Chief Investment Officer’s Letter

Virginia Ronald D. Schmitz, Chief Investment Officer
% g}fstgilnem P.O. Box 2500 ¢ 1200 East Main Street

Richmond, Virginia 23218-2500
Toll-free: 1-888-VARETIR (827-3847) « TDD: 804-344-3190

December 4, 2014

To: Members of the Board of Trustees and Participants of the Virginia
Retirement System

I am pleased to report that economic and financial market conditions were favorable
most of the past year and the VRS fund generated a robust 15.7% return for fiscal
year 2014. This return was prepared using a time-weighted methodology based

on market value, net of investment expenses. This is the second consecutive year

of strong results, and follows an 11.8% return last year. Together, the two-year
annualized return is approximately double the long-term, actuarially assumed
investment return of 7%. These results are gratifying. A graph follows showing the
annual fiscal year performance compared to the return assumption used for actuarial
purposes. Annualizing the 20-year performance shown in the graph, the fund has
earned 8.8% per year with some individual years being well above and some well
below that long-term average.
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The trust fund’s net position at June 30, 2014, was $66.2 billion — a high-water mark for
VRS. However, I urge caution. As the saying goes, what goes up must come down. Over

the long run, the markets cannot be expected to remain as strong as they have been for the
last two years. We feel reasonably comfortable with security valuations and the near-term
economic outlook. The point is that the bull market cannot continue without taking a breath
or correcting excesses wherever they exist. At least, that is what history tells us.

Before getting into a more detailed discussion of performance results, I wanted to highlight
a couple of major initiatives undertaken this past year. VRS has made significant investment
in systems and technology that will enable us to continue to be a world-class investment
operation in the years ahead. Fiscal year 2014 saw the investment team roll out a new
enterprise risk management system, as well as implement a new portfolio management and
trading platform. Without a doubt, these investments make us a more effective operation.

Performance Overview

For fiscal year 2014, the fund as a whole, as well as all five major asset classes, outperformed
Board-approved benchmarks. Let me add some color on portfolio performance. As
mentioned, the total fund return was 15.7%, which was well ahead of the benchmark
index return of 14.7%. This level of performance is above expectations, as the Board sets
performance goals for staff in the range of 0.3% to 0.6% above the benchmark index in
keeping with the risk parameters granted to stafl’s discretion.

By asset class, the performance derby for the year was won by the private equity portfolio
with a 23.2% return. Fiscal year 2014 was a year of significant realizations on investments
made in the previous several years. Distributions from investment partnerships amounted

to $1.6 billion, more than double the amount of capital calls for new opportunities. Part

of the reason for this outcome was the robust public market, which allowed for favorable
pricing of IPOs. The flipside is that the prices for new investments also are high, making new
commitments a somewhat riskier proposition.

Public equity also was strong, generating a return of 21.6%. Not only was this a strong
absolute level of return, it was nicely ahead of the benchmark index return of 21.1%.
Developed markets continued performing well. Emerging markets had positive returns, but
lagged their developed market counterparts. Corporate earnings, particularly in the U.S.,
continued to come through, primarily due to strong margins but also due to increasing sales.
Collectively, external managers and the internal team showed strong security selection versus
the index. Some of this outperformance was lost due to our overweight position in emerging
markets. But, all in all, the portfolio was strong for the year.

The internal equity team’s performance was particularly impressive this year. The group runs
passive, risk-controlled active and low-volatility strategies. The composite portfolio performed
well, exceeding its weighted benchmarks by a comfortable margin. Risk-controlled active
strategies showed excess return of 1.2% while the low-volatility strategies had excess
performance of 4.5%. These results are impressive when you consider that valuation spreads
have been very tight — especially in the U.S.
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Robust, but slightly more modest results of 14.2% were turned in by the real assets portfolio.
Real assets are comprised of traditional real estate (offices, apartments, etc.) as well as natural
resources (oil, gas and timber) and infrastructure (a hybrid investment combining real estate
and business operations, such as port operations and power generation facilities). Real estate
fundamentals have been improving in most markets around the globe. Pricing is not cheap,
but offers attractive yields relative to 10-year Treasury bonds. In the energy arena, new ex-
traction technologies have created a demand for investment in new production and pipeline
capacity, resulting in attractive opportunities. Last, improving demand for housing stock and
packaging materials has been a positive force in the timber arena.

The credit strategies portfolio generated a 12.2% return. Falling U.S. Treasury yields and
tightening spreads across high-yield, emerging market and high-quality corporate bonds
created upward pricing pressure in the credit strategies portfolio. In addition to these bene-
fits, the credit portfolio has expanded into direct lending, which has been a positive influence
on results. Our exposure to convertible bonds has generated strong returns, but our approach
to this segment of the market is somewhat conservative, which has been a slight drag as
compared to the overall convertible market. Nonetheless, “converts” have been additive to the
strong results in the credit segment.

Last of the five primary asset classes was fixed income, returning 4.9%, which performed
well if more modestly than other assets in keeping with the low-risk nature of an investment-
grade bond portfolio. Fiscal year 2014 can be characterized by slow growth and low inflation
for the developed economies around the globe. Central banks of the major economies con-
tinued to provide monetary accommodation in the form of low interest rates and, in some
cases, quantitative easing programs to stimulate growth. The internal fixed income program
performed well throughout this environment by overweighting exposures in the investment
grade credit and the residential and commercial mortgage-backed securities sectors.

Finally, we report on the SOP (Strategic Opportunities Portfolio), which is not a strategic
asset class. Right now, that portfolio is small and holds a few investments that have been or-
phaned due to changes in strategy of the five primary asset classes. SOP generated a modest
2% return in fiscal year 2014. These investments are being reevaluated for mandate changes
or liquidation. The intent of the SOP is to provide a home for asset classes or investment
strategies that do not neatly fit into the primary asset classes. Senior investment staff has been
working hard on this sleeve of the VRS fund and expect to roll out several new investments
in the next year. We will report back with more detail in next year’s annual report.

Economic and Market Outlook

Significant global geo-political frictions in Ukraine and the Middle East pose risks to the
recovery in the European Union as well as to disruptions in the supply of oil. Real growth in
the U.S. will lead developed markets, with the EU and Japan lagging behind but committed

to aggressively accommodative monetary policies directed at fighting deflationary pressures.
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On the domestic front, the economy contracted in the first quarter of 2014, but recovered

in the second quarter to post a robust 4% (annualized) growth rate. Economic growth is
expected to exceed 3% in the final half of the year. The quickening economy and better-than-
estimated corporate earnings have pushed U.S. stocks to new highs, while manufacturing
and residential construction are stabilizing after subtracting from growth for the past two
quarters.

Inflation remains muted primarily on continued weakness in the labor market and stagnant
real wages. Despite improvement in the unemployment rate, the Federal Reserve continues to
cite sustained high unemployment duration as well as the high numbers of part-time workers
and flat-to-declining real wages as reasons for maintaining “forward guidance” on continued
low rates until such time real wages recover.

Sincerely,

fotd A A L}
Ronald D. Schmitz

Chief Investment Officer
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he Investment Section provides detailed information regarding the structure of the
investment portfolio. This information includes performance, asset allocations, portfolio
highlights, a list of VRS" money managers and public equity commissions for the fiscal year.
The section also presents the System'’s investment management fees and expenses and an

Investment summary.

Investment Account

The VRS Board of Trustees has fiduciary responsibility to invest the fund solely in the interest of the
beneficiaries of the System. As established by the Code of Virginia, “the Board shall invest the assets of the
Retirement System with the care, skill, prudence, and due diligence that a prudent person acting in a like
capacity and familiar with such matters would use in the conduct of an enterprise of like character and with
like aims.”

Benefit payments are projected to occur over a long period of time. This allows VRS to adopt a long-term
investment horizon and asset allocation policy for the management of fund assets. Asset allocation policy

is critical because it defines the basic risk and return characteristics of the VRS investment portfolio. Asset
allocation targets are established using an asset-liability analysis designed to assist the Board in determining
an acceptable volatility target for the fund and an optimal asset allocation policy mix. This asset-liability
analysis considers both sides of the VRS balance sheet in order to estimate the potential impact of various
asset class mixes on key measures of total plan risk, including the resulting estimated impact on funded
status and contribution rates.

The Chief Investment Officer has been delegated authority by the Board to allocate the System’s investments
within the approved asset allocation policy and within the Board-approved active risk budget. The total fund
active risk budget describes the degree of tolerance for yearly variation in the fund’s performance relative to
the Total Fund VRS Custom Benchmark. The primary risk measure used for this purpose is Total Fund
Tracking Error, calculated as the standard deviation of the difference between the fund’s return and the
return of the Total Fund VRS Custom Benchmark. From this measure, probability estimates can be derived
to help the Board estimate the risk of underperforming the benchmark by certain margins.

The investment staff manages the VRS portfolio on a day-to-day basis according to policies and guidelines
established by the Board. The staff manages assets on a direct basis and through outside investment
managers. Managers employ both active and passive investment strategies. The Board has established various
performance benchmarks to serve as tools for measuring progress toward the achievement of long-term
investment goals.

The asset allocation mix of the VRS fund as of June 30, 2014, is shown in Figure 3.1:
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FIGURE 3.1 — ASSET ALLOCATION MIX
AS OF JUNE 30, 2014

Public Equity

20.9% Domestic Equity
17.2% Non-U.S. Equity

5.5% Emerging Market Equity

Investment-Grade Fixed
Income
W 18.5% Fixed Income

Credit Strategies
[ 10.7% Credit
3.7% Convertibles
3.7% Emerging Market Debt

Real Assets

B 10.5% Real Assets
Private Equity

M 7.8% Private Equity
Strategic Opportunities
0.6% Strategic Opportunities

Cash
M 09% Cash

FIGURE 3.2 — INVESTMENT PERFORMANCE SUMMARY

ANNUALIZED DATA FOR THE PERIOD ENDING JUNE 30, 2014

1 Year 3 Years 5 Years

1. Total Fund

VRS 15.7% 9.5% 12.3%

VRS Custom Benchmark' 14.7% 8.9% 11.6%
2. Total Public Equity

VRS 21.6% 11.3% 15.0%

Custom Benchmark? 21.1% 10.6% 14.0%
3. Total Investment-Grade Fixed Income

VRS 4.9% 4.2% 6.5%

Custom Benchmark® 4.3% 3.8% 4.8%
4. Total Credit Strategies

VRS 12.2% 7.9% 12.0%

Custom Benchmark® 11.0% 7.1% 9.7%
5. Total Real Assets

VRS 14.2% 12.3% 12.1%

Custom Benchmark® 12.1% 11.4% 10.1%
6. Total Private Equity

VRS 23.2% 15.1% 16.0%

Custom Benchmark® 19.7% 15.4% 23.3%
1. Total Strategic Opportunities

VRS 2.0% n/a n/a

Custom Benchmark’ 2.3% n/a n/a

Investment return calculations were prepared using a time-weighted return methodology based on market value, net of investment expenses.

" The VRS Custom Benchmark is a blend of the Asset Class Benchmarks at policy weights.
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FIGURE 3.2 - INVESTMENT PERFORMANCE SUMMARY, cont.

N

Effective July 2009, the Public Equity Custom Benchmark is risk-adjusted. Effective April 2010, the risk-adjusted benchmark is based on the market-value
weights of the MSCI ACWI IMI Index with the Developed Market Currencies 50% Hedged customized for the VRS dividend withholding tax rates.

Effective July 2012, the Investment-Grade Fixed Income Custom Benchmark consists of the Citigroup BIG Index.

[Ny

~

Effective July 2012, the Credit Strategies Custom Benchmark is the weighted average of the Citigroup Broad Investment Grade Index (10%), the Bank of
America Merrill Lynch BB-B Constrained Index (20%), the S&P Performing Loan Index (30%), the Emerging Market Debt Custom Benchmark (20%), and
the Bank of America Merrill Lynch All U.S. Convertibles Index (20%). For the four years prior to July 2012, the risk-adjusted benchmark is the weighted
average of the Bank of America Merrill Lynch U.S. High Yield BB-B Constrained Index and the Bank of America All Convertibles Index.

Effective July 2013, the Real Assets Custom Benchmark is the weighted average of the NCREIF ODCE Index (net) lagged by three months (private real
estate), the Dow Jones US Select REIT Index (domestic public real estate), the FISE/EPRA/NAREIT Developed Index (global public real estate) and the
CPI-U Index plus 400 basis points per annum lagged by three months (other real assets) with modified benchmarking for Other Real Assets during the
increased allocation period.

Effective July 2013, the Private Equity Custom Benchmark is the MSCI ACWI IMI with the Developed Market Currencies 50% Hedged customized for
the VRS dividend withholding tax rates lagged by three months plus 250 basis points per annum with modified benchmarking during the increased
allocation period.

23

Y

7 Effective January 2013, the Strategic Opportunities Portfolio Custom Benchmark is a weighted average of the benchmarks of the mandates within the
program. The weights are based on the beginning-of-month notional account value for the assets within the program.

Portfolio Highlights

PUBLIC EQUITY

The market value of the Total Public Equity Program, including rebalance equity exposure, as of June 30,
2014, was $28.8 billion, representing approximately 44% of the total fund. Forty-eight percent was invested
in Domestic Equity and 52% in ~
International Equity. Four percent y

was invested in passive strategies, and _ [* -
34% was managed internally. The
objective of the portfolio is to exceed
the Custom Benchmark over longer-
term periods, net of all costs. At fiscal
year-end, the Custom Benchmark was
comprised of 49.4% of the MSCI U.S.
Investible Market Index (IMI), 39.8%
of the MSCI World excluding U.S.
IMI (50% hedged) and 10.8% in the
MSCI Emerging IMI.

4.

)

The Total Public Equity Program is dominated by traditional, long-only strategies (83.3% of program, or
$24.0 billion). The program also employs traditional long-short strategies (2.0% of program, or $0.6 billion)
and equity-oriented hedge fund strategies (14.7% of program, or $4.2 billion).

The Total Public Equity portfolio strategic sectors and region weights are as follows:

INVESTMENT SECTION I 111



FIGURE 3.3 - CUSTOM BENCHMARK SECTORS AND REGIONS

Strategic Strategic

Strategic Sectors VRS Benchmark Regions VRS Benchmark
Consumer Discretionary 12.81% 12.10% North America 52.10% 53.31%
Consumer Staples 9.23% 8.86% Europe/Middle East/Africa 25.83% 25.78%
Energy 8.45% 9.61% Asia Pacific 19.41% 18.99%
Financials 18.97% 21.31% Latin and South America 2.66% 1.92%
Health Care 10.43% 10.39% ) .
Industrials 12.35% 11.67% 100.00% 100.00%
Information Technology 14.26% 12.92%
Materials 3.75% 6.39%
Telecommunication Services 5.23% 3.43%
Utilities 4.52% 3.32%

100.00% 100.00%

Based on Barra’s classification of sectors and regions and excludes cash.

The top 10 holdings in the Total Public Equity Program comprised 6.5% of the program at fiscal year-end.
Two companies, Chevron and Novartis, were replaced by Hewlett-Packard Co. and Verizon Communications
on this year’s schedule.

FIGURE 3.4 — PUBLIC EQUITY: TOP 10 EXPOSURES
AS OF JUNE 30, 2014

Company Fair Value Shares

Microsoft Corporation $268,726,049 6,444,270
Apple Inc. 262,599,928 2,825,782
Johnson & Johnson 200,593,060 1,917,349
Google, Inc. 194,890,086 335,400
Wells Fargo 183,340,639 3,488,216
Roche Holdings 174,780,258 585,993
Exxon Mobil Corporation 150,421,020 1,494,051
Samsung Electronics 150,224,085 126,339
Hewlett-Packard Co. 149,245,660 4,431,284
Verizon Communications 139,582,764 2,852,703

Aggregated various share classes based on parent company.
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FIXED INCOME

VRS invests a portion of its portfolio in fixed
income investments in order to reduce total

fund volatility, produce income and provide for
some protection in the event of a deflationary
environment. The market value of the Fixed
Income Program, including rebalance fixed income
exposure, as of June 30, 2014, was $12.2 billion,
representing 18.5% of the total fund.

The Fixed Income Program is internally invested in
a diversified portfolio of high-quality assets, such
as government securities, corporate securities and

mortgage-backed securities. The objective of the
program is to exceed the return of the Citigroup
Broad Investment Grade Index, while staying in
compliance with risk limits. For fiscal year 2014, the
return of the program was 4.9% versus a return of

4.3% for the benchmark.
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FIGURE 3.5 - FIXED INCOME PORTFOLIO BY
SECTOR ALLOCATION

AS OF JUNE 30, 2014

M 31.47% Credit

M 32.53% Treasury

™ 28.38% Mortgage Backed

5.19% Commercial
Mortgage Backed

1.70% Agency

0.09% Asset Backed

0.64% Cash

FIGURE 3.6 — FIXED INCOME PORTFOLIO BY
CREDIT QUALITY BREAKDOWN

AS OF JUNE 30, 2014
Source: Moody's Credit Rating Service

.

M 65.16% Aaa

B 784% Aa

M 8.46% A
17.63% Baa

M 091% BelowBaa
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FIGURE 3.7 — FIXED INCOME: TOP 10 HOLDINGS BY MARKET VALUE

AS OF JUNE 30, 2014

Par Security Description Fair Value

$ 176,360,535 Freddie Mac MBS $ 174,178,955
3.000% due 7/01/2043

162,000,000 U.S. Treasury Notes 167,772,060
2.375% due 3/31/2016

150,000,000 U.S. Treasury Notes 156,147,000
2.625% due 4/30/2016

125,000,000 U.S. Treasury Bonds 145,417,500
7.500% due 11/15/2016

135,700,000 U.S. Treasury Notes 141,497,104
2.375% due 5/31/2018

124,800,000 U.S. Treasury Notes 133,839,264
3.125% due 5/15/2019

120,850,000 U.S. Treasury Notes 124,220,507
2.125% due 12/31/2015

118,000,000 U.S. Treasury Notes 121,206,060
2.000% due 1/31/2016

105,000,000 Fannie Mae MBS 116,599,350
5.000% due 7/1/2044

105,500,000 U.S. Treasury Notes 114,289,205

3.500% due 2/15/2018

SHORT-TERM INVESTMENTS

Generally, VRS desires to remain fully invested

at all times and seeks to minimize its holdings of
cash investments. Temporary cash balances are
invested in short-term money market instruments
with the goal of maintaining high credit quality and
liquidity.

PRIVATE EQUITY

VRS invests in private equity in order to achieve
returns greater than those available in the public
equity markets. Specifically, the program seeks
to outperform the Morgan Stanley Capital
International — All Country World Index (MSCI
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ACWI) by 2.5% per year. Program returns are
calculated on both a time-weighted basis and a
dollar-weighted or internal rate-of-return (IRR)
basis. On a time-weighted basis, the program
return for fiscal year 2014 was 23.2%. On a dollar-
weighted or IRR basis, the private equity one-year
return was 22.0% as of March 31, 2014.

As of June 30, 2014, the carrying value of the
program was approximately $5.1 billion. Most of
the program is invested in limited partnerships.
Sectors in which the program invests include
leveraged buyouts, venture capital, growth, sub-
debt, turnaround, energy and special situations.



The Private Equity Program’s market value by sub-
class was as follows:

FIGURE 3.8 — PRIVATE EQUITY PROGRAM
AS OF JUNE 30, 2014

M 53% Buyouts

M 15% Special Situations
9% Growth

8% Energy

8% Venture Capital
4% Sub-Debt

3% Turnaround

REAL ASSETS

A portion of the VRS portfolio is invested in real
assets to help diversify the total fund by providing
exposure to asset classes and sectors that offer low
historical correlations with the public markets

and with the additional objectives of generating
competitive risk-adjusted returns, significant
operating cash flows and inflation linkages. The
portfolio continued to grow in fiscal year 2014,
producing a 14.2% return and outperforming the
benchmark by 207 basis points. The REITs produced
a total return of 14.8% while the private real estate
portfolio delivered a 15.1% return. Investments in
infrastructure, natural resources and timberland
produced a 9.1% return for the fiscal year.

The percentage of the total fund represented by the
real assets portfolio increased over the course of the
year from 9.4% to 10.5%, due primarily to new
fundings as well as asset income and appreciation.
At fiscal year-end, the portfolio was composed of
approximately 13% REITs, 70% private real estate,
9% infrastructure, 2% energy and mining and 6%
timberland. Portfolio leverage as a percentage of
total real assets was 28.6% as of June 30, 2014.

FIGURE 3.9 - REAL ASSETS BY SECTOR
AS OF JUNE 30, 2014

21%
17%
18%
12%
10%
5%
9%
6%
2%

Apartments

Office

Retail

Industrial

Other

Hotel
Infrastructure
Timberland
Energy and Mining

FIGURE 3.10 - REAL ASSETS BY GEOGRAPHIC

REGION
AS OF JUNE 30, 2014

M 2%
B 3%
M 6%

4%

USA
Europe
Asia
Other
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CREDIT STRATEGIES

VRS allocates a portion of the portfolio to credit-
related investments. The Credit Strategies program
is utilized to provide an alternative arena for
generating attractive returns for the plan. The
objectives of the program are to provide attractive
returns relative to the Custom Credit Strategies
benchmark, to provide higher levels of income, and
to provide diversification benefits to the plan. For
the fiscal year, the program returned 12.2%, while
the program’s custom benchmark returned 11.0%.

FIGURE 3.11 — CREDIT STRATEGIES PROGRAM
AS OF JUNE 30, 2014

M 36.59% Non-Rate Sensitive

W 22.47% Rate Sensitive

[ 20.58% Emerging Markets Debt
20.36% Convertible Securities
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STRATEGIC OPPORTUNITIES PORTFOLIO

The Strategic Opportunities Portfolio was approved
by the Board of Trustees on January 1, 2013, to
manage strategies that staff believes would add
value to the total fund but would otherwise not fit
individual program mandates or benchmarks. As
of June 30, 2014, the portfolio had a market value
of $384 million and was invested in a global macro
hedge fund, a developed market active currency
manager and a commercial real estate mortgage
separate account. During the fiscal year, it returned
2.0% against the program’s custom benchmark,
which returned 2.3%.

MORE INFORMATION

A complete list of the investment portfolio is
available upon request. Address requests to the VRS
FOIA Coordinator, Virginia Retirement System,
P.O. Box 2500, Richmond, VA 23218-2500.

/




VRS Money Managers

The diversified investment structure as of June 30, 2014, is reflected in the following tables, which list VRS

managers by investment program and style.

PUBLIC EQUITY MONEY MANAGERS

External Managers — Top 10 Managers

Style Description

Acadian Asset Management
AllianceBernstein
Arrowstreet Capital

Baillie Gifford

BlackRock

Epoch

LSV Asset Management
Nordea

Relational

Wells Fargo / Berkeley Street

Non-U.S. Small, Emerging Markets
Global

Global

Global

Global

Global

Non-U.S. Small

Global

U.S. Large Cap

Emerging Markets

Internal Portfolios

Style Description

Afton

Dogwood

Madison

Matoaka

Moabjack

Piedmont

Potomac

Small Cap Synthetic

U.S. Small
Non-U.S. Large
U.S. Large
Non-U.S. Large
U.S. Large
Non-U.S. Large
U.S. Large
U.S. Small

Hedge Funds — Top 10 Managers

Style Description

Blue Ridge, LP

Cevian

Clough

Glenhill Capital
Lansdowne Partners
Maverick Capital

New Mountain Capital
Theleme

TPG-Axon Partners
ValueAct Capital

FIXED INCOME

Long/Short
Long/Short
Long/Short
Long/Short
Long/Short
Long/Short
Long/Short
Long/Short
Long/Short
Long/Short

Internal Portfolios

Style Description

VRS Collateralized
VRS Credit
VRS Government-Related

Mortgage and other Asset-Backed Securities
High-Quality Corporates
Treasuries, Agencies and other Government-Related
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PRIVATE EQUITY — TOP 10 MANAGERS

Style Description

Apax

First Reserve

Grosvenor

Hellman and Friedman

Natural Gas Partners

Nordic Capital

Summit Partners

TA Associates

TPG

Welsh, Carson, Anderson and Stowe

CREDIT STRATEGIES — TOP 10 MANAGERS

Buyout

Energy

Customized Separate Account
Buyout

Energy

Buyout

Growth & Sub-Debt

Growth & Sub-Debt

Buyout

Buyout & Sub-Debt

Style Description

Advent Capital

Anchorage

Beach Point Capital Management
Oaktree Capital Management

Pacific Investment Management Company

Payden & Rygel

Prudential

Solus Alternative Asset Management
Western Asset Management

Zazove Associates

REAL ASSETS — TOP 10 MANAGERS

Convertibles

Hedge Fund, Opportunistic

Distressed, Leveraged Loans, Opportunistic
Convertibles, Distressed, High-Yield, Mezzanine
Emerging Markets Debt, High-Yield, Investment
Grade

Emerging Markets Debt

High-Yield, Investment Grade, Mezzanine
Hedge Fund, Opportunistic

Emerging Markets Debt, Leveraged Loans
Convertibles

Style Description

Blackstone Real Estate Partners

CIM Group

Clarion Partners

Hancock Natural Resource Group
Industry Funds Management

J.P. Morgan Asset Management, Inc.
LaSalle Investment Management
Morgan Stanley

Prudential Real Estate Investors

TA Associates Realty
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Core, Enhanced Core, Opportunistic & REITs
Enhanced Core Real Estate

Enhanced Core Real Estate

Timberland

Infrastructure

Core Real Estate

Core Real Estate

Core, Enhanced Core, Opportunistic & Global REITs

Core & Enhanced Core Real Estate
Core Real Estate



Public Equity Commissions

AS OF JUNE 30, 2014

Broker Commission Broker Commission
Investment Technology Group Inc., New York ~ § 1,275,530.89  Weeden & Co. LP, New York $ 168,861.90
Credit Suisse, New York (CSUS) $ 1,236,736.88  Macquarie Securities Ltd., Seoul $ 165,903.58
Goldman Sachs & Co., New York $ 602,337.64  Credit Suisse (Europe), London $ 163,832.63
Merrill Lynch Pierce Fenner & Smith Inc., UBS Securities LLC, Stamford $ 163,651.36
New York $ 54371861  Euroclear Bank SA/NV, Brussels $ 152,306.20
Morgan Stanley & Co. Inc., New York $ 472871.09  Morgan Stanley & Co., London (MSLNGB2X) ~ $  148,909.00
Deutsche Bank Securities Inc., New York Jefferies & Co. Inc., New York $ 13956497
(NWSCUSBB) , N § 42104386 Investment Technology Group Ltd., Dublin $ 130,050.72
Mgrnll Lynch International Equities, London ~ $  365,842.13 Citigroup Global Markets/Salomon, New York $  123,008.38
C|t|group Global Markets Inc., New York $ 287,636.65 Barclays Capital LE, Jersey City $ 12282797
UBS Equities, London § 28411883 ppe canital Markets LLC, New York $ 12262773
Instinet Europe Limited, London § 27233853 ) p \Morgan Securities LLC, Brooklyn $  118,202.62
Mert\ Lnch Plerce Fenner & Smith nc., s gu337677 9B BankPLC (Midiand BanklJAC), London  $  115.277.06
. J on M. Ramsey King Securities Inc., Brooklyn $ 111,602.46
Citigroup Global Markets Ltd., London $ 22268215 .
Sanford C. Bernstein & Co. LLC, New York $ 209,100.82 Ins.tmet Corp:,.New York $ 11482
Macquarie Bank Ltd., Hong Kong S 20143134 Daiwa Secur|.t|es (HK) Ltd., Hong Kong $ 100,835.20
. Barclays Capital, London (BARCGB33) $ 100,219.84
Goldman Sachs International, London
(GSILGB2X) $  183,838.26 Other Brokers $ 3,543,200.78
J.P. Morgan Securities Ltd., London $ 18078886  Total FY 2014 $12,978,519.88
J.P. Morgan Clearing Corp., New York $§ 17275169
SCHEDULE OF INVESTMENT MANAGEMENT FEES AND EXPENSES: DEFINED BENEFIT PLANS
AS OF JUNE 30, 2014 (EXPRESSED IN THOUSANDS)
Assets Under Management Management Fees and Expenses
Management Fees:
Internally Managed Assets $ 21,699,536 $§ 76N
Domestic Managers 2,534,973 17,375
Non-U.S. Equity Managers 6,291,537 23,089
Global Equity Managers 5,602,083 24,753
Fixed Income Managers 1,987,371 421
Credit Strategies Managers 6,995,602 47,467
Real Asset Managers 7,025,830 67,949
Private Equity Managers 9,007,361 71,606
Hedge Fund Managers 5,588,873 72,508
Strategic Opportunities Portfolio® 149,877 2,289
Portfolio Oversight - 18,014
Miscellaneous Fees and Expenses:
Custodian fees - 4513
Legal fees - 486
Other fees and expenses - 500
Total $ 66,883,043 $ 358,581

* The assets within the Strategic Opportunities Portfolio include an Active Currency Overlay program and the related fee is based on the managers’
notional account values.
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Investment Summary: Defined Benefit Plans

In accordance with Section 51.1-124.31 of the Code of Virginia (1950), as amended, the Board of Trustees
has pooled substantially all assets of the Virginia Retirement System, the State Police Officers’ Retirement
System, the Virginia Law Officers’ Retirement System, the Judicial Retirement System, the Group Life
Insurance Fund, the Retiree Health Insurance Credit Fund and the Disability Insurance Trust Fund into
a common investment pool. The common investment pool of the pension trust funds and other employee
benefit trust funds held the following composition of investments at June 30, 2014 and 2013:

(EXPRESSED IN THOUSANDS)

2014 Percent of 2013 Percent of
Fair Value Total Value Fair Value Total Value
Bonds and Mortgage Securities:

U.S. Government and Agencies $ 4123513 6.14% $ 3,760,695 6.28%
Mortgage Securities 4,074,000 6.06% 3,757,050 6.27%
Corporate and Other Bonds 11,773,556 17.52% 10,648,030 17.79%
Total Bonds and Mortgage Securities 19,971,069 29.73% 18,165,775 30.34%
Common and Preferred Stocks 24,853,391 36.99% 21,954,047 36.65%

Index and Pooled Funds
Equity Index and Pooled Funds 6,167,946 9.18% 5,343,955 8.92%
Fixed Income Commingled Funds 659,415 0.98% 857,756 1.43%
Total Index and Pooled Funds 6,827,361 10.16% 6,201,711 10.35%
Real Assets — Private Assets 6,173,539 9.19% 4,889,615 8.16%
Private Equity 8,941,188 13.31% 8,126,024 13.57%

Short-Term Investments
Treasurer of Virginia — LGIP Investment Pool 267,722 0.40% 440,226 0.73%
Short-Term Investment Fund 30,858 0.05% 20,398 0.03%
Foreign Currencies 116,495 0.17% 101,297 0.17%
Total Short-Term Investments 415,075 0.62% 561,921 0.93%
Total Investments 67,181,623 100.00% $ 59,899,093 100.00%
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Description of Hybrid Defined Contribution Plan

Defined Contribution Plan assets for Hybrid Retirement Plan members are maintained in two separate
accounts. The Hybrid 401(a) account contains the hybrid plan member and employer mandatory
contributions and the employer match on the voluntary member contributions. The Hybrid Deferred
Compensation Plan (457) contains the hybrid plan member’s voluntary member contributions. Below is a
schedule showing the assets in each investment option and the accumulated plan assets in each option.

HYBRID PARTICIPANT ACCOUNT PLAN ASSETS BY FUND OPTION
AS OF JUNE 30, 2014

Fund Name Hybrid 401(a) Hybrid 457 Total

Retirement Portfolio $ 9,998 $ 16 $ 10,014
Target Date 2015 Portfolio 1,624 16 7,640
Target Date 2020 Portfolio 66,870 3,380 70,250
Target Date 2025 Portfolio 100,094 4,728 104,822
Target Date 2030 Portfolio 118,327 21,403 139,730
Target Date 2035 Portfolio 116,570 4,049 120,619
Target Date 2040 Portfolio 122,993 1,323 124,316
Target Date 2045 Portfolio 142,255 36,675 178,930
Target Date 2050 Portfolio 187,889 4,751 192,640
Target Date 2055 Portfolio 233,433 4115 237,548
Money Market Fund 1,414 590 2,004
Stable Value Fund 849 398 1,247
Bond Fund 267 16 283
Inflation-Protected Bond Fund 121 16 137
High-Yield Bond Fund 840 154 994
Stock Fund 6,198 3,914 10,112
Small/Mid-Cap Stock Fund 2,861 3,870 6,731
International Stock Fund 2,128 776 2,904
Emerging Markets Stock Fund 1,063 469 1,532
Global Real Estate Fund 455 272 727

VRS Investment Portfolio - - i
Self-Directed Brokerage

Total Plan Assets $ 1,122,249 $ 90931 $ 1,213,180
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Description of Defined Contribution Plan Investment Options

Participants with the System’s Hybrid Retirement Plan benefit structure have access to a number

of core investment options for their Defined Contribution Plan contributions. These options are
intended to provide participants with a variety of investment choices while controlling the costs
associated with their choices. In addition to the option-specific annual operating expense detailed

in the Investment Option Performance Summary, participants pay an annual record-keeping fee of
$30.50 that is deducted from their accounts on a monthly basis (approximately $2.54 per month).
Participants with multiple accounts in the plan pay only one annual fee of $30.50. At June 30, 2014,
the plan provided the following core investment options to participants.

DO-IT-FOR-ME PATH

Retirement Portfolio: Secks to maximize total return with a risk level that may be appropriate for the
portfolio’s particular time frame and provide those who are close to retirement or already retired with
an appropriate blend of income and inflation protection.

U.S.Bonds-52.8%  U.S. Large-Cap Stocks-18.3%  International Stocks-10.0%  U.S. Inflation-Index Bonds-9.0%
U.S. Small/Mid-Cap Stocks-6.0%  Commodities-3.8% Developed Real Estate-0.1%

Target Date 2015 Portfolio: Secks to maximize total return with a risk level that may be appropriate for
the portfolio’s particular time frame and provide those who are close to retirement or already retired
with an appropriate blend of income and inflation protection.

U.S. Bonds-51.6%  U.S. Large-Cap Stocks-19.0%  International Stocks-10.6%  U.S. Inflation-Index Bonds-8.3%
U.S. Small/Mid-Cap Stocks-6.1%  Commodities-3.8% Developed Real Estate-0.6%

Target Date 2020 Portfolio: Secks to maximize total return with a risk level that may be appropriate for
the portfolio’s particular time frame and provide those who are close to retirement or already retired
with an appropriate blend of income and inflation protection.

U.S. Bonds-42.5%  U.S. Large-Cap Stocks-23.6%  International Stocks-14.2%  U.S. Inflation-Index Bonds-6.8%
U.S. Small/Mid-Cap Stocks-6.6%  Commodities-3.7% Developed Real Estate-2.6%

Target Date 2025 Portfolio: Secks to maximize total return with a risk level that may be appropriate for
the portfolio’s particular time frame and provide those who are close to retirement or already retired
with an appropriate blend of income and inflation protection.

U.S. Bonds-35.2%  U.S. Large-Cap Stocks-27.3%  International Stocks-17.0%  U.S. Small/Mid-Cap Stocks-7.0%
U.S. Inflation-Index Bonds-5.4%  Developed Real Estate-4.3% Commodities-3.8%

\
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Target Date 2030 Portfolio: Secks to maximize total return with a risk level that may be appropriate for
the portfolio’s particular time frame and provide those who are close to retirement or already retired
with an appropriate blend of income and inflation protection.

U.S. Large-Cap Stocks-30.4%  U.S.Bonds-29.0%  International Stocks-19.5%  U.S. Small/Mid-Cap Stocks-7.4%
Developed Real Estate-5.8%  U.S. Inflation-Index Bonds-4.2% Commodities-3.7%

Target Date 2035 Portfolio: Secks to maximize total return with a risk level that may be appropriate for
the portfolio’s particular time frame and provide those who are close to retirement or already retired
with an appropriate blend of income and inflation protection.

U.S. Large-Cap Stocks-33.2%  U.S.Bonds-23.6% International Stocks-21.7%  U.S. Small/Mid-Cap Stocks-7.7%
Developed Real Estate-7.1%  Commodities-3.8%  U.S. Inflation-Index Bonds-2.9%

Target Date 2040 Portfolio: Secks to maximize total return with a risk level that may be appropriate for
the portfolio’s particular time frame and provide those who are close to retirement or already retired
with an appropriate blend of income and inflation protection.

U.S. Large-Cap Stocks-35.7% International Stocks-23.6%  U.S.Bonds-18.7%  U.S. Small/Mid-Cap Stocks-8.3%
Developed Real Estate-8.1%  Commodities-3.7% U.S. Inflation-Index Bonds-1.9%

Target Date 2045 Portfolio: Secks to maximize total return with a risk level that may be appropriate for
the portfolio’s particular time frame and provide those who are close to retirement or already retired
with an appropriate blend of income and inflation protection.

U.S. Large-Cap Stocks-38.0%  International Stocks-25.4%  U.S. Bonds-15.1%  Developed Real Estate-9.4%
U.S. Small/Mid-Cap Stocks-8.4%  Commaodities-3.7%

Target Date 2050 Portfolio: Secks to maximize total return with a risk level that may be appropriate for
the portfolio’s particular time frame and provide those who are close to retirement or already retired
with an appropriate blend of income and inflation protection.

U.S. Large-Cap Stocks-40.0%  International Stocks-27.2%  Developed Real Estate-10.4%
U.S.Bonds-9.8%  U.S. Small/Mid-Cap Stocks-8.7%  Commodities-3.9%

Target Date 2055 Portfolio: Secks to maximize total return with a risk level that may be appropriate for
the portfolio’s particular time frame and provide those who are close to retirement or already retired
with an appropriate blend of income and inflation protection.

U.S. Large-Cap Stocks-41.4% International Stocks-28.8%  Developed Real Estate-11.9%
U.S. Small/Mid-Cap Stocks-9.3%  U.S.Bonds-4.7%  Commodities-3.9%

J
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HELP-ME-DO-IT PATH

Money Market Fund: Seeks to provide a high level of current income as is consistent with liquidity and
stability of principal.

Government Agency Debt-56.6%  Government Agency Repurchase Agreements-29.2%
Treasury Repurchase Agreements-7.3%  Treasury Debt-6.9%

Stable Value Fund: Seeks to provide safety of principal while earning a reasonable level of interest
income consistent with an underlying portfolio of short to intermediate duration high-quality fixed-
income (bond) securities and liquidity to accommodate participant transactions.

Security-Backed Contracts (Wrap Providers): Monumental Life Insurance Company-25.2%
State Street Bank and Trust Company-20.9%  Royal Bank of Canada-15.9%
ING Life Insurance and Annuity Co.-16.0%  Stable Value Funds: Wells Fargo Stable Return Fund-20.4%
Money Market-1.6%

Bond Fund: Seeks to track the performance of the Barclays Aggregate Bond Index. The index is an
unmanaged index that represents the broad U.S. investment grade bond market and is comprised of
U.S. Treasury securities, government agency bonds, corporate bonds, mortgage-backed securities,
asset-backed securities and a small amount of foreign bonds traded in the U.S.

Treasury-35.4%  Mortgages-28.5%  Industrials-13.9% Financials-7.6%  Non-U.S. Credit-5.3% Agencies-3.2%
CMBS-1.9% Utilities-1.8%  Taxable Municipals-0.9% Cash-0.6%  Asset-Backed Securities-0.5% Hybrid ARM-0.4%

Inflation-Protected Bond Fund: Seeks to track the performance of the Barclays U.S. Treasury Inflation-
Protected Securities Index. The index is an unmanaged index that represents the U.S. Treasury
Inflation-Protected Securities (TIPS) market. The index includes investment grade TIPS with one
or more years to final maturity.

U.S. Treasury-99.7%  Cash/Other-0.3%

High-Yield Bond Fund: Seeks to achieve returns that exceed, over time, its benchmark, the Bank of
America (BofA) Merrill Lynch U.S. High-Yield BB-B Rated Constrained Index. The index is an
unmanaged index of BB-B rated securities that caps any single issuer exposure to 2.0%. The index is
indicative of the higher quality high-yield bond market.

Communications-19.9%  Consumer Non-Cyclical-18.0%  Consumer Cyclical-15.9%
Capital Goods-10.4%  Technology-8.0% Energy-7.7%  Basic Industry-6.3%
Financial/REIT-5.3%  Other/Cash/CDX-3.7% Utilities-3.5% Transportation-1.3%

_
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Stock Fund: Seeks to track the performance of the Standard & Poor’s 500 Index. The index is an

unmanaged index that represents the broad large capitalization U.S. stock market and is comprised
of 500 widely held U.S. stocks chosen by Standard & Poor’s.

Information Technology-18.7%  Financials-16.1% Health Care-13.3%  Consumer Discretionary-11.9%
Energy-10.9%  Industrials-10.5%  Consumer Staples-9.5% Materials-3.5%  Utilities-3.2% Telecommunications Services-2.4%

Small/Mid-Cap Stock Fund: Seeks to track the performance of the Russell 2500 Index. The index is an
unmanaged index that represents the broad middle to smaller capitalization U.S. stock market.

Financials- 22.4%  Industrials-15.8% Information Technology-15.5%  Consumer Discretionary-13.9%
Health Care-11.2% Materials-6.7%  Energy-6.2%  Utilities-4.5% Consumer Staples-3.0% Telecommunication Services-0.8%

International Stock Fund: Seeks to track the performance of the Morgan Stanley Capital International
World ex-U.S. (MSCI World ex-U.S.) Index. The index is an unmanaged index that is comprised of
foreign stocks representing companies located in Canada and in developed countries across Western

Europe, and the Pacific Rim.

Financials-26.3%  Industrials-12.2%  Consumer Discretionary-11.2%  Consumer Staples-10.3%  Health Care-9.9%
Energy-9.3%  Materials-8.4%  Telecommunication Services-4.7%  Information Technology-4.1%  Utilities-3.6%

Emerging Markets Stock Fund: Seeks to track the performance of the Morgan Stanley Capital
International Emerging Markets (MSCI Emerging Markets) Index. The index is an unmanaged
index that is comprised of foreign stocks representing companies located in 26 emerging markets.

Financials-26.8%  Information Technology-17.2%  Energy-10.8%  Consumer Discretionary-9.1%
Materials-8.9%  Consumer Staples-8.3%  Telecommunication Services-7.0%
Industrials-6.5%  Utilities-3.6%  Health Care-1.8%

Global Real Estate Fund: Secks to track the performance of the FTSE EPRA/NAREIT Developed
Index. This index is an unmanaged index that is designed to reflect the performance of listed real
estate companies worldwide including the U.S.

Retail REITs-23.5%  Diversified REITs-14.7%  Diversified Real Estate Activities-13.2%
Office REITs-11.1%  Residential REITs-9.0%  Real Estate Operating Companies-7.1%  Health Care REITs-6.7%
Industrial REITs-5.2%  Hotel & Resort REITs-4.2%  Specialized REITs-4.1%  Real Estate Development-1.0%
Asset Management & Custody Banks-0.1% Health Care Facilities-0.1%

)
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VRS Investment Portfolio (VRSIP): Secks to maximize return while managing risk within an acceptable
range. Due to the long-term nature of the defined benefit plan’s liabilities, the horizon for investment
decisions is generally defined as 10 years or longer.

Domestic Equity-20.9%  Fixed Income-18.5%  Non-U.S. Equity (Dev)-17.2% Private Equity-7.8%
Private Real Estate-7.5%  Non-Rate Sensitive Credit-6.6%  Emerging Markets-5.5%
Rate Sensitive Credit-4.1%  Convertibles-3.7%  Emerging Market Debt-3.7%
Other Real Assets-1.7%  Public Real Estate-1.3%  Cash-0.9%  Strategic Opportunities-0.6%

DO-IT-MYSELF PATH

Self-Directed Brokerage Account (SDBA): Allows investors to select from thousands of publicly traded
mutual funds, exchange-traded funds (ETFs) and individual securities in addition to the available
core investment options. The SDBA option is offered through TD Ameritrade. The SDBA option

is for knowledgeable investors who acknowledge and understand the risks and costs associated with
the investments contained in this option. In addition to the annual record-keeping fee and operating
expenses, this option is subject to transaction fees charged by TD Ameritrade and investment
management-related fees and expenses for the funds or investments selected.
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Investment Option Performance Summary:

Defined Contribution Plan

AS OF JUNE 30, 2014

DO-IT-FOR-ME PATH: TARGET DATE PORTFOLIOS

(RETURNS GREATER THAN ONE YEAR ARE ANNUALIZED)

Total Annual Operating Expenses

Expense Ratio

Expense Ratio

Investment Options 1 Year 3 Years 5 Years asa% Per $1,000
Retirement Portfolio’ 11.13% 6.86% 9.37% 0.08% $0.80
Custom Benchmark? 11.15% 6.82% 9.37%
Target Date 2015 Portfolio’ 11.72% 7.01% 10.24% 0.08% $0.80
Custom Benchmark? 11.72% 7.01% 10.23%
Target Date 2020 Portfolio’ 13.54% 7.86% 11.36% 0.08% $0.80
Custom Benchmark? 13.54% 7.86% 11.36%
Target Date 2025 Portfolio’ 15.04% 8.56% 12.30% 0.08% $0.80
Custom Benchmark? 15.03% 8.54% 12.29%
Target Date 2030 Portfolio’ 16.39% 9.17% 13.13% 0.08% $0.80
Custom Benchmark? 16.32% 9.12% 13.10%
Target Date 2035 Portfolio® 17.52% 9.72% 13.86% 0.09% $0.90
Custom Benchmark? 17.49% 9.63% 13.82%
Target Date 2040 Portfolio’ 18.61% 10.18% 14.53% 0.09% $0.90
Custom Benchmark? 18.56% 10.09% 14.48%
Target Date 2045 Portfolio’ 19.63% 10.59% 15.14% 0.09% $0.90
Custom Benchmark? 19.55% 10.51% 15.08%
Target Date 2050 Portfolio’ 20.52% 10.96% 15.72% 0.09% $0.90
Custom Benchmark? 20.49% 10.89% 15.67%
Target Date 2055 Portfolio’ 21.43% 11.53% N/A 0.09% $0.90
Custom Benchmark? 21.36% 11.36% N/A
HELP-ME-DO-IT PATH: INDIVIDUAL OPTIONS

Expense Ratio  Expense Ratio
Investment Options 1 Year 3 Years 5 Years asa% Per $1,000
Money Market Fund 0.00% 0.08% 0.14% 0.10% $1.00
Benchmark: Barclays 3-Month
Treasury Bill Index
Yield as of June 30, 2014 was 0.08% 0.07% 0.09% 0.13%
Stable Value Fund 1.54% 2.09% 2.39% 0.29% $2.90
Custom Benchmark?
Yield as of June 30, 2014, was 1.47% 1.25% 1.02% 1.29%
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HELP-ME-DO-IT PATH: INDIVIDUAL OPTIONS, cont.

Expense Ratio  Expense Ratio

Investment Options 1 Year 3 Years 5 Years asa% Per $1,000
Bond Fund 4.44% 3.74% 4.91% 0.04% $0.40
Benchmark: Barclays U.S. Aggregate 4.37% 3.66% 4.85%

Bond Index

Inflation-Protected Bond Fund 4.53% 3.63% 5.61% 0.04% $0.40
Benchmark: Barclays U.S. Treasury 4 44% 3.55% 5.55%

Inflation-Protected Securities Index

High-Yield Bond Fund 10.35% 9.18% 12.94% 0.39% $3.90
Benchmark: BofA Merrill Lynch U.S.

High-Yield BB-B Constrained Index 11.37% 8.94% 12.49%

Stock Fund 24.63% 16.61% 18.86% 0.01% $0.10
Benchmark: S&P 500 Index 24.61% 16.58% 18.83%

Small/Mid-Cap Stock Fund 25.59% 15.41% 21.39% 0.05% $0.50
Benchmark: Russell 2500 Index* 25.58% 15.36% 21.34%

International Stock Fund 24.17% 8.12% 11.81% 0.06% $0.60
Benchmark: MSCI World ex-U.S. Index® 23.83% 7.70% 11.52%

Emerging Markets Stock Fund 14.25% -0.57% 8.94% 0.14% $1.40
Benchmark: MSCI Emerging Markets Index 14.31% -0.39% 9.24%

Global Real Estate Fund® 14.03% 13.65% 25.06% 0.12% $1.20
Benchmark: FTSE EPRA/NAREIT 13.55% 13.45% 25.13%

Developed Index’

VRS Investment Portfolio (VRSIP) 15.67% 9.48% 12.25% 0.59% $5.90
VRS Custom Benchmark® 14.71% 8.87% 11.60%

" The Target Date Portfolios invest in units of BlackRock's LifePath Index Funds O. The LifePath Index Funds O invest in the master LifePath Index Funds F.
Fund returns prior to January 2012 are those of the master Funds F with deductions taken for investment management fees negotiated by VRS and fund
administrative expenses.

2 Benchmarks are calculated using blended returns of third-party indices that proportionately reflect the respective weightings of the Portfolios’ asset
classes. Weightings are adjusted quarterly to reflect the Portfolios” asset allocation shifts over time. Indices currently used to calculate the custom
benchmarks are; S&P 500 Index, Dow Jones U.S. Completion Total Stock Market Index, MSCI ACWI ex-U.S. IMI Index, Barclays U.S. Aggregate Bond
Index, Barclays U.S. Treasury Inflation-Protected Securities Index, FISE EPRA/NAREIT Developed Index and the Dow Jones-UBS Commodity Total Return
Index.

3 The benchmark represents the hypothetical return generated by the monthly yield of actively traded U.S. Treasuries with a three-year maturity plus an
annualized spread of 0.50% and representative of the Fund'’s expected return profile, given its mandate and book value accounting treatment.

4 Effective July 2012, the performance benchmark is the Russell 2500 Index. Prior to July 2012, the performance benchmark was the Russell Small Cap
Completeness Index. The benchmark returns are linked.

5 Effective July 2012, the performance benchmark is the MSCI World ex-U.S. Index. Prior to July 2012, the performance benchmark was the MSCI EAFE
Index. The benchmark returns are linked.

5 The fund transitioned from a U.S. domestic REIT fund to a global real estate fund during July 2012.

7 Effective July 2012, the performance benchmark is the FISE EPRA/NAREIT Developed Index. Prior to July 2012, the performance benchmark was the
Dow Jones U.S. Select REIT Index. The benchmark returns are linked.

& The VRS Custom Benchmark is a blend of the asset class benchmarks at policy weights.
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