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Roadmap for Reform Recap

Strategic Work with BOA to adopt streamlined fund accounting process
Initiatives
Group Implement electronic cash flow management system
Re-structure BAM into clear front, middle and back office groups
Formed to

modernize
administration, Assess technology needs and manage new software procurement and

operations and Mmplementation

teChf‘?'ng Create Key Performance Metrics and monitor with Standardized
activities Operational Risk Framework

Introduce tracking tools to monitor implementation of
recommendations
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Roadmap for Reform Recap

Strategic Work with BOA to adopt streamlined fund accounting process¢¢¢
Initiatives
Group Implement electronic cash flow management system ««
Re-structure BAM into clear front, middle and back office groups
Formed to groups of o/
modernize
administration, Assess technology needs and manage new software procurement and
operations and MmPlementation vv
teChf‘?'PQY Create Key Performance Metrics and monitor with Standardized ««
activities Operational Risk Framework

Introduce tracking tools to monitor implementation of /
recommendations JJ
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2016 BAM Accomplishments Address the Critical Funston Findings

FUNSTON PRIORITIES

" e Leveraged SSB fund accountin e Retired QED accounting platform
Transition Book of Record to SSB € : 8 Q &P
.. e Improved oversight of SSB e Converted to State Street GL
& Optimize MyStateStreet.com . . .
relationship e Spread Sheet retirement started

| Build Cash Management |
! Capabilities & Reduce Cash Drag ‘ Implemented eCFM Implemented Bloomberg AIM

e Developed organizational model for

Build a Middle Office & Redeploy e Hired kev staff Middle Office
Investment Control Resources Y ® Began rollout Key Performance Indicators
(KPI)

e Standardized Investment
Committee
e Employee compliance training
* BAM calendar

e Built out Compliance team
e Enhanced Investment Limitations and
Restrictions monitoring

Build Compliance Capabilities

Enhance Risk Management & e Launched daily performance and position
e Created Data Warehouse .
Create ERM Framework monitoring

| Improve Investment Performance .« Automated performance .
crees : . * Proposed new asset allocations
Capabilities reporting on a net of fees basis
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Q4 2016

e Improved investment manager fee
payment process
e Started Policy and Procedures

¢ Closed terminated fund accounts

e Launched Investment Operations
Support
e Re-engineered Investment Manager
reconciliation process

e Implemented personal trading
monitoring

e Enhanced Securities Lending
governance practices and oversight
e Automated rebalancing analysis
e |ssued Risk system RFP

e |ssued Alternatives Asset system RFP



Roadmap for Reform: Building on Progress in 2017

FUNSTON PRIORITIES

Transition Book of Record to

.. * Plan an ign roll f e Complete Policies an e Implement Ph | of .
SSB & Optimize an and design rollout o Co. plete Policies a. d plement Phase ot Enrich DataGX capabilities
DataGX warehouse Practices documentation DataGX warehouse
MyStateStreet.com
Build Cash Management * Increase sweep frequency for .
. : . pireq Y e Launch Cash Management e eCFM phase Il e Enhance Custodian
Capabilities & Reduce Cash Alternative fund accounts . .
o accounts (Alternatives) payment processing
Drag e Implement Cash monitoring

e Rollout Policy and Practices e Full rollout of Investment

Build a Middle Office &

e Migrate to Oversight Functions Document Operations Support e Implement Alternative
Redeploy Investment Control . . . . .
e Staff training e Fill Operations Management e Introduce Operational Asset solution
Resources "
| positions Scorecards
. . crens e Campaign finance database . e Investment Guidelines e Manager Due Diligence
Build Compliance Capabilities paig . e Regulatory Education . € g
‘ automation Metrics Enhancements
. e Assess Risk Management e Enhance KPls . .
Enhance Risk Management & g . . . e Standardize Risk reports
Create ERM Framework systems vendors * Roll out Risk register/ e Implement Risk System for Boards
e Hired Sr Risk staff establish Risk committee
e Assess Alternative Asset
Improve Investment vendors e Procure Alternatives Asset e Implement Contract e Reporting and Analytic
Performance Capabilities e |ssue Contract Management System Management System Enhancements

System RFP
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Sample KPlIs

November Monthly Accounting
Status of Tasks & Standards Completion as of 12/23/2016 - includes new hires

Main Type Sub-Type Closed BD Due | P . T r
yp ¥p Preliminary Detailed: Investment Manager Reconciliation Heat Map
Short Term a4 6th b.d. .
Short Term a4 Accounting
- 5-Waiting for 6-Waiting for f ) .
+-Not Started A 3-Waiting for  4-Waiting for f——— e S T Equity 462 7th b.d, As part of the month end reporting cycle, State Street reaches out to Investment Mangers and
e Resubmit o Ao e Equity 343 requests that they perform a reconciliation to determine if the manager’s Net Asset Value is within
BHATT 2 2 Global Equity 115 d tol: to the custodian. Investment M are asked to submit a Reconciliation,
DONE 2 3 8 13 Line Item - Equity 1 Holdings and NAV file by the 3 and 12 Business Days of each month. Below are the results,
DRAYCOTT - z T — Line Item - Global Equity 3
EVANS
Evans anager Oversight Due Diligence Meetings ETI a0 8thb.d. October BD 3 November BD 3
HADDAD Calendar Year 2016 ETI 49
JETER Alternatives 1259 9th b.d.
\SHCSKNE?!;ER 100.0% 85.1% Alternative 925 Late 2| os4% Late 52| 1398
—— = 12.0% HEDGE FUND 54
e OPP-FI-DISTD 48 Manager Total 372 100.00% Manager Tatal | 372 100.00%|
s RE PEQ 177
RE PEQ-DIR 15 October BD 12 November BD 12
REAL ASSETS 40
Fixed Income 248 10th b.d.
Bank Loans 21 L ote o oo
Cash 25
Fixed Income 184 Manager Tatal | 372) 100.00%| [Manager Tatal | 32| 100.00%
Global Fixed 2
Line ltem - Fixed Income 9
?E; 4 Investment Manager Reconciliation Heat Map
3
Plan Funds a7 12th b, Performance
Plan Account 229
— ETI - PLAN 143 As part of the State Street Investment Analytics month end reporting cycle, State Street reaches out
YC Spreadsheet Recon EEE) = 16th b.d. to Investment Mangers and requests that they perform a summary reconciliation to determine if the
ng Spreadsheets - as of 1/17/2017 PPD 15 manager’s performance is within established tolerance to the custodian. Investment Managers are
Gadctal 2xy) asked to submit their monthly beginning balance, ending balance and rate of return by the 16%
started tired nd | il i -
?:fsp,mjm; m::H e 8 n:, G", u':u I R (RIE SEBIETe, EETMEI & 12th B.D. Business Day of each month. Below are the results for October and November 2016
Hotes: - Feed mail sent late to NRS
We have 1248 total worksheets.
e hare 75 workhents tht should b e b 3054/, October November
We have 454 worksheets that should be retired by 11/30/2016
We have 19 worksheets that need to be worked on
We have a backlog of 151 worksheets as NYC.
Total 357 Total 357|
Recon Stage et o . 3-Recondled 5o RN oo :p:’:‘: - Grand
& 1 o8 o 30 o
i ) . . 2017 Contract Renewals
OPP-ACT-NON US 1 E .
e BAM Senior Management Tracking - as of 12/01/2016
QFF-F-DISTD 4 = 28 Cotegory 3/2/2047|  3/31/2007| &/30/2047| 5212017 5/31/20d7| 6/30/2017| 9/30/2047| 10y1%/2017] 10/31/2047( 11/27/2017] 12/15/2017| 12/31/2017|Grand Total -
= s a 1n 121 = Administrative Services 1 Project Description sponsor "% GonDme EndDate  Swus
A e : 3 7 Conzuizznts 2 1 1 Manager
RE PEQ s 3 20 Corwertible Bonds 3|
RE PEQ-DIR w0 Custody & Related 1 1 .
REAL ASSETS s Funcamental Indexing 2 X . «
= E = = = = = e ations Emerging Markets Equity 5 v e | torarsores e sy o | scsioras | s | s | asvor | rsen <
Lcense Egreements 1 1 1 1 s s g e Tt Py - . ;
Master Custody 1 <
© Recontot  3.Tose . tosendto S Private Eguity Brokerage Services 1 !
= To i . e
Recon Stage 3 - Reconciled 4-Sent to 558 Real Estate Equity Services 6 B
== === = e [Tax Corauitant 3 Performance Bvalustions |\ e for a1 BAM ctoff members SeottEuans | Al Msnagers | S2072016 | /m2018 -
ar 0o - e oo 17.2% oo% [Tranztion Management Indezencent |
s 0.0% 0.8% 0.0% L% 1138 27% Evaluation Services 1
Grand Total 0.0% 15% s4% 0.0% 2% 23% Grand Total 1 7 1 1 1 3 2| 1 1 1 1 1 3
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Manager Oversight Due Diligence Meetings

Calendar Year 2016

42 9%

1000 e

100.0%

100.0%

Private Equity Public Equities Public Fixed Income QOFl Hedge Funds Infrastructure Real Estate

W Mot Visited or Scheduled Scheduled W Visited

Prepared by the New York City Comptroller's Office Bureau of Asset Management 9




Investment Operations Support — Middle Office Model

Oversight (14)

Public Markets Alternative
(6) Investments (8)

e [M Reconciliations
e Corporate Actions

Domestic ¢ Alternatives transaction
e QED/SSB Reconciliation recording (Spreadsheets)
e QED Migration e Alternatives Spreadsheet
e QED June 30 Migration Retirement
Reconciliation ¢ Mkt Value Reconciliation

Prepared by the New York City Comptroller's Office Bureau of Asset Management

Current State Investment Operations Support (25)

Director of Investment Operations Support
Lynne Fleischman (1)

Administration (1)

Services (7)

Expense

Management (4)

e Invoice Tracking & Reporting

¢ IM Fee Verification &
Payment (eCFM)

e Expense Manager
Maintenance

¢ Fee Payable Reconciliation

/%%\

Account
Management (3)

e Terminated Manager
Monitoring

¢ Transition & Rebalance
Monitoring

e Compliance Report
Resolution

Feb 2016 Organization
2016 New
2016 Retired

Asset Management Support

Research &
Management
Support (1)

e Special Projects

e Alternatives Cost Project
¢ Audit Requests

¢ Third Party Requests

¢ SSB Issue Resolution

System Support
& Change
Management (1)

e Policy & Procedures
e Controls

¢ Project Management
e Systems Support

10



Planned Future State - Investment Operations Support

Public Markets
%)

¢ [M Reconciliations

e Corporate Actions Domestic &
International

e Class Actions

® SSB Custody/Accounting
Reconciliation

e Reporting & Analysis

e Manager Analytics

Oversight (18)

Third Party
Services (3)

e Securities Lending

e Foreign Exchange

e Short Term Trading

e Class Action Vendor Oversight
e Risk Reporting & Analysis

Planned Future State Investment Operations Support (29)

Director of Investment Operations Support

Administration (1)

Alternative
Investments (8)

o Alternatives transaction recording
(Spreadsheets)

¢ Alternatives Spreadsheet
Retirement

e Mkt Value Reconciliation

¢ Alternatives transaction oversight
AlS, MCH, Consultant

® NYC Asset 1,2&3 recordkeeping

¢ ILPA Template Review

e Fee Verification

¢ Alternatives System
Implementation

e Analytics

Prepared by the New York City Comptroller's Office Bureau of Asset Management

Lynne Fleischman (1)

Services (7)

Expense
Management (4)

¢ Invoice Tracking & Reporting

* IM Fee Verification & Payment
(eCFM)

¢ Invoice payment & verification
ARAS

e Expense Manager Maintenance

¢ IM Fee Payable Reconciliation

Account
Management (3)

* Terminated Manager Monitoring

¢ Transition & Rebalance
Monitoring

e Compliance Report Resolution

e Account Opening/Closing

e Cash Account Monitoring

e CRM Management

Q1 2017 Organization
2017 New

2017 Retire

Asset Management Support (3)

Research &
Management
Support (1)

e Special Projects

o Alternatives Cost Project

¢ Audit Requests

¢ Third Party Requests

® SSB Issue Resolution

e Tax Reclaims/Filings

e Alternatives System & CRM
Implementation

System Support
& Change
Management (2)

® Policy & Procedures

e Controls

* Project Management

® Business System Support

e KPIs

e Scorecards

e Alternatives System & CRM
Implementation

1



VSF ASSET ALLOCATION




VSF Recommended Asset Allocation

O The Variable Supplement Funds (VSFs) have:

v" Relatively small asset balances.
v' Large annual cash outflows — Need Liquidity.

 Recommend Passive Portfolio that mimics 65/35 ACWI-IMI/Barclays Agg:

v" Passive accounts provide:
<+ Greater Equity Diversification.
< Greater Liquidity.
< Mitigates timing risk of active managers.
% Lower Fees.

,‘
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