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New York City Police Pension Fund

233 Broadway
New York, NY 10279 Kevin Holloran
{212) 693-5100 Executive Director

December 15,2013
To: Members of the Board of Trustees, New York City Police Pension Fund

1 am pleased to present the Comprehensive Annual Financial Report (CAFR) of the New York City Police
Pension Fund (the Plan); a Pension Trust Fund of the City of New York, for the fiscal year ended June 30,
2013. Responsibility for accuracy of the data, the completeness and fairness of the presentation, including
all disclosures, rest with the management of the Plan. To the best of our knowledge and belief, the enclosed
data is accurate in all material respects and is reported in a manner désigned to present fairly the financial
position and results of the operations of the Plan. All disclosures necessary to enable the reader to gain an
understanding of the financial activities of the Plan have been included. The CAFR is presented in five
sections.

The independent auditor’s report on the financial statements for fiscal year ended June 30, 2013 by the
accounting firm of Deloitte & Touche LLP is included in the financial section of this CAFR. The audit was
conducted in accordance with generally accepted auditing standards.

Background of the Fund
The New York City Police Pension Fund (Subchapter 2) was incorporated on March 1, 1940 and

commenced business on March 29, 1940, The Fund succeeded the Pension Fund Subchapter 1 (Article 1)
that was established for New York City Police prior to 1940. In 1995, Subchapter 1 merged into 2.

The Board of Trustees consists of twelve members, Voting rights are as follows; the Police Commissioner,
the Mayor, the Comptroller and the Commissioner of Finance with one and one-half votes each, four
specified officers of the Patrolmen’s Benevolent Association with one vote each, and the presidents of the
Detectives Endowment Association, the Sergeants Benevolent Association, the Lieutenants Benevolent
Association and the Captains Endowment Association, with one half vote each. Meetings are held every
month but special meetings may be called by the Board Chairman or requested by a quorum of members
with at Jeast five votes combined.

Major Initiatives
The New York City Police Pension Fund (PPF) was granted corpus funding in 2001 te improve service to

our active and retired members. Corpus funding has enabled the PPF to establish a new headquarters and
initiated major upgrades to its computer infrastructure and capabilities. Over the past twelve years, the PPF
has implemented many Information Technology (IT) enhancements. The following are some
accomplishments for fiscai year 2013.

s  Microsoft’s Virtual Server Technology 2012 Hyper-V — The PFF has converted 100% of our
targeted servers to virtual machines. Currently we have 56 virtual servers and 14 special purpose
machines that for technical reasons must remain physical servers.

o Centralized Data Storage with EMC VNX 5300 — In parailel with our move to server
virtualization, we are also consolidating our disk storage into a central 50 TB Storage Array
Network (SAN) device, Besides benefiting from shared tiered disk storage, we now have a
hardware platform to replicate data for our disaster recovery site, in real-time speed.

s Post-Sandy Disaster Recovery Site Enhancements — The Fund is also in the process of
enhancing our Disaster Recovery (DR) site to be ready for future disruptions to service. We have
a 50 TB (SAN) disk at both headquarters and the Telehouse {DR) Site that will be duplicated in
real-time over a fast | GB EPL telecommunication line. This will allow the Telehouse site to be a
backup site or run as our main computer facility.

¢ Internet Browser Isolation — We continue to secure our network against Cyber spyware attacks.

Wiz Tdaem .



The Fund has moved to a “Green” and a “Red” network. On the Green network, users perform
daily tasks on a secure workstation that has access only to twelve Internet websites, reducing the
risks of infection. On the Red network, we have deployed 19 laptops, with Internet access
controlled by our Barracuda web filter. Staff may perform Internet research without risking
member data,

*  Microfiche Converted to PDF Documents — The PPF recently completed a project using an
outside vendor to convert our historical microfiche films into PDF documents. These documents
were then added to our Xerox Archive Docushare Image Management System. The vendor
converted 135,000 TAX ID folders containing over 6.7 million images.

* World Trade Center (WTC) 9/11 Document Image Management System — The PPF also
stores 140,000 PDF documents containing over 1.2 million pages, as part of the City’s WTC 9/11
verification project. The images are processed with an OCR engine to index text with PDF files.
The files are then added to a Xerox Docushare server to create a master index. It is now possible to
locate a document by Name, TAX ID and Shield Number from computer generated New York
Police Department’s Roll Call documents and other forms.

Investments

Investment policy is subject to the Board of Trustees approval and Plan operations fall within the confines
of the Administrative Code of New York City, the State Retirement and Social Security Laws. The
Comptrolier of the City of New York is Chief Custodian and acts as an Investment Advisor to the Plan. In
addition, the Plan employs several independent investment consultants as investment advisors. The Plan
also utilizes several investment managers to manage the long-term debt and the equity portfolios. The
managers are regularly reviewed, with regard to both their investment performance and for adherence to
investment guidelines. There are four main factors influencing the philosophy of the Board of Trustees,
namely; Risk -Tolerance, Returns, Diversification and Liquidity. The Investment policy adopted is
therefore designed to minimize risks while maintaining a competitive yield from investments. The strategy
used to implement this, is the allocation of assets, diversified into a broad array of instruments, As of June
30, 2013, the policy mix was represented by the following categories; Domestic Equity 39.8%, Fixed
Income 30.6%, NYC Core plus five 16.7%, Emerging Markets 5.9% and 7% among others. With $29
billion under management, total investments return for fiscal year 2013 was 12.28%, slightly below the
POLICE policy benchmark of 12.99%. For the 3 years trailing, the return was 11.76%, also lower than the
POLICE policy benchmark of 13.15%. A full discussion on financial information for investment activities,
investment policy, safeguards, strategies and yield information of the Plan is in the Investment Section of
this CAFR along with various charts, schedules and a consolidated performance report.

Financial Highlights

The Plan’s financial statements for 2013 indicate that net position held for pension benefits increased by
$3.5 billion or 14%, to $29.0 billion over the prior year. For fiscal year 2012, net position held for pension
benefits rose by $731.0 million or 3%, to $25.5 billion from fiscal year 2011. During fiscal year 2013 the
Plan recorded a large increase in net investment income, directly attributed to a rise in total contributions,
higher interest income and dividends received. A strong performance by the investments portfolio of the
Plan helped support a turnaround in net appreciation reported.

The following table gives percentage changes and dollar amounts in thousands, of selected accounts from
the past two years financial statements;

Description - FY’2013 FY’2012 % change
Member Contributions $229,675 $216,172 6.2
Employer Contributions 2,424,690 2,385,731 i.6
Interest Income 376,434 361,931 4.0
Dividend Income 393,640 333,334 18.1

Net Investment Income 3,030,001 224,044 1,252.4
Benefit Payments & $2,157,547 $2,083,906 35
Withdrawals

Funding

The New York City Police Pension Fund was established to provide members and beneficiaries with
retirement, disability and death benefits, primarily based on salary and length of service. The primary
financial objective of the Fund is to ensure a level of funding through contributions and investment income

-




- AR R

tnat will support payment ol these beneiits. A review of the assefs held gives an indication of the Fund’s
fiscal health and the income potential from investments. It also gives the participants a high degree of
assurance that benefits will continue into the future. We have a detailed discussion on the subject in our
Management Discussion and Analysis section of this report.

Comparing the Actuarial Accrued Liability to the Actuarial Value of Assets provides an indication of the
funding progress of the pension plan. As noted in Schedule 1 in the Financial Section, the Funded Ratio,
determined in conformity with the Plan’s funding method, equals 61.1%. For informational purposes only,
other measures of funded status are provided in the Actuarial Section,

Economic Conditions

Economic conditions at both the National and City levels have a dominant impact on the activities of the
financial markets and the investment industry. Positive investment results, measured in profit and loss,
stimulate growth of the Pension Fund’s assets. Also, the level of taxpayer money required to fund pension
benefits is influenced by prevailing economic conditions. A look at conditions in fiscal year 2013 showed
that the national economy had another year of positive growth. The City’s economy also experienced
positive growth. Among the main issues frequently reported in the media were; the conditions of the labor
markets, the state of the housing markets, national economic recovery efforts and the prevailing debt issues
among certain countries in the European Union (EU).

The national economy, as measured by real Gross Domestic Product (GDP), the output of goods and
services produced by labor and property in the US grew 2.5% in the second quarter of 2013, slightly above
the 2.0% growth reported for the same period last year. The pace of economic growth is considered to be
moderate. However, the national housing market, supported initially by low mortgage rates, expanded
activities that fostered some job creation in construction, real estate brokerage and home furnishings. The
Federal Reserve Bank, (the Fed) pointed to the fact that nearly eight million people in the country, who
would prefer full-time work, are working part-time. But, the labor market is improving with modest
declines noted in the unemployment rate. Meanwhile, the City’s economy, as measured by change in real
Gross City Product (GCP) grew 1.8%, slightly above the 1.3% growth in fiscal year 2012. The City added
76,400 private sector jobs this year, led by healtheare, professional, business and educational services.
Also, the unemployment rate fell from 9.3% to 8.9% and personal income tax withholdings rose by 6.3%.
The City’s residential market is improving; pricing is stronger, inventory. of homes for sale is lower and
new housing permits to developers up by some 47%. The Fed continues to monitor national economic
developments and uses monetary policy in the recovery efforts. Its commitment, evidenced by the
Quantitative Easing policy (QE3) has allowed purchases of $40 billion in mortgage- backed securities,
added to longer- term Treasury Securities purchases of $45 billion, respectively, each month. This asset
purchase program is expected to keep longer term interest rates down and help stimulate growth. When
certain economic improvements are noted, the Fed will consider tapering the purchases which has
reportedly reached $4 trillion since the financial crises. It is also noted that the benchmark discount rate
remains unchanged in the 0 ~ .25% range.

The monetary policy adopted appears to be helping the recovery efforts, but the pace of economic growth is
moderate. Besides, the recent government shutdown, the debt ceiling crisis and reported budget
disagreements in congress suggest that fiscal policy may negatively impact economic growth. Pressures in
the European Union and the Global financial markets have eased slightly. However, potential risks to our
economy from slow economic growth of member countries still exist. It is encouraging to note that the US
financial markets continued to perform well during the year, reaching record levels. Both consumer
spending and corporate profits are rising. The housing market is strengthening and despite a recent rise in
mortgage rates, home values rose by 12 %. The national unemployment rate declined to 7.2% in October
from 7.6% in June, 2013. But it is unlikely that there will be a change in monetary policy, until the
unemployment rate falls to 6.5% and economic recovery is gaining momentum.

Financial and Budgetary Controls

The management of the Plan is responsible for establishing and maintaining an internal control structure
designed to ensure that assets are protected from loss, theft, or misuse and that preparation of financial
statements conforms to generally accepted accounting principles. The internal control structure is designed
to provide reasonable but not absolute assurance that these objectives are met. The Plan also maintains
budgetary controls. An annual examination of internal controls is performed in accordance with the City
Comptroller’s Directives. The latest study and evaluation disclosed no material weakness. Also, the Audit



Committee of the City of New York, which includes experts in Accounting and Municipal Finance from
the private sector, oversees the independent audit process.

Othet Information

Awards

This rep report complies with the principles of governmental accounting and reporting standards, promul gated
by the Governmental Accounting Standards Board. It will be forwarded for annual review to the
Government Finance Officers Association (GFOA) who awards the Certificate of Achievement for
Excellence in Financial Reporting. In order to be awarded the prestigious certificate, a government unit
must publish an easily readable and efficiently organized financial report that conforms to program

standards. Such report must satisfy both generally accepted accounting principles and applicable legal
requirements.

The GFOA has awarded the Certificate of Achievement for Excellence in Financial Reporting to the New
York City Police Pension Fund Subchapter 2, annually, since fiscal year 1986. We believe that our current
report satisfies the GFOA program requirements. Should we receive the award again this year, it would be
over twenty-five years that this honor is bestowed upon the New York City Police Pension Fund; a record
for which we are quite proud.

Acknowledgements

The compilation of this CAFR is a reflection of the hard work and dedication of the management and staff
of the New York City Police Pension Fund. I thank them for their efforts and cooperation in this endeavor.
I also thank the office of the City Actuary, the Comptroller’s Office and the investment advisors of the Plan
for the data and other information provided during the preparation of this report. A special thanks to our
Accounting Unit for its preparation of accounting and statistical data in an accurate and expeditious manner
for this report. To you, members of the Board of Trustees, I express my sincere gratitude for outstanding
leadership and support during fiscal year 2013,

This CAFR is intended to provide sufficient and reliable information that will help serve, as a basis for

management decision making, in determining compliance with legal requirements and as a means of
indicating stewardship of the assets of the Plan. I am confident that this goa! has been achieved.

Respe Y.

olforan,
Executive Director.
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30 Rockefeller Plaza
New York, NY 10112-0015
USA

Tel: +1 212 482 4000
Fax: +1212 492 5000
www.deloitte.com

INDEPENDENT AUDITORS’ REPORT

To the Board of Trustees of the
New York City Police Pension Fund:

Report on the Financial Statements

We have audited the accompanying statements of plan net position of the New York City Police Pension
Fund (the “Plan™) as of June 30, 2013 and 2012, and the related statements of changes in plan net position
for the years then ended, and the related notes to the financial statements, which collectively comprise the
Plan’s basic financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this includes
the design, implementation, and maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud or
error.

Auditors® Responsibility

Our responsibility is to express an opinion on these financial statements based on our audits, We
conducted our audits in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditor's judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or etror.
In making those risk assessments, the auditor considers internal control relevant to the Plan's preparation
and fair presentation of the financial statements in order to design audit procedures that are appropriate in
the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the Plan's
internal control. Accordingly, we express no such opinion. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of significant accounting estimates
made by management, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinion.
Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the plan
net position as of June 30, 2013 and 2012, and the changes in plan net position for the years then ended in
accordance with accounting principles generally accepted in the United States of America.

Member of
Deloitte Touche Tohmatsu



Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the Management’s
Discussion and Analysis, Schedule 1, Schedule 2 and Schedule 3, as listed in the table of contents, be
presented to supplement the basic financial statements. Such information, although not a part of the basic
financial statements, is required by the Governmental Accounting Standards Board who considers it to be
an essential part of financial reporting for placing the basic financial statements in an appropriate
operational, economic, or historical context. We have applied certain limited procedures to the required
supplementary information in accordance with auditing standards generally accepted in the United States
of America, which consisted of inquiries of management about the methods of preparing the information
and comparing the information for consistency with management’s responses to our inquiries, the basic
financial statements, and other knowledge we obtained during our audit of the basic financial statements.
We do not express an opinion or provide any assurance on the information because the limited procedures
do not provide us with sufficient evidence to express an opinion or provide any assurance.

Other Supplementary Information

Our audits were conducted for the purpose of forming an opinion on the basic financial statements. The
Introductory Section, Additional Supplementary Information, Investment Section, Actuarial Section, and
Statistical Section, as listed in the foregoing table of contents, are presented for the purpose of additional
analysis and are not a required part of the basic financial statements.

The Additional Supplementary Information is the responsibility of management and was derived from
and relates directly to the underlying accounting and other records used to prepare the basic financial
statements. Such information has been subjected to the auditing procedures applied in the audits of the
basic financial statements and certain additional procedures, including comparing and reconciling such
information directly to the underlying accounting and other records used to prepare the basic financial
statements or to the basic financial statements themselves, and other additional procedures in accordance
with auditing standards generally accepted in the United States of America by us and the other auditors.
In our opinion the Additional Supplementary Information is fairly stated, in all material respects, in
relation to the basic financial statements taken as a whole.

"The Introductory Section, Investment Section, Actuarial Section, and Statistical Section have not been
subjected to the auditing procedures applied in the audit of the basic financial statements and,
accordingly, we do not express an opinion or provide any assurance on them.

Da.u'a:aji— Toweda LLP

Qctober 29, 2013




NEW YORK CITY POLICE PENSION FUND
MANAGEMENT DISCUSSION AND ANALYSIS (UNAUDITED)
JUNE 30, 2013 AND 2012

This narrative discussion and analysis of New York City Police Pension Fund (“POLICE” or the “Plan”),
also known as the New York City Police Department, Subchapter Two Pension Fund, financial
performance provides an overview of the Plan’s financial activities for the fiscal years ended June 30,
2013 and 2012. It is meant to assist the reader in understanding the Plan’s financial statements by
providing an overall review of the financial activities during the years and the effects of significant
changes, as well as a comparison with the prior years’ activity and results. This discussion and analysis is
intended to be read in conjunction with the Plan’s financial statements.

Overview of Basic Financial Statements

The following discussion and analysis is intended to serve as an introduction to the Plan’s basic financial
statements. The basic financial statements are:

¢ The Statement of Plan Net Position - presents the financial position of the Plan at fiscal year-
end. It provides information about the nature and amounts of resources with present service
capacity that the Plan presently controls (assets), consumption of net assets by the Plan that is
applicable to a future reporting period (deferred outflow of resources), present obligations to
sacrifice resources that the Plan has little or no discretion to avoid (liabilities), and acquisition of
net assets by the Plan that is applicable to a future reporting period (deferred inflow of resources)
with the difference between assets/deferred outflow of resources and liabilities/deferred inflow of
resources being reported as net position. Investments are shown at fair value, All other assets and
liabilities are determined on an accrual basis.

¢ The Statement of Changes in Plan Net Position - presents the results of activities during the
year. All changes affecting the assets and liabilities of the Plan are reflected on an accrual basis
when the activity occurred, regardless of the timing of the related cash fiows. In that regard,
changes in the fair values of investments are included in the year’s activity as net appreciation
(depreciation) in fair value of investments.

¢ The Notes to Financial Statements - provide additional information that is essential to a full
understanding of the data provided in the financial statements. The notes present information
about the Plan’s accounting policies, significant account balances and actmtles, material risks,
obligations, contingencies and subsequent events, if any.

Required Supplementary information - as required by the Governmental Accounting Standards Board
(“GASB”) is presented after the Notes to the financial statements. The financial statements are prepared
in accordance with GASB Pronouncements,

FINANCIAL HIGHLIGHTS

The Plan’s net position held in trust for pension benefits increased by $3.5 billion, or 14% to $29 billion
in fiscal year 2013 compared to fiscal year 2012, and increased by $731.0 million, or 3% to $25.5 billion
in fiscal year 2012 compared to fiscal year 2011. The Plan net position held in trust for pension benefits
increased in fiscal years 2013 and 2012 due to the significant increase in the fair value of investments and
the continued growth of the national economy.



Changes in Plan Net Position

Years ended June 30, 2013, 2012, and 2011

(in thousands)

Additions:

Member contributions

Employer contributions

Net investment income

Litigation Income

Net receipts from other retirement systems
Total additions

Deductions:

Benefit payments and withdrawals
Administrative expenses

Transfer to PSOVSF

Total deductions

Net Increase in Plan Net Position

2013 2012 2011
$ 229,675  $ 216,172 $ 206,859
2,424,690 2,385,731 2,084,563
3,030,001 224,043 4,535,097
1,406 483 -
4,559 5,069 2,561
5,690,331 2,831,498 6,829,080
2,157,547 2,083,906 2,049,193
17,548 16,578 16,141
8,169 - -
2,183,264 2,100,484 2,065,334
$ 3,507,067 $ 731,014  $ 4,763,746

During fiscal year 2013, member contributions increased by 6% to $229.7 million, above fiscal year 2012

contributions of $216.1 million. During fiscal year 2012, member contributions increased by 5% to

$216.1 million, above fiscal year 2011 contributions of $206.9 million. These increases were primarily
due o more members increasing their pension deductions.

Employer contributions received in fiscal year 2013 were $2.42 billion, an increase of 1.6% over fiscal

year 2012 contributions of $2.39 billion primarily due to the net result of actuarial gains and losses.

Employer contributions received in fiscal year 2012 were $2.39 billion, an increase of 14% over fiscal
year 2011 contributions of $2.08 billion.due to changes in actuarial methods and assumptions for fiscal

years beginning 2012.

Plan benefits and withdrawals were $2.16 billion, § 2.08 billion, and $2.05 billion for the fiscal years

ended June 30, 2013, 2012, and 2011, respectively. The increase is primarily due to the additional pension

benefits costs.

In fiscal year 2002, Chapter 292 of the New York State Laws of 2001 provided the Plan with corpus

funding for administrative expenses. In fiscal year 2013, the Plan incurred $17.5 million; in fiscal year

2012, the Plan incurred $16.6 million; and in fiscal year 2011, the Plan incurred $16.1 million in

administrative expenses.




1|
L
i

PLAN NET POSITION

In fiscal year 2013 the Plan experienced a 14% upward movement due to an increase in fair value of
investments compare to fiscal year 2012, which noted a 3% increase from 2011.

Plan Net Position

‘('l‘;"t‘;lig; ::(113; 2012, and 2011 2013 2012 2011
Cash $ 18,110 $ 23,142 $ 11,116
Receivables 1,435,176 976,255 945,334
Investments, at fair value 29,952,316 26,106,979 25,906,852
Collateral from securities lending 3,174,158 2,222,853 2,238,008
Other assets 12,697 . 193,665 9,577
Total assets 34,592,457 29,522,894 29,110,387
Accounts payable and other liabilities 2,426,400 1,815,200 2,119,060
Payables for securities lending transactions 3,179,116 2,227,811 2,242,967
Total liabilities 5,605,516 4,043,020 4,362,027

Plan Net Position Held In Trust for Benefits § 28,986,941

3 25,479,874

$ 24,748,860

The Plan’s receivables and payables related to investment securities are primarily generated through the
timing of differences between the trade and settlement dates for investment securities purchased or sold.

Investment Summmary Fair Value
(in thousands)

June 30, 2012
§ 1,316,038
7,245,251
745,519
36,704

10,329
9,297,941

3,939,397
2,222,853

3,515,800

June 30, 2011
b 2,244,124
5,983,006
34,784
11,286
9,880,565
135,584
586,886
4,525,533
2,238,008
2,505,084

Type of Investment June 30, 2013
Short-Term Investments $ 1,015,106
Debt Securities- U.S. Government and Corporate 6,722,127
Fixed Income 1,571,283
Yankee Bonds 31,510
Promissory Notes 5,563

Domestic Equity Securities 11,491,706
Mutual Fund-Mortgages -
Treasury Inflation-Protected Securities -
Mutual Funds- International Equity 4,670,297
Security Lending Transactions 3,174,158
Private Equity 4,444 724
Total $ 33,126,474

§ 28,329,832

$ 22,976,357

1



Due to the long-term nature of the Plan’s liabilities, the assets are invested with a long-term investment
horizon. Assets are invested in a diversified portfolio of capital market securities. Investments in these
assets are expected to produce higher returns, but are also subject to greater volatility and may produce
negative retums. For example, the Russell 3000 Index, a broad measure of the United States Stock
market, in fiscal years 2013 and 2012 gained 21.46% and 3.84%, respectively. Also in 2013, the Europe,
Australia, and Far East international index gained 18.62%, and in 2012, the Europe, Australia, and Far
East international index lost 13.83%. In fiscal year 2013, the less-developed international market gained
3.23%, and in fiscal year 2012, the less-developed international market lost 15.67%. The returns of the
Fund have been consistent with the broad market trend. For the three-year pericd ended June 30, 2013,
the overall rate of return on investments was a gain of 11.76%, for the five-year period the overall rate of
return was a gain of 5.26%, and for the ten-year period there was a gain of 7.64%.

Assets are invested long-term for the benefit of the Plan’s participants and their beneficiaries. All
investments are managed by registered investments advisors, pursuant to applicable laws and to
guidelines issued by the Comptroller. Collectively, the investments utilize twenty seven domestic equity
managers, ten developed market managers, fifty six emerging market managers, eleven hedge fund
managers, thirty three private real estate managers, one real estate equities manager, one hundred and
six private equity investments managers, forty six fixed income managers. Assets are allocated in
accordance with plan policy adopted periodically by the Plan’s Board of Trustees. The percentage in each
category is determined based on a study indicating the probable rates of return and levels of risk for
various assets’ allocations. The actual allocation may vary from this policy mix as market values shift and
as investments are added or terminated.

Contact information

This financial report is designed to provide a general overview of the New York City Police Pension
Fund’s finances. Questions concerning any data provided in this report or requests for additional
information should be directed to Chief Accountant, New York City Police Pension Fund, 233 Broadway,
25™ Floor, New York, NY 10279.
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NEW YORK CITY POLICE PENSION FUND

STATEMENTS OF PLAN NET POSITION
JUNE 30, 2013 AND 2012
(In thousands)

ASSETS:
Cash
Receivables:
Investment securities sold

Member loans (Note 6)
Accrued interest and dividends

Total receivables

INVESTMENTS — At fair value (Notes 2 and 3):

Short-term investments:
Commercial paper
Short-term investment fund
U.S. treasury bills
Discount notes

Debt securities:

U.S. government
Corporate
Yankee bonds
Equities:
Domestic
Private equity
Mutual funds — international equity

Mutual Fund:
** Fixed Income
Domestic equity
Promissory notes
Collateral from securities lending

Total investments
OTHER ASSETS
Total assets

LIABILITIES:
Accounts payable
Payable for investment securities purchased
Accrued benefits payable
Securities lending (Note 2)

Total liabilities

PLAN NET POSITION HELD IN TRUST FOR BENEFITS

**Includes Mutual Fund mortgages and TIPS.

See notes to financial statements.

2013 2012

$ 18110 § 23,142
1,101,260 642,412
261,906 257,077
72,010 76,766
1,435,176 976,255
258,612 570,837
563,187 538,859
137,235 143,550
56,072 62,792
3,279,722 3,599,981
3,442,405 3,645,270
31,510 36,704
11,491,706 9,297,798
4,444,724 3,515,800
4,670,297 3,939,397
1,571,283 745,519
- 143
5,563 10,329
3,174,158 2,222,853
33,126,474 28,329,832
12,697 193,665
34,592,457 29,522,894
269,071 249,190
2,113,320 1,531,923
44,009 34,096
3,179,116 2,227,811
5,605,516 4,043,020
$28,986,941  $25,479,874




NEW YORK CITY POLICE PENSION FUND

STATEMENTS OF CHANGES IN PLAN NET POSITION
YEARS ENDED JUNE 30, 2013 AND 2012
(In thousands)

ADDITIONS:
Contributions:
Member contributions
Employer contributions

Total contributions

Investment income (Note 2):
Interest income
Dividend income
Net appreciation in fair value of investments

Total investment income

Less investment expenses
Net income

Securities lending transactions:
Securities lending income
Securities lending fees

Net securities lending income

Net investment income

Other — net receipts from other retirement systems
Litigation Income

Total additions

DEDUCTIONS:
Benefit payments and withdrawals (Note 1)

Administrative expenses
Transfer to PSOVSF

Total deductions

INCREASE IN PLAN NET POSITION

PLAN NET POSITION HELD IN TRUST FOR BENEFITS:
Beginning of year
End of year

. See notes to financial statements.
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2013

2012
$ 229,675 $ 216,172
2,424,690 2,385,731
2,654,365 2,601,903
376,436 361,931
393,640 333,333
2,348,307 (394,985)
3,118,383 300,279
105,960 91,685
3,012,423 208,594
20,594 16,551
(3,016) (1,102)
17,578 15,449
3,030,001 224,043
4,559 5,069
1,406 483
5,690,331 2,831,498
2,157,547 2,083,906
17,548 16,578
8,169 0
2,183,264 2,100,484
3,507,067 731,014
25,479,874 24,748,860
$28,986,941 $25,479,874




NEW YORK CITY POLICE PENSION FUND

NOTES TO FINANCIAL STATEMENTS
YEARS ENDED JUNE 30, 2013 AND 2012

PLAN DESCRIPTION

The City of New York (“The City”) maintains a number of pension systems providing benefits for
employees of its various agencies (as defined within New York State (“State”) statutes and City laws).
The City’s five major actuarially-funded pension systems are the New York City Police Pension Fund
(“POLICE” or the “Plan™), the New York City Employees’ Retirement System (NYCERS), the
Teachers’ Retirement System of the City of New York — Qualified Pension Plan (TRS), the New York
City Board of Education Retirement System — Qualified Pension Plan (BERS) and the New York Fire
Department Pension Fund (FIRE). Each pension system is a separate Public Employee Retirement
System (PERS) with a separate oversight body and is financially independent of the others.

In conjunction with the establishment of an administrative staff separate from the New York City Police
Department, in accordance with Chapter 292 of the Laws of 2001, the New York City Police
Department, Subchapter Two Pension Fund, is generally being referred to herein as the New York City
Police Pension Fund, as set forth in Administrative Code of the City of New York Section 13-214.1.

The Plan is a single-employer PERS. The Plan provides pension benefits for fufl-time uniformed
employees of the New York City Police Department (the “Employer”). All full-time uniformed
employees of the New York City Police Department become members of the Plan upon employment.

The Plan functions in accordance with existing State statutes and City laws. It combines features of a
defined benefit pension plan with those of a defined contribution pension plan. Contributions are made
by the Employer and the members.

In June 1991, the Governmental Accounting Standards Board (GASB) issued Statement No. 14,

The Financial Reporting Entity. The definition of the reporting entity is based primarily on the notion of
financial accountability. In determining financial accountability for legally separate organizations, the
Plan considered whether its officials appoint a voting majority of an organization’s governing body and
is either able to impose its will on that organization or if there is a potential for the organization to
provide specific financial benefits to, or to impose specific financial burdens on, the Plan. The Plan also
considered whether there are organizations that are fiscally dependent on it. It was determined that there
are no component units of the Plan.

The Plan is included in the Pension and Other Employee Benefit Trust Funds section of The City’s
Comprehensive Annual Financial Report (CAFR).
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At June 30, 2011 and 2010, the dates of the Plan’s most recent actuarial valuations, the Plan’s
membership consisted of:

2011 2010
Retirees and beneficiaries receiving benefits 45,755 44,634
Terminated vested members not yet receiving benefits - 780 348
Other inactives* 1,643 1,836
Active members receiving salary 33,705 34,597
Total 81,883 81,915

* Represents members who are no longer on payroll but not otherwise classified,

Under the One-Year Lag Methodology (OYLM) in effect for Fiscal Years beginning 2006, the actuarial
valuation determines the Employer Contribution for the second following Fiscal Year. June 30, 2011
and June 30, 2010, are the dates used for calculating Fiscal Year 2013 and Fiscal Year 2012 Employer
Contributions, respectively.

The Plan provides three main types of retirement benefits: service retirements, ordinary disability
retirements (non job-related disabilities) and accident disability retirements (job-related disabilities). For
Tier I (Tier 1) and Tier IT (Tier 2) members, the Plan generally provides:

* A service retirement benefit provides an allowance of one-half of final salary after 20 years or
25 years of service (as elected), with additional benefits equal to a specified percentage per year of
service (currently approximately 1.67%) of average salary times the number of years of service in
excess of the 20-year or 25-year minimum. These additional benefits are increased, where
applicable, by an annuity attributable to member contributions with respect to service over the
20-year or 25-year minimum and by any benefits attributable to the Increased-Take-Home-Pay
(ITHP) contributions accumulated after such qualifying service. ITHP represents amounts
contributed by The City in lieu of members’ own contributions. These amounts reduce the
contributions that members would have to make to the Plan during their service and thereby increase
their take-home pay. Members have the choice of waiving their ITHP reduction, which would
reduce their take-home pay, but provide them with additional benefits upon retirement.

*  An ordinary disability retirement benefit generally provides a pension equal to 1/40 of final salary
times the number of years of service but not less than one-half of final salary if ten or more years of
service were completed, or one-third of final salary if less than ten years of service were completed.

* An accident disability retirement benefit provides a pension of three-fourths of final salary plus an
increment as described above based on years of service in excess of the 20-year or 25-year minimum
plus an annuity based on the member’s contributions with accumulated interest and the amount
accumulated under the ITHP program.

Annuities attributable to member contributions are reduced on an actuarial basis for any loans with
unpaid balances outstanding at the date of retirement.

Chapter 659 of the Laws of 1999 reduced the amount of service credit needed for vesting purposes to
five years, subject to certain conditions. In addition, the Plan includes provisions for death benefits.
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During the Spring 2000 session, the State Legislature approved and the State Governor (“Governor™)
signed laws that provide automatic Cost-of-Living Adjustments (COLA) for certain retirees and
beneficiaries (Chapter 125 of the Laws of 2000), an increase of the ITHP contribution rate to 5.0% from
2.5% for certain Tier 1 and Tier 2 members (Chapter 373 of the Laws of 2000) and a revised definition
of salary to be used in the computations of certain Tier 2 benefits (Chapter 372 of the Laws of 2000).

Finally, certain service retirees also receive supplemental benefits under the New York City Police
Department Variable Supplements Funds, which are not included in these financial statements.

The New York State Constitution provides that the pension rights of public employees are contractual
and shall not be diminished or impaired. In 1973, amendments were made to the State Retirement and
Social Security Law (RSSL) to modify certain benefits for employees joining the Plan on or after the
effective date of such amendments. These amendments, which affect employees who joined the Plan on
and after July 1, 1973, established certain benefit limitations relating to eligibility for retirement, the
salary base for benefits and maximum benefits. Recent laws, including but not limited to Chapter 372 of
the Laws of 2000 which provides a revised definition of salary base to be used in the computation of
certain benefits for Tier 2 members of the Plan and Chapter 589 of the Laws of 2001 which eliminated
the Tier 2 maximum 30 years of service limitation, have lessened these limitations.

Tier III (Tier 3) — In June of 2009, the Governor vetoed legislation that would have extended Tier II
(Tier 2) to members hired after June 30, 2009. As a result of the Governor’s veto, POLICE members
hired on and after July 1, 2009 are covered under Tier III (Tier 3).

Tier VI (Tier 6) — During March 2012 the Governor signed Chapter 18 of the Laws of 2012 (“Chapter
18/12”) that placed certain limitations on the Tier 3 and Tier 4 benefits available to participants hired on
and after April 1, 2012 in most New York State PERS, including POLICE. These changes are
sometimes referred to as Tier 6.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES AND PLAN ASSET MATTERS

Basis of Accounting — The Plan uses the accrual basis of accounting where the measurement focus is
on the flow of economic resources. Revenues are recognized in the accounting period in which they are
eamed and expenses are recognized in the period incurred. Contributions from members are recognized
when the employer makes payroll deductions from Plan members. Employer contributions are
recognized when due and the employer has made a formal commitment to provide the contributions.
Benefits and refunds are recognized when due and payable in accordance with the terms of the Plan.

Investment Valuation — Investments are reported at fair value. Securities purchased pursuant to
agreements to resell are carried at the contract price, exclusive of interest, at which the securities will be
resold. Fair value is defined as the quoted market value on the last trading day of the period, except for
the Short-Term Investment Fund (“STIF”) (a money market fund), International Investment funds
(“IIF”) and Alternative Investment funds (“ALTINVF™). The IIF are private funds of publicly traded
securities which are managed by various investment managers on behalf of the Plan. Fair value is
determined by Plan management based on information provided by the various investment managers.
The investment managers determine fair value using the last available quoted price for each security
owned adjusted by any contributions to or withdrawals from the fund during the period. The ALTINVF
are Investments for which exchange quotations are not readily available and are valued at estimated fair
value as determined in good faith by the General Partner (“GP”). These investments are initially valued
at cost with subsequent adjustments that reflect third party transactions, financial operating resuits and
other factors deemed relevant by the GP. Fair value is determined by plan management based on
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information provided by the various GP’s after review by an independent consultant and the custodian
bank for the fund.

Purchases and sales of securities are reflected on the trade date. Dividend income is recorded on the ex-
dividend date. Interest income is recorded as earned on the accrual basis.

No investment in any one security represents 5% or more of the Plan net position held in trust for
- benefits,

The Plan does not possess an investment risk policy statement nor does it actively manage Plan assets to
specified risk targets. Rather, investment risk management is an inherent function of our asset allocation
process. Plan assets are diversified over a broad range of asset classes and encompass multiple
investment strategies aimed at limiting concentration risk.

Income Taxes — Income earned by the Plan is not subject to Federal income tax.

Accounts Payable — Accounts payable is principally comprised of amounts owed to the Plan’s banks
for overdrawn bank balances. The Plan’s practice is to fully invest cash balances in most bank accounts
on a daily basis. Overdrawn balances result primarily from outstanding benefit checks that are presented
to the banks for payment on a daily basis and these balances are routinely settled each day.

Securities Lending Transactions — State statutes and Board policies permit the Plan to lend its
investments to broker-dealers and other entities for collateral, for the same securities in the future with a
simultaneous agreement to return the collateral in the form of cash, treasury and U.S. Government
securities. The Plan’s custodian lends the following types of securities: short-term securities, common
stock, long-term corporate bonds, U1.S. Govemment and U.S. Government agency bonds, assei-backed
securities and international equities and bonds held in collective investment funds. In return, it receives
collateral in the form of cash, U.S. Treasury and U.S. Government agency securities at 100% to 105% of
the principal plus accrued interest for reinvestment. At June 30, 2013 and 2012, management believes,
the Plan had no credit risk exposure to borrowers because the amounts the Plan owed the borrowers
equaled or exceeded the amounts the borrowers owed the Plan. The contracts with the Plan’s custodian
require borrowers to indemnify the Plan if the borrowers fail to return the securities and if the collateral
is inadequate to replace the securities loaned or fail to pay the Plan for income distributions by the
securities’ issuers while the securities are on loan. All securities loans can be terminated on demand
within a period specified in each agreement by either the Plan or the borrowers. Cash collateral is
invested in the lending agents’ short-term investment pools, which have a weighted average maturity of
189 days. The underlying fixed income securities, which comprise these pools, have an average maturity
of 10 years.

During Fiscal Year 2003, the value of certain underlying securities became impaired because of the
credit failure of the issuer. Accordingly, the carrying amount of the collateral reported in the Plan’s
statements of plan net position for Fiscal Year 2003 was reduced by $15 million to reflect this
impairment and reflect the net realizable value of the securities purchased with collateral from securities
lending transactions. In May 2004, the Plan received $1.1 million from a distribution in bankruptcy
proceedings from the defaulted issuer. In August 2004, the Plan received $2.8 million as partial
settlement from parties involved in the initial purchase of the impaired security. Fiscal Year 2009 the
plan received $1,151. In fiscal years ended June 30, 2008, 2007 and 2006, the Plan also received a
partial settlement of $3.3 miilion, $1.3 million, and $871 thousand, respectively, from the parties
involved in the initial purchase of the impaired security. In fiscal years ended 2013, 2012, 2011 and
2010, the plan received $0 for these years. The securities lending program, in which the Plan
participates, only allows pledging or selling securities in the case of borrower default.
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GASB Statement No. 28, Accounting and Financial Reporting for Securities Lending Transactions,
requires that securities loaned as assets and related liabilities be reported in the statement of plan net
position. Cash received as collateral on securities lending transactions and investments made with that
cash are reported as assets. Securities received as collateral are also reported as assets if the government
entity has the ability to pledge or sell them without a borrower default. Accordingly, the Plan recorded
the investments purchased with the cash collateral as collateral from securities lending with a
corresponding liability for securities lending. Securities on loan are carried at market value and the value
as of June 30, 2013 was $3.4 billion. As of the balance sheet date the maturities of the investments made
with cash collateral, on average, exceed the maturities of the securities loans by approximately 30 days.

New Accounting Standards Adopted — In fiscal year 2013, the Plan adopted Governmental
Accounting Standards Board (“GASB™) Statement No. 63, Financial Reporting of Deferred Outflows of
Resources, Deferred Inflows of Resources, and Net Position. The Statement’s objective is to provide a
new statement of net position format to report all assets, deferred outflows of resources, liabilities,
deferred inflows of resources, and net position (which is the net residual amount of the other elements).
The Statement requires that deferred outflows of resources and deferred inflows of resources be reported
separately from assets and liabilities. The Plan concluded that except for the change in nomenclature,
the adoption of GASB Statement No. 63 had no impact on its financial position and results from
operations.

The Plan has adopted GASB Statement No. 65, Items Previously Reported as Assets and Liabilities.
GASB Statement No. 65 reclassifies certain items currently being reported as assets and liabilities as
deferred outflows of resources and deferred inflows of resources. In addition, this Statement recognizes
certain items currently being reported as assets and liabilities as outflows of resources and inflows of
resources. The Plan has determined that GASB Statement No. 65 had no impact on its financial position
or results of operations and therefore it is not applicable to its operation at the present time.

New Accounting Standard Issued but Not Yet Effective- In June of 2012, GASB issued Statement
No. 67, Financial Reporting for Pension Plans. This Statement establishes financial reporting standards
for state and local governmental pension plans, defined benefit pension plans and defined contribution
pension plans that are administered through trusts or equivalent arrangements in which: (1) contributions
from employers and nonemployer contributing entities to the pension plan and earnings on those
contributions are irrevocable (2) pension plan assets are dedicated to providing pensions to plan
members in accordance with the benefit terms and (3) pension plan assets are legally protected from the
creditors of employers, nonemployer contributing entities, and the pension plan administrator. If the plan
is a defined benefit pension plan, plan assets are also legally protected from creditors of the plan
members. For defined benefit pension plans, this statement establishes standards of financial reporting
for separately issued financial reports and specifies the required approach to measuring the pension
liability of employers and nonemployer contributing entities for benefits provided through the pension
plan (the net pension liability), about which information is required to be presented. Distinctions are
made regarding the particular requirements depending upon the type of pension plan administered. This
Statement replaces the requirements of Statement No. 25, Financial Reporting for Defined Benefit
Pension Plans and Note Disclosures for Defined Contribution Plans, and Statement No. 50, Pension
Disclosures, as they relate to pension plans that are administered through trusts or equivalent
arrangements that meet certain criteria. The requirements of Statement No, 25 and Statement No. 50
remain applicable to pension plans that are not administered through trusts covered by the scope of this
Statement and to defined contribution plans that provide postemployment benefits other than pensions.
The provisions of Statement No. 67 are effective for financial statements for fiscal years beginning after
June 15, 2013. Earlier application is encouraged. The Plan has not completed the process of evaluating
the impact of Statement No. 67 on its financial statements.
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INVESTMENTS AND DEPOSITS

The Comptroller of The City of New York (the “Comptroller) acts as an investment advisor to the Plan,

In addition, the Plan employs several independent investment consultants as investment advisors. The
Plan utilizes several investment managers to manage the long-term debt and equity portfolios. The

managers are regularly reviewed, with regard to both their investment performance and their adherence
to investment guidelines. ‘

Concentration of Credit Risk — The Plan does not have any investments in any one entity that
represent 3% or more of plan net position.

The legal requirements for Plan investments are as follows:
Fixed income, equity and other investments may be made as permitted by New York State RSSL

§§176-178(a) and Banking Law § 235, the New York City Administrative Code, and the Legal

Investments for New York Savings Banks list as published by The New York State Banking
Department, subject to Note 3(b).

Investments up to 25% of total pension fund assets may be made in instruments not expressly permitted
by the State RSSL. '

The Bank of New York Mellon (“BNYM?”) is the primary custodian for substantially all of the securities
of the Plan.

Cash deposits are insured by the Federal Deposit Insurance Corporation for up to $250,000 per Plan
member and are, therefore, fully insured.
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Credit Risk — Portfolios, other than U.S. Government and related portfolios, have credit rating
limitations. Investment Grade portfolios are limited to mostly ratings of BBB and above except that they
are also permitted a 10% maximum exposure to BB & B rated securities. While non-investment grade
managers are primarily invested in BB & B rated securities, they can also invest up to 7% of their
portfolio in securities rated CCC. Non-rated securities are considered to be non-investment grade. The
quality ratings of investments, by percentage of the rated portfolio, as described by nationally
recognized statistical rating organizations, at June 30, 2013 and 2012, are as follows:

Investmant Typa* S&P Quality Ratings
ccc & Short Not

June 30, 2013 AAA AA A BBB BB B Balow tarm Ratad Total
U.8 Government - % - % - % - % - % - % - % - % - % - %
Corporate bonds 0.64 2.26 12.11 2393 10.15 13.61 5.23 - 12,09 80.02
Yankee bonds 0.26 0.06 .04 0.33 0.04 - - - - 0.73
Short-term:

Commercial paper - - - - - - - 6.01 - 6.01

Pooled funds - - - - - - - 10.05 - 10.05

U.S. Treasuries - - - - - - - 3.19 - 3.19

U.S Agencies - - - - - - - - - -
Percent of

related portfolio 0.90 % 232% 1215% 2426% 10.i19% 13.61% 523% 1925% 12.09% 100.00%

S&P Quality Ratings
CCC & Short Not

June 30, 2012 AAA AA A BEB BB B Below tarm Rated Total
U.S. Government - % - % - % - % - % - % - % - % - % - %
Corporate bonds 0.76 347 15.10 21.40 13.44 11.94 3.74 - 6.22 76.07
Yankee bonds 0.03 0.17 0.13 032 0.05 - - - 0.07 0.77
Short-term:

Commercial paper - - - - - - - 11.91 - 11.91

Pooled fimds - - - - - - - - 11.25 11.25

U.8 Treastries - - - - - - - - - -

U.S. Agencies - - - - - - - - - -
Percent of

related portfolio 0.79 % 364% 1523% 2172% 13.49% 11.94% 374% 1191 % 17.54% 100.00 %
* U.S. Treasury bonds, notes and treasury-inflation protected securities are obligations of the U.S government or explicitly guaranteed by the

U.8 government and therefore not considered to have credit risk and are not included above.
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Custodial Credit Risk — Deposits are exposed to custodial credit risk if they are uninsured and
uncollateralized. Custodial credit risk is the risk that, in the event of a failure of the counterparty, the
Plan will not be able to recover the value of its investment or collateral securities that are in the
possession of an outside party: Investment securities are exposed to custodial credit risk if the securities
are uninsured, are not registered in the name of the Plan and are held by either the counterparty or the
counterparty’s trust department or agent but not in the Plan’s name.

Consistent with the Plan’s investment policy, the investments are held by the Plan’s custodian and
registered in the Plan’s name.

All of the Plan’s deposits are insured and or collateralized by securities held by a financial institution
separate from the Plan’s depository financial institution.

All of the Plan’s securities are held by the Plan’s custodial bank in the Plan’s pame.

Interest Rate Risk — Interest rate risk is the risk that the fair value of investments could be adversely
affected by the change in interest rates. Duration limits are used to control the portfolios exposure to
interest rate changes. In the investment grade core Fixed Income portfolios duration is limited to a range
of one year shorter than the benchmark duration to 0.75 years longer than the duration of the benchmark
indices. Duration range is a measure of the overall portfolio, while statements of the stated maturity reflect
the specific maturities of the individual securities held. The Pian has no formal risk policy. The lengths of
investment maturities (in years), as shown by the percent of the rated portfolio, are as follows:

Years to Maturity
investment Maturities

Investment Type Fair Less Than OnetoFive Sixfo Ten More Than
June 30, 2013 Value One Year Years Years Ten Years
U.S. Government 42.94 % 097 % 1.41 % 6.08 % 34,48 %
Corporate bonds 45,06 - 1.79 11.44 2225 9.58
Yankee bonds 0.42 - 0.02 0.22 0.06 0.12
Short term:

Commercial paper 339 3.39 - - -

Pooled fund 5.66 5.66 - - -

U.S. Treasuries 1.80 1.80 - - -

U.S. Agencies 0.73 0.73 - - -
Percent of rated portfolio 100.00 % 14.36 % 13.07 % 28.39 % 44.18 %

Investment Maturities

Investment Type : Fair Less Than One to Five Sixto Ten More Than
June 30, 2012 Value. One Year Years Years Ten Years
U.S. Government 41.87 % 0.07 % 1.71 % 5.32 % 3477 %
Corporate bonds 42.39 1.06 11.03 19.58 10.72
Yankee bonds 0.43 0.02 0.17 0.09 0.15
Short term:

Commercial paper 6.64 6.64 - - -

Pooled fund 6.27 6.27 - - -

U.S. Treasuries 2.40 2.40 - - -

U.S. Agencies - - - - -
Percent of rated portfolio 100.00 % 16.46 % 12.91 % 2499% 4564 %
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Foreign Currency Risk — Foreign currency risk is the risk that changes in the exchange rates will
adversely impact the fair value of an investment. Currency risk is present in underlying portfolios that
invest in foreign stock and/or bonds. The currency markets have proven to be good diversifiers in a total
portfolio context; therefore, the Plan has numerous managers that invest globally. In general, currency
exposure is viewed as a benefit for its diversification reasons and not as an inherent risk within the
portfolio. The Plan has no formal risk policy.

In addition, the Plan has investments in foreign stocks and/or bonds denominated in foreign currencies.

The Plan’s foreign currency exposures as of June 30, 2013 and 2012 are as follows {amounts in U.S.
dollars, in thousands):

Trade Currency 2013 2012
. Euro Currency § 572,109 § 587,828
Japanese Yen 432,107 417,359
British Pnd Sterling 428,913 527,424
Hong Kong Dollar 395,039 281,490
South Korean Won 263,084 212,999
Swiss Franc 220,436 185,109
New Taiwan Dollar 204,243 150,976
Indian Rupee 146,777 75,729
% Australian Dollar 133,979 " 162,306
Brazilian Real 133,692 119,411
South African Rand 109,875 72,887
Swedish Krona 77,386 75,027
Malaysian Ringgit 70,515 37,851
Mexican Nuevo Peso 70,311 45,930
Singapore Dollar 57,650 36,714
Thai Baht 56,983 40,379
Canadian Dollar 51,152 37,460
Indonesian Rupiah 51,029 38,435
ﬂ Danish Krone 33,094 35,051
Polish Zloty 29,159 17,531
Chilean Peso 19,964 13,291
E Norwegian Krone 17,710 19,825
Other 17,368 1,716
Philippines Peso 15,753 8,433
@ Turkish Lira 11,515 6,930
Hungarian Forint 11,284 3,050
Colombian Peso 10,087 5,990
Egyptian Pound 8,455 3,304
Czech Koruna 6,454 3,866
Qatar Rial 5,032 -
Kuwait Dinar 4,785 -
UAE Dirham 4,758 -
Israeli Shekel 4,240 6,620
Pakistan Rupee 2,601 323
Moroccan Dirham 2,204 307
Nuevo Sol 1,991 293
Renminbi Yuan 1,637 1,187
g Total $ 3,683,371 § 3,233,091
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E Interest Rate Risk — The lengths of investment maturities (in years) of the collateral for Securities
Lending at June 30, 2013 and 2012, are as follows (in thousands):

Years to Maturity
Investment Maturities
Investment Type Fair Less Than One to Five Sixto Ten More Than
% June 30, 2013 Value One Year Years Years Ten Years
U.8. government $ - £ T . $ - $ - $ -
Corporate bonds 1,932,819 1,056,723 876,096 - -
[ Yankee bonds - . - - .
. Short-term:
Commercial paper 211,612 211,612 - - -
Repurchase agreements - - - - -
Reverse repurchase agreements 591,660 591,660 - - -
Certificate of deposits 282,549 282,549 - - -
Bank notes ; - - - - -
Master notes - - - - -
I Money market funds - - - - -
U.S. Agencies 179,204 132,996 46,208 - -
U.S. Treasury - - - - -
Time deposit - - - - -
r,. Uninvested (23,686) {23,686) - - -
Total $ 3,174,158 $ 2,251,854 $ 922,304 $ - 5 -
Percent of securities lending portfolio 100.00 % 70.94 % 29.06 % - % -
Investment Maturities
Investment Type Fair Less Than One to Five Six to Ten More Than
4 June 30, 2012 Value One Year Years Years Ten Years
7 U.S. govemment $ - £ - 5 - $ - $ -
Corporate bonds 1,407,962 945,852 462,110 - -
Yankee bonds - - - - -
Short-term;
Commercial paper 54,619 54,619 - - -
@ Repurchase agreements - - - - -
Reverse repurchase agreements 463,385 463,385 - - -
Certificate of deposits 220,111 220,111 - - -
Bank notes - - - - .
Master notes - - - - -
Money market funds - - - - -
U.S. Agencies 79,408 29,382 50,026 - -
_ U.S. Treasury - - - - -
?;t Time deposit - - - - -
< Uninvested (2,632} (2,632) - - -
Total $ 2,222,853 $ 1,710,717 § 512,136 3 - b -
Percent of securities lending portfolio 100.00 % 76.96 % 23.04 % - % -

4. DUE TO VARIABLE SUPPLEMENTS FUNDS (“VSFs”)

The Administrative Code of the City of New York (ACNY) provides that the Plan ttansfer to the Police
Officers’ Variable Supplements Fund (POVSF) and the Police Superior Officers’ Variable Supplements
Fund (PSOVSF) amounts equal to certain excess earnings on equity investments of the Plan, if any.
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These excess carnings are defined as the amount by which earnings on equity investments of the Plan
exceed what the earnings would have been had such funds been invested at a yield comparable to that
available from fixed income securities, less any cumulative deficiencies of prior years® excess earnings
that fell below the yield of fixed income investments. In addition, such transfers from the Plan to the
POVSF and PSOVSF are limited to the unfunded Accumulated Benefit Obligation (ABO) of these
VSFs.

For Fiscal Year 2013, the excess earnings of the Plan, inclusive of prior years’ cumulative deficiencies,
are estimated to be equal to $0 and therefore, no transfers attributable to excess earnings are expected to
be due from the Plan to the VSFs as of June 30, 2013, '

For Fiscal Year 2012, the excess earnings of the Plan, inclusive of prior years’ cumulative deficiencies,

are estimated to be equal to $0 and therefore, no transfers atiributable to excess earnings are expected to -

be due from the Plan to the VSFs as of June 30, 2012.

However, with the passage of Chapter 3 of the Laws of 2013 (“Chapter 3/13”), POLICE is required to
transfer assets to the POVSF and PSOVSF whenever the assets of these VSFs are insufficient to pay
benefits. With respect to the benefits payable from the PSOVSF for fiscal year 2013, POLICE
transferred to the PSOVSF a total of approximately $8.2 million. No such transfer was required on
account of benefits payable for Fiscal Year 2012.

CONTRIBUTIONS AND ACTUARIAL ASSUMPTIONS

The financial objective of the Plan is to fund members’ retirement benefits during their active service
and to establish Employer contribution rates which, expressed as a percentage of annualized covered
payroll, will remain approximately level from year to year. The Employer contributes amounts that,
together with Member Contributions and investment income are intended to ultimately be sufficient to
accumulate assets to pay benefits when due.

Member Contributions — Tier I (Tier 1} and Tier II (Tier 2) members contribute by salary deductions
on the basis of a normal rate of contribution which is assigned by the Plan at membership. This member
normal rate, which is dependent upon age and actuarial tables in effect at the time of membership, is
determined so as to provide approximately one-fourth of the service retirement allowance at the earliest
age for service retirement. For Tier 1, the average member normal rate is approximately 8.1%. For

Tier 2, the average member normal rate is approximately 7.0%.

These member contribution rates are reduced by 5.0% under the ITHP program.
Members may voluntarily increase their rates of contribution by 50% for the purpose of purchasing an

additional annuity. Members are permitted to borrow up to 90% of their own contributions including
accumulated interest.

Tier IIT (Tier 3) and Tier VI (Tier 6) members contribute 3.0% of salary until they have 25 years of
credited service.

Employer Contributions — Statutory Contributions to the Plan, determined by the Plan’s Chief

Actuary of the Office of the Actuary (the “Actuary”) in accordance with State statutes and City laws, are
generally funded by the Employer within the appropriate fiscal year.
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The June 30, 2011 (Lag) actuarial valuation was used to determine the Fiscal Year 2013 Employer
Contributions. There were no changes in actuarial assumptions and methods from the prior actuarial
valuation.

The June 30, 2010 (Lag) actuarial valuation used to determine the Fiscal Year 2012 Employer
Contributions was based on revised actuarial assumptions and methods proposed by the Actuary (the
“2012 A&M”). The Board of Trustees of the Plan adopted those changes to the actuarial assumptions
and methods that require Board approval during Fiscal Year 2012. The New York State Legislature and
the Governor enacted Chapter 3 of the Laws of 2013 (*Chapter 3/13”) to provide for those changes in
actuarial assumptions and methods that require legislation, including the Actuarial Interest Rate (AIR)
assumption of 7.0% per annum, net of expenses, the Entry Age Actuarial Cost Method and the
amortization of Unfunded Actuarial Accrued Liabilities. Also included in Chapter 3/13 is the
requirement that POLICE transfers assets to the POVSF and PSOVSF whenever the assets of these
VSFs are insufficient to pay benefits.

Beginning with the June 30, 2010 (Lag) actuarial valuation under the 2012 A&M, the Entry Age
Actuarial Cost Method (EAACM) of funding is utilized by the Plan’s Actuary to calculate the
contributions required of the Employer.

Under this method, the Actuarial Present Value (APV) of Benefits (APVB) of each individual included
in the actuarial valuation is allocated on a level basis over the earnings (or service) of the individual
between entry age and assumed exit age(s). The employer portion of this APV allocated to a valuation
year is the Normal Cost. The portion of this APV not provided for at a valuation date by the APV of
Future Normal Costs or future member contributions is the Actuarial Accrued Liability (AAL).

The excess, if any, of the AAL over the Actuarial Asset Value (AAV) is the Unfunded Actuarial
Accrued Liability (UAAL).

Under this method, actuarial gains (losses), as they occur, reduce (increase) the UAAL and are explicitly
identified and amortized.

Increases (decreases) in obligations due to benefit changes, actuarial assumption changes and/or
actuarial method changes are also explicitly identified and amortized.

The obligations of the Plan to the POVSF and the PSOVSF are recognized through the Liability
Valuation Method.

Under this method the APV of Future SKIM from the Plan to the POVSF and PSOVSF is included
directly as an actuarial liability to the Plan. SKIM is all or a portion of the excess earnings on equity
securities of the Plan which are transferable to the POVSF and PSOVSF. The APV of Future SKIM is
computed as the excess, if any, of the APV of benefits of the POVSF and PSOVSF offset by the AAV of
the POVSF and PSOVSF, respectively. Under the EAACM, a portion of the APV of Future SKIM is
reflected in the APV of Future Normal Costs and a portion is reflected in the UAAL.

The concept in use for the Actuarial Asset Valuation Method (AAVM) for actuarial valuations on and
after June 30, 2012 is the same as that in use for the June 30, 2009 (Lag) actuarial valuation.

In accordance with this AAVM, actual Unexpected Investment Returns (UIR) for Fiscal Years 2012,
2013, etc. are phased into the Actuarial Asset Value (AAV) beginning June 30, 2012, 2013, etc. at rates
of 15%, 15% 15%, 15%, 20% and 20% per year (i.e., cumulative rates of 15%, 30%, 45%, 60%, 80%
and 100% over a period of six years).
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The Actuary reset the Actuarial Asset Value to the Market Value of Assets (MVA) as of June 30, 2011
(i.e., “Market Value Restart™).

For the June 30, 2010 (Lag) actuarial valuation, the AAV is defined to recognize Fiscal Year 2011
~ investment performance. The June 30, 2010 AAV is derived as equal to the June 30, 2011 MVA,
discounted by the AIR assumption (adjusted for cash flow) to June 30, 2010.

Chapter 125 of the Laws of 2000 (“Chapter 125/00™) provided eligible retirees and eligible beneficiaries
with increased Supplementation as of September 2000 and with automatic Cost-of-Living Adjustments
(COLA) beginning September 2001. Chapter 125/00 also provided for a five-year phase-in schedule for
funding the additional actuarial liabilities created by the benefits provided by this law. Chapter 278 of
the Laws of 2002 (“Chapter 278/02”) required the Actuary to revise the methodology and timing for
determining the Statutory Contributions on account of the additional actuarial liabilities attributable to
the benefits provided under Chapter 125/00 by extending the phase-in period for funding these liabilities
from five years to ten years.

The impact of the ten-year phase-in of Chapter 278/02 was to postpone funding of the additional
actuarial liabilities attributable to Chapter 125/00 resulting in greater Employer Contributions in later
years.

Chapter 152 of the Laws of 2006 (Chapter 152/06) eliminated the ten-year phase-in. All actuarial
liabilities attributable to Chapter 125/00 are now recognized in the actuarial valuation.

Chapter 85 of the Laws of 2000 (“Chapter 85/00”) reestablished the UAAL and eliminated the Balance
Sheet Liability (BSL) for actuarial purposes as of June 30, 1999. The schedule of payments toward the
reestablished UAAL provides that the UAAL, if any, be amortized over a period of 11 years beginning
Fiscal Year 2000, where each annual payment after the first equals 103% of its preceding annual '
payment.

The Statutory Contributions for Fiscal Years 2013 and 2012 were equal to the Actuarial Contributions.
Funded Status and Funding Progress — One measure of the funded status of the Plan as of June 30,

2011, the most recent actuarial valuation date, based on the Entry Age Actuarial Cost Method, the plan’s
funding method, is as foliows (dollar amounts in thousands):

. UAALasa

Actuarial Actuarial Unfunded Percentage

Value of Accrued AAE Funded Covered of Covered
Assets Liability (AAL} (UAAL) Ratio Payrall Payroll
{a) (b} (b-a) (afb) ' (c) ((b-a)ic}

524,748,860 $40,524,580 515,775,720 61.1% $3,480,066 453.3%

The schedule of funding progress, presented as required supplementary information (RSI) following the
notes to the financial statements, presents multiyear trend information about whether the actuarial values
of plan assets are increasing or decreasing over time relative to the AALSs for benefits under the Plan’s
Actuarial Cost Method.

An additional schedule of funding progress, presented as supplementary information foflowing the notes
to the financial statements, presents multiyear trend information about whether actuarial values of plan

assets are increasing or decreasing over time relative to AALs for benefits under the Entry Age Actuarial
Cost Method.

28



Additional information as of the latest actuarial valuation follows:

@ Valuation Date June 30, 2011 (Lag).
Actuarial Cost Method Entry Age.
Amortization Method
& Initial Unfunded Increasing Dollar.
N Post-2010 Unfundeds Level Dollar.
jo.
' Remaining Amortization
Period
Initial Unfunded 21 Years (Closed).
Post-2010 Unfundeds 15 Years (Closed).
Actuarial Asset Valuation Method 6-Year Smoothed Market'.

Actuarial Assumptions
Projected Salary Increases’ In general, merit and promotion increases plus assumed
General Wage Increases of 3.0% per annum.

Investment Rate of Return® 7.0% per annum, net of Investment Expenses.
COLAS? 1.5% per annum for Tier I and Tier II, 2.5% per annum
for Tier III.
;
1 With the June 30, 2011 Actuarial Asset Value reset to Market Value of Assets,

% Developed assuming a long-term Consumer Price Inflation assumption of 2.5% per annum.

6. MEMBERLOANS

Members are permitted to borrow up to 90% of their own contributions, including accurnulated interest.
The balance of member loans receivable at June 30, 2013 and 2012, is $262 million and $257 million,
respectively. Upon termination of employment before retirement, certain members are entitled to
refunds of their own contributions, including accumulated interest, less any loans outstanding, As a
result of a review of all member accounts, there were no prior year loans due from retired or inactive
employees were deemed uncollectible in Fiscal Years 2013 and 2012.

7. RELATED PARTIES

% The Comptroller has been appointed by law as custodian for the assets of the Plan. Securities are held by

certain banks under custodial agreements with the Comptroller. The Comptroller also provides cash
receipt and cash disbursement services to the Plan. Actuarial services are provided to the Plan by the
Office of the Actuary employed by the Boards of Trustees of the City’s main pension systems. The
City’s Corporation Counsel provides legal services to the Plan. Other administrative services are also
provided by The City. The aforementioned services may be provided by employees or officers of The
City who may also be participants in the Plan. The cost of providing such services amounted to
$4.514,172 and $5,568,307 in Fiscal Years 2013 and 2012, respectively.
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ADMINISTRATIVE AND INVESTMENT EXPENSES

Chapter 292 of the Laws of 2001 provides Corpus Funding of administrative expenses for the Plan
commencing July I, 2001, and allows for the appointment of an executive director for the Plan. In Fiscal
Year 2013, total non-investment expenses attributable to the Plan were approximately $23.8 million, of
which $17.5 million were paid from the assets of the Plan and $6.3 million were paid by The City on
behalf of the Plan. In Fiscal Year 2012, total non-investment expenses attributable to the Plan were
approximately $22.2 million, of which $16.6 million were paid from the assets of the Plan and

$5.6 million were paid by The City on behalf of the Plan. Investment expenses charged to the investment
earnings of the Plan, exclusive of expenses relating to securities-lending transactions, amounted to
approximately $106 million in 2013 and $91.7 million in 2012.

In July 2011, the Plan renegotiated its lease agreement to rent office space, The agreement will expire in
Fiscal Year 2031. The future minimum rental payments required under this operating lease are as
follows:

Fiscal Years Ending June 30, Amount

2014 § 1,882,556
2015 1,882,556
2016 2,047,528
2017 2,051,154
2018 2,051,154
2019 to 2023 10,757,908
2024 t0 2028 11,768,228
2029 to 2031 4,941,622

CONTINGENT LIABILITIES AND OTHER MATTERS

Contingent Liabilities — The Plan has claims pending against it and has been named as defendant in
lawsuits and also has certain other contingent liabilities. Management of the Plan, on the advice of legal
counsel, believes that such proceedings and contingencies will not have a material effect on the Plan’s
net position or changes in the Plan’s net position. Under the State statutes and City laws that govern the
functioning of the Plan, increases in the obligations of the Plan to members and beneficiaries ordinarily
result in increases in the obligations of The City to the Plan.

Other Matters — During Fiscal Years 2013 and 2012, certain events described below took place
which, in the opinion of Plan management, could have the effect of increasing benefits to members
and/or their beneficiaries and therefore would increase the obligations of the Plan. The effect of such
events has not been fully quantified. However, it is the opinion of Plan management that such
developments would not have a material effect on the Plan net position held in trust for pension benefits
or cause changes in Plan net position held in trust for pension benefits.

Actuarial Audit — Pursuant to Section 96 of the New York City Charter, studies of the actuarial
assumptions used to value liabilities of the five actuarially-funded New York City Retirement Systems
(NYCRS) are conducted every two years.

The most recently completed study was published by The Hay Group (“Hay”) dated December 2011 and

analyzed experience for Fiscal Years 2006 through 2009. Hay made recommendations with respect to
the actuarial assumptions and methods based on their analysis.
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The previously coinpleted study was published by The Segal Company (“Segal™), dated November 2006
and analyzed experience for Fiscal Years 2002 through 2005. Segal made recommendations with respect
to the actuarial assumptions and methods based on their analysis.

Currently, Gabriel, Roeder, Smith & Company (GRS) has been retained to study the actuarial
assumptions for Fiscal Years 2010 through 2013.

Revised Actuarial Assumptions and Methods — In accordance with the ACNY and with appropriate
practice, the Boards of Trustees of the five actuarially-funded NYCRS are to periodically review and
adopt actuarial assumptions as proposed by the Actuary for use in the determination of Employer
Contributions.

Based, in part, upon a review of the Segal and Hay studies, the Actuary issued a February 10, 2012
Report entitled “Proposed Changes in Actuarial Assumptions and Methods for Determining Employer
Contributions for Fiscal Years Beginning on and After July 1, 2011 for the New York City Police
Pension Fund” (“February 2012 Report™).

The Board of Trustees of the Plan adopted those changes to actuarial assumptions that require Board
approval. The State Legislature and the Governor enacted Chapter 3/13 to provide for those changes to
the actuarial assumptions and methods that require legislation, including the AIR assumption of 7.0%
per annum, net of expenses.

New York State Legislation (only significant laws included) — Chapter 104 of the Laws of 2005, as
amended by Chapter 93 of the Laws of 2005, created a presumptive eligibility for accidental disability in
connection with the World Trade Center attack on September 11, 2001,

Chapter 105 of the Laws of 20035 states that a member killed in the US Armed Forces on and after
June 14, 2005 is deemed a Line-of-Duty death while on active payroll.

Chapter 498 of the Laws of 2005 deemed certain prior service as a Peace Officer, Deputy Sheriff and
others as qualifying time for all pension purposes.

Chapter 152/06 provided for the changes in actuarial assumptions and methods that require legislation,
including the continuation of the AIR assumption of 8.0% per annum and continuation of the current
Frozen Initial Liability (FIL) Actuarial Cost Method and the existing Unfunded Actuarial (Accrued)
Liability (UAL). In addition, Chapter 152/06 provides for elimination of the use of the ten-year phase-in
of Chapter 278/02 for funding the additional actuarial liabilities created by the benefits provided by
Chapter 125/00.

Chapter 445 of the Laws of 2006 (Chapter 445/06) created a presumptive eligibility for accidental death
benefits in connection with the World Trade Center attack on September 11, 2001.

Chapter 654 of the Laws of 2006 expanded presumptive eligibility for Line-of-Duty accidental disability
and accidental death benefits to include strokes effective from fanuary 1, 2002.

Chapter 713 of the Laws of 2006 provided that retired Police members who are appointed to the Office
of NYC Marshall will have no reduction or suspension of retirement allowance.

Chapter 5 of the Laws of 2007 amended Chapter 445/06 to clarify the World Trade Center accidental
disability benefits payable to retirees who die in the first 25 years of retirement. It also amended
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Chapter 445/06 to include World Trade Center deaths as presumptive accidental death benefits in the
Line-of-Duty.

Chapter 489 of the Laws of 2008 expanded and redefined the eligibility provisions of the accidental

disability and accidental death benefits that arise in connection with the World Trade Center attack on
. September 11, 2001.

Chapter 211 of the Laws of 2009 continued the valuation and other interest rates for one year to June 30,
2010 from June 30, 2009.

Chapter 265 of the Laws of 2010 continued the valuation and other interest rates for one year to June 30,
2011 from June 30, 2010.

Chapter 180 of the Laws of 2011 continued the valuation and other interest rates for one year to June 30,
2012 from June 30, 2011,

Tier III (Tier 3) — In June of 2009 the Governor vetoed legislation that would have extended Tier I (Tier
2) to members hired after June 30, 2009. As a resuit of the Governor’s veto, POLICE members hired on
and after July 1, 2009 are covered under Tier ITI (Tier 3).

Chapter 18 of the Laws 0f 2012 placed certain limitations on the Tier 3 and Tier 4 benefits available to

participants hired on and after April 1, 2012 in most New York State PERS, including POLICE. These
changes are sometimes referred to as Tier 6.

Chapter 3 of the Laws of 2013 (“Chapter 3/13”) implemented changes in the actuarial procedures for
determining Employer Contributions beginning Fiscal Year 2012, In particular, Chapter 3/13 continued
the OYLM, employed the Entry Age Actuarial Cost Method (EAACM), an Actuarial Interest Rate
(AIR) assumption of 7.0% per annum, net of expenses and defined the amortization of Unfunded
Actuarial Accrued Liabilities (UAAL). Also included in Chapter 3/13 is the requirement that POLICE
transfers assets to the POVSF and PSOVSF whenever the assets of these VSFs are insufficient to pay
benefits.

* ok ok ok ok Kk
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SCHEDULE 1

NEW YORK CITY POLICE PENSION FUND

REQUIRED SUPPLEMENTARY INFORMATION (UNAUDITED)
SCHEDULE OF FUNDING PROGRESS
(IN CONFORMITY WITH THE PLAN’S FUNDING METHOD)

{In thousands)
0] @) 3) C) E) {6)
Actuarial Actuarial Actunarial UAAL asa
Valuation Asset Accrued Unfunded Percentage
Date Value Liability AAL Funded Covered Of Covered
June 30 (AAY) (AAL)Y (UAAL) Ratio Payroll Payroll
) (A)&(B) (©)-1) 1+@) 3y
2011 (Lag)’ $24,748,860 $40,524,580 $15,775,720 61.1%  $3,480,066 453.3%
2010 (Lag)* 22,908,732 38,134,430 15,225,698 60.1 3,464,097 439.5
2009 (Lag) 22,676,172 22,676,172 - 100.0 3,261,118 -
2008 (Lag) 21,393,152 21,393,152 -- 100.0 3,095,904 --
2007 (Lag) 19,800,553 19,800,553 -- 100.0 2,961,649 -~
2006 (Lag) 18,689,451 18,689,451 - 100.0 2,816,929 --

! Effective June 30, 2010, based on the Entry Age Actuarial Cost Method (EAACM).
Previously, based on the Frozen Initial Liability Actuarial Cost Method.

Includes the Accrued Liabilities atiributable to the Variable Supplements Fund, net of their Actuarial Asset Values, if any.

* Reflects revised actuarial assumptions and methods based on experience review.

Notes:

A.

For the June 30, 2011 (Lag) actuarial valuation, the AAV was reset to the MVA (i.e., “Market Value
Restart”).

For the June 30, 2010 (Lag) actuarial valuation, the AAYV is defined to recognize Fiscal Year 2011
investment performance. The June 30, 2010 AAV is derived as equal to the June 30, 2011 MVA,
discounted by the AIR assumption (adjusted for cash flow) to June 30, 2010.

The Actuarial Asset Valuation Method (AAVM) in use for actuarial valuations after the June 30,
2011 (Lag) aetuarial valuation is unchanged from the AAVM in use for the June 30, 2009 (Lag)
actuarial valuation.

Beginning with the June 30, 2004 (Lag) actuarial valuation, the Actuarial Asset Valuation Method
(AAVM) was changed to a method which reset the AAV to Market Value (i.e., “Market Value
Restart”) as of June 30, 1999. As of each June 30 thereafter, the AAVM recognizes investment
returns greater or less than expected over a period of six years.

Under this revised AAVM, any Unexpected Investment Returns (UIR) for Fiscal Years 2000 and later
are phased in€o the AAV beginning June 30, 2000 at rates of 15%, 15%, 15%, 15%, 20%, and 20%
per year (or c umulative rates of 15%, 30%, 45%, 60%, 80% and 100% over a period of six years).

(Schedule of Funding Progress continued)
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The UIR for Fiscal Years 2000 to 2004 was set equal to the UIR under the prior AAVM.

The prior AAVM was changed as of June 30, 1999 to reflect a market basis for investments held by
the Plan.

To effectively assess the funding progress of the Plan, it is necessary to compare the AAV and the
AAL calculated in a manner consistent with the Plan’s funding method over a period of time. The
AAL is the portion of the Actuarial Present Value of pension plan benefits and expenses which is not
provided for by future Employer normal costs and future Member Contributions.

The UAAL is the excess of the AAL over the AAV. Under the EAACM, actuarial gains (losses), as
they occur, reduce (increase) the UAAL and are explicitly identified and amortized. Increases
(decreases) in obligations due to benefit changes, actuarial assumption changes and/or actuarial
method changes are also explicitly identified and amortized.

{Schedule of Funding Progress concluded)
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SCHEDULE 2
NEW YORK CITY POLICE PENSION FUND
REQUIRED SUPPLEMENTARY INFORMATION (UNAUDITED)
SCHEDULE OF EMPLOYER CONTRIBUTIONS
{In thousands)
Annual Percentage Net
Fiscal Years Required of ARC Pension
Ended June 30 Contribution {"ARC") Contributed Obligation
: 2013 $2,424,690 100.0% $389,786
i 2012 2,385,731 100.0 406,256
e 2011 2,083,633 100.0 406,344
2010 1,980,996 100.0 432,412
j 2009 1,932,150 100.0 458,751
! 2008 1,797,824 100.0 485,493

Under the requirements of Governmental Accounting Standards Board Statement No. 25 (GASB25), as
amended by GASB Statement No. 50 (GASB50), the Annual Required Contribution (ARC) is determined
through an actuarial valuation reflecting all liabilities of the Plan. The Employer Contribution to the Plan is
determined in accordance with statute (i.e., Statutory Contribution).
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NEW YORK CITY POLICE PENSION FUND

REQUIRED SUPPLEMENTARY INFORMATION (UNAUDITED)
SCHEDULE OF ACTUARIAL METHODS AND ASSUMPTIONS

SCHEDULE 3

The information presented in the required supplementary schedules was determined as part of the actuarial
valuvations as of June 30, 2011 (Lag) and June 30, 2010 (Lag). These actuarial valuations were used to
determine Employer Contributions for Fiscal Years 2013 and 2012, respectively. Additional information as of
the last two actuarial valuations follows:

Actuarial cost method
Amortization method for
Unfunded Actuarial Accrued
Liabilities

Initial Unfunded

Post-2010 Unfundeds
Remaining amortization period

Initial Unfunded

Post-2010 Unfundeds

Actuarial Asset Valuation
Method

Actuarial assumptions:
Assumed rate of returm

Post-retirement mortality

Active service: withdrawal,
death, disability, service
retirement

Salary increases

Cost-of-Living Adjustments®

1

2

June 30, 2011 (Lag)®

Entry Age,

Increasing Dollar,
Level Dollar,

21 years (Closed).
15 Years {(Closed).

Modified six-year moving average
of ' market values with a “Market
Value Restart” as of June 30, 2011,
The June 30, 2010 AAV is defined
to recognize Fiscal Year 2011
investment performance.

7.0% per annum,? net of Investment
Expenses.

Tables adopted by Board of Trustees
during Fiscal Year 2012,

Tables adopted by Board of Trustees
during Fiscal Year 2012.

In general, merit and promotion
increases plus assumed General .
Wage Increases of 3.0% per year.*

1.5% per annum for Tier I and Tier II,
2.5% per annum for Tier IIL
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June 30, 201¢ (Lag)’

Entry Age.

Increasing Dollar.
Level Dollar.

22 years (Closed).
NA.

Modified six-year moving average
of market values with “Market
Value Restart” as of June 30, 2011.
The June 30, 2010 AAYV is defined
to recognize Fiscal Year 2011
investment performance,

7.0% per annum,? net of Investment
Expenses.

Tables adopted by Board of Trustees
during Fiscal Year 2012.

Tables adopted by Board of Trustees
during Fiscal Year 2012.

In general, merit and promotion
increases plus assumed General
Wage Increases of 3.0% per year."‘

1.5% per annum for Tier I and Tier II,
2.5% per annum for Tier I,

Under the One-Year Lag Methodology, the actuarial valuation determines the Employer Contributicn for the second following Fiscal Year.

Developed assuming a long-term Consumer Price Inflation assumption of 2.5% per year.




Additional Supplementary Information

NYC Police Pension Fund
Investment Expenses

Year Ended June 30, 2013
POLICE FY13
U.S, Equities
Active
Small Cap Active
Brown AM 84.20 723,738
Perimeter - 161,805
Pier Capital 75.45 406,630
Ceredex 86.05 324,921
Dalton Greiner 95.10 760,668
Lord Abbett 59.77 342,115
Daruma Asset Mgmt Small Cap 111.20 569,757
RAFI Enhanced Small Co. 47.59 70,1591
Total Small Cap 559.36 3,359,825
Small/Mid Cap
Timessquare Capital SMDG 112.64 942,227
Security Global Inv SMDV 97.77 492 357
Total Small/Mid Cap Value 210.41 1,434,585
Mid Cap Active
Frontier Capital MCG 213.65 811,946
Timessquare Capital MCG 125.49 734,927
Iridian Agset MCV 203.70 1,021,848
Systemic Financial MCV 161.09 657,707
Wellington Mgmt MCC 156.88 681,838
Mid Cap Passive
State Street GA S&P 400 1,007.41 45,591
Total Mid Cap 1,868.22 3,953,858
Large Cap
Castleark Mgmt §7.98 294801
Profit Investment Mgmt 43.96 162,132
Zevenbergen 194.30 374,213
Aronson Johnsen - 535,112
Denali Advisors - 171,893
Piedmont Inv Advisors - 154,380
Seizert Cap Pturs 67.86 204,322
RAFI Egnhanced Large Co, 202.11 220,750
VTL S&P 500 97.42 104,694
Total Large Cap 693.63 2,222,296
Emerging Managers
Attucks 33.68 240,860
Capital Projects 38.93 292,909
F.LS. Fund Mgmt 41.27 271,156
Total Progress Trust 48.03 212,709
Total Emerging Managers 161.91 1,017,634
Passive
Russell 3000
Black Rock 4,827.20 133,815
State Street 3,224.61 201,879
Total Russell 3000 8,051.81 335,694
TOTAL U.S. EQUITIES 11,545.34 512,323,892
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Additional Supplementary Information

NYC Police Pension Fund
Investment Expenses
Year Ended June 36, 2013
POLICE FY13

EAFE Markets Equities
Active

Baillie 509.16 805,401

Pyramis Global Advisors 1.51 243,145

Waiter Scott 126.34 95,000

Causeway EAFE Large CAP MTA 358.67 263,114

Mondrian Investment Partners LTD 0.96 336,743

Sprucegrove (New) 603,30 225,000

Capital Guardian MTA 0.35 437,448

Philadelphia 0.26 452,290

Investment MNGT 147.80 1,159,782

Acadian EAFE Small Cap MTA 180.42 122,130

Pyramis EAFE Small Cap MTA 190.12 130,000
Passive

SSGA 574.23 201,685

Total EAFE Markets Equities 2,693.12 4,471,737

Opportunistic Equity Strategies

NON-ULS. Activist

Govemnance for Owners 70.21 397,974

NON-U.S. Environemental Managers

Generation GE 86.07 443317

Total Non-U.S. Activist/Environmental 156.28 841,291
Total Developed Non-U.S. Activist/Environmental 2,849.40 5,313,028
Emerging Markets Active

Acadian 288.88 738,223

Baillie Gifford 37291 1,753,169

DFA 27811 1,747,667

Eaton Vance 282.55 1,593,283

Emerging Markets Passive

Blackrock Account EM 478.10 250,055

Total Emerging Markets 1,700.55 6,082,397
TOTAL INTERNATIONAL EQUITIES 4,549,95 $11,395,425
Hedge Funds

Permal Hedge Fund of Funds 159,75 322,530

Blue Trend Fd 62.15 1,419,541

Brevan Howard 125.65 2,471,133

Brigade Lev Cap Str 7136 998,007

Carlson Blk DIA fd 85.00 -

Caspian Select CF 55.39 662,783

CCP Quant Fd 54.48 370,77

D.E. Shaw 155.04 3,441,385

Fir Tree Val Fd 43.81 186,630

Perry Capital 66,09 co-

Pharo Macro Fd Ltd 51.00 -

Total Hedge Funds 930.22 $9,872,780
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Additional Supplementary Information

NYC Police Pension Fund
Investment Expenses
Year Ended June 30, 2013
POLICE FY13
Real Estate Equity Securities
SSGA REIT 149.33 492357
Total Real Estate Equity Securities 149.33 $492,357
Private Equity Investments
: ACON Equity Pturs Il 0.30 0.00
Aisling Capital {I 1.72 27,033
Aisling Capital III 3.19 122,203
American Sec Ptnrs Vi 11.18 521,292
Ampersand 2009 9.10 250,000
Apotllo Investment Fd V 543 -
Apollo Investment Fd VI 40.64 -
Apotlo Investment Fd VI 43.07 464,002
Ares Corp Opp 6,99 59,888
Ares Corp Opp Fd I{ 6.86 55,976
Ares Corp Opp Fd 11l 18.11 128,856
Ares Corp Opp Fd IV 1.54 485,583
Arlington Capital Partners 111 11.88 195,414
Arsenal Capital Parmers [l 11.36 54,822
Aurora Equity Capital Partners I 9.59 11,212
Avista Capital Partmers 16.03 125,000
Avista Capital Partners I1 32.53 218,750
AXA Secondary Fd V 49.10 800,000
BCEUR Cap IX 24.24 161,680
BDCM Opportunity Fd III 8.82 299,588
Blackstone Capita Ptnrs [V 2531 -
Blackstone Capital Ptors V 41.65 96,993
Blackstone Capital Ptnrs VI 9.82 136,966
Blackstone Mezz Ptnrs I1 3.69 50,941
Blue Wolf Capital Fund II 1106 -
Bridgepoint Europe il 9.02 -
Bridgepoint Europe IV 1145
Capital Ptnrs 10.69 .
Carlyle Ptnrs 11 0.06 -
Carlyle Pinrs IV 30,94 150,190
Carlyle Ptnrs V 41.35 532,304
Carpenter Community Bancfund 17.70 225,559
Catterton Partners VI 28.48 354,248
CCMP Capital Investars [1 19.46 125,058
Clayton, Dubilier and Rice Fund VII 9.3¢ -
Clayton, Dubllier and Rice Fund VIIT 8.43 -
Celtic Pharm Hidgs, LP 15.35 155,176
Coller International Ptnrs IV 7.47 139,950
Coller International Ptnrs V 6.24 98,522
Comvest Investment Ptors 11 7.29 150,203
Comvest [nvestment Ptnrs [V 15.96 330,777
Constellation Ventures [{[ 13.62 300,000
Corals 2007 Momentum Fund 9.92 248,632
Credit Suisse EM Fd 4.48 570,784
Credit Suisse EM Co/Inv Fd 28.75 25,065
Crestview Ptnrs 1 19.20 277,533
CVC Euro Eq Ptnrs (Il 2.62 -
CVC Euro Eq Ptars V 23.85 306,998
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Additional Supplementary Information

NYC Police Pension Fund
Investment Expenses
Year Ended June 30, 2013

POLICE FY13
Cypress Merch Bk Ptnrs II 4.27 30,494
DMR Mortgage Opportunity Fd : 0.01 -
EQT VI 15.60 734,490
Erasmus NYC Growth FD A 1.55 -
Falconhead Capl Ptnrs II 10.88 -
FdG Capl Ptnrs 1034 .
FdG Capl Ptnrs II 8.73 146,042
Fenway Ptnrs Capital 111 6.72 100,965
FirstMark Fd IV 23.03 166,611
First Reserve Fd X1 i8.02 111,132
First Reserve Fd XII 15.35 266,528
Fourth CINVEN Fd 1233 92,275
FS Equity Ptnrs V 529 14,808
FS Equity Ptnrs VI 13.75 245,322 ‘
Atlantic Equity Ptuirs IV 14.43 412,422
FT Ventures Fd IIl 8.89 168,752
GI Ptars Fd 11 12.31 -
Gl Partners Fund 111 17.39 194,671
GF Capital 7.86 174,134
Gleacher Mezzanine Fd I1 5.26 61,624
Green Eq Inv VI 5.09 417,920
GSC Recovery III 2.23 -
GS0 Capital Opportunities Fd 849 198,332
Highland Consumer Fd I 6.06 250,786
ICV Pinrs 1] 0.93 50,082
Intermedia Ptnrs VIl 16.39 181,680
JPM Strategic Prop Fd 28.67 701,348
JPM Special Sit Fd - 196,325
Landmark Equity Ptnrs XI 523 60,841
Landmark Equity Ptars X1V 17.19 272,500
Landmark Fd XIII 4,69 87,919
Lee Equity Ptnrs 15.68 96,841
Levine Leichtman DVF 9.08 249312
Levine Leichtman Cap Ptnrs [V 11.07 66,934
Lexington Capital Ptnrs Vil 12.80 200,000
Lincolnshire Eq Fd 1 130 -
Lincolnshire Eq Fd I1I 9.99 54491
Lincolnshire Eq Fd IV 3.27 39,976
LODH Eure Choice II 14.31 169,249
LODH Euro Choice II1 20.12 242,835
LODH Euro Choice IV 9.87 192,491
Markstone Capital Ptnrs 4,15 58,072
Medica Mgmt Il 5.07 149,618
Midocean Eq Pimrs 111 36.54 344,177
Milestone Partners 11 13.56 163,242
Montreux Eq Ptnrs [V 8.58 169,260
NB Strategic Co-In Ptnrs I 14.09 599,174
Neuberger Berman Co-Inv Part 33.65 343,060
Neuberger Berman Emg Mgr 12.42 .
New Mountain Ptnrs 142 -
New Mountain Ptnrs [ 3.69 5,313
New Mountain Ptars I11 31.35 368,090
Newspring Venture If 7.16 ' -
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Additional Supplementary Information

NYC Police Pension Fund
Investment Expenses

Year Ended June 30, 2013
POLICE . FY13
NGN Biomed Opportunity I 592 188,526
Olympus Capital Asia IIf 13.83 400,000
Onex Ptnrs [H ’ 12.51 248,752
Paladin Homeland Security Fd 13.64 225,752
B Paladin Fund I 19.96 600,000
3 Palladium Eq Ptars [T 2320 112,220
Palladivm Eq Ptrs [V 4.65 630,000
PCGAM Clegan Energy & Tech Fund 2036 180,000
Pegasus Parters [V 13.73 174,335
i Pegasus Partners V 7.26 305,310
Permira Fd IV 13.49 105,258
3 Perseus Ptnrs VII 5.89 117,253
Et.a Pine Brook Capital Ptors 10.71 292,230
& Platinum Eq Cap Ptnrs TII 457 -
Prism Venture Ptars IV 0.03 25,762
ﬁ Prism Venture Pturs V-A 8.76 422 830
r Psilos Groep Partners {1 9.91 252,889
Quadrangte Cap Ptnrs [I 12.40 178,783
Quaker Bioventures [[ 7.07 295,802
Relativity Fd 2.18 580,280
Riverstone/Carlyle GLB EP [V 11.86 40,873
RRE Ventures IV 16.81 375,000
$ Scale Venture Ptnrs ITT 12.46 252,278
3 SCP Priv Eq Ptars I 10.25 108,366
) SCP Vitalife Partners I .32 323,084
Snow Phipps Group 6.94 124,125
Snow Phipps I 7.86 335,732
Salera Pinrs 7.70 . 94,695
Sumumit Partnemn Gr EQ VI 10.00 562,500
Tailwind Capital Partners 0.94 -
Terra Firma Cap 111 8.01 129,446
Thomas McNemey Pinrs 11 7.52 138,004
Trident V 19.79 600,000
Trilantic Capital Ptnrs 4.67 -
Trilantic Capital Ptnrs III 1.05 38,696
Trilantic Capitaf Ptors [V 33.88 350,652
. US Power Fund 11 16.72 -
E* US Power Fund IIT 1151 225,928
iy Vista Equity Ptors 111 19.46 400,000
Vista Equity Ptrrs IV 33.18 875,000
Vitruvian Ptors 6.40 -
V8&A Comm Ptnrs H1 1.76 -
VSS Comm Ptars [V 7.23 81,006
Warburg Pincus XI 15.69 975.277
Wellspring Capital Ptnrs V 3.97 349,800
Welsh, Carson, Anderson & Stowe X1 17.79 315,002
Yucaipa American Alliance Fd 13.00 96,798
Yucaipa American Alliance Fd I 67.19 406,526
Yucaipa Corp Initiative IT 7.9% 105,922
Total Private Equity Investmen ts 1,940.99 $29,952,028
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NYC Police Pension Fund
Investment Expenses
Year Ended June 30, 2013 g
POLICE FY13 |
PRIVATE REAL ESTATE L -
AG Realty Fd VII 21.41 178,125 e
Almanac Re Sec V1 . 14.28 59,420
Amer Value Ptnrs 1 7.26 96,324
Apollo Europe HE 26.92 346,785 i
Apollo Real Estate Fd V 222 -
ARA Asia Dragon Fd 13.44 98,942
Blackrock Carbon I1I 5.69 130,996 i
Blackstone Real Estate Ptnrs EU ITE 28.58 525,000 %
Blackstone Real Estate Pmrs [V 2.70 110,789
Blackstone Real Estate Ptnrs VI 51.66 511,445
Blackstone Real Estate Ptnrs VII 53.28 1,235,942 I
Brookfield Strategic RE Ptnrs 8.57 532,488
Canyon Johnson Urban Fd 11 9,72 -
Canyon Johnson Urban Fd IIT 11.42 186,656
Carlyle RP.Fd V 14.74 532,303
Carlyle Realty VI 15.62 159,760
Colony Investors VIII 6.26 173,522
Colony Realty Ptars II 3.38 233,464
Divco West Fd T 65.92 743,749
Emmes Asset Mgmt Co 2.26 -
Fidelity RE Growth Fd I 10.34 133,107
H/2 Spec Opportunity Fd It 14.90 75,558
Heitman America Fd 36.16 134,408
JPM Strategic Prop Fd 74.36 678,008
JPM Speciat Sit Fd 13.06 191,509
KTR Ind Fd II 3.14 -
Lasalle US Property Fd 40.45 199,642
Metro Workforce Housing Fd 3.77 -
OCM Rea! Estate Opportunities Fd 1Tl 207 -
PRISA 21.22 161,959
PREISAII 58.46 504,662
PRISA I : 43.27 688,610
Prologis Targeted US Logistics Fd 8.44 59,540
RREEF Amer. II 21.49 91,920
RREEF Amer, 11 6.40 53,604
Silverpeak RE Pinys Fd I1f 523 . 113,896
Stockbridge Real Estate Fd 27.10 271,121
Taconic NY Inv Fd 11.78 117,626
The City Investment Fd 31.66 345,237
Thor Urban Property Fd IT 16.82 191,095
UBS Trumbull Property Fd ' 7444 466,170
Walton St RE Fd VI 30.25 330,412
Westbrook RE Fd VII 9.45 115,499 L
Westbrook RE Fd VIIT 32.85 477527
Total Private Resl Estate Investments 973.43 $11,256,819
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i NYC Police Pension Fund
Investment Expenses
Year Ended June 30, 2013
% POLICE : FY13
Fixed Income Advisors .
Structured Program
E Government Treas/Agency Sector
Blackrock 150.98 70,203
Fischer Francis 150.32 141,353
Pimco 308.49 154,935
ﬁ State Street 152.15 100,233
Total Government Treas/Agency Sector 761.94 $466,724
Mortgage Sector
L Blackrock 695.73 351,603
Goldman Sachs 15536 53,593
Neuberger Berman 376.19 235,743
Pimco 676,19 484,897
Wellington MGMT 168.66 174,546
Total Mortgage Sector 2,072.13 $1,300,382
i
i Investment Grade Credit Sector
Blackrock 497.78 231,353
Prudential 461.27 358,638
Prudential Privest 108.82 25,486
Pyramis 14791 255476
A Taplin Canida 150.01 128,517
T. Rowe Price 64370 876,267
2,009.49 $1,875,737
Global Fixed Incotne
LM CAPITAL -MTA 31.38 51,300
Total Global Fixed Income 31.38 $51,300
Progress Fixed Emerging Managers
Ambassador -Core Plus 17.04 59,974
GlA 13.91 48,797
Hillswick 6.81 24,255
E New Century Advisors -Core Plus 17.20 60,619
Pugh Capital Mgmt -Core 13.65 48,201
Total Progress Fixed Emerging Managers 68.61 $241,847
TIPS Managers
Active TIPS Managers
Blackrock 169.63 87,851
Pimeo 429.76 196,672
Total Active TIPS Managers 599.39 $284,523
Passive TIPS Managers
State Street 254,16 9,163
Total Passive TIPS Managers 254.16 9,163
Total TIPS Managers 853.55 §293,686
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Additional Supplementary Information

NYC Police Pension Fund
Investitent Expenses
Year Ended June 30, 2013
POLICE FY13
Opportunistic Fixed Income
Strategies Distressed
Ave Euro Special Situations Fd 078 -
Ave Special Situations Fd V 0.53 -
Ave Special Situations Fd VI 4947 513,168
Torchlight Investors 25.76 440,544
AGGECCLP 0.02 -
Angelo Gordon Ptnrs LP 74.16 359,735
Apollo Prineshp LP 64.15 245,006
Fortress Pinrs LP 25.55 284,091
Goldentree 0D MTA 76.73 521,829
Marathon OD MTA 108.76 661,877
Oak Hill Ptnrs LP 54,39 152,819
QOaktree Opp Fd 1X LP 6,90 22,285
Total Opportunistic Fixed Income Strategies 487.20 $3,201,354
Enhanced Yield
Fort Washington 137.19 345,756
Neuberger Berman 263.74 1,147,675
Oaktree 166.54 528,589
Stone Harbor 178.40 800,058
Lootnis Sayles 239.80 857,263
Shenkman 103.56 453,685
T. Rowe Price 298.13 1,091,803
Total Enhanced Yield 1,387.36 $5,224,830
Bank Loans
Babson BL MTA 199.13 585,373
Credit Suisse BL MTA 197.80 367,905
Guggenheim BL MTA 99.08 424,532
Total Bank Loans 496.01 $1,377,810
Convertible Bonds
Advent 97.63 477,432
Lord Abbett - 148,184
Victory 85.64 243967
Total Convertible Bonds 183.27 $869,583
Internal Management
Access RBC 25.85 71,055
AFL-CIQ Housing Inv Trust 113,23 441,597
BOA-PPAR 6.75 -
CFSB-PPAR 1.22 -
CCD-PPAR 3.07 -
LIIF-PPAR 1.66 -
NCBCI-PPAR 0.80 -
NHS-PPAR 0.60 -
GNMA 0.04 -
CPC-PPAR 9831 -
CPC-Term Loan 6.13 -
Total Internal Management 257.66 $512,652
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Additional Supplementary Information

NYC Police Pension Fund

Investment Expenses
Year Ended June 30, 2013
POLICE FY13
Consultants
Abel Noser 327,131
Capital Analytics 8,107
Courtlandt Partners 78,280
Emst & Young (SR Batliboi & Co) 6,243
Nat1 Instit on Retirement Sec 1,575
Rodriguez Velazquez 140
Stepstone Group 762,000
Strategic Investment Solutions 251,250
Townsend Group 215,607
Total Consultants $1,650,333
Legal Fees Legal Fees
Cox, Castle & Nicholson 23,458
Davis Polk & Wardwell 3,857
Foster Pepper 40,283
Herrick Feinstein 7.659
Kirkiand & Ellis 2,786
Morgan Lewis & Backius 95,429
Pillsbury Winthrop Shaw Pittman 55,876
Nixon Peabody 40,951
Reinhart Boerner VanDeuren 10,196
Rivera & Colon 667
Schute Roth & Zabel 4,741
Weil Gotshal & Manges 1,970
Total Legal Fees $287,873
Total Police FY 2013 528,697.85 $92,647,414
Net Changes Due to Accrued Expenses 13,312,206
Total Investment Expenses, incurred by the system $105,959,620
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on behalf of the fund

NEW YORK CITY

POLICE PENSION FUND

SCHEDULE OF ADMINISTRATIVE EXPENSES

YEAR ENDED JUNE 30, 2013

Saiarles Pald to Plan Personnel 10,570,695
Fringe Benefits paid to plan person 2,301,504
$12,872,1989
Supplies and Materials 446,751
Equipment and Fumitures 555,529
Cfflce Services 2,543,060
Maintenance and Repairs 242,220
Contracts 888,591
Total over head Expenses 4,676,151
Totai Administrative Expenses $17,648,350

|'n addition $6,307,130 of expenses wure Incurred and paid by the City of New York
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Additional Supplementary information

NEW YORK CITY

POLICE PENSION FUND

SCHEDULE OF ADMINISTRATIVE EXPENSES (A)

YEAR ENDED JUNE 30, 2013

Salaries Pald to Plan Personnel
Professional Services:
Administration
Trading and Investments
Management Division
Legal

Total Professional Services

Communication and General Services:

Printing and Computer Services

Total Communication and General Services

Miscellaneous Expenses:

FISA

OPA

Office Management and Budget
Pension overhead expenses

Total Miscellaneous Expenses

Total Administrative Expenses

$12,872,199

£43,998
3,920,372
39,202
516,665

5,020,227

10,600

10,600

823,117

169,086
283,190

4,676,151

5,952,444

$23,855480 *

* This amount represents expanses incuired by the Fund and also by other City agencies. From these expenses,
$17,548,350 ara Incurred and pald by NYCPPF and the balance is incurrad by other clty agencies and pald
by the City of New York on behalf of the fund
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Investment Section

This section is prepared by management from data provided by the Investment Managers.
The Comptroller administers the Fund’s investments, subject to the management and control of
the Board of Trustees. The Board of Trustees has the ultimate responsibility of ensuring that all
the assets of the Fund are managed prudently, in compliance with the administrative code of the
City of New York and the State Retirement Social Security Laws. The Board monitors and
measures market and various other risk factors associated with investments. Independent
investment consultants are employed as investment advisors to the Fund. Investment managers
are utilized to manage long term debt and equity portfolios and seek to increase investment
returns and provide greater safety for the assets of the Fund, The performance of the investment
mangers is reviewed frequently to insure that their activities in dealing securities are con51stent
with the best practices in the industry.

Investment Policy

Investment Policy is approved by the Board of Trustees. The New York City Comptroller
is the Treasurer, Chief Custodian and Investment Advisor to the Board. The primary objective of
the Board is to provide retirement and other benefits for its members.

The Board realizes that increasing investment returns will strengthen the Fund and
significantly enhance benefits enjoyed by the members. Increased returns will further assure the
safety of assets held in trust for pension benefits. The Investment Policy adopted by the Board of
Trustees is one that minimizes credit and market risks while maintaining a competitive yield on
the Fund’s portfolio. All returns are time-weighted rates of returmn. For periods greater than one
year, returns are analyzed.

Investment Philosophy

The investment philosophy of the Board is influenced by key factors that affect
investment and strategy, i.e. Risk Tolerance, Returns, Diversification and Liquidity.

1-Risk Tolerance

The Board shall always act to assure that the level of investment risk in the portfolio will
be prudent and not exceed levels that may jeopardize the primary objective.

2-Returns ,

The Board believes that over the long term there is a relationship between the level of
investment risk taken and the rate of investment return realized. In order to enhance the level of
returns, the assumption of a moderate level of risks is therefore reasonable and justified.
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3-Diversification

The Board seeks diversification through investing in a broad array of instruments in order
to reduce overall portfolio risks.

4-Liquidity

The system anticipates positive cash flow over the near and intermediate term. Liquidity

requirements for payment of current and intermediate benefits will therefore not be an issue for
the future.

Investment Objectives

The Board has adopted the following general investment objectives in order to enhance
returns, provide greater benefits and ensure the safety of assets held in trust for benefits.

1. In recognition that obligations of the Fund will increase as a result of inflation, the Board
seeks to maximize the total return on assets held in trust for pension benefits, while
operating within the bounds of regulatory restrictions and prudent parameters of risk.

2. The Board also aims to protect the system from depreciation of assets during adverse
market conditions and to attain a leve] of retumn that is competitive, not only with similar
funds but also with the wider market. These results are attained through broad
diversification, careful review of risks and emphasis on long term results.

3. The Board of Trustees, where possible and not in conflict with other provisions, is
interested in increased economic activity in local communities. The Comptroller’s Office
has made substantial efforts to broaden the Pension Fund’s activity in economically
targeted investments in the City of New York. This will promote growth in communities
while increasing returns. All existing targeted investments are guaranteed by government
agencies and earn a rate of return commensurate with risk.

Asset Allocation

The Board’s investment policy is implemented using a strategic allocation of assets that
meet its objectives, while working within the confines of the Administrative Code of New York
City and the State Retirement and Social Security Laws. The code authorizes the investment of
Plan Assets, except equities, subject to the terms, conditions, limitations and restrictions imposed
by law for investment by Savings Banks. The code imposes specific criteria for Plan
investments. Fixed income investments may be made mostly in U.S. Government securities or
agencies backed by the U.S Government, companies rated BBB or better by the Standard and
Poor’s Corporation or Moody’s Investor’s Services or in companies on the Legal Investments
lists published by the New York State Banking Department.
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Equity investments may be made only in stocks that meet the qualifications of the New
York State Retirement and Social Security Laws. Short Term Investments may be made in U.S.
Government Securities or other securities fully guaranteed by the Government, commercial
paper rated Al or Pl or fully collateralized repurchase agreements. Investments are made in a
broad array of financial instruments; including domestic stocks, bonds and international
securities, through a collective fund investment vehicle. Diversification of investments provides
greater security for the assets held in trust, enabling the Fund to become stronger and to meet its
obligation. The policy mix targeted for the Fund in fiscal year 2013 included securities from
the following categories: U.S. Equities 39.8%, U.S. Fixed Income (core) 17.1%, International
Equities 9.9%, Emerging Markets 5.9%, Enhanced yield (Fixed Income) 4.8%, Private Real
Estate 3.3%, Private Equities 6.7%, U.S. Treasury Inflation Protected Securities 2.9%, cash
1.0%, Hedge Funds 3.2%, Convertible Bonds .6%, REITS 0.5%, Opportunistic Fixed 1.7%,
Bank Loans 1.7% & ETI .9%.

Results

Fiscal year 2013 was a good year for the securities industry and for the Police Pension
Fund. The Consolidated Performance report prepared for the Fund through June 30, 2013
indicates the following portfolio returns; the Russell 3000 Index gained 21.46%, NYC Core
Plus five lost .95%, The Europe, Australia and Far East international index gained 18.62% and
the Emerging markets gained 3.23%. It is also noted that total investments of the Police Pension
Fund during the year increased from $28,329,833 thousand to $33,126,474 thousand. For the
same period, total assets increased from $29,522,896 thousand to $34,592,457 thousand, while
net investment income increased from $224,044 thousand to $3,030,001 thousand. Overall, the
total portfolio of the Police Pension Fund investments returned 12.28% compared to the policy
benchmark of 12.99%.

Other Information

This section includes a list of the Police Pension Fund portfolio’s largest investment
holdings. A complete list of the portfolio’s holdings can be obtained by writing to
Kevin Holloran Executive Director, New York City Police Pension Fund, 233 Broadway, New
York, NY 10279.
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The following are Consultants & Advisors for the various types of investments.

U.S. Equities

Brown AM

Pier Capital

Ceredex

Dalton Greiner

Lord Abbett

Daruma Asset Mgmt Small Cap
RAF! Enhanced Small Co.
Timessquare Capital SMDG
Security Global Inv SMDV
Frontier Capital MCG
Timessquare Capital MCG
Iridian Asset MCV
Systematic Financial MCV
Wellington Mgmt MCC
State Street GA S&P 400
Castleark Mgmt

Profit Investment Mgmt
Zevenbergen

Seizert Cap Ptnrs

RAFI Enhanced Large Co.
VTL S&P 500

Emerging Markets

Acadian

Baillie Gifford

DFA

Eaton Vance

State Street Emg Mkis (terminated)
Blackrock Account EM

EAFE Markets Equities

Baillie Gifford

Pyramis Globat Advisors (terminated)
Walter Scott EAFE Large Cap MTA
Causeway EAFE Large Cap MTA

Mondrian Investment Partners Ltd (terminate Clayton, Dubilier and Rice Fund VI

Sprucegrove (New)

Thomburg (Teachers terminated)
Acadian EAFE Small Cap MTA
‘Pyramis EAFE Small Cap MTA
S8GA

Govemance For Owners
Generation GE

Emerging Managers
Attucks

Capital Prospects
F.1.8. Fund Mgmt
Taotal Progress Trust
EMOM Transition
BlackRock

State Street
Amalgamated

U.S. Environmental Managers
Walden Asset Mgmt

Hedge Funds
Permal Hedge Fund of Funds
Direct Hedge Funds
Blue Trend Fd
Brevan Howard
Brigade Lev Cap Str
Carlson Blk DIA Fd
Caspian Select CF
CCP Quant Fd

D.E. Shaw

Fir Tree Val Fd
Perry Capital

Pharo Macro Fd Ltd

Private Equity Investments

ACON Equity Ptars 11
Aisling Capital I1

Aisting Capital IIT

American Sec Ptirs VI
Ampersand 2009

Apollo Investment Fd V
Apollo Investment Fd VI
Apollo Investment Fd VII
Ares Corp Opp

Ases Corp Opp Fd I

Ares Corp Opp Fd [11

Ares Corp Opp Fd IV
Arlington Capital Partners [II
Arsenal Capital Partners 11
Aurora Equity Capital Partners III
Avista Capital Partners
Avista Capital Partners I}
AXA Secondary Fd V

BC EUR CapiX

BDCM Opportunity Fd [
Blackstone Capital Pinrs [V
Blackstone Capital Ptnrs V
Blackstone Capital Ptars VI
Blackstone Mezz Pinrs 11
Blue Wolf Capital Fund II
Bridgepoint Europe Il
Bridgepoint Europe 1V
Capital Ptnrs

Carlyle Ptnrs III

Carlyle Ptors {V

Carlyle Pinrs V

Carpenter Community Bancfund
Catterton Partners V1

CCMP Capital Investors [1
Clayton, Dubilier and Rice Fund Vil

Celtic Pharm Hidgs, LP
Coller International Ptars [V
Coller Internationat Pinrs V
Comvest Investment Piors 111
Comvest Investment Ptnrs IV
Constellation Ventures I1{
Corals 2007 Momentum Fund
Credit Suisse EM Fd

Credit Suisse EM Co/Inv Fd
Crestview Ptors I1

CVYC Euro Eq Pinrs 111

CVC Euro Eq Ptnrs V
Cypress Merch Bk Pinrs 11
DMR Mortgage Opportunity Fd
EQT V1

Erasmus NYC Growth FD A
Falconhead Capi Ptnrs II
FdG Capl Ptors

FdG Capl Pturs 11

Fenway Pinrs Capital 11l
First Mark Fd |V

First Reserve Fd X1

First Reserve Fd XII

Fourth CINVEN Fd

FS Equity Ptnrs V

F§ Equity Ptnrs VI

Allantic Equity Pturs 1V

FT Ventures Fd [}i

GIPtars Fd 1T
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US Fixed Income
Blackrock

Fischet Francis

Pimco

State Street

Goldman Sachs
Neuberger Berman
Wellington

Prudential

Prudentiai Privest
Pyramis

Taplin Canida

T. Rowe Price

LM CAPITAL -MTA
Ambassador -Core Plus
GlA

Hillswick

New Century Advisors -Core Plus
Pugh Capital Mgmt -Core

Active TIPS Managers
Blackrock

Pimco

State Street

Strat/Opp Fixed Income Strategies
Ave Euro Special Situations Fd
Ave Special Situations Fd V
Ave Special Situations Fd VI
Fortress Pturs LP

Lone Star Fd VIIL

Oaktree Opp FAIX LP
Torchlight Investors
AGGECCLP

Angele Gordon Ptnes LP
Apollo Prtnrshp LP

Goldentree OD MTA