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STATEMENT




INVESTMENT MANAGEMENT POLICIES, GUIDELINESAND
OBJECTIVES

For The

TOWN OF LONGBOAT KEY CONSOLIDATED
RETIREMENT SYSTEM

l. INTRODUCTION AND BACKGROUND

The Town of Longboat Key Consolidated Retiremenst&y is a defined employee pension
benefit plan established by Ordinance of the Towra@ngboat Key to provide retirement
benefits for its employees, firefighters, and pslafficers. The Town of Longboat Key is the
“plan sponsor”. The Plan is administered by the Sotidated Retirement System Board of
Trustees. The Plan is a pension plan maintainqutdeide retirement, disability, termination
and death benefits, as the case rhayto participants in accordance with the exppessisions

of the Plan. The plan is frozen and will not acceptv participants=a=Hs—cempenentplans:
Police as of 1 Feb 2014, Fire as of 1 Oct 2013 &edieral as of 1 Oct 2013. The total
number of participants at its _:omnﬁ_o: Is XXX. Aiﬁsm@mBm:ﬁ o_ﬂ H:_m c_m: IS 8 ensure funds
are available to its participa austed.

The Plan and the benefits provided thereunder ameefd by contributions by the Town of
Longboat Key, Employees' contributions, interesbme and other income in accordance with
the underlying Plan documents.

The Board of Trustees is charged by Ordinance anapter 112, Florida Statutes with the
responsibility of developing a policy for the inie®nt of the assets of the Fund. The trustees
are named fiduciaries. The investment of the assletsur retirement plan must be consistent
with the written investment policy adopted by thematd of trustees. The policies are structured
to maximize the financial return to the retirem@idn consistent with the risks incumbent in
each investment and are structured to establishmematain an appropriate diversification of the
retirement system’s assets. To assist the Boatsriunction, they are authorized to engage the
services of investment and actuarial consultantspriovide expert assistance. The Board
periodically undertakes studies to evaluate them@l consequence of alternative investment
strategies on the long term well being of the Plarthe view of its consultants and the Board,
the investment program defined in this Statemert pvbduce a result over the long term
consistent with the Plan's primary objective ofsgreing its assets with a reasonable rate of
return.

In the implementation of the investment prograng Bian will employ investment managers
who have demonstrated expertise with particularetasdasses. Furthermore, the Plan's
investment managers utilize a variety of investmapproaches. This diversification of
managers and investment approach should limit ek of loss and contribute to the
attainment of a more consistent positive returron®heless, there will be short term periods
when the fund will experience unpredictable negataturns. Such periods are not inconsistent
with achievement of the targeted long term objectiv
1



M. INVESTMENT POLICY AND OBJECTIVES

Based on analysis of the Plan assets and expeotedtinent returns and risks associated with
alternative asset mix strategies, the Board adotitedollowing asset class targets, based on

market value:

TRADITIONAL ASSET CLASSES
EQUITY MANAGER(S)

Large Capitalization Value Manager or Fund
Large Capitalization Growth Manager or Fund

Large Capitalization Core (Covered Call) Manage
Mid Capitalization Value Manager

Mid Capitalization Growth Manager

Small Capitalization Value Manager

Small Capitalization Growth Manager
International Value Manager

International Growth Manager

Total Equity

FIXED INCOME MANAGER(S)

TOTAL TRADITIONAL ASSET CLASSES

ALTERNATIVE ASSET CLASSES

PRIVATE REAL ESTATE

FUNDS OF HEDGE FUNDS

MASTER LIMITED PARTNERSHIPS
TOTAL ALTERNATIVE ASSET CLASSES

TOTAL TRADITIONAL & ALTERNATIVE

% Range
—135—108-00%
15.00 — 10.00%
=5100—100004

15.00 - 10.00%
12.50 - 7.50%
5.00 — 0.00%
5.00 — 0.00%
5.00 — 0.00%
5.00 — 0%0
—+560—250%
10.00 - 5.00%
—+56—256%
10.00 — 5.00%
668-86—56-66%
70.00 — 50.00%

368-86—26-66%
35.00 — 15.00%

% Range
12.50- 0.00%

7.50 — 0.00%
7.50 — 0.00%
26-00—0-068%
20.00 — 0.00%

% Target

12.50%
12.50%
12.50%
12.50%
10.00%
5D%
2.50%
2.50%
2.50%

5:86%
7.50%
5-8085%%
7.50%
60.00%

25.00%

L8009
85.00%

% Tarqget
10.00%

0.00%
5.00%

28-80%
15.00%
100.00%

These ranges and targets are established as maxweightings in each respective asset class.
If the investment manager determines that a pemgendf their allocation should be invested in
cash, then they are permitted that flexibility aviti be evaluated by their decisions accordingly.

Over—time—it It is the Board's intention to direzish flows toward the asset class(es} that
are under-represented and away from the class{esjatieabver-represented. Rebalancing of
assets to maintain target+atios percentages usregbannually, at minimum.
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. INVESTMENT POLICY AND OBJECTIVES

Based on analysis of the Plan assets and expeotedtinent returns and risks associated with
alternative asset mix strategies, the Board adofitedollowing asset class targets, based on

market value:

TRADITIONAL ASSET CLASSES
EQUITY MANAGER(S)

Large Capitalization Value Manager or Fund
Large Capitalization Growth Manager or Fund

Large Capitalization Core (Covered Call) Manage
Mid Capitalization Value Manager

Mid Capitalization Growth Manager

Small Capitalization Value Manager

Small Capitalization Growth Manager
International Value Manager

International Growth Manager

Total Equity

FIXED INCOME MANAGER(S)

TOTAL TRADITIONAL ASSET CLASSES

ALTERNATIVE ASSET CLASSES
PRIVATE REAL ESTATE
FUNDS OF HEDGE FUNDS
MASTER LIMITED PARTNERSHIPS
TOTAL ALTERNATIVE ASSET CLASSES
TOTAL TRADITIONAL & ALTERNATIVE

% Range

=—186-10.000/0
12.50 — 7.50%
=5180—10-08%
12.50 — 7.50%
12.50 — 7.50%
5.00 — 0.00%
5.00 — 0.00%
5.00 — 0.00%
5.00 - 0%0
=50—250%
10.00 — 5.00%
=+56—250%
10.00 — 5.00%
66-00—56-50%
65.00 — 45.00%

36-:86—20-00%
35.00 — 15.00%

% Range
12.50- 0.00%

7.50 — 0.00%
7.50 — 0.00%
25.00 — 0.00%

% Tarqget

12,500
10.00%
12500
10.00%
10.00%
5D%
2.50%
2.50%
2.50%

5000
7.50%
5-00%
7.50%
55.00%

25.00%

80.00%

% Tarqget

10.00%
5.00%
5.00%

20.00%
100.00%

These ranges and targets are established as maxieightings in each respective asset class.
If the investment manager determines that a pexgendf their allocation should be invested in
cash, then they are permitted that flexibility anitl be evaluated by their decisions accordingly.

Overtime—it It is the Board's intention to direzash flows toward the asset class(es} that
are under-represented and away from the class{es)atigabver-represented. Rebalancing of
assets to maintain target+atios percentages usregannually, at minimum.



The General investment objectives of the Boardchar®llows:

1 Establisha Prudent | nvestment Program

Although the Retirement System is not covered kg Bmployee Retirement Income
Security Act of 1974 (ERISA), the assets of thisdushall be invested in a manner
consistent with the fiduciary standard set fortleRISA, as though ERISA applied to the
Retirement System; namely, (1) in accordance vhighsafeguards and diversity to which
a prudent investor would adhere (2) and all trainsas undertaken on behalf of the Fund
must be for the sole interest of Plan participamid their beneficiaries in order to provide
benefits and pay the expenses of the Fund. Thee&sisshall be familiar with the

requirements set forth in ERISA. The pension inwesit program must operate in
compliance with all applicable State and Federalsland regulations concerning the
investment of pension assets.

2. I nvestment Obj ective

Primary investment emphasis must be placed upondhsistent protection of the funds
assets and growth performance, i.e., the achieveofi@nlequate investment growth must
not be at the expense of the protection of thetsigser the investment horizon.

More specific investment objectives establishethgyBoard include the following:

e The Fund should earn a return over time exceedieagassumed actuarial rate. As of
Ooﬁocmq =19,=20414 mowm %m actuarial rate is 7.@ the Om:mqm_ m3c_o<mmm

@@%Lmﬁu Asm moEm:m_ rate m:m__ _om 8<_m<$a_ mo__cmﬁmo_ as :mmamo_
periodically

e The Fund should earn a return greater than _:zmg Bmmmcqmg by the Oo:m:Emﬁ
Price Index, 9\ wo§ Umq yeas

%@@L«fa It is m_mo oo:m_mﬁm:_” <<_§ H:m _wamac_moz<m 8 mﬁ minimum,
preserve its assets with a reasonable rate ofretuthe Funds.

e Individual investment managers will not be measuagainst the aggregate fund
objective stated above. They will be compared forapriate market indices, and the
performance of other managers who utilize a simi&estment style. The Board,
with advice from the consultant, shall approve e&ghd manager's use of an
appropriate benchmark for comparison and measutemen



D.

TRADITIONAL ASSET CLASSES- INVESTMENT GUIDELINES

Liquidity Requirements

There is a requirement to maintain liquid reserfigesthe payment of pension benefits
and expenses. The Board will review these Qo_mnﬁr :oé ﬂmpc:mBm:ﬁm at least
m::cm__<

SecuritiesPer mittedon aninterimBasis

Investments may be made in Exchange Traded FurigBsjEor iShares on an interim
basis during manager searches.

Monitor & Compliance

The Plan shall comply with the Protecting Floriddisvestments Act (PFIA). The
investment managers selected by our consultanpratabited from purchases and are
required to divest any investments in those congsawith certain business operations in
the countries of Sudan and Iran that are desigregedcrutinized companies” under the
PFIA. Each manager shall be responsible for keepimgent as to the companies that are
listed as “scrutinized companies” by the Floridat&tBoard of Administration. The
consultant shall report quarterly on each managenispliance.

Equities

The investment managers are permitted to investeguity securities (including
convertible bonds) listed on the New York, Ameri@ard principal regional and foreign
(for foreign securities) exchanges. They may ais@st in over-the-counter securities
for which there is an active market maker reguldbgdthe National Association of
Securities Dealers (NASD). For international inuwggt American Depository Receipts
(ADR) that trade over the counter, such as “Pinké8hADRs and Bulletin Board ADRs
are permissible as well as any foreign company trates directly in a U.S. equity
market. Any investment that does not fall into gegary listed above is prohibited.

The equity portion of each portfolio manager shatt

1. Be more thar5% 10% invested in the securitiesgfaae company at market.

2. Make short sales.

3. Use margin or leverage.

4. Be invested in commodities.

5. Beinvested in private real estate



6. Be invested in "investment art objects."

7. Invest in Options, including the purchase, sale/ating of options unless options are
"covered" by the corresponding security or liquadlt equal to the purchase amount.

8. Be invested in warrants, although warrants issanecbnnection with stocks held by
the fund may be sold, held, or converted by thestment manager at its discretion.

The consultant’s responsibility is to report angnrcompliance to the trustees each
quarter.

a.) LargeCapitalization Value, Growth, & Core Stocks

Large capitalization stocks are expected to haeegtieatest weighting in the Consolidated
Retirement System. They are expected to provideenuwmsistent returns (dividends,
interest, and capital gains) over time than oureothquity styles. The objective is to
maximize investment return over a market cycle by investmtarge capitalization equities

having the potential to generate investment returns exagetiose of a passively managed
large stock index.

Large-capitalization equity manager performancapaters include the following:

e Performance within the top half of a Uniwersf Large Capitalization Value,
Growth, or Core Managers.

e Performancethat meets or exceeds the Russell\M#&l0@ or Growth Indexes for Large
Capitalization Value & Growth managers and the appate blended index for the Large
Capitalization Core (Covered Call) manager.

 When appropriate, performance that meets or exdabegserformance of the S&P.
e The risk associated with the manager's portfolionssasured by the variability of
quarterly returns (standard deviation) should nateed that of the appropriatearket

index without a corresponding increase in perforceaabove the index.

e Achieve the performance parameters within a timgzba of a minimum of three to
five years or a full market cycle.

e Consideration should be given to using passivextideds. If passive index funds are used,
performance will be compared to the appropriatexnd



b.) Small/Mid Capitalization Value & Growth Stocks

Small/mid capitalization stocks are expected toroup total portfolio diversification and
provide opportunities for higher incremental retuin the long run. The objective is to
maximize investment return over a market cycle myesting in small/mid capitalization
equities having the potential to generate investmeturns exceeding those ofpassively
managed small/mid stock index.

Small/mid capitalization equity manager performapaemeters include the following:

e Performance within the top half of a Universe of dlifivid Capitalization Value or
Growth Managers

e The risk associated with the manager's portfolionssasured by the variability of
quarterly returns (standard deviation) should nateed that of the appropriatearket
index without a corresponding increase in perforceagbove the index.

e Achieve the performance parameters within a timgzba of a minimum of three to
five years or a full market cycle for the small/neabitalization market.

c.) International Stocks

International Stocks are expected to improve t@@idtfolio diversification and provide

opportunities for higher incremental returns in theg run. The objective is to maximize
investment return over a market cycle by investingdeveloped or emerging markets
international securities through American Depogitéteceipts (ADRs) as well as any
foreign company that trades directly in a U.S. ggunarket. Emerging markets exposure
can also be achieved through the purchase of afmtuirenal mutual fund. Emerging

markets exposure should not exceed 33% of the totaknational allocation. These
equities should generate investment returns excgethose of a passively managed
international index.

Developed & emerging markets international equitgnager performance parameters
include the following:

e Exceed MSCI EAFE — Net Dividend or MSCI All Countfyorld ex. US Index.

e The risk associated with the manager's portfolionssasured by the variability of
quarterly returns (standard deviation) should nateed that of the appropriatearket
index without a corresponding increase in perforceaabove the index.

e Achieve the performance parameters within a timgzba of a minimum of three to
five years or a full market cycle of the internat market.
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FixedIncome

Fixed income securities shall be invested entinelynarketable debt securities issued or
guaranteed by either (a) the United States Govemhroe its agencies, (b) domestic
corporations (including industrial and utilities) srael Bonds (c) asset-backed (ABS)
and commercial mortgage-backed securities (CMBg)domestic banks and other US
financial institutions. All securities must hold rating in one of the four highest

classifications by a major rating service. Suchestments shall all be in accordance
with the Code of the Town of Longboat Key. Any istreents that do not fall under the
criteria listed above are prohibited from being gharsed. Securities ratings reduced
beneath the four highest classifications after lpase should be sold by the portfolio
manager within a reasonable period of time as oeted by the manager. It is the

manager’s responsibility to notify the board in tiag immediately after a security is

downgraded below the policy guidelines. The writesplanation should describe the
manager’s intentions regarding the disposition loé tsecurity being downgraded.

Restrictions on fixed income include the following:

1. Except for Treasury and Agency obligations, thetdatrtion of the Fund shall
contain no more than five percent (5%) of a givesuer irrespective of the number of
differing issues. Other diversification standartieidd be developed and applied by
the Investment Manager(s).

2. If commercial paper is used it must be only oftiighest quality (A-1 or P-1).

3. Private placement debt is not permissible exceptalglacementsRule 144A.
Securities Act of 1933, as amended provides a kafbor from the registration
requirements of the Securities Act of 1933 for @ertprivate resales of minimum
$500,000 units of restricted securities to quedifinstitutional buyers (QIBs).

4. The maximum weighting of fixed income in BBB ratsig 15%.

Fixed income manager(s) performance parametensdache following:
e Performancethat meets or exceeds the BarclaysaCAggregate Bond Index.

e The risk associated with the manager's portfoliaresmsured by the variability of
guarterly returns (standard deviation) must noteercthat of the Barclays Capital
Aggregate Bond Index without a corresponding ineeein performance above the
index.

e Achieve the above objectives within a time horizgna minimum of three to five
years or a full market cycle.



ALTERNATIVE ASSET CLASSES - INVESTMENTGUIDELINES

Alternative asset classes historically have lowntmderate correlation to market indices.
Alternative asset classes are expected to improte portfolio diversification and
provide opportunities for higher incremental retummver the long-term. Many of the
asset categories are expected to generate abselutas (positive returns regardless of
market environment) versus relative returns (retwomparative to a given benchmark).

The guidelines for alternative asset classes—gaeldiffer from the guidelines for
traditional asset classes—guidelines. Alternatissed managers may use leverage and
derivatives, may short securities, generally haighdr fees, typically have reduced
liquidity, and performance is dependent primarityaalvisor skill.

Real Estate

Real Estate Investment Trusts (REITs)

The investment managers are permitted to investahestate investment trusts (REITS)
listed on the New York, American and principal gl and foreign (for foreign
securities) exchanges. They may also invest in-thecounter securities for which
there is an active market maker regulated by thgoNa Association of Securities
Dealers (NASD).

Private Real Estate

The investment managers are permitted to inveptiuate real estate. Private real estate
will be purchased through an institutional vehiclée institutional vehicle provides
diversification of property type and geographicatdtion and provides a competitive
price structure.

a.) Real Estatelnvestment Trusts (REITS)

Real Estate Investment Trust securities are exgedte improve total portfolio
diversification and provide opportunities for highecremental returns in the long-term.
The objective is to maximize investment return caenarket cycle by investment in real
estate through REITS.

REIT equity manager performance parameters indheéllowing:

e Exceed National Association of Real Estate Investmiusts (NAREIT) Equity
REIT Index.

e The risk associated with the manager's portfolianesmsured by the variability of
quarterly returns (standard deviation) must noteexcthat of the NAREIT Equity
REIT Index without a corresponding increase in @aniance above the index.

e Achieve the performance parameters within a timgzba of a minimum of three to
five years or a full market cycle of the REIT matke
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b.) Private Real Estate
Private real estate investments are expected tmwepotal portfolio diversification and
provide income and opportunities for higher incrataéreturns in the long-term. The
objective is to maximize investment return over arket cycle by investment in real
estate through private ownership. These private estate investments should generate
investment returns exceeding those of a passivalyaged private real estate index.

Private real estate investment performance parasieigdude the following:

e Exceed the National Council of Real Estate Investrgduciaries (NCREIF) Index.

e Performance comparable to the Barclays Capital éggpe Bond Index

e The risk associated with the manager's portfoliaresmsured by the variability of
guarterly returns (standard deviation) must noteexicthat of the NCREIF Index or
the Barclays Capital Aggregate Bond Index withoutaaresponding increase in

performance above the index.

e Achieve the above objectives within a time horizdriive to ten years or a full real
estate market cycle.

Fundsof Hedge Funds(FofHFs)

FofHFs are private investment funds investing prilpyan the global equity and fixed
income markets typically employing sophisticateatling strategies using leverage and
derivative instruments. FofHFs invests in multipgingle manager hedge funds. The
strategy =designs of a diversified portfolio of mgeis 2with has the objective of
significantly lowering the risk (volatility) of investing with amndividual manager.
The FofHFs manager has discretion in choosing wisithtegy to invest in for the
portfolio. A manager may allocate funds to numerous managensinwd single
strategy, or with numerous managers in multiplastegies. The investor has the
advantage ofliversification among managers and styles with iBgantly less capital
than investingwith separate managers. This type of investmentrumsent will be
considered by theconsultant and suggestions for their use will beught before the
Board for discussion at times when the consultaehts appropriate.



Master Limited Partnerships (MLPs) are utilizedpiwvide additional income to the
portfolio. They are expected to provide increasimapme over time.

MLP manager performance parameters include thevioiig:
e Performance comparable to the Alerian MLP Index.
e The risk associated with the manager's portfoliaresmsured by the variability of

guarterly returns (standard deviation) should xakeed that of the comparison index
without a corresponding increase in performancealioe index.

e Achieve the performance parameters within a timgzba of a minimum of three to
five years or a full market cycle.

STATE MANDATED REQUIREMENTS

1. EXPECTED ANNUAL RATE OF RETURN. The desired investim objective is a
long-term rate of return on assets=e£%~50% 7.00%e target rate of return is for the
current year, for each of the next several yeatsfanthe long-term thereafter or as
changed bythe Board. The target rate of return has been basdbe assumption that
future real returns will approximate the long-terates of return experienced for each
asset class in the Investment Guidelines. Becaum&emperformance varies and a
fixed percent return may not be meaningful durirggne periods, the Board has
established performance benchmarks for Managersetasrth in the Internal Controls
section of this Investment Policy. Over a complete businesdegythe Plan's overall
annualized total return, after deducting investnaamt transaction costs, should perform
above themedian of an appropriate universe and above amiztd index composed of
various market indices weighted by the strategsetallocation of the Plan's assets.

2. THIRD-PARTY CUSTODIAL AGREEMENTS. The securitiesalid be held with a
third party, and all securities purchased by, alccallateral obtained by, the board
should be properly designated as an asset of thmlbdNo withdrawal of securities, in
whole or in part, shall be made from safekeepingepkby an authorized member of the
board or the board's designee. Securities tramsesctetween a broker-dealer and the
custodian involving purchase or sale of securibgs$ransfer of money or securities must
be made on a "delivery vs. payment" basis, if ajgblie, to ensure that the custodian will
have the security or money, as appropriate, in laatige conclusion of the transaction.

3. MASTER REPURCHASE AGREEMENT. All approved institutis and dealers

transacting repurchase agreements shall executpeafatm as stated in the Master
Repurchase Agreement. All repurchase agreemensatdions shall adhere to
requirements of the Master Repurchase Agreemerdréndpplicable).

4. BID REQUIREMENT. The board shall determine the appnate maturity date
based on cash-flow needs and market condition$yzmand select one or more optimal
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VI.

types of investment, and competitively bid the sigun question when feasible and
appropriate. Except as otherwise required by lae,nhost economically advantageous
bid must be selected.

5. INTERNAL CONTROLS. The attached system of intercahtrols and operational
procedures has been adopted by the Board andshallviewed by its independent
certified public accountants as part of any finahaudit of the Plan.

6. CONTINUING EDUCATION. All Board members are encogeal and expected to

attend continuing education seminars concerningtargtrelated to investments and
responsibilities of Board members. Without limititlge foregoing, Board members are
pre-authorized to attend any in-state seminars.enéiince at out-of-state seminars
requires prior Board approval.

7. REPORTING. The Board shall submit an annual refmotihe Town of Longboat
Key. The report shall include investments in thetfpbo by class or type, income
earned and market value. The annual report shall/agable to the public.

8. FILING OF INVESTMENT POLICY. Upon adoption by theoBrd, this Investment
Policy shall be promptly filed with the Florida Depment of Management Services, the
Town of Longboat Key and the Actuary. The effectdage of this Investment Policy,
and any amendment hereto, shall b& &llendar day following the filing date with the
City.

9. VALUATION OF ILLIQUID INVESTMENTS. llliquid investments for which a
generally recognized market is not available or ¥drich there is no consistent or
generally accepted pricing mechanism shall be walire accordance with Section
215.47(6), Florida Statutes, when those investmargsutilized. Any asset without a fair
market value shall be excluded from the determmmatf annual funding costs. The
Board shall notify the Florida Department of Managat Services and the City Auditor
and Clerk of the Town of Longboat Key of each sasbet.

REVIEW OF INVESTMENT MANAGERS

The Board will meet at least quarterly wite consultants and review investment
results.

These reviews will focus on:

e the managers' adherence to the policy guidelines;

e comparison of managers' results against funds smdar policies (in terms of the
diversification, volatility, and style);

e the opportunities available in both equity and dehtkets; and

e material changes in the managers' organizatiom, asi philosophical and personnel
changes, acquisitions or losses of major accoetts,

11



VIlI. PERFORMANCE EXPECTATIONS

The most important performance expectation is ttldexement of investment results
that are consistent with the Plan's investmentcpddtatement. A 3.0% real return is a
reasonable expectation in light of this policy. TB@ard recognizes that this real return
objective may not be attainable during some tinwogs, but it is a long term goal. In

order to ensure that investment opportunities atsel over a specific time period are
fairly evaluated, the Board will use comparativerfpenance statistics to evaluate
investment results. Performance of the Plan wilcbmpared to other funds utilizing a
similar investment policy.

VIIl. POLICY REVIEW

Periodic reviews of the Policy Statement will bedmaby the Board to evaluate its
appropriateness. Any modification of policy guidel shall be approved by the Board
of Trustees and acknowledged in writing by the gtreent managers.

Adopted Signed
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ASSET ALLOCATION ANALYSIS




: : . : Grayst
Asset Allocation Analysis (7-Year Strategic Assumptions) Cg%);iﬁ?rfg

General IPS Fire IPS Police IPS Mix 1 Mix 2 Mix 3 Mix 4
Strategic Target Strategic Target Strategic Target 90%  Traditional/10% 85% Traditional/15% 80% Traditional/20%  80% Traditional/20%

Risk / Return Characteristics Alternative Alternative Alternative Alternative

Expected Return 5.6% 5.8% 5.7% 6.2% 6.5% 6.6% 6.4%

ILLUSTRATIVE Risk 11.0% 11.6% 11.9% 11.8% 12.1% 12.1% 11.4%
PERFORMANCE [Sharpe Ratio 0.38% 0.38% 0.36% 0.40% 0.42% 0.43% 0.44%
Probability of Loss in Any Given Year 29.9% 30.1% 30.7 % 29.2% 28.8% 28.5% 27.9%

Probability > 7.6% ROR - Any Given Year (7.0% + 0.6 % Fees)| 43.4% 44.5% 44.5% 46.0% 47.1% 47.4% 46.6%

-Further diversify

" . -Reduce fixed income -Reduce LC equities -Reduce LC e quities
domestic equities

-Reduce fixed income -Add MLPs -Increase Int'lequiti  es -Add Hedge Funds

-Add Private RE

US Large Cap Value Equities 0.0% 20.0% 22.5% 15.0% 15.0% 12.5% 10.0%

US Large Cap Growth Equities 0.0% 20.0% 22.5% 15.0% 15.0% 12.5% 10.0%

US Large Cap Core Equities 30.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

US Large Cap Core (Covered Call) Equities * 0.0% 0.0% 0.0% 10.0% 10.0% 10.0% 10.0%

US Mid Cap Value Equities 0.0% 10.0% 0.0% 2.5% 2.5% 2.5% 2.5%

Equities IUS Mid Cap Growth Equities 0.0% 0.0% 0.0% 2.5% 2.5% 2.5% 2.5%
US Small/Mid Cap Value Equities 0.0% 0.0% 5.0% 0.0% 0.0% 0.0% 0.0%

US Small/Mid Cap Growth Equities 0.0% 0.0% 5.0% 0.0% 0.0% 0.0% 0.0%

US Small/Mid Cap Core Equities 15.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

US Small Cap Value Equities 0.0% 0.0% 0.0% 2.5% 2.5% 2.5% 2.5%

US Small Cap Growth Equities 0.0% 0.0% 0.0% 2.5% 2.5% 2.5% 2.5%

International Value Equities 0.0% 7.5% 5.0% 5.0% 5.0% 7.5% 7.5%

International Growth Equities 0.0% 7.5% 5.0% 5.0% 5.0% 7.5% 7.5%

International Core Equities 15.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%

Total Equities 60.0% 65.0% 65.0% 60.0% 60.0% 60.0% 55.0%

Fixed Income nvestment Grade Bonds 40.0% 35.0% 35.0% 30.0% 25.0% 25.0% 25.0%
Total Fixed Income 40.0% 35.0% 35.0% 30.0% 25.0% 25.0% 25.0%

More Liquid Hedge Funds 5.0%
Alternatives LPS 5.0% 5.0% 5.0%
Total More Liquid Alternatives 0.0% 0.0% 0.0% 0.0% 5.0% 5.0% 10.0%

Illiquid Alternatives Private Real Estate 10.0% 10.0% 10.0% 10.0%
Total Cash 0.0% 0.0% 0.0% 10.0% 10.0% 10.0% 10.0%
TOTAL ASSETS 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%

IMPORTANT: The projections and other information generated by the Morgan Stanley Asset Allocation Center regarding the likelihood of various investment outcomes are hypothetical in nature, do not reflect actual investment results and are not a guarantee of future results.

*Half of the Large Cap Value & Large Cap Growth percentages can be allocated to a Large Cap Covered Call strategy in order to generate higher income from option premiums received and dampen volatilityin a down market.



: : , Grayst
Asset Allocation Analysis (20-Year Secular Assumptions) Cg%);iﬁ?rfg

General IPS Fire IPS Police IPS Mix 1 Mix 2 Mix 3 Mix 4
Strategic Target Strategic Target Strategic Target 90%  Traditional/10% 85% Traditional/15% 80% Traditional/20% 80% Traditional/20%

Risk / Return Characteristics Alternative Alternative Alternative Alternative

Expected Return 8.0% 8.2% 8.2% 8.5% 8.9% 8.9% 8.7%

ILLUSTRATIVE Risk 10.3% 10.7% 10.9% 10.9% 11.1% 11.2% 10.6%
PERFORMANCE [Sharpe Ratio 0.49% 0.48% 0.48% 0.50% 0.53% 0.53% 0.54%
Probability of Loss in Any Given Year 21.2% 21.5% 21.8 % 21.0% 20.6% 20.6% 19.9%

Probability > 7.6% ROR - Any Given Year (7.0%+ 0.6 % Fees) 52.6% 53.1% 53.3% 54.3% 55.8% 55.8% 55.3%

-Further diversify

. . -Reduce fixed income -Reduce LC equities -Reduce LC e quities
domestic equities

-Reduce fixed income -Add MLPs -Increase Int'lequiti  es -Add Hedge Funds

-Add Private RE

US Large Cap Value Equities 0.0% 20.0% 22.5% 15.0% 15.0% 12.5% 10.0%
US Large Cap Growth Equities 0.0% 20.0% 22.5% 15.0% 15.0% 12.5% 10.0%
US Large Cap Core Equities 30.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
US Large Cap Core (Covered Call) Equities * 0.0% 0.0% 0.0% 10.0% 10.0% 10.0% 10.0%
US Mid Cap Value Equities 0.0% 10.0% 0.0% 2.5% 2.5% 2.5% 2.5%
Equities US Mid Cap Growth Equities 0.0% 0.0% 0.0% 2.5% 2.5% 2.5% 2.5%
US Small/Mid Cap Value Equities 0.0% 0.0% 5.0% 0.0% 0.0% 0.0% 0.0%
US Small/Mid Cap Growth Equities 0.0% 0.0% 5.0% 0.0% 0.0% 0.0% 0.0%
US Small/Mid Cap Core Equities 15.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
US Small Cap Value Equities 0.0% 0.0% 0.0% 2.5% 2.5% 2.5% 2.5%
US Small Cap Growth Equities 0.0% 0.0% 0.0% 2.5% 2.5% 2.5% 2.5%
International Value Equities 0.0% 7.5% 5.0% 5.0% 5.0% 7.5% 7.5%
International Growth Equities 0.0% 7.5% 5.0% 5.0% 5.0% 7.5% 7.5%
International Core Equities 15.0% 0.0% 0.0% 0.0% 0.0% 0.0% 0.0%
Total Equities 60.0% 65.0% 65.0% 60.0% 60.0% 60.0% 55.0%
Fixed Income nvestment Grade Bonds 40.0% 35.0% 35.0% 30.0% 25.0% 25.0% 25.0%
Total Fixed Income 40.0% 35.0% 35.0% 30.0% 25.0% 25.0% 25.0%
More Liquid Hedge Funds 5.0%
Alternatives LPS 5.0% 5.0% 5.0%
Total More Liquid Alternatives 0.0% 0.0% 0.0% 0.0% 5.0% 5.0% 10.0%
Illiquid Alternatives Pfivate Real Estate 10.0% 10.0% 10.0% 10.0%
Total Cash 0.0% 0.0% 0.0% 10.0% 10.0% 10.0% 10.0%
TOTAL ASSETS 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%

IMPORTANT: The projections and other information generated by the Morgan Stanley Asset Allocation Center regarding the likelihood of various investment outcomes are hypothetical in nature, do not reflect actual investment results and are not a guarantee of future resuits.

“Half of the Large Cap Value & Large Cap Growth percentages can be allocated to a Large Cap Covered Call strategyin order to generate higher income from option premiums received and dampen volatility in a down market.
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Graystone

Recommended Managers’ Performance Analysis Consulting

Large Cap Value

Performance 3 Year - Risk Characteristics 5 Year - Risk Charac teristics

1 Year 3 Year 5 Year 10 Year Alpha Sharpe Beta Std. Dev. R2 Alpha Sharpe Beta Std. Dev. R2

Vanguard Value ETF | 548 1712 1622 715| (0.11) 221 100 772 99.97| (0.10) 124 100 1299  99.99
+/- vsindex| (0.06)  (0.15)  (0.12)  (0.04) (0.02) (0.01) (0.01) (0.01)

Vanguard Value Index 5.54 17.27 16.34 7.19 2.23 7.73 1.25 13.00

Large Cap Growth
Performance 3 Year - Risk Characteristics 5Year - Risk Characteristics
1Year 3 Year RCET 10 Year Alpha Sharpe Beta Std. Dev. R2 Alpha Sharpe Beta Std. Dev. R2
Vanguard Growth ETF 9.60 17.93 18.65 9.14 0.01 2.26 1.00 7.90 99.99 (0.05) 1.38 1.00 13.51 100.00
+/-vs Index (0.06) (0.04) (0.07) (0.06) 0.00 (0.02) 0.00 (0.01)
Vanguard Growth Index 9.66 17.97 18.72 9.20 2.26 7.92 1.38 13.52

Large Cap Core
Performance 3 Year - Risk Characteristics 5Year - Risk Characteristics

1Year 3 Year 5 Year 10 Year Alpha Sharpe Beta Std. Dev. R2 Alpha Sharpe Beta Std. Dev. R2

Connors Investor Senvices, Inc. Covered Call 6.86 14.32 15.43 7.87 1.87 2.39 0.92 5.98 88.86 1.85 1.43 0.93 10.73 97.62
+ /- vs Index| 0.91 0.95 1.02 1.05 0.21 (0.13) 0.17 (0.67)

60% S&P 500/40% CBOE 5.95 13.37 14.41 6.82 2.18 6.11 1.26 11.40

Mid Cap Value
Performance 3 Year - Risk Characteristics 5Year - Risk Characteristics

1 Year 3 Year 5 Year 10 Year Alpha Sharpe Beta Std. Dev. R2 Alpha Sharpe Beta Std. Dev. R2

Kennedy Capital Mgmt Mid Cap Value | 220 1843 1783 1129 019 202 096 909 90.16 | (0.84) 1.09  1.06 1634 97.21
+/- vsindex|  (147)  (0.70) 0.10 2.40 (0.09) 0.06 (0.08) 1.18

Russell Midcap Value 3.67 19.13 17.73 8.89 211 9.03 1.17 15.16

Mid Cap Growth
Performance 3 Year - Risk Characteristics 5Year - Risk Characteristics

1Year 3 Year 5 Year 10 Year Alpha Sharpe Beta Std. Dev. R2 Alpha Sharpe Beta Std. Dev. R2

Congress Asset Mgmt Mid Cap Growth 15.21 18.85 22.70 11.50 (0.23) 2.15 1.00 8.74 78.53 4.99 1.48 0.92 15.28 90.31
+/ - vs Index| 5.76 (0.39) 4.01 1.81 (0.32) 0.98 0.31 (0.57)

Russell Midcap Growth 9.45 19.24 18.69 9.69 2.47 7.76 1.18 15.85

Values as of June 30, 2015 8
The prices, quotes, and statistics contained herein have been obtained from sources believed to be reliable, however, the accuracy cannot be guaranteed.



Recommended Managers’ Performance Analysis

Graystone
Consulting

Small Cap Value

Kayne Anderson Rudnick Invst. Small Cap Quality Value
+/ - vs Index

Russell 2000 Value

Performance
5 Year
15.88
1.07
14.81

10 Year
10.19
3.32
6.87

ACEY
15.26
(0.24)
15.50

Alpha
(0.03)

I CEY
6.11
5.33
0.78

Small Cap Growth

Apex Sm Cap Gr
+ /- vs Index

Russell 2000 Growth

Performance
3 Year 5 Year 10 Year
22.54 23.54 -
2.43 4.21 -
20.11 19.33 =

1 Year
14.77
2.43
12.34

Alpha
6.57

International Value

Lazard Intl Eq Select ADR*
+ /- vs Index 4.00 1.58 2.93 1.36

MSCI EAFE (Net) (4.22) 11.97 9.54 5.12
* Lazard offers a version of the strategy that contains exposure to emerging markets that may be considered.

Performance
5 Year
12.47

10 Year
6.48

3 Year
13.55

Alpha
2.20

1 Year
0.22)

International Growth

Renaissance Investment Management International Equity

MSCI ACWI ex USA (Net)

Performance
5 Year
11.19
3.43
7.76

10 Year
9.06
3.52
5.54

ACEY
13.27
3.83
9.44

1 Year
(2.42)
2.84
(5.26)

Alpha
4.15

Intermediate Fixed Income
Performance
5 Year
2.51
(0.28)
2.79

10 Year
4.03
0.01
4.02

3 Year
1.55
(0.05)
1.60

1 Year Alpha
1.07
(0.61)

1.68

Pacific Income Advisers, Inc. Limited Duration

Barclays Intermediate U.S. Government/Credit

Values as of June 30, 2015

Sharpe

(0.07)

3 Year - Risk Characteristics
Std. Dev.
12.49
1.53
10.96

Beta
1.22 1.00
(0.19)

1.41

3 Year - Risk Characteristics
Beta  Std. Dev.
0.77 10.00
(1.33)
11.33

Sharpe
2.25
0.48
1.77

3 Year - Risk Characteristics

Std. Dev.
9.82
(0.03)
9.85

Beta
0.94

Sharpe
1.38
0.17
1.21

3 Year - Risk Characteristics
Std. Dev.
10.57
1.11
9.46

Beta
0.95

Sharpe
1.25
0.26
0.99

3 Year - Risk Characteristics

Std. Dev.
1.89
0.05
1.84

Beta
1.01

Sharpe
0.79
(0.05)
0.85

R2
76.62

R2
75.99

R2
88.59

R2
72.38

R2
97.21

5 Year -

Alpha
3.53

Alpha
4.94

Alpha
3.26

Alpha
3.42

Alpha
0.01

Sharpe
1.02
0.18
0.85

5 Year -
Sharpe
1.31
0.26
1.05

5 Year -
Sharpe
0.84
0.22
0.62

5 Year -
Sharpe
0.69
0.19
0.49

5 Year -
Sharpe
1.18
(0.01)
1.19

Risk Characteristics

Std. Dev.
15.45
(1.98)
17.43

R2
84.35

Beta
0.81

Risk Characteristics

R2
90.94

Std. Dev.
17.96
(0.40)
18.36

Beta
0.93

Risk Characteristics

R2
95.20

Beta
0.94

Std. Dev.
14.77
(0.51)
15.28

Risk Characteristics

R2
90.83

Beta
0.99

Std. Dev.
16.23
0.68
15,55

Risk Characteristics

R2
96.96

Beta
0.90

Std. Dev.
2.08
(0.21)
2.29

The prices, quotes, and statistics contained herein have been obtained from sources believed to be reliable, however, the accuracy cannot be guaranteed.
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Recommended Managers’ Performance Analysis Consulting

MLP

Performance 3 Year - Risk Characteristics 5Year - Risk Characteristics

1Year 3 Year 5 Year 10 Year Alpha Sharpe Beta Std. Dev. R2 Alpha Sharpe Beta Std. Dev. R2

Center Coast Capital Advisors Center Coast MLP (11.04) 12.68 15.57 - 5.06 0.74 0.94 17.04 96.60 4.44 0.98 0.93 15.78 96.69
8.77 4.92 4.04 - 0.31 (0.85) 0.30 (0.90)

Alerian MLP (19.81) 7.76 11.53 = 0.43 17.89 0.69 16.68

Hedge Fund of Funds
Performance 3 Year - Risk Characteristics 5Year - Risk Characteristics

1Year 3 Year 5 Year 10 Year Alpha Sharpe Beta Std. Dev. R2 Alpha Sharpe Beta Std. Dev. R2

PineGrove Institutional Partners 1.72) 5.22 4.26 4.97 (1.61) 1.77 1.25 2.92 54.62 0.69 1.16 0.97 3.61 78.60
(4.48) (0.31) 0.59 2.35 (1.40) 1.19 0.07 0.32

HFRI FOF: Conservative Index 2.76 5.53 3.67 2.62 3.18 1.73 1.10 3.29

Private Real Estate
Performance 3 Year - Risk Characteristics 5Year - Risk Characteristics

1Year 3 Year 5 Year 10 Year Alpha Sharpe Beta Std. Dev. R2 Alpha Sharpe Beta Std. Dev. R2

AEW Core Property Trust 13.16 12.00 13.24 - 11.43 9.39 0.04 1.27 0.05 (0.44) 6.78 1.08 1.94 41.57
0.20 0.37 0.53 - (7.71) 0.59 (4.03) 0.77

NCREIF Property Index 12.96 11.63 12.71 = 17.09 0.68 10.81 1.17

Values as of June 30, 2015 10
The prices, quotes, and statistics contained herein have been obtained from sources believed to be reliable, however, the accuracy cannot be guaranteed.
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Graystone

Trailing Periods Returns (Without Fund of Hedge Funds) Consulting

Zephyr StyleADVISOR

Zephyr StyleADVISOR: Graystone Consultini

Manager vs Benchmark: Return
July 2004 - June 2015 (not annualized if less than 1 year)
14]
12-
10-
s 8-
5 ] B Recommended Portfolio
X 6 M index
4-
2-
0-
1lyear 3 years 5years 7 years 10 years
Manager vs Benchmark: Return
July 2004 - June 2015 (not annualized if less than 1 year)
1year 3 years 5years 7 years 10 years
Recommended Portfolio 4.36% 11.96% 12.61% 7.84% 8.13%
Index 2.99% 11.00% 11.52% 7.17% 7.36%
Index returns are substituted for historic manager performance when data is unavailable. 12

The prices, quotes, and statistics contained herein have been obtained from sources believed to be reliable, however, the accuracy cannot be guaranteed.



Graystone

Risk/Return Analysis — 5 Years (Without Fund of Hedge Funds) Consulting

Zephyr StyleADVISOR Zephyr StyleADVISOR: Graystone Consulting

Manager Performance Risk / Return
July 2010 - June 2015 (Single Computation) July 2010 - June 2015 (Single Computation)
1907] 14%°7
150—? ] .
1 12%
170 ] ’
160% 10%]
150] 1
] — Recommended Portfolio
1 — Index - S%i
140 £
] 2 ® Recommended Portfolio
1305 x 6"/; » Market Benchmark:
] ° Ind
| 7] ga:l: Equivalent:
120,: ] Citigroup 3-month T-bill
] 4%
1104 ]
100 1 o]
10% 2%
Cumulative Excess Return 4
5% vs. Market Benchmark 4
o 0% % AN % s 5% o 7% % 9%
Q22010 Q42010 Q22011 Q42011 Q22012 Q42012 Q22013 Q42013 Q22014 " Q22015 Standard Deviation
Return & Risk Analysis
July 2010 - June 2015: Summary Statistics
Up Down
Return ExcesvssReturn Standard B\Zta Maximum Capture Capture A\Ilp;ha Sharpe R-S?I:ared
Market Deviation Market Drawdown Vs. VSs. Market Ratio Market
Market Market
Recommended Portfolio 12.61% 1.09% 8.26% 0.97 -8.50% 106.30% 92.47% 1.28% 152 99.41%
Index 11.52% 0.00% 8.45% 1.00 -9.30% 100.00% 100.00% 0.00% 1.36 100.00%
Index returns are substituted for historic manager performance when data is unavailable. 13

The prices, quotes, and statistics contained herein have been obtained from sources believed to be reliable, however, the accuracy cannot be guaranteed.



Risk/Return Analysis — 7 Years (Without Fund of Hedge Funds) ggﬁﬁﬁ?gg

Zephyr StyleADVISOR Zephyr StyleADVISOR: Graystone Consulting

Manager Performance Risk / Return
July 2008 - June 2015 (Single Computation) July 2008 - June 2015 (Single Computation)
1807 ]
] °
160
] ¢
140—: 6%,:
120; : Ez(;)(mmended Portfolio S%é
% ] @ Recommended Portfolio
100; x 4%7: ’ mgreliel Benchmark:
i ] Cash Equivalent:
] 3% Citigroup 3-month T-bill
80— ]
i 2%
60 ]
10% 106-]
Cumulative Excess Return ]
5% vs. Market Benchmark ]
0% T T T T T T T T T T T T T T T T T T T
o0 el 4 0% % 5 &% o% 10% 1%
Q22008 Q4 2009 Q4 2010 Q42011 Q42012 Q42013 'Q2 2015 Standard Deviation
Return & Risk Analysis
July 2008 - June 2015: Summary Statistics
Up Down
Return ExcesvssReturn Standard B\?St a Maximum Capture Capture A\I/psha Sharpe R S?/:ared
Market Deviation Market Drawdown VS. Vs. Market Ratio Market
Market Market
Recommended Portfolio 7.84% 0.67% 11.99% 0.96 -25.66% 102.61% 96.22% 0.92% 0.64 99.12%
Index 7.17% 0.00% 12.49% 1.00 -26.20% 100.00% 100.00% 0.00% 0.56 100.00%
Index returns are substituted for historic manager performance when data is unavailable. 14

The prices, quotes, and statistics contained herein have been obtained from sources believed to be reliable, however, the accuracy cannot be guaranteed.



Risk/Return Analysis — 10 Years (Without Fund of Hedge Funds)
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Zephyr StyleADVISOR Zephyr StyleADVISOR: Graystone Consulting

Manager Performance Risk / Return
July 2005 - June 2015 (Single Computation) July 2005 - June 2015 (Single Computation)
220~ %]
200—: S%é .
] ] 4
4 7%
180*7 ]
] 6]
160— 4
1 — Recommended Portfolio ]
1 — Index o 5%
140 % ] @ Recommended Portfolio
« 4%; . Market Benchmark:
1 ] Index
120i Bl Cash Equivalent:
3%; Citigroup 3-month T-bill
100— ]
1 29
80 ]
20%" 1% <>
Cumulative Excess Return ]
10%- vs. Market Benchmark
0% T T T
D%ﬁ# 0% “l/" SL/“ 8“’/“ 10‘% 12
Q2 2005 Q42006 Q42007 Q42008 Q42009 Q42010 Q42011 Q42012 Q42013 Q22015 Standard Deviation
Return & Risk Analysis
July 2005 - June 2015: Summary Statistics
Excess Return Beta . Up Down Alpha R-Squared
Return vs Standard vs Maximum Capture Capture vs Sharpe vs
) Deviation ) Drawdown VS. Vs. ) Ratio )
Market Market Market Market Market Market
Recommended Portfolio 8.13% 0.78% 10.45% 0.95 -29.22% 103.25% 94.26% 1.04% 0.65 99.07%
Index 7.36% 0.00% 10.89% 1.00 -30.59% 100.00% 100.00% 0.00% 0.55 100.00%
Index returns are substituted for historic manager performance when data is unavailable. 15

The prices, quotes, and statistics contained herein have been obtained from sources believed to be reliable, however, the accuracy cannot be guaranteed.



Graystone

Trailing Periods Returns (With Fund of Hedge Funds) Consulting

Zephyr StyleADVISOR

Zephyr StyleADVISOR: Graystone Consultini

Manager vs Benchmark: Return
July 2004 - June 2015 (not annualized if less than 1 year)
12]
10-
84
=
5 67 Bl Recommended Portfolio
o . H Index
4-
24
04
1lyear 3 years 5years 7 years 10 years
Manager vs Benchmark: Return
July 2004 - June 2015 (not annualized if less than 1 year)
1year 3 years 5years 7 years 10 years
Recommended Portfolio 3.89% 11.34% 11.94% 7.49% 7.97%
Index 2.75% 10.39% 10.82% 6.73% 7.07%
Index returns are substituted for historic manager performance when data is unavailable. 16

The prices, quotes, and statistics contained herein have been obtained from sources believed to be reliable, however, the accuracy cannot be guaranteed.



Risk/Return Analysis — 5 Years (With Fund of Hedge Funds) ggﬁﬁﬁ?gg

Zephyr StyleADVISOR Zephyr StyleADVISOR: Graystone Consulting

Manager Performance Risk / Return
July 2010 - June 2015 (Single Computation) July 2010 - June 2015 (Single Computation)
1807 14977
e 129 o
160 1 ¢
10%
150 ]
1405 — Recommended Portfolio % a
] —Index - 7]
] 2 @ Recommended Portfolio
1307: = S%i » mgreliel Benchmark:
1207 1 O Chroun 3-mon -bil
] 4%
110 |
100 1 05|
10% 2]
Cumulative Excess Return 4
5% vs. Market Benchmark 4
0% T T
oo 0% % % % s 5% % 7% %
Q22010 Q42010 Q22011 Q42011 Q22012 Q42012 Q22013 Q42013 Q22014 " Q22015 Standard Deviation
Return & Risk Analysis
July 2010 - June 2015: Summary Statistics
Up Down
Return ExcesvssReturn Standard B\Zta Maximum Capture Capture A\Ilp;ha Sharpe R-S?I:ared
Market Deviation Market Drawdown Vs. VSs. Market Ratio Market
Market Market
Recommended Portfolio 11.94% 1.12% 7.76% 0.97 -7.96% 106.83% 91.57% 1.32% 153 99.38%
Index 10.82% 0.00% 7.96% 1.00 -8.77% 100.00% 100.00% 0.00% 1.35 100.00%
Index returns are substituted for historic manager performance when data is unavailable. 17

The prices, quotes, and statistics contained herein have been obtained from sources believed to be reliable, however, the accuracy cannot be guaranteed.



Risk/Return Analysis — 7 Years (With Fund of Hedge Funds) ggﬁﬁﬁ?gg

Zephyr StyleADVISOR Zephyr StyleADVISOR: Graystone Consulting

Manager Performance Risk / Return
July 2008 - June 2015 (Single Computation) July 2008 - June 2015 (Single Computation)
1807 ]
1 B%i
160; 7%5 .
] ] ¢
140 6%
1 — Recommended Portfolio 506
1204 —Index ]
% o] ® Recommended Portfolio
100; € E ’ mgreliel Benchmark:
1 i Cash Equivalent:
] 3% Citigroup 3-month T-bill
80 ]
] 2%
60_]
10% 1%
Cumulative Excess Return 1
506 vs. Market Benchmark ]
%]
0% 2% 4% 6% 8% 10% 12%
0%
Q22008 Q4 2009 Q4 2010 Q42011 Q42012 Q42013 'Q2 2015 Standard Deviation
Return & Risk Analysis
July 2008 - June 2015: Summary Statistics
Up Down
Return ExcesvssReturn Standard B\?St a Maximum Capture Capture A\I/psha Sharpe R S?/:ared
Market Deviation Market Drawdown Vs. VSs. Market Ratio Market
Market Market
Recommended Portfolio 7.49% 0.77% 11.38% 0.96 -24.71% 103.33% 95.77% 1.00% 0.64 99.11%
Index 6.73% 0.00% 11.86% 1.00 -25.29% 100.00% 100.00% 0.00% 0.55 100.00%
Index returns are substituted for historic manager performance when data is unavailable. 18

The prices, quotes, and statistics contained herein have been obtained from sources believed to be reliable, however, the accuracy cannot be guaranteed.



Risk/Return Analysis — 10 Years (With Fund of Hedge Funds)
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Zephyr StyleADVISOR Zephyr StyleADVISOR: Graystone Consulting

Manager Performance Risk / Return
July 2005 - June 2015 (Single Computation) July 2005 - June 2015 (Single Computation)
220~ 9% ]
200—: 9"/“*; [ )
180—: 7%*: ’
- 6%
160— ]
1 — Recommended Portfolio ]
1 — Index o 5%
1407, % ] @ Recommended Portfolio
« 4% IS Market Benchmark:
il ] Index
120i Bl Cash Equivalent:
3%; Citigroup 3-month T-bill
100~ ]
1 2%
80 ]
20%" 1061 %
Cumulative Excess Return ]
10%- vs. Market Benchmark
. 0% 2% A % o% 10%
Q22005 Q42006 Q42007 Q42008 Q42009 Q42010 Q42011 Q42012 Q42013 Q22015 Standard Deviation
Return & Risk Analysis
July 2005 - June 2015: Summary Statistics
Excess Return Beta . Up Down Alpha R-Squared
Return vs Standard vs Maximum Capture Capture vs Sharpe vs
) Deviation ) Drawdown VS. Vs. ) Ratio )
Market Market Market Market Market Market
Recommended Portfolio 7.97% 0.90% 9.92% 0.95 -27.84% 104.32% 93.73% 1.15% 0.67 99.01%
Index 7.07% 0.00% 10.35% 1.00 -29.22% 100.00% 100.00% 0.00% 0.55 100.00%
Index returns are substituted for historic manager performance when data is unavailable. 19

The prices, quotes, and statistics contained herein have been obtained from sources believed to be reliable, however, the accuracy cannot be guaranteed.
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All-Inclusive Fee Analysis (Without Fund of Hedge Funds)

Graystone
Consulting

Traditional Asset Classes

Asset
Class
Per cent

Total Asset
Class
Dallars

Asset Class

Expense
Per cent

Asset Class
Expense
Dollars

Equity
-Large Cap Value Vanguard Value ETF 12.50% $ 4,125)040 0.09% | $ 3,712{50
-Large Cap Growth Vanguard Growth ETF 12.50% $ 4, TREAD 0.09% | $ 3,712{50
-Large Cap Core Connors Investor Services CovE€add 10.00% [ $ 3,300,000.0Dp 0.30% | $ 9,900J00
-Mid Cap Value Kennedy Capital Mgmt Mid Cap Value 5% $ 825,000.00 0.35%| $ 2,887{50
-Mid Cap Growth Congress Asset Mgmt Mid Cap Growth 250% | $ 825,000.00 0.30%| $ 2,475|00
-Small Cap Value Kayne Anderson Small Cap Value 0%5 | $ 825,000.0( 0.35%| $ 2,887|50
-Small Cap Growth Apex Small Cap Growth 2.50% $ 82500 0.42%| $ 3,465|00
-International Value Lazard Int'l Equity Select RD 7.50% $ 2,475,000.0p 0.30% | $ 7,425)00
-International Growth Renaissance Investment Man@mnt Int 750% | $ 2,475,000.90 0.30% | $ 7,425]00
Total Equity 60.00% |$ 19,800,000.0 0.22% | $ 43,890.00
Fixed Income
-Intermediate Fixed Income Pacific Income Advislénsited Duration 25.00% | $ 8,250,000.00  0.25% | $ 20,625(00
Total Fixed Income 25.00% | $ 8,250,000.0{) 0.25% | $ 20,625.00
Alter natives
-Private Real Estate AEW Private Real Estate 10.00%% 3,300,000.04 1.02% | $ 33,660{00
-Master Limited Partnerships Center Coast MLP 5.00%%$ 1,650,000.00 0.40% | $ 6,600J00
Total Alternatives 15.00% | $ 4,950,000.00 0.81% | $ 40,260.00
Total Advisory Assets 100.00% | $ 33,000,000.0p
Fee Break down Weighted Fee$
Graystone Consulting Fee - Includes Consultingdifiig Costs and Custodian Services [ 0.27% $89,500.70
Managed Accounts - Equity Managers 0.22% 0.13% $43,890.P0
Managed Accounts - Fixed Income 0.25% 0.06% $20,625.P0
Managed Accounts - Alternative Managers 0.81% 0.12% $40,260.00
Total Managed Asset Costs 0.59% $194,275.00

* Separately managed accounts (SMA) trade throughglsin Stanley's trading desk at zero commission

Craystone Fee Schedule

First $10 million 0.30%
Next $10 million 0.27%
Next $20 million 0.25%
Over $40 million 0.20%
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All-Inclusive Fee Analysis (With Fund of Hedge Funds)
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Traditional Asset Classes

Asset
Class
Per cent

Total Asset
Class
Ddllars

Asset Class
Expense
Per cent

Asset Class
Expense
Dollars

Equity
-Large Cap Value Vanguard Value ETF 10.00% $ 3,3000000 0.09% | $ 2,970{00
-Large Cap Growth Vanguard Growth ETF 10.00% $ 3,3 0.09% | $ 2,970{00
-Large Cap Core Connors Investor Services CovEadid 10.00% | $ 3,300,000.0D0 0.30% | $ 9,900J00
-Mid Cap Value Kennedy Capital Mgmt Mid Cap Value 5@/ $ 825,000.0( 0.35%| $ 2,887|50
-Mid Cap Growth Congress Asset Mgmt Mid Cap Growth 250% | $ 825,000.0 0.30% | $ 2,475|00
-Small Cap Value Kayne Anderson Small Cap Value 0%5 | $ 825,000.0( 0.35%( $ 2,887|50
-Small Cap Growth Apex Small Cap Growth 2509 $ 82500 0.42%| $ 3,465|00
-International Value Lazard Int'l EQuity Select RD 750% | $ 2,475,000.0p 0.30% | $ 7,425[00
-International Growth Renaissance Investment Manamnt Int 750% | $ 2,475,000.90 0.30% | $ 7,425]00
Total Equity 55.00% | $ 18,150,000.0p 0.23% | $ 42,405.00
Fixed Income
-Intermediate Fixed Income Pacific Income Advislamited Duration 25.00% | $ 8,250,000.¢0 0.25% | $ 20,625|00
Total Fixed Income 25.00% [ $ 8,250,000.0p  0.25% | $ 20,625.00
Alter natives
-Private Real Estate AEW Private Real Estate 10.04% 3,300,000.04 1.02% | $ 33,660[00
-Hedge Fund of Funds PineGrove Institutional Ran 500% | $ 1,650,000.40 0.90% | $ 14,850|00
-Master Limited Partnerships Center Coast MLP 5.00%$ 1,650,000.0( 0.40% | $ 6,600{00
Total Alternatives 20.00% | $ 6,600,000.00 0.84% | $ 55,110.p0
Total Advisory Assets 100.00% | $ 33,000,000.0p
Fee Br eak down Weighted Fee$
Graystone Consulting Fee - Includes Consultingdifig Costs and Custodian Services | 0.27% $89,500.40
Managed Accounts - Equity Managers 0.23% 0.13% $42,405.00
Managed Accounts - Fixed Income 0.25% 0.06% $20,625.p0
Managed Accounts - Alternative Managers 0.84% 0.17% $55,110.p0
Total Managed Asset Costs 0.63% $207,640.00

* Separately managed accounts (SMA) trade througiglin Stanley's trading desk at zero commission

Gr aystone Fee Schedule

First $10 million 0.30%
Next $10 million 0.27%
Next $20 million 0.25%
Over $40 million 0.20%
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DISCUSSION ON ALTERNATIVES




Real Estate Attributes

Graystone
Consulting

Potential benefits to Real Estate investing when compared to

traditional investments:

Traditional Investments Alternative Investments

® Noleverage

® Historically, high correlation with market
indices

® More volatility than real estate, even during
periods of outperformance

*There is no guarantee that these objectives will be met.

Leverage (typically O to 75%)

Less volatility compared to equities and fixed
income
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Real Estate Investment Strategies?
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Core Investing:

— Lower Risk / Lower Return Potential

- Well managed, high quality properties

- High grade credit quality tenants, substantially leased
- Diversified across property types

- Return derived primarily form income

Value-Added Investing:
— Moderate Risk /| Return Potential
- Undervalued properties due to sub-optimal management

- Value potential through renovation, re-leasing,
repositioning or redevelopment

- Improved income as a result of better management

Opportunistic Investing:

- High Risk / High Return Potential
- Limited current income

- Distressed investments

- Driven by capital appreciation

- Speculative development

A Range of Opportunities to Satisfy Objectives?
Expected Return?®

> HIGHER

LOWER

Opportunistic

LOWER
Risk

P HIGHER

. Individual funds will have specific nsks related to their investment programs that will vary from fund to fund. Please review and be familiar with the fund's offering matenals,

including the private placement memorandum or prospectus. Please see the Glossary for key definitions and Appendix for Risk Considerations.

. There can be no assurance that any targeted or expected return can be realized orthat actual returns or performance results will not be materally lower than expected retumns. They
are based on industry consensus and the opinions of the team are being prowvided for informational purpeses only. The expected returns de not reflect the performance of any

Morgan Stanley investment.
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Core Private Real Estate Qualitative Summary
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AEW
Product AEW Core Property Trust
Structure Open-end, commingled Equity RE Fund
Boston, MA

Corporate Headquarters

Jay Struzziery

Contact
Phone 617-261-9326
Email jstruzziery @aew.com
Year Founded 1981
$7.5 billion gross
Total Assets of Product $4.7 billion net
21.4 million square ft.
Number of Properties 135
Office -38%

Allocation of Property Type

Industrial - 12%
Multi-family Residential - 28%
Retail - 18%

Other - 4%

Geographical Allocation

West - 32%
East - 32%
South - 33%
Midwest - 3.0%

# of Investors

148

Portfolio Construction Philosophy
Fund Objectives

AEW Core Property Trust seeks to exceed the returns of the NCREIF Fund -ODCE Index on a net of fee

basis. Primary objectives are presenation of capital, stable income, and modest appreciation over the mid to

long term. Targets top-tier markets with focus on highly-liquid markets with high barriers to entry and strong

long term market fundamentals. Emphasize bi-coastal investment strategy, targeting acquistions with a
going in cost at or below today's replacement cost with careful evaluation of residual pricing.

Current Occupancy

95.0%

% Leverage

25% (Maximum 30%)

Inception of Fund

10/1/2007

Queue

Subsequent to quarter-end Q4, the Fund made a capital call on January 1,2015 in the amount of $273 million
reducing the current commitment queue to $195 million.

Minimum Investment

$1,000,000

Fee Schedule

First $10 million @ 1.10%;
Next $15 million @ 1.00%;
Next $25 million @ 0.85%
Next 50 million @ .80%
Above $100 million@ .75%

0.08% of the annual fee is rebated to Graystone Consulting clients.
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Core Private Real Estate Performance Summary Corisulting

AEW NCREIF
Core Property Trust ODCE Index
Income Appreciation Total

2004 N/A N/A N/A 12.64%
2005 N/A N/A N/A 20.18%
2006 N/A N/A N/A 16.15%
2007 N/A N/A N/A 16.08%
2008 4.37% -9.88% -5.91% -10.37%
2009 6.43% -30.22% -25.63% -30.65%
2010 6.59% 10.90% 18.15% 16.14%
2011 6.77% 9.09% 16.42% 15.96%
2012 6.10% 3.24% 9.52% 11.03%
2013 6.16% 5.79% 12.28% 13.34%
2014 5.46% 5.54% 11.27% 12.38%
AEW NCREIF

Income Appreciation Total ODCE Index

2Q2015 1.33% 2.86% 4.22% 3.82%
1 Year 5.52% 7.31% 13.20% 14.43%
3 Year 5.78% 5.85% 11.94% 13.11%
5 Year 6.10% 6.72% 13.20% 14.41%

Performance as of June 30, 2015 (leveraged Fund lewel returns, gross of fees)

Information obtained directly from each Core Real Estate Provider
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Risk/Return Trade-off: Consulting
Annualized for 21 years ending 12/31/13

Hypothetical Portfolio Allocations Using Index Returns
January 1992 - December 2013
8.70%

8.45% 90% U-S-Stocks; 10% @<

45% Bonds, 45% U.S. Hedge Fund
2';2: Stocks, 10% Hedge Funds o
' 100%U.S

e .1“--—-“" o Stocks
7.45% -90%Bonds,10% Hedge

7.20% Funds 50% Bonds. 50% U.S.
6.95% . Stocks

6.70%

6.45% . 100% Bonds

6.20% . T T . . : \
2.00% 4.00% 6.00% 8.00% 10.00% 12.00% 14.00% 16.00%

Annualized Standard Deviation

Compound AnnualReturn

Stocks represented by the S&P 500 Index; Bonds represented by the Barclays Aggregate Bond Index; Hedge Funds represented by the HFRI Fund Weighted

Composite Index. Sourced from PerTrac Financial Solutions, LLC (Memphis, TN) Indexes are unmanaged and investors cannot directly invest in them.

Composite index results are shown for illustrative purposes and do not represent the performance of a specific investment. Indices of hedge funds have

material inherent limitations. This information is for illustrative purposes only and is not intended to represent the performance of any specific investment.

Past performance is no guarantee of future results. 28




Alternative Strategies Cover a Wide Range of Risk 88?;8&12?%

Classifications

The Risk-Return Staircase

. LBO/Private
Bond Alternative/ Complement ——
Hedge Funds
$m. Cap _-'
Equities
\ Lg. Cap _-'
Equities

Bonds
o )
Defensive g, —dm—
Hedge Fundf_-'
Int. _-'
Bonds
Short-Term -'
Bonds y
Fiduciary _-'
o )
=
A

Venture
Capital

RISK I

RETURN
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Alternative Strategies Cover a Wide Range of Risk

Classifications

Graystone
Consulting

RETURN

RISk I

Short-Term

Venture
Capital
i LBO/Private
Aggressive  Equity

_a—
Hedge _-’
smop 2 D

Equities '
Lo.Car o

Equities
High Yield
Bonds A
|
y
Defensive ~ Bonds -'
Hedge Funds s
Int. _-'

)
Bonds A
Fiduciary _-'
.
_A—
|
A—

The Risk-Return Staircase
Equity Alternative/ Complement
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Alternative Investments Differ From Traditional Consulting
Investments

Relative performance objective* } Absolute performance objective*

Generally no leverage } May use leverage

Performance dependent primarily on } Performance dependent primarily on

market returns advisor skill

Historically high correlation with } Historically low to moderate correlation with
market indices market indices
Typically offers daily liquidity Typically have reduced liquidity ranging from
} monthly to 12+ year lock-ups
Fixed management fee on assets Generally higher fees which may include
under management } performance fees

31
*There is no guarantee that these objectives will be met.



What Is A Hedge Fund? (C}(r%slfﬁ?;g

Hedge Funds are not new — they have been in existence for over 50 years

Typically, Hedge Funds seek an absolute return*
« Unlike traditional vehicles, which manage to a relative benchmark

Primarily invest in publicly-traded securities
« Stocks/Bonds/Commodities/Currencies

Employ return enhancement tools such as leverage and derivatives, which typically
also involve greater risk

- Typically treated as a limited partnership for tax purposes for U.S. taxable investors
and as a corporation domiciled in a low-tax/no-tax jurisdiction for U.S. tax-exempt
investors and non-U.S. persons

32
*There is no guarantee that this objective will be met.
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Fund of Hedge Funds Consulting

FUND OF HEDGE FUNDS CHARACTERISTICS® HYPOTHETICAL FUND OF HEDGE FUND

ALLOCATION
* Invests in multiple hedge fund strategies while

. . . . . Fund of Hedge * Professional
circumventing single manager concentration risk Fund Manager management

. e . . . * Manager sourcing
* Diversification across different: strategies, . Rigorous due diligence

managers, and investment styles » Portfolio construction
* On-going monitoring

» Low correlation with traditional securities
markets

- . 1) -
« An additional layer of fees for professional a1 B 4 W Eﬂ £
. - b - b= wn
investment allocation Y S H Bl B =83
. . . . — < - E L% y = =
* Business risk and operations due diligence 2l 2 B B B E
o o = o - [a) E n
. . . . o @ w -
« Ongoing monitoring and risk management = - i -
* Potential to access closed and / or exclusive 7T R
managers + Diversified across multiple managers [ strategies

!
!
. . I
* Allocations are rebalanced according to a targeted i
risk budget I

|

1. The hypothetical allocations above are for illustrative purposes and do not represent the allocations of a specific investment. Reference the Glossary for strategy descriptions and key
definitions. Please see the Appendix for Risk Considerations.
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Rationale for Professional Hedge Fund Selection Consulting

Hedge funds offer many appealing characteristics to investors. At Fund of hedge fund managers are uniguely specialized and

the same time, there are certain attributes of hedge funds that resourced to evaluate and select quality hedge funds for the
require careful consideration and assessment that should be purpose of constructing a portfolio of hedge fund strategies. See
conducted by highly skilled professionals following a detailed the below table for certain hedge fund characteristics and
research process. considerations.

Hedge Fund Characteristic

Investment flexibility

Ability to be opportunistic in
changing market environments

Intended to generate alpha or
excess return delivered by an
investment manager

Exclusive access

Consideration

Hedge funds allow for the use of trading strategies such as short selling, options and other derivative
instruments, as well as hedging technigues and use of leverage, which, while potentially increases investment
returns, can be highly volatile and increase an investor’s risk of investment loss. Significant investment
expertise and experience is often required to perform a meaningful fund evaluation.

Hedge fund managers can exercise their judgment without most traditional constraints, making it challenging
to evaluate and forecast investment risk.

Alpha identification is difficult due to:

= Complexity of trading strategies

* Reduced transparency

= Valuation challenges

= (Changing strategies and changing conditions

Hedge funds often have high investment minimums and at times may be inaccessible due to limited capacity.

Individual funds will have specific nsks related to their investment programs that will vary from fund to fund. Please review and be familiar with the fund's offering matenals, incdluding
the private placement memorandum or prospectus. Please see the Glossary for key definiions and Appendix for Risk Considerations
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Types of Hedge Fund Strategies Consulting

» Long/Short Equity: Equity Hedge investing consists of a core holding of long equities hedged at all
times with short sales of stocks and/or stock index options

» Relative Value: Investment Managers who maintain positions in which the investment thesis is
predicated on realization of a valuation discrepancy in the relationship between multiple securities.
Managers employ a variety of fundamental and quantitative techniques to establish investment
thesis, and security types range broadly across equity, fixed income, derivative or other security
types. Fixed income strategies are typically quantitatively driven to measure the existing relationship
between instruments and, in some cases, identify attractive positions in which the risk adjusted
spread between these instruments represents an attractive opportunity for the investment manager.
RV position may be involved in corporate transactions also, but as opposed to ED exposures, the
investment thesis is predicated on realization of a pricing discrepancy between related securities, as
opposed to the outcome of the corporate transaction.

» Event-Driven: Investment Managers who maintain positions in companies currently or prospectively
involved in corporate transactions of a wide variety including but not limited to mergers,
restructurings, financial distress, tender offers, shareholder buybacks, debt exchanges, security
issuance or other capital structure adjustments.

» Global Macro: Macro involves investing by making leveraged bets on anticipated price movements of
stock markets, interest rates, foreign exchange and physical commodities
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Summary Consulting

Alternative investments include a broad set of asset classes that span the
spectrum of Risk, Return, & Liquidity.

The addition of alternatives has the potential to enhance the performance of
a portfolio of traditional assets.

The addition of alternatives has the potential to reduce the volatility of a
portfolio of traditional assets.

We believe that an asset allocation-led approach is the best way to analyze
and understand the trade-offs and implications of an allocation to any
alternative investment.

The addition of alternatives has the potential to increase the probability of
preserving a portfolio’s capital where withdrawals and volatility exist.
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Fund of Hedge Funds Qualitative & Performance Summary
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Pine Grove Institutional Partners LP

HFRI FOF:
Conservative Index

S&P 500

Strategy Multi-Strategy FOF

Volatility Lower

Minimum Investment (Initial) $500,000

Firm Assets $1.1 Billion

# Key Personnel 8

Consulting Management Fee 1.00%
10-Year Performance as of 6/30/2015
Annualized Return 4.97% 2.62% 7.89%
Standard Deviation 6.95% 6.10% 16.21%
Alpha vs. S&P 500 2.43% 0.18%
Sharpe Ratio 0.52% 0.21% 0.40%
Up/Down Capture vs. S&P 500 36.11% 21.03% 27.61% / 30.18%

Incentive Fee None

Hurdle Rate N/A

Lock-up Period (1)

2% redemption fee before 1 year

Liquidity Period (2) Quarterly
95 calendar day notice
Holdback % (3) 10%

(1) Lock-up Period = No redemption allowed, or fee charged, during period

(2) Liquidity Period = When redemptions are allowed

(3) Holdback % = % of redemption proceeds not paid until next audit completed
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MANAGER QUALITATIVE & QUANTITATIVE

RESEARCH
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Although the statements of fact and data in this presentation have been obtained from, and are based
upon, sources that the Firm believes to be reliable, we do not guarantee their accuracy, and any such
information may be incomplete or condensed. All opinions included in this presentation constitute the
Firm’s judgment as of the date of this presentation and are subject to change without notice. This report is
for informational purposes only and is not intended as an offer or solicitation with respect to the purchase
or sale of any security. Past performance is not a guarantee of future results.

© 2015 Morgan Stanley Wealth Management, Member SIPC. Graystone Consulting is a business of Morgan
Stanley.



