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J' LOS ANGELES CITY EMPLOYEES'

RETIREMENT SYSTEM

Market Commentary

U.S. Equity

The U.S. stock market posted a modest loss of 0.2% during
the fourth quarter of 2012, as investors weighed the cross
currents from the economic effects of Superstorm Sandy,
results of the U.S. presidential election, additional Fed
stimulus and the potential impacts from the impending
fiscal cliff. U.S. equities concluded 2012 with a solid gain of
16.4%, marking its fourth consecutive year of positive
returns and a 76.4% advance since the end of 2008.

Financials was the best performing sector for the quarter
and year with returns of 4.9% and 26.4%, respectively.

For the year, all sectors posted positive total returns with
Consumer Discretionary stocks (23.9%) following Financials
for top honors, while the Energy (3.9%) and Utilities
(2.2%) sectors lagged other groups.

Despite modest employment growth, the U.S.
unemployment rate has dropped from a recent high of 10%
in Oct 2009 to its current rate of 7.8%. However, some of
the improvement have resulted from a discouraged worker
effect. The Bureau of Labor’s total unemployment rate,
which includes marginally attached workers and those in
part time positions for economic reasons, remains at an
elevated 14.4%.

Non-U.S. Equity

Despite the continued fiscal turmoil in continental Europe,
2012 proved to be a good year for global stocks overall.
The euro received additional support from the European
Central Bank, preventing a breakup of the Eurozone and
providing a boost to the stocks of safer bourses such as
Germany and France. Markets in the Asia-Pacific region
enjoyed very strong performance for the quarter and year,
despite giving up some return for U.S. dollar-based
investors. The global economic slowdown dampened
performance for emerging markets for the quarter,
although gains for the year were resilient.

Fixed Income

Fixed income markets stayed true to the trends as driven
by Federal Reserve policy: Rock-bottom Treasury yields
pushing investors to seek additional basis points of yield in
riskier asset space. Although short and long Treasury yields
barely moved during calendar 2012, intermediate-term
yields fell slightly, thereby easing the overall slope of the
yield curve. Corporate bonds, especially high-yield paper,
outperformed government issuance during the quarter and
for 2012.
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December 31, 2012 Key Economic Indicators
CPI (all items) Monthly Change Cumulative Change
Seasonally adjusted Dec-12 0.0 3-Month 0.2
Nov-12 03 12-Month 1.7
Oct-12 0.1 10-Yr Annual 2.4
Breakewen Inflation 10-Year 26
Consumer Senfiment Dec-12 729
Unv. of Michigan Survey Nov-12 827
1-Yr Ago 69.9 10-Yr Awg 79.0
Manufacturing Dec-12 50.7 Change in Manufacturing Sector|
Inst. for Supply Mgmt Nov-12 49.5 =50 Expansion
Purchasing Mngrs' ldx 1-Yr Avg 51.7 <50 Contraction
Note: Seasonally adjusted CPldata i1s utilzed to better reflect short-term pricing actvity.
Changes in Real GDP (2005 base year) Unemployment Rate and Job Growth/Loss
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Data sources: Bureau of Economic Analysis, Bureau of Labor Statistics, Federal Reserve Bank of St. Louis, Barclays Capital
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U.S. Capital Markets: Equity

U.S. Equity
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U.S. stock market faced uncertainty due to Superstorm Sandy,
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o " e " wue the Presidential election and the impact of the impending fiscal
3.23% cliff. Despite uncertainties in the fourth quarter, the U.S.
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Non U.S. Equity
ACWI x US Emerging Despite financial uncertainty in Europe, global equity markets
(%) World xUS  EAFE ($)  Europe ($) Asia Pacific Markets ($) performed strong for the year.
8.0%
7.01%
7.0% 6.57% Asia-Pacific generated positive returns despite headwinds in
60%  >85% 3:92% Japan.
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Data sources: Wilshire Compass, MSCI Barra

Support for the euro from the European Central Bank
prevented a breakup of the Eurozone and boosted stocks in
Germany and France.

Emerging Markets exhibited strong performance despite
economic slowdown globally.

MSCI EM: Largest Countries and Return
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U.S. Capital Markets: Fixed Income
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- With interest rates still low, bond investors moved into riskier
asset space looking for stronger returns.

» Intermediate-term vields fell slightly, easing the overall slope

of the yield curve.

- High Yield outperformed investment grade bond market due to
strong stock market performance and investors searching for

yield.
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Jl LOS ANGELES CITY EMPLOYEES'

RETIREMENT SYSTEM Quarter Ending December 31, 2012

Performance Overview

« LACERS investment portfolio ended the 4" quarter with a market value of $11.5 billion, an
increase of $0.1 billion from the previous quarter. The Fund’s net of fee return was 2.5% for
the quarter and 14.3% for the one-year period.

» The Total Fund outperformed its policy benchmark by 0.3% for the quarter and matched the
policy benchmark for the one-year period.

* In a comparison to other public funds with market values greater than $1 billion in TUCS
(Trust Universe Comparison Service), LACERS ranked in the 27t percentile for the quarter
and in the 14% percentile for the one-year period.

« All asset classes produced positive returns for the 4t quarter of 2012.

« U.S. Equity, Non-U.S. Equity, and Fixed Income outperformed their respective benchmarks
for the quarter.

 Alternative Investments significantly outperformed its benchmark, while Private Real Estate
trailed its benchmark for the quarter.

Note: Due to the J-curve effect in early stages of a fund’s life, returns may lag prior to realization of proceeds in later years.
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RETEEMENT BYETEW QLlartE‘r Er‘lding December 31, 2012

Asset Allocation
as of December 31, 2012

40.0%: 36,79
35.0%
30.0%
25.0%
20.0%
lS.Du.l'rD 12.0%
10.0%
3.0%
5.0%
o | oo
0.0%: T T — ) —
.5, Equity  Mon-U.5. Eqguity Fixed Income Credit &lternative Inv.  Private Real Public Real Cash
Opportunities Estate Aszsets
Ba&ctual (12/31/12) M Target
Actual Target™ Min. Max
.5, Equity 36.7% 24.0% 19.0% 29.0%
Man-U.5. Equity 21.9% 29.0%: 24.0% 34.0%
Fixed Income 24,2% 19.0%: 15.0% 22.0%
Credit Opportunities 0.0% 5.0% 0.0% 10.0%
Alternative Inv. 10.4% 12.0% nfa nfa
Private Real Estate 5.9% 5.09% nfa nfa
Public Real Assets 0.0% 5.0% 2.0% 8.0%
Cash 0.9% 1.0% 0.0%: 2.0%

* Revized 1st Qur 2012: decreasze U.S. Equity from 37% to 24%: increase Men-U.5. Equity from 20% to 29%; decrease Fixed Income from 26% to 15%:;
allocate 3% in Credit Opportunizies; increase Alternative Inv, from 9% to 12%; decrease Private Real Estate from 79 to 5%; zllocate 5% in Public Real Assets.
The implementation of the new Asse: Allecation will be in stages over 2 period of 18 months.
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Quarter Ending December 31, 2012

Detail Actual vs Target Allocation

Market Value Market Value Target to Difference
Asset Class / Style Benchmark (% Billion) to Total Fund Total Fund | from Target
(%) (%) (%)
Equity £ 7.94 69.0% 65.0% 4.0%n
LS. Equity 5 q.22 36. 7% 24.0%0 12.7%
Passive g 2.70 23.2% 17.2% 6.0%
Large Cap Core S&P 300 2.20 19.1% 16.6% 2.6%
Large Cap Growth Russell 1000 Growth - 0.0% 1.0% -1.0%%
Large Cap Value Russell 1000 Value 0.50 4,3% 0.0% 4,3%
Active £ 1.52 13.2% 6.5% 6.7%
All Cap Russell 3000 0.08 0.7% 0.2% 0.5%
Large Cap Core S&P 300 - 0.0% 0.0% 0.0%
Large Cap Growth Russell 1000 Growth - 0.0% 0.0% 0.0%
Large Cap Value Russell 1000 Value 0.43 3.8% 1.0% 2.8%
Mid Cap Cors Russell Mid Cap 0.06 0.5% 1.29 -0.7%
Small Cap Core Russell 2000 0.28 2.5% 1.29% 1.3%
Small Cap Growth Russell 2000 Growth 0.39 3.4% 1.49%% 1.9%
small Cap Value Russzll 2000 Value 0.27 2.4% 1.4% 0.9%
Non-U.S. Equity ] 2.52 21.9% 29.0%0 -7.1%
Passive £ 1.13 9.8% 10.2% -0.3%
World ex-U.5. MSCI World ex-U.5. 1.13 0, 8% 10.2% -0.3%
Active £ 1.39 12.1% 18.8% -6.7%
Europ=an MSCI Europe/10% Abs. 0.50 4,495 0.0% 4,4%
Asia/Pacific Basin MSCI AsiafPacific 0.44 3.8% 0.0% 3.8%
Developed Core MSCI EAFE/World ex-U.5. 0.13 1.2% 2.9% -1.7%
Developed Growth MSCI EAFE/World ex-U.S. Growth - 0.0% 2.9% -2.9%%
Developed Valus MSCI EAFE/World ex-U.5. Valus - 0.0% 2,99 -2.995
Emsarging Markats Core MSCI Emerging Markets 0.11 1.0% 2.6% -1.6%
Emerging Markets Growth MSCI Emerging Market Growth - 0.0% 2.3% -2.3%
Emerging Markets Valuea MSCI Emerging Market Value 0.20 1.7% 2.3% -0.6%
Small Cap Core MSCI EAFE Smazll Cap - 0.0% 2.9% -2.9%
Alternative Investments Vintage Year % 1.20 10.4% 12.0% -1.6%
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LEMENT SYSTEM Quarter Ending December 31, 2012

Detail Actual vs Target Allocation

Market Value Market Value Target to Difference

Asset Class / Style Benchmark (% Billion) to Total Fund Total Fund @ from Target
(%) (%) (%)
Fixed Income 3 2.79 24.2% 24.0% 0.2%
Core % 2.79 24.2%0 19.0% 5.2%0
Passive Barclays Capital (BC) Aggregate % - 0.0% 6.7% -6.7%
Active % 2.79 24.2% 12.3% 12.0%
Core Barclays Capital (BC) Aggregats - 0.0% 10.4% -10.4%%
Core Plus Barclays Capital (BC) Universal 2.54 22,19 0.0% 22.1%
Intermediate Core BC U.5. Govt/Credit Intermeadiate 0.25 2.1% 1,995 0.2%
Credit Opportunities % - 0.0% 5.0% -5.0%0
U.S. High Yield BC U.S. High Yield 2% Capped - 0.0% 2.8% -2.8%
Emerging Market Debt JP Morgan - EMBI Global Diversified - 0.0% 1.8% -1.8%
Leveraged Loans/Cpp. Cradits | JP Morgan - EMBI Global Diversified - 0.0% 0.4% -0.4%
Real Assets % 0.68 2.9% 10.0% -4.1%
Public Real Assets % - 0.0%% 5.0% -5.0%0
TIPS BC 1.5, TIPS - 0.0% 3.0% -3.0%
REITS Wilshire REIT - 0.0% 0.5% -0.3%
Commaodities SAP-GSCI Total Index - 0.0% 1.0% -1.0%
Multi Asset Real Assets CPI + 5% - 0.0% 0.5% -0.5%
Private Real Estate % 0.68 5.000 5.0% 0.9%
Cash [3 0.10 0. 9% 1.0% -0.1%
TOTAL PORTFOLIO S 11.51 100.0%0 100.0%0 0.0%n

Fund Overview 3
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Jl LOS ANGELES CITY EMPLOYEES

RETIREMENT SYSTEM Quarter Ending December 31, 2012

LACERS Total Fund

(Returns are Net of Fees)

Market Value | % to Total| Current One Three Five Ten Fifteen Since Tfazi?nr
($million) Fund Quarter Year Years Years Years Years' Inceptiont Errorg

LACERS Master Trust $ 11,510 | 100.0% 2.5 14.3 9.0 2.1 7.9 6.3 8.1 2.5
Policy Benchmark 2.2 14.3 9.4 2.8 8.0 6.4 8.1
Excess Return 0.3 0.0 -0.4 -0.7 -0.1 -0.1 0.0

U.S. Equity $ 4,223 36.7% 0.7 16.4 10.9 1.7 7.8 5.4 9.3 1.4
Russell 3000 0.3 16.4 11.2 2.0 7.7 4.2 7.9
Excess Return 0.4 0.0 -0.3 -0.3 0.1 1.2 1.4

Non-U.S. Equity $ 2,520 21.9% 6.3 18.4 4.3 -2.5 9.5 5.2 4.8 1.6
MSCI ACWI ex U.S. * 5.9 16.8 3.9 -2.9 9.7 5.5 54
Excess Return 0.4 1.6 0.4 0.4 -0.2 -0.3 -0.6

Total Fixed Income $ 2,789 24.2% 1.2 8.5 7.9 7.4 6.7 7.0 7.5 2.7
BC U.S. Universal * 0.6 5.5 6.7 6.2 5.6 5.8 6.5
Excess Return 0.6 3.0 1.2 1.2 1.1 1.2 1.0

Private Real Estate ** $ 684 5.9% 2.5 7.8 5.3 -7.8 2.4 4.9 5.8 10.3
NCREIF Property Lagged + 100bps 2.6 11.6 11.1 2.4 8.4 9.4 9.4
Excess Return -0.1 -3.8 -5.8 -10.2 -6.0 -4.5 -3.6

Alternative Investments ** § 1,196 10.4% 4.0 15.2 14.8 5.3 12.9 10.8 9.8 20.2
Russell 3000 + 300bps 1.1 19.4 14.2 5.0 10.7 7.2 10.9
Excess Return 2.9 -4.2 0.6 0.3 2.2 3.6 -1.1

! Indicates gross returns since October 1994.
* Both the MS ACWI ex US and Barclays US Universal indices are historically blended with other indices.
** Due to the J-Curve effect in early stages of a fund's life, returns may lag prior to realization of proceeds in later years.
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Jl LOS ANGELES CITY EMPLOYEES'

RETIREMENT SYSTEM Quarter Ending December 31, 2012

Total Fund - Contribution to 5-Year Total & Active Risk

Contribution to Total and Active Risk
100.00% T T
86.57%
80.00%
61.00%
60.00%
40.00% 32.43%
20.00%
10.46%
6.34%
0.73% _- 0.88%
0.00% i -
-0.64%
-6.45%
-20.00%
U.S. Equity Non-U.S. Equity Fixed Income Real Estate Alternative
Investments
B % Contribution to Total Risk ® % Contribution to Active Risk

« Public equities comprises 92% of total risk despite actual weighting of 59%

« Private markets (Real Estate and Private Equities) comprises 97% of active risk as it is difficult to
separate active from ‘beta’ exposures in those asset classes

* Fixed Income provided reduction to active risk, but not total risk as desired
« Real Estate has provided modest total risk reduction

Fund Performance 2
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Return to Risk Ratio Comparison

Percentile Rankings
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Return to risk ratio comparison puts funds with different asset allocation objectives on even footing

LACERS currently ranks 72nd percentile versus peers on return/risk ratio basis

Fund Performance 4




\/-\
U.S. Equity Managers

\__/"\






J' LOS ANGELES CITY EMPLOYEES'

RETIREMENT SYSTEM Quarter Ending December 31, 2012

U.S. Equity Managers

(Returns are Net of Fees)

Inception Market Value | % to Total| Current One Three Five Ten Since Tfa\c(:iianr
Date ($million) |U.S. Equity| Quarter Year Years Years Years Inception® Errorg

U.S. Equity Oct-94 $ 4,223 | 100.0% 0.7 16.4 10.9 1.7 7.8 9.3 1.4
Russell 3000 0.3 16.4 11.2 2.0 7.7 7.9
Excess Return 0.4 0.0 -0.3 -0.3 0.1 1.4

Aronson, Johnson & Ortiz Oct-01 $ 434 10.3% 0.9 17.6 11.8 1.4 8.4 6.9 3.3
Russell 1000 Value 1.5 17.5 10.9 0.6 7.4 5.7
Excess Return -0.6 0.1 0.9 0.8 1.0 1.2

Blackrock R1000 Value (Passive) Dec-98 $ 501 11.9% 1.5 17.4 10.9 0.7 7.5 4.6 0.1
Russell 1000 Value 1.5 17.5 10.9 0.6 7.4 4.6
Excess Return 0.0 -0.1 0.0 0.1 0.1 0.0

Thomson Horstmann Oct-95 ¢ 249 5.9% 24 17.9 11.8 2.6 9.3 10.0 6.6
Russell 2000 1.9 16.4 12.3 3.6 9.7 7.8
Excess Return 0.5 1.5 -0.5 -1.0 -0.4 2.2

Franklin Advisers Sep-94 $ 194 4.6% 1.5 10.4 14.1 2.5 9.0 8.3 4.9
Russell 2000 Growth 0.5 14.6 12.8 3.5 9.8 6.1
Excess Return 1.0 -4.2 1.3 -1.0 -0.8 2.2

Sit Investments Jan-01 $ 193 4.6% 1.3 14.8 13.6 2.4 9.9 3.5 6.0
Russell 2000 Growth 0.5 14.6 12.8 3.5 9.8 3.4
Excess Return 0.8 0.2 0.8 -1.1 0.1 0.1

Donald Smith & Co. Feb-06 $ 100 2.4% 5.7 16.1 8.8 4.7 - 5.1 9.5
Russell 2000 Value 3.2 18.1 11.6 3.6 -- 3.0
Excess Return 2.5 -2.0 -2.8 1.1 == 2.1

PanAgora Asset Management Feb-06 $ 175 4.1% 4.9 19.5 15.9 4.8 - 2.6 3.1
Russell 2000 Value 3.2 18.1 11.6 3.6 -- 3.0
Excess Return 1.7 1.4 4.3 1.2 == -0.4

* Indicates gross returns

U.S. Equity Managers 1



J' LOS ANGELES CITY EMPLOYEES’

RETIREMENT SYSTEM Quarter Ending December 31, 2012

U.S. Equity Managers

(Returns are Net of Fees)

Inception Market Value | % to Total| Current One Three Five Ten Since Tiazi?nr
Date ($milion) [U.S. Equity| Quarter Year Years Years Years Inception* Errorg

New Mountain Cap Group Apr-08 $ 60 1.4% 1.7 11.1 6.4 - - 3.9 -
Russell Midcap Blend 2.9 17.3 9.2 -- -- 1.9

Excess Return -1.2 -6.2 -2.8 -- -- 2.0
Rhumbline Advisors (Passive) Feb-93 $ 730 17.3% -0.4 16.0 11.1 1.9 7.3 8.4 0.3
S&P 500 -0.4 16.0 10.9 1.7 7.1 8.2

Excess Return 0.0 0.0 0.2 0.2 0.2 0.2
Blackrock S&P 500 Index Plus Feb-10 $ 1,471 34.8% -0.3 16.0 - - - 11.9 -
S&P 500 -0.4 16.0 -- -- -- 11.6

Excess Return 0.1 0.0 == == == 0.3

Manager-of-Manager Programs 2.8%

Attucks Nov-05 $ 33 0.8% 2.3 14.4 11.9 2.8 - 4.6 3.3
Russell 2000 1.9 16.4 12.3 3.6 -- 4.7

Excess Return 0.4 -2.0 -0.4 -0.8 == -0.1
Capital Prospects Dec-05 $ 32 0.7% 1.5 15.6 10.4 0.9 - 3.9 2.8
Russell 3000 0.3 16.4 11.2 2.0 -- 4.3

Excess Return 1.2 -0.8 -0.8 -1.1 == -0.4
Progress Investment Oct-06 $ 52 1.2% 0.4 14.3 8.3 -0.2 - 1.7 2.5
Russell 3000 0.3 16.4 11.2 2.0 -- 3.0

Excess Return 0.1 -2.1 -2.9 -2.2 -- -1.3

! Indicates gross returns

U.S. Equity Managers 2
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LACERS

LOS ANGELES CITY EMPLOYEES'
RETIREMENT SYSTEM

Quarter Ending December 31, 2012

U.S. Equity — Contribution to 5-Year Total & Active Risk

30.00%

25.00%

20.00%

15.00%

10.00%

5.00%

0.00%

-5.00%

-10.00%

17.27%

7.15%

AlO

14.02%

9.36%

7.57% 7.77% 7.14%
4.88%
0.40%
0.14%

BlackRock New Thomson  Franklin
Russell ~ Mountain Horstmann Advisers
1000 Cap

27.28%

Sit

Contribution to Total and Active Risk

26.09%

-63% 15.87%

10.62%

7.66%

3.37%

0.50% 1.34%  2.19% 0.61%

0.619.47%  0.98%  0.85% .2_8% 0.47%
—— - -

-0.34%

-5.52%

Donald  PanAgora Rhumbline Blackrock  Attucks Capital Progress Relational  Alliance Blum
Smith & Co Index Plus Prospects Investment Investors Bernstein  Stinson

B % Contribution to Total Risk W % Contribution to Active Risk

. Over last 5-years, Alliance Bernstein (now terminated) was largest contributor to active risk

. Most managers provided contribution to total risk within a reasonable range of their portfolio
weights, which is desirable. Exceptions were: Alliance and Sit.

. Additionally, most managers provided contribution to active risk in line with or below their
respective contribution to total risk. Exceptions were AJO, Donald Smith, Blum, New Mountain,
Thomson Horstmann, and Alliance Bernstein

U.S. Equity Managers 3




LACERS

LOS ANGELES CITY EMPLOYEES'

J RETIREMENT SYSTEM

Quarter Ending December 31, 2012

5-Year Rolling Risk-Adjusted Active Returns

1.40

1.20

1.00

0.60

0.40

Information Ratio

-0.80

Jan 2001

* Risk Type - Standard Deviation

Feb 2002

Los Angeles City Employees Retirement - U.S. Equity Composite
60-Month Rolling Information Ratio
December 31, 1999 - December 31, 2012
Benchmark: Russell - 3000 Index

Mar 2003  Apr2004 May 2005 Jun2006  Jul2007 Aug 2008 Sep2009 Oct2010 Nov2011 Dec2012

Active returns are returns earned over/(under) benchmark return

For the past five years, LACERS’ information ratio showed mixed results, but it is trending

upward

Risk-adjusted active returns are referred to as “Information Ratio”. Information Ratio = Excess return (alpha) / Excess risk (tracking error)

U.S. Equity Managers 4



Jl LOS ANGELES CITY EMPLOYEES’

RETIREMENT SYSTEM Quarter Ending December 31, 2012

U.S. Equity - Holdings Based Style
12/31/2012

Large Value Large Growth

B U.S. Equity Composite  Russell 3000

921

[2=]

-140 -105 -70 -35 0 35 70 105 140

Small Value Small Growth

« LACERS U.S. Equity Portfolio exhibits significant smaller cap and modest growth bias
versus Russell 3000 benchmark

« As large cap stocks currently outperforming small cap stocks and value stocks
outperformed growth, this bias is a source for underperformance versus benchmark

U.S. Equity Managers 5



J' LOS ANGELES CITY EMPLOYEES'

RETIREMENT SYSTEM Quarter Ending December 31, 2012

MANAGER REPORT CARD'

A Current One Three Five Since
U.S. Managers In(l:)e:ttelon Mandate Quarter | Year Years | Years Inception Comments?
I U I U I U I U I

> Aronson, Johnson & Ortiz Oct-01 Large Cap Value v vI|v V|V v Performance satisfactory.

» Thomson Horstmann Oct-95 Small Cap v v |V v v Performance mixed. Monitoring manager.

> Franklin Advisers Sep-94 Small Cap Growth | v/ v/ v v v Performance mixed. Monitoring manager.

> Sit Investments Jan-01 Small Cap Growth | v/ = | v v v v Performance mixed. Monitoring manager.

> Donald Smith Feb-06 Small Cap Value | v/ v = v v Performance mixed. Monitoring manager.

> PanAgora Feb-06 Small Cap Value v viv viv viIv ziriolr/Tzalnce satisfactory; removed from "Watch" list
> New Mountain Cap Grp Mar-08 Corp Gov n/a n/a n/a | nfa n/a v Limited track record.

> Attucks Nov-05 Fund of Funds v n/a n/a n/a n/a "On Watch" since 6/11 - performance.

> Capital Prospects Dec-05 Fund of Funds v n/a n/a n/a n/a "On Watch" since 6/11 - performance.

> Progress Oct-06 Fund of Funds v n/a n/a n/a n/a "On Watch" since 10/09 - performance.

> BlackRock R1000 Value Dec-98 R1000 Value Index| = Vi i= vI|v = Performance satisfactory.

> BlackRock S&P 500 Index Plus Feb-10 S&P 500 Index v = v n/a n/a|n/a n/a v Limited track record.

» Rhumbline Advisors Mar-93 S&P 500 Index = = v|v Vv |V v Performance satisfactory.

!Current Quarter, 1-Yr, 3-Yrs, and 5-Yrs returns are net of fees. Since Inception returns are gross of fee. LEGEND
2Managers are placed on the Watch List for concerns with organization, process, and performance. Managers are normally on the Watch List v outperformed index I index

for 6 months though can be longer if manager issues still remain but not severe enough to warrant contract termination recommendation. underperformed index U universe median

= equal to index

U.S. Equity Managers 6



LACERS

= AMGELES CITY EMPLOYEES
RETIREMENT SYSTEM

Quarter Ending December 31, 2012

Mandate:  Large Cap Value
Benchmark: Russell 1000 Value

Strategy

Aronson invests in U3, stocks with large market caps, low B/E
ratios and lower historical earnings per share that are expected
to increase.

Performance

@uartery Rate of Return Vs Benchmark
— Aronson, Johnson & Ortiz

15% — Russell 1000 Value

109G
3%
%
-3%
-10%
-15%
AT T T T T T T T T T T T T T T T T T T T T T T
A1 08411 o 12411 o3z o612 oFinz 12712
Gross
ITD Inception
MNet Returns %o LCQ 1¥r. 2%¥rs. 3 Yrs. 5 Yrs. Return Date
Aronson, Johnson & 0.5 i7.6 g.9 11.8 1.2 == Oct-2001
Russell 1000 value 1.5 17.5 8.6 10.9 0.5 3.7
Excess Return [0.6) 0.1 1.3 0.5 0.8 1.2

Aronson, Johnson & Ortiz

Objective: Qutperform the benchmark by 200 bps ,
annuzlized over a full marke: oyele (normally 3-3 years).

Guartile Rankings

23% —
20% - -
. [ ]
15% — |
*
10% — * I
3% 7| !
0%
-5% T T T T T 1
Thres Cne Two Three Four Five
Months Vear Wears Years YVears Years
gQmh 1Vr. 2%rs. I Wrs. 4 Yrs., 3 s
B Argnson, Jonhnson B Ortiz Lo 180D 10.2 12,1 12.9 1.6
Rank Jo 35 i 11 az a0
# Fussell 1000 Value 1.5 17.5 846 105 130 0.6

Rank 36 &2 38 37 79 79
10th Percentile 3.4 211 9.9 12.1 18.8 4.8
1st Quartie 3.6 18.7 9.1 11.4 15.8 2.3
Madian 1.7 16,3 78 10,z 143 1.6
3rd Quartile 0.6 15.1 3.7 9.1 13.2 0.7
S0th Percentile  (0.7) 12,1 2.3 6.5 11.8 [0.5)
MNumber OF Observations 223 203 169 i44 123 105

U.S. Equity Managers 7



LACERS

5 AMGELES CITY EMPLOYEES
RETIREMEMT S¥STEM

Quarter Ending December 31, 2012

Mandate: Small Cap

Benchmark: Russell 2000

Thomson,Horstmann & Bryant

Chjective: Outperform the benchmark by 250 bps |
annualized over a full market cycle (normally 3-5 years).

Strategy Guarfile Rankings
Thomson invests in U.S. stocks with small market caps and low 25% —
F/E ratics. -
20%: -
Performance ? - —
@uartery Rate of Return Vs Benchmark 1536 — = [
— Thoemson Horstmann r—
20% —Russell 2000 0%
15% E— [ |
10% /\';“ 3% - D - —
A -
5% .-:'L y = *
) W e 0% -
0% )
"'Il B e -
'5% ; t""-d_ '5'::"31 T T T T T |
-10% Three One Twao Three Four Five
Months Year Wears Years YVears Years
-15%
-20%
QTD  1%r. 2%rs. 3%rs. 4 ¥rs. 3 ¥rs.
-13% . B Thomson Herstmann 2.6 185 2.5 12,4 192 3.t
A B S S U B e B B N B D B B N B B Rank 45 25 92 65 45 g2
(TR B Q&1 F11 12511 o3z o4/12 oz 12/12 * Ruszell 2000 1.9 ‘5.4 5.6 12.3 15.8 3.5
Rank 39 45 &3 70 74 B0
Gross A
ITe  Inception 10th Percentile 5.0 227 9.8 164 233 8.6
Net Returns %o LEQ 1%¥r. 2%¥rs. 3 Yrs. 5 Yrs. Return Date 1st Quantile 39 14,7 5.4 147 0.8 76
Thomson Horstmann 2.4 17.9 1.8 11.8 2.5 10.0 Oct-15995 Madian 2.3 16.0 6.5 13.4 18.8 5.6
Russall 2000 1.2 16.4 3.5 12.3 3.6 7.8 3rd Quartile 1.3 12,7 4.6 11.6 15.6 3.7
Excass Return 0.5 1.5 (z.8) {0.5) (1.0) .2 90th Percentile  (1.4) 10.2 2.6 10.1 123 0.5
Mumber Of Observations 174 163 138 117 119 g7

U.S. Equity Managers 8



LACERS

5 AMGELES CITY EMPLOYEES

AETIREMENT SYSTEM Quarter Ending December 31, 2012

Franklin Advisers

Mandaza: Small Cap Growth

Benchmark: Russell 2000 Growth Ohbjective: Qutperform the benchmark by 200 bps ,
annualized over 2 full market cycle (normally 3-3 years].
Strateqgy Guarfile Rankings
Franklin invests in .5, stocks with small market caps, low P/E 25% ~
ratics and ecmings per shore that are expected to increase ot ——
rates much greater than the overall market. 20% 1 2
Performance 158 - I— -
Guartery Rate of Return Vi Benchmark o - u
i
13% . Franklin Advisars 10% n -
10%% 5 ) ssal| 2000 Growth
5% o —
% ’ fh“*-x, -
I ‘MH_;\__\"__ 0% —
0% i —
-5% = -3% | | T T — |
Thiree One Two Thres Four Five
Months YVear Years Years Vears Years
-10%:
-15%
-30%, QT 1%r. 2%rs. 3 %rs. 4%¥rs. 3 Wrs.
B FranklinAdvisers 1.6 10.8 5.4 143 0.4 2.5
AT T T T T T T T T T T T T T T T T T T T T T Rank a1 g &8 a2 35 59
a3 0811 o711 12711 og/12 0812 ageaz 12/12
# Russell 2000 Growth 0.3 148 5.3 128 17.5 3.5
Rank &7 58 =1 5 61 54
Gross )
ITD  Inception 10th Percentile 2.6 181 108 165 223 7.4
Met R.eturn-s Yo LCGQ 1%¥r. 2¥rs. 3 ¥rs. 5 ¥rs. Return Datea 1st Quartile 18 172 28 159 213 56
Franklin Advisers 1.5 10.4 5.1 14,1 2.5 8.3 Sep-1954 Madian 13 153 65 128 18.3 16
Russzll 2000 Growth 0.5 14.6 5.5 12.8 3.5 6.1 3rd Quartile  (1.3) 12.5 4.4 11.8 15.4 1.3
Excess Refurn 1.0 (4.2} (0.4) 1,3 (1.0 2.7 90th Percentile (4.0 8.6 2.6 9.6 13.2 0.3
Mumber Of Observations 59 a0 51 32 35 35

U.S. Equity Managers 9



LACERS

C5 AMGELES QITY EMPLOYEES

RETIREMENT SYSTEM Quarter Ending December 31, 2012

Sit Investments

Mandate: Smiall Cap Growth
Objective: Outperform the benchmark by 200-430 bps |

Benchmark: Russell 2000 Growth annualized over a full market cycle (normally 3-3 vears),
Strategy Guarfile Rankings
SITinvests in U.S. stocks with small market caops, low P/E ratios 25% -
and earnings per share that are expected to increase at rates —
much greater than the overall market, 20%
Performance ) I -
Guartedy Rate of Return v Benchmark 153% - u
. e
20 — . 5it Investments 10%
— Rwssell 2000 Growth -
15% x ,ﬁ?
NA A\ 5 e E—
10% Ty ) LU
W N \ I
3% Wy xﬁi P 0% -
I'. .IIII___ o
0% i 4\ i e 5%
W\ ' ) | | | | | |
e i l".,u’_;—"l,'l Thras One Two Thres Four Five
i v Maonths ¥ear Wears ¥ears Years Years
-10% N ff
|III
-15% k |
W QD 1¥r. 2%s. 3Y¥rs. 4¥rs. 3 Yrs.
-20%% Wi
v B 5it Investments 1.3 156 7.8 144 190 3.1
=1 T e s S S I N B S S S E B B S B S B S |
s Q&f11 oFf11 12711 casnz 04/12 oriz 12412 Rank 41 4 23 44 43 38
# Russell 2000 Growth 0.3 14.56 %3 12,8 1749 3.5
Gross ) Rank &7 58 & 31 61 54
ITD  Inception 10th Percentile 3.6 191 10.8 169 223 7.4
Met Returns % LCOQ  1%r. 2¥rs. 3 ¥rs. 3 ¥Yrs. Return Date 1st Quartile 18 172 28 159 21.3 s.6
Sit Investments 1.3 14.8 7.1 13.6 2.4 3.3 Jan-2001 Median 1.2 15.8 £5 12.8 189 16
Russall 2000 Growth 0.3 i4.6 5.5 12.8 3.5 2.4 3rd Quartile  (1.3) 12,5 4.4 11.8 15.4 1.3

Excess Return 0.8 .2 1.6 0.8 (1.1) 0.1 90th Percentile  (4.0) 2.6 2.6 9.6 13.2 0.3

Mumber Of Observations 59 &0 51 32 39 35

U.S. Equity Managers 10



LACERS

05 AMGELES CITY EMPLOYEES

AETIREMENT SYSTEM Quarter Ending December 31, 2012

Donald Smith & Co.

Mandare: Small Cap Valus

L Objective: Outperform the benchmark by 200 bps |
Benchmark: Russell 2000 Value annualized over 2 full market cycle (normally 3-3 years),
Strategy Guarfile Ronkings
Donald Smith invests in U.S. stocks with small market 25%
caps, low P/E ratios and lower historical earnings per ]
shore that are expected to increcse. 20%

Performance & -
Guartedy Rate of Refum Vs Benchmark )
13% —
20% *
~_ Donald Smith & Co. e
- 10% -
15% .'.'"\__ Russell 2000 Value -] — [
10% AN o Sy
o / Y =<\ 5% | EE— L
/ = o ‘
0% \ . m
\\_—f 0% T T T T T |
-5 ) T Threes One Two Thres Four Fiwve
v Manths Year Years Years Years Years
-10%
-15%
0% QTD 1%r. 2%rs. 3 ¥rs. 4%¥rs. 3 Yrs.
B Donald Smith & Ce. 6.4 17.1 1.2 5.7 138 5.6
AT T T T T T T T T T T T T T T T T T T T T T T
Qs Q&1 oFi 1211 05/12 04512 ez 12412 Rank L 42 35 85 31 83
# Ruszz|l 2000 Value 3.2 181 e 116 13.B 3.5
Gross ) Rank 35 39 5] 74 B 97
ITp  Inception 10th Percentile 5.4 229 9.7 150 245 8.9
Met Retur.ns R LCGQ 1%r. 2¥rs. 3 ¥rs. 5 ¥rs. Return Date 1st Quartile 44 210 8.5 143 203 8.1
Donald Smith & Ca. 3.7 ig.1 0.3 8.8 4.7 3.1 Feb-2005 Median 35 161 6.6 13.4 18.8 5.5
Russall 2000 Valus 3.2 1.1 3.6 11.5 3.6 3.0 3rd Quartile 21 13.0 49 1.4 161 5.0
Exrcass Return 2.5 (2.0 (5.3) (2.8) 1.1 2.1 90ch Percentile 1.5 11,7 246 105 120 3.9

Mumber Of Observations 101 Qg an RO B2 &1
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LACERS

[ ANGELES CITY EMPLOYEES

RETIREMENT SYSTEM Quarter Ending December 31, 2012

PanAgora Asset Management
Mandate: Small Cap Value

Objective: Qutperform the benchmark by 200 bps ,
Benchmark: Russell 2000 Valus annualized over a full market cycle (normally 3-3 wears),

Strategy Guarfile Roankings
Panagora invests in U.S. stocks with small market cops, low F/E 25% -
rafios and lower historical earnings per share that are expected ] -
to increase. . M
20% -
Performance e -
Guarfery Rate of Remm v 2anchmark 15% u
0% — Panfgora Assel Management . - —— .
y— Russell 2000 Value -
13% i 10% -
7 I E— —
10% | ‘-‘t;:__;_-:-’f"i
i, \ S o | -
\ = — *
024 .
N 0% T T T T  — 1
50 ol Thiree One Twa Three Faour Five
Months Year Years Years Vears Years
-10%%
-15%%
0% QTD 1%r. 2%rs. 3 %rs. 4%rs. 3 Yrs.
B PzpAgors Asset Mgmt 3.0 20.3  10.0 167 15.3 5.5
AT T T T T T T T T T T T T T T T T T T T T T T
o311 &A1 oA 11 0312 oen2  oR12 1212 Rank =z 6 3 M 8
# Russell 2000 Value 3.2 1B.1 36 116 13.B 3.6
Gross ) Rank 33 39 &3 74 B a7
ITD  Inception 10th Percentile 5.4 229 9.7 150 249 8.9
MNet Returns % LCO 1 ¥r. 2Y¥rs. 3 ¥rs. 5 Yrs. Return Date 1st Quartile 4.4 210 8.5 143 0.3 8.1
Panfgora Asset Mgmt 4.9 19.5 9.3 15.9 4.3 2.6 Feb-2006 Madian 35 16.1 6.6 134 18.8 5.6
Russzll 2000 value 3.2 18.1 3.5 11.6 2.6 3.0 3rd Quartile 21 1310 48 114 161 5.0
Evecass Refurn 1.7 1.4 3.7 4.3 1.2 (0.4) 90th Percentile 1.5 11.7 2.6 10,5 120 3.5

Number Of Observations 101 S8 ao BO 82 &1
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Jl LOS ANGELES CITY EMPLOYEES

RETIREMENT SYSTEM

Quarter Ending December 31, 2012

Non-U.S. Equity Managers

(Returns are Net of Fees)

o,
Inception Market Value /o to Total Current One Three Five Ten Since > Yegr
o Non-U.S. . Tracking
Date ($million) ) Quarter Year Years Years Years Inception!
Equity Error
Non-U.S. Equity Oct-94 $ 2,520 | 100.0% 6.3 18.4 4.3 -2.5 9.5 4.8 1.6
MSCI ACWI ex U.S. * 5.9 16.8 3.9 -2.9 9.7 5.4
Excess Return 0.4 1.6 0.4 0.4 -0.2 -0.6
Emerging Markets Jun-12 $ 311 12.4% 5.5 - - - - 141 -
MSCI Emerging Markets ND 5.6 - - - - 13.8
Excess Return -0.1 = = o= = 0.3
Batterymarch Sep-08 $ 115 4.5% 6.4 15.7 1.6 - -- 9.2 --
MSCI Emerging Markets ND 5.6 18.2 4.7 -- -- 10.1
Excess Return 0.8 -2.5 -3.1 == == -0.9
Boston Company Jan-03 $ 197 7.8% 5.1 16.1 1.5 -0.1 - 16.5 4.5
MSCI Emerging Markets ND 5.6 18.2 4.7 -0.9 -- 16.7
Excess Return -0.5 -2.1 -3.2 0.8 -- -0.2
Developed ex-U.S. Jun-12 $ 2,208 87.6% 6.4 - - - - 14.6 -
MSCI EAFE ND 6.6 -- -- -- -- 14.0
Excess Return -0.2 -- -- -- -- 0.6
Capital Guardian May-96 $ 454 18.0% 8.2 24.6 5.2 -3.2 8.5 8.7 2.9
MSCI Europe 7.0 19.1 3.3 -4.3 8.4 6.5
Excess Return 1.2 5.5 1.9 1.1 0.1 2.2
Daiwa Dec-95 $ 201 8.0% 6.7 13.9 3.2 -2.8 8.4 3.9 24
MSCI Pacific * 5.9 14.4 4.6 -2.0 8.0 0.7
Excess Return 0.8 -0.5 -1.4 -0.8 0.4 3.2
Franklin Templeton Nov-91 $ 240 9.5% 4.7 24.0 11.6 2.3 13.3 8.0 5.5
MS AC Asia Pacific * 5.9 16.8 5.1 -1.5 9.7 3.3
Excess Return -1.2 7.2 6.5 3.8 3.6 4.7

* Indicates gross returns

* The MS ACWI ex U.S., MSCI Pacific, and MSCI AC Asia Pacific indices are historically blended with other indices.

Non-U.S. Equity Managers 1




J. LOS ANGELES CITY EMPLOYEES’

RETIREMENT SYSTEM

Quarter Ending December 31, 2012

Non-U.S. Equity Managers

(Returns are Net of Fees)

o,
Inception Market Value %o to Total Current One Three Five Ten Since > Yegr
. Non-U.S. : Tracking
Date ($million) . Quarter Year Years Years Years Inceptiont
Equity Error
State Street (Passive) Aug-93 $ 1,129 44.8% 5.8 17.0 4.3 -2.7 8.9 5.6 0.5
MSCI World ex U.S. 5.8 16.6 4.1 -3.1 8.6 4.9
Excess Return 0.0 0.4 0.2 0.4 0.3 0.7
TT International May-01 $ 134 5.3% 7.4 16.7 2.7 -5.9 7.2 3.8 4.3
MSCI World ex U.S. 5.9 16.4 3.7 -3.4 8.4 4.5
Excess Return 1.5 0.3 -1.0 -2.5 -1.2 -0.7
Knight Vinke Asset Apr-06 $ 50 2.0% 9.1 8.9 -9.7 -11.3 - -8.1 31.1
Knight Vinke 10% 2.4 10.0 10.0 10.0 -- 10.0
Excess Return 6.7 -1.1 -19.7 -21.3 == -18.1

! Indicates gross returns

Non-U.S. Equity Managers 2




Jl LOS ANGELES CITY EMPLOYEES'

RETIREMENT SYSTEM Quarter Ending December 31, 2012

Non-U.S. Equity — Contribution to 5-Year Total & Active Risk

Contribution to Total and Active Risk

45.00%
40.00% 38.78%

. (+]
35.00%
30.00%
25.00% 25.11%

. (]

22.16%
20.00%
16.13%
15.00% 13.29% |
10.86% 10.52%
10.00% | 8.59% |
7.48% 7.28% 8.40% 119 7.72%
’ 7.11% 6.15%
5.00% 4.24% o
2.01% 1.26% 2-90%
0.00% 1 1
Batterymarch Boston Capital Knight Vinke Daiwa Franklin TT International State Street Marvin
Company Guardian Advisers
B % Contribution to Total Risk ® % Contribution to Active Risk

. Knight Vinke (now terminated) had small contribution to total risk due to its small weight, but large
contribution to active risk due to large negative active return

. All managers have contributed to total risk in approximate proportion to their portfolio weights,
which is positive

Non-U.S. Equity Managers 3



Jl LOS ANGELES CITY EMPLOYEES'

RETIREMENT SYSTEM Quarter Ending December 31, 2012

Country Allocation

Benchmark — MSCI ACWI x U.S. Index Non U.S. Equity Composite
N. America, Emg. Markets, N. America, 5%
Emg. Markets, 8% Europe, 45% 19% Europe, 48%

24%

Pacific Basin, Pacific Basin,
23% 28%

. As LACERS implements the new asset allocation, the geographic weightings of the Non-U.S. Equity
Composite will become closer to the benchmark.

Non-U.S. Equity Managers 4



Jl LOS ANGELES CITY EMPLOYEES'

RETIREMENT SYSTEM Quarter Ending December 31, 2012

5-Year Rolling Risk-Adjusted Active Returns

Los Angeles City Employees Retirement - Non-U.S. Equity Composite
60-Month Rolling Information Ratio
December 31, 1999 - December 31, 2012
Benchmark: LACERS - Non-U.S. Equity Policy

0.75
0.70
0.65
0.60
0.55
0.50
0.45
0.40
0.35
0.30
0.25
0.20
0.15
0.10
0.05

Information Ratio

0.00
-0.05
-0.10
-0.15
-0.20
-0.25
-0.30
-0.35
-0.40
-0.45
-0.50
-0.55
-0.60

Nov 2000 Oct 2001 Sep 2002 Aug 2003 Jul 2004 Jun 2005 May 2006 Apr 2007 Mar 2008 Feb 2009 Jan 2010 Dec 2010 Nov 2011 Oct 2012
“ Risk Type - Standard Deviation

. Active returns are returns earned over/(under) benchmark return

. Non-U.S. Equity’s rolling information ratio has been steadily increasing for past 3 years

Risk-adjusted active returns are referred to as “Information Ratio”. Information Ratio = Excess return (alpha) / Excess risk (tracking error)

Non-U.S. Equity Managers 5



J' LOS ANGELES CITY EMPLOYEES'

RETIREMENT SYSTEM Quarter Ending December 31, 2012

Non U.S. Equity - Holdings Based Style
12/31/2012

[REY
[==]

Large Value Large Growth

o
&

=
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©
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B Non-U.S. Equity Composite
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N

4 MSCI ACWI x U.S.
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|
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Style

Small Value Small Growth

 LACERS Non-U.S. Equity Portfolio has exhibited modest value bias compared to MSCI
ACWI x U.S. index as well as small cap bias

Non-U.S. Equity Managers 6



Jl LOS ANGELES CITY EMPLOYEES'

RETIREMENT SYSTEM

Quarter Ending December 31, 2012

MANAGER REPORT CARD'

I " Current One Three Five Since
Non-U.S. Managers ntl:;eapt;on Mandate Quarter | Year Years Years Inception Comments?
I U I U I U I V) I
> Batterymarch Sep-08 Emerging Markets v v n/a n/a Performance improving. Monitoring manager.
_ . _ "On Watch" since 02/12 - performance lagging.
» Boston Company Jan-03 Emerging Markets v = Monitoring manager.
» Capital Guardian May-96 Europe v vIv v |V v v Performance satisfactory.
R _ . . "On Watch" since 10/11 - organization. Performance
> Daiwa Dec-95 Asia Pacific v v n/a v improving. Monitoring manager.
» Franklin Templeton Nov-91 Asia Pacific v vI|v v IV n/a v Performance satisfactory.
. _ _ "On Watch" since 01/09 - performance improving.
» TT International May-01 Non-U.S. Developed v v |V Monitoring manager.
> State Street Aug-93 Non-U.S. Developed Index | = v v v v Performance satisfactory.
> Knight Vinke Apr-06 Corp Gov - Europe v’ n/a n/a n/a n/a In redemption process.

! Current Quarter, 1-Yr, 3-Yrs, and 5-Yrs returns are net of fees. Since Inception returns are gross of fee.
2Managers are placed on the Watch List for concerns with organization, process, and performance. Managers are normally on the Watch List

for 6 months though can be longer if manager issues still remain but not severe enough to warrant contract termination recommendation.

Non-U.S. Equity Managers 7

LEGEND

v outperformed index I index
underperformed index U universe median
= equal to index




LACERS

06 ANGELES CITY EMPLOYEES

RETIREMENT SYSTEM Quarter Ending December 31, 2012
Batterymarch
Mancate: Emerging Markess Equity : bomch :

. . o Objective: Qutperform the benchmars by 300 bps .
Benchmark: MSCI Emerging Markezs ND annualized over a full market cycle (normal'y 3-3 years),
Strategy Guarfile Rankings
Batterymarch invests in Mon-U.S. sfocks in 0% -
emerging couniries that are part of the MSCI _

- : 25% |
Emerging Markets index. I I

20%:
Parformance I
5o i

Guartery Rate of Return Vs Benchmarnk

10% - |
— Batterymarch
— MSCI Emerging Markets ND 5% | m—— - - -

13% |

|'I 0% *
/ .
i — -3% -
g i

20%

W

5% j oo .
o A I,:__'_“:u:.- .!-'!' -10% T T T T I
00 I v i f Three One Twa Three Four Five
il Months Year Wears Years Yaars Yaars
-5% f
-10% i /
-1504 / QD 1¥r. 2%¥rs. 3¥rs, 4¥rs. 3Yrs.
i -
209 l:::l,.".-"ll Batierymarch 66 167 (3.0) 26 1B.6
Rank 40 &7 77 77 &5
B0 I S S B B S S S S S R EE E E B S R S |
0311 0811 11 12 03/12 &2 oR/12 12412 & MSCI Emerging Mkt 5.6 182 (1.B) 4,7 156 [0.9)
Rank B3 51 51 b1 59 =31
Cross ) 10ch Percentile 7.7 241 64 118 236 7.6
IT  Inception ist Quartile 7.0 224 2.8 %1 222 3.8
MNet Returns %o LCO) 1Y¥r. 2¥rs. 3 ¥Yrs. 5 Yrs. Return Drate Median £1 185 (0.5) 50 201 (0.1
Batterymarch £.4 15.7  [3.8) 1.6 -- 5.2 Sep-2008 3rd Quartile 52 156 (4.7) 26 173 (1.2)
MSCI Emerging Mkt 5.6 18.2  (1.8) 47 - 104 90th Percentile 4.1 136 (53] 1.5 168 [(17)
Excess Return 0.8 (2.5 (4.0 (3.1} -- (0.9)

Number Of Observations 79 75 70 61 56 47

Non-U.S. Equity Managers 8



LACERS

5 ANGELES CITY EMPLOYEES
RETIREMENT EYSTEM

Quarter Ending December 31, 2012

Mandaze: Emerging Markets Equity
Benchimar<: MSCI Emerging Markezs ND
Strategy

Boston Co. invests in Mon-U.5. stocks In emerging
counfries that are part of the MSCI Emerging
Markets index.

Performance

Guartedy Rate of Return Vi Bencnmank

200 — Baoston Company
— MSCI Emarging Mar«es ND
13%
10%
5% i
= s
o “\,f“\\& |
-3% S
-10%
)
-13% ".:::I
-20% LY
M T T T T T T T T T T T T T T T T T T T T T T T
Q31 Q&1 o7 1211 o0asnnz o812 ornz 12012
Gross
ITD Inception
MNet Returns %o LCGQ 1%¥r. 2¥rs. 3 Yrs. 5 Yrs. Return Date
Boston Co mpany 5.1 1.1 (5.9) 1.5 (0,1) 16,5 Jan-2003

MSCI Emerging Mkt 5.6  18.2 (1.8) 4.7 (0.3) 16.7

Excess Return (0.3)  (2.1)  (4.1) (3.2) 0.8 (0.2)

Boston Company

Chkjective: Qutperform the benchmark by 200-200 bps ,
annualized over a full market cycle (normally 3-3 years].

Guarfile Rankings
0%

25% -
20%:

5o L& _—

10% - |

03 +
- ]

-10% T T T T —
Thres One Two Thires Four Five
Moriths Year Wears Years Years Years
QT 1¥r. 2%¥rs. 3%rs. 4%rs. 3 ¥rs.
B Boston Company 3.2 169 (5.2) 23 177 0.7
Rank 75 55 &2 79 71 40
# MSCI Emerging Mkt 5.6 182 (1.8} 4,7 1%.6 (0.9}
Rank 63 a1 a1 6L 59 al

10th Percentile 7.7 241 64 11.B 236 1.6
1st Quartile 7.0 22,4 2.8 9.1 222 3.8
Median 6.1 193 (0.68) 80 201 (0.1}

2rd Quartile 5.2 156 ([4.7) 26 173 [1.2)
90th Percentile 4.1 136 (53] 1.5 188 [1.7)

Number OF Observations 79 75 70 61 56 47

Non-U.S. Equity Managers 9



RETIREMENT

SYSTEM

LACERS

LGOS ANGELES CITY EMPLOYEES

Quarter Ending December 31, 2012

Mandates:

Europe Region Equity Manager

Benchmark: MSCI Europs ND

Strategy

Capital Guardian invests in Mon-U.S. stocks
across dl developed Buropean countries.

Performance

Carterly Rate of Refurn Vs Benchmark

0% — Capital Guardian
— MSCI Europe ND
15%
10%a
5%
0%
-5%
-10%
-15%
-20%
ST T T T T T T T T T T T T T T T T T T T T T 11
031 0s/11 R 12/11 3Nz 04012 a2z 1212
Gross .
ITD Inception
MNet Returns % LCQ 1¥r. 2Y¥rs. 3 ¥rs. 5Yrs. Return Date
Capital Guardian 8.2 24.6 4.7 5.2 (3.2) 8.7 May-1996
MSCI Eurocpe ND 7.0 19.1 2.9 3.3 (4.3) 6.5
Excess Return 1.2 5.5 1.8 1.9 1.1 2.2

Capital Guardian

Objective: Outperform the benchmark by 200 bps,
annualized over a full market cycle (normally 3-5 years).

Guartile R ankings
35%
30%
25% I
20% — _,
159, I
10% | m— e
5% - = .
0% I
-5% l
-10% T T T T | — 1
Three Cne Two Three Four Five
Months Year Years Years Years Years
gQrmD 1Yr. 2Y¥rs. 3Yrs. 4Yrs. 5 Yrs.
B Capital Guardian 8.3 251 51 56 124 (2.8)
Rank 35 35 40 50 60 &0
& MSCI Europe ND 7.0 19.1 2.9 3.2 10.6 (4.3)
Rank 70 a0 65 75 75 80
10th Percentile 10,2 30.0 9.2 10.3 17.4 2.5
ist Quartile 8.8 260 5.8 7.6 149 (0.4)
Median 7.6 23.5 4.4 5.6 128 (2.4)
3rd Quartle 65 207 2.1 298 103 (4.3}
20th Percentile 2.5 18.5 (0.3) 1.8 8.5 (5.9)
Number Of Observations 122 22 117 118 107 100

Non-U.S. Equity Managers 10



g LACERS

LOE ANGELES CITY EMPLOYEES'
RETIREMENT SYSTEM

Quarter Ending December 31, 2012

o Daiwa
Mandate: Pacific Basin Manager
Benchmar‘k; MSCI Pacific
Strategy
DAIWA invests in Non-LLS. stocks primarily in Japan and
Australia. Investment opporfunities in ofher Asian
counfries are also pursued.
Performance
Cwarterdy Rate of Retum Vs Benchmark
159, — Daiwa
— MSCI Pacific *
10%
5%
0%
-5%, \\
-10% \
\
Il'u
e rT T T T T T T T T T T T T T T T T T T T T T 11
03/11 04011 ogMm 12411 0312 04712 RNz 12112
Gross .
1To  Inception
MNet Returns % LCQ 1Y¥r. 2Yrs. 3Y¥rs. 5Yrs. Return Date
Daiwa 67 139 (2.5) 3.2 (2.8) 329  Dec-1995
MSCI Pacific * 5.9 14.4  (0.7) 4.6 (2.0) 0.7

Excess Return 0.8 (0.5) (1.8) (1.4) (0.8) 3.2

Chjective: Qutperform the benchmark by 200 bps,
annualized over a full market cycle (normally 3-5 years).
Guartile Rankings
35%
255
|
20%
[
108 - &
[ A ] —
D% ] — i
0% ]
[] &
-5% T T T T - 1
Three One Two Three Four Five
Months Year Years Years Years Years
arb 1¥r. 2Yrs 3Yrs. 4% 5Yrs.
B Daiwa 68 141 (Z2.4) 3.3 83 (2.8)
Rank 253 99 99 99 99
& MSCI Pacific * 5.2 144 (0.7) 4.5 2 (2.0)
Rank 50 a9 75 99 a9
10th Percentile 7.2 30.3 6.7 12.7 223
1st Quartile 6.0 4.9 6.0 10.7 21.1
Median 4.9 20.8 3.3 8.6 16.2
3rd Quartile 4.4 151 (D7) 6.0 12.4
Q0th Percentile 4.4 151 (0.7} 60 12.4
Mumber of Observations 9 9 Q 9 Q

* Historically blended with other indices

Non-U.S. Equity Managers 11



LACERS

LOE ANGELES CITY EMPLOYEES
RETIREMENT SYSTEM Quarter Ending December 31, 2012
o Franklin Templeton
Mandats: Pacific Basin Manager
. ) : Objective: Qutperform the benchmark by 200 bps,
Benchmark: MS AC Asia Pacific® annualized over a full market cycle (normally 3-5 years).
Strategy Guartile R ankings
Franklin invests in Non-U.S, stocks in the Asia/Pacific 35% —
region. Investments are in both developed and 30% —
emerging countries.
25% —

Performance
20%

]
.

Cwarterly Rate of Return Vs Benchmark

15%
10%
10%; 5, = [ ] —
|
5%, 0% - .
0 -5% I T T T T - 1
2 Three ane Two Thres Four Five
Maonths Year Years Years Years Years
-5%
-10%
g 1Y¥r. 2%rs. 3Yrs. 4Y¥rs. 5 Yrs.
-15% B Franklin Templeton 4.8 245 6.7 12.0 216 2.7
Ranlk 75 50 1 25 25
T T T T T T T T T T T T T T T T T T T T T o
03/ 0/ o8 12/11 0312 04012 oefz 2012 # MS AC Asia Pacific® 59 1628 (0.4) 5.1 124 (1.5)
Ranl 50 75 75 99 75
Gross 10th Percentile 7.2 30,3 67 127 22,
ITD Inception 1st Quartile 6.0 249 6.0 10,7 211
MNet :ll_eturns flb’u LCQ i\"r. 2 Y¥rs. 3¥rs. 5 Yrs. Return Date Median 49 206 3.3 8.5 16.3
a -
Franklin Tlemp Tt.on 4.7 24.0 6.3 11.6 2.3 8.0 MNow-1991 3rd Quartile 44 151 (0.7) 60  12.4
MS AC Asia Pacific 5.9 16.8 (0D.4) 5.1 (1.5) 3.3 80th Percentile 44 151 (0.7) 6.0 1.4
Excess Return (1.2) 7.2 6.7 6.3 3.8 4.7
MNumber Of Obszervations Q 2 2 9 Q

* Histerically blended with other indices

Non-U.S. Equity Managers 12



LACERS

O AMGELES CITY EMPLOYEES
RETIREMENT S¥STEM

Quarter Ending December 31, 2012

TT International

Mandate: Non-U.5. Developed Equity Mgrs.

Benchmark: MSCI Waorld ex U.5.
Strategy
T Infl invests in Mon-U.S. stocks primarily in developed counfries.

There is no regional focus, Pofential investment ocpporfunifias
are pursued in all couniries within the MSCI World ex Us index.

Performance

Guartery Rafe of Refurn v Banchmark
— TT Inzemational

13%
— MSCI Warld ex U.S,
10% T
) o
} h —
0%
-3%
-10%%
-13%
-2
e T T T T T T T T T T T T T T T T T T T T T T
05711 o&/11 0711 12/ a3z 04/12 or /12 2712
Gross
ITD Inception
Mat Returns %% LCGQ 1 ¥r. 2¥rs. 3 ¥rs. 5 Yrs. Return Drate
TT International 7.4 167 (1.8) 2.7 (59} 3.8 May-2001
MSCI Werld ex U.5. 5.9 16.4 1.1 3.7 (3.4) 4.5
Excess Return 1.5 0.3 (z.9) (1.0} (2.3) (0.7)

Objectiver Qutperformed the benchmark in W55 by 3%
per annum, net-of-fees, over a full market cycle
(narmally 3-5 years).

Guarfile Ronkings
25% T
20% +
15%% o ]
10%: —
— [ ]
5oy | m—— I ——
| — [ ]
0% m
—
-5% o ]
'1ﬂ°|"-:l T T ]
Thres One Twao Thres Four Fiwve
Months ‘Year Wears Years Years Years
QTD 1%r. 2%rs. 3%rs, 4%¥rs. 3Wrs.
W TT International 7.5 173 (1.3} 3.3 9.8 (5.3)
Fank 19 72 a2 a2 79 a3
# MSCI World ex U5, 39 154 1.1 3.7 103 (3.4
Rank 52 B0 7a 78 74 81
10th Percentile .0 240 6.4 9.3 13.9 a,1
1zt Quartile 6.9 21.0 4.5 7.9 146 [D.0)
Median &0 18,3 2.6 57 128 ([1.7)
3rd Quartile .4 171 0.9 38 103 (3.2)
40th Percentila 4.1 141 (1.0) 1.8 2.0 [4.0)
Mumber OF Observations 149z i83 174 180 142 iig

Non-U.S. Equity Managers 13
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J. LOS ANGELES CITY EMPLOYEES’

RETIREMENT SYSTEM

Quarter Ending December 31, 2012

Fixed Income Managers

(Returns are Net of Fees)

Inception Market Value % tg Total Current One Three Five Ten Since > Yegr
. Fixed . Tracking
Date ($million) Quarter Year Years Years Years Inceptiont

Income Error

Total Fixed Income Oct-94 $ 2,789 | 100.0% 1.2 8.5 7.9 7.4 6.7 7.5 2.7
BC U.S. Universal* 0.6 5.5 6.7 6.2 5.6 6.5
Excess Return 0.6 3.0 1.2 1.2 1.1 1.0

Core Fixed Income Jun-12 $ 2,789 | 100.0% 1.2 - - - - 4.4 -

BC U.S. Universal 0.6 -- -- -- -- 2.6
Excess Return 0.6 == == == == 1.8

Baird Advisors Mar-05 $ 247 8.9% 1.0 6.1 7.0 6.1 - 5.8 1.5
BC U.S. Govt/Credit Intermed 0.4 3.9 52 52 -- 5.1
Excess Return 0.6 2.2 1.8 0.9 -- 0.7

LM Capital Group Mar-05 ¢ 274 9.8% 0.9 6.9 6.7 6.5 - 6.2 29
BC U.S. Universal* 0.6 5.5 6.0 5.6 -- 5.4
Excess Return 0.3 1.4 0.7 0.9 == 0.8

Loomis Sayles Jun-80 $ 1,125 40.3% 1.4 8.3 7.9 7.4 7.3 10.1 4.2
BC U.S. Universal* 0.6 5.5 6.7 6.2 5.6 8.6
Excess Return 0.8 2.8 1.2 1.2 1.7 1.5

Neuberger Berman Nov-90 $ 1,144 41.0% 1.0 8.9 8.6 8.6 7.1 7.9 3.4
BC U.S. Universal* 0.6 5.5 6.7 6.2 5.6 7.0
Excess Return 0.4 3.4 1.9 2.4 1.5 0.9

! Indicates gross returns

* The BC U.S. Universal index has historical data blended with other indices.

Fixed Income Managers 1




Jl LOS ANGELES CITY EMPLOYEES'

RETIREMENT SYSTEM Quarter Ending December 31, 2012

Fixed Income — Contribution to 5-Year Total & Active Risk

100.00% Contribution Total and Active Risk

80.00%

60.00%
48.63% 50.70%

44.84%46.68%

40.00% |
20.00% -
2.42% 4.11% 3.01%
0.00% - L e— I
-0.38%
-20.00%
Neuberger Berman Loomis Sayles Baird Advisors LM Capital Group
B % Contribution to Total Risk m % Contribution to Active Risk

. Fixed Income managers had similar contribution to active risk as total risk

. Contribution to total risk for Baird and LM Capital is much lower than the actual portfolio weights as
their effects are dominated by Neuberger Berman and Loomis Sayles

. Baird provided very modest active risk reduction

Fixed Income Managers 2



Jl LOS ANGELES CITY EMPLOYEES'

RETIREMENT SYSTEM Quarter Ending December 31, 2012

5-Year Rolling Risk-Adjusted Active Returns

Los Angeles City Employees Retirement - Domestic Fixed Income
60-Month Rolling Information Ratio
December 31, 1999 - December 31, 2012
Benchmark: LACERS - Domestic Fixed Income Policy

0.40

Information Ratio

-0.80

Jan 2001 Feb 2002  Mar 2003  Apr 2004 May 2005  Jun 2006 Jul 2007 Aug 2008  Sep 2009 Oct2010 Nov 2011  Dec 2012
* Risk Type - Standard Deviation

. Active returns are returns earned over/(under) benchmark return

. Despite dip in 2008, fixed income composite has provided mostly positive risk-adjusted active
returns since inception

Risk-adjusted active returns are referred to as “Information Ratio”. Information Ratio = Excess return (alpha) / Excess risk (tracking error)

Fixed Income Managers 3



Jl LOS ANGELES CITY EMPLOYEES'

RETIREMENT SYSTEM Quarter Ending December 31, 2012

Fixed Income - Holdings Based Style
12/31/2012

6.0

5.5

5.0 >

4.5

4.0
M Fixed Income Composite

3.5
# Barclays U.S. Universal

3.0

Duration

2.5

2.0

1.5

1.0

0.5

0.0 T T T T T T T T T T T T T T T 1
00 05 10 15 20 25 30 35 40 45 50 55 60 65 70 75 8.0
Quality

* LACERS Fixed Income portfolio has slightly lower duration than benchmark
« Portfolio is modestly lower quality versus benchmark

Fixed Income Managers 4



Jl LOS ANGELES CITY EMPLOYEES'’

RETIREMENT SYSTEM Quarter Ending December 31, 2012
MANAGER REPORT CARD'

. Current Three Five Since
. Inception One Year -
Core Fixed Income Dapte Mandate Quarter Years Years Inception Comments?
I U I V) I V) I U I
> Baird Advisors Mar-05 Intermediate v v v v v v v v v Performance satisfactory.
> LM Capital Group Feb-05 Core - Plus v YvI|vY Y|V vYI|v ¥V v Performance satisfactory.
> Loomis Sayles Jun-80 Core - Plus v v v v v v v v v Performance satisfactory.
> Neuberger Berman Nov-90 Core - Plus v v v v v v v v v Performance satisfactory.
! Current Quarter, 1-Yr, 3-Yrs, and 5-Yrs returns are net of fees. Since Inception returns are gross of fee. LEGEND
2Managers are placed on the Watch List for concerns with organization, process, and performance. Managers are normally on the Watch List | outperformed index I index
for 6 months though can be longer if manager issues still remain but not severe enough to warrant contract termination recommendation. underperformed index U universe median
= equal to index

Fixed Income Managers 5



LACERS

05 AMGELES CITY EMPLOYEES

RETIREMEMT SYSTEM

Quarter Ending December 31, 2012

Mandate: Intermediate Fixed Income
Benchmark: BC U.5. Govt/Credit Intermed

Strategy

Baird invests primarily in U.5. investment-grade bonds in
the govenment and credit sectors with 2-5 year
maturities.

Performance

Guartery Rate of Return v Benchmark
— Baird Advisors

Aty
— BC W5, Govt/Cradit Interm

3% b

|I et T T
- TERNAN /'::“x / /\_\
1% f?“ Ve \\‘\/ﬂ’f H"»:" / w\‘\

i '|' Jl'lr ——

W TN
0% 1 W

-1% ///;

-2% T T 1 1T 1 1 17 1T 1T 1T 1T 1T T T T T 17 7 17 1T T T
a3 0811 oFf1 1211 o3z o412 ornz 12/12
Gross
ITD Inception
Net Returns %% LCQ 1%r. 2Y¥rs. 3 Y¥rs. 3 Yrs. Return Date
Baird Advisors 1.0 5.1 6.3 7.0 £.1 3.8 Mar-2003

BC U5, Govwt/Crdt Int., 0.4 3.9 4.8 .2 9.2 a1

Excess Return D6 2.2 1.5 1.8 0.2 0.7

Baird Advisors

Objective: Outperform the benchmark by 15-40 bps,

annualized over a full market cycle (normally 3-3 years).

9%
B% -
7%

4% o -

1%
0%

o ]
3% o

S
i

'-_G:'-Jl |
Thres One
Months Year

W Baird Advisors

Rank

# BC U5, Govt/Crdt Int.

Rank
10ch Percentile

1st Quartile
Median

3rd Quartile
90th Percentile

Number Of Chservations

Fixed Income Managers 6

Two
Years

QmD
1.1

0.4

29
0.9

0.4

0.1
(0.1)
(0.2)

a6

Thres Four
Years Vears
1%r. 2%rs. 3 'rs.
8.2 &4 71
18 i0 B
3.9 4.8 3.2
30 26 25
7.0 5.4 6.2
£.4 4.8 3.2
2.4 3.5 3.7
1.4 1.5 1.9
1.0 1.1 1.3
54 33 45

Five
Years
4 ¥rs. 3 ¥rs.
7.6 6.2
12 20
5.2 3.2
35 36
8.3 1.6
37 6.1
4.2 4.4
1.9 2.6
1.7 2.9
£ 32



LACERS

& AMGELES CITY EMPLOYEES

QETIREMENT SYSTEM Quarter Ending December 31, 2012

LM Capital Group

Mandate: Intarmedizte Fixed Income
Cbjective: Outperform the benchmark by 30-80 bps ,

Benchmark: BC U.S. Universal annualized over 2 full market cycle (normally 3-3 years).

Strategy Guarfile Ronkings
LM Capifal invests pimarily in US. investmeni-grade 18% -
bonds in the govenment and credit sectors with 3-5 163
year matunfies. 145,
Performance 1728 - -
Guarteny Rate of Rerum Vs Benshmarnk
405 5 -
3% R LM Cap't.a| G’DU:I 'E'::':| - - - _
_l"u_ EC U.5. Ur'i'..lersf__l_ﬂ 4%
3% b | :
AN \\ \ 2% - [
2% 7 lll.l' '_\\ | II'.II", ,r-"r _I"-,' i\ 0% - " —
2% oo .
/o I/ | / 11\ "2% | | T T —
1% h J{.ﬂ' \\ N s N Three One Twa Thrae Four Five
19, ,-"f;'r - l". T, Mornths Year Years Years Years Years
i ¥
o f N
1% -"lll-"' QTD 1%¥r. 2%rs. 3 ¥rs. 4%rs. 3 ¥rs
-1%
V W LM Capital Group 0.5 7.1 &.6 5.5 8.4 6.7
-2%
Rank 10 i ig B i1 13
hrrTT T T T T T T T T T T T T T T T T T T T T T
a3 O&F11 o7l 1211 032 048512 oeiz 12412 # BC LS. Universa 0.6 5.3 6.0 6.0 5.8 5.6
Rank i7 19 13 14 23 33
Cross ) 10ch Parcentile 0.9 7.0 5.4 6.2 2.5 7.6
ITe  Inception 1st Quartle 0.4 44 48 52 57 61
Net Returns %o LCG 1%¥r. 2¥rs. 3 ¥rs. 3 Yrs. Return Data Median 0.1 3.4 3.5 3.7 4.3 4.4
LM Capital Group 0.9 5.9 G.4 6.7 6.3 6.2 Mar-2003 3rd Quartile  (0.1) 1.4 15 1.9 1.5 3.5
BC U.5. Universal gs 55 &0 &0 55 54 90th Percentile  (0.2) L0 11 L3 1.7 2.5

Excess Return 0.3 1.4 0.4 Q.7 0.2 o.B

Number Of Observations 55 54 53 45 £+ 32

Fixed Income Managers 7



LACERS

5 ANGELES CITY EMPLOYEES

RETIREMENT SYSTEM Quarter Ending December 31, 2012

Loomis Sayles
Mandaze: 1.5, Fixad Income Manager
Objective: Qutperform the benchmark oy 50 bps,

Benchmark: BC .5, Universal annualized over a full market cycle (normally 2-3 years).

Strategy Guarfile Rankings
Loomis invests primarly in US. investment-grade bonds 18%
roted BBE- or higher by Moody's. 15%
14% -
Parformance 12% - =
.
EUGI’TE"‘I'.-’ Rate of Raturn Vi Banchmark
i | 6% - - [ o |
il
- — Loomis Sayles | 'ul - 4% o
- \/E;;?E.S. Universal | AR 2% | [N
~ T . ! ! 0% - ——
2% = - ) fp ;
[/ \ N/ -2%
Iy | — » | | | T | — 1
i W Thres One Twao Thres Four Five
1% — Y ‘Q"}".-"" Maonths Year Years Years Years Years
0% r/
/ QTD 1%r. 2%rs. 3 ¥rs. 4%¥rs. 3 ¥rs.
1% B Loomis Sayles .5 B84 FE  BD 1009 7.5
Rank 21 38 42 38 29 40
-2% I T T T T T T T T T T T T T T T T T T T T T T T 1
0311 0&11 ORI 1211 0302 0602 oR12 1201% # BC U.5. Universa 06 55 63 67 T2 62
Rank 53 62 63 59 62 &3
Gross _ 10th Percentile 2.9 150 150 136 167 112
ITo  Inception 1st Quartle 1.3 10,9 101 108 11.6 B9
Net Returns %o LCO 1Y¥r. 2Y¥rs. 3 Yrs. 5 Yrs. Return Datea Median 0.6 6.9 7.0 7.3 .4 6.5
Loomis Savyles 1.4 8.3 7.5 7.9 7.4 i0.1 Jun-1580 3rd Quartile 0.2 1.7 5.6 5.4 5.7 5.5
BC U.5. Universal 0.5 A3 £.3 8.7 82 85 90th Percentile  (0.1) 2.2 2.8 32 3.6 3.9

Excess Return 0.8 2.8 1.0 1.2 1.2 1.5

Number Of Observations 437 4720 391 355 295 249

Fixed Income Managers 8



LACERS

O ANGELES CITY EMPLOYEES
RETIREMENT SYSTEM

Quarter Ending December 31, 2012

Neuberger Berman

Mancate: IU.5. Fixed Income Manager
Benchmark: BC LS. Univarsal Objectiver Qurparform the benchmark by 100 bps,
annualized over a full market cycle (normal'y 3-3 years).
Strategy Guartile Rankings
Meuberger invests in investment-grade bonds 18% -
rated BEE- or higher by Moody's. 15%
14%
Performance 12%
10%: +
Guartery Rate of Retum Vi Benchmarnk -
o
504 —_ heu?e*ger Berman co
— BC Wi5. Universal _
4% ) 45
2%
3% 0%
29 2% T T T T | — |
Thres Qe Two Thres Four Five
Months Year Years ‘ears Years Years
1%
02%
QrD 1v¥r. 2%rs. 2 ¥rs. 4Yrs. 3 ¥rs.
=19 u heube*ge*EIerrnan 1.1 9.0 7.7 88 12.2 5.8
Rank 31 34 42 33 23 27
2MrrrT T T T T T T T T T T T T T T T T T T T T T
2311 06,11 11 12/11 c3ne 0&/12 opne 12412 # BC LS. Universa 0.6 3.9 6.5 6.7 7.2 6.2
Rank 33 52 &3 39 52 &3
G
Mo Inception 10th Percentile 2.5 150 150 136 167 112
MNat Returns %% LCQ 1 ¥r. 2Y¥rs. 32¥rs. 5 Yrs. Return Date 1st Quartile 1.2 1ms 101 108 11e a2.9
MNeuberger Barman 1.0 8.5 7.3 8.6 g.6 7.9 Mow-15%0 Median 0.5 6.9 7.0 7.2 2.4 6.9
BC U.5. Universal 0.6 5.5 6.5 57 &2 7.0 3rd Quartle ©.2 37 56 54 57 5.6
90th Percentile  (0.1) 2,2 2.B 3.2 3.6 3.9
Excess Return 0.4 3.4 1.0 1.9 2.4 0.9
Mumber Of Observazions 437 420 3951 355 29% 245
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. Asset Allocation

Market 9o market value as a percent of the total fund’s market value,
Target %: investment policy on target allocation for each asset classes,
Minimum and Maximum %: range of allocation for each asset classes,

Il. Policy Benchmarks
Current (adopted January 24, 2012)

*

&% & &% & & &

a* A

L.S Equity: 24%: Russell 3000

Man-U.5 Eguity: 29% MS ACWI ex US Net Div

Fixed Income: 19% Barclays Capital (BC) Aggregate

Credit Opportunities: 5% B5% Barclays U.5. High Yield Capped / 35% JP Morgan EMBI - Global Diversified

Public Real Assets: 5% CPI + 5%

Private Real Estate: B% MCREIF + 100 bps annually

Alternative Investments: 12% Russell 3000 plus 300 bps annually. Calculated on a dollar-weighted basis, and

holding cash flows at 0% return for the first 36 months
Cash: 1% 90-day Treasury Bill
Total: 249 U.S. Equity; 29% Mon-U.5, Equity; 19% Fixed Income; 5% Credit Cpportunities; 5% Public Real Assets;
5% Private Real Estate; 12% Alternative Investments; 1% Cash

Prior (adopted October 13, 2009)

&% & &% & &

LK

L.S Equity: 27% Russell 3000

Naon-U.5 Equity: 20% MS ACWI ex US Net Div

Core Fixed Income: 26% Barclays Capital (BC) Universal
Real Estate: 7% MCREIF

Alternative Investments: 2% Russell 3000 plus 400 bps annually. Calculated on 2 dellar-weighted basis, and holding
caszh flows at 0% return for the first 36 months.

Cash: 1% 90-day Treasury Bill

Total: 37% U.S. Egquity; 20% Mon-U.S. Eguity; 26% Core Fixed Income; 7% Private Real Estate; 9% Alternative

Investments; 1% Cash
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lll. Indices

Cash

Salomon Brothers 3-Month Treasury Bills: an average of the last three 3-month treasury bill issuss’ monthly return
eguivalents of yield averages, which are not marked to market. Month-end discount yields are converted to bond-
eguivalent vields, then a simple average i1s taken, and that number s decompounded to & monthly return using the
actual number of days in the month and a 365-day year.

Equity

*
*

Dow Jones Industrial Average: This index is the price-weighted average of 30 actively traded blue chip stocks.
MASDAQ: & market value weighted index that measures all domestic and non-US based securities, more than 4700
companies listed on the NASDAQ stock market.

Russell Midcap Value: contains Russell Midcap stocks having less-than-average growth orientation and are
included in the Russell 1000 Yalue Index,

Russell 1000: consists of the 1000 largest securities in the Russell 3000 Index. The Russell 1000 is capitalization-
weightad.

Russell 1000 Growth: contains Russell 1000 stocks having greater-than-average growth orientation. Stocks tend
to exhibit lower dividend yields and higher price-to-book ratios, price-earnings ratios and forecast growth values than
the VYalue universe. The index is capitalization-weighted (as opposed to equal-weighted).

Russell 1000 Value: contains those Russell 1000 securities with a less-than-average growth orientation. Securities
in this index tend to exhibit lower price-te-book and price-earnings ratios, higher dividend vyields and lower
forecasted growth values than the Growth universe. Russell 1000 Value is capitalization-weighted.

Russell 2000: contains the smallest 2,000 stocks in the Russell 3000 Index, representing approximately 11% of the
Russell 3000 total market capitalization. The index is capitalization-weighted (as opposed to equal-weighted).
Russell 2000 Growth: contains those Russell 2000 securities with a greater-than-average growth orentation.
Securities in this index tend to exhibit higher price-to-book and price-earnings ratios, lower dividend yields and
higher forecasted growth valuss than the Value universe,

Russell 2000 Value: contains those Russell 2000 securities with a less-than-average growth ornentation. Securities
in this index tend to exhibit lower price-te-book and price-earnings ratios, higher dividend vyields and lower
forecasted growth values than the Growth universe.

Russell 3000: measures performance of the 3000 largest US companies based on total market capitalization. This
index represents approximately 989 of the investable US equity market. The Russell 3000 s capitalization-weighted.

Definitions 2



A

LACERS

(5 AMGELES CITY EMPLOYEES

FETRENENT P Quarter Ending December 31, 2012

-

Standard and Poor 500: the S&P, which represents approximately 75% of NYSE market capitalization and 30% of
NYSE issues, contains 500 industrial, utility, transportation and financial companies in the U.S. markets {mostly
NYSE issues). The S&P is capitalization-weighted (a3 opposed to egual-weighted), calculated on a total return basis
with dividends reinvested.

Morgan Stanley All Country World ex USA: an arithmetic, market value-weighted average of approx. 1800
securities from cutside the United States. The index is calculated on a total return basis, including reinvestment of
gross dividends before deduction of withholding taxes.

Morgan Stanley Capital International Emerging Markets Free: contains securities of the following counties
which are available to all investors regardless of local status: Argentina, Brazil, Chile, Colombia, Greece, India,
Indonesia, Israel, Jordan, Malaysia, Mexico, Pakistan, Peru, Philippines, Poland, Portugal, South Africa, Sri Lanka,
Thailand, Turkey and Yenezusla.

Morgan Stanley Capital International EAFE: an arithmetic, market value-weighted average of over 900 securities
from Eurocpe, Australia, and the Far East. The index is calculated on a total return basis, including reinvestment of
gross dividends before deduction of withholding taxes. The following countries are represented: Australia, &ustria,
Belgium, Denmark, Finland, France, Germany, Hong K¥aong, Ireland, Italy, lapan, Malaysia, Netherlands, Mew
Zealand, Norway, Singapore, Spain, Sweden, Switzerland and the United Kingdom.

Morgan Stanley Capital International Europe: includes companies representing 15 European countries: Austria,
Belgium, Denmark, Finland, France, Germany, Ireland, Italy, Metherlands, MNorway, Portugal, Spain, Sweden,
Switzerland and the United Kingdom.

Morgan Stanley Capital International Pacific: includes companies representing 5 countries: Australia, Hong
Kong, Japan, New Zealand and Singapore.

Morgan Stanley Capital International Pacific ex Japan: includes companies representing 4 countries: Australia,
Hong Kong, New Zealand and Singapore,

Morgan Stanley All Country Asia Pacific: includes companies representing 14 countries: Australia, China, Hong
Kong, India, Indonesia, Japan, Malaysia, Pakistan, Philippines, Korea, MNew ZFealand, Singapore, Thailand, and
Taiwan. It is calculated on a total return basiz with dividends reinvested.

+ Fixed Income
+ Barclays Capital Aggregate: an aggregate of the Government/Corporate Bond Index, the Mortgage-Backed

Securities Index, and the Asset-Backed Securities Index. The index contains fixed rate debt issues with at least one-
vear maturity, $100 millien par value outstanding, and investment grade ratings by Moody's, S&P or Fitch (in that
order). Returns are market-value weighted inclusive of accrued interest,
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Barclays Capital Universal: This index contains the Barclays Capital Aggregate index bonds plus approximately
10% of the remaining index includes US High Yield, Eurodollar, Emerging Markets, 1444 Private Placements, and
CMEBES bonds,

Barclays Capital US Govt/Credit Intermediate: This index iz 2 sub-component of the Barclays Capital Aggregate
index. Bonds consist of the US Treasury, US fgency (non-MBS), and US Investment-grade credit heldings with a
maturity range of 1 to 10 vears.

Bond Rating Methodology: Bond ratings are intended to characterize the risk associated with holding a particular
bond or categories of bonds. These ratings are the risk assessed by the market and that the bond issuer must pay to
attract purchasers to the bond. These ratings are expressed as a seres of letters and sequences.

Rating Categories in descending order:

& AAA: The best quality rating, stable cash flows, wery protective bond covenants, very low probability of
default.

& Aar The second best rating. Stable cash flows, less protective bond covenants, very low probability of
default.

& Al Stable cash flows, less protective bond covenants, long-term probability of default is higher than
AAN or Aa.

 DBaa: Medium quality rating, reliable cash flows short term, less-reliable cash flows long term, bond

covenants offer limited protection. Moderate probability of default. Downgrade to a lower rating is
also possible. Baa bonds are the lowest rating still considerad “investment grade.

Ba thru B: Highly speculative. Long-term assurance of cash flows and protective elements are low.
FPurchasers of these bonds generally speciglize in assessing credit nisk of specific bond i1ssues.
Much higher spreads wversus investment grade bonds provide the incentive for purchasers. High
default or downgrade risk.

Caa thru C: Poor standing. Either close to default or in default. Highly probable loss of principal.

D Coupon payments were not paid on the due date which puts the bond In default, Unless both
Protective covenants and issuer assets are adequate (not likely), holder loses all likelihood of
recovering principal.

<

L

Real Estate

MCREIF Property Index: the NFI contains investment-grade, non-agricultural, income-producing properties which may
be financed in excess of 5% gross market value; were acquired on behalf of tax exempt institutions; and are held in a
fiduciary environment. Data is collected quarterly from a membership of investment managers and plan sponsors,
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Returns are gross of fees; include income, realized gains/losses, and appreciation/depreciation; and are market-value
weighted. Property values are determined by consistent appraisal methodology and sold properties are remaoved in the
guarter of the sale (the historical data remains). Current quarter performance s preliminary.

IV. Universe Comparison
All Morthern Trust Universes are gross of fees, Universe breaks are at 10, 25, 50, 75 and 20 percentiles.

TUCS Plan Universes
Published on a quarterly basis using monthly cbservations. Over time, the plan population members will change due
to new plans being introduced and other plans closing or leaving the universe,

Public Funds
Includes the range of performance of all Fublic Funds greater than 1 billion dollars. Monitored by the Wilshire's Trust
Universe Comparison Services Group. Plans include state and municipal plans and systems.

Manager Universes

Created using the performance of managers used by sponsor subscribers to the Risk & Performance Services Group
(RPS). Each occurrence of 2 manager is considered as an observation. The manager universes are used to describe the
actual experience of plan sponsors use of the managers; no manager supplied representative portfolios or composites
are used in the creation of the universes. all cccurrences of a manager are included in the magnitudes they are used by
the sponsors; no stratification or judgments are introduced by RPS to alter @ manager’s repressntation. Manager
portfalios are used from all market segments (ERISA, Public, Foundation & Endowments, and Wealth) since managers
are hired to fulfill a specific policy objective that is not unique by plan type. Inclusion in 2 universe is based upon
guantitative screening using the criteria described; an RPS analyst determines the comparisen of a manager to this style
background for reporting purposes, The portfelic criteria are applied as the average of the valuss over the time period
being observed and not simply the current point in time value.

+ US Equity - Large Cap Core
Includes portfolios with a portfolio average market capitalization greater than %10 billion but not displaving any
significant growth or value bias. The Barra Growth and Barra Book to Price risk factors are used to determine style
orientation. Most of the portfolios also display 2 market-like beta.
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*

USs Equity - Large Cap Growth
Includes portfolios with a portfolio average market capitalization greater than $10 billion. Portfolios will also display
a significant growth bias as represented by a Barra Growth Risk Factor in the top 40% of all US equity portfolios and

a Barra Price/Book score in the bottom 70% of all US equity portfolios monitored by RPS. Most growth portfolios
display an above market beta.

s Equity - Large Cap Value
Includes portfolios with a portfolic average market capitalization greater than £10 billion. Portfolios will also display a

significant value bias as represented by a Barra Price/Book score in the top 30% of all US equity portfolios monitored
by RPS. Most value portfolios display a below market beta and above market dividend vield.

s Equity - Small Cap Growth

Includes portfolios with a portfolio average market capitalization of less than 2 billion. Small Cap Growth portfolios
will also display a growth bias as represented by a Barra Growth Risk Factor in the top 31% of all US equity portfolios
monitored by RPS,

s Equity - Small Cap Value
Includes portfolios with a portfolio average market capitalization of less than £2 billion. Small Cap Value portfolios

will also display a value bias as represented by a Barra Price/Book score in the top 27% and a Barra Growth factor
score in the bottom 31% of all US equity portfolios monitored by RPS.

Mon-US Equity - Developed Markets

Includes all managers investing in developed markets outside of Morth America. The majority of the portfolios in this
universe are EAFE-oriented but may contain an opportunistic allocation to emerging markets equity (extended EAFE].
There are a few regional non-US equity managers (Europe & Pacific Basin) also represented.

Mon-USs Equity - Emerging Markets
Includes zgll managers investing in emerging markets., The universe includes emerging markets managers that are

diversified across all emerging markets as well as specialists in regional emerging markets.

US Core Fixed Income
Includes all managers, active and passive, investing in US Fixed Income,

Definitions 6



AETRENERT SrSTE Quarter Ending December 31, 2012

+ Credit Opportunities
Includes all managers, active and passive, investing in US high vield and emerging market debt managers.

+ Public Real Assets
Includes all managers investing in Public REITS, TIPS, Commaodities, and Multi Asset Real Asset/Return managers.

V. Investment Performance

Time: the internal rate of return (accounting for daily cash flows) monthly based on trade-date, full accrual accounting,
and using market values. For periods of greater than one month, a2 time series of linked monthly returns is maintained,
introducing a time weighted effect,

The Real Estate and the Alternative Investments returns are lagged one guarter,

The LACERS Total Fund return is dollar-weighted to include altermmative investments.

VI. Performance Attribution

Holdings-Based Attribution.
US Equity, MNon-US Equity, and Fixed Income tables are Holdings-bassed. The table details wvarious attribution
subcategories which impacted each manager's performance such as: selection, weighting, duration, vield, quality, etc.

VIl. Terminology

Duration: & mezasure of the sensitivity of the price (the value of principal) of a fixed-income portfolio given a 1%
change in the US Treasury yield curve {interest rates). A portfolio with a duration of 4 would be expected to lose 43 of
its value when interest rates rise 1%. Dwuration is expressed as a number of years. Rising interest rates mean falling
bond prices, while declining interest rates mean rising bond prices.

Information ratio: A ratio of portfolio returns above the returns of 2 benchmark (usually an index) to the volatiliby of
those returns. The information ratio (IR) measures a portfolic manager's ability to generate excess returns relative to a
benchmark, but also attempts to identify the consistency of the investor. This ratio will identify if a manager has beaten
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the benchmark by a lot in a few months or a little every month, The higher the IR the more consistent a manager is
and consistency is an ideal trait,

Standard deviation: A statistical measure of wvolatility or the degree to which an individual value in a probability
distribution tends to vary from the mean of the distribution. & manager with a one-year return of 5% and a standard
dewviagtion of 5, indicates the range of returns for this manager will likely fall between 0% and 109% during most annual
time periods.

Tracking error: & measure of the difference between returns of the portfolio and that of the benchmark it was
attempting to imitate; reported as a "standard deviation percentage” difference.
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