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Executive Summary

For the fiscal year ended June 30, 2015 the Fixed Income allocations
posted the following returns:

1yr 3yr Syr
Pension 1.44% 3.70% 5.02%
Benchmark 1.61% 2.33% 3.85%
Relative -0.17% 1.37% 1.17%
Insurance 0.16% 3.01% 4.65%
Benchmark 1.61% 2.33% 4.30%
Relative -1.45% 0.68% 0.35%

While the Fixed Income holdings of both funds underperformed their
benchmarks last fiscal year, the longer-term numbers remain positive.



Executive Summary

Absolute Return Ranking

Pension Insurance

Manager Return Benchmark Relative Manager Return  Benchmark Relative
Waterfall 7.34% 0.21% 7.13% Waterfall 6.67% 0.21% 6.46%
NISA 2.04% 1.86% 0.18% NISA 2.01% 1.86% 0.15%
Shenkman 1.87% 1.82% 0.05% Shenkman 1.88% 1.82% 0.06%
Columbia 1.78% -0.40% 2.18% Columbia 1.82% -0.40% 2.22%
Manulife 0.12% -7.09% 7.21% Loomis 0.09% -0.40% 0.49%
Loomis 0.03% -0.40% 0.43% Manulife -0.02% -7.09% 7.07%
Stone Harbor -2.70% 0.51% -3.21% Stone Harbor -3.08% 0.51% -3.59%

Relative Return Ranking

Pension Insurance

Manager Return Benchmark Relative Manager Return Benchmark Relative
Manulife 0.12% -7.09% 7.21% Manulife -0.02% -7.09% 7.07%
Waterfall 7.34% 0.21% 7.13% Waterfall 6.67% 0.21% 6.46%
Columbia 1.78% -0.40% 2.18% Columbia 1.82% -0.40% 2.22%
Loomis 0.03% -0.40% 0.43% Loomis 0.09% -0.40% 0.49%
NISA 2.04% 1.86% 0.18% NISA 2.01% 1.86% 0.15%
Shenkman 1.87% 1.82% 0.05% Shenkman 1.88% 1.82% 0.06%
Stone Harbor -2.70% 0.51% -3.21% Stone Harbor -3.08% 0.51% -3.59%

The only manager who failed to beat their benchmark and post an absolute
negative return was Stone Harbor.



Executive Summary

During the fiscal year ended June 30t, 2015 there was only one manager
change in the portfolio. In February, the Investment Committee voted to
terminate PIMCO from their US Core / Global blended mandate due to
excessive staff turnover at the senior level. The dollars previously
managed by PIMCO were divided between 2 existing managers: NISA and
Manulife.

KRS Investment Staff also intends to recommend to the Investment
Committee at the November meeting that we terminate Stone Harbor
Investment Partners from their Emerging Markets Debt mandate. This
manager has been part of both the Pension and Insurance portfolios for
over 3 years, and has dramatically underperformed their benchmark for
all measured periods. This, coupled with a very poor outlook for
emerging markets debt, lead us to make the recommendation for
termination.



Executive Summary

Economic Indicators

6/30/2014 6/30/2015 Indicator 6/30/2014 6/30/2015
US 2 Year Yield 0.46% 0.64% Brent Crude $105.91 $65.22
US 10 Year Yield 2.53% 2.35% Nat Gas $4.15 $2.96
US 30 Year Yield 3.36% 3.12% Gold $1,327.33 $1,172.35
Germany 10 Year Yield 1.25% 0.76% Silver $21.03 $15.74
Italy 10 Year Yield 2.85% 2.33% Copper $7,015.00 $5,765.00
France 10 Year Yield 1.60% 1.21%
Japan 10 Year Yield 0.56% 0.46% EUR/USD 1.369 1.115

USD/YEN 101.330 122.500

US Credit Index OAS 0.96% 1.37% USD/GBP 1.710 1.571
US High Yield Index OAS 3.37% 4.76%
Unemployment Rate US 6.10% 5.30% CPlYoY 2.10% 0.10%

» Interest rate duration and the US Dollar were the big winners last
year.

» Credit and Commodities were the worst performers
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Allocation of plan assets among Fixed
Income managers

Current Allocation - Pension
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Allocation of plan assets among Fixed
Income managers

Current Allocation - Insurance
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Fixed Income Characteristics

Pension
Fixed Income Characteristics Portfolio
Modified Duration 275
Opt. Adj. Duration 480
Spread Duration 429
Average Quality Rating A3
Yield to Maturity 3.59%

Yield to Worst 3.49%

Insurance
Fixed Income Characteristics Portfolio
Modified Duration 574
Opt. Adj. Duration 4 86
Spread Duration 421
Average Quality Rating A3
Yield to Maturity 3.39%
Yield to Worst 3.35%



Fixed Income Assets by Credit Quality

Pension

Average Quality Ratings - Credit Exposure
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Current Sector and Duration Exposure
- Pension
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Current Sector and Duration Exposure
- Insurance
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Manager Review - NISA

Mandate: US Core Fixed Income

Size: Pension — $992,900,776 (8.64%)
Insurance-$405,541,084 (9.62%)

Annual Fee: Flat rate 12.5 bps on AUM

There are no issues with the NISA relationship from either an investment performance or business operational prospective. The investment
performance has exceeded expectations. The only significant staff turnover was the retirement of the firms’s Chief Risk Officer, who was
immediately replaced via internal promotion.

Over the one year period, the pension and insurance portfolios over-performed the Barclays Aggregate benchmark by 20 and 15 basis points,
respectively. As shown in Sector Selection section of the attached attribution pages, both portfolios benefited from being underweight
credit relative to the benchmark as credit spreads widened significantly (approximately 40 bps) over the period. However, we believe most
of the excess performance came from security selection and trading within corporate bonds. More specifically, both portfolios benefited
from positioning at the industry and class levels as well as from active relative value trading. The portfolios were overweight financials and
underweight industrials throughout the period and spreads in financials widened by less than industrials. Furthermore, within industrials,
underweights to the Basic Industry and Energy classes also added to relative performance. As for active trading, while no single corporate
issuer added more than 2 bps, volatility in fixed income markets and heavy new corporate issuance presented many relative value trading
opportunities to aid performance.

NISA plans to continue to look for security selection and trading opportunities where available, and expects that yield curve positioning, sector
selection and security selection will be potential sources of performance enhancement. The portfolios will keep their portfolio duration
neutral to the benchmark (+/- 0.25 years). Consequently, duration should have very little influence on performance relative to the
benchmark going forward. Both portfolios remain underweight credit, though within that underweight they are overweight financials,
underweight industrials, neutral utilities and underweight non-corporates. Overall, NISA believes they are positioned to benefit from
continued deterioration of emerging market fundamentals and commodity prices.
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:. Manager At A Glance Period Ending June 30, 2015

. Total Currency : USD
w&\ NISA vs. BC US Aggregate Bonds

Fixed Income Characteristics =~ Portfollo Benchmark DIffersnc®  performance Total Net of Fees Currsnt
Modfied Duration 547 572 025 Market Valus Month 3 Monins 1 Year FAaca YTD 3 Years 5 Years
Opt. Ag. Duration s514 5.3 023 NISA 932,900,776 .63 -1.05 167 204 202 1.90 18
Spread Duraton ass is3 012 Bariays U.S Agoregsts Bond Index -1.09 168 186 188 183 ixs
Average Quallly Raling As2 AAZ —  Excees Rstum 0.4 a0t 018 018 0.07 .08
Yieid to Mahurity 222% 229% -007%
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Minimum -1.41 081 073 116 285
NumPortfollos 62 61 60 0 48
® NISA -1.05 003 215 205 3ss
%Te 45 74 a2 w 81
Rank 2 r 2% 40 4
B Barclays U.S. Aggregate -1.09 010 156 183 335
= 5 5 3 E 3
aPortfolio wmBenchrrark mDifference Universs Sours Russe! Imvestment Group; Universe Status' Final
Statistic 1Year dYears SYeam  Top 5 Fixed Income Including Cash Overweight Positions Top 5 Fixed Income Including Cash Underweight Positions
Annualzed Apha 023 0.19 0.15 Portfollc Benchmark Differsnce Portfolic  Benchmark Diffsrsnce
Annuaitzed information Rago 223 1.7 0.0 EBTEMPIWNFD 4T1% 0.00% 4T1%  USD (UNITED STATES DOLLAR) -1.40% 0.00% -1.40%
Annualized Sharpe Ratio nes 082 12 U STREASURY NOTE 201% 013% 1.88% FNMA POOLFIMCDSSS 0.00% 091% 091%
Annuaizea Tracking Eror 013 Q12 024  UsTREASURY NOTE 157% 020% 167% FNMA POOLSOMCOE31 ao% D91% 091%
FHLMC POOL #G0-8620 1.38% 0.00% 1.38% FNMA POOLSOMA1E0L 0.00% 0E1% 081%
U S TREASURY NOTE 1.55% 020% 1.35% FNMA POOLSOMA2127 0.00% 0.70% 070%
10772015 11:4231 AMEDT Page 1 of4 Source: The Bank of New York Mellon Corporation
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> Manager At A Glance Period Ending June 30, 2015

I Total Currency : USD
BNY MELLON NISA vs. BC US A te Bonds
KR2F30080002-1X1F0000500C vs- garegace
Barclays Global Scheme - Updated Confribution to Opt Adj Duration
Treasuries
Agencies Less than 1 Year, Cash Equivalents |
Local Authorities
Sovereign
Supranational 1-3 Years
Industrial 4
Wity 3-5 Years
Financial Institutions
MBS _Passthrough
ABS 5-7 Years
CVES {
e ] —
cMD Y
IRS
cos - e
A Futures 1
Cash & Cash Equiv 15-20 Years
COuher d | Jd | J |
&£ &§ & & 85 8¢ 20 Yis and over
foli k
aPortiolic mBenchrmark mDilerence
& il ¥ & & & s w
o =] =1 [~ [~} "y L ~
Less than 1 =’ o Portfolio m Benchmark
1-1 Years —_—
3-5 Yaars —_ — Porttolio Banchmark
5-7 Years = Exposurs CcTD Exposurs cTD
7-10 Years I Less Mian 1 YearCash Equiaients g48% 0O 103% oDt
10-15 Yaars —h 13 Years Ms4% 064 3051% 082
520 Y = 35 Years 26.80% 1.08 0.76% 121
15-20 Years 57 vears 1380% 081 1444% 08¢
20 Yrs and over l 7-10 Years B52% 069 B19% 0855
Cther F 10-15 Years 5.39% 0.69 6.16% o
e ———r——a—p— 1520 Years E03% 105 604% 105
A A - N & 20 Yrs and over D30% 006 039% 0
~ "IN FN Omer 200% 0N 21™% o
Total 10000% 514 10000% 537
aPoriolioc mBenchrrark @ Diflerence
10772015 11:42:31 AM EDT Page2of4 Source: The Bank of Mew York Mellon Corporation

15



»,
-~

BNY MELLON
KR3F30080002-1X1

Manager At A Glance
Total

NISA vs. BC US Aggregate Bonds

Fixed Income Characteristics ~ Portfollo Benchmark DIT&rencs  Performance Total Net of Fees
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> Manager At A Glance Period Ending June 30, 2015

F
- Total Currency : USD
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Manager Review - Manulife

Mandate: Global Total Return Bonds

Size: Pension — $466,797,586 (4.06%)
Insurance - $166,497,483 (3.95%)

Fee: ?;5 bps on the first S75MM, 30 bps on the next $75MM, 25 bps on the following $75MM, and 20 bps on AUM over
225MM

Relationship Overview

There are no issues with the Manulife relationship from either an investment performance or business operational
prospective. The investment performance has exceeded expectations. KRS staff performed an on-site annual
manager review on June 24th, 2015 and found all aspects of the firms operations, trading, and investment
processes to be at or above industry standards. The firm added 4 new members to the Global Bond team, and had
no meaningful departures.

The allocation deviations from benchmark are as follows: Government Debt -32%, Mortgage Backed Securities -15%,
Financials +14%, and Industrials +20%. The portfolio’s duration is 4.37 years versus the benchmark’s duration of
6.31 years. The average credit quality of the portfolio is BBB+ versus the benchmark’s average rating of AA-. The
major geographic allocations are 68% North America, 6% Australia, 6% New Zealand, and 5% Developed Asia.

Currency management was the largest contributor to the portfolio's excess return during the 1 year period ending June
30, 2015. The portfolio's underweight exposure to the euro and Japanese yen relative to the Index, as well as its
use of the Canadian dollar to hedge non-U.S. dollar bonds, were the main contributors. The euro, Japanese yen
and Canadian dollar depreciated against the U.S. dollar by approximately 19%, 17% and 14%, respectively.
Security selection, broadly within our corporate bond holdings (investment grade & high yield) also had a positive
effect on performance. In contrast, the portfolio's shorter duration bias relative to the Index was the largest
detractor as global government rates were generally lower, primarily in the U.S. as the 10 year US Treasury yield
fell 18 bps, from 2.53% to 2.35%.



Manager Review - Manulife

RV Kuhn Performance Analysis:

» The largest contributor to relative performance was currency
management. Within currency, an underweight to the Euro and
Japanese Yen relative to the index, as well as the Canadian dollar to
hedge non-U.S. dollar bonds, were the main contributors. The euro,
Japanese Yen, and Canadian dollar all depreciated against the U.S.
dollar by approximately 19%, 17% and 14%, respectively.

» A short duration position relative to the index was the largest
detractor as global government rates were generally lower,
primarily in the U.S. as the 10 year US Treasury yield fell 18 bps,
from 2.53% to 2.35%.

» Sector allocation also detracted, particularly an overweight position
to high yield corporates and an underweight to US Treasuries during
the one year period ending 6/30/15.

» Security selection within corporate bond holdings across
investment grade and high yield also contributed to performance.
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Manager At A Glance

Total

MANULIFE ASSET MGMT vs. BC Multiverse

Period Ending June 30, 2015

Fixed Income Characteristics ~ Portfollo Benchmark  DIfersnc®  Performance Total Net of Fees
Modfled Duration 607 5.48 .41 Markst valus 3 Montha Flscal YTD 1 Year 3 Years 5 Years
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Spreag Duragon 483 ast 1.2  Barclays Multverse Ingex -1.0 708 7.0 0ss -
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Top 5 Fixed Income Excluding Cash Overweight Positions Statistic 1 Year 3Ysars SYsars Top 5 Fixed Income Excluding Cash Underweight Positions
Portfollo Benchmark Difference  AnMuaized Alpha 289 455 — Portfollo Benchmark Diffsrence
SINGAPORE GOVERNMENT BOND 143% D.01% 142%  AnnuaEized information Ratlo 25 1.5 — FNMA POOLSIMCOG22 0.00% 0.35% 03¥%%
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1072015 123114 PMEDT Page 1of8 Source: The Bank of New York Medlon Corporation
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> Manager At A Glance Period Ending June 30, 2015
"BNY MELLON Total e
mpm_&imm MANULIFE ASSET MGMT vs. BC Multiverse Report ID: IANO101
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Manager At A Glance
Total

MANULIFE ASSET MGMT vs. BC Multiverse

Period Ending June 30, 2015

Performance Total Net of Fees
Markst valus 3 Months Flacal YTD 1 Year 3 Years 5 Years
MANULIFE ASSET MGMT 166,497 48353 -1.26 402 {402 408 —
Barciays Murverse Ingex -1.08 J09 709 0ss -
Excess Retum 423 707 a7 481 —
US Core Plus Fixed Income Portfolios (USD) - Monthly
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5.00-
£.00- g :
4.00- S sl e ——
A 2.004 . ||
Retum 0.00-
"
P Veeeeedl
~4.00
-5.00
e i Min/hax
-1 um 1 Ll T ) L
June 2015 Year To 1 Year 3 Years S Years
Date
valus valus Valus Valus value
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254 Percentile -1.03 oss 228 400 5.60
Medlan Percantils -1.13 k<] 138 316 500
75M Percantile 125 0os 151 286 438
Minimum -1.58 -1.24 Q01 227 B4
i =2 52 45 45
® MANULIFE ASSET MGMT 087 os2 0.31 438 =
%Te 9 35 kI n —
Rank 5 19 52 5 —
B Barclays Mulverse index 047 -28a 709 4155 29
%Tle 3 100 100 100 100
Rank 2 53 53 46 45

Top 5 Fixed Income Exciuding Cash Overweight Positions Statistic 1 Year 3Ysars  SYears Top 5 Fixed Income Excluding Cash Underweight Positions
Portfollo  Benchmark Difference  Armuaiized Alpha an 45 — Porfollc Benchmark Diffsrsnce
PHLIPPINE GOVERNMENT BOND 144% Do2% 142%  Annuaized informaton Rado 247 15 — FNMA POOLSIMCDESS 0.00% 0.35% 03%%
NEW ZEALAND GOVERNMENT BO 1L34% D.2% 132  Arnuaiized Shame Ratio 012 1.4 —  FNMA POOL#OMCDE31 0.00% 0.35% 03%%
GOVERNMENT OF CANADA L31% 0% 129%  Arnuaized Tracking Emor 30e 2% — FNMA POOLSOMA1E4 000% 0.32% 0%
SINGAPORE GOVERNMENT BOND 128% 0.o1% 1.26% FNMA  POOL sOMA2127 0.00% 0.28% 028%
SINGAPORE GOVERNMENT BOND 124% 0.01% 123% GNMA Il POOL #I7 11635 0.00% 026% 026%
1072015 123114 PM EDT Page4of8 Source: The Bank of Mew York Mellon Corporation

23



BNY MELLON
KR3F30020002-1X1

FO005607C

Barclays Global Scheme

Treasuries & Sovereign [ ] = Ml
Agenties

Local Autharities
Supransional

Cuher Mun | & Quasi Security
Financial

;
="
Indusstrialy f
Wiliey
MES Passthrough _
MBS {
b

CMES

Coveind

TMO

Interest Rate Swaps, Swaptoans
Cradit Dafauk Swap

Fixed Income Futures

Cash & Cash Equivalents

Onbver |

Manager At A Glance
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MANULIFE ASSET MGMT vs. BC Multiverse
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Top 10 Countries - Total Market Exposure
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Currency : USD
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> Manager At A Glance Period Ending June 30, 2015
Curmrency : USD
N MELLON MANULIFE ASSET MGMT i ReportID - 1ANO101
KR3F30020002-1X1F0005607C vs. BC Multiverse :
Maturity Breakdown Confribution to Duration
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Manager Review — Stone Harbor

Mandate: High Yield Asset-Backed Securities

Size: Pension — $108,876,493 (.95%)
Insurance- $44,003,345 (1.04%)

Fee: 60 bps on the first SS50MM of assets, 50 bps on AUM above S50MM

The persistent underperformance of the Stone Harbor relationship has reached the point where we are
recommending that the relationship be terminated. KRS’ Emerging Markets Debt Pension portfolio
posted a return of -2.70% (net of fees) for the 12 month period ending June 30th, 2015. During the
period, the portfolio underperformed its benchmark by 3.21%. The decision to add tactical, non
benchmark, Local Currency securities was the main driver of underperformance during the period
(-1.29%.) Country selection in Hard Currency sovereign bonds detracted by 2.89% where the main
driver was the overweight position in Venezuela. This was partially offset by positioning in the short
end of the Venezuelan yield curve which contributed 1.06%. The net effect of country & issue
selection decisions in Hard Currency sovereign bonds was -1.01% during the 12 month period. The
portfolio’s small underweight to Treasury duration caused a 45 basis point drag on relative
performance as well. Lastly, our decision to add off benchmark Hard Currency Corporate Bonds
contributed a positive 16 basis points to relative performance.

The Pension portfolio currently has a 17.20% overweight in Latin America led by Venezuela (4.87% o/w),
Brazil (3.38%), Mexico (2.19%), and Dominican Republic (1.97%.). This is offset by a 14.08%
underweight in Europe, Middle East, and Africa led by Lebanon (3.25% u/w), Poland (2.98), Hungary
(2.58%), and a 5% underweight to Asia. The portfolio also has a 0.13% tactical, off benchmark
allocation to Local Currency securities and 4.92% tactical, off benchmark allocation to Hard
Currency Corporate debt.



Manager Review — Stone Harbor

RV Kuhn Performance Analysis:

» The main driver of underperformance over the period was a
tactical, non-benchmark, allocation to local currency securities,
which weighed on the portfolio by -1.29%.

» Country selection in hard currency sovereign bonds also detracted
by 2.89%, driven mostly by an overweight position in Venezuela;
however, this was partially offset by positioning in the short end of
the Venezuelan yield curve, which contributed 1.06% over the
period. The net effect of country & issue selection decisions in Hard
Currency sovereign bonds was -1.01% during the 12 month period.

» The portfolio’s small underweight to Treasury duration detracted 45
bps from performance. Lastly, an allocation to hard currency
corporate bonds contributed modestly to relative performance.



e Manager At A Glance Period Ending June 30, 2015
BNY MELLON STONE HARBOR ve. romt . e Aot

KR2F30030002-1X1F0000413C vs. JPM EMBI Global Diverse W .

Fixed Income Characteristics ~ Portiolio Performance Total Net of Fees

Modfied Duration 853 Market value 3 Months Flacal YTD 1 Year 3 Years S Years

Opt. Ag. Duration 712 STONE HARBOR 108,876,453.31 27 188 —

Spread Durason 4 JP Morgan Emerging Markets Bond ingex 0.51 430 -
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Average Quality Ratings - Credit Exposure

Emerging Market Fixed Income Portfolios (USD) - Quarterly
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Top 3 Fixed Income Excluding Cash Overweight Positions Statistic 1 Year 3 Years Top 5 Fixed Income Excluding Cash Underweight Positions
Portiollc  Benchmark Difference  AniuaiTed Alpha 283 223 Portfoilc  Benchmark  Diffarence
PETROLEDS DE VENEZUELA SA 380% 0.00% 3150%  Amnusized information Ratio 030 o o — p
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INDONESIA GOVERNMENT INTE 222% oo0%  222%
10772015 32044 PMEDT Page 10of3 Source: The Bank of Mew York Mellon Corporation
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:... Manager At A Glance Period Ending June 30, 2015
BNY MELLON
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Total Currency : USD
FOO00413C STONE HARBOR vs. JPM EMBI Global Diverse ReportID :  IANO101
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Manager At A Glance
Total
STOMNE HARBOR vs. JPM EMBI Global Diverse

Period Ending June 30, 2015
Currency : USD
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Manager Review — Columbia

Mandate: High Yield Bonds

Size: Pension — $139,917,944 (1.22%)
Insurance - $46,366,178 (1.10%)

Anméal Fee: 50 bps on the first S50MM, 40 bps on the next SS0MM, then 35 bps on AUM over
100MM.

Relationship Overview

There are no issues with the Columbia relationship from either an investment performance or business
operational prospective. There was no meaningful staff turnover during the past year, and the
investment performance has met expectations in both the Pension and the Insurance portfolios,
beating the benchmark for both the 1 year and 3 year periods. For the fiscal year ended June 30t,
2015, the Columbia portfolios returned 1.78% for the Pension plan, and 1.82% for the Insurance
fund. These compare to a benchmark return of -.40%. The bulk of the outperformance is
attributable to the managers calls in the energy sector, where they were early to recognize
problems and were able to sell a large portion of their holdings in the sector before prices fell.

The average credit rating of the portfolio is B1, the yield to worst is 5.77%, and the duration is 4.64
versus the benchmark’s average credit rating of B1, yield to worst of 6.41%, and a duration of 4.26.
The portfolio’s yield to worst difference of .38% indicates a defensive posture. The portfolio was
slightly overweight single B credits, and slightly underweight BB rated names as of fiscal year end.
The portfolio held slight underweight positions in basic industries, capital goods, and consumer
cyclical sectors, and slight overweights to media and services cyclical.



Manager Review — Columbia

RV Kuhn Performance Analysis:

>

Columbia outperformed the Barclays US High Yield Index by 260 bps for the year
on a gross of fees basis. The portfolio contains almost all high yield bonds with a
nominal allocation to investment grade corporates, cash, and, at times, bank loans.
The duration of the portfolio has remained relatively in line with the benchmark.
Therefore, outperformance can be predominantly attributed to security selection
and sector allocation decisions.

One of the most significant and persistent underweights in the portfolio has been
to the metals and mining industry. This underweight allocation added 46 bps of
outperformance. Within the energy sector, Columbia added 28 bps of
outperformance due to an underweight and good security selection in the oil field
services industry. Columbia was overweight independent energy which detracted
about 26 bps from performance. However, security selection within independent
energy added 126 bps to performance over the benchmark.

The credit quality distribution of the portfolio overlaps with about 91% of the
benchmark as of the end of June 2015. Accordingly, there was only a slight
detraction from performance based on Columbia’s quality distribution. The most
significant underweight has been in Bal securities, and the most significant
overweight has been in B2 rated securities.
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Manager At A Glance

Total

COLUMBIA vs. BC Crp High Yield

Period Ending June 30, 2015

Performance Total Net of Fees
Market Valus 3 Months Yo Flacal YTD 1 Year 3 Years 5 Years
CoLUNMBIA 133,917.944.358 293 1.78 1.78 T3 -
Barciays ULS. Corporate High Yisd 253 040 040 €81 -
Excess Retum 040 216 218 053 -
US High-Yield Bond Fixed Income Portfolios (USD) - Monthly
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Top 5 Fixed Income Including Cash Overweight Positions Statistic 1 Year 3 Yaars Top 5 Fixed Income Including Cash Underweight Positions
Portiolic Benchmark Difference  AMMUBIZed Alpha 260 0ss Portfollc Banchmark Diffsrence
EB TEMP IVNFD 195% 0.00% 199%  Annualized Irformation Ratio 189 088 SPRINT CORP 0.05% 0.32% A27%
PQ CORP 1444 121% 005% 1.16% Annualized Shape Ratio Q45 i HCAINC 0.00% 0.25% 025%
SPRINT COMMUNICATIONS INC 102% 00o% 0e3%  Annuaiized Tracking Emor 137 106 FCAUS LLC / CG COH4SSUER INC ooo% 025% 025%
AERCAP IRELAND CAPITAL LT 1244 096% 0.08% 0&T Amnualized Standard Deviation 507 44 USD (UNITED STATES DCLLAR) 024% 0.00% 022%
AMC NETWORKS INC 08%% ood% 0.85% KRAFT HEINZ FOODS CO a00% 024% 024%
10772015 4:04:56 PMEDT Page 1 of 4 Source: The Bank of New York Mellon Corporation

33



-
K g

BNY MELLON
KR2F30070002-1X1F0003354C

Maturity Breakdown

Manager At A Glance
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Duration Breakdown - Broad Duration - OAD

COLUMBIA vs. BC Crp High Yield

Period Ending June 30, 2015
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e Manager At A Glance Period Ending June 30, 2015

g Total Currency : USD
BNY MELLON COLUMBIA vs. BC Crp High Yield ReportiD : IANO101
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107/2015 4:04:56 PM EDT Page 3 of4 Source: The Bank of New York Mellon Corporation
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Manager Review — Loomis

Mandate: High Yield Bonds

Size:Pension — $133,386,638 (1.16%)
Insurance - $47,465,654 (1.13%)

Annual Fee: Flat 50 bps on AUM

Relationship Overview

There are no issues with the Loomis relationship from either an investment performance or business
operational prospective. KRS staff performed an on-site annual manager review on June 25th, 2015 and
found all aspects of the firms operations, trading, and investment processes to be at or above industry
standards. The investment performance has exceeded expectations. Loomis did have 3 personnel changes
at the very top of the organization, promoting the CFO to CEO, the controller to CFO, and naming a new
Deputy CIO during the year. All of these changes were promotions of long-tenured employees, and we do
not feel they will have any material effect on the KRS portfolios.

Loomis has currently positioned both portfolios in a defensive manner from a credit perspective, as evidenced
by the higher average credit quality (Ba3 vs B1 for the Index), and much lower yield to worst. (3.82% vs.
6.41% for the benchmark). The portfolio is also underweight the media and cyclical sectors in favor of out-
of-index holdings in global sovereigns.



Manager Review — Loomis

RV Kuhn Performance Analysis:

>

About 25% of the portfolio’s outperformance was due to yield curve
positioning. This outperformance came primarily in the last two quarters
of 2014. Loomis Sayles has maintained a higher duration and average
maturity than the benchmark.

About 35% of the portfolio’s outperformance was due to asset allocation.
Loomis Sayles takes significant out-of-benchmark positions. At the end of
2Q 2015, the portfolio had a 51.4% allocation to high yield bonds. Loomis
Sayles has maintained about a 10% allocation to non-US bonds which, due
to the strengthening of the dollar, detracted 88 bps from performance.
This was offset by tactical allocations to convertibles, bank loans,
securitized credits, and preferred securities which combined to add 174
bps to performance.

Almost 40% of the portfolio’s outperformance was due to security
selection. Outstanding security selection was primarily bolstered by the
portfolio not owning certain struggling securities in the energy sector.
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Maturity Breakdown

Manager At A Glance
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Manager Review — Shenkman

Mandate: High Yield Bank Loans

Size: Pension — $109,108,729 (.95%)
Insurance- $40,894,114 (.97%)

Annual Fee: Flat 50 bps on AUM.

Relationship Overview

There are no issues with the Shenkman relationship from either an investment performance or business operational
prospective. During the fiscal year, Shenkman hired a total of 24 new professionals, and had 13 departures. None
of these were senior staff, and none of the changes materially affect the KRS mandate. KRS staff performed an on-
site annual manager review on June 23", 2015 and found all aspects of the firms operations, trading, and
investment processes to be at or above industry standards.

During the 12 months ended 6/30/15, the KRS portfolios outperformed the S&P/LSTA LLI by approximately 57 bps.
(Pension portfolio returned 2.39% while the Insurance returned 2.38%) Driving this relative outperformance was
credit selection within the loan portion of the portfolio which returned 2.22% versus 1.82% for the LLI. Specifically,
positive selection in and an underweight to Utilities (+71 bps) as well as positive selection in and an underweight
to Metals/Minerals (+13 bps) helped relative performance. The portfolio’s underweight position in CCC-rated loans
(~2% versus ~7% for the LLI) added 65 bps of outperformance during the period. Key detractors included selection
in and underweight to Electronics/Electrical (-11 bps) as well as selection in and underweight to Oil & Gas (-10
bps). The allocation to bonds, which averaged ~9% during the 12 month period, detracted approximately 3 bps as
bonds experienced higher volatility over that time. The one year relative return of +57 bps is a good outcome, and
while the 3 year number remains slightly below the index (6.04% vs 6.27% for the benchmark), we feel that the
manager’s conservative tilt will continue to outperform in the coming months.



Manager Review — Shenkman

RV Kuhn Performance Analysis:

>

Shenkman’s security selection and underweight to utilities added 71 bps
of outperformance during the 1 year period ending 6/30/15. This was due,
almost exclusively, to the avoidance of TXU Corp. loans which posted
significant losses and made up about 2% of the benchmark. Underweight
allocation to metals and mining was a positive but was offset by a slightly
overweight allocation to oil and gas.

The portfolio had an average allocation to B-rated bank loans of 55.3%
over the past year compared to 46.6% for the benchmark. It was
underweight loans rated CCC and below which was additive to
performance. However, it was also underweight BBB- and BB-rated bonds
which detracted from performance.

Shenkman tactically allocates to high yield bonds. During the year, the
average allocation to high yield was 10.5% but was brought down to 4.7%
by the end of June. The high yield bonds portion of the portfolio ended up
performing in line with the bank loan portion of the portfolio. The
allocation to cash increased during the year, ending at 6.7%.
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Manager Review — Waterfall

Mandate: High Yield Asset-Backed Securities

Size: Pension — $127,098,758 (1.11%)
Insurance- $44,948,847 (1.07%)

Fee: Flat 55 bps on AUM annually, plus performance incentive fee of 20% of return over 8% hurdle.

There are no issues with the Waterfall relationship from either an investment performance or business operational
prospective. The investment performance has exceeded expectations. During the fiscal year ended June 30, 2015
the portfolio returned 7.34% in the Pension mandate and 6.67% for the Insurance fund versus a benchmark return
of just .21%. The firm has added over $1B in AUM over the past year, along with 18 new staff. Waterfall lost 3 staff
members during the year, none of whom had any material effect on the KRS portfolios. KRS staff performed an on-
site annual manager review on June 23", 2015 and found all aspects of the firms operations, trading, and
investment processes to be at or above industry standards.

The benchmark is 60% Barclays High Yield Index and 40% Barclays Floating Rate ABS Index. The portfolio is not
constructed to look like the benchmark; rather the benchmark is used to measure the return and standard
deviation over time. The portfolio is 12% investment grade and 88% non-investment grade, with an average credit
rating of B2. The duration of the portfolio is 1.53. The largest ABS sectors are CMBS 18%, CLO 16%, CRE CDO 12%,
and TRUPS Bank REITS 10%. The top 5 sectors by attribution to the trailing 1 year performance were: Small
Balance Commercial Loans, Franchise Loans, Manufactured Housing, CDOs, and Business Loans.

Going forward, Waterfall expects outperformance to continue given positive sector technicals and improving
fundamentals. They remain constructive on sectors such as CRE CDOs/Trups CDOs/CMBS, where they seek to
identify attractive value that is not properly reflected in current market pricing, and short duration CLOs (higher
subordinated bonds off delevering deals with additional upside from continued call activity).



Manager Review — Waterfall

RV Kuhn Performance Analysis:

>

Both portfolios posted high single digit returns for the 1 year period
ending 6/30/15, significantly outperforming the custom benchmark of
40% Barclays U.S. Floating Rate ABS Index & 60% Barclays Capital US High
Yield.

Despite pockets of volatility amid the credit market within the trailing 12
months, higher yielding structured credit in the non-traditional/esoteric
segments generally out-performed. Waterfall was able to identify
opportunities across approximately 25 sectors.

The portfolios’ expected yield is around 8% in the base case scenario.
Strategies continued to benefit from the disintermediation of banks.
Forced selling of ABS by banks, due to increased regulatory pressure,
created opportunities for Waterfall. Average dollar price of the holdings
was around 83 cents on the dollar.

While credit spread duration is approximately 4 years, interest rate
duration for the portfolios are only around 0.5 years. This is achieved by
have roughly 70% of the portfolio invested in floating rate instruments.
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:... Manager At A Glance Period Ending June 30, 2015
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Manager Review — Cerberus

Fund Manager Cerberus Capital Management LP
Asset Class Private Debt

Structure Fund of One

First Draw Date September, 2014

Total Commitment $125,000,000.00

% Drawn to Date 71.92%
Contributions $89,900,000.00

Value $93,161,420.59

YTD Net Return 5.07%

The Cerberus KRS Levered Loan Opportunities Fund is the newest
investment in the Fixed Income portfolio. The fund invests in private loans
to middle market companies around the globe, providing financing in areas
of the market where traditional banks have been regulated out. The fund
was approved in August, 2014, and began to draw capital in September of
2014. It has currently drawn roughly 72% of the total capital commitment.



