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Survey Respondent Characteristics

» This survey was distributed in October 2007 to 1300 of our
GFOA members

= Approximately 150 public retirement plans from across the
U.S. responded to this survey

= Respondents represent plans with less than $100 million to
more than $100 billion in assets



Types of Retirement Systems Responding

Other (i.e. Special
Districts)

County 10.07%

15.83%

State (Statewide)
30.94 %

City
43.16 %



Topics Covered

= General Investments

= Consultant Usage

= (Cash Management

= OPEB Investment Management
* Funding Status

= Securities Lending

= Alternatives

= 130/30

= Structured Products

= Derivative Usage

= Risk Management Tools
* Transition Management



Do you manage funds internally, externally, or both?

Internal vs. External

Internally
6%

Both
27 %

Externally
67 %



What percent 1s your system funded?

Percent Funded

< 55%,
9% of
> 100%, respondents
23% of 56% - 70%,

respondents 99 of

respondents

71% - 85 %,
26% of
respondents

86% - 100 %,
33% of
respondents



Does a consultant advise in your investment decisions?

Use of Consultant

80 %



Who performs due diligence on prospective managers?

Due Diligence

Internal
30%

Consultant
70 %



Who makes the final decision to invest with a particular
manager?

Final Investment Decision

Both
27 %

Consultant

8% Internal

65 %



What percentage of your pension plan assets are in overnight

mvestments?

Overnight Investments

>7 %,
7% of respondents

6% - 7%,
3% of respondents

3% -5%,
17% of
respondents

0-2%,
73% of
respondents
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Do you use liability driven investing (LDI) to match the annual outlays of your
retirement plan?

Use of LDI

Yes
12%

No, but
considering
No, not 27 %
considering

61%




Does your fund or organization participate in a securities lending
program?’

Securities Lending

Yes

No 47 %

53 %




Do you or are you planning to invest in alternative asset classes over
the next year?

Investing in Alternative Asset Classes

No
9.03%

Not permitted by law
10.88 %

Yes
51.62%

Not permitted by
investment policy
28.47 %
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What percentage of your total assets are you able to allocate to

alternatives?

Alternatives Allocation

<5%, 6-10%,
29% of 30% of
respondents respondents

11-15%,
7% of respondents

>15%,
34% of
respondents




What alternative asset classes do you or are you planning to invest
1n? (Check all that apply.)

Alternative Asset Classes

100%

90%
80%
70%
60%
50%
40%

30%
20%
10%

0%
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Do you invest in hedge funds?

Investments in Hedge Funds

Yes
34.85%

No
65.15%
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What percentage of your total assets are you able to allocate to hedge
funds?

Percentage Allocation to Hedge Funds

>15%,
10% of
respondents

11-15%,
7% of
espondents

< 5%,

50% of
respondents
6-10%,
33% of
respondents
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Do you have a hedge fund strategy preference?

Hedge Fund Strategy Preference

Macro
Market Neutral 7.50 %

20.00%

Event Driven
15.00 %

Equity Long/Short
(other directional)
22.50%

Multi-Strategy
35.00%
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What are the most important characteristics you look for in a hedge
fund manager? (Please select three.)

Characteristics in a Manager

Firm Performance  Quality of Transparency Risk Source of Fees Client
Reputation Record Personnel Management  Returns Service
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Please indicate your utilization of enhanced long (e.g. 130/30)
strategies.

Enhanced Long (130/30) Strategies

Currently use
12%

Will not consider
30%

Considering
58 %
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Do you have investments in any of the following structured
roducts?

Structured Products

Asset Backed
Securities

Mortgages

Collateralized Debt
Obligations

Structured Equity
Derivative Products

Not Applicable




Do you use derivatives to gain exposure to international markets?

Use of Derivatives

Yes

86 %
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Do you have an allocation to high yield bonds?

High Yield Bonds

Yes
39%
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Are you currently looking at or have you ever looked at collateralized loan
obligations (managed senior secured bank loan portfolios)?

Collatorized Loan Obligations

80 %
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Do you currently use or are you considering using any of the following equity derivative

products to hedge, gain exposure, or enhance the returns of your investment portfolio? (Check
all that apply.)

Equity Derivative Products

Exchange-Traded
Funds

Swaps

Options

Structured Notes

Other (please
specify)
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When selecting a transition manager, how would you rank the

following factors 1n your decision making?

Selecting a Transition Manager

Relationship

Fee transparency

Experience

Fee transparency

Fee transparency

Relationship

Relationship
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For More Information

Please contact Francie Heller:

Francie Heller, Head of Solutions and Services for Public and Corporate Pensions
Chilton Investment Company

300 Park Avenue, 19 Floor

New York, New York 10022

fheller @ chiltoninc.com

212-751-3596
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