0.95 50 0.00% 1
Commodties 264%  -1835% - 14.06% - 1.02% - .31 - 187 - 466% -
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Total Fund Risk Statistics

Municipal Composite
Policy Index
US Equity
Russell 3000
Large Cap Comp
S&P 500
Small/Mid Cap Comp
Russell 2000
Int' Equity Comp
MSCI EAFE
Emerging Market Comp
MSCI Emerging Markets
US Fixed Income
Barclays Aggregate
Diversified Fixed
Barclays Aggregate
High Yield Comp
Barclays High Yield
TIPS
Barclays US TIPS
Global Fixed Income Comp
Citi WGBI
Emerging Market Debt

JP Morgan EMBI Global TR

Total Real Estate
NCREIF Property Index
Hedge Fund Comp

HFRI Fund of Funds Composite

Index
GAA Comp

60% MSCI ACWI (Net)/40%

CITIWGBI
Commodities

5 Years Ending September 30, 2015

%ofTot AnzdRet Rank  ~MZ4SY pok AnizdAJ  Rank  OhaPe oy Sortino oo Tradking ook
Dev Ratio Ratio RF Error

10000%  592% % 6.88% 32 0.54% 24 0.85 85 132 73 0.62% 15
i, 5.15% % 6.54% 2 0.00% 58 0.78 % 119 87 0.00% 1
16.89% - - - - - - - - - - - -
-- 13.28% 51 11.94% 24 0.00% 42 1.11 30 1.77 29 0.00% 1
11.34% 13.54% 43 12.04% 43 -0.38% 50 1.12 41 1.81 39 0.97% 1
- 13.34% 47 11.51% 25 0.00% 43 116 35 191 29 0.00% :
5.55% 13.92% 36 14.28% 34 3.52% 38 0.97 32 1.60 25 2.73% 1
- 11.73% 74 15.96% 77 0.00% 86 0.73 80 1.18 72 0.00% 1
10.31% 4.84% 69 14.30% 23 1.13% 67 0.33 65 0.51 62 2.08% 9
- 3.98% 83 15.23% 65 0.00% 86 0.26 85 0.39 82 0.00% 1

5.39% - - - - - - - - - - -
- -3.57% 83 17.78% 61 0.00% 83 -0.20 84 -0.30 86 0.00% 1
29.06% - - - - - - - - - - - -
- 3.10% 62 2.77% 51 0.00% 85 1.10 74 1.84 66 0.00% 1
21.59% 4.12% 41 3.22% 64 0.90% 48 1.26 54 2.14 45 1.44% 31
- 3.10% 62 277% 51 0.00% 85 110 74 184 66 0.00% 1
438%  667% 39 5.10% 2 1.55% 2 130 2 203 39 1.33% 50
- 6.15% 64 6.04% 67 0.00% 74 1.01 71 1.72 67 0.00% 1
- 2.55% 52 5.20% 7 0.00% 71 0.48 66 0.70 49 0.00% 1
343%  0.25% 91 5.18% 54 0.44% % 0.04 % 0.06 % 1.85% 12
- 0.19% % 4.96% 44 0.00% % 0.0 % 0,06 % 0.00% !
5.13% - -- - -- - - - - - - - -
- 4.40% 33 741% 20 0.00% 30 061 2 0.69 23 0.00% 1
5.05% - - - - - - - - - - - -
- 12.55% - 5.06% - 0.00% - 247 - 1,111.45 - 0.00% -

5.30% - - - - - - - - - - -
- 2.69% 76 3.94% 39 0.00% 7 0.67 70 0.98 63 0.00% 1
16.02% 4.28% 64 8.41% 54 0.53% 70 0.50 68 0.73 69 3.32% 16
416% 65 8.65% 57 0.00% 72 0.48 69 073 69 0.00% 1

2.64% - - - - - - - - - - -
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{2008 | 2009 | 2010 | 2011 | 2012 | 2013 | 2014 | @1 | @2 | sur | AuG | sepT | Q3 [ viD |

Barclays Municipal -25% 129% 2.4% 10.7% 68% -2.6% 9.1% 1.0% -09% 07% 02% 0.7% 1.7% 1.8%
Barclays US Agg Interm 49% 65% 6.1% 6.0% 3.6% -1.0% 41% 13% -07% 05% 0.0% 0.7% 1.1% 1.7%
Credit Suisse Lev Loan -28.8% 44.9% 10.0% 18% 94% 6.2% 21% 21% 08% 01% -07% -0.7% -1.2% 1.6%
Barclays US Agg Bond 52% 59% 65% 78% 42% -2.0% 6.0% 16% -1.7% 07% -0.1% 0.7% 1.2% 1.1%

Barclays US Gov/Cred 1-3Yr 5.0% 3.8% 28% 16% 13% 06% 08% 06% 01% 01% -01% 03% 0.3% 1.0%
Credit Suisse Hedge Fund  -19.1% 18.6% 10.9% -2.5% 7.7% 9.7% 4.1% 25% -05% 09% -2.0% -1.4% -25% -0.6%
JPM EMBI Glob Div -12.0% 29.8% 122% 73% 174% -53% 74% 2.0% -03% 05% -09% -13% -1.7% -0.1%
Citi WGBI 109% 2.6% 52% 6.4% 1.6% -4.0% -05% -25% -15% 05% 05% 0.8% 1.7% -2.4%
Barclays US Gov/Cred Long 8.4% 1.9% 10.2% 22.5% 88% -8.8% 19.3% 3.4% -7.6% 22% -0.8% 08% 22% -2.4%
Barclays US Corp High Yield -26.2% 58.2% 15.1% 5.0% 158% 7.4% 25% 25% 0.0% -0.6% -1.7% -2.6% -4.9% -2.5%
Barclays US Strips 20+ Yr 59.5% -36.0% 10.9% 585% 3.0% -21.0% 46.4% 55% -143% 59% 0.1% 1.5% 7.6% -2.7%
FTSE NAREIT Equity REITs  -37.7% 28.0% 28.0% 8.3% 18.1% 2.5% 30.1% 4.8% -10.0% 5.6% -6.2% 2.9% 2.0% -3.8%

Barclays US Long Credit -3.9% 16.8% 10.7% 17.1% 12.7% -6.6% 16.4% 3.1% -73% 15% -13% 04% 05% -3.9%
Russell 1000 -37.6% 28.4% 16.1% 15% 16.4% 33.1% 13.2% 1.6% 0.1% 1.9% -6.0% -2.7% -6.8% -5.2%
MSCI EAFE -43.4% 31.8% 7.8% -12.1% 173% 22.8% -49% 49% 0.6% 21% -7.4% -51% -10.2% -5.3%
S&P 500 -37.0% 26.5% 15.1% 2.1% 16.0% 32.4% 13.7% 1.0% 03% 21% -6.0% -25% -6.4% -53%
Russell 2500 -36.8% 34.4% 26.7% -25% 17.9% 36.8% 7.1% 52% -03% -02% -5.9% -45% -103% -6.0%
MSCI ACWI -42.2% 34.6% 12.7% -73% 16.1% 22.8% 42% 23% 03% 09% -6.9% -3.6% -95% -7.0%
Russell 2000 -33.8% 27.2% 26.9% -4.2% 163% 388% 49% 43% 04% -12% -63% -49% -11.9% -7.7%
JPM GBI-EM Glob Div -5.2% 22.0% 15.7% -1.8% 16.8% -9.0% -5.7% -4.0% -1.0% -2.6% -54% -3.0% -10.5% -14.9%
MSCI EM -53.3% 785% 18.9% -18.4% 182% -2.6% -22% 22% 07% -6.9% -9.0% -3.0% -17.9% -15.5%
Bloomberg Commodity -35.6% 18.9% 16.8% -133% -1.1% -95% -17.0% -59% 4.7% -10.6% -0.9% -3.4% -14.5% -15.8%
Alerian MLP -36.9% 76.4% 359% 13.9% 4.8% 27.6% 4.8% -52% -6.1% -3.2% -5.0% -153% -22.1% -30.7%

Source: Morningstar Direct
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Broad Market Performance Summary as of 9/30/2015

30%

20%

0%

-10%

-20%

-30%

-40%

10% A

M 1YrRange

& 1 Yr Return
3 Month Return

<—§><8
N

o o> > Q Q
0“’@ AP ¢ ©© &
P B & ) o® &
'ég \,0 (;2\\ & (_,0((\
& N\ o N
R F S
Q}O
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US Economic Indicators

Inflation has stayed low Unemployment steadily improving
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Corporate profits at secular highs Manufacturing aboveloav\\/li:age but trending
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International Economic Indicators

Inflation remains muted Europe employment recovery lagging
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Manufacturing in developed economies has
lagged
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EM inflation is varied by country

Emerging Market Economic Indicators

Relatively healthy Debt/GDP ratios
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Some improvement in account balance Emerging economies make up >50%b6 of
challenged countries global output
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Source: Bloomberg, Merrill Lynch
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Central Banks

Fed’s ideal rate of policy firming above

Major central bank policy divergence market expectations
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56



Global Equity

Global valuations are mixed Earnings growth trending lower
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Margins elevated, but largely a US story Global equity returns mostly negative
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US Equity

Valuations near or above historical norms Growth recovery marked by inconsistency
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International Equity

PEs near historical medians Slow Global Growth
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Emerging Markets Equity

Regional valuations show divergence
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EM returns especially negative
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Global Equity by Sector

Energy returns sharply negative Divergence among S&P 500 sectors
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Global energy sector weight has fallen
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Currencies

Developed currencies mostly negative EM currencies have suffered in unique
versus the dollar fashions
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Recent dollar strength pronounced
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US Fixed Income

Spread levels drifting above historical High yield spreads have increased
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Similar yield/duration tradeoff among

major US indices

Source: Bloomberg, Barclays

Negative high yield returns driven by
energy distress
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International Developed Fixed Income
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European periphery yields at small
premium relative to Germany

Global yields are at or near historic lows
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Global bonds negative over one year in
USD terms
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Emerging Markets Fixed Income

Spreads have widened slightly, still in line
with history

Spread in bps
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Treasury yield curve moderately lower German and UK curves have shifted
versus Q2 downwards
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Global yield curves have flattened Global yields have tretr(;?rend lower over long
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Long Rates and Liability

Long duration yields have fallen over last Lower yields driven by low inflation
few years even with recent uptick expectations and real rates
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Yields are low but spreads slightly above

Recent compression in rates has lead to
positive returns
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Inflation and Real Rates

US real yields have risen slightly Global real yields are flat to negative
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Inflation Sensitive Growth Assets

Yields slightly higher relative to last year Gradual recovery in occupancy rates
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PE Ratios near or above averages Recent REIT selloff has cut into long rally
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Negative roll yields in major commodity Precipitous fall in oil prices
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US fuel production closing gap with
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Glossary of Investment Terminology

The calculation methodology for each measure of performance is outlined below.

Policy Target
Allocation

Index

Composite
(Total Return)

Measures policy allocation decisions.

Measures actual allocation decisions.
Deviations from the policy target can be
derived. (Allocation Index — Policy Index)

Measures actual performance and can
derive active management decisions.
(Composite — Allocation Index)

= TARGET AsseT WEIGHTS X INDEX RETURNS

= AcTuAL AsseT WEIGHTS X INDEX RETURNS

= AcTuAL Asser WEIGHTS X ACTUAL RETURNS

The calculation methodology for each measure of attribution is outlined below.

Allocation
Effect

Selection
Effect

Interaction
Effect

Measure the effects of overweighting or
underweighting managers and asset
classes.

Measures the managers’ ability to add
excess return relative to the policy index.

Measures the cross correlation of both
selection and allocation affects and is
often referred to as an “error term”.

= (AcTuAL MANAGER WEIGHT — PoLIcY TARGET
WEIGHT) X PoLicy INDEX RETURN

= (AcTuAL MANAGER RETURN —INDEX RETURN) X
PoLicy TARGET WEIGHT

= (AcTuAL MANAGER RETURN X (ACTUAL MANAGER
WEIGHT — PoLicy TARGET WEIGHT)) — ((MANAGER
WEIGHT — PoLicy TARGET WEIGHT) X INDEX
RETURN)
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Glossary of Investment Terminology

# Of Portfolios/Observations® — The total number of data points that make
up a specified universe

Allocation Index® - The allocation index measures the value added (or sub-
tracted) to each portfolio by active management. It is calculated monthly: The
portfolio asset allocation to each category from the prior month-end is multi-
plied by a specified market index.

Asset Allocation Effect® - Measures an investment manager’s ability to effec-
tively allocate their portfolio’s assets to various sectors. The allocation effect
determines whether the overweighting or underweighting of sectors relative to a
benchmark contributes positively or negatively to the overall portfolio return.
Positive allocation occurs when the portfolio is over weighted in a sector that
outperforms the benchmark and underweighted in a sector that underperforms
the benchmark. Negative allocation occurs when the portfolio is over weighted
in a sector that underperforms the benchmark and under weighted in a sector
that outperforms the benchmark.

Agency Bonds (Agencies)® - The full faith and credit of the United States gov-
ernment is normally not pledged to payment of principal and interest on the
majority of government agencies issuing these bonds, with maturities of up to
ten years. Their yields, therefore, are normally higher than government and
their marketability is good, thereby qualifying them as a low risk-high liquidity
type of investment. They are eligible as security for advances to the member
banks by the Federal Reserve, which attests to their standing.

Asset Backed Securities (ABS)?® - Bonds which are similar to mortgage-
backed securities but are collateralized by assets other than mortgages; com-
monly backed by credit card receivables, auto loans, or other types of consumer
financing.

Attribution® - Attribution is an analytical technique that allows us to evaluate
the performance of the portfolio relative to the benchmark. A proper attribution
tells us where value was added or subtracted as a result of the manager’s deci-
sions.

Average Effective Maturity” - For a single bond, it is a measure of maturity
that takes into account the possibility that a bond might be called back to the
issuer.

For a portfolio of bonds, average effective maturity is the weighted average of
the maturities of the underlying bonds. The measure is computed by weighing
each bond's maturity by its market value with respect to the portfolio and the
likelihood of any of the bonds being called. In a pool of mortgages, this would
also account for the likelihood of prepayments on the mortgages.

Batting Average® - A measurement representing an investment manager's
ability to meet or beat an index.

Formula: Divide the number of days (or months, quarters, etc.) in which the
manager beats or matches the index by the total number of days (or months,
quarters, etc.) in the period of question and multiply that factor by 100.

Brinson Fachler (BF) Attribution® - The BF methodology is a highly accepted
industry standard for calculating the allocation, selection, and interaction effects
within a portfolio that collectively explains a portfolio’s underlying performance.
The main advantage of the BF methodology is that rather than using the overall
return of the benchmark, it goes a level deeper than BHB and measures wheth-
er the benchmark sector, country, etc. outperformed/or underperformed the
overall benchmark.

Brinson Hood Beebower (BHB) Attribution® - The BHB methodology shows
that excess return must be equal to the sum of all other factors (i.e., allocation
effect, selection effect, interaction effect, etc.). The advantage to using the BHB
methodology is that it is a highly accepted industry standard for calculating the
allocation, selection, and interaction effects within a portfolio that collectively
explains a portfolio’s underlying performance.

Corporate Bond (Corp) # - A debt security issued by a corporation and sold to
investors. The backing for the bond is usually the payment ability of the compa-
ny, which is typically money to be earned from future operations. In some cas-

es, the company's physical assets may be used as collateral for bonds.

Correlation® - A range of statistical relationships between two or more random
variables or observed data values. A correlation is a single number that de-
scribes the degree of relationship between variables.

Data Source: *InvestorForce, “Interaction Effect Performance Attribution, 3NEPC, LLC, *Investopedia, *Hedgeco.net
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Coupon® — The interest rate stated on a bond when it is issued. The coupon is
typically paid semiannually. This is also referred to as the "coupon rate" or
"coupon percent rate."

Currency Effect® - Is the effect that changes in currency exchange rates over
time affect excess performance.

Derivative Instrument® - A financial obligation that derives its precise value
from the value of one or more other instruments (or assets) at the same point
of time. For example, the relationship between the value of an S&P 500 futures
contract (the derivative instrument in this case) is determined by the value of
the S&P 500 Index and the value of a U.S. Treasury bill that matures at the
expiration of the futures contract.

Downside Deviation® - Equals the standard deviation of negative return or the
measure of downside risk focusing on the standard deviation of negative re-
turns.

Formula:

Annualized Standard Deviation (Fund Return - Average Fund Return) where
average fund return is greater than individual fund returns, monthly or quarter-
ly.

Duration® - Duration is a measure of interest rate risk. The greater the dura-
tion of a bond, or a portfolio of bonds, the greater its price volatility will be in
response to a change in interest rates. A bond’s duration is inversely related to
interest rates and directly related to time to maturity.

Equity/Debt/Cash Ratio® — The percentage of an investment or portfolio that
is in Equity, Debt, and/or Cash (i.e. A 7/89/4 ratio represents an investment
that is made up of 7% Equity, 89% Debt, and 4% Cash).

Foreign Bond® - A bond that is issued in a domestic market by a foreign entity,
in the domestic market's currency. A foreign bond is most often issued by a
foreign firm to raise capital in a domestic market that would be most interested
in purchasing the firm's debt. For foreign firms doing a large amount of business
in the domestic market, issuing foreign bonds is a common practice.

Hard Hurdle® — is a hurdle rate that once beaten allows a fund manager to
charge a performance fee on only the funds above the specified hurdle rate.

Glossary of Investment Terminology

High-Water Mark” - The highest peak in value that an investment fund/
account has reached. This term is often used in the context of fund manager
compensation, which is performance based. Some performance-based fees only
get paid when fund performance exceeds the high-water mark. The high-water
mark ensures that the manager does not get paid large sums for poor perfor-
mance.

Hurdle Rate® - The minimum rate of return on an investment required, in order
for a manager to collect incentive fees from the investor, which is usually tied to
a benchmark.

Interaction Effects? - The interaction effect measures the combined impact of
an investment manager’s selection and allocation decisions within a sector. For
example, if an investment manager had superior selection and over weighted
that particular sector, the interaction effect is positive. If an investment manag-
er had superior selection, but underweighted that sector, the interaction effect
is negative. In this case, the investment manager did not take advantage of the
superior selection by allocating more assets to that sector. Since many invest-
ment managers consider the interaction effect to be part of the selection or the
allocation, it is often combined with the either effect.

Median® - The value (rate of return, market sensitivity, etc.) that exceeds one-
half of the values in the population and that is exceeded by one-half of the val-
ues. The median has a percentile rank of 50.

Modified Duration® - The percentage change in the price of a fixed income
security that results from a change in yield.

Mortgage Backed Securities (MBS)® - Bonds which are a general obligation
of the issuing institution but are also collateralized by a pool of mortgages.

Municipal Bond (Muni) 4 - A debt security issued by a state, municipality or
county to finance its capital expenditures.

Net Investment Change?! — Is the change in an investment after accounting
for all Net Cash Flows.

Performance Fee” - A payment made to a fund manager for generating posi-
tive returns. The performance fee is generally calculated as a percentage of
investment profits, often both realized and unrealized.

Data Source: *InvestorForce, “Interaction Effect Performance Attribution, 3NEPC, LLC, *Investopedia, *Hedgeco.net
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Glossary of Investment Terminology

Policy Index® - A custom benchmark designed to indicate the returns that a
passive investor would earn by consistently following the asset allocation targets
set forth in this investment policy statement.

Price to Book (P/B)* - A ratio used to compare a stock's market value to its
book value. It is calculated by dividing the current closing price of the stock by
the latest quarter's book value per share, also known as the "price-equity ratio".

Price to Earnings (P/E)* - The weighted equity P/E is based on current price
and trailing 12 months earnings per share (EPS).

Price to Sales (P/S)* - A ratio for valuing a stock relative to its own past per-
formance, other companies, or the market itself. Price to sales is calculated by
dividing a stock's current price by its revenue per share for the trailing 12
months.

Return on Equity (ROE)* - The amount of net income returned as a percent-
age of shareholders equity. Return on equity measures a corporation's profita-
bility by revealing how much profit a company generates with the money share-
holders have invested.

Selection (or Manager) Effect? - Measures the investment manager’s ability
to select securities within a given sector relative to a benchmark. The over or
underperformance of the portfolio is weighted by the benchmark weight, there-
fore, selection is not affected by the manager’s allocation to the sector. The
weight of the sector in the portfolio determines the size of the effect—the larger
the sector, the larger the effect is, positive or negative.

Soft Hurdle rate® — is a hurdle rate that once beaten allows a fund manager to
charge a performance fee based on the entire annualized return.

Tiered Fee®! — A fee structure that is paid to fund managers based on the size
of the investment (i.e. 1.00% fee on the first $10M invested, 0.90% on the next
$10M, and 0.80% on the remaining balance).

Total Effects? - The active management (total) effect is the sum of the selec-
tion, allocation, and interaction effects. It is also the difference between the
total portfolio return and the total benchmark return. You can use the active
management effect to determine the amount the investment manager has add-
ed to a portfolio’s return.

Total Return® - The actual rate of return of an investment over a specified time
period. Total return includes interest, capital gains, dividends, and distributions
realized over a defined time period.

Universe® - The list of all assets eligible for inclusion in a portfolio.
Upside Deviation® — Standard Deviation of Positive Returns

Weighted Avg. Market Cap.* - A stock market index weighted by the market
capitalization of each stock in the index. In such a weighting scheme, larger
companies account for a greater portion of the index. Most indexes are con-
structed in this manner, with the best example being the S&P 500.

Yield (26)® - The current yield of a security is the current indicated annual divi-
dend rate divided by current price.

Yield to Maturity® -The discount rate that equates the present value of cash
flows, both principal and interest, to market price.

Data Source: *InvestorForce, “Interaction Effect Performance Attribution, 3NEPC, LLC, *Investopedia, *Hedgeco.net
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Alpha - Measures the relationship between the fund performance and the per-
formance of another fund or benchmark index and equals the excess return
while the other fund or benchmark index is zero.

Alpha Jensen - The average return on a portfolio over and above that predict-
ed by the capital asset pricing model (CAPM), given the portfolio's beta and the
average market return. Also known as the abnormal return or the risk adjusted
excess return.

Annualized Excess Return over Benchmark - Annualized fund return minus
the annualized benchmark return for the calculated return.

Annualized Return - A statistical technique whereby returns covering periods
greater than one year are converted to cover a 12 month time span.

Beta - Measures the volatility or systematic risk and is equal to the change in
the fund’s performance in relation to the change in the assigned index’s perfor-
mance.

Information Ratio - A measure of the risk adjusted return of a financial
security, asset, or portfolio.

Formula:

(Annualized Return of Portfolio - Annualized Return of Benchmark)/Annualized
Standard Deviation(Period Portfolio Return — Period Benchmark Return). To an-
nualize standard deviation, multiply the deviation by the square root of the
number of periods per year where monthly returns per year equals 12 and quar-
terly returns is four periods per year.

R-Squared — Represents the percentage of a fund’s movements that can be
explained by movements in an index. R-Squared values range from O to 100. An
R-Squared of 100 denotes that all movements of a fund are completely ex-
plained by movements in the index.

Sharpe Ratio - A measure of the excess return or risk premium per unit of risk
in an investment asset or trading strategy.

Sortino Ratio - A method to differentiate between good and bad volatility in
the Sharpe Ratio. The differentiation of up and down volatility allows the calcu-
lation to provide a risk adjusted measure of a security or fund's performance
without upward price change penalties.

Formula:

Calculation Average (X-Y)/Downside Deviation (X-Y) * 2

Where X=Return Series X Y = Return Series Y which is the risk free return (91
day T-bills)

Glossary of Investment Terminology—Risk Statistics

Standard Deviation - The standard deviation is a statistical term that de-
scribes the distribution of results. It is a commonly used measure of volatility of
returns of a portfolio, asset class, or security. The higher the standard deviation
the more volatile the returns are.

Formula:
(Annualized Return of Portfolio — Annualized Return of Risk Free) / Annualized
Standard Deviation (Portfolio Returns)

Tracking Error - Tracking error, also known as residual risk, is a measure of
the degree to which a portfolio tracks its benchmark. It is also a measure of
consistency of excess returns. Tracking error is computed as the annualized
standard deviation of the difference between a portfolio's return and that of its
benchmark.

Formula:

Tracking Error = Standard Deviation (X-Y) * V/( # of periods per year)
Where X = periods portfolio return and Y = the period’s benchmark return
For monthly returns, the periods per year = 12

For quarterly returns, the periods per year = 4

Treynor Ratio - A risk-adjusted measure of return based on systematic risk.
Similar to the Sharpe ratio with the difference being the Treynor ratio uses beta
as the measurement of volatility.

Formula:
(Portfolio Average Return - Average Return of Risk-Free Rate)/Portfolio Beta

Up/Down Capture Ratio - A measure of what percentage of a market's re-
turns is "captured" by a portfolio. For example, if the market declines 10% over
some period, and the manager declines only 9%, then his or her capture ratio is
90%. In down markets, it is advantageous for a manager to have as low a cap-
ture ratio as possible. For up markets, the higher the capture ratio the better.
Looking at capture ratios can provide insight into how a manager achieves ex-
cess returns. A value manager might typically have a lower capture ratio in both
up and down markets, achieving excess returns by protecting on the downside,
whereas a growth manager might fall more than the overall market in down
markets, but achieve above-market returns in a rising market.

UpsideCapture = TotalReturn(FundReturns)/TotalReturns(BMReturn) when Peri-
od Benchmark Returnis > =0

DownsideCapture = TotalReturn(FundReturns)/TotalReturns(BMReturn) when
Benchmark <0

Data Source: InvestorForce
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Information Disclaimer and Reporting Methodology

Information Disclaimer
e Past performance is no guarantee of future results.

» All investments carry some level of risk. Diversification and other asset allocation techniques are not guaranteed to
ensure profit or protect against losses.

 NEPC’s source for portfolio pricing, calculation of accruals, and transaction information is the plan’s custodian bank.
Information on market indices and security characteristics is received from other sources external to NEPC. While NEPC
has exercised reasonable professional care in preparing this report, we cannot guarantee the accuracy of all source
information contained within.

 Some index returns displayed in this report or used in calculation of a policy, allocation or custom benchmark may be
preliminary and subject to change.

* This report is provided as a management aid for the client’s internal use only. Information contained in this report does
not constitute a recommendation by NEPC.

* This report may contain confidential or proprietary information and may not be copied or redistributed to any party not
legally entitled to receive it.

Reporting Methodology

* The client’s custodian bank is NEPC’s preferred data source unless otherwise directed. NEPC generally reconciles
custodian data to manager data. If the custodian cannot provide accurate data, manager data may be used.

* Trailing time period returns are determined by geometrically linking the holding period returns, from the first full month
after inception to the report date. Rates of return are annualized when the time period is longer than a year. Performance
is presented gross and/or net of manager fees as indicated on each page.

*  For managers funded in the middle of a month, the “since inception” return will start with the first full month, although
actual inception dates and cash flows are taken into account in all Composite calculations.

* This report may contain forward-looking statements that are based on NEPC’s estimates, opinions and beliefs, but NEPC
cannot guarantee that any plan will achieve its targeted return or meet other goals.
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