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Commitment: Section 13(3) of the 2007 Merger Settlement approved by the Merger Order 
pertaining to recovery of any cost of capital premium caused by the Merger is affinned and 
extended two years (from live years to seven years from the Merger closing, May 31, 2007). 

Seclion B(3a) of the 2007 Merger Scltlemcnl states lhat Duquesne shall not request a capital 
structure for ratcmaking purposes which is outside of a reasonable range of lhat used by 
comparable companies. In any future base rate proceeding, Duqucsnc must demonstrate that its 
claimed common equity ratio is reasonable and in the bcsl interests of its customers. 

2013 Status: DLC has complied with this commitment. 

Commitment: Also reinstated from the 2007 Merger Settlement (Section B3b), DLC will not 
claim an increase in (he cost of capital due lo any downgrading of Duquesne debt as a direct result 
of the Merger or the acquisition of DUET's interests by G1C for a seven-year period after closing 
(May 31, 2007) through May 31, 2014. 

2013 Status: DLC has not claimed any increase in cost of capital as a result of the Merger or 
acquisition. 

Corporate Cost Allocations 

Commitment: DLC's corporate cost allocations will include a rent charge for Ihe percentage of 
space occupied by employees who provide services lo an affiliate and a supplies charge for 
supplies the employee may use in providing services lo affiliates. 

2013 Status: DLC remains in compliance with this commitment. 

Commitment: DLC's corporate cost allocations will provide thai all costs incurred by DLH 
including any costs allocated from DLC to DLH, will be allocated, to the extent appropriate, to 
other DLC affiliates. 

2013 Status: DLC remains in compliance with this commitment. 

Commitment: DLC's corporate cost allocations will include appropriate charges to all affiliates 
for costs incurred on their behalf by DLH for letters of credit ancl securities and will allocate 
appropriate charges associated wilh the DLH revolving credit agreement. 

2013 Status: DLC remains in compliance with this commitment. 

Corporate Structure and Ring Fencing Protections 

Commitment: From and after the effective date of this Seltlement, DLC shall nol: (1) guarantee 
the debl or credil instrumcnis of DLH or any nffilialc nol regulated by (he Commission, except as 
approved by the Commission upon a detennination that such guaranlcc provides net benefits to 
customers; (2) grant a mortgage or other lien on any property used and useful by DLC in 
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providing rclail utility .service lo Ihe public subjec! lo the Commission s jurisdiction, e.xcepl for 
the financing needs of DLC; or (3) make any loan or otherwise extend credit lo DLH or any 
affiliate not regulated by the Commission for a term of one year or more, except as approved by 
the Commission upon a determination that such loan or credil extension provides net benefits to 
customers. 

2013 Status: DLC remains in compliance with this commitment. 

Commitment: DQI: Holdings will not permit a change in ownership among the members of 
DQE Holdings without prior Commission approval if such change would result in a change in 
control under the then-applicable Commission standards. 

2013 Status: DLC remains in compliance with this commitment. 

Commitment: DLC will seek Commission approval of all new or amended agreements with 
affiliates consistent with Chapter 21 of the Public Utility Code. 

2013 Status: DLC remains in compliance with this commitment. 

Commitment: DLC shall provide the OTS, OCA and OSBA with a copy of its annual reports 
filed with the Securities and Exchange Commission. 

2013 Status: DLC has maintained its compliance within this commitment. No reports have been 
filed with the Securities and Exchange Commission. 

Commitment: DLC agrees lo continue lo have outstanding separately issued debt held by 
investors nol affiliated with DLC or its affiliates, unless the Commission authorizes lo ihe 
contrary. 

2013 Status: DLC remains in compliance with this commitment. 

Commitment: DLH ancl its subsidiaries, including Duqucsnc, will provide, upon request, to 
OTS, OCA and OSBA access in connection wilh rate proceedings and other proceedings before 
the Commission, where relevant, to presentations given by DLH ancl its subsidiaries to common 
stock, bond, or rating analysts. Such material will be accorded confidential treatment. 

2013 Status: DLC remains in compliance with this commitment. 

Commitment: DLC's long-term debt ratio as a percent of total capitalization shall not exceed 
60% absent approval from the Commission. Any request for approval will be considered on an 
expedited basis, if so requested. 

2013 Status: DLC remains in compliance with this commitment. Duqucsnc's long-term debt 
ratio was 40.8% at the end of 2012. 
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Commitment: DLC shall notify the Commission of its intention to declare a special cash 
dividend to DLH. al least 30 days before dcclaring the dividend. 

2013 Status: DLC remains in compliance with this commitment. No special cash dividends 
were declared. 

Conunitmcnf: The CEO of DLH will be a member of (he board of DQE Holdings, and will also 
chair a management committee, which will contain representatives of both the senior management 
team and the Macquaric Consortium. 

2013 Status: Richard Riazzi, President and Chief Executive Officer of Duquesne Light 
Holdings, Inc. is a member of the Board of Directors of DQE Holdings, LLC. In addition, Mr. 
Riazzi serves as the Chair of the Asset Management Committee, which consists of both members 
of the senior management team and the Owners. 

Commitment: DLH shall maintain, and cause its subsidiaries including Duqucsnc to maintain, 
separate books and financial records. 

2013 Status: DLC remains in compliance with this commitment. 

Commitment: DQE Holdings will maintain corporate organizational and financial policies 
sufficient to permit Duquesne to continue to meet requirements lo maintain its own credit ratings, 
separate from its parent. 

2013 Status: Duquesne remains in compliance with this commitment. 

Commitment: Upon request from the Commission, Duquesne shall supply copies of information 
thai it has submitted to credil rating agencies. 

2013 Status: DLC remains in compliance with Ihis commitment. 

Commitment: Unless the Commission grants approval to the contrary, for a period of three 
years from the closing with regard to sale of DUET's interests to Epsom, Duqucsnc shall not 
make a dividend payment to its parent if doing so causes its debt ratio as a percentage of total 
capitalization, as defined in Duqucsnc's currenl bank credit agreement, to exceed 60 percent, or if 
its debl ratio as so defined al Ihe time of dividend declaration or payment exceeds 60 percent. 

2013 Status: DLC remains in compliance with this commitment. Duqucsnc's long-term debt 
ratio was 40.8% at the end of 2012. 

Commitment: DLH and its subsidiaries shall remain organized in a manner that provides 
corporate separation of regulated and non-rcgulalcd activities. 

2013 Status: DLC remains in compliance with this commitment. 
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Commitment: The Applicants agree lhat tliey will continue lo comply with Section 1 102(a)(3) of 
the Public Ulilily Code requiring ihe approval of changes in control, as interpreted by the 
Comniission's Policy Statement-Utility Stock Transfer under 66 Pa.C.S. § 1102(a)(3). Epsom agrees 
that it will not increase its voting interest in DQE Holdings beyond the 28.95% approved by the 
Commission in this proceeding unless Epsom obtains the Commission's approval of an acquisition 
increasing that voting interest or a determination by the Commission that approval is not required. 
Any acquisition of a voting interest in DQE Holdings by any parent or affiliate of Epsom shall be 
counted in applying the provisions of this condition. 

2013 Status: DLC remains in compliance with this commitment. On June 14, 2012, MTAA sold 
its interest in DQE Holdings LLC to several of the existing Owners, including Epsom who 
increased its ownership interest to 31.0112%. The Epsom transaction closed only after the PUC 
issued a Secretarial Letter, dated May 30, 2012, stating that approval of this slight increase in 
Epsom's ownership interest did not require PUC approval. 

Commifmcnt: Epsom agrees to lender to DQE Holdings, for redemption, the Promissory Note 
(the "Promissory Note") from DQE Holdings to DUET3, which will be acquired by Epsom at 
closing, no later than 30 days after the closing. Duqucsnc confirms that (i) pursuant to a 
Transaction Agreement dated December 9, 2009, to which DQE Holdings and each of its 
Members is a party, all the Promissory Notes will be tendered to DQE Holdings within thirty (30) 
calendar days oflhc closing and the tender by Epsom, and (ii) upon lender, DQE Holdings will 
redeem all oflhc Promissory Notes and the proceeds of such redemptions will simultaneously be 
reinvested in DQE Holdings as equity capital contributions with no change in the voting interests 
oflhc Members of DQE Holdings. 

2013 Status: Not Applicable. The redemption of the Promissory Note was completed in 
September 2011. 

Reliability and Customer Service 

Commitment: DLC will maintain operating locations and field offices in its territory, and 
staffing levels, as appropriate, to provide safe and reliable service, consistent with good utility 
practices. 

2013 Status: DLC remains in compliance with this commitment. 

Commitment: DLC agrees to the following Quality ofScrvicc Plan during the period from 
January 1, 2012 through December 31, 2013, or i f later, until the Commission order is entered in 
Duqucsnc's next base rale case. The Service Plan cslablishcs the following metrics and reporting 
requirements to allow for the monitoring of the quality of service provided by DLC and to 
identify any significant changes to DLC's reliability and service levels. A report will be provided 
to the Commission, OCA. OTS (Bureau of Investigations and Enforcement) and OSBA on these 
metrics. 
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Quality of Service Plan 

Performance Area Index Metrics Goals 
Metrics Achieved 

2012 
• Reliability - .. 

SAIFI (12 Month) 1.17 0.67 
CAJDf (12 Month) 108 117 

Customer Service 
The percent calls answered within 30 seconds. 77% (for 2012) 

78% (for 2013) 
77% 

The average busy out rate. 0.3% 0% 
The average call abandonment rate. 4% 3% 
Percent of residential bills not rendered once every 
billing cycle. 

0.01% 0.00% 

2013 Status: The above table provides the Quality of Service Plan Metrics achieved for the 
calendar year 2012. 

Commitment: DLC will also include in its report its performance in the areas shown below and 
provide a report each year to the Commission, OCA, OTS (Bureau of Investigations and 
Enforcement) and OSBA. 

Performance Report - Residential Customers 

Measure Metrics Achieved 
2012 

Number of Customer Disputes Nol Issued a Report Within 30 Days 14 
Termination Rate (Terminations per 1000 Residential Customers) 44.77 
Justified Payment Arrangement Request Rate 1 <1 
Justified Consumer Complaint Rate 11 

2013 Status: The above table provides the 2012 performance measures for each of the areas 
listed. 

Commitment: DLC agrees that, in any year during the effective period of the Service Plan, i f its 
reliability or service levels are nol equal lo or bellcr lhan the reporting metrics scl forth in the 
Service Plan, DLC will provide the Commission, OCA, OTS and OSBA with a report lhat will 
identify the reasons for the variance and identify any management actions that DLC intends to 
undertake in response to any variation. DLC will then convene a collaborative with OCA, OTS 
and the OSBA to discuss such report. The Commission may, upon motion of any Party or upon 
its own motion, open a formal proceeding concerning reliability or service. 

1 These performiince metrics reported by the I'a. PUC BCS in the "Quarterly Updale in UCAR1: Report January-
December 2012" 
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2013 Status: Attached to this report, as Attachment #1 is the "Duqucsnc Light Company Report 
on Operation Reliability Metrics, SAIFI and CAIDI", which fulfils the commitment to report on 
reliability or service levels not equal to or better than the reported metrics set forth in the Service 
Plan. Duquesne Light Company will contact the OCA, OTS and OSBA within 30 days of the 
date of this report to discuss convening a collaborative to discuss the "Duquesne Light Company 
Report on Operation Reliability Metrics, SAIFI and CAIDI" report. 

Reporting and Access to Books and Records 

Commitment: Upon written request, DLC and its subsidiaries will provide the Commission, the 
OTS, the OCA and the OSBA reasonable access to the books and records, officials and staff of 
DLH and its subsidiaries in Pittsburgh, Pennsylvania. 

2013 Status: DLC remains in compliance with this commitment. 

Commitment: Annual reporting covering 2012 and 2013 is reinstated and will end on 
March 31, 2014. DLC will provide an annual report to the Commission as to the status of all 
commitments made in this Settlement. DLC will provide the Commission and the Parties GIC's 
most recent published report on the Management of the Government's Portfolio until such time as 
the Commission grants approval to the contrary. 

2013 Status: This Report constitutes the annual reporting. Attachment #2 is GIC's most recently 
published report. 

Low Income Programs 

Commitmcnt: DLC will continue to fund its Customer Assistance Program (CAP) consistent 
with its needs analysis. 

2013 Status: DLC will continue to fund its Customer Assistance Program (CAP) consistent with 
its needs analysis. 

Commitment: DLC will agree not to transfer LIURP funds collected during the period 2012 
through 2013 to other universal service programs. 

2013 Status: DLC remains in compliance with this commitment. 

Commitment: DLC agrees that it will make all reasonable efforts to expend LIURP funding 
available each calendar year. Subject to any necessary approval by the BCS, DLC will agree to 
raise the income eligibility needs to 200% of the federal poverty level, and/or expand outreach 
efforts, and/or increase the numbers of customers served. DLC will advise the universal service 
collaborative of the status of LIURP expenditures on a quarterly basis during the period 2012 
through 2013. 

2013 Status: DLC has maintained its compliance with the requirement. DLC expended all 
budgeted LIURP funding available for calendar year 2012. Organizations participated in the 
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Universal Services collaborative were advised of the status of the LIURP expenditures on 
February 13,2012, April 20,2012, July 17, 2012 and December 13,2012. 

Community Commitment 

Commitment: DQE Holdings and the Macquaric Consortium, and its investors, will continue to 
maintain DLC's corporate headquarters in Pittsburgh, Pennsylvania. All the corporate functions 
will be performed and maintained at such headquarters so that DLC and its management team will 
continue to be locally based. DQE Holdings agrees not to move DLC's headquarters outside 
DLC's service territory without advance approval of the Commission. 

2013 Status: DLC's corporate headquarters remains in Pittsburgh, its corporate functions 
continue in these headquarters, and the management team is locally based. 

Commitment: DLC agrees that it will continue lo provide corporate contributions and 
community support in southwestern Pennsylvania at levels substantially comparable to levels 
provided by the Company in 2006 (for 2006 that is approximately S2.9 million) through May 31. 
2014. 

2013 Status: This commitment is measured on a twelve month basis ending on May 311,1 and 
Duquesne Light Company will provide contributions and community support that are 
substantially comparable to the $2.9 million level during the current period. 

Commitment: For a period of 5 years, Duquesne will match customer contributions to the Dollar 
Energy Fund with Shareholder dollars up to $375,000. This was extended for two years beyond 
the originally agreed-upon five years, for a total of seven years from the merger closing (May 31, 
2007). For this revised period, DLC will contribute S375,000 annually to the Dollar Energy Fund 
and atlcmpl to obtain customer matching contributions equal to that amount. 

2013 Status: This commitment is measured on a twelve month basis ending May 31s1 and 
Duquesne Light Company will contribute $375,000 to the Dollar Energy Fund during the current 
period. 

RECEIVED 
MAR 2.8 2013 

C UTIUT 
SECRETARY1 

o.ir UTILITY COMMISSION 
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Conclusion 

This report fulfils Duquesne Light Company's requirement to provide an annual report lo 

the Commission as to the status of all commilments made in the Epsom Investmcnt/GIC Infra 

Holdings Purchase settlement. 

Dated this 28th day of March, 2013. 

Respectfully Submitted, 

Duquesne Light Company 

Vernon J. Edwards 
411 Seventh Avenue 
Pittsburgh, PA 15219 
412-393-3662 

Attachments RECEIVED 
MAR 2 8 "ni^ 

PA PUBLIC UTILITY COMMISSION 
SECRETARY'S SUK£AU 
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Attachment #1 

Duquesne Light Company Report on 
2012 Reliability Metrics (SAIFI, CAIDI) 

RECEIVED 
MAR 2.8W3 

PA PUBLIC UTILITY COMMISSION 
SECRETARY'S BuftfiAy 
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Introduction 

In Section "D" (Reliability and Customer Service) of the approved settlement of the Duct Investment sale-
Epsom Investment purchase agreement, Duquesne Light Company (Duquesne or Company) agreed to a 
quality of service plan (Service Plan) from January 1, 2012 - December 31, 2013, or if later, until the 
Commission order is entered in Duquesne's next base rate case. This Service Plan established the following 
Reliability and Customer Service Metrics: 

Quality of Service Plan 

Performance Area Index Metrics Goals 
Metrics 

Achieved 

(2012 Results) 

Reliability 

SAIFI (12Month) 1.17 0.67 

CAIDI (12 Month) 108 117 

Customer Service 

The percent calls answered within 30 
seconds. 

77% (for 2012) 77% The percent calls answered within 30 
seconds. 

78% (for 2013) 

The average busy out rate. 0.30% 0.00% 

The average call abandonment rate 4.00% 3.00% 

Percent of residential bills not rendered 
once every billing cycle 

0.01% 0.00% 

Duquesne Light Company is to provide a report to the Commission, OCA, OSBA and OTS (now I&12) if 
any of these service levels are not equal to or better lhan the reporting metrics set forth in the Service Plan. 

During 2012, Duquesne Light Company's service levels were equal to or better than the Service Plan 
Metrics except for the CAIDI Reliability Measure. This report provides Duquesne Light Company's 
analysis of the Reliability Metrics and variance per the Merger Agreement. 
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MAR 2 8 2013 
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SAIFI, SAIDI & CAIDI Analysis 

SYSTEM AVERAGE INTERRUPTION FREQUENCY INDEX (SAIFI) Lower is Belter 

What does il Measure: The average number of outages experienced by Customers during a year. 

The System Average Interruption Frequency Index (SAIFI) indicates the average number of times that a 
typical customer experienced an outage over a period of time, typically a year. SAIFI is calculated by 
summing all customer.? lhal were interrupted by outages and dividing llic sum by the lota! mmiber of 
customers served. Customers lhal had multiple outages get added into the numerator multiple times lo 
account for every outage. The denominator is the total number of customers on our system. Duquesne 
Light uses KVA (average load of a customer) rather than customers to calculate SAIFI, but the results are the 
same. SAIFI is unitlcss and represents the average number of outages that a typical customer experienced 
over the measurement period. When analyzing or comparing SAIFI results, lower numbers are betler. 
Values thai are less lhan one indicate lhat nol all customers experienced an outage during the measurement 
period. 

SAIFI = I Customers Interrupted = £ KVA Interrupted = Interruptions per Customer 
Total Customers System KVA 

Results for the year 2012 - DLC had a SAIFI Target of 1.17 ancl it achieved a SAIFI Result of0.67mecining 
that 33% of Duquesne Light's customers experienced no outages at all during 2012. This is the best SAIFI 
result obtained by DLC in the last 18 years, as far back as our current Outage Reporting System goes. 

SYSTEM AVERAGE INTERRUPTION DURATION INDEX (SAIDI) Lower is Better 

Whal does it Measure: The average number of minutes of service interruption that a typical customer experiences during 
a year. 

The System Average Interruption Duration Index indicates the total duration of an outage for an average 
customer during a given time period. SAIDI is calculated by summing all customer-minutes of outage lime 
during the measurement period and dividing this sum by the total number of customers. Duquesne Lighl 
uses KVA rather lhan customers lo calculate SAIDI, but the results are the same. SAIDI indicates the 
Outage Duration Time that an average customer saw during the measurement period. When analyzing or 
comparing SAIDI results, lower numbers are better. If SAIDI is unchanged for a subsequent period, the 
average customer can expect outages that total to SAIDI minutes in length. 

SAIDI = £ Customer Oula'-e Minutes = £ KVA-Minulcs Interrupted = Length of an Outage that 
Tolal Customers System KVA an Average Customer Sees 

Results for the year 2012 - DLC had a SAIDI Target of 126 and it achieved a SAIDI Result of 79 meaning 
that the average Duquesne Light customer had an oarage of only 79 minutes in duration which was 
considerably better than the 126 minute target for 2012. This is the best SAIDI result obtained by DLC in 
the last 18 years. 

CUSTOMER AVERAGE INTERRUPTION DURATION INDEX (CAIDI) 

What does it Measure: The average duration or an outage in minutes for customers that experienced an outage during a 
given lime period, usually a year. 

The Customer Average Interruption Duration Index indicates the average duration of outages for those 
customers thai had an outage over a given time period, typically a year. CAIDI is calculated by summing all 



customer-mimilcs ofoulagc time during the measurement period and dividing this sum by the total number 
of customers that experienced an outage. Duquesne Light uses KVA and KVA-Minutcs Interrupted rather 
than customers lo ealcuiale CAIDI, but the results arc the same. Customers that did not have an outage arc 
not included in this calculation. 

CA1DJ = I Cusl.Oulattc-Minutcs = X KVA-Min Inlcrnipted = SAIDI = Avg Length of a Customer 
£ Customers Interrupted I KVA Interrupted SAIFI Outage for Customers that 

had an Outage 

Results for year 2012 - DLC had a CAIDI Target of I OS and it achieved a CAIDI Result of 117 meaning that 
a Duquesne Light customer that had an outage in 2012 had an outage of 117 minutes in duration on 
average. This was 9 minutes longer than the I0S minute target. However, this result is misleading and 
skewed because 33% of Duquesne Light customers never experienced even one outage during 2012. 

How do SAIFI, SAIDI and CAIDI Interact? Sometimes improvements made to SAIFI & SAIDI can hurt CAIDI 

In 2012, Duquesne had 27% fewer customer outages than in 2011. Also in 2012, DLC had 20% less total 
customer outage time than in 2011. This is reflected in Duquesne achieving its lowest SAIFI and SAIDI 
results in the last i 8 years. How then can substantial improvements in both outage frequency and outage 
duration produce 2012 CAIDI results thai are worse than results obtained in 2011? The answer lies in the 
ratio of improvement between SAIFI and SAIDI because CAIDI = SAIDI / SAIFI. SAIFI was improved 
(reduced) more than SAIDI by a ratio of 20% lo 27% ancl ihis resulted in CAIDI being higher in 2012. In 
practical terms, il means that Duquesne improved more in eliminating outages lhan in shortening outages. 
The following example demonstrates this. 

If only one customer out of all of Duqucsnc's 580,000 customers had one two-hour outage during the entire 
year, the CAIDI reliability number would be 120 minutes and this would be worse than the target metric of 
108 for CAIDI. However, even with a CAIDI number of 120 in this example, overall customer reliability 
would be considered excellent. 

For Duquesne Lighl, continued advancement in Automated Distribution SCADA enabled distribution 
operators to remotely isolate ancl reroute power around faulted feeder sections faster than ever before. This 
has had a very positive effect on both SAIFI and SAIDI but il improves SAIFI more lhan SAIDI which has a 
negative effecl on CAIDI. In practical terms, there were fewer short outages left to balance out the longer 
repair components of the outage restoration process. 

What Caused the Unprecedented High CAIDI Results in 2012? 

Duquesne has closely examined the outages that occurred in 2012 along with ihe subsequent outage 
restoration process that followed each event to better understand whal was different in 2012 with a focus on 
how to improve from this point forward. Throughout 2012, it appeared that overall reliability was excellent 
based on SAIFI and SAIDI performance. However, despite a record low number of outages, CAIDI 
indicates that the fewer outages that occurred were not restored as quickly as in previous years. 

The three biggest contributors to customer outage duration (CAIDI) in 2012 were fallinu trees, storms and 
cable failures. These naturally tend to be the worst types of outages lo repair in terms of required restoration 
time. Together these three outage root-cause problems accounted for 56 % of all cuslomer outage minutes in 
2012. Also, while there were no major storms in 2012, many of the outages occurred on 26 "Storm" event 
days, which strained restoration resources and extended these outages longer than normal. 



Outages caused by falling trees generally produce additional damage such as wire downs, broken poles, 
broken cross arms and/or damaged insulators and often create unsafe conditions. Before this damage can be 
repaired, tree crews generally have to remove the fallen tree(s) and clear the way for repair crews. This 
extends Ihe repair process and delays customer restoration. 

Cable failure outages also require a more lengthy restoration process because of the time required to 1) find, 
clear and ground (he faulted cable section, 2) make the worksite safe, 3) make actual repairs or install and 
splice a new cable section and 4) lest and reenergize the cable. Underground cable repairs also generally 
require crews to work in confined areas lhat may need special traffic restrictions setup or permits issued 
before actual work can begin. There is generally less flexibility in rcrouling power around a failed cable lhan 
with non-cable (overhead) construction and this increases outage time to a larger percentage of the customers 
initially affected. 

Proposed Action Plan to Improve CAIDI 

Based on analysis of the Outage Data for 2012, Duquesne Lighl is developing a plan of action thai is 
intended lo reduce the Customer Average Interruption Duration Index for 2013 and beyond. However, we 
also suspect that CAIDI results for 2012 were somewhat of an anomaly because we have successfully met 
and exceeded our CAIDI target for the previous 18 years without exception and we had the best performance 
ever in 2012 in terms of SAIFI and SAIDI results. 

1. Vegetation Management Process - Trees are typically the single biggest contributor lo 
customer outage-minutes within Duqucsnc Light's service territory. While tree grow-in outages are 
well-managed wilh scheduled maintenance pruning efforts, fall-in outages due to tree failures are 
more challenging to manage because oflhc heavy tree density, shallow soils, and steep terrain 
typically found in the Pittsburgh area. DLC's Vegetation Management Department investigates the 
majority of tree-related outages lo analyze and identify the reason for tree failures. DLC schedules 
maintenance for its rights-of-way every 4 to 5 years. During these maintenance efforts, line 
clearance work including tree pruning, tree removal, hazard tree removal, brush cutting and 
herbicide applications are performed as specified to provide customers wilh safe and reliable service, 
VM is currently piloting a Rights-of-Way (ROW) Enhancement Program which is intended lo 
improve clearance and reliability through targeted tree pruning, tree removal and facility redesign. 
Locations for these enhancements will be determined through the analysis of outage data combined 
wilh VM field investigations and assessment. In some cases, acquisition of additional legal ROW 
may be recommended to maintain circuit reliability. Often, a mix of all of these approaches is 
utilized to prevent falling trees from affecting DLC facilities and lo reduce the duration of customer 
outages. 

2. Improved Restoration Process - Storms arc the second biggest cause of outages for Duquesne 
Light. A Service Restoration Team has already been established to identify opportunities and 
implement appropriate changes to enhance restorative efforts. Tbe focus will be to improve DLC's 
ability to prioritize restoration work more effectively so that customers are restored faster through 
the coordinated efforts oflhc entire team. The intent is lo reduce average customer outage time, 
which will directly improve CAIDI performance. This should he especially beneficial during storms. 

3. Improved Analysis of Cable Failure Outages - Cable failures were the third largesl cause of 
outages for Duquesne Lighl in 2012. For many reasons underground cable outages generally are 
lengthy for customers that cannot be switched to another circuit while the cable is being repaired and 
this directly impacts CAIDI and is a hardship for the customers affected. Duquesne has initiated a 
program in its Asset Management Department to utilize Cable Outage Reports from the Outage 
Database to target cable inspeclions/rcpairs/replacement on circuits before they cause serious 



reliability problems. In addition, Duquesne is investigating the feasibility of installing a temporary 
portable generator for larger customers/groups of customers lhat are a Heeled by a cable outage lhal 
will require a lengthy repair. 

Summary 

By all measurcmcnls, Duquesne Light customers experienced some of the highest levels of service reliability 
throughout 2012 (Best SAIDI and SAIFI performance during the 18 years we have measured it). Duquesne 
Light's continuous operations improvement processes coupled wilh its highly automated and more intelligent 
Supervisory Control and Data Acquisition (SCADA) enable trained operators to prevent some outages, 
quickly identify outages lhat do occur, and quickly reroute circuits or restore service to customers. 
Fortunately loo, Duquesne had a relatively mild year relative to major storms and escaped the severe storms 
that plagued utilities in (he more eastern portions of the State. 

As explained in Ihis report, our CAIDI metric was above the targeted threshold number stated in our 
settlement agreement. This metric however has been significantly skewed toward the negative side due to the 
exceptionally good SAIFI performance this year. It is for that exacl reason, the conflicting relationship 
between SAIFI and CAIDI, that Duqucsnc had both of these measures stated in the settlement agreement. 

Duquesne Light Company will contact the OCA, OTS and OSBA within 30 days of the dale of this report lo 
discuss convening a collaborative to discuss ihe "Duquesne Light Company Report on Operation Reliability 
Metrics, SAIFI and CAIDI" report. 
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THE GIC PRIMER 
Our responsibility is to preserve and enhance Singapore's foreign reserves. People and talent 
are central to what we can do. We believe that the results we seek are best achieved through 
a culture founded on our five PRIME values of Prudence, Respect, Integrity, Merit and Excellence. 
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OVERVIEW BY 
HE GROUP PRESIDENT 

RESULTS 
the markel experienced many Iwisis and funis over ihe iasl 

year, wilh ihe Lmo/.one debl crisis, ihe US ecniKniiic slowdown 

ancl file uncertainties in llie emerging markets ai limes pushing 

llie markets one way, and at mnes ihe oilier, bin all loaded with 

uncertainties ancl imprcdiclahles. We cannoi expeel llie high 

economic growfh rales of [he 19S0s up lo [lie Global Financial 

Crisis in 2008, lo ret urn in [lie near fiiinrc. Hie world today is 

so inicrconnecied lhal policy decisions and niai'kel actions in any 

region evoke almost immediate responses and reactions elsewhere. 

On (he oilier hand, shoi'i-temi concerns and daily headlines 

which ofien aflect the mood of investors and ilieir confidence for 

die fmurc, present special opportunities for long-term investors 

like ihe GIC. 

TlieGovei nmeni's mandaie to GIC is to achieve a good, susiainahle 

real rale of leturn over a 20-year lime horizon. GIC's 20-year 

anmialised real reinrn for financial year 2011/2012 was 3.9%, llie 

same as the previous year. This Annual Report also gives CMC's 

5-year and ] 0-year perfonnance figures, in addition to die 20-

year figures, to give a sense of GIC's nicdium-lenn performance 

while underlining that it is the long-ierm performance which 

defines GIC unicjiicly in its role as ihe inveslmeni manager for 

Singapore's foreign reserves. 

The nmlti-assef class expertise and long inveslmeni horizon 

allows GIC lo pursue inveslmeni sirategies which deliver extra 

returns because we can take advantage of our slaying power and 

stick wilh the fimdameiitals in iuvcsliug without bein«; distracted 

bv shorl-lenii considerations. To explain this in some detail, we 

are including two feature articles in this year's report which offer 

specific insights on GIC's approach to investing. One discusses 

ihe merits of long-term investing and how this is practised 

m GIC. The other article describes how GIC! goes ahntil 

selecfing external fund managers; fhey play a significanl role in 

(lie Goverumeul's pnrifolio managing, al limes, up lo 20% of 

ihe portfolio. 

GOVERNANCE 
New Board Committees 
hi view of llie increasingly complex financial landscape, I wo new 

board commillees were sel up on I January 2012, lo supplemcnl 

llie on-going board committees looking at investmenl slralegies 

and risk. The first is the Inveslmeni Review Commillee, chaired 

by Mr Peier Scab, lo review GIC's investmenl process, wilh 

particular atleniion lo large invesfmeiiis. The second is die Audit 

Commitice, chaired by Mr Chew Choon Seng, fo slrenglhen 

oversighl of GIC's inienial controls for compliance and llie 

financial reporting and disclosure process. 

International Advisory Board 
GIC sel up the International Advisory Board on I October 2011 

chaired by our Senior Advisor Mr Lee Kuan Yew, with hoard 

director Mr Teo Chee Hean as ifs deputy chairman. The other 

members of the board are Mr Cl Leonard Baker Jr, Mr Leon 

Bressler, Sir Howard J Davies, Mr Steven J Green, Di' Mailin 

L Leihowitz and Mr Deepak Parckh, all of whom had served as 

directors of GIC companies or advisors to GIC board commillees. 

The Advisory Board provides perspectives on llie future, in 

pariicular, global inveslmeni trends, emerging asset classes and 

new growth opporluniiics. 

PEOPLE 
Appointments and Retirements 

Mr Lim Chow Kial was appointed Deputy Group Chief 

Investment Officer, conciirieni with his posilion as IVesideni of 
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GIC Assd Manayeineiit, nn 1 April 2012. He will assist llicGroup 

Cliiel Inveslinent Oi'ficer in ilrivinggroup investuienl policies ami 

strategics. Mr Lim was inducted into llie Fixed Income Analyst 

Society Inc. Hall of Fame in April 2012 for his contrihulions to llie 

advaiiccment of fixed ii iconic annlvsis and pordiilin iii.'ifiagcinctit. 

Dr Leslie Teo succeeded Mr Aje Saigal as Director of Economics 

and investment Strategy on 1 February 2012, coucurretil with his 

posilion as Chief Economist. 

Four Managing Directors retired in the first half of 2012. Mr 

Aje Saigal relircd as Director of Economics and Investmenl 

Strategy on 31 January 2012. Ms Vivien Chen retired as Chief 

Administrative Officer on 30 June 2012. Mr Saigal and Ms Chen 

were GIC's pioneers, having been with the company since its 

early years in the 19S0s and seen llirough critical changes over 

the years. Also on 30 June 2012, Mr Michael Carp retired as 

Global Head, Real Estate Invcslments in GIC Real Esiate, and 

Ms Adclene 'Fan retired as Head, External Managers Department 

in GIC Asscl Managemenl. We lhank ihem all for their invaluable 

contrihulions lo the development of GIC. 

Six new Managing Directors were appointed on 1 July 2012. 

Excellence 
GIC aims to he ihe best thai we can he. Wc recently unified all 

existing platforms for irleas conlribution, recognition ciTorls and 

training resources, to empower stall and lo reinforce llie culture of 

innovation and openuess. 

New oiganiy.aliniial units have been established. 'Flic hnegraied 

Strategies Group brings together private and public markel 

expertise m the pursuit of absolute returns which can involve 

all aspects ol the capital structure. The Global Trading Unit has 

been esiahhslied to have a common (ratling plaiforni lor all public 

markel instruments. The Enteiprise Process Excdlencc Unit has 

been sei up lo pursue strategic process iniproveinenls which span 

several departments. 

LOOKING AHEAD 

There will be greater uncertainties in ihe fuiure. Hut we are helped 

by our global presence, a wide network of contacts across investee 

companies, counterparties and regulators, a diversified portfolio, 

a long time horizon, and ihe ability to deploy capital rcsponsively. 

Our greatest advantage is that GlCians arc uniled and guided by 

a set of enduring principles which focuses on our commitment to 

our clients, the developmcni of our people and our anticipation 

of the luiure. 

'Fo all GlCians and to the GIC Hoard, I wish to say lhank you for all 

the encouragement, leadership and support which have enabled 

GIC to successfully navigate the year past. The spirit of OucGIC 

is even more critical for the future as we strive to invest well and 

contribute to the well-being ol currenl and fuiure generations 

of Singaporeans. 

LIM SIONG GUAN 
Group President 

July 2012 



INVESTMENT REPORT BY THE 
GROUP CHIEF INVESTMENT OFFICER 

MARKET ENVIRONMENT 
Risk arcrsion returnal lo global financial niarkcfs in (lie last 

financial year ending 31 Marcli 2012. The Eurozouc crisis 

highlighled ihe downside risks lo a global economy sn uggling 

against private sector debl-deleveraging m ihe developed 

economies. Erjnity markets recovered modesilv when the Federal 

Reserve reiterated tis delerminaiion to keep short- and long-

term inlerest rales cxlrcmely low for a prolonged period, and the 

European Central Rank provided almost 1 trillion euros of three-

year licjiiidity al 1% inleresl to European banks. 

Developed eijuity markels ended the year broadly unchanged. 

Flic rise in the US markel made up for (he decline in European 

Slocks, but emerging markets siifleicd negative returns. The flight 

to safety among investors boosted bond returns particularly of 

US Treasuries and German Runds. 

hi the Government's portfolio, positive returns from bonds and 

real eslale ofisel the negative reiurns from emerging markels and 

natural resource equities. 

LONG-TERM INVESTMENT RESULTS 
The anmialised rolling 20-year real rale of return on ihe portfolio 

as of the year ended 31 March 2012 was 3.9%, unchanged from 

31 March 2011. 

Fhis means thai over a 20-year period. GIC has generated a return 

averaging 3.9% per year on topol havmgprolecled the value ol ihe 

portfolio againsi global inllatiou. 

The Government's inveslmeni mandate emphasises lhal GIC 

should invest (lie portfolio with a long-term orientation. This 

is why the primary metric for evalualing GIC's investmenl 

performance is llie rolling 20-year real rale of return. 

Investing for long-ierm returns is a key competitive advantage lor 

GIC over other inveslnrs. This year's reporl includes a leature 

article lhal discusses the long-lerm invesiing approach and how 

ll is practised in GIC. Siiccesslul investing, especially [or a large 

portfolio, requires a suiiably long-term horizon because economic 

and corporate changes often unfold across markel cycles and not 

within a markel cvcle. 

MEDIUM-TERM INVESTMENT RESULTS 
liegtrining- with last year's repor l, wc arc also providing iioniinal 

rates ol return in USD terms over .r>- and 10-year periods, in 

addition to the 20-year real and nominal rales of return. 'Flic.1)- and 

10-year investmenl results give a sense ol the ongoing perlonnance 

of llie portfolio and can serve as intennediale trackers of how 

GIC's lonsMerm results are cvolviii";. 'Fable 1 shows that as of 

31 Marcli 2012, the Government's portfolio had anmialised 

nominal rales of return in USD terms of3.-!l% over.1} years, 7.6% over 

10 years and 6.8 % over 20 years. 

COMPOSITE PORTFOLIOS 
To put GIC's inveslmeni results into perspective, we have 

included performance data on two composite portfolios. The first 

comprises 60% global equities and 40% global bonds ("60:-10 

global portfolio") and the second comprises 70% global equities 

and 30% global bonds {'70:30 global portfolio"). 'Flic nominal 

rates ol return of ihe composite portfolios are computed Irom 

two market indices - ihe MSCI All Countries Gross Total Relurn 

Index for global equities and ihe Barclays Global Aggregate Bond 

Index for global bonds. 

These composite portfolios are generally accepted as being 

representative of the strategic assei allocation of large global 

iusliiutiotial investors such as pension funds and sovereign wealth 

funds. However, il should he noted thai the nominal rales of return 

on ihe 00:40 and 70:30 global portfolios are not benchmarks that 

drive GIC's investments. 

'Fable 2 shows the Government's portfolio reiurns alongside ihe 

composite portfolios' for lime periods of f ) years, 10 years and 

20 rears (o 31 Marcli 2012. 

Inveslmeni reiurns should be viewed in ihe context of risk. 

'Fable 3 shows the risk of the three portfolios, with risk defined as 

the standard deviation of monthly returns. 

For the 5- and 10-year periods, llie Govern men I's portfolio had 

higher reiurns and lower risk lhan both composite portfolios. For 

llie 20-year period, the Government's porifolio had a lower return 

and lower risk. This was because in llie first decade of the 20-year 

period, the portfolio was more conservatively invested with more 

cash and bonds. GIC's diversificaiion into alternative and private 

assei classes look place in llie Iasl ten years. 
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INVESTMENT REPORT BY THE 
GROUP CHIEF INVESTMENT OFFICER 

ASSET MIX 

Tahle 4 shows ihe assei class clisiriliuiion of ihe porifolio as of 

. ' i l March 2012: 

The aUocaiioii to cash rose f'ro/rt 'J% lo 11%. Due lo ihe 

heightened uncertainly in global markels, we allowed llie cash 

inflow from investmenl income and fund injeclion to accumulate 

during ihe year in preparation for belter investmenl opportunities. 

Consequcuily, the exposure to public equities fell from 49% to 

45%. Wc reduced the allocation lo bonds because bond yields iu 

ihe developed markets had been pushed down to abnormally low 

levels by ihe flight lo safe assets and central bank intervention. 

GEOGRAPHICAL DISTRIBUTION 
The geographical distribution of assets was broadly unchanged 

during the year. Wiihiu Europe, the exposure lo the PI ICS-

markets was 1.4% on 31 March 2012 and was invested largely in 

real estate and selected equities in llalyand Spam. 

OUTLOOK 
For a large portfolio to earn reiurns above inflation over a long 

inveslmeni horizon, il must have signilicanl exposure lo equilyand 

equity-like assets. The key risks to the portfolio are thus political 

and economic developments which impact equity reiurns. 

Looking ahead, we assess lhal (he inveslmeni environment will 

be characterised by a global economy struggling to relurn to 

sustainable growlh. 

The developed economies mil continue to be weighed down bv 

an extended period ol debl-deleveraging. In Europe, the debl 

crisis has spread beyond the periphery to (he larger Spanish and 

Italian economies. There is slill a risk of disruptive events in the 

Eino/.onc, and prolonged weakness in economic growl)i. la the 

Uniled Stales, ihe fragile economic recovery could be aborted 

by automatic spending cuts and lax increases if political gridlock 

continues beyond the 2012 elections with no compromise on a 

long-term plan for reducing llie public deficil. 

Growth in ihe emerging economies, particularly China, 

is also .slowing. A cyclical slowdown m China is necessary for its 

economy to consolidate to a more sustainable growlh trajectory. 

But ihis slowdown coincides wilh the problems in the developed 

economies. Il will thus weaken global business confidence and 

also impacl ihe commodily-prodiicers. 

The mcdium-lcrm investmenl outlook is therefore challenging. 

GIC will coniinue lo invest based on sound fundamentals 

and where appropriate, take calculated risks in order to reap long-

term gains. 

NG KOK SONG 
Group Chief Investment Officer 

' )'iirtrifT'l. Irchrnl, '.'rct'iv ;iri(l Sfi.tlti 









MANAGING THE PORTFOLIO 

INTRODUCTION 
Hn: iuvuslmt;!!! process licgitis wild llic policy porllolio, which 

(Icfmcs (he asscl classes dial we invest in iiml our alloeatinn of 

hmils to ihese asset classes. 

The purpose lis to meet the investment 
return objective within the risk tolerance, 
determined by the Government as owner 
of the funds. 

The policy porifolio is llie resull ol holh (|uaiililative analysis ami 

jiK.lgnienl. The (.|iianlilalive analysis ofliislorical dula generates an 

inillal sel of assumptions for key variahles, such as the expeeled 

long-lerm return and risk of various asset classes and their 

eorrelations wilh one anolher. These assumplions must iheu lie 

evaluated (jualilalively. Tliey are adjusled lor perceived striielural 

ehanges in llie glohal enviroiitnenl and capital market behaviour, 

laking into account operalingennslraiuis such as litjuidily, market 

eapaeily, as well as the probahilily of extreme risk events. The 

porl/olio is then sdess-lested (o ensure its compliance wilh the risk 

parameters lhal have been sel. 

The aim is lo oplimlse dislrihiitinn of investmenl funds lo the 

assei classes, Operating ranges are speeilied lo aceommodale 

acccplahlc deviatitins arising from short- and medium-term 

volatility and leclmical causes. In addiliou, we have created 

a laeilily (or a medium-term assei allocation suit leg)' lo give 

managemenl, wilh ihe approval of the Board, llie laiilude lo make 

ea libra led depariures from llie policy porifolio in response lo 

market coudiiions. 

MANAGING PERFORMANCE 
The inveslmeni process slarls with llie design of the policy 

porlloho. Di reeled by the group chiel investment ollicer, ihe 

economics and investmenl strategy department undertakes the 

analyses and groundwork. Their recommeudalioiiN are presented 

lo and discussed with llie inveslmeni sirategies commillee. Once 

endorsed, these reconmiendations are .snhniilled lo llie Board 

lor approval. The poliev portfolio is kepi under review but is nol 

diauged lre(|ucnlly. 

Managers are lull)' accoiiulable for llie performance of llteir 

port folios. Their decisions musl comply wilh prescribed 

guidelines and limils of llie Inveslmeni Mandate. We evalnale our 

performance iu three ways: whelher we achieve a reasonable rale 

of relurn above global inflation for llie lolal porllolio; how each 

invcstincnl professional or team performs against specilic market 

benchmarks or absolute relurn targets; and how our managers' 

results compare wilh those oflheir peers in the indnstiy. 

Our performance measurement is focused 
on long-term investment results, based on 
a disciplined and rigorous investment and 
risk management process. 

The first leal tire article at the end of the chapler discusses 
(he long-lerni investing appmaclr and how (his is pnictised 
in GIC. 

IMPLEMENTATION 
GIC's investmenl prolessioiials iranslale asset class allocations 

inlo invcslments across public markets, real estaic, privale equily 

and infrusiructurc in more lhan -10 countries. 

With a long-term orientation, our patient 
capital allows us to withstand periods of 
market volatility and benefit from holding 
investments that take longer to realise 
their potential. 

While we are open (o investing in all countries outside Singapore, 

wc do uol invest in those ihe Uniled Nations Securily Council 

has imposed sanctions againsi. Where appropnale, we exercise 

ownership righls in llie inveslmenls to protect llie linancial 

interests of llie assets under our managemenl. 

PUBLIC MARKETS 
GIC iuvcsls ill publicly-traded markets, including public c<|iiitjcs 

in both developed and emerging markels, natural resources, 

absolule relurn slralegies (hedge funds), lixed income, cash and 

currencies. We'manage a wdl-diversilied porifolio to produce 

suslaiued, superior risk-adjusted performance. 



1 latiilioiKil assul class iiivcsdiicnls in ct|iiilics and liNcd incoinc 

make (lie hulk nl' ilic porlfnlin's inveslmenls iu [inhlic mat'kels. 

Tltvsc urc ccNiplemeK/ed i>y alisoluie rcliini strutc^ics ivJttch 

provide prospecis lor us to geiiei'ale long-lerm real reiurns largely 

indepeiideul ol hroad markel movements. 

In pulilic markets, our ii^esimenl decisions are hased on an 

assessmenl of long-ierm luudameutals. Specialisalion and 

I'ohusl risk managemenl, with clear accounlahiliiy al e\'et}' level, 

eliaraclerise the inveslmeni process. The aim is to ensure lhal the 

risk laken is consislcni with our inveslmeni goals. A risk budgeting 

discipline allocales capilal lo inveslmeni teams according lo (heir 

(rack record ol sccuringgood returns Irom higher-risk inveslmenls. 

The hudgel is moniloi'ed closely lo ensure thai risk is properly 

diversified and managed. 

We evalnale llie performance of our investmenl learns against 

relevant markel benchmarks such as llie MSCI and Barclavs 

Glohal Bond indices. 

Equities 
GIC pursues bolh aclive and passive management slralegies 

iu et|iiily investing. We have an eslablished team of iu-house 

research analysis and experienced porifolio managers. Tiiev 

conduct iu-deplh due diligence and research lhal enable us to 

identify undervalued slocks wilh the polenlial lo generate good 

reiurns over ihe long term. Our inveslmeni professionals have 

a wide neiwork of corporate and iridusiry conlacls wilh diverse 

insighls on companies in the inveslmeni universe. 

Fixed Income 
Fixed income invesinienis aim to generate steady reiurns, provide 

a liquidity resen'e to support portfolio managemenl aclivities, and 

enhance capilal preservation lh rough diversilicafimi. Our porifolio 

managers employ a range ol inveslmeni slralegies in managing 

lixed income inveslmenls including yield curve analysis, credil, 

iuteres't-rale duration and cuiTency managemcuf lo add value (o 

llie portfolio. 

PRIVATE MARKETS 

Our allocation to allernalive assei classes stems from their 

polenlial lo genera tc high long-lerm rati reiurns and /heir role of 

divei'silicalion iu ihe porifolio. 

GIC's long investment horizon puts us 
in a good position to exploit market 
inefficiencies through the active 
management of these assets. 

Real Estate 

GIC is an early entrain among instiiulional invesiors in 

real eslale. Inveslmenls include traditional private real eslale (such 

as hrick-and-morlar assets), public equities (such as real eslale 

operaling companies), real eslale inveslmeni Irusts and real eslale-

relaled debt inslrumeuls. The real eslale assels span nmlliple 

properly sectors, including ollice, retail, residential, industrial 

and hospitality. 

Real eslale invesiing is governed by guidelines covering counlries 

and regions, properly assei lypes and sectors lo ensure llie 

porllolio meels bolh inveslmeni and risk objectives. Assel-specific 

conditions and risk are among llie (aelors that iulluence investment 

decisions. GIC aclively manages llie assels to generale income 

and enhance market value llirough tenanl managemenl, markel 

positioning, leasing and capital improvemenls. In ihis Icam-based 

approach, an appropriate range ol real estate and capilal market 

skills is applied lo each inveslmeni. 

Private Equity 
GIC's private equity universe includes huyouts, vculure capital 

ant I special si I nations such as mczzauiuc dehl, dislicssed debl and 

secondary lund inveslmenls. We invest bolh dircclly iu companies 

as well as (hrougli funds. The direci investment programme is 

focused on taking minority cqniiy positions as well as providing 

mezzanine liuancing iu buyouis. Our funds strategv aims lo 

identity and im csl with leading private; eqttily and vend ire capital 

funds globally, and grow with them in the long run. We have buill 

up a neiwork of over 100 aclive Inud managers. 



MANAGING THE PORTFOLIO 

'I"lie mvcsinicnl icams add \'aliiu In die boards and managunictil 

ol llic irivcsicc compimics by providing ad\'ice anil access lo a 

global ltd work ol business links. 

Infrastructure 
GIC's inlci'csis in iiifrasirnciiirc include user-deuianil assels such 

as airporls, seapoi'ls and highways, regulaled assels such as ihose 

in waler and power dislribulion, and compelilive assels such as 

power plants. Our prinmry slralegy is lo invesl <lireclly in operaling 

assets wilh a high degree ol cash llou-visil >ilily and which provide a 

hedge againsi inflation. These include mature, low- lo moderate-

risk assels in developed markets, complemented by inveslmenls 

with higher gmwih potential in emerging markels. 

EXTERNAL MANAGERS 
GBC partners top-tier fund management 
institutions that offer access to 
opportunities, speciaDised capabilities, 
in-depth analysis and experience which 
complement our internal management 
capability. 

We invest in a varieiy of funds including real eslale funds, privale 

c<[ui[y Innds, bond funds, index funds and hedge funds. Iu 

addition lo ihe porlfolius managed within GIC, we place oul 

discreliouaiy mandates lo external fund managers in a wide range 

oi assei classes such as global lixed income and global etjiiilies. 

While exlernal managers are responsible lor their mandates, 

GIC remains lull}' accoiiulable lor the overall perlormance ol the 

portfolio. We consislently assess them relative lo expected reiurns, 

risks and guidelines. 

We have included ai ihe end of the chapler a fealure article 
describing how GIC selecls and moniiors its cxicrual 
managers in llie public markels, and llie benefits ihey have 
hroughl lo GIC. 

MANAGING RISK 
Identifying and managing risk is an integral part of nianageiuenl 

responsibility al all levels in GIC. The risk managemenl 

framework sals (lie accoiuilabiliiy and rcspon.sibiljiy parameters 

jor risk-laking. In addiliou lo the board and its risk committee, 

diU'ereul bodies and groups are specifically charged with the 

lask of idcniil'yiug, analysing, monitoring, reporting and on-lhe-

gi'ound managing of risks. 

Our approach to risk management is three-
pronged: managing portfolio risk to ensure 
that risk taken is commensurate with the 
expected returns and consistent with our 
mandate; managing process risk so that 
investment decisions are implemented 
well; and managing people risk. 

MANAGING PORTFOLIO RISK 
The Board approves the operaling bands lor asset classes within 

the risk paramclers speeilied by ihe Government. The operaling 

bands are aimed at conlaiuiug porifolio volalilily dial may arise 

from policy porifolio devialions, laclical decisions and markel 

movcmeuls. A group-wide inveslmeni aulhoiisalioii framework 

sels oul ihe approving authorilies fur dillerenl classes and sizes 

of inveslments, anil suhjccls large inveslmenls io additional 

review. The risk and performance luanagemeul departmcul 

independently sels and moniiors performance and risk review 

ihresholds lo ensure thai risk is propcrlv diversified and 

managed. Informalion systems monilor and evalnale risk criteria, 

trading limils and inveslmeni guidelines within each managed 

porllolio. These systems allow for both pre-lrade and posi-iradc 

compliance checking. 

Porllolio managers and senior managemenl obtain limcly feedback 

llirough perlormance and risk allribuliou lools. Sli'ess tesls are 

also conducted based on a varieiy of scenarios lo delermine how 

polenlial changes in markel coudiiions and risk events may impacl 

llic porifolio. Inveslinent anil operations teams work closely 

wilh ihe legal and compliance deparlinenl lo manage legal ami 

regulatory compliance risks arising Irom ihe group's inveslinent 

activities. The iu-liouse legal team also works wild external lawvers 

lo address legal risks. 



GIC ailnpls a risk Imdgcling discipiini; lor publiu jjiarkct usscl 

classes In consli'iicl an clliciciil porllolio ol aclive inveslmeni 

slralegies. Risk capilal is allocated lo inveslmeni slralegies 

according lo llie irack records of llie invcsiincnl icams and their 

polenlial lo generale l isk-adjusled reiurns. 

For privale market asset classes, inveslmeni lea ins conducl 

cxlensive due diligence covering ihe markel, physical, lcga] and 

linancial aspects oflhc transaclions, and theseleclion of investmenl 

parlners, holding sliuclures lo he used, and exil slralegies. Thev 

manage the measurement and operalional risks assoeialed wilh 

the perlormance ol privale markel assets via operational and 

linancial controls. 

MANAGING PROCESS RISK 

All inveslmeni and opcraiionsstall are required to identify, evaluate, 

manage and reporl risks in their own areas of responsibilily, 

and lo comply wilh eslablished risk policies, guidelines, limils 

and procedures. 

New in vest men I producls or slralegies are siihjeel lo a risk 

jilenlilicalion and asscssmcni process conducicd by a eiuss-

functional group, so lhat risks associated wilh ihe new product 

or acliviiy are idenlilied and analysed before any new inveslmeni 

lakes place. 'Fhis process includes ensuring lhal llie required 

people and infraslruclure, including syslems, procedures and 

controls, are in place lo manage these risks. 

GIC adopts a strong comrol orieulaliou in managing eotinlcrparly 

credil risk, trading only with linancially sound and reputable 

counterpai'lies. There is a siringeni selection and approval process 

in place to appoint couuierpartics. We monilor our counlerparly 

exposure againsi sel limils and report counlerparly profiles lo 

senior managemenl regularlv. Other measures to miligale credil 

risk include using nclhug agreements and programmes requiring 

counlerpariies lo pledge collalcra). 

Wc couliuuously monitor for key risk indicators including late 

Iransaclioii processing, late reporl releases, stale prices and svslem 

downtime. These indicators highlight polenlial risk areas lhal 

need lo be addressed in a timely manner in order lo miligale the 

risk of loss rcsulling Irom possible slippages in GlG's operations. 

Our business coulinuily plan is Icslcd and reviewed regularly 

lo ensure lhal our procedures and infraslruclure can support 

opcraiions in llie even I ol a business disruption. 'Fhis enhances 

corporate resilience anil saleguards llie group's operaiious. 

Throughoul the year, inlernal and external audllors scrutinise 

all opcraiions and business processes. Any deficiencies idenlilied 

musl be addressed within scl lime frames and reporled lo 

senior managemenl. 

MANAGING PEOPLE RISK 

We require our staff to observe GKC's code 
of ethics, maintain exemplary conduct, 
and comply with flaws and regulations, 
inchiding prohibitions against insider 
trading amd other unlawful market 
conduct. 

Stall' must proteel conlidenlial informalion and handle non­

public material wilh due care. These guidelines are sel out in 

our compliance manual, which is mainlalned by llie legal and 

compliance rieparlmcnl. 'Flic manual also states policies relating 

lo the managemenl ol coullicls of inleresl, gifts and culeriainmcnl, 

copyright rules, personal inveslments and whistle-blowing. 

We provide regular Iraining to all stall' to keep ihem currenl 

with compliance re< |uireinenls. The training also helps raise the 

awareness oi operational risk. Stall'receive iraining on exchange 

regulations relevant lo their rcsponsibililies. 

Consistcnl with our long-lerm orieulaliou, GIC's remuuerahou 

policies and practices suppori and rcinlorce a prudeni risk-laking 

culture, as well as recognise and reward our people on the basis of 

sustainable results. 

People areal ihehcarl ol our business. Our PRLML values arc ihe 

compass iu our managemenl ol people, processes and porilolios. 

These values are inclui led iu our slall appraisals. 



The Govemmcm nf Singapore has 

ciiimslcd GIC with managing its funds 

foe (Jit: Jong term. This allows GIC to 

adopt a long-term investment approach 

- maximizing long-term returns while 

managing shorl-lcrm market (luctualions. 

Our long-term investing approach allows 

us to adopt two strategies that olhcr 

investors may nol lie able lo: harvesting 

reiurns from riskier assels and taking 

contrarian stances when markets are 

at extremes. 

HARVESTING RETURNS 
In the long term, riskier assei classes 

should deliver betler returns in order lo 

compensate invesiors for laking on more 

risk. By invesiing in lisky assels, invcslois 

trade of) iiMcerlain pyofls for potcn/ially 

higher returns over lime. We call ihe exlra 

return earned for invesiing in a risky asset 

ihe asset's risk premium. Il takes patience 

lo harvesi risk premiums because the exlra 

returns accumulate slowly and uupicdiclably 

over time, bul GIC's long-term inveslmeni 

approach allows us to do so. 

Possibly the most imporiani risk premium 

in financial markets is (he equily risk 

premium (ERP). The VMV is ihe 

additional relurn lhat slocks deliver 

over ihe risk-free rale earned from long-

term treasury bonds. "Phis exlra return 

compensates investors for laking on the 

higher risk of the equily market. While 

investors may disagree over the exacl 

dcfinilion of the VAU] most do uol dispute 

thai it exists. Hisiorically, ihe global KRP 

has been around 4-5%. 

Apart from the \L\U\ risk premiums have 

also been observed in other asset classes. 

Bonds, which reprcsenf long-term Joans, 

offer a higher inleresl rale lhan short-

term fleposils lo compensate for the risk 

that inleresl rales might change. Real 

estate and privale equity, which are less 

liquid and more dillicull to trade, also 

offer higher reiurns lo compensate for llie 

additional risks. 

Plie Government's porifolio has a 

significant exposure to equities and 

equity-related asset classes as shown iu 

Chart 1. I hese asset classes ofTer access 

lo the attractive long-term ERP and other 

risk premiums. Our long-lerm inveslmeni 

horizon allows us to harvest these risk 

premiums while accepting short-term 

CHART 1: ASSET CLASS COMPOSITION 
OF THE GOVERNMENT'S 
PORTFOLIO, MARCH 2012 

• Developed Market Equities 
• Emerging Market Equities 
• Nominal Bonds 
• Inflation-linked Bonds 
• Real Esiate 
• Private Equity & Infrastructure 
:; Absolute Return Strategies 
D Natural Resources 
; i Cash & Others 

CHART 2: HARVESTING RETURNS FROM ASSET CLASSES 1 
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CHART 3: EM ASIAN EQUITIES VERSUS DM EQUITIES 2 
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Marker 

price fluclualions. Over lime, these risk 

premitiiiis compoimcl inlo superior 

porifolio returns. 

As shown in Chan 2, even though global 

equities fell substantially during the Dot-

Com crisis (2000 - 2003) and Global 

Financial Crisis (2007 -2009), staying the 

course and harvesting the KKP would have 

led to positive returns over cash and bonds. 

Since it is difficult for a large investor like 

GIC to time market Jails and rises, GIC 

accepts some short-term setbacks lo 

achieve our long-term inveslmeni goals. 

Another example of a risk premium (hat 

GIC has harvested is the emerging market 

risk premium. Emerging markel assels are 

more volatile than developed market assets 

in the short term. Emerging markets may 

also be riskier in olher respects, such as 

presenting a higher probability of fraud, 

loan default and lower iradabilily during 

periods of market stress. 

Despite llie greater risks, GIC decided to 

increase our exposure fo emerging market 

equities in 2003. Phis decision was based 

on two beliefs. First, the boom-aud-busl 

cycles lhal plagued emerging markets in 

the past would l)c less severe iu future 

because emerging markels governments 

and companies have strengthened 

their governance frameworks. Second, 

and more importantly, these structural 

improvements in emerging economies 

would be sustained. Mence, GIC took 

ihe view lhal emerging markets would 

outperform developed markets in the 

long term. 

Since 2003, GIC has built up ils exposure 

to emerging markel equities lo 15% of the 

porifolio, with a concentralion iu emerging 

Asia. Emerging markel Asian equilies 

have returned 127% since 2000, whereas 

developed markel equities returned only 

22% over the same period. 

CONTRARIAN STANCE 
A slralegy of harvesting long-lerm risk 

premiums does nol mean that invesiors 

should simply buy financial assels and 

wait. The prices of polenlial inveslmenls 

often do not reflect their true, fundamental 

value. For example, invesiors bid up 

lechnology stocks during the late 19!)0s, 

leading to llie Ool-Com boom thai 

eventually collapsed. On the flip side, 

recessions often drive many inveslmenls 

to bargain prices. These devialions from 

fundamenlal value are often caused by 

short-term market sentiment and herd 

behavior - irrational urges that an astute 

investor should not acl on. Some of 

these devialions may also be amplified 

by investors' circumstances, for example, 

investors who use invcslineul returns to 

fund regular payouts may have lo sell 

assels during a crisis to raise cash because 

returns have become zero or negative. 

As a long-term invesior. CJC has the 

flexibility to lake a contrarian slance, 

laking positions againsi the crowd when 

markels deviate significantly from fair 

value. Uecause GIC's performance 

is assessed over the long term, and 

the portfolio does nol face regular large 

withdrawals, we can accept possible 

shorl-lcrm underperfonnancc againsi 

our expectations in return for longer-lerm 

gain. 

GIC attempts lo delermine the intrinsic 

value of our inveslmenls. GIC buys assels 

when their prices are below intrinsic value 

and sells them when they are expensive. 

'Plus is not easy because markets generally 

function well, but one such episode 

occurred during the Global Financial 

Crisis of 200S. 

CONCLUSION 
GIC's long-term inveslmeni horizon is 

a competitive advantage which should 

coniinue to be exploited lo produce betler 

returns for ihe Government's porifolio. 

Long-lerm investing enables GIC to 

harvest risk premiums from differenl asset 

classes. It also allows us to lake a contrarian 

stance when shorl-lerm devialions are 

extreme and prices are significantly away 

from ihcir long-term fundamentals; lint 

wc can only enjoy the rewards of long-term 

investing if wc are prepared (o (olerale 

short-term losses or underperfonnancc 

relalive lo market indices from lime 

to time. 



(Public Markets) 
Since GIC's inception in 1981, we focused 

on developing an internal capability lo 

invesl tlie Govcmuicnl's reserves. Al the 

same lime, we also awarded inveslinent 

mandates lo external fund managers 

with expertise which complcmcnls and 

augments our own capabilities, ftxlernal 

managers have played a significanl role in 

the Government's portfolio, managing ai 

times up lo 20% of the portfolio. 

Allocating funds to external managers 

has three slrategic benefits. Il diversifies 

the Governmenl's portfolio, expanrls 

the inveslmeni opportunilies available 

and deepens our understanding of 

financial markels. 

For the funds under external management, 

we adopt an active invesiing approach, 

under which investmenl managers seek 

lo outperform public market benchmark 

indices rather lhan just matching their 

performance, as in passive investing. 

We have built lotig-lcrm relationships 

wilh our external managers, some of 

whom wc have invested with for man)* 

years. These partnerships have helped us 

lo gain insights into high-quality 

investment ideas and research, as well 

as industry best practices in the areas of 

invest incuts and opcraiions. 

THE VALUE OF EXTERNAL 
MANAGERS 
When we first .started out, because of our 

relative inexperience, we invested with 

external managers to benelii from I heir 

experience, expertise ancl underslauding 

ol the financial markels. 

We view our external managers as 

partners Our external managers must 

share our core investment philosophy that 

taking a long-term perspective enables 

an investor to earn superior risk-adjusled 

returns. We look for external managers 

who can maximize a portfolio's tolal market 

value over market cycles while controlling 

the interim risks. 

Our external managers complement 

GIC's internal capabilities in their 

respective asset classes As GIC 

has upgraded our internal management 

capabilities, the role of external managers 

has become more nuanced. In general, we 

apply the principle of best sourcing, where 

we appoint external managers in equilies 

and fixed income only if they augment the 

overall performance of the Governmenl's 

portfolio. External managers have 

to justify their managemenl fees by 

delivering superior performance nel of 

fees. Additionally, some of our external 

managers operate in niche markels or 

employ an investment style or slralegy 

beyond GIC's current capabilities. 

GIC remains fully accoun table for the overall 

performance of our external managers. We 

ensure lhal llie risks they lake are properly 

diversified and managed, and fall within the 

paramclers sel by ihe Government for GIC. 

We evaluate the risks involved in externally 

managed portfolios together with those lhal 

are managed internally. 

Our external managers bring olher 

benefits. 'Fhey share their markel and 

inveslmeni insights with GIC. These 

insights benefit our macroeconomic 

forecasts and asset allocation research and 

someiiincs challenge our own investment 

beliefs. Through our external managers, 

we have expanded our network of contacts, 

giving both GIC andourclienl an important 

source of knowledge and experience. 

Somelimes our external-managers refer 

co-invesmieul deals to our imestrnent 

teams. 'Fhey also keep us informed about 

best practices and norms in areas such as 

risk management, trade opcraiions and 

settlements, compliance and monitoring. 

DEDICATED IN-HOUSE TEAM TO 
MANAGE EXTERNAL MANAGERS 
Fhe External Managers Department is 

responsible for appointing and managing 

external managers in public markets. Two 

separale, independent divisions within 

ihe depai'tment handle the inveslmeni 

and compliance/operalions aspects of the 

porifolio under external management. 

Within the investment division, different 

teams cover the wide range of sirategies 

offered by external managers. Each 

team is fully responsible for all aspects 

of appoinliug and managing an external 

manager including sourcing ol llie 

manager, investment due diligence, post-

invcstmcnl moniioring and review. 'Fhe 

senior members of the inveslmeni teams 

have extensive portfolio mauageincnt 

experience. This has enabled them to gain 

a deeper underslauding of how a particular 

slralegy drives returns and hence leads lo a 

belter analysis of inveslmeni risks. 



The coinpliance/operaiimis division is 

rcsponsihle for [he operalional aspects of 

(lie mandates awarded by (lie clcpartnictif. 

The learn works with ihe external 

managers, the investmenl division and 

oilier corporate services departmcnls in 

GIC to conducl independent operalional 

due diligence reviews on each mandate. 

Such reviews arc undertaken prior lo the 

appoinimeni of a new external manager 

and/or the awai'd ol a new mandate as well 

as on an ongoing basis. 

INVESTMENT P R O C E S S 

Managing our externally-managed 

porifolio emails a four-stage process; 

Slralegy research and manager sourcing; 

manager review and due diligence; 

portfolio construction; and portfolio 

monitoring and risk management. 

S t ra tegy Research and Manager 

Sourc ing Wcstarl byidenlifyinga specific 

investment thesis thai we wish to pursue. 

This could be as broadly-focused as a 

regional mandate (for example, invesiing 

in Emerging Asia slocks) or as narrowly-

focused as a specific market mispricing 

wc wish to exploit. After researching the 

investmenl thesis, we shortlist and meet 

with llic external managers who have 

expertise in these specific areas. Many 

conlacls are obtained from our wide-

ranging dialogue wilh market participants, 

including referrals from our market 

network and inlernal team. 

Manager Review and Due Diligence 

Before an investment is made, we carry 

out extensive inveslinent and operational 

clue diligence on llie manager. As pari ol 

the investment due diligence process, we 

conducl both quaulitalivc and qualitative 

evaluations. We evaluate factors such 

as the external manager's track record; 

its performance relative lo ils peers; its 

compaiibilily with our exisling porifolio 

and our assessment ol (he manager's 

team, investment process and atleniion 

lo risk control. We go through an equally 

exhaustive operational due diligence 

process before awarding an investment 

mandaie lo ihe external manager. Some 

of llie factors include the investment 

structure, inlernal controls iu the 

opcraiions and pricing procedures. 

Port fol io Construct ion Our goal in 

portfolio construction is to achieve a 

balanced portfolio that maximizes returns 

over the medium term while minimizing 

llie risk of severe capilal loss in periods ol 

cxlremc markel stress. Expeeled returns and 

risks are interconnecied, so constructing the 

externally-managed porllolio requires good 

judgmeni lo balance a variety of lisks. Our 

allocation lo dill'erent stnilegies is formulated 

llirough a clear understanding of the risks 

Por t fo l io Mon i to r ing and Risk 

Managemen t We monilor our external 

managers closely, llirough regular update 

calls and mcclings. We take a long-term 

view when assessing managers. In addition 

to consistetK good perfonuance, we look 

for a steady application oflheir investmenl 

philosophy and process ihroughout 

markel cycles. At the overall portfolio 

level, we review the aggregate portfolio 

risk and return characteristics and market 

exposures. We also review ihe porifolio 

strategy allocations and the attractiveness 

of specific investmenl (hemes. 

CONCLUSION 

While we have honed investing capabilities 

within GIC over the years, we have always 

beneliled by learning from our peers and 

partners in the industry. We have built 

strong connections with our panel of 

external managers, l l i c y will continue to 

be a valuable source of not only returns, 

bul also markel views and understanding 

of industry besl practices. 

Although external managers can provide 

strong and diversified returns, outsourcing 

part of the Government's porifolio 

inevitably adds further complexity lo 

ihe overall portfolio. Therefore, we will 

coniinue lo construct our externally-

managed portfolio wilh a clear 

understanding of the beuefils of using 

external managers, while paying close 

attention to risks. 

Our approach lo external immagcincul 

has evolved in step with our internal 

capabilities and needs. We continue 

to seek good managers who can 

complement our strengths and adtl value 

to the siruclure and performance of ihe 

Governmenl's portfolio. 

WHERE OUR EXTERNAL MANAGERS 
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GOVERNANCE 

INTRODUCTION 
(.ilC was iiicoipoMiicd in I9SI untler llie Singaport: Coinpnnies 

Ac! and is wholly owned by the Government of Singapore. Ii was 

sel up wilh ihe sole purpose of managing Singapore's foreign 

rcseiYcs. GIC invests well over US$100 billion inlernaiionally in a 

wide range of assei classes and instmnieuls. As a rule, GIC invests 

outside Singapore. 

SOURCE AND PURPOSE OF FUNDS 
The fundamenlal sources oflhc Singapore Governmenl's funds are 

sustained balance of payments surpluses and accumuhited nalional 

savings. The porifolio has grown as a resull of inveslinent reiurns. 

With no natural resources lo keep (he counlry going in limes of 

crisis or severe economic dislocation, these rcseiYcs are a nest egg. 

a safeguard against unforeseen circumstances, and a means to 

mitigate shocks lhal may hit Singapore's small and open economy. 

The reserves also provide a stream of 
returns that can be spent or mvested 
for the benefit of present and future 
generations of Singaporeans. The 
Government is allowed to spend part of 
the investment returns on its reserves. 
GfiC's mission is thus to preserve and 
enhance the iinternational purchasing 
power of these reserves. 

The Constitution ol Singapore stipulates a spending rule that 

determines how much of the investmenl returns on its nel assels 

ihe Govern men I can spend. The spending rule allows up to 50% 

of the long-lerm expected real return on the nel assels managed by 

GIC! and those owned by the Monetary Authority ol Singapore, to 

be laken inlo ihe Government's annual budget. 

THE GOVERNMENT 
An Investmenl Mandate from the Government to GIC sets oul ihe 

lerms of appomlment, inveslmeni ohjeciive, investmenl horizon, risk 

parameters and inveslmeni guidelines for managing the portfolio. 

The Government, which is represented by 
the Ministry of Finance in its dealings with 
GIC, neither directs nor interferes in the 
company's investment decisions, H holds 
the GIC Board accountable for fhe overall 
portfolio performance. 

GIC provides monlhly and quarterly reports lo llie Accounianl-

Gcneral of Singapore. These reports list the investmenl transaclions 

executed, as well as the holdings and bank accouni balances. The 

reports provide detailed performance and risk analyiics as well as 

the dislribulion oflhc portfolio by assei class, counity and currency. 

Once a year, the managemenl formally meets ihe Minister for 

Finance and his officials to report on llie risk and performance of 

ihe porifolio in the preceding financial year. 

THE PRESIDENT OF SINGAPORE 
Since 1991, ihe Couslitution of Singapore has provided for ihe 

Presidenl of Singapore to lie elecled dircclly by Singaporeans 

every six years and lo exercise discretionary powers to protect the 

reseives not accumulated by a government during its current lerm 

ol office. Singapore's President is independent of the Government 

and must not be a member of any political parly. 'Fin's syslem 

aims to ensure thai the government of the day cannoi spend 

more lhan whal il has earned during ils lerm of oflicc, or draw 

on past resctves, without flic approval of the President. GIC is 

accoiiulable in various key areas to the Presidenl of Singapore 

as a Fifth Schedule company. 'Flic Constitution empowers Inm 

lo obtain information to enable him to lifeguard the countiy's 

reserves. No one may be appointed lo or removed from the GIC 

Board without his concurrence. This additional layer of control 

ensures thai the company appoints only people of integrity who 

are competent and who can be irustcd lo safeguard these assels. 

THE AUDITOR-GENERAL OF SINGAPORE 
'Fhe Auditor-General, who is appoinied by the President of 

Singapore, submits an annual reporl lo llie IVesideni and 

Parliament on his audit of the Government and other bodies 

managing public funds. 

In addition fo being audited by GIC's 
internal audit, the main companies in the 
GIC group and the Government's portfolio 
managed by GIC are independently audited 
by the Auditor-General of Singapore. 

Other companies in the group and the investment holding 

companies are audited by public accounting /irms. 

THE GIC BOARD 
'Fhe Board is nllimalclv responsible for a.ssel allocation and for the 

performance of the portfolio under managemenl. Il is accoiiulable 

lo the Government for the effective management of ihe reseives in 

accordance with ihe liivesluieni Mandate. 'Fhe Board meets at 

least iwice a vear. 



BOARD COMMITTEES 

The Board is supported by (lie inveslinent slralegies commillee. 

investment review commillee, risk commillee, audii commillee 

and the human resource and organization commillee. 

Investment Strategies Committee 
The inveslinent slralegies commillee meels regularlv to review 

and critically evaluate the management's reconimendalions on 

assei allocation and new asscl classes before the proposed changes 

are presented lo the Board for approval. T ie managemenl 

reports to this committee on the performance of (he porifolio. 

The commillee does nol decide on specific deals or how policies 

should be implemented. 

Investment Review Committee 
The iuvestnicni review commillee oversees GIC's investmenl 

process and assesses the considerations for huge inveslments. It 

examines the process by which decisions on specific inveslmenls 

are marie and ensures thai they arc well-conceived and executed. 

Risk Committee 

The risk commillee advises the Board on risk mailers and provides 

broad supervision on ihe effecliveness of risk management policies 

and practices, ll reviews GIC's risk profile as well as significant 

risk issues arising Irom operations and inveslmenls. 

Audit Committee 
The audit committee reviews and assesses the aderjuacy and 

efleclivencss of ihe system of inlernal controls, including financial, 

operational and compliance controls, and risk management 

policies and procedures. It also supervises and evaluates the 

cflccliveuess ol (he internal audit function. The comniillee also 

reviews the integrity of ihe financial reporting process and other 

related disclosures for GIC companies, significant ethics violations, 

impacl of changes in the regulaiory and legal euvironmeni, and 

issues ol fraud and financial losses. 

Human Resource and Organization Committee 
The human resource and organization commillee evaluates and 

approves GIC's compensaiion policies lor the group and senior 

management, succession planning for key appoinimenls and 

oversees organizational development. 

INTERNATIONAL ADVISORY BOARD 

The iulcruaiioiial advisory board provides the GIC Board, board 

commillees and managemenl wilh global and regional perspectives 

on geopoliiical, economic and market developments, ll seeks to 

provide advice and perspectives on a range ol mveslmeni-relaled 

mailers, in pariicular, global investment trends, emerging assei 

classes and new growth opporiunilies. 

BOARDS OF ASSET MANAGEMENT COMPANIES 
All three asset managemenl companies are wholly-owned 

subsidiaries responsible for investing the portfolio wiihiu the 

guidelines sel out in the Inveslmeni Mandaie. Their boards, 

which meet at leasl twice a year, oversee inveslmeni slralegies of 

the asset classes under nianageiuenl and review opcraiions ol the 

companies within group-wide policies. 

GIC MANAGEMENT 
The managemenl structure is relatively flat, with clear reporting 

lines and accouulabilily. 

Group Executive Committee 
The group execulivc commillee, the highest managemenl hotly iu 

GIC, firings together the group's funclional and inveslinent heads. 

It deliberates on management proposals for investmenl and risk 

issues before these are submitted to the relevant board commillees 

and the GIC Board. This commillee also reviews and approves 

major personnel and business policies lhat apply to llie entire group. 

Group Management Committee 

The group managemenl commillee oversees organizational 

development, business and personnel mailers including 

succession planning, talent development, compensaiion and 

performance managemenl processes. 

Group Investment Committee 
The group investmenl commillee oversees and coordinaies the 

investment aclivities of ihe group. It focuses on changes to asset 

allocation and reviews the risk and performance of the various 

asscl classes. It studies business and inveslmeni initiatives, 

develops broad investmenl sirategies. and deploys the learns wilh 

ihe appropriate inveslmeni skills lo implement these slralegies. 

Group Risk Committee 
The group risk commillee oversees markel. credil, technology, 

operalional and regulatoiy compliance risks, and approves risk 

managemenl frameworks and policies relating to these risks. The 

commillee brings logelher members across the group lo identify and 

assess slrategic risk management issues that cany major implications 

for the company's inveslmeni slralegies and operations. Il highlights 

significant risk issues lo senior managemenl and relevant risk 

governance bodies where required. 
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Advisors 
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GROUP MANAGEMENT 
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Chairman 
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Group President 

Members 
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Members 
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General Counsel 

DR LESLIE TEO ENG SIPP 
Chief Economist & Director, 
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KWOK WAI KEONG 
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NG KIN SZE 
Global Head, Portfolio, Strategy & 
Risk Group, Special Investments 

ONG HIAN LEONG 
Director, Technology 

JOYCE TAN SIEW PHENG 
Director, Investment Operations 

DEANNAONG AUN NEE 
Director, Finance & Director, 
Human Resource & Organization 

PANG WAI YIN 
Director, Risk & Performance 
Management 

CHOYSIEW KAI 
Head, Investment Services, Equities 

LEONG WING KWAN 
Head, Portfolio Analysis & 
Investment Services, Fixed Income 
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BETTY TAY HUI CHOO 
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KAM KHAI JIE 
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President 
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OUR PEOPLE 

OVERVIEW 

(.ilC hasaboiH 1.200 employees from over.'JO counlries. Our talent 

pool comprises hoili new gratluales anrl accomplished industry 

professionals Irom a wide variety of academic and industry 

backgrounds. We manage inveslmenls in more than 40 counlries, 

from ollices in nine cities. Our overseas staff are equipped 

wilh local knowledge to cfleclively manage inveslmenls in their 

respective regions, cuabting GIC to stay on (op of developments 

in various markets. More lhan half of our investment professionals 

arc non-Singaporeans. 

PEOPLE ARE KEY 

People are the mosi imporiani asset iu GIC. 

AH GlCians, regardless o f ro3e or locat ion, 
work together for the common purpose of 
invest ing successful ly for Singapore. 

We look for people with a drive lo learn and who are not afraid 

lo offer their irleas and perspectives. The GIC Professionals 

Programme employs a siringeni selection process lo recruit top 

talent from around the world. This one-year program me includes 

job rotations thai help participants gain insighls into diHereul areas 

of the organizaiion while undergoing valuable on-the-job Iraining. 

Meanwhile, ihe GIC Internship Programme offers promising 

undergraduate and postgraduate students a chance lo gel a head-

slart in the fund management business before they graduate. 

Our clients are lop priority, which is why we maintain good industry 

standards iu all our practices and processes - from sourcing and 

executing inveslmenls lo managing risk and operations - to ensure 

fhe opfimal mauagemenl of diverse asscl classes. 

At GIC, we operale as one team. By integrating the knowledge 

and expertise across operations, we can overcome any challenge in 

today's dynamic financial landscape. 

EMPLOYEE DEVELOPMENT 
GIC focuses on developing stall lo their lull potential bv 

providing an environment for coniinuous learning. A Foundation 

Programme al every grade level ensures thai everyone understands 

the organization's values and philosophy. GlCians take charge 

of their own development by participating iu customised 

development courses, learning communilies, and study groups 

that aim to inspire new ideas. These initiatives are complemented 

by mentorship programmes where young professionals bencfil 

from llie counsel of experienced colleagues. Staff are also 

given opportunilies to work in dillerenl parts of llie business 

and in various offices lo broaden their knowledge base and 

global insights. 

GIC has in place succession planning 
programmes that identify and develop 
capable leaders across the organization. 
We recognise fhe need for a continuing 
flow of people who are highly capable 
and deeply committed to fhe sustained 
success of the company. 

Managing Directors, who are respected for their competence in 

their individual fields, possess the ability and willingness to drive 

group-wide initiatives which contribute lo GIC's total business 

and performance. We are pleased to announce the appointment 

ol six new Managing Directors in 2012: Ravi Balasubiamanian, 

Suzi Cohen, Daniel Judge, Lee Kok Sun, Liew Tzu Mi and 

Jason Triplill. 

INNOVATION AND CONTINUOUS IMPROVEMENT 

In order lo slay nimble and lo he heller prepared for the future, 

GIC provides slall wilh many avenues for continuous 

improvement in every aspeel ol the business, These avenues 

promote a culture of responsiveness and creativity lhal hones 

each professional's ability lo identily issues, initiate ideas, and 

imnlemenl innovalive solutions. 
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