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Unitarian Universalist Association
Investment Committee Meeting Agenda

May 11, 2016
24 Farnsworth Street, Boston, MA 02210-1409
8:30 am Introduction Lucia Santini
-Approval of Recent Meeting Minutes
-Overview of Agenda
8:45 am RBC (Emerging Market Equity) — Manager Christopher Powers and
Presentation Phillippe Langham
9:30 am Discussion — RBC Emerging Market Equity NEPC/Investment
Committee
9:45 am Market Outlook and Investment Program Performance | NEPC
Review
10:15 am Hedge Fund Discussion NEPC
11:15 am Investment Policy Statement Update NEPC
11:30 am ESG Integration and UUA Committee Structure NEPC/Investment
Committee




UUA Investment Committee — Minutes DRAFT

24 Farnsworth Street, Room 315
Boston, MA 02210
March 8, 2016

Members present: Lucia Santini, Chair, Time Brennan, Rob Friedman, John LaPann,
and David Stewart

Members absent: Kathleen Gaffney, Larry Ladd
Staff: Susan Helbert
NECP: Scott Perry, Asher Watson
Select Equity Group: Jon Allen (phone), Andy Salem
Acrtisan Partners: Sean Howley (phone)
Wellington: Gardiner Holland, Meghan Kaizerman
Diamond Hill: Faith Stevenson, Christopher Welch (phone)
1. Minutes from November 18" meeting — Brennan, Santini

Motion 1: To adopt minutes from the November 18™ meeting. Moved Santini, seconded
Brennan, approved without amendment.

2. UUCEF, LLC Update — Brennan
e Carbon Foot Printing

o Several firms now have techniques to carbon footprint a portfolio and
compare it to a benchmark. Would be good to have our portfolio foot
printed to more accurately reflect the impact on climate change instead of
simply looking at the CT200 companies.

o Cost is $5,000 for baseline and an additional $2,500 for an analysis of
each manager, which would cover roughly 60% of the portfolio.

o Would be a great report to have for General Assembly to enhance the
reporting on the Fossil Fuel Business Resolution and how we are looking
at the bigger picture.



Conversion to UUCEF, LLC
o Conversion is now complete; we were unable to reach four congregations;
closed their accounts and issued checks.
o Thirteen accounts elected to close instead of converting.
Investor Summit on Climate Risk
o Represented the UUA at the UN Investor Summit.
o Event has grown significantly year over year but the Paris talks really
created huge momentum. Would like to see committee talk more about
impact investing at a future meeting.

Action item 1: Brennan to circulate the Walden paper on carbon foot printing.
Action item 2: NEPC to contact MSCI for their report costs.

3. Select Equity Group Manager Presentation — Allen, Salem

Firm started in 1990 and is an employee-owned registered investment advisor.
Fiercely independent; doesn’t share ideas or methods with other firms and makes
very little use of Wall Street research. Results in portfolios with unusually low
overlap to those of other managers.

Manage 15 billion is AUM across long-only and long/short equity strategies.
Looking for best business and best business models that the public markets have
to offer.

On average hold companies over 4 years; the strategy is managed to accept
significant amount of capacity and have not had to think about closing the fund.

4. Artisan Partners Manager Presentation — Howley

Firm started in 1994 and is solely focused on providing high value-added
investment strategies to sophisticated investors. 99.8 billion AUM.

Independent investment teams that oversee a range of investment strategies across
multiple asset classes.

Has outperformed its benchmark in the 3, 5 and 10-year periods. Outperformance
is a result of stock selection.

5. Discussion of International Equity Managers — NEPC, Committee

Get more diversification from Select, less overlap with current managers.

Cap size for Select will be about 2/3’s small to mid-cap stocks while Artisan’s
will be mid to large cap.

Geographically would get a bit more diversification from Artisan as they invest
more in emerging markets but the Fund already has sufficient exposure there.



Motion 2: To hire Select Equity as an International Equity Manager and invest 5%. Moved,
Friedman seconded, LaPann. All approved.

VOTED:

VOTED:

VOTED:

That the Unitarian Universalist Association, on behalf and for the benefit of
the Unitarian Universalist Common Endowment Fund, LLC, invest 5%, in
two transactions six months apart, of the assets of the UUCEF, LLC into the
Select Equity Baxter Street Fund (the “Investment Fund”) on the terms set
forth in the subscription agreement and offering documentation therefore
submitted by the Investment Fund to Timothy Brennan, Treasurer of the
Unitarian Universalist Association, subject to such changes and amendments
therein as he may determine to be appropriate; and

To authorize the Treasurer, Timothy Brennan, and the Chief Operating Officer,
Harlan Limpert, each individually, acting singly or together, to execute and
deliver documents to effect the foregoing, all with such terms and conditions
as are approved by the signatory, with such officer’s signature being
conclusive evidence of approval; and

To ratify and approve all that the Treasurer, Timothy Brennan, has done or
may do in connection with said investment.

6. Wellington Manager Presentation — Holland, Kaizerman

Firm started in 1979 and is a private partnership model.

Independent; no public shareholders, no outside capital. Wellington is a PRI
signatory.

No chief investment officer for the firm; independent investment teams
empowered to make their own decisions.

Philosophy is that higher quality companies trading at a discount have the
potential to generate above-average returns with below-average risk over a long-
term investment horizon.

Obijective is to seek long-term total returns in excess of the Russell 2500 Value
Index. They accomplish this by investing in conservatively-valued securities of
high-quality small and mid-cap companies.

7. Diamond Hill Manger Presentation — Stevenson, Welch

Publicly traded investment manager; however, 28% of company is owned by
employees. The firm has 16 billion AUM across twelve strategies.

Investment team compensation is based on long-term results. When clients do
well, the investment team does well.

Apply intrinsic value methodology and will sell when price and their estimate of
intrinsic value converge.

Within constraints, not afraid to take outsized positions in their best ideas.



e Use a bottom-up approach using five-year forecasts.
8. Discussion of SMID Cap Value Managers — NEPC, Committee
e Wellington has integrated ESG into their process while Diamond Hill has not.
e Wellington is more diversified with small positions in a lot of companies while
Diamond Hill is more concentrated.
e Wellington’s up capture is over 100% which is exceptional.

Motion 3: To hire Wellington as a SMID Cap Value manager and invest 4%. Moved,
LaPann seconded, Brennan. Friedman abstained, all others approved.

VOTED:

VOTED:

VOTED:

That the Unitarian Universalist Association, on behalf and for the benefit of
the Unitarian Universalist Common Endowment Fund, LLC, invest 4%, in
two transactions six months apart, of the assets of the UUCEF, LLC into the
Wellington SMID Cap Value Fund (the “Investment Fund”) on the terms set
forth in the subscription agreement and offering documentation therefore
submitted by the Investment Fund to Timothy Brennan, Treasurer of the
Unitarian Universalist Association, subject to such changes and amendments
therein as he may determine to be appropriate; and

To authorize the Treasurer, Timothy Brennan, and the Chief Operating Officer,
Harlan Limpert, each individually, acting singly or together, to execute and
deliver documents to effect the foregoing, all with such terms and conditions
as are approved by the signatory, with such officer’s signature being
conclusive evidence of approval; and

To ratify and approve all that the Treasurer, Timothy Brennan, has done or
may do in connection with said investment.

9. Rebalancing Methodologies and Performance Update — NEPC

Brennan reported that the staff reviews asset allocation in relation to targets
monthly to determine if we are within specified ranges. Quarterly the staff
rebalances back to targets allowing for the constraints of our less liquid
investments.

Discussed the four types of rebalancing approaches, frequency, threshold,
frequency and threshold, and opportunistic.

Elected to remain with the existing approach of frequency and threshold.

Action item 3: NEPC to update language in Investment Policy on rebalancing.
Method to be voted on at a future meeting.



10. Asset Allocation Discussion — NEPC

Recommend increasing target allocation to International Equity by 5%,
increasing US Large Cap Equities by 3%, increasing Small/Mid Cap Value by
4%, decreasing Risk Parity by 10%, and decreasing Emerging Market Equities
by 2%.

Seeking more manager options that consider ESG as bigger part of their process.

Action item 4: NEPC to prepare an Emerging Market manager search book.
Action item 5: Helbert to schedule a call for the committee to discuss search book in order
to select managers to interview at next meeting.

Motion 4: To liquidate Bridgewater at the next opportunity, reinvest 5% in international
equity and 4% in SMID Value in two equal installments with the first installment to be
immediate and the second to occur in six months. Remaining 1% of Bridgewater proceeds
will be invested in cash. Moved, Santini seconded, Friedman. All approved.

Motion 5: To accept the NEPC recommended changes to the target allocation.
Moved Friedman, seconded Brennan. All approved.

11. Hedge Fund Discussion — NEPC

Currently has a 7% allocation between Entrust and Cevian.

Potential paths are to maintain current managers and strategy, reduce Entrust
allocation and add a multi-strategy manager, or terminate Entrust and allocate to
new managers.

Goal is to create more balanced strategy and to create a hedge fund portfolio that
will generate returns in line with or better than equity markets (over a full market
cycle) with a lower volatility profile.

Tabled further discussion until all committee members are present to participate.

Next Meeting: May 11, 2016
Future meeting dates:
August 10, 2016
November 15, 2016
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UUA Manager Summary

Manager: Rhumbline Custom Screened Russell 1000 Value

Benchmark: Russell 1000 Value

Asset Class: Large cap domestic equity - value

Role in Portfolio: Growth Assets

Description: The manager optimizes a portfolio of large cap value equities based on their
Environmental, Social and Governance (“"ESG") ratings. The fund should have relatively low
tracking error or variance from the benchmark as it is a largely passive investment.

Manager: Sands Select Growth Equity

Benchmark: Russell 1000 Growth

Asset Class: Large cap domestic equity - growth

Role in Portfolio: Growth Assets

Description: The manager uses a fundamental, bottom up research approach to stock
investing. Their investment process produces a concentrated portfolio, aggressively seeking
equities with high growth opportunities. The manager is currently restricted from investing
in certain sectors and industries, including defense, fire arms, tobacco, and nuclear
weapons. Also the manager cannot invest in companies that engage in predatory lending
practices, have poor environmental practices, and companies that have questionable
employment practices and possible human rights offenses.

Manager: Pier Small Cap Equity Growth

Benchmark: Russell 2000 Growth

Asset Class: Small cap domestic equity - growth

Role in Portfolio: Growth Assets

Description: The strategy uses a bottom-up research process, which incorporates two
quantitative screens, followed by fundamental analysis. The manager also screens out all
securities that are restricted per UUA'’s direction. Pier looks to find companies with great
products or services and identify them by the strength of their value proposition.

Manager: Wellington SMID Cap Value

Benchmark: Russell 2500 Value

Asset Class: SMID cap domestic equity - value

Role in Portfolio: Growth Assets

Description: Wellington has a bottom-up investment philosophy, believing that individual
stock selection is the most predictable way to generate strong returns. The team has a
contrarian value investment philosophy, seeking to buy high-quality companies at a
discount. The portfolio holds 60-90 names and positions, which typically are initiated at 80
bps and range from 50 bps to 3.5%, depending on the team’s conviction.
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Manager: MFS International Concentrated Equity

Benchmark: MSCI EAFE

Asset Class: Developed international equity - core

Role in Portfolio: Growth Assets

Description: The manager focuses on identifying companies with sustainable above-
average growth and purchasing those companies at attractive valuations. The manager is a
United Nations Principles for Responsible Investment (UNPRI) signatory and integrates their
evaluation of a company's key ESG risks and opportunities into their overall security
analysis to the extent they believe that such factors are material to and have an economic
impact on shareholder value. The manager will invest between 5-10% in emerging
markets.

Manager: Boston Common International Equity

Benchmark: MSCI EAFE

Asset Class: Developed international equity - core

Role in Portfolio: Growth Assets

Description: The fund seeks to outperform broad international equity markets while

employing ESG screens. The fund employs positive ESG screens rather than negative

screens and looks to identify progressive companies rather than defensive companies.

Manager: SEG Baxter Street Fund

Benchmark: MSCI ACWI ex USA

Asset Class: Developed international equity (mid/small cap focus)

Role in Portfolio: Growth Assets

Description: The Baxter Street Strategy is an international long only strategy that invests
in companies across the market cap spectrum. The portfolio is benchmark agnostic and
highly concentrated, with roughly 45 names in the portfolio, 15 of which will comprise
almost 50% of the portfolio. SEG seeks to identify businesses with steady predictable
growth, high returns on capital and well established barriers to competition. SEG does have
the ability to opportunistically hedge currency exposure.

Manager: DFA Emerging Market Social Core

Benchmark: MSCI Emerging Markets index

Asset Class: Emerging market equity - value

Role in Portfolio: Growth Assets

Description: The portfolio is broadly diversified, using a quantitative, rules-based process,
in order to select their holdings. Dimensional employs an independent social screen vendor
to identify stocks for exclusion based on social issues. The social screen research examines
the business activities of companies across several areas and excludes those that engage in
unsuitable activities.
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Manager: Loomis Sayles Strategic Alpha Trust

Benchmark: Barclays Aggregate

Asset Class: Unconstrained Bonds

Role in Portfolio: Absolute Return

Description: Strategic Alpha is an opportunistic global fixed income strategy with flexible
guidelines that invests across multiple fixed income sectors. The strategy seeks to take
advantage of short-term tactical opportunities and longer-term structural opportunities
within the broad fixed income market. The Loomis Sayles Strategic Alpha Trust strategy
takes on active long/short exposures to global yield curves, credit, and currencies with
extensive tail-risk hedges. The strategy also has the ability to shift duration, ranging from
-2 years to +5 years.

Manager: Breckinridge Capital Advisors Sustainable Fixed Income

Benchmark: Barclays Gov't/Credit Intermediate

Asset Class: Domestic fixed income

Role in Portfolio: Deflation hedging assets

Description: Sustainable fixed income is a high quality, intermediate term fixed income
strategy that incorporates both fundamental credit analysis as well as ESG analysis into the
decision making process. The strategy will invest across the corporate, taxable municipal,
US gov‘t/agency and supranational sectors. Breckinridge will analyze ESG data in an effort
to identify investments they feel are well suited to meet future obstacles. Additionally, the
strategy will adhere to specific sector and security restrictions set forth by UUA in an effort
to align the portfolios strategy with the mission and values of the organization.

Manager: IR&M SRI Core Bond

Benchmark: Barclays Aggregate

Asset Class: Domestic Fixed Income

Role in Portfolio: Deflation hedging assets

Description: IR+M exploits overlooked opportunities in small, complex and often less-liquid
bond sub-sectors, and structures portfolios to benefit from an income bias and positive
convexity. Their expected alpha is sourced in their understanding and ability to identify the
mispricing of esoteric securities such as put bonds, pre-payable CMBS bonds, hybrid ARMS,
municipals, century bonds and convertible bonds. The strategy will only invest in securities
whose activities are in line with IR&M’s social criteria. Social criteria includes; not investing
in securities that generate more than 10% of their revenue from alcohol, tobacco, gambling,
weapons and adult entertainment. Additionally, no investments will be made in securities of
issues who participate in in the healthcare sector/related industries or to be engaged in
certain business activities in the Republic of the Sudan, as determined by IR&M.

Manager: GMO Benchmark Free Allocation Fund

Benchmark: 65% MSCI World and 35% BC Aggregate

Asset Class: Global asset allocation

Role in Portfolio: Growth assets (with some inflation & deflation hedging assets)
Description: The manager has the ability to invest in both equities and fixed income, and
tactically shift allocations as opportunities present themselves. The fund is managed by a
team, where quantitative forecasts identify opportunities for high real returns across capital
markets. Overweight’s to attractive asset classes and underweights to less attractive asset
classes are driven entirely by the judgment of the asset allocation team with positions
generally scaled to reflect the magnitude of mispricing.
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Manager: Entrust Capital Diversified Fund

Benchmark: HFRI Fund of Funds Composite index

Asset Class: Hedge funds

Role in Portfolio: Growth assets

Description: The manager invests primarily in event-driven, directional-credit, activist, and
equity long/short strategies in blue chip, brand name hedge managers while providing
investors with a high amount of transparency into the underlying investments.

Manager: Cevian Capital II

Benchmark: HFRX Event Driven Index

Asset Class: Hedge funds

Role in Portfolio: Growth assets

Description: Cevian Capital II is a concentrated activist hedge fund that hedges currency
exposure and will invests in mid to large cap companies listed in the Nordic region [Sweden,
Finland, Denmark, and Norway], UK, and other western parts of Europe. Their strategy is to
target undervalued companies, where the perceived undervaluation stems from mis-
managed operations, inefficient capital structure, and/or poor corporate governance
structure. Cevian quantifies ‘value’ in terms of the company’s enterprise value, operating
margins, corporate governance, or equity value. The fund tries to improve this value by
targeting those specific areas of weaknesses.

Manager: Brockton Capital Fund III

Benchmark: NCREIF Property Index

Asset Class: Private Markets/Opportunistic

Role in Portfolio: Growth assets

Description: Brockton Capital Fund III will follow a value-add/opportunistic strategy of
buying distressed or neglected assets, repositioning them and, once stabilized, selling them
in the institutional market. They will invest across various asset types, including office,
residential, industrial, retail, mixed use, and other specialty real estate (for example, senior
housing). Brockton invests across the United Kingdom although, due to the dominant
market size of the South East, has a focus on Greater London and the surrounding areas.

12
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NEPC, LLC
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Unitarian Universalist Association

Index Performance Summary as of 3/31/2016
| 2009|2010 2011 | 2012 | 2013 | 2014 | 2015 | JAN | FEB | MAR | YTD |

Barclays US Strips 20+ Yr -36.0% 10.9% 58.5% 3.0% -21.0% 46.4% -3.7% 6.9% 4.6% -0.3% 11.4%
JPM GBI-EM Global Diversified 22.0% 15.7% -1.8% 16.8% -9.0% -5.7% -14.9% 0.4% 1.4% 9.1% 11.0%
Barclays US Govt/Credit Long 1.9% 10.2% 22.5% 8.8% -8.8% 19.3% -3.3% 2.1% 2.2% 2.8% 7.3%

Citi WGBI 2.6% 5.2% 6.4% 1.7% -4.0% -0.5% -3.6% 1.4% 2.9% 2.7% 7.1%
Barclays US Long Credit 16.8% 10.7% 17.1% 12.7% -6.6% 16.4% -4.6% 0.3% 1.7% 4.8% 6.8%
FTSE NAREIT Equity REITs 28.0% 28.0% 8.3% 18.1% 2.5% 30.1% 3.2% -3.4% -0.4% 10.1% 6.0%
MSCI EM 78.5% 18.9% -18.4% 18.2% -2.6% -2.2% -14.9% -6.5% -0.2% 13.2% 5.7%
JPM EMBI Global Diversified 29.8% 12.2% 7.4% 17.4% -5.3% 7.4% 1.2% -0.2% 1.9% 3.3% 5.0%
Barclays US Corporate HY 58.2% 15.1% 5.0% 15.8% 7.4% 2.5% -4.5% -1.6% 0.6% 4.4% 3.4%
Barclays US Agg Bond 59% 6.5% 7.8% 4.2% -2.0% 6.0% 0.6% 1.4% 0.7% 0.9% 3.0%
Barclays US Agg Interm 6.5% 6.2% 6.0% 3.6% -1.0% 4.1% 1.2% 1.3% 0.5% 0.6% 2.3%
Barclays Municipal 12.9% 2.4% 10.7% 6.8% -2.6% 9.1% 3.3% 1.2% 0.2% 0.3% 1.7%
S&P 500 26.5% 15.1% 2.1% 16.0% 32.4% 13.7% 1.4% -5.0% -0.1% 6.8% 1.4%
Credit Suisse Leveraged Loan 44.9% 10.0% 1.8% 9.4% 6.2% 2.1% -0.4% -0.7% -0.6% 2.6% 1.3%
Russell 1000 28.4% 16.1% 1.5% 16.4% 33.1% 13.2% 0.9% -5.4% 0.0% 7.0% 1.2%
Barclays US Govt/Credit 1-3 Yr 3.8% 2.8% 1.6% 13% 0.6% 0.8% 0.7% 0.5% 0.1% 0.4% 1.0%
Bloomberg Commodity 18.9% 16.8% -13.3% -1.1% -9.5% -17.0% -24.7% -1.7% -1.6% 3.8% 0.4%
Russell 2500 34.4% 26.7% -2.5% 17.9% 36.8% 7.1% -2.9% -8.0% 0.7% 8.3% 0.4%
MSCI ACWI 34.6% 12.7% -7.4% 16.1% 22.8% 4.2% -2.4% -6.0% -0.7% 7.4% 0.2%
Russell 2000 27.2% 26.9% -4.2% 16.4% 38.8% 4.9% -4.4% -8.8% 0.0% 8.0% -1.5%
Credit Suisse Hedge Fund 18.6% 11.0% -2.5% 7.7% 9.7% 4.1% -0.7% -1.4% -1.1% -1.1% -2.5%
MSCI EAFE 31.8% 7.8% -12.1% 17.3% 22.8% -4.9% -0.8% -7.2% -1.8% 6.5% -3.0%
Alerian MLP 76.4% 35.9% 13.9% 4.8% 27.6% 4.8% -32.6% -11.1% -0.5% 8.3% -4.2%

Source: Morningstar Direct

E‘% NEPC,LLC March 31, 2016
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Unitarian Universalist Association

Capital Market Observations

US economic expansion continues as Federal Reserve begins policy shift
— Economic conditions and health of US consumers remain supportive for growth

— US Corporate earnings quality has deteriorated under pressure from profit margin
weakness and a relatively strong dollar

+ Central Banks continue to dictate the global investment outlook

— Market expectations of Fed action extremely muted over next 36 months; a surprise Fed
rate increase poses risk to both US equities and fixed income

— ECB and BoJ] likely to maintain and expand accommodative monetary policies
— Easing in China is broadly stimulative in the near term but currency policy is unpredictable

« Large currency adjustments across most emerging countries have
provided a foundation to support improved capital market returns
— Continued political and economic reform is needed across EM to stimulate economic growth

— Chinese Yuan (RMB) depreciation has been incremental relative to other EM FX adjustments
and fears of further adjustment remain a near-term concern

« Embrace illiquidity in opportunistic credit and private credit strategies
— Stressed credit liquidity magnifies the scale of price movements in traditional credit assets
— Credit markets ability to absorb an exodus from crowded positions is challenged

E‘% NEPC, LLC March 31, 2016
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Unitarian Universalist Association

Expectations of Fed Policy Rate Hikes Have Moderated
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Unitarian Universalist Association

Unprecedented Central Bank Support in Europe and Japan Supports Non-US Developed Equity
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Unitarian Universalist Association

European Central Bank Accommodative Monetary Policies Flowing Through to the Credit Sector
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Unitarian Universalist Association

EM Rally Largely Driven by Countries Coming Off of Severe Currency Declines
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Unitarian Universalist Association

General Actions for Clients

* Prospects of low US core bond returns warrant a more positive tilt to
US equity, especially following sell-offs
— Macro policy remains supportive but corporate earnings quality is deteriorating
— Lower returns expected but pockets of opportunity can be found in US equity and credit

« Overweight non-US developed market equities
— Central bank support and dollar strength provide a positive economic backdrop
— Small-cap equities offer purest opportunity to benefit from local earnings recovery
— EAFE equity markets offer the potential for strong returns relative to US equities

« Overweight emerging market small-cap and consumer focused
strategies relative to broad equity mandates
— Valuations and long-term fundamentals suggest a strategic overweight
— China uncertainty, dollar pressure and idiosyncratic country risks temper excitement

- Seek tactical fixed income strategies but preserve duration exposure
— US duration continues to have a role in a diversified and risk-aware portfolio
— TIPS offer an attractive duration profile with inflation expectations at secular lows
— Credit selection is critical as credit cycle matures and spreads contract in recent rally

- Private market opportunities are the preferred access point as energy
market distress continues to evolve
— Return opportunities of private strategies are compelling but suggest patience

E‘% NEPC, LLC March 31, 2016
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Investment Program Review

NEPC, LLC
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NEPC Updates

March 31, 2016

Highlights of First Quarter Happenings at NEPC

NEPC Research NEPC Client Recognitions (continued)
Recent White Papers NEPC MARKET CHATTER A number of NEPC clients were named on .
e 2016 First Quarter Market Thoughts TrustedInsight’s list of Top 30 Pension Fund Chief
o Market Chatter: Is it really Investment Officers. According to the January 2016
All About China? (January 2016) issue, “these 30 chief investment officers manage more
e Market Chatter: Monetary Policy than $1.3 trillion in assets for millions of retirees in the
Divergence and Developed Currency United States. These professionals are at the forefront of
(April 2016) an industry that’s slow to evolve, under constant scrutiny
and vital to the wellbeing of many average Americans.
Nonetheless, they operate at the top of their field to
prudently protect the benefits of their constituency.”
NEPC clients that made the list include:
» Scott Evans, CIO, New York Employees Retirement System -

Monetary Policy Divergence and Developed Currency

Upcoming Events

e ‘Opportunities for Future Investments’ is
the theme for NEPC’s 21st Annual

Investment Conference — May 10-11, $78.58 AUM
2016 at the Hynes Convention Center in . David Villa, CIO, State of Wisconsin Investment Board -
Boston, MA. Keynote Speakers are: $102B AUM
» Michael Cembalest, Chairman of Market and Investment Strategy, -+ Gary Dokes, CIO, Arizona State Retirement System - $31B
J.P. Morgan Asset Management AUM
) ) » Michael Trotsky, Executive Director, CIO, Massachusetts
» Dr. Dambisa Moyo, Global Economist and Author PRIM Board - $62B AUM

» Robert Beale, CIO, Louisiana State Employees’ Retirement
System - $5.2B AUM
» Richard Shafer, CIO, Ohio Public Employees’ Retirement

Register at www.NEPC.com

NEPC Cllgnt Recognitions o System - $91.58 AUM

We are excited to announce that three of NEPC'’s clients were . James Perry, CIO, Dallas Police and Fire Pension System -

nominated for the 2016 “Chief Investment Officer of the Year” $3B AUM

Investor Intelligence Award. The winners will be announced at + William Coaker, CIO, San Francisco Employees Retirement

Institutional Investor’s annual Roundtable for Public Funds, taking System - $20.3B AUM

place April 27-29, 2016 in Los Angeles, CA. We wish them luck! * Bob Jacksha, CIO, New Mexico Education Retirement Fund -
Arn Andrews, CIO, City of San Jose Department of Retirement Services $11B AUM _

« Ryan Parham, CIO, Arizona Public Safety Personnel Retirement + Girard Miller, CIO, Orange County Employees Retirement
Systems System - $12.1B AUM

« Girard Miller, CIO, Orange County Employees Retirement System : Si;f; 8"4;%1;/1", CFA, CAIA, CIO, Wyoming Retirement System

E% NEpC,LLC
-
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Unitarian Universalist Association

Total Fund Asset Growth Summary by Manager

Quarter Ending March 31, 2016

Maii?\'};:ﬂg Withdrawals Contributions Net Cash Flow Nt Inv%sr:gwnzn; MarketE\r}g:Eg

Baxter Street - $0 $4,000,000 $4,000,000 $0 $4,000,000
Boston Common $12,159,857 -$19,932 $0 -$19,932 -$197,462 $11,942,463
Breckinridge $10,433,246 -$2,000,970 $0 -$2,000,970 $249,760 $8,682,036
Bridgewater $16,646,052 $0 $0 $0 $397,874 $17,043,926
Brockton Capital Fund Il $2,235,515 -$563,665 $0 -$563,665 -$64,110 $1,607,740
Cash Account $4,420,118 -$5,308,715 $4,345,653 -$963,062 -$21,700 $3,435,356
Cevian Capital Il $4,594,260 $0 $0 $0 $53,845 $4,648,105
Community Development $1,685,592 -$112,411 $4,758 -$107,653 $6,266 $1,584,205
DFA $12,226,471 -$2,000,000 $0 -$2,000,000 $925,159 $11,151,630
Entrust Capital Diversified Fund $7.427 182 $0 $0 $0 -$300,556 $7,126,626
FEG Private Opportuntiies Fund $1,453,534 $0 $80,000 $80,000 $0 $1,533,534
GMO Benchmark Free Allocation Fund $17,625,666 $0 $0 $0 $28,871 $17,654,537
IR&M SRI Core Bond Fund $9,343,897 $0 $0 $0 $294,128 $9,638,025
Loomis Sayles Strategic Alpha $20,497,065 -$31,097 $0 -$31,097 $92,231 $20,558,198
MFS International Concentrated $12,296,169 $0 $0 $0 -$245,509 $12,050,660
Pier Capital $6,977,115 -$4,529 $0 -$4,529 -$356,724 $6,615,863
Rhumbline $18,215,677 -$2,583 $0 -$2,583 $487,793 $18,700,886
Sands $15,407,298 -$3,146 $0 -$3,146 -$1,497,040 $13,907,113
Wellington SMID - $0 $0 $0 $0 $0
Total $173,644,714 -$10,047,048 $8,430,411 -$1,616,637 -$147,175 $171,880,902
— = NEPC, LLC March 31, 2016
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Unitarian Universalist Association

Total Fund Asset Allocation vs. Policy Targets

Bridgewater has since been
liquidated, with proceeds being

. . returned in @arlv April
Policy Current Net Asset Allocation Asset Allocation vs. Target

Within ~ Net Asset
Range Allocation

Yes 24.7%

Current ~ Policy  Current Policy Range

[ Equity - Domestic $39,223,861 29.0%  22.8% 22.0% - 36.0%

00 I Equity - International $27,993,123 19.0% 16.3% 14.0%-24.0% | Yes 17.7%

[ Equity - Emerging $11,151,630 6.0% 6.5% 3.0%-9.0% | Yes 9.5%

[ Fixed Income - Domestic $18,320,061 10.0%  10.7% 50%-15.0% | Yes 13.7%

I High Yield 0.5%

[ Unconstrained Bonds $20,558,198 10.0% 12.0% 50%-15.0% |Yes 12.0%

I Fixed Income - Emerging 1.1%

I Fixed Income - Global 0.8%

17.7% I GAARisk Parity $34,698,463  10.0%  20.2% 0.0% - 20.0% -

[ Private Markets $3,141,274 5.0% 1.8% 0.0%-10.0% Yes 1.8%

6.5% [ Hedge Funds $11,774,731 10.0% 6.9% 5.0%-15.0%  Yes 8.9%

[ Real Assets 5.1%

9.5% [ Cash $5,019,561 1.0% 2.9% 0.0%-100%  Yes 4.3%

10.7% Total $171,880,902  100.0%  100.0% 100.0%
13.7% - On a look through basis, Domestic Equity is 24.7% of the fund, International
Equity is 17.7% of the fund, and Emerging Market Equity is 9.5% of the fund.

- While there is no dedicated Real Asset allocation currently in the policy,
GAA has 5.1% exposure (REITS, TIPS, and Commodities).

- Dedicated hedge fund exposure is 6.9%, GMO has an Absolute Return
allocation in their fund, increasing hedge fund exposure to 8.9%.

10.0%

- Overall Fixed Income exposure is 28.1%, including GAA exposure.
Dedicated Fixed income allocation has an intermediate duration.

E NEPC, LLC March 31, 2016
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Unitarian Universalist Association
Total Fund Asset Allocation History

Asset Allocation History

100 %
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2007 2008 2009 2010 2011 2012 2013 2014 2015
[ Equity - Domestic [ ] Fixed Income - Domestic ~ [l Fixed Income - Emerging [ GAA/Risk Parity [ ] Hedge Funds
I Equity - International I High Yield [ Fixed Income - Global [ Private Markets [ Cash
[ 1 Equity - Emerging [ Unconstrained Bonds

E NEPC, LLC March 31, 2016
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Unitarian Universalist Association

Total Fund Allocations vs. Peer Universe

Total Plan Allocation vs. InvestorForce All Endowment $50mm-$250mm Gross

80.0
70.0—
60.0—
o~ 500
=X
c
2 400
«
[&]
2
< 300—
o
20.01— e ¢ [ J
10.0H
{
00 [ ] [ )
’ US Equity Glbl ex-US Equity Total FI Hedge Funds Private Equity Realxssets Glbl Tactical Cash
Allocation (Rank)
5th Percentile 50.7 2718 392 19.8 154 6.4 252 87
25th Percentile 343 230 254 12.8 119 46 149 35
Median 253 18.6 210 98 55 31 10.0 1.0
75th Percentile 19.8 142 129 6.5 30 22 6.6 0.3
95th Percentile 95 79 9.1 29 0.6 04 17 0.0
# of Portfolios 64 65 66 46 39 29 20 59
®  Composite 228 (62) 228 (27) 226 (36) 6.9 (75) 18 (88) 0.0 (99) 202 (15) 20 (37)
UUA Net Asset Allocation 24.7 27.2 28.1 8.9 1.8 5.1 - 4.3

E NEPC, LLC March 31, 2016
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Unitarian Universalist Association

Total Fund Return Summary vs. Peer Universe (Gross of Fees)

Composite vs. InvestorForce All Endowment $50mm-$250mm Gross

15.0
10.0/— ® PO
9
IS 50— ®
2 A % ® A X A x
[}
4 {
?
N A x
g 00— @
c
c
< A X A x
50 o o
-10.0 -
Quarter Fiscal YTD 1 Year 3 Years 5 Years 7 Years 10 Years
Period
Return (Rank)
5th Percentile 20 0.0 03 6.6 7.0 118 57
25th Percentile 13 -16 -14 56 6.1 104 52
Median 08 27 24 40 51 97 47
75th Percentile 04 -38 -36 31 43 89 42
95th Percentile -1.0 55 52 24 34 76 33
# of Portfolios 70 70 70 60 58 55 47
®  Composite 0.0 (83) 44 (83) 45 (85) 32 (73) 43 (76) 10.3 (28) 51 (33)
A Allocation Index 1.0 (37) 24 (44) 24 (51) 40 (51) 42 (77) 94 (58) 49 47)
X Policy Index 09 (42) 22 (32) 22 (45) 41 (49) 46 (64) 97 (52) 45 (57)
Fiscal Year End: 6/30
= =I NEPC, LLC March 31, 2016
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Unitarian Universalist Association

Total Fund Return Summary vs. Peer Universe (Gross of Fees)

Composite vs. InvestorForce All Endowment $50mm-$250mm Gross
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L ' ® A x
‘E’ o A x
2 00—
8 o A p3 (] A X
°
8
= 100—
>
c
c
<
-200—
® A
-300—
-40.0
2015 2014 2013 2012 2011 2010 2009 2008 2007 2006
Period
Return (Rank)
5th Percentile 09 75 199 146 36 146 276 -16.3 132 16.7
25th Percentile 03 55 16.9 134 13 137 241 238 11.0 149
Median -15 44 152 125 06 125 216 -26.7 84 137
75th Percentile 2.3 36 122 117 -15 112 173 294 6.6 125
95th Percentile -39 20 84 94 -36 88 116 -33.1 49 10.0
# of Portfolios 80 90 81 83 82 77 75 71 68 64
®  Composite 23 (76) 38 (74) 123 (74) 142 (1) 14 (73) 152 3) 28.3 ) 247 (31) 80 (56) 99 (97)
A Allocation Index 14 (49) 45 (46) 121 (76) 17 (74) 26  (88) 118  (65) 279 ) 242 (27) 78 (59) 128 (72)
X Policy Index 11 4) 44 (52 126  (70) 121 (66) 16 (79) 116 (67) 230 (36) 253 (37) 76 (60) 130 (70)
= =I NEPC, LLC December 31, 2015
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Unitarian Universalist Association

Total Fund Performance Detail (Net of Fees)

Market Value % of Policy % 3 Mo F$.T.3D| 1Yr  3Yrs 5Yrs  7Yrs 10Yrs Return Since
($)  Portfolio yho ) gy )6 6 (%) (%)

Composite 171,880,902 100.0 100.0 -0.3 -5.1 -5.4 22 3.3 9.2 4.0 5.6 Jul-02
Allocation Index 1.0 2.4 -2.4 4.0 4.2 94 4.9 6.4  Jul-02
Policy Index 0.9 2.2 -2.2 4.1 4.6 9.7 4.5 - Jul-02
Domestic Equity Composite 39,223,861 228 29.0 -3.5 -5.6 -4.4 10.1 10.4 19.9 7.4 9.3  Jul-02
Russell 3000 1.0 -0.5 -0.3 11.1 11.0 17.1 6.9 7.9  Jul-02
Rhumbline 18,700,886 10.9 10.5 2.6 0.5 0.8 9.9 10.0 17.0 5.8 6.1  Aug-05
Russell 1000 Value 1.6 -1.6 -1.5 94 10.2 16.3 5.7 6.1  Aug-05
Sands 13,907,113 8.1 10.5 9.9 -7.0 -7.0 10.9 12.7 217 9.3 10.3  Dec-03
Russell 1000 Growth 0.7 24 25 13.6 124 17.9 8.3 8.2 Dec-03
Pier Capital 6,615,863 3.8 4.0 5.3 -17.4 -12.1 8.6 5.8 16.7 - 8.0 Apr07
Russell 2000 Growth 4.7 -13.6 -11.8 7.9 7.7 17.2 6.0 6.5 Apr07
Wellington SMID 0 0.0 4.0 -- -- -- - - -- -- - Apr-16
International Equity Composite 39,144,753 22.8 25.0 1.2 -8.7 -8.6 0.1 -0.4 7.3 1.3 53  Jul-02
MSCI ACWI ex USA -0.4 -9.7 -9.2 0.3 0.3 9.2 1.9 6.2  Jul-02
MFS International Concentrated 12,050,660 7.0 7.0 -2.0 -1.0 -7 2.0 - -- - 20  Apr13
MSCI EAFE -3.0 -8.8 -8.3 2.2 2.3 9.7 1.8 22 Apr-13
Boston Common 11,942,463 6.9 7.0 -1.6 -8.1 74 1.9 23 - - 4.0 May-10
MSCI EAFE -3.0 -8.8 -8.3 2.2 2.3 9.7 1.8 4.0 May-10
DFA 11,151,630 6.5 6.0 7.6 -10.3 -10.4 4.2 -4.0 - - 29 Mar-11
MSCI Emerging Markets 5.7 -12.6 -12.0 -4.5 -4.1 8.2 3.0 -3.0 Mar-11
Baxter Street 4,000,000 2.3 5.0 - - - - - - - - Apr-16
MSCI ACWI ex USA -0.4 -9.7 -9.2 0.3 0.3 9.2 1.9 - Apr-16
Fixed Income Composite 38,878,259 226 20.0 1.5 0.5 -0.1 1.3 3.6 74 5.4 46  Jul-02
Barclays Aggregate 3.0 37 2.0 2.5 3.8 4.5 4.9 48  Jul-02
Loomis Sayles Strategic Alpha 20,558,198 12.0 10.0 0.3 -2.1 24 - - - - 04 Aug-14
Barclays Aggregate 3.0 3.7 2.0 2.5 3.8 4.5 4.9 3.5 Aug-14
3-Month LIBOR + 3% 0.9 2.6 34 3.3 3.3 34 4.6 3.3 Aug-14
Breckinridge 8,682,036 5.1 5.0 24 3.5 29 - - - - 34 Nov-14
Barclays Int Govt/Credit 24 2.7 2.1 1.8 3.0 3.8 4.3 26 Nov-14
IR&M SRI Core Bond Fund 9,638,025 5.6 5.0 3.1 3.3 1.8 - - - - 1.8  Apr-15
Barclays Aggregate 3.0 3.7 2.0 2.5 3.8 4.5 4.9 20 Apr-15

= = NEPC, LLC March 31, 2016
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Unitarian Universalist Association

Total Fund Performance Detail (Net of Fees)

Market Value % of Policy % 3 Mo F$.?%| 1Yr  3Yrs 5Yrs 7Yrs 10Yrs Retun Since
($)  Portfolio e A S S (L (O B B ) (%)

GTAA Composite 34,698,463 20.2 10.0 1.2 -5.1 6.5 0.9 3.7 8.6 - 40 Jan-08
65% MSCI ACWI (Net) / 35% BC Agg 1.3 -1.6 -1.9 4.6 5.0 10.0 4.7 3.3 Jan-08
GMO Benchmark Free Allocation Fund 17,654,537 10.3 10.0 0.2 51 5.5 0.9 3.1 74 - 35 Jan-08

65% MSCI World (Net) /35% BC Agg 0.9 -1.0 -1.3 55 5.8 10.3 4.8 3.6 Jan-08
CPI + 5% (Unadjusted) 1.9 3.5 5.9 5.8 6.3 6.7 6.9 6.6 Jan-08
Bridgewater 17,043,926 9.9 0.0 2.4 -5.0 -7.9 -0.5 58 8.1 5.0 46 Sep-05
50% BC Global Agg/ 50% MSCI World (Net) 2.8 1.2 0.7 4.0 4.3 8.6 4.6 4.8  Sep-05
CPI + 5% (Unadjusted) 1.9 3.5 5.9 5.8 6.3 6.7 6.9 6.9 Sep-05

Hedge Fund Composite 11,774,731 6.9 10.0 21 -11.4 -13.9 -1.3 -0.2 - - 3.6 Aug-09
HFRI Fund of Funds Composite Index -3.0 -56.9 -5.7 1.8 1.3 3.4 1.5 2.6 Aug-09
Entrust Capital Diversified Fund 7,126,626 4.1 5.0 -4.0 -11.6 -12.8 -0.9 0.0 - - 3.8 Aug-09

HFRI Fund of Funds Composite Index -3.0 -5.9 -5.7 1.8 1.3 3.4 1.5 26 Aug-09
Cevian Capital Il 4,648,105 2.7 3.0 1.2 -11.0 -15.5 - - - - -155  Apr-15
HFRX Event Driven Index -1.2 -9.4 -9.4 -1.6 -0.2 2.3 0.4 -9.4  Apr-15
MSCI EAFE -3.0 -8.8 -8.3 2.2 2.3 9.7 1.8 -8.3  Apr-15

Private Markets/Opportunistic 3,141,274 1.8 5.0 1.7 3.6 6.3 - - - - 6.9 May-14
Private Markets Custom Benchmark 2.9 7.3 8.7 - -- -- - 10.5 May-14
FEG Private Opportuntiies Fund 1,533,534 0.9 0.0 4.8 7.5 - - - - 75 Jun-14

Private Equity Benchmark 0.0 -0.9 2.8 10.6 10.7 13.6 9.8 7.2 Jun-14
Brockton Capital Fund IlI 1,607,740 0.9 2.9 - - - - - - 3.0 Aug-15
NCREIF Property Index 2.2 84 11.8 11.9 11.9 9.1 7.6 84 Aug-15

Cash 3,435,356 2.0 0.0 -0.4 -0.6 0.4 0.2 0.6 - - 1.0 Dec-10
91 Day T-Bills 0.1 0.1 0.1 0.1 0.1 0.1 1.0 0.1 Dec-10

Community Development 1,584,205 0.9 1.0 0.4 0.9 1.1 11 1.4 1.6 - 1.8  Jul-07
91 Day T-Bills 0.1 0.1 0.1 0.1 0.1 0.1 1.0 04  Jul-07

Fiscal Year End: 6/30
Private Markets Custom Benchmark consists of Cambridge Associates US Private Equity Index prior to 4/1/2015 and Cambridge Associates Global All Private Equity Vintage Year 2013+ 1 Qtr Lag
benchmark post 4/1/2015.

=I NEPC, LLC March 31, 2016
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Unitarian Universalist Association

Total Fund Attribution Analysis (Gross of Fees)

Attribution Summary
3 Months Ending March 31, 2016
Attribution Effects Relative to Policy Index A\c/YJgI Wtd. Index  Excess Selection Allocation Interaction Total
3 Months Ending Mar 31, 2016 Retumn Return ~ Return Effect Effect  Effects  Effects
ggﬁggts'ftfqu”y 34%  02%  -35%  -08%  00%  00%  -08%
_ International Equity 14%  01%  12%  03%  00%  00%  02%
Composite Composite
Fixed Income Composite 1.6% 2.9% -1.3% -0.3% 0.0% 0.0% -0.3%
Domestic Equity Composite GTAA Composite 1.3% 1.9% -0.5% -0.1% 0.0% 0.0% -0.1%
Hedge Fund Composite -1.7% -3.0% 1.3% 0.2% 0.1% 0.0% 0.2%
International Equity Composite Private
-1.7% 2.9% -4.6% -0.2% -0.1% 0.1% -0.2%
Markets/Opportunistic ' ' ’ ' ' ' '
Fixed Income Composite Cash -0.4% 0.1% -0.5% 0.0% 0.0% 0.0% 0.0%
_ Community Development 0.4% 0.1% 0.3% 0.0% 0.0% 0.0% 0.0%
GTAA Composite Total 00%  09%  09%  -1.0%  04%  00%  -0.9%
Hedge Fund Composite n
Private Markets/Opportunistic -
Cash §
Community Development %5
-1.0 % -O.é % -0.2‘ % ‘ 0.2‘ %
-0.8 % -0.4 % 0.0 % 04 %
[ Allocation Effect
Il Selection Effect
[ Interaction Effects
O Total Effect
= = NEPC, LLC March 31, 2016
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Unitarian Universalist Association
Total Fund Attribution Analysis (Gross of Fees)

Attribution Effects Relative to Policy Index Attribution Summary
1 Year Ending Mar 31, 2016 1 Year Ending March 31, 2016
Amgl Wtd. Index  Excess Selection Allocation Interaction Total
Returmn Return Return Effect Effect  Effects  Effects
Composite S B 39%  20%  19% 4%  00%  00%  -04%
International Equity
Domestic Equity Composite Composite -1.9% -9.5% 1.5% 0.3% -0.1% 0.0% 0.2%
_ _ _ Fixed Income Composite 0.3% 2.0% -1.6% -0.3% 0.0% -0.1% -0.4%
International Equity Composite GTAA Composite 61%  -03%  -58%  -12% 0.0% 00%  -1.1%
Hedge Fund Composite -12.7% -5.7% -1.0% -0.7% 0.1% 0.2% -0.4%
Fixed Income Composite Private
Markets/Opportunistic 7.6% 8.7% -1.1% 0.0% -0.3% 0.0% -0.4%
GTAA Composite Cash -0.4% 0.1% -0.5% 0.0% 0.2% 0.0% 0.2%
Community Development 1.1% 0.1% 1.0% 0.0% 0.0% 0.0% 0.0%
Hedge Fund Composite Total -4.4% -2.2% -2.3% -2.3% -0.1% 0.1% -2.3%
Private Markets/Opportunistic ( :
Cash E
Community Development ¢
25 % -2.6 % -1.&L> % -1.6 % -O.é % O.d % 05%
[ Allocation Effect
Il Selection Effect
[ Interaction Effects
O Total Effect
= = NEPC, LLC March 31, 2016
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Unitarian Universalist Association

Total Fund Risk/Return (Gross of Fees)

3 Years Ending March 31, 2016

5 Years Ending March 31, 2016

9.0 8.0
8.0 . 70F PO .-
Tor K . 60L cL
= 6.0+ ° * ol ° . - .. -.A‘. °
% L. 2 % 50F LA ) a
e 5oL -,‘- o 2 & . . . .0’® . ht
E A 2 g 40 : " % 2
T L 0 ° o) T . o)
g 4.0 . . o..‘ L g g 20 . / . . g
< 30p 0 #@ = UUA
2l / o 201
Lol UUA 1oL
00 | | | | | | | | | 00 | | | | | | | | | |
0.0 1.0 20 30 40 50 6.0 70 8.0 9.0 10.0 0.0 1.0 20 30 40 50 6.0 70 8.0 90 100 1.0
Annualized Standard Deviation Annualized Standard Deviation
m  Composite m  Composite
+ Allocation Index + Allocation Index
o Policy Index o Policy Index
A Universe Median A Universe Median
o 68% Confidence Interval o 68% Confidence Interval
e InvestorForce All Endowment $50mm-$250mm Gross e InvestorForce All Endowment $50mm-$250mm Gross
3 Years Ending March 31, 2016 5 Years Ending March 31, 2016
Anlzd Anlzd Sharpe Info Anlzd Anlzd Sharpe Info
Ret @K gigDev @ Ratip ROK  Rafp A Ret K ggpey RAK Rafip  RAK R Remk
Composite 3.18% 73 7.77% 7 0.40 81 -0.72 81 Composite 4.33% 76 8.79% 79 0.49 83 0.09 43
Allocation Index 3.95% 51 717% 50 0.54 56 - Allocation Index 4.22% 77 8.21% 55 0.51 76 - -
Policy Index 4.14% 49 7.50% 61 0.55 56 0.36 11 Policy Index 4.60% 64 8.62% 75 0.53 73 0.60 13
- =I NEPC, LLC March 31, 2016
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Unitarian Universalist Association

Total Fund Risk/Return (Gross of Fees)

7 Years Ending March 31, 2016 10 Years Ending March 31, 2016
15.0 7.0
UUA
. 6.0+ L.
UUA . .. . °
\,‘_; = .. 50/ T T :
o 100- e £ e
§ .., * e ...Q o0 % . Lo . ﬁ
& o . S o a o 40+ . o)
=] ‘e ‘e g = . . o
g . Ei; E . oo g
S . S 5 30r g
E . (2 = (2]
< 50/ =
' 20
1.0+
0.0 ! ! 0.0 . .
00 50 10.0 15.0 0.0 50 10.0 15.0
Annualized Standard Deviation Annualized Standard Deviation
m Composite = Composite
+ Allocation Index ¢ Allocation Index
o Policy Index o Policy Index
4 Universe Median 4 Universe Median
o 68% Confidence Interval B 68% Confidence Interval
e InvestorForce All Endowment $50mm-$250mm Gross e InvestorForce All Endowment $50mm-$250mm Gross
7 Years Ending March 31, 2016 10 Years Ending March 31, 2016
Anlzd Anlzd Sharpe Info Anlzd Anlzd Sharpe Info
Ret K ggpey RAK Rafip  RAK R Renk Ret "OK ggpey RAK Raip  RAK R Remk
Composite 10.30% 28 9.64% 80 1.06 71 0.71 18 Composite 5.12% 33 10.55% 64 0.39 36 0.18 40
Allocation Index 9.38% 58 9.26% 72 1.01 80 - - Allocation Index 4.86% 47 10.14% 51 0.38 46 - -
Policy Index 9.65% 52 9.58% 80 1.00 82 043 27 Policy Index 4.47% 57 10.65% 65 0.33 61 -0.28 78
- =I NEPC, LLC March 31, 2016
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Unitarian Universalist Association

Total Fund Risk Statistics

3 Years Ending March 31, 2016

% of Tot Anlzd Ret Rank Anlzd Std Dev Rank Sharpe Ratio Rank Info Ratio Rank
Composite 100.00% 3.18% 73 1.77% 77 0.40 81 -0.72 81
Allocation Index - 3.95% 51 717% 50 0.54 56 - -
Domestic Equity Composite 22.82% 10.64% 46 13.19% 59 0.80 51 0.13 48
Russell 3000 - 11.15% 39 11.56% 25 0.96 29 - -
International Equity Composite 22.77% 0.78% 88 13.31% 64 0.05 88 0.22 85
MSCI ACWI ex USA - 0.32% 90 13.59% 73 0.02 90 - -
Fixed Income Composite 22.62% 1.74% 48 3.51% 20 0.48 38 -0.34 64
Barclays Aggregate - 2.50% 33 3.00% 1 0.81 20 - -
GTAA Composite 20.19% 1.41% 96 7.38% 37 0.18 97 -1.23 99
65% MSCI ACWI (Net) / 35% BC Agg - 4.63% 86 7.99% 52 0.57 86 - -
Hedge Fund Composite 6.85% 0.13% 82 7.65% 87 0.01 82 0.32 77
HFRI Fund of Funds Composite Index -- 1.77% 57 3.73% 28 0.46 49 -- --

5 Years Ending March 31, 2016

% of Tot Anlzd Ret Rank Anlzd Std Dev Rank Sharpe Ratio Rank Info Ratio Rank

Composite 100.00% 4.33% 76 8.79% 79 0.49 83 0.09 43
Allocation Index - 4.22% 77 8.21% 55 0.51 76 - -
Domestic Equity Composite 22.82% 10.85% 40 14.12% 50 0.76 43 -0.05 40
Russell 3000 - 11.01% 37 12.67% 24 0.86 27 - -
International Equity Composite 22.77% 0.24% 94 15.93% 73 0.01 94 -0.03 94
MSCI ACWI ex USA - 0.31% 94 15.68% 60 0.02 94 - -
Fixed Income Composite 22.62% 4.08% 35 3.82% 20 1.05 23 0.09 34
Barclays Aggregate - 3.78% 39 2.77% 8 1.34 15 - -
GTAA Composite 20.19% 4.26% 93 7.52% 22 0.56 88 -0.20 95
65% MSCI ACWI (Net) / 35% BC Agg - 4.95% 89 8.87% 68 0.55 88 - -

> = NEPC,LLC March 31, 2016
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Unitarian Universalist Association

Glossary of Terms

The calculation methodology for each measure of performance is outlined below.

N O e R L B

Policy Target Measures policy allocation decisions.

Allocation Measures actual allocation decisions.
Index Deviations from the policy target can be
derived. (Allocation Index - Policy Index)

Composite Measures actual performance and can
(Total Return) derive active management decisions.
(Composite — Allocation Index)

= TARGET ASSET WEIGHTS X INDEX RETURNS

= ACTUAL ASSET WEIGHTS X INDEX RETURNS

= ACTUAL ASSET WEIGHTS X ACTUAL RETURNS

The calculation methodology for each measure of attribution is outlined below.

B O N N B

Allocation Measure the effects of overweighting or

Effect underweighting managers and asset
classes.

Selection Measures the managers’ ability to add

Effect excess return relative to the policy index.

Interaction Measures the cross correlation of both
Effect selection and allocation affects and is
often referred to as an “error term”.

= (ACTUAL MANAGER WEIGHT — PoLICY TARGET
WEIGHT) X PoLICY INDEX RETURN

= (ACTUAL MANAGER RETURN —INDEX RETURN) X
PoLicy TARGET WEIGHT

= (ACTUAL MANAGER RETURN X (ACTUAL MANAGER
WEIGHT — PoLICY TARGET WEIGHT)) — ((MANAGER
WEIGHT — PoLICY TARGET WEIGHT) X INDEX
RETURN)

E% NEpC,LLC
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Glossary of Terms

Alpha - Measures the relationship between the fund performance and the per-
formance of anocther fund or benchmark index and equals the excess return
while the other fund or benchmark index is zero.

Alpha Jensen - The average return on a portfolio over and above that predict-
ed by the capital asset pricing model (CAPM), given the portfolio’'s beta and the
average market return. Also known as the abnormal return or the risk adjusted
excess return.

Annualized Excess Return over Benchmark - Annualized fund return minus
the annualized benchmark return for the calculated return.

Annualized Return - A statistical technique whereby returns covering pericds
greater than one year are converted to cover a 12 month time span.

Beta - Measures the volatility or systematic risk and is equal to the change in
the fund's performance in relation to the change in the assigned index’s perfor-
mance.

Information Ratio - A measure of the risk adjusted return of a financial
security, asset, or portfolio.

Formula:

(Annualized Return of Portfolio - Annualized Return of Benchmark)/Annualized
Standard Deviation({Period Portfolio Return - Period Benchmark Return). To an-
nualize standard deviation, multiply the deviation by the square root of the
number of periods per year where monthly returns per year equals 12 and quar-
terly returns is four periods per year.

R-Squared - Represents the percentage of a fund’s movements that can be
explained by movemeants in an index. R-Squared values range from 0 to 100. An
R-Squared of 100 denotes that all movements of a fund are completely ex-
plained by movements in the index.

Sharpe Ratio - A measure of the excess return or risk premium per unit of risk
in an investment asset or trading strategy.

Sortino Ratio - A method to differentiate between good and bad volatility in
the Sharpe Ratio. The differentiation of up and down volatility allows the calcu-
lation to provide a risk adjusted measure of a security or fund's performance
without upward price change penalties.

Formula:

Calculation Average (X-Y)/Downside Deviation (X-¥) * 2

Where X=Return Series X Y = Return Series Y which is the risk free return (91
day T-bills)

Standard Deviation - The standard deviation is a statistical term that de-
scribes the distribution of results. It is a commonly used measure of volatility of
returns of a portfolio, asset class, or security. The higher the standard deviation
the more volatile the returns are.

Formula:
(Annualized Return of Portfolio - Annualized Return of Risk Free) / Annualized
Standard Deviation (Portfolio Returns)

Tracking Error - Tracking error, also known as residual risk, is a measure of
the degree to which z portfolio tracks its benchmark. It is also a measure of
consistency of excess returns. Tracking error is computed as the annualized
standard deviation of the difference between a portfolio’s return and that of its
benchmark.

Formula:

Tracking Error = Standard Deviation (X-Y) * +{ # of periods per year)
Where X = periods portfolio return and Y = the period’s benchmark retum
For monthly returns, the periods per year = 12

For quarterly returns, the periods per year = 4

Treynor Ratio - A risk-adjusted measure of return basad on systematic risk.
Similar to the Sharpe ratio with the difference being the Treynor ratio uses beta
as the measurement of volatility.

Formula:
(Portfolio Average Return - Average Return of Risk-Free Rate)/Portfolio Beta

Up/Down Capture Ratio - A measure of what percentage of a market's re-
turns is "capturad” by a portfolio. For example, if the market declines 10% over
some period, and the manager declines only 9%, then his or her capture ratio is
90%. In down markets, it is advantageous for a manager to have as low a cap-
ture ratio as possible. For up markets, the higher the capture ratio the better.
Looking at capture ratios can provide insight into how a manager achieves ex-
cess returns. A value manager might typically have a lower capture ratio in both
up and down markets, achieving excess returns by protecting on the downside,
whereas a growth manager might fall more than the overall market in down
markets, but achieve above-market returns in a rising market.

UpsideCapture = TotalReturn{FundReturns)/TotalReturns(BMReturn) when Peri-
od Benchmark Return is = = 0

DownsideCapture = TotalReturn{FundReturns)/TotalReturns{BMReturn) when
Benchmark <0

Data Source: InvestorForce
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Disclaimer

- Past performance is no guarantee of future results.

- The opinions presented herein represent the good faith views of NEPC
as of the date of this report and are subject to change at any time.

- Data used to prepare this report was obtained directly from the
investment manager(s). While NEPC has exercised reasonable
professional care in preparing this report, we cannot guarantee the
accuracy of all source information contained within.

« This report may contain confidential or proprietary information and is
intended only for the designated recipient(s). If you are not a
designated recipient, you may not copy or distribute this document.
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Alternative Investment Disclosures

It is important that investors understand the following characteristics of non-
traditional investment strategies including hedge funds and private equity:

1. Performance can be volatile and investors could lose all or a substantial
portion of their investment

. Leverage and other speculative practices may increase the risk of loss
. Past performance may be revised due to the revaluation of investments

. These investments can be illiquid, and investors may be subject to lock-ups
or lengthy redemption terms

5. A secondary market may not be available for all funds, and any sales that

occur may take place at a discount to value

6. These funds are not subject to the same regulatory requirements as
registered investment vehicles

7. Managers may not be required to provide periodic pricing or valuation
information to investors

8. These funds may have complex tax structures and delays in distributing
important tax information

9. These funds often charge high fees

10.Investment agreements often give the manager authority to trade in
securities, markets or currencies that are not within the manager’s realm of
expertise or contemplated investment strategy

L WN
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