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During 1997, the Virginia Retirement System (VRS) implemented arevised asset allocation structure
based on minimum and maximum percentages of fund assets. These are: public equity (55 percent
minimum), domestic equity (45 percent minimum), international equity (35 percent maximum), fixed
income (20 percent minimum), and alternative investmentsin private equity and real estate (15 percent
maximum). Strategic targets have a so been adopted.

Inanefforttoinvest pensionfund assetsinthemost cost-effectivemanner, VRSisincreasingitsreliance
on passive management strategies, and on internal management of assets by its own professional
investment staff:

* 59 percent of domestic equity and 48 percent of international equity investments are managed
passively.

* 40 percent of fixed income and 20 percent of domestic equity investments are managed
internally.

Total VRS investment management expenses as a percentage of total assets under management have
decreased over the past three years, from 0.34 percent during FY 1995 to 0.29 percent during FY 1997.
Passively-managed domestic equity assets are the least expensive for VRS to manage, with fees equal
to 0.01 percent of assets. Private equity investments are the most expensive, with fees equal to 2.03
percent of assets during FY 1997.

Profile: Virginia Retirement System | nvestments

Market Value of Assets: $286 billion ‘ Total Return on | nvetments ‘

Number of External Managers: 77 | (Time Periods Ending 9/30/97)
Number of External I nvestment Accounts, 10years | 5years 3years | 1year
Direct Investments, and Partner ships: 158 11.8%  14.8%  20.6% 26.8%

FY 1997 Investment Expenses: $75.8 Million
Number of VRS Investment Staff: 24 positions (2 vacancies)

I nvestment Policy Indicator s (asof september 30, 1997)

Asset Allocation Where | nvested Type of Management
(% of Total Assetsor $ Amount) (% of Asset Class) (% of Asset Class)
Asset Class Target Actual Domestic International Active Passive
Public Equity 66% 65.5% 79% 21% 43% 57%
Fixed Income 25% 24.6% 97% 3% 60% 40%
Private Equity | $12Billion $122Billion 92% 8% 100% 0%
Real Estate $1.2Billion  $1.17Billion 100% 0% 45% 55%
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