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Telephone: 412-393-3662

Vernon J. Edwards Fax: 412-393-5687
Manager, Regulatory Alfairs vedwards@duglipht.com
March 28, 2013

VIA OVERNIGHT MAIL DELIVERY RECEIVED

Ms. Rosemary Chiavetta, Secretary

Pennsylvania Public Utility Commisstion

Commonwealth Keystone Building MAR 2.8 2013

400 North Street . PA PUBLIC UTILITY COMMISSION
Harrisburg, Pennsylvania 17120-0200 SECRETARY'S BUREAU

Re: Duquesne Light Certificate of Public Convenience to Transfer the
Interests and Shares in DQE Holdings LLC to Epsom Investment Pte Ltd
Docket No. A-2010-2213369 and Docket No. A-2011-2221461

Dear Secretary Chiavetta:

Enclosed are the original and four copies of Duquesne Light’s Annual Report on the status
of its Duct Sale-Epsom Purchase Commitments. The Company reviews and monitors these
commitments throughout the year and looks forward to providing our report next year.

If you have any questions regarding the information provided, piease contact me.

Sincerely,

Vernon J. Edwards ?f—

c: Ms. Tanya McCloskey-Office of Consumer Advocate
Mr. Johnnie Sims — Bureau of Investigations and Enforcement
Mr, Steven C, Gray-Office of Small Business Advocate
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Commitment: Scction B(3) of the 2007 Merger Scttlement approved by the Merger Order
pertaining ta recovery ol any cost of capital premium caused by the Merger is aflirmed and
extended two years (from five years to seven years from the Merger closing, May 31, 2007).

Scction B(3a) of the 2007 Merger Sctilement states that Duguesne shall not request a capital
structure for ratemaking purposes which is outside of a rcasonable range of that used by
comparable companics. In any future basc rate procecding, Duquesne must demonstrate that its
claimed common equity ratio is reasonable and in the best interests of its customers.

2013 Status: DLC has complied with this commitment.

Commitment: Also rcinstated from the 2007 Merger Scttlement (Scction B3b), DLC will not
claim an increase in the cost of capital due to any downgrading of Duquesne debt as a direct result
of the Merger or the acquisition of DUET’s interests by GIC 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 the percentage of
space occupied by employces who provide services to an afftliale and a supplies charge for
supplics the employee may usc in providing scrvices to affiliates.

2013 Status: DLC remains in compliance with this commitment.

Commitment: DLC’s corporate cost allocations will provide that 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 and sccuritics and will allocate
appropriate charges associated with the DLH revolving eredit agreement.

2013 Status: DLC remains in compliance with this commitment.

Corporate Structure and Ring Fencing Protections

Conmmitment: From and afier the effective date of this Scttlement, DLC shall not: (1} guarantee
the debt or credit instruments of DLH or any afliliale not regulated by the Commission, except as
approved by the Commission upon a determination that such guaranice provides net benefits (o
customers; (2) grant a morigage or other lien on any property used and uscful by DLC in

e
)

i

Duguesne Light Company’s Aunual Report of Commitments P’a



providing retail utility service (o the public subject to the Commission s jurisdiction, excepl for
the financing needs of DLC; or (3) make any loan or otherwise cxtend credit to 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 delermination that such loan or credit extension provides net benefits (o
customers.

2013 Status: DLC remains in compliance with this commitment.

Commitment: DQE 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 secck Conunission 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 Securitics and Exchange Commission.

Commitment: DLC agrees to continue to have outstanding scparately issued debt held by
investors not affiliated with DLC or its affiliates, unless the Commission authorizes 1o the
contrary.

2013 Status: DLC remains in compliance with this commitment.

Commitment: DLH and its subsidiarics, including Duquesne, will provide, upon request, to
0TS, OCA and OSBA access in connection with rate proceedings and other proceedings before
the Commission, where rclevant, to presentations given by DLH and its subsidiaries to common
stock, bond, or rating analysts. Such material will be accorded confidential trcatment.

2013 Seatus: DLC remains in compliance with this commitment.

Commitment: DLC’s long-term debt ratio as & percent of total capitalization shall not exceed
60% absent approval from the Commission. Any reguest {or approval will be considered on an
expedited basts, if so requested.

2013 Status: DLC remains in compliance with this commitment. Duquesnc’s long-term debt
ratio was 40.8% at the end of 2012.
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Commitment: DLC shall notify the Cominission of #ts intention to declare a specral cash
dividend to DLH, at least 30 days before declaring the dividend.

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

Commitment: The CEO of DLH will be a member of the board of DQE Holdings, and will also
chair a management committee, which will contain representatives of both the senior management
tcam 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 DQL Holdings, LLC. In addition, Mr.
Riazzi serves as the Chair of the Asset Management Committee, which consists of both members
of the sentor management team and the Owners.

Commitment: DLH shall maintain, and causc its subsidiaries including Duguesne 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 mecet requirements (o maintain its own credit ratings,
scparate from its parent.

2013 Status: Duquesne remains in compliance with this commitment.

Commitmen{: Upon request from the Commission, Duquesne shall supply copies of information
that it has submitted to credit rating agencics.

2013 Status: DLC remains in compliance with this commitment.

Commitment: Unless the Commission grants approval to the contrary, for a period of three
years from the closing with regard (o sale of DUET's intercsts to Epsom, Dugquesne shall not
make a dividend payment to its parent if doing so causcs ils debt ratio as a percentage of total
capitalization, as defined in Duquesnc's current bank credit agreement, to exceed 60 pereent, or if
its debt ratio as so defined at the time of dividend declaration or payment exceeds 60 pereent,

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

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

2013 Status: DLC remains in compliance with this commitment.
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Commitment: The Applicants agree that they will continue 1o comply with Section 1102(a)(3) of
the Public Utility Code requiring the approval of changes in control, as interpreted by the
Commission's Policy Statement-Utility Stock Transfer under 66 Pa.C.S. § 1102(a}(3). LEpsom agrees
that 1t 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 Comnussion that approval is not required.
Any acquisition of a voting interest in DQE Holdings by any parent or alfiliate 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 intercst in DQE Holdings LLC to scveral 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.

Commitmeni: Epsom agrees to tender to DQE Holdings, for redemption, the Promissory Notc
(the "Promissory Note") from DQE Holdings to DUET3, which will be acquired by Epsom al
closing, no later than 30 days after the closing. Duquesne confirms that (1) pursuant to a
Transaction Agrcement dated December 9, 2009, to which DQE Holdings and cach of its
Members is a party, all the Promissory Notes will be tendered to DQE Holdings within thirty (30)
calendar days of the closing and the tender by Epsom, and (i1) upon tender, DQE Holdings will
redecm all of the Promissory Notes and the proceeds of such redemptions will simultancously be
reinvested in DQE Holdings as equity capital contributions with no change in the voting interests
of the Members of DQE Holdings.

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

Reliability and Customer Service

Commtitment: DLC will maintam operating locations and ficld 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 of Service Plan during the period from
January 1, 2012 through December 31, 2013, or if later, until the Commission order is entered in
Duquesne’s next base rate case. The Service Plan establishes the following metrics and reporting
requirements to altow 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, QCA, OTS (Burcau of Investigations and Enforcement} and OSBA on these
MCIrics.
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Quality of Service Plan

Performance Area Index

Metrics Goals

Metrics Achieved

20102
) L " Reliability L .
SAIFI (12 Month) .17 0.67
CAIDI (12 Month) 108 117
s L -_'Customer Serviee _
The percent calls answered within 30 seconds. TT% (for 2012) T7%
78% (for 2013)
The average busy out rate. 0.3% 0%
The average call abandonment rate. 4% 3%
Percent of residential bills not rendered once every 0.01% 0.00%

billing cycle.

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

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

Performance Report — Residential Customers

Mecasure Metrics Achicved
2012
Number of Customer Disputes Not Issued a Report Within 30 Days 14
Termination Rate (Terminations per 1000 Residential Customers) 44.77
Justified Payment Arrangement Request Rate ! <l
Justified Consumer Complaint Rate’ 11
2013 Status: The above table provides the 2012 performance measurcs for each of the areas

listed.

Commitment: DILC agrees that, in any year during the cffective period of the Service Plan, if its
reliability or service levels are not cqual 1o or beller than the reporting melrics set forth in the
Scrvice Plan, DLC will provide the Commission, OCA, OTS and OSBA with a report that will
identify the rcasons for the variance and identify any management actions that DLC intends to
undertake in response to any variation. DLC will then convence a coltlaborative 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.

'"These performance metrics reported by the Pa. PUC BCS in the “Quarterly Update to UCARE Report January-

Decemiber 20127
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2013 Status: Attached to this report, as Attachment #[ 1s the “Duquesne Light Company Report
on Operation Reliability Metrics, SAIFL and CAIDI”, which fulfils the commitment to report on
reliability or service levels not equal to or betier than the reported metrics sct forth in the Scrvice
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 writlen request, DLC and its subsidiaries will provide the Commission, the
OTS, the OCA and the OSBA rcasonable access to the books and records, officials and staff of
DLH and its subsidiarics in Pittsburgh, Pennsylvania.

2013 Status: DLC remains in compliance with this commitment,

Commitment:  Annual reporting covering 2012 and 2013 s reinstated and will end on
March 31, 2014. DLC will provide an annual report to the Commission as 1o the status of all
commitments made in this Scttlement. DLC will provide the Commission and the Parties GIC's
most rccent 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

Commitment: DLC will continuc 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 1o expend LIURP funding
available cach calendar year. Subjecct to any necessary approval by the BCS, DLC will agree to
raise the income cligibility nceds to 200% of the federal poverly Ievel, and/or expand outreach
cflorts, and/or increase the numbers of customers served. DLC will advise the universal scrvice
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

Duquesne Light Company’s Annual Reporl of Commitments Page 7



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

Conumitment: DQE Holdings and the Macquaric Consortium, and its investors, will continue o
maintain DLC’s corporate headquarters in Pitlsburgh, Pennsylvania. All the corporate functions
will be performed and maintained at such headqguarters so that DLC and its management tcam will
continuc 1o 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
continuc in these headquarters, and the management team is locally based.

Commitment: DLC agrees that it will continuc 1o provide corporate contributions and
community support in southwestern Pennsylvania at levels substantially comparable to levels
provided by the Company in 2006 (for 20006 that is approximately §2.9 million) through May 31,
2014,

2013 Status: This commitment is measured on a twelve month basis ending on May 31 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 Sharcholder dollars up fo §375,000. This was extended for two vears 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 $375,000 annually to the Dollar Encrgy Fund
and attempt to obtain customer maltching contributions cqual to that amount,

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

RECEIVED

MAR 2.8 2013

C UTILITY COMMISSION

pPUB .
PA SECRETARY S BUREAU
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Conclusion

This report fulfils Duquesne Light Company’s requirecment to provide an annual report to

the Commission as to the status of all commitments made in the Epsom Investment/GIC Infra

Holdings Purchase setilement.

Dated this 28th day of March, 2013,

Respectfully Submitted,

Duquesne Light Company

Vernon J. Edwards
411 Seventh Avenue
Pittsburgh, PA 15219
412-393-306062

Atlachments REC EIVED

MAR 2 8 ~113

PA PUBLIC UTILITY COMMISSION
SECRETARY'S BUREAL
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Duquesne Light Company Report on
2012 Reliability Metrics (SAIFI, CAIDI)
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Introduction

In Section “D” (Reliability and Customer Service) of the approved settlement of the Duct Investment sale-
Epsom [nvestnmient purchase agrecment, 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

Metrics
Performance Area Index Metrics Goals Achieved
{2012 Results)
Reliability
SAIFI (12Month) 117 0.67
CAIDI (12 Month) 108 17
Customer Service
The percent calls answered within 30 7% (for 2012) 77%
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 0.01% 0.00%

once every billing cycle

Duquesne Light Company is to provide a repont to the Commission, OCA, OSBA and OTS (now F&E) il
any ol these service levels are not equal 1o or better than the reporting metrics set forth in the Scrvice Plan.

During 2012, Duquesne Light Company’s service levels were equal to or better than the Service Plan

Metrics except for the CATDI Reliability Measure, This report provides Duquesne Light Company’s
analysis of the Reliability Metrics and variance per the Merger Agreement.,

RECEIVED

MAR 2.8 2013

PA PUBLIC UTILITY COMMISSION
SECRETARY'S BUREAU



SAIFI, SAIDI & CAIDI Analysis

SYSTEM AVERAGE INTERRUPTION FREQUENCY INDEX {SAIFI) Loweris Belter

What does it Measure: The average number of outages experienced by Cuslomers during a year.

The System Average Interruption Frequency Index (SAIFT) indicates the average number of times that a
Lypical customer experienced an outage over a period of time, typically a year. SAIF[ is calculated by
summing all customers that were interrupted by outages and dividing the sum by the tolal number off
customers served. Customers thal had multiple outages get added into the numerator multiple times (o
account for every outage. The denominalor is the total number of customers on our system.  Duquesne
Light uses KV A (average load of a customer) rather than customers to calculate SAIFL, but the results are the
same, SAIFT is unitless and represents the average number ol outages that a typical customer experienced
over the measurement period. When analyzing or comparing SAIFI results, lower numbers are better.
Values thal are ess than one indicale that not all customers experienced an outage during the measurement
period,

SAIFT = X Customers Interrupted = Z KVA Interrupted = Interruptions per Customer
Total Customers System KVA

Results for the year 2012 - DLC had a SAIFT Target of 1.17 and it achieved a SAIFT Result of 0.67meaning
that 33% of Duguesne Light’s customers experienced no outages at afl duving 2012, This is the best SAITFI
restlt obtained by DLC in the last 18 years, as far back as our curvent Outage Reporting System goes.

SYSTEM AVERAGE INTERRUPTION DURATION INDEX (SAIDI} Lower is Better

What does it Measure: The average number of minutes of service interruption thal 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 cuslomer-minutes of outage time
during the measurement period and dividing this sum by the total number of customers. Duquesne Light
uses KV A rather than customers to calculate SAIDI, but the results arc 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. 1f SAIDI is unchanged for a subsequent period, the
average customer can expect outages that total to SAIDI minutes in length.

SAIDI = X Customer Qutage Minutes = £ KVA-Minutes Interrupted = Length of an Outage that
Total Customers System KVA an Average Customer Secs

Results for the year 2012 - DLC had a SAIDI Target of 126 and it achieved a SAIDI Result of 79 meaning
that the average Dugresne Light custoner fad an owiage of only 79 minutes in duration whiclt 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 duralion of an outage in minutes for customers that experienced an owtage dhring a
given time perfod, usually a year.

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



customer-minutes of outage time during the measurcment period and dividing this sum by the total number
of customers that expericneed an outage. Duquesne Light uses KVA and KVA-Minutes Interrupted rather
than customers (o calculate CATDI, but the results are the same. Customers that did not have an outage arc
not included in this caleulation.

CAID] = X Cust.Quiage-Minutes = £ KVA-Min Interrupted = SAIDI = Avg Length of a Customer
¥ Customers Interrupted L KVA Interrupted SAIFT  Outage for Customers that
had an Outage

Resules for year 2012 - DLC had a CAIDI Target of 108 and it achieved a CAIDI Result of 117 meaning that
a Duguesne Light customer that had an outage in 2012 had an owtage of 117 minates in duration on
average. This was 9 minutes longer than the 108 minute target. However, this result is misleading and
skewed becatse 339 of Duquesne Light customers never experienced even one ottage during 2012,

How do SAIFI, SAIDI and CAIDI Interact? Sometimes improvements made to SAIFI & SAIDI ean hurt CAID]

In 2012, Duquesne had 27% fewer customer ottages than in 2011, Also in 2012, DLC had 20% less total
customer outage time than in 201 1. This is rellected in Duguesne achieving its lowest SAIFT and SAIDI

results in the last 18 years. How then can substantial improvements in both outage (requency and outage

duration producc 2012 CAIDI results thal are worse than results obtained in 20117 The answer lics in the
ratio of improvement between SAIFT and SAIDI because CAIDI = SAIDI/ SAIFL. SAIFI was improved

(reduced) more than SAIDI by a ratio of 20% 10 27% and this resulted in CAIDI being higher in 2012, In
practical terms, it means that Duquesne improved more in climinating outages than in shortening outages.
The foliowing example demonstrates this.

I only one customer owt of all of Duquesne’s 580,000 customers had one two-hour outage during the entire
year, {he CAIDI reliability number would be 120 minutes and this would be worse than the target metric of
108 for CAIDL. However, even with a CAIDI number of 120 in this example, overall customer reliability
would be considerced cxcellent.

For Duquesnc Light, continued advancement in Automated Distribution SCADA enabled distribution
operators 1o remotely isolate and reroute power around faulied feeder sections faster than ever before. This
has had a very positive effect on both SAIF] and SAIDI but it improves SAIFT more than SAIDI which has a
negative eflect on CAIDL.  In practical terms, there were fewer short outages left to balance out the longer
repair components of the outage restoralion process.

What Caused the Unprecedented High CAIDI Results in 20127

Duquesne has closely examined the outages that occurred in 2012 along with the subsequent outage
restoration process that followed cach event to better understand what 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 SAIFT 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 (CAIDIL) in 2012 were [alling trees, storms and
cable failures. These naturally tend to be the worst types of outages 1o repair in 1erms of required restoration
time. Together these three outage root-cause problems accounted for 56 % of all customer outage minutes in
2012. Also, while there were no major storms in 2012, many of the outages occurred on 26 “Storm™ cvent
days, which strained restoration resources and extended these outages longer than normal.



Ouiages caused by falling trees gencrally produce additional damage such as wire downs, broken poles,
broken cross arms and/or damaged insulators and often create unsale conditions, Before this damage can be
repaired, tree crews generatly have to remove the fallen tree(s) and clear the way for repair crews. This
extends the 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 the faulted cable scction, 2) make the worksite safe, 3) make actual repairs or install and
splice a new cable scetion and 4} test and reenergize the cable. Underground cable repairs also generally
require erews to work in confined arcas that may need special traffic restrictions setup or permits issued
before actual work can begin, There is gencerally less flexibility in rerouting power around a failed cable than
with non-cable (overhead) construction and this inereases ouage time to a larger percentage of the customers
initially affected.

Proposed Action Plan to Improve CAIDI

Based on analysis ol the Outage Data for 2012, Duquesne Light is developing a plan ol action that is
intended to 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 heeause we have successfully met
and exceeded our CAIDI target [or the previous 18 years without exception and we had the best performance
ever in 2012 in terms of SAIFT and SAIDI results.

. Vegetation Management Process - Trecs arc typically the single biggest contributor to
customer outage-minutes within Duquesne Light’s service territory. While tree grow-in outages are
well-managed with scheduled maintenance pruning efforts, fall-in outages due to tree failures are
more challenging to manage because of the heavy trec density, shallow soils, and steep terrain
typically lound in the Pittsburgh area. DILC’s Vegetalion Management Departimenl invesligates the
majority of tree-related outages Lo analyze and identify the reason for tree [ailures. DLC schedules
maintenance for is 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 arc performed as specified to provide customers with 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 (ree pruning, tree removal and facility redesign.
Locations for these enhancements will be determined through the analysis of outage data combined
with 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 lalling trees from affecting DLC facilitics and to reduce the duration of customer
oulages.

2

Improved Restoration Process - Storns are the sceond biggest cause of outages for Duquesne
Light. A Service Restoration Team has alrcady been established to identify opportunitics and
implement appropriate changes to enhance restorative cfforts. The focus will be to improve DLC’s
ability to prioritize restoration work more effectively so that customers are restored faster through
the coordinated efforts of the entire team. The intent is to reduce average customer outage time,
which will directly improve CAIDI perlormance. This should be especially benelicial during storms.

3. Improved Analysis of Cable Failure Outages - Cable lailures were the third larges! cause of
outages for Duquesne Light in 2012, For many reasons underground cable outages generally are
lengthy for customers that cannot be switched to another cireuit while the cable is being repaired and
1his directly impacts CAIDI and is a hardship for the customers alfected, Duguesne has initiated a
program in its Asset Management Department to utilize Cable Outage Reports from the Outage
Databasc to target cable inspections/repairs/replacement on circuits before they cause serious



reliability problems. In addition, Duquesne is investigating the feasibibity of installing a temporary
porlable generator for larger customers/groups of customers that are affecled by a cable outage thal
will require a lengthy repair.

Summary

By all measurements, 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 with its highly awtomated and more intelligent
Supervisory Control and Data Acquisition (SCADA) enable trained operators to prevent some oulages,
quickly identify outages that do oceur, and quickly reroute circuits or reslore service to customers.
Fortunately 1o, Duquesne had a relatively mild year relative to major storims and cscaped the severe storms
that plagued utilitics in the more eastern portions of the State.

As explained in this 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 exact reason, the conflicting relationship
between SAIFT and CAIDI, that Duquesne had both of these measures stated in the settlement agreement.

Dugquesne Light Company will contact the OCA, OTS and OSBA within 30 days of the datc of this report (o

discuss convening a collaborative to discuss the “Duquesne Light Company Report on Operation Reliability
Metrics, SAIFL 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 resuits we seek are best achieved through
aculture founded on our five PRIME values of Prudence, Respect, Integrity, Merit and Excellence.
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OVERVIEW BY

THE GROUP PRESIDENT

RESULTS

The marker expericneed many wisis and tons over the Jast
vear, with the Lurozone delst crisis, the US cconomie slowdown
and the uncertainties in the emerging markets at times pushing
the markets one way, and at times the other, but all Toaded with
mncertaintics and unpredictables. We cannol expeet the high
econotnic growth rates of the 1980s up 10 the Global Financial
Crisis in 2008, 10 return in the near fue. The world today is
so interconnected that policy decisions and market actions in any
i'cgi(m evoke almost immediate ICSPonses and reactions elsewhere.
On the other hand, short-tenn concerns and daily headtines
which alien affect the mood of investors and their confidence for
the futare, present special opportuntties for long-term investors

hike the GIC.

The Government’s nundate to G1C is toachieve a good, sustainable
real rate of return over a 20-year time horzon. GIC's 20-vear
annualised real return for financial year 2011/2012 was 3.9%, the
same as the previous year, This Annual Report also gives G1C’s
Seyear and 10-year performance figimes, in addition 1o he 20-
year fignves, to give a sense of GIC's imedivm-tern performance
while underlining that it is the long-term performance which
delines GIC uniquely in its role as the investment manager for
Singapore’s forcign reserves,

The multi-asser class expertise and long investment horizon
allows GIC 1o pursue investment sirategics which deliver extra
returns because we can tuke advantage of our staying power and
stick with the findamentals in investing without heing distracied
by short-term considerations. To explain this in some detail, we
are mclding wo feamire articles in this year's report which offer
specific insights on GICs approach to investing. One discusses
the mernits of long-teem investing and how this is pracosed

i GIC, The other article describes how GIC goes about
sclecting external fund managers; (hey play o significant rofe in
the Government’s portfolio nanaging, at times, up (0 20% of

the porifolio.

GOVERNANCE

New Board Committees

{0 view of (e increasingly complex financial landscape, wo new
hoard committees were set up on 1 January 2012, 1o supplement
the on-going board committees looking at investmunl straicgies
and nsk. The frst is the Iovestnent Review Conmniitiee, chaired
by Mr Peter Seah, o review GIC’s iwvestent process, with
particular atention (o large investments. The second is the Audit
Commitice, chaired by Mr Chew Choon Seng, to strengihen
oversight of GIC’s wmernal controls for compliance and the
[inancial reporting and disclosure process.

International Advisory Board

GIC set up the hnernational Advisory Board on 1 October 2011
chaired by our Senior Advisor Mr Lee Kuan Yew, with hoasd
dircctor My Teo Chee Hean as its deputy chairman, The other
members of the board are Mr G Leovard Baker Jr, Mr Léon
Bressler, Siv Floward ] Davies, Mr Steven | Green, Dr Marin
L Leibowitz and My Decpak Parckh, all of whom had served as
direetors of GIG companices or advisors to GIC hoard comitices.
The Advisory Board provides perspectives on the futare, in
particular, global investment trends, emerging asset classes and

new gl'O\\'[Il ()IlpUI"lllli[iCS.

PEOPLE

Appointments and Retirements

Mr Lim Chow Kiat was appointed  Depaty Group Chiel
[ovestment Officer, concursent with his position as President of
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GIC Asset Managenent, on 1 Apeil 2002, He will assist (he Gronp
Chiel Ivestment Officer in driving gronp vestiment policies and
strategics, Mr Lin was inducted into the Fixed Income Analyst
Sociely Inc. Hall of Fame in April 2012 for his contributions to the
achancement of lixed ineone analysis anel pordolio managanent.
Dr Leslie Teo suecceded Mr Aje Saigal as Divector of Economics
and Invesiment Strategy on 1 Febriavy 2012, conenrrent with his
position as Chiel Econoist,

Four Managing Dircclors retired in the first hall of 2012, M
Aje Saigal retved as Director of Economics and Tovestmen
Swategy on 31 January 2012, Ms Vivien Chen retired as Chicf
Administrative Officer on 30 June 2012. My Saigal and Ms Chen
were GEC's pioneers, having been with the company sinee its
early years in the 1980s and scen through critical changes over
the years. Also on 30 June 2012, My Michael Carp retired as
Global Head, Real Estate Investments in GIC Real Estate, and
Ms Adelene Tan retired as Head, External Managers Deparunent
in GIC Asset Managerent, We thank them all for their invaluable
contributions to the development of GIC.

Six new Managing Directors were appoinied on 1 July 2012,
Excellence

GIC aims to be the best thay we can be, We recemly unified all
extsting platlors for ideas contribution, recognition efforts and

training resources, (o empower stall and 1o reinforee (he culture of

itnovation anel OPRIITECSS.

New organizational 1nits have heen established. The Triegrated
Strategies Gronp brings together private and public narket
expertise i the presuit of absolute retuns which can involve
all aspects of the capital structure. The Global Trading Unit has

heen established 1o have a common trading platforn for all public
market mstruments. The Enterprise Process Excellence Unit has
been selup 1o puisue stralegic process improvements which span

S(E\'Cl'ill (lcpm’lmenls.

LOOKING AHEAD

There will e greater uncertainties in the hunre, Butwe are Telped
by our global presence, a wide network of contacts across investee
companies, counterparties and regulators, a diversificd poctfolio,
a long time horizon, and the ability to deploy capital responsivels:
Ouwr greatest advantage ts that GICians are united and guided Dy
a set of enduring principles which focuses on oar commitent to
our clients, the development of our people and our anticipation
of the fulure,

“loall GICians and 1o the GIC Board, I wish 1o say thank you forall
the encouragenent, leadership and support which have enabled
GIC 10 successlully navigate the year past. The spirit of OneGIC
is even more critical for the funire as we strive o invest well and
contribute to the well-being of current and Tuiure generations

of Singaporeans.

Liv SIONG GUAN
Group President
July 2012



INVESTMENT REPORT BY THE
GROUP CHIEF INVESTMENT OFFICER

MARKET ENVIRONMENT

Risk aversion returtied 1o global financial markets i de List
financial year ending 31 March 2012, The Ewrozone erisis
highlighted the downside nisks to a global cconomy struggling
against  private  sector debt-deleveraging in the  developed
economies. Eqnity markets recovered modesily when the Federal
Reserve reiterated its determination to keep short- and long-
lerm inlerest rates extremely low for a prolonged period, and the
European Central Bunk provided almost 1 million curos of three-
year liguicity at 1% interest to Favopean banks,

Developed equity markels ended e vear broadly sinchanged.
The rise in the US markel made up for the deeline in Knropean
stocks, but emerging markets suftered negative retums, The flight
to salety among itvestors hoosted hond returns particulwly of
US Treasurtes and Gerinan Bunds.

In the Government’s portfolio, positive returns from bonds and
real estate oflset the negative returns lrom emerging markets and
natural resource equaties.

LONG-TERM INVESTMENT RESULTS

The annualised rolling 20-year real rate of retum on the portfolio
as of the year ended 31 March 2012 was 3.9%, unchanged from
31 Marcls 2011,

This means that over a 20-year period, G1C has generated a vetrn
averaging 3.9% per year on top of having protected the valune of the
portfolio against global inflation.

The Government’s investment uwandate emphasises that G1C
shoudd invest the portfolio widy @ long-tertn oricnration. This
is why the prinay metrie for evaluaing GICs investment
performance is the rolling 20-year real rate of return,

Investing for long-ternu returns s a key competitive acvaniage for
GIC over other nvestors, This yeat’s report includes a [eatire
article that diseusses the tong-term nvesting approach and how
i is practised in GIC. Snecessful investing, especially lor a luge
portfolio, requires a switably long-term hortzon because cconomic
and corporate changes often unfold across market cycles and not

within a markel cyele.

MEDIUM-TERM INVESTMENT RESULTS

Beginaing witli last year’s ceport, we arc also providing nominal
rates of retuen in USD tenns over B- and 10-year periods, in
aldition o the 20-year veal and nominal rares of veturn, The 5-and
L0-year investent results give a sense of the engoing performance
of the portfolio and can serve as intermediate 1rackers of how
GIC’s long-term results are evolving. Table 1 shows that as of
31 March 2012, the Government’s portfolio had annualised
nominal rates ol returnin USD terms of 3.49% over 5 years, 7.6% over
10 years and 6.8 % over 20 vears.

COMPOSITE PORTFOLIOS

To put GIC's invesnment results Into perspective, we have
included performance data on two compaosite portfolios. ‘The first
comprises 60% global equitics and 40% global bonds (“60:+40
global portfolio”) and the second comprises 70% global cquities
and 309% global bonds (¥70:30 global portfolio™). The nominal
rates of return of the composite portfolios are computed (rom
two market indices — the MSCI All Conniries Gross Total Return
Index for global equilies and the Barclays Global Aggregate Bond
[nclex for global honds.

These composite portfolios are generally aceepted as heing
representative of the staegic asset allocation ol lurge global
institational imvestons sich as pension fuuds and sovereign wealth
fiunds. Flowever, it should be noted thar the nominal rates of veturn
on the 60:40 and 70:30 global portfolios are not henchmarks that

thrive GIC’s investinens,

Table 2 shows the Government’s portfolio returns alongside he
composite pottlolios” for time petiods of 5 years, 10 years and

20 vears to 31 March 2012,

Investent returns should be viewed 10 the context of risk,
Table 3 shows the risk of the three portfolios, with risk defined as
the standard deviation of monthly reurus.

For the 5- and 10-year periods, the Government’s portfolio lac
higher renuns and lower risk than hoth compesite portlolios. For
the 20-year period, the Government’s portfolio had a lower return
and lower risk. This was becanse in the first decadle of the 20-year
period, the portlolio was more conservatively inwested with more
cash ancl honds. G1Cs diversification into alternagive and private
asset classes took place in the last ten years.



Tk T 4"?)," T
g S 3 A
e Ao
1 :

3
Dyt

s
I
o f

s 3
Py

i .-:'Q;a::t.g-" -

LRI Ay

‘ USD'FOR PERIOD E lr-! IMARC
GOVERNMENT'S PORTFOLIO

"}‘;‘. AT e o b b s < Mt
S EE

. am '_“»-‘ & . 4 Ay i ; A I;.\

) K
AR i ot gl ;

TP

5
A

s

£l K Ay o & 7 &
o gt 3 J g ; I »
7 DRI "o [-] =) il 1
A e DSIPERE ) 8 BN B e S S e
'A‘-"“’v“":i‘"" R e e HARSRO & 9
: ety 4 . ’,
N ojiile ;
A A DIND ANYR £ ,;‘- » R E d 650:40 e (): 3D “J}-‘g’
s b

Y FOR.PERIOD ENDED AR 042 B R DORTEOLIO OBALPORTFOLIO 1% GLOBALPORTROLIQ L3

ASYEAR o ma% 3w 25

10-YEAR 7.6% 6.8% _6.6%1%

]
I

3
: 3
AB A AEISEDR VO LA OFSGOVER :

s

S A 4

'SYEAR ) 12.9%, C144%  16.4%gE

#
[t
o




INVESTMENT REPORT BY THE
GROUP CHIEF INVESTMENT OFFICER

ASSET MIX
Table 4 shows the asset class disiribution of the portfolio as of

31 March 2012;

The allocation 1o cash rose from 3% w0 119%. Due to the
heightened uncertainty in global markets, we allowed 1he cash
inflow frony mvestient income and fund injection to accumulate
during the year i preparation for helter investent opportunitics.
Consequently, the exposire to public equitics fell from 49% to
45%. We reduced the allocation to bonds beeause boned vields in
the developed markets hicel heen pushed down to almorally low
levels by the flight 1o safe asscis and central bank intervention.

GEOGRAPHICAL DISTRIBUTION

The geographical distibunion of assets was broadly unclianged
curing the year, Within Europe, the exposure 1o the PIIGS?
markets was 1.4% on 31 March 2012 and was ivested largely in
real estate and selected cquities in haly and Spain.

OUTLOOK

For a large portfolio to carn returns above mllation over a long
investment horizon, it must have signilicant exposure to equity and
cquity-like assets. The key risks o the portfolio are thus political
anel ceonomic developents which impact couily reiens.

Looking ahcad, we assess that the hwestiment environment will
he characierised by a global cconomy stiruggling to renum to

sustainable growth.

? Poeeriga Lechined, dedy, Loreece aned Spain

The developed economies will continue to be weighee down by
an extended penod of debt-deleveraging. In Europe, the deln
crisis has spreac beyond the periphery to the larger Spanish and
Ttalian econonues. There is still a risk of disruptive events in the
Lurozone, and prolonged weakness i cconontic growih, I the
United States, the lragile cconontic recovery could he aborted
by automatic spending cuts and tax inereases if political grdlock
continues beyond the 2012 elections with no conpromise on a

long-terin plan for reducing the publie deficir,

Growth in the emerging  ceonomies,  particulaly - China,
is also slowing. A cychical slowdown 1 China is necessary for its
cconomy to consolidate to a more sustainable growth ajectory,
But this slowdown coineides with the problems in the developed
ccononiies. It will thus weaken global busimess confidence and
also impact the commadity-producers.

The medium-term investment owlook 1s therefore chnl]cnging.
GIC will continue to imvest based on sound fundamentals
and where appropriaie, ke caleulated risks in order to reap long-

term gains,

NG KOK SONG
Group Chief Investment Officer
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MANAGING THE PORTFOLIO

INTRODUCTION
The vestment process heging with the poliey portlolio, which
defines the asset classes tha we invest inard our allocation of

Fneeds to thiese asset classes.

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

The policy portfolio is the result ol both quantitative analysis and
Inegment. The quamitative analysis of Tistorical data geneeates wn
initial set of assumptions [or key variables, such as the expectd
long-term retirn and risk of varions assel clisses and their
corrclations witlt ene another, These assumpions must en he
eviluated qualitatively, They are adjusted for perceived stractural
changes 11 the global envivsnment and capitad ket helaviour,
taking into account oprerating constiints such as liguidiy, market
cupacity, as well as the probability of extreme risk events, The
porifotio iy then stress-tested 1o ensnre its complianee with the risk

parameters that hive been ser,

The aim s 1o optimise distributton of investinent funds 10 the
asset clusses, Operating eanges are speeilicd 1o acconunodate
acceplable devintions arising o short- and medinm-tenn
volatdity anel reclmical canses. In addiion, we lave created
a facility Tor o medinmeterm asset allocation suutegy o give
anagement, witl the approval of the Board, ihe ladtade 1o make
calibrated departires from the policy portfolio in response 1o

market conditions,

MANAGING PERFORMANCE

The investment process starts with the design o the policy
portfolio, Dirceted by the group chiel” investment officer, the
ceonotiics and nvestment strategy depactment nndertakes the
analyses undd groundwork, Their reconumendanons are prescited
tor anel elisenssed wits the investinent sicategtes connnittee. Once
endarsed, these reconmendations ave snbonined o the Bourd
for approval. The policy portfolio is kept under review bt is no

changed frequently.

Managers are [ully acomaiable for e polormance ol iheir
partflolios.  Their eeisions  mest coply with - preseribed
auidelines ane Timits of the Tivestiment Mandate, We evaluate our
perfonnance in tree ways: whether we achiove a reasonable rate
ol return above global inflation for die il pordoliop how cach
investment professional or team performs aguinst specific inarkel
benclunarks or absolute retum turgets; and how our managers’

results compare with those of icir peers in the industry.

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

The first feature article at the ened of the chapler discusses
thie Itrug—tcrm im'ce;ting approacht and low this ts practisedd

in GIC.

IMPLEMENTATION
CICs fovestment professionals iranslate asset class allocations
into anvestiments across public markets, real estate, privite equity

and inlrastruetiee v anore than <0 conaries.

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.

Wihile we are open w investiog i all countries outside Singapore,
we o not invest in those the United Nations Security Couneil
has imposed sanctions against, Where appropriale, we exercise
ownership rights in e investinenis o proteet the fnaeial

interests of e assets nnder our imanagemen.

PUBLIC MARKETS

CIC fnvests in publicly-tracded markets, inclscding public couities
in both developed and energing markets, naal resonrecs,
abssolute retne sirategies (hedge funes), Gxed incone, cash and
currencies. We nanage a well-sliverstlicd ponfolio e peadoce

sustained, superion visk-adjusted performance,



Tradiional assut class investents 1o equities and lixed income
ke upr the bulk of the portfolio’s investrents i pubilic markets,
These are conplenienied by abisolime et strategios which
provide prospects for us o generate long-ierne real renams largely

mcependent ol hiroad market movenents,

In public markets, our invesunent decisions are based onoan
assessment of long-terme fundamentals. Speaalisaion and
robinst risk management; with dear acconniahilily at every level,
characierise the vesinent process. The aim is to ensure that the
visk taken is consistent witlour investment goals. A risk budgeing
discapling allocates capital 1o iwvestinent teams according o their
track record of securing good retarns from higher-risk investments.
The budget is monitored closely o ensure that risk is properly

diversibied and ranaged.

We evahiate the perfonmancee of onr investment s against
relevint market benclinarks such as the MSCL wid Barelays

Glolsal Bon indices.

Equities

CIC pursues both active and passive inanagement sirategies
i equily investing, We have an estublished eanm ol in-house
rescarch analysis aed experienced porilolio wanagers, They
conduet n-depth due diligence and research that enuhle us w
iclanify undervalued stocks with the potential 1o generate good
relurns over the long e, Our dnvestiment profussionals: have
a wide network of corpotale anil ill:]llslt)‘ conlacts with diverse

issighis on companties in the investment universe,

Fixed Income

Fixed income mvestinents aim 1o generale steady retwrns, provide
a Depuiclity reserve to support portfolio nianagenent setivities, and
enhance capital preservation [hrnugh diversification. Qur portfodio
managers anploy a range of investment strategies in nasaging
fixed meome nvestimerns incheding vichd cirve analysis, eredin,
interest-rate divtion and etrrency managenant o add value

the portfolio,

PRIVATE MARKETS
Onr allocation e aliermative asser classes stems frome dieir
potential 1o generate high long-term real retarns and thieiv vole of

diversilication in the porilisho,

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 s an early entimt wmong instintional jovestors in
veal estate, Dvestments tnelude tadidonal private veal esiare (such
as brick-and-mortar assets), public equities (such as real estale
operating companices), real estate investnent rusts aned real estate-
relueed debt mstruments, The el estate assels span nliiple
property seetors, including ollice, retail, residendial, incustrial

anl h(:SI:ilhIil)’.

Real estate investing is governed by guidelines covering conmitries
and reglons, property assel vpes and sectors o ensare the
portfolio mects botle invesiment and visk objectives. Assel-specilic
eondivons and risk are among the Gelors tat influence tivestinent
deaisions. GIC actively manages the ussets o generate income
wuel enhanee markel vadue through tenant rmanagement, sarked
positioning, leasing and capital improvenients. In (his ean-based
apy woach, an ;L|)|n'u|)ri:llc range ol real estate and L‘EI!)il:lI warket

skills is applied to each investment,

Private Equity

GICs private eouity universe inclides huyous, venture capital
anel special situations sich as mezanine deby disivessed debsuned
scconday fund investments, We invest botl diveetly in companies
as well as through fods, The direer nvestment progranmme s
foctsed on taking minority ceity positious as well as providing
mezzanine linancing e buyouts, Que fuids steategy 2iins 1o
ielenitify aned fnvest with beaclisgy private eouity and verare capital
fnsels globally, and graw with thenin tie long s We hive buili

1y i network of over IO aenive N NGRS,



MANAGING THE PORTFOLIO

The invesiment wams aded valoe o the boards and management
of the investee companies by providing alvice and aeeess o a

global network of business links.,

Infrastructure

CIC s interests in inlrastirmcmire incluede nser-demand assets such
as airpurts, scaports and highways, regulated assets such as hose
i waler el power disiribution, and competitive asscets sueh as
power plants, Our pritsary strtegy is 1o invest directly in operating
asgets with w high degree of cash low visibility and which provide a
hedge against inflaton, These include naiure, low- o moderate-
visk asscls in developed markets, complemented by investments

with higher growdi potential in emerghng markets.

EXTERNAL MANAGERS

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

We invest in o variety of Tunds inclnding real estate iowds, privige
cauity Tonds, Dond Tundls, index: fonds and hedge Tunds. 1o
addition 10 the portfolios unaged within GIC, we place o
diseretionmny niandates 1o external fud inanagers in o wide rmnge

of asset classes such as glohal lixed income and global cquities,

While external managers are responsible for their mandlues,
GIC renaius fully accomnabke for the overall performance of the
portfofio, We conststently assess them refative 1o expected returns,

risks and puidelines.

We have bechuded at the end of the chapter a featore article
describing low GIC scleets and  monitors s external
managers in e public markets, and the henefits they have
brougli w GEC.

MANAGING RISK

Lelentifyiog and managing risk is an antegral par of managemen
responsibiliy s all devels o GIC, The risk miunuaperen
Frmework sels the aceomiabibily and ruspnnsih”il}' pararnelers
for visk-1uking, In wldidon w the Board and jis rvisk commitee,
dillerent buoddies and groups are specilically charged with the
task ol idenifying, anatysing, wonitoring, reporting and on-the-

ground 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 operating bunds for asset clusses within
the visk parmneters specilicd by the Governnrent. The operating
bands are wirned ac containing portivdio volallily that nuy arise
o policy portlblio deviations, tactical decisions and marke
moveetls, A gronp-wide investiment anthorsaton lramework
sels oul the ullln'u\‘illg anthontes Tor dillerent classes anel sizes
of nwestments, and subjeats large nvestents o additional
review, The nsk and  perlonmance nmmgement departinent
independently sets and imonitors: performance and risk review
thresholds 1o ensure e sk s [)l‘ulmt'ly diversified and
pattaged, Information systems nunitor and evaloute risk crireria,
tracing limiits and investiene guidelines within cacli managed
portlolio, These systems allow for hody pre-trade and posi-trade

compliunee checking,

Partlolio IS andd smliut’nliln;ngumunl olhitain tinely leedback
through [rm'lhl']n:lllcc wnd risk aitcihution 1oals, Siress tesis ure
also conditeted hased on o vartety of scenarios 1o determine how
potential changes innarket conditions aned visk events niy fmpael
the ]ml‘ll'nlin. Tivestinent and U|)c|'ul]nllh‘ teurns work closely
with the lcg:ql ancl cothpliunce ‘luluu‘lnu:tll 10 nsnage h:gul aul
:'cgul;linl}' conplianee risks :n‘isillg lrom (he gmu[)’h‘ Hvesiinent
activities, The in-hotese legal teann also sworks seidh exreriad Jawyers

o aaclelvess legal risks.



GIC adopis w visk Inwlgeting discipline for public imarker assct
classes 1o constriet an ellicient porifolio of uctive investinent
sll'ulugius. Risk cupital is allocated 1o investen stralegics
according 1o the ek reconds ol the investment wcams aned their

potenttial 1o generate visk-acljusted retamns,

For private marcket asset classes, nvestiment ams condnel
extensive due diligence covering the market, physical, Jogal and
linancial uspeets of the wansactions, and tie seleclion of investnent
partners, holding stricires to be tsed, aned exit siraregies. They
manage the measurcinent and operational risks associated with
the performance of privite niarket assets vine operational and

linancial conols,

MANAGING PROCESS RISK

Adlinvestimentand operations stallare required to idenly, evaluate,
arukge and report risks indicie own areas o respousibility,
ad 1o comply with established nisk policics, gnidelines, limis

aned procedures,

New investiient |n'mlucl.~: or Hl1‘:llugiu.~; are Hlllgiucl 0 oa risk
identification and assessnient process condneled Dy o cross
lunctional group, so that risks associated with the new praduiet
or achivity are icdentified and analysed before any new vestunent
lakes place. This process ineludes cnsaring thae the required
people and infrasteneture, incloeling systeins, procedives aned

controls, are in place 1o manage iese risks.

GIC uclops a strong control orientalion b naging cotinierparty
credit visk, trading only with linancially sornd and reputable
cmtnlul‘[:lll'licﬁ. There is st ringent selection andl ap) ol process
in place o appoeint connerpartics. We imonitor our counlerparty
exposure against set imits and reporte conterparty profiles 1o
seiior mageinent regularly, Other measures o mingate credil
visk include using netting agrecrnents sod progratimes requiring

cosilerparties 1o Ilnlctlgl: colleral.

We condinnously monitor for key risk indicators including late
Lransuction processing, late report releases, stale prices and systan
downtime. These indicators highlight potensial visk areas i
need o be aeldressed in o imely manner inonder 1o niitigate the

visk of loss resulling from possible slippages in GICs operations,

Char bosiness: condiuity: plan iy ested e reviewed l'c:gll]iil'ly
o ensie that ooy ]n‘ncullll‘cs andd infrasiruenre city support
oparations in the event ol o business disruption. This enliances

corpatate resilience and salegnards the grou] s operitions.

Throughoet the year, inmernal aned exiernal anditors serotinise
all operations and business processes. Any defliciencies identifiod
musl be addressed within ser time e and reported 1o

SEIDE I]lEHlZIg&,‘]I]CIll.

MANAGING PEOPLE RISK

We require our staff to observe GIC's code
of ethics, maintain exemplary conduct,
and comply with laws and regulations,
including prohibitions against insider
trading and other untawful market
conduct.

Stall miuse proteet conlidental information and handle non-
public material witlh due care, These gnidelines are set out in
owr conpliance vanual, which is wain@ined by the legal ainl
camplionee deparnpent. The nrannal also states policis relaging
(o the management of coullicts of interest, gifts sl enteriinment,

copytight rules, personal investiments aned whistle-hlowing,

We provide regular taining o all stafl 10 keep thein current
witlr complianee requiremens. “Flie training also helps raise the
awareness of operational risk, Sall receive taining on exchange

regntations relevant 1o dheir responsibilitics.

Consistent wiili our long-term orientagon, GICs teraneration
b3 s

policies aned practices suppoct and reinforee a prdent risk-taking

cultire, as well as recognise and reward onr people oo the Dasis of

sustainable vesulis,

Penple area the heart of onr hisiness. Onr PRIMIS valnes are the
compass i our imanagetent ol people, processes and portlolios,

These values are inchuded in onr stall apprinsals,
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The  Government of  Singapore  has
entrusted GIC with managing s funds
for the long term. This allews GIC 1o
adopl a l(mg—tcrm nvestiment ap])l'oach
— masitnizing long-term retwrns while
managing short-terin market fluctuations.

Our long-term investing approach allows
us to adopt two strategies that other
investors may not he able to: harvesting
returns [romn viskier assets and taking
when markets  are

conlrarian  stances

at extrernes,

HARVESTING RETURNS

In the long term, nskior assel classes
should deliver better returns in order to
compensate investors for taking on more
ngk. By invesling in risky asscts, investors
trade ofl’ uncertain payells for potentially
higher renuwns over time. We call the extra
return earned for investing i a risky asset
the asset’s risk premium, It takes patieice
1o harvest risk premiums because the extra
returns acewniate slowly and unprediciably
over time, but GIC's lang-tern investment
approach allows us to clo so.

Possibly the most important risk premivm
in financial markets is the equity risk
preraium (ERP). The ERP is the
addintonal  return abat stocks  deliver
over the nisk-free vate earmed from long-
terin treasury bonds. This exira retien
compensates investors for taking on the
gher risk of the equity miarket. While
mvestors may  disagree over the exact
delinition of the ERP, most do not dispute
that it exists. Hisiorically, the global ERP

has Leen aronnd 4-5%.
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Aparl from the ERD risk premiums have
also been observed in other asset classes.
Bonds, whicl vepresent long-termn loans,
offer a higher micrest rate than shorl-
term deposits to compensate for the risk
that interest rates might change. Real
estate and private equity, which are less
liquicl and more difficull 1o trade, also
offer higher returns 10 compensate for the

additional risks.

The Governments  portfolio has a
stgnificant  exposure  lo - equilies  anc
equity-related asset classes as shown

Chart 1. These asser classes offer access
to the atiractive long-tenm ERP and other
risk premiums. Our long-term investment
horizon allows us to harvest these risk
premiums  while accepting  short-tern

O TING

CHART 1: ASSET CLASS COMPOSITION
OF THE GOVERNMENT'S '
PORTFOLIO, MARCH 2012
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CHART 2: HARVESTING RETURNS FROM ASSET CLASSES !
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CHART 3: EM ASIAN EQUITIES VERSUS DM EQUITIES 2
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price fluctuaiions, Over v, these risk

])l‘CIIlELll]lS C()lll])OI.l]l(‘] into Sll[')CI'i(Jl'

portfolio returns,

As shown in Chart 2, even though global
cauities lell substantiatly during the Dot-
Com aisis {2000 — 2003} and Global
Financial Crisis {2007 —2009), staying the
course and harvesting the ERP would have
led to positive returns over cash and bongs.
Since 1t is dillicult for a large wvestor like
GIC 1o nme market falls and rises, GIC
accepts some short-term setbacks o
achieve our long-term investinent goals.

Another example of a risk premium that
GIC has harvested is the emerging marke
visk premium, Emerging market assets are
more volatile than developed market assets
in the short tern. Emerging markels usay
also e riskier in other respecets, such as
presenting a higher probability of fraud,
loan default and lower wadabiliy during
periods of market stress.

Despite the greater risks, GIC decided 1o
Increase owr exposie 10 emerging market
equities in 2003, This decision was based
on nwo beliels, Fiest, the boon-and-bust
gycles that plagued emerging markets in
the past would be less severe in future
hecause emerging markets governments
atel have

companics strengthenedd

their governance frameworks.  Sccond,
and more importantly, these structural
improvements in - emerging  ccononics
would be sustained. Hence, GIC took
the view that emerging matkets would
owtperform  developed markets in the
long tern.

Sinec 2003, GIC has built up iis exposure
to emerging market equities to 15% of the
portfolio, with a concentration in emerging
Asia. Emerging marker Asian equilics
have returned 127% since 2000, whereas
developed market equities ceturned only
22% over the same period.

CONTRARIAN STANCE

A sirategy of harvesting long-term risk
prenmins does not mican that nvesiors
should simply buy financial assets and
wail. The prices of poteniial lwvesiments
often do not reflect their true, lundamental
value. For example, investors bid up
technology stocks during the late 1990,
leading 10 the Dot-Com  boom  that
eventually collapsed. On dhe (lip side,
recessions often drive many invesinients
10 bargain prices. These devialions from
luncdamental value are ofien caused by
short-teern market sentiment and  herd
behavior = irrational urges that an astute
imvestor should not acl en, Svme o
these devialions may also e amplified

by nvestors” circwnstanees, for exaple,
investors who use Tivestment returns (o
fund regalar payouts may have o sell
assets during a crists to raise cash hecause
returns have hecome zero or negative.

As a long-term imvesion, GIC has the
flexibility 10 take a contranan stance,
taking positions against the crowd when
warkets  deviate  significantly from  fair
GIC’s

is asscssed over the long term, and

vale,  Because perlormance
the pottlolio does not face regular large
withdrawals, we can accept  possible
short-lerny unclerpetformance  against
our expectations in return {or longer-term

gain.

GIC attempis 1o determine the intrinsic
value of our investments., GIC buys assets
when their prices are below intrinsic value
and sclls them when they are expensive.
Tls is not easy because markets generally
funcion well, but one such episode
oceurred during the Global  Financial

Crists of 2008,

CONCLUSION

GIC’s long-term  investment horizon s
a compelitive advantage which  should
continue to be exploited 1o produce beter
retuens for the Governmend’s portlolio,

Long-teom  investing enables GIC (o
harvest risk premiums from dilferent asset
classes, Tt also allows us to take a contrarian
stance when shorl-term  deviations are
extreme and prices are significantly away
from ihicir long-term fundamentals: But
we can only enjoy the rewards of long-term
investing i we are prepared 1o tolerate
short-term fosses or underperfonmance
market indices  from

relative 1o time

to tme.
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Public Markets

Since GIC s inception 1n 1981, we focused
on developing an iternal capability to
tnvest the Government’s reserves. Al the
same lime, we also awarded nvestment
fund  managers
with expertise which complements and

manclates to  external
augments our own capabilities. Fxternal
managers have played a signiﬁc:anl tole In
the Government’s portfolio, managing at
times up to 20% of the portolio,

Allocating funds 1o external managers
has three sirategic benefiis. 1t diversifies
the  Government’s portfolio, expands
the investment  opportunitics  available
and  deepens owr  understancling  of
financial markets.

For the funds under external management,
we aclopt an active investing approach,
uncler which investiment managers seck
to eutperform public market benchmark
incices rather than just matching their
performance, as tn o passive  investing,
We have huilt long-term relationships
with our external managers, some of
whom we have invested with for many
yewrs. These partnerships have helped us
to gain  insights  into high-quality
investent ideas and research, as well
as indusiry best practices i the arcas of
irvestments and aperations.

THE VALUE OF EXTERNAL
MANAGERS

When we first started onl, because of anr
relative inexperience, we invested wiih
external managers to benefit from their
experience, expertise and understanding
of the inancial markes.

We view our external managers as
partners Our external managers must
share onr core investment philosoply that
taking a long-term perspective enables
an investor to earn superior risk-adjusted
returns, We look for external managers
who can maximize a portfolio’s total market
value over market eycles while controlling
the interun risks.

Our external managers complement
GIC’s internal capabilities in their
respective asset classes As GIC
has upgracded our internal management
capabilitics, the role of external managers
has beeome more nuanced. In general, we
apply the principle of best sourcing, where
we appoint external ninagers in cquities
and fixed income only if they augment the
overall performance of the Governmeny’s
portfolio.  External have
to Justify their management fees by
delivering superior petformance vet of
fees. Additionally, some of our external
managers operate in niche markets or
cinploy an investiment style o sirategy
beyond GIC’s current eapabilities.

]llilllllgCl'S

GIC remains flullyaccoumtabie for the overall
performance of onr external managers, We
ensure that the risks they take are properly
diversified and mavaged, and fall witlnn 1he
parameters set by the Government for GIC.
We evaluate the risks involved in externally
managee] portfolios 1ogether with those that
are nuataged internally.

Our  exiernal  managers  bring  other
benehts. They share their market and

uvestinent insights with GIC, These

beneht MACIOECHIOMIC

lorecasts and asset allocation rescarch and

insights our
sometimes challenge our own investment
beliefs. Through our external managers,
we have expancled our network of contacts,
giving both GIC and our clientan impottant
source of knowledge and experience,

Sometimes our external -managers vefer
co-investment deals to our investment
teams. They also keep us informed about
best practices and norms in areas such as
risk management, ade operations and
settlements, compliance and monitoring.

DEDICATED IN-HOUSE TEAM TO
MANAGE EXTERNAL MANAGERS

The External Managers Departiment is
responsible for appointing and managing
external managers in public markets. Two
separate, independent  divisions within
the department Tandle the investnent
and compliance/operations aspects of the
portlolio under external management.

Within the investment division, different
teams cover the wide range of sirategics
offered by external  managers.  Lacly
teatts 13 fully respousible for all aspects
of appointing and managing an external
manager including  sowrcing  of  the
manager, investment due cdiligence, post-
mvestment monitoring and review. The
senior members of the Investment teams
have extensive  ponifolio  nmnagement
experience. This has enabled them 1o gain
a deeper understanding of how a particular
strategy dives returns and hence leads 1o a
better analysis of investient risks.



The compliance/operations  division 3s
responsible for the operational aspects of
the manclates awarded hy the department.
The

managers, the investment division and
other comporale services depariments in

leamn works  with 1the  exiernal

GIC to conduct independent operational
due diligence reviews on cach mandate.
Such reviews are undertaken prior 10 the
appointment of a new external manager
andl/or the aware of a new mandate as well
as on au ongoing basis.

INVESTMENT PROCESS
Managing  our  externally-managed
portfolio entails a four-stage  process:
Strategy vesearch and manager sourcing;
manager review  and  due  diligence;
partlolio  construction; and  portfolio

moni[oring and risk management.

Strategy Research and Manager
Sourcing Westart by identifyinga specihic
investment thesis that we wish to pursue.
This could be as broadly-focused as a
regional mandate (for examiple, investing
in Emerging Asia stocks) or as narrowly-
focused as a specific marker mispricing
we wish 1o explotl. Afier rescarching the
investiment thesis, we shortlist and meet
with the external managers whe have
expertise in these specific areas. Many
contacts are obtained from owr wide-
ranging clialogne with market participants,
meluding  referrals rom onr niarket
network and internal team.

Manager Review and Due Diligence
Before an investment is made, we carry
out extensive investment and operational

due diligenee on the manager. As part of

the investiment due diligence process, we
conduct hoth gquantitative and gualiative
evaluations. We evaluate lactors  such
as the external manager’s track record;
its performance relative o s peers; s
compatibility with our existing portlolio
and our assessment ol the manager’s
team, investmienl process and atention
10 risk control. We go through an equally
exhaustive  operational  due  diligence
process before awarding an investment
mandate (o the external manager. Sonie
of the factors mclude the Investment
controls it the

structire,  internal

operalions and pricing proceclures,

Portfolio Construction Ouyr goal m
portfolio  construction is o achieve @
balanced portfolio that nrastinizes retums
over (e i term while minimizing
the risk of severe capital loss i periods of
extreme markel slress. Espected vemims andl
risks arc interconnectedl, so constructing the
externally-managed portfolio requires good

Juelsment to balance a vanety of nisks. Our

allocation 1o different strategies is formulated
through a clear undlerstanding of the risks

and returns inlierent in each straegy.

Portfolio Monitoring and Risk
Management YWe monitor our esternal
managers closely, through regular update
calls andt meeiings. We take a long-term
view when assessing managers. In addition
to consistent good perfortiance, we look
for a steady application of their investment
philosophy  and throughout
markel cycles. At the ovenall portfolio
level, we review the aggregate portfolio
visk and return characteristics and market
exposures. We also review the portfolio
strategy allocations and the attractiveness

PI'OCCSS

of specilic investment themes,

CONCLUSION

While we have honed investing capabilines
within GIC over the years, we have always
benefited by learning from our peers and
partners in the mdustey. We have built
slrong  connections with our panel of
external wanagers, They will continue 1o
be a valuable source of not only returns,
but also warket views. and understanding
ol industey best practices.

Although external managers can provide
strong and diversified returns, outsourcing
part of the Government’s  portfolio
inevitably adkls  further complexity 10
the overall portfolio. Therelore, we will
continue 1o consirucl our externally-
manmaged  pordolio with  a clear
unelerstanding of the benchis of using
external managers, while paying close
altention 1o risks.

Our approach to external managemenl
has evalved in step with our internal
capabilitics and necds. We  continue
o seck  good managers who can
complement our strengths and add value
to the structure and performance of the
Government’s portfolio.

WHERE QUR EXTERNAL MANAGERS
ARE BASED

North America
Europe
Singapore
Australasia
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BY ASSET CLASSES

Q
'\.‘

-

O Marketable Alternatives
£l Equitics
0 Fixed Income and FX

BREAKDOWN BY LENGTH OF

EXTERNAL MANDATES
40
35
30
25
20
15
10
3to<




; 0 re
B
v, ?-"*_-,r;.ﬂ.;ﬂ\,,z;:’

<

BRIt

wle,

o
Lo
e

+
ek

Fl

i

;f;

23

.‘_-';)1‘




3 o uR
GRS

e

S

. . TN o

'

L N

; v
‘w, . f i )
3 3 @!.,'f’&"{}in e

v
Ao,
raty ot

1

‘—4,4




GOVERNANCE

INTRODUCTION
GIC was meorporated in 1981 undler the Sing:
Act and is wholly owned by the Governiment ol Singapore, [t was

ipore Cotnpanies

set up wiily the sole purpose of managing Singapore’s forcign
reserves. GIC invests well over US$100 billion internationally in a
wide vange of asset classes and instruntents, As a rule, G1C invests

outside Singapore,

SOURCE AND PURPOSE OF FUNDS
The lundamenial sources ol the Singapore Governuent’s fundls are
sustained balance of payments surpluses and accumulated nattonal

savings. The pontfolio has grewn as a resull of investment retinns,

With no natural resources o keep the country going in times of
cnsis or severe economic dislocation, these reserves are a nest egg,
a safeguard against unforeseen civcumistances, and a means fo

mitigate shocks that iy hit Stngapore’s smadl and open cconomy.

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

The Constintion of Singapore stipulates a spending rule that
determines how much of the investiment returns on its nel assets
the Government can spend. The spending vule allows up o 50%
ol the long—lcrm expeetee real retum on the net assets managed by
GIC and these owned by the Monetary Authority of Singupore, 1o
be taken into the Government’s annual badget.

THE GOVERNMENT

An Envestiment Mandate rain the Government to GIC sets out ihe
terins of appotntient, investtent objective, investnent horizon, tisk
paramcters anc investmeu guddines 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. It holds
the GIiC Board accountable for the overatl
portfolio performance.

GIC provides monthly and quarterdy reports 1o the Acconniani-
General of Singapore. These reports list the: investent iransactions
excenled, as well as the holdings and bank accoun halances. "The
reports provide detailed perlormance and sk analylics as well as
the distribution of the portlolio by asset class, counny and currency.
Once a year, the management formally incets the Minister for
Finance and s oflicials to report on the risk and pecdormance of
the portfolio 1n the prececling financial year.

THE PRESIDENT OF SINGAPORE

Since 1991, the Constitution of Singapore has provided for the
President of Singapore to he elected cliveetly by Singaporeans
every six years and to exercise discretionary powers to prolect the
reserves-nol accumulated by a government during its current term
of office. Singapare’s President is independent of the Goverment
and must not be a member of any political pacty. This systen
aims o cnsure that the government of the day cannot spend
more than what it has camed during tis term of office, or draw
on past rescrves, without the approval of the President. GIC s
accowtable in various key arcas 1o the President of Singapore
as a Fifili Schedule company. The Constitation cimpowers him
to obiain information to enable him 1o safeguard the counnry's
reserves. No one inay be appointed to or removed from the GIC
Board without lus coneurrence. This additional fayer of control
ensures that the commpany appoints only people of integrity who
are competent and who can be rusted to safeguand these assets.

THE AUDITOR-GENERAL OF SINGAPORE

The Auditor-General, who is appointed by the President of
Singapore, submits an antnal report to the Presicent andl
Parliament on his andit of the Governtient and other hodies
nnanaging public funds.

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

Other companies in the group and the tvestinent holding
compastics are ancied by public accounting firms.

THE GIC BOARD

The Board is nliimately responsible for asser allocation and for the
perforniance of the potfolio under management. It is accountable
to the Governmend for the effective management of the reserves in
accorcdance with the Investinent Mandate, The Board micets al

least twice a vear.



BOARD COMMITTEES

The Board is supported by the invesinent stralugics commitiee,
iwvestinent review couniltee, sk conunitiee, audil commitiee
and the human resource and organization commitec.

Investment Strategies Committee

The investiment siralegies commiltee meets regnlarly 1o review
and eritically evaluate the management’s recommendations on
asscl allocation and new assel classes Lefore the proposed changes
are presented (o the Board for approval. The management
reports to this commitice on the performance of the porifolio.
The committee docs not deciele on specilic deals or how policies

shouldl be implemented.

investment Review Committee

The investment review conumittee oversces GlIC's tnvestment
process and assesses the considerations for large invesimens. Tt
examines the process by which decisions on specific investments
are marle and ensures that they are well-conceived and exceuted.

Risk Committee

The risk commnntice advises the Board on sk matters and provides
broad supervision on the effectiveness of risk management policies
and practices. [ reviews GIC's risk profile as well as significant
risk issues arising froim operations and investiments.

Audit Committee

The audit committee reviews and assesses the adequacy and
eflectivencss of the systery of internal controls, induding bnancial,
operational and compliance controls, and visk management
policies and procedures, It also supervises anel eviluales the
cllectiveness of the internal andit function. The commiitee also
reviews tie integrity of the financial veporting process and other
related disclosues for GIC conpanies, significant ethics violations,
impact of changes in the regulatory and legal environment, and
isstes of franed and hincial losses.

Human Resource and Organization Committee

The husan resource and organization commmitiee evaluates and
approves GIC’s compensation policies for the group and sentor
managenient, suceession planning for key appointments and
oversees orgaizational developiment,

INTERNATIONAL ADVISORY BOARD

The iernational aevismy board provides the GIC Board, board
compntices and management with global and regional perspeciives
ot geopolitical, ccononne and market developments. 1t seeks to

provide acdvice and perspectives on a range of investment-related
matiers, i paniicalar, global nvestiment irends, energing assel

classes and new growlh opporinities.

BOARDS OF ASSET MANAGEMENT COMPANIES

Al three asset management companics are  wholly-owned
suhsicliaries respensible for invesing the pordolio within the
guicelines set out in the Invesiment Mandate, Their boards,
whtich meel at least twice 4 year, oversee fnvesiment strategies of
the asset classes under management and review operations of the
companics within group-wide policies.

GIC MANAGEMENT
The management situchire is relatively [lat, with clear reporting
fines and accountability.

Group Executive Committee

The group executive conmmitice, the highest mianagement body in
GIC, brings together the group’s functional and invesiment heads,
It deliberates on management proposals for investient and risk
issties before these are submittee to the relevant board commitiees
and the GIC Board. This committee also reviews and approves
major personnel and business policies that apply to the entire group.

Group Management Committee

The group managenent conumiltee oversces  organizational
development,  business  and - personnel  maliers  including
suceession planning, talent developiient, compensatton and

PCI'[()I'[IIZII[CC IIIEIIIIIgCHICII[ Processes.

Group Investment Committee

The group investment committee oversces and conrdinates the
investment activities of the group, It focnses on chunges 1o asset
allocation and reviews the risk and performance of the various
asset classes. [t studies business and  iwvestmenn intliatives,
develops broad investment siategies, and deploys the 1eams with
the appropriate investimen skills 1o inplement these strategies.

Group Risk Committee

The group visk comuiitee oversees market, eredit, technology,
operational and regulatory compliance risks, and approves risk
management frameworks and policies refating 1o these nsks. The
commitice brings together members across the group 1o identify and
assuss strategic risk managetent issues thal carry major imphcations
for the company’s investinent stralegies aned operations. I highlights
significant risk ssues to senior management and relevant risk

g(!\'Cl'llilIlCC ])(\(“CS \\'I!Cl'l.‘ l"{.'(lllit'l.‘([.



GIC BOARD AND |
BOARD COMMITTEES

BOARD OF
DIRECTORS

Chairman
LEE HSIEN LOONG

Directors
LIM HNG KIANG

THARMAN SHANMUGARATNAM

TEO CHEE HEAN

HENG SWEE KEAT

DR RICHARD HU TSU TAU
ANG KONG HUA

PETER SEAH LIM HUAT
CHEW CHOON SENG
RAYMOND LIM SIANG KEAT
LIM SIONG GUAN

NG KOK SONG

Senior Advisor
LEE KUAN YEW

INVESTMENT
STRATEGIES
COMMITTEE

Chairman
THARMAN SHANMUGARATNAM

Members
LIM HNG KIANG

TEO CHEE HEAN

HENG SWEE KEAT
ANG KONG HUA

PETER SEAH LIM HUAT

Advisors
SIR HOWARD J DAVIES

DR MARTIN L LEIBOWITZ
G LEONARD BAKER IR

INVESTMENT
REVIEW COMMITTEE

Chairman
PETER SEAH LIM HUAT

Member
ANG KONG HUA

Advisors
G LEONARD BAKER IR

QUAH WEE GHEE

RISK COMMITTEE

Chairman
LIM HNG KIANG

Members
RAYMOND LIM SIANG KEAT

SECK WAl KWONG

Acdvisor
DR MARTIN L LEIBOWITZ

AUDIT COMMITTEE

Chairman
CHEW CHOON SENG

Members
DR RICHARD HU TSU TAU
RAYMOND LIM SIANG KEAT

HUMAN RESOURCE
AND ORGANIZATION
COMMITTEE

Chairman
ANG KONG HUA

Members
DR RICHARD HU TSU TAU

CHEW CHOON SENG

INTERNATIONAL
ADVISORY BOARD

Chairman
LEE KUAN YEW

Deputy Chairman
TEO CHEE HEAN

Members

G LEONARD BAKER JR
LEON BRESSLER

SIR HOWARD J DAVIES
STEVEN J GREEN

DR MARTIN L LEIBOWITZ
DEEPAK PAREKH



GROUP COMMITTEES

GROUP EXECUTIVE GROUP MANAGEMENT  GROUP RISK
COMMITTEE COMMITTEE COMMITTEE
Chairman Chairman Chairman

LIM SIONG GUAN
Group President

Deputy Chairman
NG KOK SONG
Group Chief Investment Officer

Members

LIM CHOW KIAT

Deputy Group Chief Investment Officer
& President, GIC Asset Management

TAY LIM HOCK
President, GIC Special Investments

GOH KOK HUAT
President, GIC Real Estate

DR CHIA TAI TEE
Chief Risk Officer

DR LESLIE TEQ ENG SIPP
Chief Economist & Director,
Economics & Investment Strategy

Advisors

QUAH WEE GHEE

DR TEH KOK PENG
DR SEEK NGEE HUAT

LIM SIONG GUAN
Group President

Members
NG KOK SONG
Group Chief Investment Officer

LIM CHOW KIAT
Deputy Group Chief Investment Officer
& President, GIC Asset Management

TJAY LIM HOCK
President, GIC Special Investments

GOH KOK HUAT
President, GIC Real Estate

DR CHIA TAlI TEE
Chief Risk Officer

GROUP INVESTMENT
COMMITTEE

Chairman
NG KOK SONG
Group Chief Investment Officer

Members

LIM CHOW KIAT

Deputy Group Chief Investment Officer
& President, GIC Asset Management

JAY LIM HOCK
President, GIC Special Investments

GOH KOK HUAT
President, GIC Real Estate

DR LESLIE TEQ ENG SIPP
Chief Economist & Director,
Economics & Investment Strategy

LIM KEE CHONG
Deputy President, GIC Asset Management

DR CHIA TAl TEE
Chief Risk Officer

Members
CHUA LEE MING
General Counsel

DR LESLIE TEO ENG SIPP
Chief Economist & Director,
Economics & Investment Strategy

KWOK WAI KEONG
Glebal Head, Asset Management,
Real Estate

NG KIN SZE
Global Head, Portfolio, Strategy &
Risk Group, Special Investments

ONG HIAN LEONG
Director, Technology

JOYCE TAN SIEW PHENG
Director, Investment Qperations

DEANNA ONG AUN NEE
Director, Finance & Director,
Human Resource & QOrganization

PANG WAI YIN
Director, Risk & Performance
Management

CHOY SIEW KAl
Head, Investment Services, Equities

LEONG WING KWAN
Head, Portfolio Analysis &
Investment Services, Fixed [ncome




Board Committees

Investment Strategies Committee
Investment Review Committee
Risk Committee
Audit Committee

Human Resource & Organization Committee

' CORPORATE
' HEADQUARTERS

International
Advisory Board
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INVESTMENT
GROUPS

OVERSEAS
OEFICES

DR CHIA TAl TEE
Chief Risk Officer

PANG WAI YIN
Risk & Performance
Management

WONG WEI
internal Audit

PUBLIC
MARKETS

LIM CHOW KIAT
President

LIM KEE CHONG
Deputy President

RICHARD CHAN
HIANG NGEE
Asia Pacific Equities

CHEN SOON BIN
Emerging Markets
Non-Asia Equities
TUNG SIEW HOONG
Fixed Income

BETTY TJAY HUI CHOO
External Managers

JIN YUEN YEE
Treasury & Currency
Management

KAM KHAI JIE
Natural Resources

WEE Al NING
Strategic Cross-Asset
Investment

DANIEL JUDGE
Globai Trading

ANTHONY LIM WENG KIN

President (Americas)

LIL DONG

DR LESLIE TEO EN
Chief Economist
Economics & Investn
Strategy

TAN CHOR HWA
Corporate Administre
Infrastructure

DEANNA ONG AUN
Finance

Human Resource &
Organization

REAL
ESTATE

GOH KOK HUAT
President

KWOKX WA! KEONG
Asset Management {
Investments (Asia)

TIA MIYAMOTO
Investments {Americ

CHRISTOPHER M(
Investments (Eurcpe

DAVID DICKINSON
Research & Strategi
Planning

Beijing Office



VIANAGEMENT

? CHIA TAI TEE GOH KOK HUAT LIM CHOW KIAT LIM KEE CHONG DR LESLIE TEQ ENG SIPP
ief Risk Officer President Deputy Group Chief Investment Officer Deputy President Chief Economist
GIC Real Estate President GIC Asset Management Director
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OUR PEOPLE

OVERVIEW

GIC has abowr 1,200 employees rom over 30 countries, Our talent
pool cotnprises both new graduates and accomplished industry
professtonals from a wide variety of academic and industry
backgrounds, We manage iwvestments in more than 40 countries,
from oflices in nine cines. Owr overseas stall are equipped
with local knowledge to cffectively manage ivestments in heir
respective regions, enabling G1C w sty on top of developments
in various imarkets, More than hall of our investinent professionals
are non-Singaporcans.

PEOPLE ARE KEY

People are the meost important assct in GIC,

All GiCians, regardiess of role or location,
work together for the commoen purpose of
investing successfully for Singapore.

We took for people with a drive to learn and who are not alraid
to offer their ideas and perspectives, The GIC Professionals
Programume employs a stringent sclection process to reeruit top
talent from around the world, This one-year programme includes
Jobrotations that help participants gain insights into different arcas
of the organization while undergoing valuable on-the-job training,
Meanwhile, the GIC Internship Prograinme offars promising
undergraduate and posigraduale students a chance 1o get a head-
start in the fund management business before they graduate.

Our clients arc top priotity, which is why we anaintain good industey
stanclards 1 all our praciices and processes — from sotireing and
execuling investinents 1o managing risk and operations - to ensure
the optimal naanagement of diverse asset classes.

At GIC, we operale as one teann By integrating 1he knowledge
and expertise across operations, we can overcome any challenge in
toclay’s dynamic financial landscape.

EMPLOYEE DEVELOPMENT

GIC focuses on developing stall 10 their full porential Ly
providing an environment for continuous learning, A Foundation
Programme at every gracde level ensures that everyone understands
the organization’s values and philosophy. GlCians take charge
of their own clevelopment by participating in - customised
developent conrses, learning conununitics, ane study groups
that atm to inspire new ideas. These intiatives are complemenied
by mentorship programmes where young professionals heneli
from the connsel ol experienced colleagues. Stafl are also
given opportunities to work in different parts of the business
and in various offices 10 broaden their knowledge base ane

globat insighis.

GIC has in place succession planning
programmes that identify and develop
capable leaders across the organization.
We recognise the need for a2 continuing
flow of people who are highly capable
and deeply committed to the sustained
success of the company.

Managing Direciors, who are respected for their competenee in
their individual fields, possess the ability and willingness 1o drive
group-wide mitiatives which contribute 10 G1C’s total business
and performance. We are pleased to announce the appointurent
of six new Managing Directors in 2012; Ravi Balasubramanian,
Suzi Cohen, Daniel Juelge, Lee Kok Sun, Liew Tzu Mi and

Jason Tripli,

INNOVATION AND CONTINUOUS IMPROVEMENT

T order 10 stay nimble and to be beter prepared for the future,
GIC provides sialf with wmany avenues for  continuous
improvement in every aspeel of the business, These avenucs
promote a clture of responsiveness and ereatlvity that hanes
cach professional’s ability 1o identily issues, initate ideas, and

implement innovative solutions.
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GOVERNMERNT OF SINGAPORE INYESTIW.ENT CORPORATION PTE LTD
168 Robinsun Road £37-071 Capitat Tower Singagore 068212
Tet: +65 GRRO 8BB8 Fon: +65 BREG BT 22 WebsIie: www.gIC,00M. 88



