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POLICY TYPE: EXECUTIVE LIMITATIONS

POLICY TITLE: GLOBAL EXECUTIVE CONSTRAINT

The Executive Director shall not cause or allow agmactice, activity, decision, or organizational
circumstance, which is either unlawful under statéederal law, imprudent, or in violation of comnip
accepted business and professional ethics.
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POLICY TYPE: EXECUTIVE LIMITATIONS
POLICY TITLE: TREATMENT OF CONSUMERS

With respect to interactions with consumers, thedakve Director shall not cause or allow condiion
procedures, or decisions, which are unreasonabieh)@rsome, undignified, or unnecessarily intrusive.
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POLICY TYPE: EXECUTIVE LIMITATIONS
POLICY TITLE: TREATMENT OF STAFF

With respect to the treatment of staff, the Exeeuiirector may not cause or allow conditions e
unfair, undignified, disorganized, or unclear.

Accordingly, without limitation by enumeration, tesecutive Director shall not:

1. Operate without written personnel policies,ahhtlarify personnel rules for staff, provide for
effective handling of grievances, and protect agawrongful conditions, such as nepotism
and grossly preferential treatment for personaoesa.

2. Discriminate against any staff member for esgireg an ethical dissent.
3. Fail to acquaint staff with the Executive Direcointerpretation of their protections under
this policy.
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POLICY TYPE: EXECUTIVE LIMITATIONS

POLICY TITLE: BUDGETING

Budgeting for any fiscal year or the remaining pafrtany fiscal year shall not deviate materiallgnfr
Board’s Ends priorities.

Accordingly, without limitation by enumeration, tBecutive Director shall not allow budgeting which

1. Fails to include credible projection of expensseparation of capital and operational items,
and disclosure of planning assumptions.

2. Fails to get approval for staff salary increasabsthe expansion of staff.

3. Fails to include amounts necessary to fund Boagtbgatives during the year set forth in the
Cost of Governance policy.

4, Causes the overall budget or an expense categeryh@ operations or investment budget) to
increase from the previous year's budget by moam thO percent unless the Executive
Director receives approval from the Board.

5. Fails to provide any other information pertainingtie budget as requested by the Board.
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POLICY TYPE: EXECUTIVE LIMITATIONS

POLICY TITLE: FINANCIAL CONDITION AND ACTIVITIES

With respect to the actual, ongoing financial cbadiand activities, the Executive Director shait nause
or allow the development of fiscal jeopardy or atemal deviation of actual expenditures from Board
priorities established in Ends policies.

Accordingly, without limitation by enumeration, te&ecutive Director shall not:

1.

2.

Fail to settle payroll and debts in a timelynmer.

Allow tax payments or other government ordepagments or filings to be overdue or
inaccurately filed.

Operate without written purchasing procedunas are in accordance with generally accepted
practices or make any purchase: (a) wherein ngrmpaldent protection has not been given
against conflict of interest, (b) without havingtaibed comparative prices, or (c) without a
stringent method of assuring the balance of long-tguality and cost.

Acquire, encumber, or dispose off peaperty.
Fail to aggressively pursue receivables afteaaonable grace period.
Fail to abide by the following policy with regam éxternal service providers:

The Executive Director shall advise all externalise providers in writing that the Board of
Trustees has taken the position that it is inappatgoand unethical for any outside service
provider to make any political contribution withetimtent of influencing a purchasing, hiring
or firing decision made at MOSERS and shall proadeopy of this policy to all current
service providers. The Executive Director shabalotify all external service providers that
a violation of this policy may lead to terminatiohemployment or prohibition from hiring.
If the Executive Director has reason to believé this policy may or will be violated by an
external service provider, the Executive Directoalsrequire the external service provider
(including owners and key employees)to disclosétiged contributions made to any
incumbent or candidate for state office in the tast years and shall provide written notice to
the Board in the event the disclosure reveals ady sontributions were so made
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POLICY TYPE: EXECUTIVE LIMITATIONS

POLICY TITLE: EMERGENCY EXECUTIVE DIRECTOR SUCCESSION

|. Executive Director

1.

In order to protect the Board from sudden loss»adttive Director services, the Executive Director
may have no fewer than two other system execufes@diar with Board and Executive Director
issues and processes.

In the event of a vacancy in the position of thedtrive Director, the Board shall employ a search
firm to perform a national search for candidatesuoceed the Executive Director. The Board shall
interview a minimum of three candidates recommenuoledhe search firm as well as any other
candidates the Board as a whole agrees to consiAlecandidates considered by the Board must
meet the qualifications as described in the pasitiescription format (PDF) for the position of
Executive Director on file with the Human ResourCe®rdinator at MOSERS.

In the event of a vacancy in the position of Ex@euDirector, the Board will select a staff member
to serve as the Acting Executive Director respdadir carrying out the Executive Director’s duties
under the governance policies until such time adbtiard selects a new Executive Director and that
person assumes the position on a full time basis.
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POLICY TYPE: EXECUTIVE LIMITATIONS

POLICY TITLE: ASSET PROTECTION

The Executive Director shall not allow corporateseds to be unprotected, inadequately maintained, or
unnecessarily risked.

Accordingly, without limitation by enumeration, tBecutive Director may not:
1. Fail to insure against theft and casualty losggoropriately, as determined by a professional

risk manager and against liability losses to Baasibers, staff, and the organization itself
in an amount greater than the average for commaoabanizations.

2. Subject plant and equipment to improper wedrtear or insufficient maintenance.
3. Unnecessarily expose the organization, its @aarstaff to claims of liability.
4. Receive, process, or disburse funds under asritnat are insufficient to meet the Board-

appointed Auditor's standards.

5. Endanger the organization's public image or crégipparticularly in ways that would hinder
its accomplishment of its mission.
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POLICY TYPE: EXECUTIVE LIMITATIONS

POLICY TITLE: COMPENSATION AND BENEFITS

With respect to employment, compensation, and bsriefemployees, consultants, and contract woykiees
Executive Director shall not act imprudently andalsinot cause or allow jeopardy to public image.
Furthermore, the Executive Director shall not de&hlbcurrent compensation and benefits, which devia
materially from the geographic or professional reaifler the skills employed.

The Executive Director is authorized to adminigiepay plan structure for staff subject to the fwify
limitations:

1.

2.

3.

Effective at the beginning of each fiscal year, Eeecutive Director shall provide a structural
adjustment to the base pay of all staff equal 8 & the increase in the CPI subject to a maximum
of 5% of pay. The Executive Director and the CHhrefestment Officer shall not be eligible to
receive this structural adjustment.

The Executive Director shall administer the perfance management/ incentive compensation
program for Operations staff under the pay propagptoved by the Board at the board meeting held
on June 24, 2004 (and any subsequent amendmer®jheAn eligible employee may receive 4%

of base pay for accomplishment of MOSERS’ perforceambjectives and up to 6% of base pay for
accomplishment of individual performance objectiv€ompensation paid under this program shall
be in the form of a lump sum paid during the lashth of the fiscal year. The compensation paid
under this program shall not increase the basefparyy eligible employee.

The Executive Director shall administer the inoemtompensation program for Investment staff
under the pay proposal approved by the Board dadtiee beginning in calendar year 1999 (and any
subsequent amendments thereto).
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MOSERS GOVERNANCE POLICY

(Adopted September 14, 1999, with amendments throbigNovember 15, 2007)

POLICY TYPE: EXECUTIVE LIMITATIONS

POLICY TITLE: COMMUNICATION AND SUPPORT TO THE BOARD

The Executive Director shall not permit the Boardé uninformed or unsupported in its work.

Accordingly, without limitation by enumeration, tBecutive Director may not:

1.

Neglect to submit monitoring data requiredhry Board (see policy on Monitoring Executive
Director Performance) in a timely, accurate, andewstandable fashion, directly addressing
provisions of Board policies being monitored.

Let the Board be unaware of relevant trendsicipated adverse media coverage, and
material external and internal changes, particulenianges in the assumptions upon which
any Board policy has previously been established.

Fail to advise the Board if, in the Executivieebtor's opinion, the Board is not in compliance
with its own policies on Governance Process andrdB&aecutive Director Linkage,
particularly in the case of Board behavior, whishdetrimental to the work relationship
between the Board and the Executive Director.

Fail to marshal for the Board as many staff extérnal points of view, issues, and options as
needed for fully informed Board choices.

Present information in unnecessarily compleXeogthy form or in a form that fails to
differentiate among information of three types: mtanng, decision preparation, and other.

Fail to provide a mechanism for official Boanéficer, or committee communications.

Fail to deal with the Board as a whole excepenv (a) fulfilling individual requests for
information unrelated to a Board matter, or (bpagling to officers or committees duly
charged by the Board. The Executive Director mayroonicate directly with individual
Board members relating to a Board agenda mattéorgpas he subsequently informs the
other board members of the content of the discassio

Fail to report in a timely manner an actuahoticipated noncompliance with any policy of
the Board.

Fail to report any actual or imminent litigatimvolving the System.
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POLICY TYPE: EXECUTIVE LIMITATIONS

POLICY TITLE:INVESTMENT LIMITATIONS

Pursuant to its authority to delegate functionsngployees of the system under section 104.1069,dR 8
Board hereby delegates to the Executive Directorésponsibility to manage the investment program a
MOSERS subiject to the Investment Policy which iesif the Investment Ends Policy and this Investme
Limitations Policy. Regarding limitations on delégghauthority, the Executive Director may not:

1.

Operate the investment program without an Investingplementation Policy approved by the Chief
Investment Officer (CIO) and the Chief General AgSensultant (CGAC) that is consistent with
these governance policies and outlines the detdilow the overall investment program will be
implemented and monitored.

Allow the CIO to violate fiduciary requirements,nzhtions, and limitations described in Chapter
104, RSMo, and sections 105.687 to 105.689, RSMo.

Allow the CIO to invest the assets of the systena imanner that is inconsistent with the asset
allocation mix and any strategic (within classpedition of the portfolio as approved by the Board
and set forth in the Investment Ends policy.

Fail to have the CIO perform an asset allocatiability study at least every 5 years and to refiat
results of that study to the Board.

Fail to have the CIO evaluate the asset allocationand any strategic (with-in class) allocation of
the portfolio annually and have the CIO reportrémmults of that evaluation to the Board.

Fail to have the CIO provide quarterly investmentf@rmance reports to the Board that show
performance of the total fund and all underlyingei€lasses based on the benchmarks set forté in th
Investment Ends Policies.

Permit the CIO to hire outside service provideecsities lending managers, specialty consultants,
the master custodian, and external money managefading but not limited to external money
managers who may be structured as a public ortprimatity in the form of a partnership, limited
liability company, trust, separately managed actocommmingled account, or some other form of
operational structure in which assets may be hglahbexternal custodian selected and monitored by
the external manager) unless the CGAC agrees tmgvto the proposed hiring action by the CIO
and the Executive Director certifies that the psgmb hiring is in compliance with the Board’s
Investment Policy.

In the event of a hiring, the CIO shall follow aopess that is based on a competitive Request for
Proposal (RFP) with established selection critenikess under the circumstances it is not prudent to
do so. In the event of a hiring, the CIO shalbalsdocument the proposed action by describieg th
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decision-making process, expectations, and ratofal the decision, ii) within 14 days after the
hiring decision is made, prepare a letter of nmtion to the Board of Trustees informing themhef t
action taken, the process, and the rationale @détision including a justification if the CIO didt
follow an RFP process, and iii) enter into a wntntract with the new outside service provider on
a form that has been reviewed by either the ChieinSel or MOSERS’ outside legal counsel.

8. Permit the CIO to terminate an outside service igevas described in paragraph 7, unless the
CGAC agrees in writing to the proposed terminatiction and the Executive Director certifies that
the proposed termination is in compliance with Bward's Investment Policy. In the event of
termination, the CGAC and the CIO must agree ara uhderlying reason for the proposed
termination action must be documented and sharoti@ Board as soon as is practical.

9. Fail to have the CIO monitor the performance of hotil due diligence meetings with all external
money managers at least semi-annually (except digente meetings for multi-year partnership
arrangements that offer less than annual liquihll be held at least annually) unless the Exeeuti
Director provides prior notice to the Board of (BE’s intention to meet less often, or fail to have
the CIO file an annual report to the Board at tloeédnber board meeting confirming such meetings
have been held or noting any exceptions if such tingee have not been held.

10. The Executive Director shall not permit the ClQCatter the strategic (with-in class) allocatiorthie
portfolio within broad bands approved by the Boardess the CIO receives approval from the
CGAC and the Executive Director certifies that¢hange is in compliance with the Board’s policy.

11.Permit the CIO to manage assets internally at MCSERless approval from the Board has been
received prior to implementing any portfolio withime internal investment program. The following
portfolios have been approved as of August 2008adury Inflation Protected Securities (TIPS),
Corporate Bonds, Government Bonds, Real Estatestiment Trusts, S&P 500 Index and Short-term
Investments.

12. Fail to have the CIO monitor the performance of NERS’ internal investment program.

13.Fail to have the CGAC perform semi-annual due eiige meetings of the internally managed
portfolios and report the results of those meetinghe Board.

14.Fail to notify the Board in writing in the eventraember of the internal investment staff has
materially underperformed against an applicablestment benchmark or has been terminated as a
result of underperformance or potentially unlavéctions.

15. Fail to provide an annual report by an externakatiant which evaluates the implementation costs
of the investment program.

16.Cause MOSERS to seek lead plaintiff status inditan arising under federal and state securities
laws, unless MOSERS is among the largest sharaisabdi¢he defendant issuer and service as lead
plaintiff is determined to be in the best interedtthe system.

13
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17. Allow the CIO to make investments that are econaityior socially targeted (ETIs or STIs). For
purposes of definition, ETIs or STIs are investraghtt are selected for the economic and social
benefits they create in addition to the investnrenirn to the employee benefit plan investor. The
following criteria, applicable to any investment]lvalso be applied to investments that might be
classified as ETIs or STls:

* The fiduciary principles of prudence and exclusimgerest of participants will not be
abrogated or modified in order to increase thaetitreness of ETIs or STIs.

» There will be no concession on rate of return. sTheans there will be no hidden subsidies
and that the classic "efficient frontier" test pphkcable: a commensurate unit of return will be
received for each unit of risk incurred.

» All participation should be voluntary on the pafttiee System and should not stem from a
legal or policy mandate.

» [Each ETI or STI will be evaluated using an integofliective process -- that is, each will be
meticulously analyzed solely on its own risk/retaharacteristics. No weight will be given
to redeeming social interests.

» The System will participate only if at least oneestcomparable investor is participating.

* When evaluating an investment, appropriate corediger must be given to the role that the
investment or investment course of action playsgiims of diversification, liquidity, risk and
return) with respect to the entire Investment Bbdfof the System. Consideration should
also be given to alternative investments with simiisks available to the System. The Board
believes this set of investment criteria is in @dmpliance with Section 105.688. RSMo.

18.Fail to have the CIO operate without a rebalan@oticy that requires the CIO to examine and
comply with the broad asset allocation mix on a thigrbasis using the most cost efficient method
that is reasonably possible unless under the cstames it is not possible or prudent to do so in
which case the CIO shall provide written notice axglanation to the Board within a reasonable
period of time.

19. Allow the CIO to use leverage in the fund excepereha specific external service provider has been
given written authorization to utilize leveragethg Executive Director, CIO, and the CGAC, subject
to written guidelines describing its use within thanager’'s governing contract. The use of futures
to rebalance the fund and the use of futures ferefuitization of cash within portfolios is not
considered to be leverage.

20. Allow the CIO to use derivative securities and ketit products including futures, options, swaps,
and forward contracts (and/or combinations of thesguments), and pooled, mutual or segregated
funds that employ derivative and synthetic prodegtsept where a specific external service provider
has been given written authorization to use deveasecurities and synthetic products by the
Executive Director, CIO, and the CGAC, subject tiiten guidelines describing their use within the
manager’s governing contract.

21. Allow the CIO to engage in short sales in the ferdept where a specific external service provider
14
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has been given written authorization to engagéantsales by the Executive Director, CIO, and the
CGAC, subject to written guidelines describing thesie within the manager’s governing contract.

22.Fail to comply with a sunshine law information regtiexcept to the extent the Executive Director or
CIO determines pursuant to a written policy thathstequest requires the release of information that
constitutes a closed record pursuant to sectionl®89, RSMo, or any other provision under state
law. The Board recognizes that the Executive Doreand the CIO must make decisions with regard
to the release of investment records that are yimnal consistent so as to not jeopardize the sistem
ability to implement an investment decision or¢biave an investment objective.

23.Fail to establish policies for securities lendimypxy voting, soft dollar usage, and brokerage
commissions that ensure that the interests ofyisters are adequately protected.

24. Allow MOSERS’ employees and the CGAC to:

* engage in a personal securities transaction basedarmation about a company that is both
material and nonpublic (also known as “insideritrgd,

* engage in a personal securities transaction timé&ake advantage of non- public information
that would favorably affect that person’s persaaurities transaction (also known as “front
running”).

(The CIO shall provide each outside service prauidanaging assets on behalf of MOSERS
with annual notice of the foregoing trading limitets with direction to contact either the
Chief Counsel or the Chief Auditor in the event i@nager has questions or concerns.)

25. Allow the CIO to make investments that are camytto this Anti-Terrorism Investment Policy.

For investments held directly by MOSERS’ odsin bank which can be altered directly without
a manager change, MOSERS will use the Office offtleasury’s Office of Foreign Asset Control
(OFAC) list of sanctioned entities to screen faordast related investments on a monthly basis. In
the event that MOSERS is a direct holder of theisees of an entity on the OFAC sanctioned
list, divestment activities will begin immediately.

Investment staff shall inquire at all manager duiggehce meetings (I) about the risk that
terrorism places on the manager’s portfolio, angdwhat efforts the manager is undertaking to
screen investments for possible terrorist connestitnformation gained in regard to the portfolio
risks related to terrorism will be monitored andaded to the Board semiannually.

Annually, at a Board meeting during the first cal@nquarter, a report will be given to the Board
regarding:

* Any matches of entities on the OFAC sanctionedthst were found and the action
taken.

* Any information collected during due diligence meg$ regarding portfolio risk
15



MOSERS GOVERNANCE POLICY
(Adopted September 14, 1999, with amendments throbigNovember 15, 2007)

related to terrorism.

 Any actions including letters and other corresporcde with federal officials
encouraging proactive federal policy for public pien funds.

* Any changes at the federal level that create amiuiti information that would assist
MOSERS in screening for terrorist activity relatednvestments.

MOSERS will implement an anti-terrorism screengmgcess or service to be provided by either a
third party contract or through MOSERS staff forastments held directly by MOSERS
custodian bank which can be altered directly witreomanager change. This may include the
issuance of a Request for Information (RFI), Regt@sProposal (RFP) and more informal
research. The anti-terrorism screening process praside, at a minimum: the identification of
entities that are reasonably known to be operatiregtly with the government or a government-
controlled agency in sanctioned nations listedney.S. government; and the identification of
entities engaged in the sponsorship of terrorisne Jtaff shall present the response to the Board.
The Board shall vote on the adoption of an antietésm screen.

Upon implementation of an anti-terrorism screen tedeafter, MOSERS shall not hold any
investments that are identified through the appilasaeening process. Any identified stocks
shall be replaced with comparable investments.

This policy is intended to avoid 1) punishing comiga whose activities abroad are supported by
the US government; 2) punishing companies whoseitges abroad do not further terrorism, 3)
unnecessarily harming US companies and jobs; amdmpromising the Board’s fiduciary duties
to the beneficiaries of the System. Recogniziregydizgnamic nature of this issue, annually staff
will evaluate this policy to determine if change=ed to be made to reflect recent developments in
this area. In the event that Staff believes changehis policy are warranted, they will bring the
issue to the attention of the Board for considerati

26. Fail to require the CIO to have individual istraent guidelines describing specific investment
strategies for all investment managers (interndleternal).

27. Administer the College and University definamhtribution plan pursuant to Sections 104.1200 to
104.1215, RSMo, (hereatfter referred to as “the CYBRI the 457 deferred compensation plan/state
match defined contribution plan pursuant to Sestibd5.900 to 105.927, RSMo, (hereafter referred
to as “the deferred compensation plans”) withoidiag to the following stipulations:

» The CIO and CGAC will hire, monitor, and termin@te third-party plan administrators for the
CURP and the deferred compensation plans undsathe procedures applicable to other service
providers under this Investment Limitations policy.

» The CIO and/or CGAC will monitor the performanceaofd hold due diligence meetings with all
external service providers for the CURP and deflecmpensation plans annually and report the
results of those meetings to the board. The CI® @BAC may delegate the due diligence
meetings to appropriate MOSERS and CGAC staff.

16



MOSERS GOVERNANCE POLICY
(Adopted September 14, 1999, with amendments throbigNovember 15, 2007)

» The CIO and CGAC shall have authority to selectitlvestment structure for participants of the
CURP and the deferred compensation plans provitedttucture selected is designed to allow
participants to build a diversified investment paid at a competitive price. The executive
director must certify that the proposed structange icompliance with this Investment Limitations

policy.

* The investment structure may include the MOSERS fmtrtfolio or subsets of the MOSERS
portfolio subject to the following requirements:

1. The assets and income are held and invested inlieowg with Subsection 2 of Section
105.915, RSMo,

2. The CIO and CGAC agree in writing to the investnagttons,

3. The executive director certifies that the propossdstment options are in compliance with
this Investment Limitations policy,

4. The offering will not negatively impact the poteatperformance of the MOSERS defined
benefit plan portfolio, and

5. Staff obtains board approval of the proposed imrest structure prior to implementation.

* The investment structure may include newly creatéetnally managed portfolios designed to
track a diversified basket of market indices sulfj@the following requirements:

1. The assets and income are held and invested inlieog with Subsection 2 of Section
105.915, RSMo,

2. The CIO and CGAC agree in writing to the markeedasternally managed index portfolios,

3. The executive director certifies that the proposedstment options are in compliance with
this Investment Limitations policy,

4. The market based internally managed index porfolovide a cost savings to plan
participants relative to vendor provided manageexyportfolios,

5. The market based internally managed index portfaffierings will not negatively impact the
potential performance of the MOSERS defined bepeiitfolio, and

6. The CGAC holds annual due diligence meetings ofritexnally managed offerings that are
made available to plan participants and reportseblts of those meetings to the board.

28. Permit the CIO to alter the policy benchmaréted in the Investment Ends Policy without prior
approval from the board.

In the event any of the limitations described iis tholicy are violated, it is the responsibility thfe
Executive Director and/or the CIO to report thelation or exception to the Board in a timely fashio
along with a detailed explanation of the violatiand action being proposed or taken to remedy the
situation.

17



MOSERS GOVERNANCE POLICY
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POLICY TYPE: GOVERNANCE PROCESS

POLICY TITLE: GLOBAL GOVERNANCE COMMITMENT

The purpose of the Board, on behalf of the memémetsbeneficiaries, is to see that MOSERS: (1) aekie

appropriate results for appropriate persons atpgnogriate cost, and (2) avoids unacceptable actol
situations.

18



MOSERS GOVERNANCE POLICY
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POLICY TYPE: GOVERNANCE PROCESS

POLICY TITLE: GOVERNING STYLE

The Board will govern with an emphasis on: (1) aravvision rather than an internal preoccupati@p, (
encouragement of diversity in viewpoints, (3) €gat leadership more than administrative deta)l.c{dar
distinction of Board and Chief Executive roles, ¢b)lective rather than individual decisions, (8¢ future
rather than past or present, and (7) proactivéherahan reactivity.

Accordingly:

1. The Board will cultivate a sense of group resality. The Board, not the staff, will be
responsible for excellence in governing. The Baetlbe the initiator of policy, not merely a
reactor to staff initiatives. The Board may usedkpertise of individual members to enhance
the ability of the Board as a body, rather thasubstitute the individual’s judgments for the
Board's values.

2. The Board will direct, control, and inspire thrganization through the careful establishment
of broad written policies reflecting the Board'dues and perspectives. The Board's major
policy focus will be on the intended long-term imfgaoutside the organization, not on the
administrative or programmatic means of attainimggse effects.

3. The Board will enforce upon itself whatevercgifine is needed to govern with excellence.
Discipline will apply to matters such as attendampreparation for meetings, policymaking
principles, respect of roles, and ensuring theicoahce of governance capability.

4. Continual Board development will include oregidan of new Board members in the Board's
governance process and periodic Board discussiprooéss improvement.

5. The Board will allow no officer, individual, @ommittee of the Board to hinder or be an
excuse for not fulfilling its commitments.

6. Unless directed otherwise by the Board, the Etkee Director, the Chief Counsel, the
Board Secretary, and MOSERS’ staff/current serpiceiders selected by the Executive
Director shall attend executive session during arBaneeting. The Board may also allow
members of the public to attend relevant portidnsxecutive session, including a board
member’s individual staff, if the Board believes fherson will aid the Board in its
deliberation of a specific issue and will mainttie confidentiality of all such
deliberations.
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POLICY TYPE: GOVERNANCE PROCESS

POLICY TITLE: BOARD JOB DESCRIPTION

Specific job outputs of the Board, as an informgdr of the members and beneficiaries, are thaae th
ensure appropriate organizational performance.

Accordingly:
1. The Board will produce the link between theamigation, members, and beneficiaries.
2. The Board will produce written governing paithat at the broadest levels address each
category of organizational decision.

A. Ends Organizational products, impacts, benefits, ques recipients, and their
relative worth (what good for which recipients dtavcost).

B. Executive Limitations Constraints on executive authority that estatifghprudence
and ethics boundaries within which all executivévdg and decisions must take
place.

C. Governance ProcessSpecification of how the Board conceives, caroes and
monitors its own task.

D. Board-Executive Director Linkage How power is delegated and its proper use
monitored; the Executive Director role, authorégd accountability.

3. The Board will produce assurance of Executiredior performance (against policies in 2a

and 2b).
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POLICY TYPE: GOVERNANCE PROCESS

POLICY TITLE: AGENDA PLANNING

To accomplish its job products with a governangke stonsistent with Board policies, the Board ollow
an agenda which: (a) completes a re-exploratiokrafs policies annually and (b) continually improves
Board performance through Board education and legdicnput and deliberation.

1. The cycle will conclude each year on the lesy df December, so that administrative
planning and budgeting can be based on accomgishione-year segment of the Board’s
most recent statement of long-term Ends.

2. The cycle will start with the Board’s developrhef its agenda for the next year.

A. Governance education and education relaté&htts determination, (e.g. presentations by
futurists, demographers, advocacy groups, staff) efll be arranged in the first quarter,
to be held during the balance of the year.

3. Executive Director monitoring will be included the agenda if monitoring reports show
policy violations or if policy criteria are to leebated.

4, Executive Director remuneration will be decideea# review of monitoring reports received
in the last year during the month of November.

5. Any individual Board member who wants to raise ssue to be placed on the agenda
should notify the Chairman of the Board who in twili make a determination as to
whether or not to put the item on the agenda ohthe Board meeting.

6. Any individual Board member who wants to propasgange to the system’s governance
policies shall submit draft text of the proposedrue to the Chair and the Executive
Director at least two weeks in advance of the boaedting at which the individual Board
member wants it to be considered. The Executivedbor will immediately distribute the
draft to all other board members and establishaalldee for submission of comments,
guestions, or proposed changes. If alternativguage is submitted, staff will prepare
additional draft documents, highlighting the chanfyem the original and indicating who
submitted it. Staff will also provide side commebelieved to be relevant to the issue.
All versions available will be distributed to thedrd via the board packet at least one
week in advance of the board meeting at which thtenis to be considered. This
process is intended to provide all Board membetis an adequate opportunity to consider
proposed changes offered by any Board member fari@board meeting. The process
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will not preclude the Board from making amendmeatany governance policy during a
board meeting.
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MOSERS GOVERNANCE POLICY
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POLICY TYPE: GOVERNANCE PROCESS

POLICY TITLE : CHAIRPERSON'S ROLE

The Chairperson assures the integrity of the Begricess and, secondarily, occasionally represeats
Board to outside parties.

Accordingly:
1. The job result of the Chairperson is that tbarl behaves consistently with its own rules and
those legitimately imposed upon it from outsidedrganization.
A. Meeting discussion content will be only thassues, which according to Board
policy, clearly belong to the Board to decide, thet Executive Director.
B. Deliberation will be fair, open, and thorougiut also timely, orderly, and kept to the
point.
2. The authority of the Chairperson consists irkinga decisions, which fall within topics

covered by Board policies on Governance ProcessBaadd-Executive Director Linkage,
with the exception of: (a) employment or terminated a Executive Director, and (b) where
the Board specifically delegates portions of thigharity to others. The Chairperson is
authorized to use any reasonable interpretatidinegbrovisions in these policies.

A. The Chairperson is empowered to chair Boarcetimgs with all the commonly
accepted power of that position (e.g., ruling, gggzing).

B. The Chairperson has no authority to make @emsabout policies created by the
Board within Ends and Executive Limitations poligreas. Therefore, the
Chairperson has no authority to supervise or direcExecutive Director.

C. The Chairperson may represent the Board tsidmujparties in announcing Board-
stated positions and in stating Chair decisions iatelpretations within the area
delegated to her or him.

D. The Chairperson rdaiegate this authority but remains accountablédarse.
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MOSERS GOVERNANCE POLICY
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POLICY TYPE: GOVERNANCE PROCESS

POLICY TITLE: BOARD MEMBERS' CODE OF CONDUCT

The Board commits itself and its members to ethlmasinesslike, and lawful conduct, including propse
of authority and appropriate decorum when actinBaad members. Accordingly:

1. Members must have loyalty to the ownership, undeiatl by loyalties to staff, other
organizations, and any personal interest as a nw@ISU

2. “All property, money, funds, investments, aights which shall belong to, or be available for
expenditure or use by, the System shall be dedi¢atand held in trust for the members and for
the purposes as described in chapters 104, 287 R&Mo, and no other.” Section 104.440.1,

RSMo.

3. Members must avoid conflict of interest witspect to their fiduciary responsibility.

A.

There will be no self-dealing or business bynamber and the organization. No
trustee or employee of the System shall receivegamy, political contribution, or
profit from any funds or transaction of the Systaxcept benefits from interest in
investments common to all members, if entitledeteer

When the Board is to decide upon an issugjtallbich a member has an unavoidable
conflict of interest, that member shall disclose tonflict to the Board and absent
herself or himself from not only the vote, but dison the deliberation.

Board members will not use their Board pogitto obtain employment in the
organization for themselves, family members, orsel@ssociates. Except by the
unanimous vote of the Board, no person who hasdemg a Trustee of the Board
may become an employee of the System until foursykave expired between the
date of his or her resignation, termination, oreotiemoval as Trustee and the date of
his or her appointment as an employee of the System

Any trustee or employee accepting anyuisgtpolitical contribution, or compensation
for the purpose of influencing his action with respto the investment of the funds of
the System shall thereby forfeit his office andaofdition thereto be subject to the
penalties prescribed for bribery.

If a former Board member or employee ofghstem is employed by a current system
service provider, it shall not impact the Boardissimess relationship with that firm
provided no conflict of interest exists and no &t@n of law occurs as a result of
such employment.
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4, Board members may not attempt to exercise isha@ authority over the organization except
as explicitly set forth in Board policies.

A. Members interaction with the Executive Dirgcto staff must recognize the lack of
authority vested in individuals, except when exthidoard authorized.

B. Members interaction with public, press, oreotlentities must recognize the same
limitation and the inability of any Board memberdpeak for the Board, except to
repeat explicitly stated Board decisions.

C. Members will not make individual judgments of Extee Director or staff
performance.
D. Board members will not advise System members ogfimaries regarding individual

benefit amounts.
5. Members will respect the confidentiality apprafe to issues of a sensitive nature.

6. Members will be properly prepared for Boardlukstation.
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POLICY TYPE: GOVERNANCE PROCESS

POLICY TITLE: BOARD COMMITTEE PRINCIPLES

Board committees, when used, will be assigned $0 esnforce the wholeness of the Board’s job smés
never to interfere with delegation from Board te@Eixtive Director.

Accordingly:

1.

Board committees are to help the Board dmhisnot to help or advise the staff. Committees
ordinarily will assist the Board by preparing pglialternatives and implications for Board
deliberation. In keeping with the Board’'s broadsrus, Board committees will normally not
have direct dealings with current staff operations.

Board committees may not speak or act for thar@® except when formally given such
authority for specific and time-limited purposdsxpectations and authority will be carefully
stated in order not to conflict with authority dgg¢ed to the Executive Director.

Board committees cannot exercise authority stadf. Because the Executive Director works
for the full Board, he or she will not be requiredobtain approval of a Board committee

before an executive action.

Board committees are to avoid over-identifmatwith organizational parts rather than the
whole. Therefore, a Board committee which has lietpe Board create policy on some topic
will not be used to monitor organizational perfono@on that same subject.

This policy applies to any group, which is fedrby Board action, whether or not it is called

a committee and regardless whether the group iesl@ard members. It does not apply to
committees formed under the authority of the ExeeuDirector.
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POLICY TYPE: GOVERNANCE PROCESS
POLICY TITLE: BOARD COMMITTEE STRUCTURE

A committee is a Board committee only if its exigte and charge come from the Board, regardless of
whether Board members sit on the committee. ThgBoard committees are those which are set forth
in this policy. Unless otherwise stated, a congritteases to exist as soon as its task is complete.
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POLICY TYPE: GOVERNANCE PROCESS

POLICY TITLE: COST OF GOVERNANCE

Because poor governance costs more than learniggviern well, the Board will invest in its goverican

capacity.
Accordingly:

1.

Board skills, methods, and supports will bdisigint to assure governing with excellence.

Retirement boards have a clear and ongoing neadftsmation on how best to manage
their operations, exercise their investment fumsj@nd generally carry out their fiduciary
responsibilities. Adoption of best practices iseffiective way to assure that the board is
operating in accordance to fiduciary duty. In tighthe constantly changing nature of
pensions, ongoing education is necessary to maiofato-date knowledge of investment
strategies and governance practices, and edudatiba most effective way to achieve
change. In connection with Section 105.666, RSiM@ board has established the
following as its board member education prograreffact beginning on and after January
1, 2008:

Within ninety days of assuming the position of MG&Etrustee, new board members
will meet with the executive director, the depukgeutive director of investments, and
the deputy executive director of operations. Idigoh, new board members will also
meet with the chief legal counsel and the chieftaud During those meetings, new
board members will be oriented on all of the itetascribed in the curriculum required
under Section 105.666, RSMo. Board members vab abceive trustee orientation
material and website information that describejetail, all aspects of the
administration of MOSERS.

A board member who has served one or more yeat bghin compliance with the
annual requirement under Section 105.666, RSMoicfwik to attend two continuing
education programs beginning in 2008) if the baaainber attends at least two of the
following each calendar year:

« MOSERS annual board retreat

* The Missouri Association of Public Employees’ Retirent System (MAPERS)
annual education conference - usually held in July

» The National Association of State Retirement Adstiaitors (NASRA) annual
conference - usually held in August

« A MOSERS due diligence visit with a money managensultant, or other
service provider (a schedule of due diligence mestis available on the board’s
website)
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* Any other conference designed to educate publisiparadministrators and
trustees

Any board member who anticipates not being in caanpk with paragraph 2 of this
policy shall notify the board chairperson. Theigberson in turn, in consultation
with the executive director, will assist the boardmber in arranging for the activity
required to achieve compliance. If the chairperaticipates not being in
compliance with paragraph 2 of this policy, theigherson shall consult with the
executive director who will assist the chairpersoarranging for the activity required
to achieve compliance.

Outside monitoring assistance will be arrangethe Board can exercise confident
control over organizational performance. Thisugs, but is not limited to, financial
audits.

Outreach mechanisms will be used, as needeshstare the Board'’s ability to listen
to member viewpoints and values.

Costs will be prudently incurred, though nothet expense of endangering the
development and maintenance of superior capabilitye budget shall annually include
adequate amounts for (a) Board training, inclugitigndance at conferences and
workshops, (b) audit and other third-party monitgrof organizational performance, and
(c) surveys, focus groups, opinion analyses, anetingecosts. With regard to costs
associated with Board education, the Board placest galue on each Board member
obtaining education on all aspects of system adimation. The Board also considers
participation by Board members in regularly schedudite visits of investment managers
to be a form of education. The Board recognizesrtteanbers will be required to travel to
meet the Board’s expectation in this regard. Tioeee Board members are encouraged
and authorized to travel for this and other edocati purposes. The Executive Director
shall continue to provide information to all mendbwith regard to educational
opportunities. The Board secretary shall maintdwgeof all trips taken by Board
members based on the travel arrangements madafby Bhe log shall be made available
to any Board member upon request.
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POLICY TYPE: BOARD-EXECUTIVE DIRECTOR LINKAGE

POLICY TITLE: GLOBAL GOVERNANCE-MANAGEMENT CONNECTION

The Board’s official connection to the operatiomaganization, its achievements, and conduct will be
through a Chief Executive Officer, titled Executiidrector. The only exceptions will relate to tGaief
Auditor, Chief Counsel, Chief Investment OfficendaChief General Asset Consultant whose connectmons
the Board will be described respectively in theigyotitles: “Chief Auditor Connection,” “Chief Cowsel
Connection,” “Chief Investment Officer Connectioayid “Chief General Asset Consultant Connection.”

30



MOSERS GOVERNANCE POLICY

(Adopted September 14, 1999, with amendments throbigNovember 15, 2007)

POLICY TYPE: BOARD-EXECUTIVE DIRECTOR LINKAGE

POLICY TITLE: UNITY OF CONTROL

Only officially passed motions of the Board areding on the Executive Director.

Accordingly:

1.

Decisions or instructions of individual Boam&mbers, officers, or committees are not
binding on the Executive Director, except in ims&s when the Board has specifically

authorized such exercise of authority.

In the case of Board members or committees reaugestiormation or assistance without
Board authorization, the Executive Director carusef such requests that require, in the
Executive Director’s opinion, a material amountstdff time, funds, or is disruptive. (The
exception would be when such request is in conmeetith the Board member’s capacity as
a member of the System and such request woulddponmded to for any member of the

System.)
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POLICY TYPE: BOARD-EXECUTIVE DIRECTOR LINKAGE

POLICY TITLE: ACCOUNTABILITY OF THE EXECUTIVE DIRECTOR

The Executive Director is the Board’s only linkdperational achievement and conduct, so that all
authority and accountability of staff, as far as Board is concerned, is considered the authonitly a
accountability of the Executive Director.

Accordingly:
1. The Board will never give instructions to persavho report directly or indirectly to the
Executive Director, except as provided underdhsslicies.
2. The Board will refrain from evaluating, eitfermally or informally, any staff other than
the Executive Director.
3. The Board will view Executive Director performareeidentical to organizational

performance, so that organizational accomplishroeBbard stated Ends and avoidance
of Board proscribed means will be viewed as suéokEsecutive Director performance.
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POLICY TYPE: BOARD-EXECUTIVE DIRECTOR LINKAGE

POLICY TITLE: DELEGATION TO THE EXECUTIVE DIRECTOR

The Board will instruct the Executive Director thgh written policies, which prescribe the organorsl
Ends to be achieved, and describe organizaticaltsins and actions to be avoided, allowing theckkve
Director to use any reasonable interpretation @etpolicies.

Accordingly:

1. The Board will develop policies instructinggtBxecutive Director to achieve certain
results at a specified cost. These policies wlbbveloped systematically from the broadest,
most general level to more defined levels, andlvéltalled Ends policies.

2. The Board will develop policies, which limitethiatitude the Executive Director may
exercise in choosing the organizational means. sd&hpolicies will be developed
systematically from the broadest, most general levenore defined levels, and they will be
called Executive Limitations policies.

3. As long as the Executive Director usey reasonable interpretatioof the Board’s
Ends and Executive Limitations policies, the ExeeuDirector is authorized to establish all
further policies, make all decisions, take all @usi, establish all practices, and develop all
activities.

4. The Board may change its Ends and Executivetdtions policies, thereby shifting
the boundary between Board and Executive Directonains. By doing so, the Board
changes the latitude of choice given to the Exeeuliirector. But as long as any particular
delegation is in place, the Board will respect augbport the Executive Director’s choices.
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MOSERS GOVERNANCE POLICY

POLICY TYPE: BOARD-EXECUTIVE DIRECTOR LINKAGE

Systematic and rigorous monitoring of Executiveebior job performance will be solely against the
expected Executive Director job outputs: orgamra accomplishment of Board policies on Ends, and
organizational operation within the boundariestdstiaed in Board policies on Executive Limitations.

Accordingly:

POLICY TITLE: MONITORING EXECUTIVE DIRECTOR PERFORMANCE

|. General Procedures

1.

Monitoring is simply to determine the degreeMuch Board policies are being met. Data
that does not do this will not be considered maimtpdata.

The Board will acquire monitoring data by omenwore of four methods: (a) by Internal
report, in which the Executive Director disclosempliance information to the Board, (b) by
External report, in which an external, disinterddterd party selected by the Board assesses
compliance with Board policies, (c) by report frtime Chief Auditor.

In every case, the standard for compliance dimlhny reasonable Executive Director
interpretationof the Board policy being monitored.

All policies that instruct the Executive Directwill be monitored at a frequency and by a
method chosen by the Board. The Board can maaitpipolicy at any time by any method,
but will ordinarily depend on a routine schedule.

Policy Method Frequency
Treatment of Consumers Internal Annually
Treatment of Staff Internal Annually
Financial Planning/Budgeting Internal Quarterl
Financial Condition & Activities Internal Quastly
Emergency Exec. Dir. Succession Internal Aripual
Compensation & Benefits Internal Annually
Communication & Support Internal Annually
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1. Specific Procedures for Reviewing Executive Linnitas

1. Global Executive Constraint

* Exception Report by Chief Auditor and Chief Counsalde to the Board immediately
following the discovery of potential violation dfg policy.

2. Treatment of Consumers

* Annual Report made by the Executive Director, whoatlines efforts to satisfy the policy
requirement. The report should also cover thevalg areas: communications, satisfaction
surveys, consumer complaints, evaluation of effeckess of the phone system (include
telephone statistics), and any other pertinentrimétion.

3. Treatment of Staff

* Annual Report made by the Executive Director thatioes efforts to satisfy policy
requirement. The report should also cover thevalhg areas: maintenance of written
personnel policy, staff grievances, turnover raig, surveys, and any other pertinent
information.

4, Budgeting

» Exception Report by Executive Director at the rieaéird meeting if Executive Director
anticipates additional expenses in excess of 1€epéepof the overall budget or an expense
category (i.e. the operations or investment budgety unscheduled salary increases, or the
unscheduled expansion of staff. (Unscheduled dedwany salary increases or staff expansion
not included in the Board approved budget.)

5. Financial Condition and Activities

* Exception Report by the Chief Auditor following thescovery of potential violation of the
policy.

* Annual Report by the Executive Director, which méb efforts to satisfy policy
requirements.

6. Emergency Executive Director Succession
» Exception Report by Executive Director at the rieaéird meeting if Executive Director
anticipates changing the organizational structur@ imanner that eliminates the position of the
Deputy Executive Director/Chief Operations Offieerd/or the Deputy Executive
Director/Chief Investment Officer.
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7. Asset Protection

» Annual Report by the Insurance/ Risk Manager Cdastthat outlines efforts to satisfy
policy requirement.

» Exception Report by Chief Auditor if Executive Dater allows improper wear and tear or
insufficient maintenance of plant and equipmenpenmits improper controls of funds under
the policy. The report shall be made at the nedrB meeting following discovery of the
condition.

» Exception Report by Chief Counsel if Executive Dice unnecessarily exposes the
System to claims of liability. The report shallinade at the next Board meeting following
the discovery of condition.

8. Compensation and Benefits

* Annual Report by the Executive Director outlinitg results of a salary survey. Salary
surveys should be performed at least every othar. ye

9. Communication and Support to the Board

» Exception Report by Executive Director at the riéa&ird meeting if Executive Director
anticipates any problem satisfying the policy reguients.

10. Investment Limitations

* Exception Report by the Executive Director and/bre€Iinvestment Officer if policy violated
along with a detailed explanation of the violatiand action being proposed or taken to
remedy the situation.

*Unless otherwise stipulated by the Board, annepbrts by the Executive Director will be mailed
to each Board member by no later than Septembéeedaoh year. The Board will consider the
report as part of its evaluation of the ExecutiveeBtor’s performance at the November Board
meeting.

*In addition to the Exception report requirementtlioed above, the Chief Counsel and the Chief
Auditor will issue an annual Exception report, whigill be mailed to each Board member by no
later than September 1 of each year. The Boatctwnisider those reports as part of its evaluation
of the Executive Director’s performance at the Nuober Board meeting.

36



MOSERS GOVERNANCE POLICY

(Adopted September 14, 1999, with amendments throbigNovember 15, 2007)

Specific Procedures for reviewing Executive Dire&erformance with regard to the Achievement of
Ends Policies

1. Investments

* Quarterly, the CIO will submit a report to the Bd@ddressing the System’s success or
lack thereof in accomplishing the investment “enolaSed on the benchmarks described within
this policy at the total fund level and asset classls. This report will also include a summatfy o
due diligence meetings held throughout the quaatea,will also provide the Board with a brief
commentary by the CIO and/or CGAC which summaribeg thoughts on the market and key
strategic decisions made in the quarter along jugtification for those decisions

* Annual Report during the third quarter by outsidesultant evaluating implementation
costs of Investment program.

2. Benefits

» Annual Report at the September Board meeting b¥eeutive Director, which outlines
efforts to satisfy specific policy requirements.

3. Legislation

» Report by the Executive Director at the next Baaekting summarizing staff response
(technical and fiscal information) to proposed $tafion.

4. Sound Actuarial Condition

» Annual Report at the September Board meeting bAtteary (reference: Board rules 2-
17 and 3-15 contain procedures for selection afaagt Beginning 2003, the Executive Director
shall retain an independent actuarial firm to penf@an actuarial audit at least every 5 years in
order to evaluate the actuarial firm that is cutlseproviding actuarial services to the Board and
report the results of that audit to the Board Bbard meeting held during the first quarter of that
year. The Executive Director may recommend chatmé#se contract with the actuarial firm that
is currently providing actuarial services to theaBbor the issuance of a request for proposal from
additional actuarial firms based on the informatoavided in the actuarial audit report, or
whenever the Executive Director determines it israpriate to do so.)

Tentative Schedule for Review Required by the Guaece Policies

(See Appendix A)
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POLICY TYPE: BOARD-EXECUTIVE DIRECTOR LINKAGE

POLICY TITLE: CHIEF AUDITOR CONNECTION

A direct, but limited, access to the Board by aeCAuditor is an exception to the exclusive rolgre CEO
in connecting governance and management.

Connection:

1.

The Chief Auditor's sole access to the Board is $abmission of reports specifically
requested by the Board or for submission of awgports that the Chief Auditor believes
should be reviewed by the Board.

A. On a routine basis, the Chief Auditor is to subminitoring data on Board policies at
a frequency established in the Board policy “Momitg Executive Director
Performance.”

B. The Chief Auditor is to offer his or her opinion tiee Board if, in the view of the
Chief Auditor, any action of the Executive Directrother staff is either illegal or in
violation of any policy.

The Chief Auditor in all other ways, except as dote Section 3 below, is subject to the

Executive Director's management authority oversadiff and has no direct access to the
Board, except to report that in his or her judgméme Executive Director is impeding the

exercise of the Chief Auditor’s official access described in Section 1 of this policy or

seeking to inappropriately influence the conternthef Chief Auditor’s reporting admpairing

the independence of the Chief Auditor.

In the event the Executive Director intends to teate or suspend the employment of the
Chief Auditor, the Executive Director shall provithee Board with two weeks advance notice
prior to the effective date of the termination asgension. (With appropriate notice to the
Board, the Executive Director may suspend the eynpdmt of the Chief Auditor with pay
prior to the effective date of termination.) ThgeEutive Director will communicate the
reason for such termination or suspension in a mamdom distributed to each Board
member that explains the rationale for such actibhe Board may elect to investigate the
basis for the termination or suspension as it deappopriate under the circumstances
including, but not limited to, interviewing the Eogive Director, the Chief Auditor, or any
other employee or person. The Board may also lestainy timeframe for the investigation
deemed appropriate under the circumstances arad theeExecutive Director to refrain from
implementing such termination or suspension penitiaggompletion of such investigation.
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POLICY TYPE: BOARD-EXECUTIVE DIRECTOR LINKAGE

POLICY TITLE: CHIEF AUDITOR CONNECTION

The Chief Auditor has specific responsibilitiesateig to the governance process. Those respatistil
include, but are not limited to, the following:

Responsibilities:

1. The chief auditor, or an external cotailselected by the chief auditor, shall issueaiuation
to the Board at least once every five years or wherpolicy benchmarks are changed, reporting
on the accuracy and appropriateness of the investpodicy benchmarks being utilized to gauge
the performance of the investment program. In &aldithe chief auditor shall annually perform a
review of the accuracy of the policy and strateggdhmark calculations.

2. The chief auditor, or an external consultant sekbtty the chief auditor or the executive director,
shall issue an annual report regarding the indepeee] viability, and performance of the chief
general asset consultant (CGAC).

3. The chief auditor shall conduct audits of all inedty managed portfolios and file audit reports
with the board. The timing and scope of such awglitdl be determined by the chief auditor based
upon a properly completed risk assessment. Thedoofrany such audit reports shall be
determined by the chief auditor after consultinghwhe executive director and CIO.

4. The chief auditor shall prepare an annual inteandlit plan that describes the audits and reviews
planned for the upcoming fiscal year. The annu@rimal audit plan shall be based on a properly
completed risk assessment. A brief listing of pkothaudits and reviews shall be presented to the
board during the March board meeting in executessmn, in order to solicit audit concerns
expressed by the board members. The annual aaditsplll be prepared by the chief auditor and
presented to the board and the executive directonglthe executive session of the June board
meeting for consideration and approval. The exeeutirector shall receive a copy of the audit
plan one month in advance of the June board meefmy material changes to the current audit
plan shall be approved in the same manner.

5. The chief auditor shall communicate with the exaéauditors after each annual financial
statement audit to determine if the external auslitcish to discuss any issues with the board
during the executive session of the November boseedting. Such meeting with the external
auditors, if requested by either the Board or ttter@al auditors, will include only the board
members, board secretary, and the external audiidre board shall also receive a copy of any
management letters (which generally describe autdmmmendations to improve the internal
control structure) prepared by the external auslitmd any applicable memos from staff that
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provide responses to the auditor’s concerns armahreendations.

All other duties and responsibilities shall be digsx in the Internal Audit Charter. The Internal
Audit Charter shall be prepared by the chief audifter consultation with the Executive Director
and shall be approved by the executive directaardohair, chief auditor, and internal auditor.
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POLICY TYPE: BOARD-EXECUTIVE DIRECTOR LINKAGE

POLICY TITLE: CHIEF COUNSEL CONNECTION

A direct, but limited, access to the Board by Cl@elinsel is an exception to the exclusive roldhefCEO
in connecting governance and management.

1.

The Chief Counsel’s sole access to the Board isdbmission of opinions specifically requested by
the Board. The Chief Counsel is also authorizétdr aonsultation with the Executive Director, to
bring legal issues to the attention of the Board.

If the Chief Counsel has reason to believe thataatipn or proposed action of the Board, a Board
member, the Executive Director, or other staff ithez illegal or in violation of a MOSERS
Governance Policy, the Chief Counsel shall provite Board with an opinion with regard to the
specific matter.

The Chief Counsel in all other ways is subject® Executive Director's managerial authority over
all staff and has no direct access to the Boakmbas provided in this policy.

In the event the Executive Director intends to teate or suspend the employment of the Chief
Counsel, the Executive Director shall provide tluai8l with two weeks advance notice prior to the
effective date of the termination or suspensionitt{\&ppropriate notice to the Board, the Executive
Director may suspend the employment of the ChiairSel with pay prior to the effective date of
termination.) The Executive Director will commuasiie the reason for such termination or
suspension in a memorandum distributed to eachdBo@mber that explains the rationale for such
action. The Board may elect to investigate thasbias the termination or suspension as it deems
appropriate under the circumstances including, rmtt limited to, interviewing the Executive
Director, the Chief Counsel, or any other emplogeg@erson. The Board may also establish any
timeframe for the investigation deemed appropugider the circumstances and direct the Executive
Director to refrain from implementing such termioator suspension pending the completion of such
investigation.

Chief Counsel shall direct all legal matterstgaing to potential or actual litigation to Ouwtsi
Legal Counsel retained by the Board and devel@tegres in conjunction with the Outside Legal
Counsel to resolve all such matters. The ChiefrSell Outside Legal Counsel, and Special
Outside Legal Counsel shall keep the Board appo$edl potential and actual litigation.

The Executive Director is authorized to ret8jpecial Outside Legal Counsel to assist in legal
issues pertaining to specialty areas such as tdxruestment matters if the Executive Director
determines that those legal services could be geavimore efficiently by such counsel. In that
event, the Chief Counsel shall direct related legatters to the Special Outside Legal Counsel.
The Executive Director shall notify the Board withi4 days after hiring or terminating Special
Outside Legal Counsel and inform the Board of Hienale for the action taken.
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7. Chief Counsel shall monitor the performancarad review all billing statements from the Outside
Legal Counsel and Special Outside Legal Counsel.
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POLICY TYPE: BOARD-EXECUTIVE DIRECTOR LINKAGE

POLICY TITLE: CHIEF INVESTMENT OFFICER CONNECTION

A direct, but limited, link to the Board by the @hinvestment Office (CIO) is an exception to tlelesive
role of the Executive Director in connecting gowrce and management.

1. The CIO’s sole access to the Board is for submisgib investment reports, information or
communications required by these policies, and aiiner information or opinions specifically
requested by the Board with regard to the investmegram.

2. The CIO in all other ways is subject to the ExamuDirector’s decisions made in accordance with
the Executive Director’s responsibilities undersgngovernance policies.

3. The CIO may be employed through a written contoativeen the Executive Director, the Board, and
the CIO.

4. The CIO shall monitor the performance of and revabilling statements from the CGAC and

all other outside service providers (external momesnagers, securities lending managers,
specialty consultants, and the master custodiaehsare accuracy.
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POLICY TYPE: BOARD-EXECUTIVE DIRECTOR LINKAGE

POLICY TITLE: CHIEF GENERAL ASSET CONSULTANT CONNECTION

The Chief General Asset Consultant (CGAC) servegeumontract at the pleasure of the Board. The
contract shall outline certain reporting requiretaapplicable to the CGAC related to the oversajithe
investment program. The Executive Director shadiuee that the contract between the Board and @&CC
includes in addition to other mutually agreed totcactual requirements, at least the following:

¢ Upon learning of an issue that the CGAC believaraserial regarding deviation from prudence,
objectivity, guideline adherence or any other mratteconcern involving Staff, the CGAC is to
express that concern in writing to the ExecutiveeBlior and provide the Chair of the Board with a
copy. The Executive Director will have three besisa days to respond to the issues identified by the
CGAC. Copies of his or her response will be serihée CGAC and the Chair.

¢ If the CGAC believes the issue warrants immediat®ma, he or she must make this clear in the
original correspondence and, in addition, recomnaatibn to be taken. In this instance, a concerted
effort must be made by the CGAC to contact the Bd&zrair, by phone, at the time the original
correspondence is sent, in order to provide a Veldscription of the issue, the proposed actiod, an
the justification for both.

¢ Upon receipt of the Executive Director’s resporike,Chair and the CGAC will review the response
at the earliest practical time and determine tlop@r course of action. As determined by the Chair
and the CGAC, Board members will be contactediff @doncluded that further immediate action is
required.
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POLICY TITLE: PURPOSE

The purpose of MOSERS is to provide retirementyigar, disability, and life insurance benefits ts i
members.

THE MISSION OF MOSERS IS: TO EXCEED CUSTOMER EXPECTATIONS BY PROVIDING
OUTSTANDING BENEFIT SERVICES THROUGH PROFESSIONAL P LAN ADMINISTRATION
AND SOUND INVESTMENT PRACTICES.

Achievement of this mission will result in MOSERS&ig a premier retirement system as evidenced by:

MEMBER BENEFITS: Providing retirement benefits gidnning services to enhance the quality of bie f
members, and

QUALITY SERVICE: Striving to exceed the servicepextations of members, employers, and associates
Through

FIDUCIARY RESPONSIBILITY: Safeguarding membershdincial retirement security using ethical and
professional business practices, and

FINANCIAL PERFORMANCE: Improving funding through rygent investments and resource
management,

By

EMPOWERMENT OF ASSOCIATES: Enabling associateadbthrough the delegation of authority and
the acceptance of accountability, and

ORGANIZATION RENEWAL: Enhancing MOSERS’ future bgontinually acquiring, sharing, and
implementing new knowledge.
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POLICY TYPE: ENDS

POLICWITLE: INVESTMENTS

THE INVESTMENT “ENDS™:

This policy defines the desired outcome of the stiveent program. It will be the board’s respongipil
to carry out the following duties with the assistaf staff:

1. Develop a Real RetuttObjectives (RRO) that will:

i. Keep contribution rates reasonably level over Ipegiods of time absent changes in actuarial
assumptions.

il. Maintain contribution rates consistent with histatilevels ranging from 8% to 12% of covered
payroll subject to and recognizing that changesemadhe law or actuarial assumptions will
affect contribution rates.

2. Establish an asset allocation policy that is exgeetd meet the RRO while minimizing the impact of
the fund’s volatility on the contribution rate. c®adary considerations include, but are not limited
the expected rate of return for each asset clhssexpected risk of each asset class, the cooelati
between rates of return among the asset classgshannvestment objectives and risk constraints of
the fund.

3. Monitor costs associated with the efficient implenagion of the asset allocation through the use of
internal and external resources.

REAL RETURN OBJECTIVE:

Based on actuarial assumptions adopted by the bwar8eptember 20, 2001, it is estimated that the
portfolio must generate a compound annual reatmetn invested assets of 5% per anfimorder for

the System to accumulate the assets needed tdoeresfit obligations while at the same time maintegn

a level percent of payroll contribution rate objeetof 8% to 12% based on the analysis of curresé
and liabilities as of that date.

! The real return objective is the rate by whichtttal return exceeds the inflation rate as meashyetie Consumer Price Index, U.S. City
Average for All Urban Consumers (CPI-U).

2 The board recognizes that the estimated requirgidate of return will likely need to exceed tH6é &ctuarial required rate of return. The
additional return is necessary to cover operatimjyrabalancing expenses. For further details esetlassumptions, please consult the

February 2002 Value Added.
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POLICY AND STRATEGY ASSET ALLOCATION MIX:

Based on the board’s determination of the apprtgpnigk tolerance for the System, and its long-term
return expectations, it has chosen the followirmpdrAsset Allocation Policy Mix: (this mix was adeg
at the July 20, 2007, board meeting)

POLICY MIX PERCENT OF

TOTAL FUND
Public Equity Investments 45%
Public Debt Investments 30%
Alternative Investments 25%

The board has granted the chief investment offi€é®) the responsibility for establishing the sbgit
(sub-asset class) allocation of the portfolio withiroad ranges approved by the board. The CIO will
make strategic allocation decisions away from tbkcp benchmark weight subject to approval from the
chief general asset consultant (CGAC) with cedifen from the executive director (ED) that the ropa

is in compliance with the board’s policy. Basedeowariety of considerations, the board has seldtte
strategic (sub-asset class) allocation rangesataiallowable. These ranges are outlined in thke ta
shown below. In addition, this table outlines gaicy benchmarks and the policy benchmark weights
which will be used to measure performance.

Asset Class Policy Benchmark Allocation Policy Benchmark
Weight Range

PUBLIC EQUITY 45.0% MSCI ACWI
Domestic Equity Benchmark weight +/-10%

International Developed Ety Benchmark weight +/- 10%
Emerging Markets Equity Benchmark weight +/- 5%

PUBLIC DEBT 30.0% Blended Return
Core Fixed Income 10.0% 5.0% - 15.0% Lehman Aggregate
TIPS 10.0% 5.0% - 15.0% Lehman TIPS
High Yield 5.0% 0.0% - 10.0% Lehman High Yield
Market Neutral 5.0% 0.0% - 10.0% T-Bills + 4%

ALTERNATIVES 25% Blended Return
Real Assets 15.0% 10.0% - 20.0%6 Blended R&turn

Commaodities 3.0% GSCI

Timber 6.0% NCREIF Timber

REITS/Private RE 6.0% Wilshire REITs
Private Investments 10.0% 5.0% - 15.090 S&P 500 + 3%

Private Equity 7.5%

Private Debt 2.5%

! The public equity sub-asset class target allonatare not static weights. The weights float bagszh capitalization of the MSCI ACWI

benchmark.

2The policy benchmark is based upon the blendir@3(!, NCREIF Timber, and Wilshire REITs at theitippbenchmark weights.
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COMPONENTS OF INVESTMENT RETURN:

Investment return is comprised of two componentsaknas “beta” and “alpha.” Beta return is the metu
generated from exposure to the policy sub-clagsdsate have identified in the above table. Betarneis
thought of as the market return for the sub-clasgiestion and is identified by the policy benchimaklpha
return is generated as a result of manager skith@stment decisions made that add or detracevalative

to the policy benchmark. The following paragraplesine each component’s respective role within the
portfolio.

Beta Exposures:

The policy weights outlined in the above table espnt policy exposures to various markets we have
defined as sub-asset classes. It is also appt®poidhink of these sub-asset classes as exptustiie
beta component of the return equation. (As cugreapproved, there are two sub-asset classes,
specifically the market neutral and private deltt-asset classes, that have attached to them alutabso
return component (for example, the 4% componeiitBills + 4% benchmark for market neutral) which

is more appropriately defined as alpha; howeverptoposes of our policy, these absolute percestage
will be viewed as beta.) What follows are deswipd of each sub-asset class, their purpose in the
overall portfolio, and more specifically, the typesinvestments that would be expected to be made
within the sub-asset class according to a mutudkeratanding between the investment management
group (staff) and the board.

Public Equity

Domestic Equity: This sub-asset class seeks to provide a combinatiolong-term capital
appreciation and dividend income that is expeategkteed the rate of inflation. It is expected tha
investments in this class will perform well duripgriods of rising economic growth and/or falling
inflation. Investments in this sub-asset class malude a variety of U.S. stock investments with
varying characteristics related to market cap#diltn and investment style including long/short
hedged equity

International Developed Equity: This sub-asset class seeks to provide long-termtatap
appreciation and dividend income that in aggregeteexpected to exceed the rate of inflation. It is
expected that investments in this sub-asset cldissesform well during periods of rising economic
growth and/or falling inflation. Investments ingdftategory will be made through a diverse group of
strategies varying in size, investment style, arndosure to opportunities in a large group of
developed countries including long/short hedgedtyqu

Emerging Markets Equity: This sub-asset class seeks to provide long-teritatappreciation in
excess of inflation primarily through non-U.S. dguinvestments in countries outside of those
included in the MSCI EAFE Index. Because of thghbr growth rates in these countries, higher
returns are expected. Investments may rangeen(lsime-, mid-, small-, and micro-cap stocks) and
style (growth and value) and be both long and short
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Public Debt

Core Fixed Income: This sub-asset class is designed to provide aeaircurrent income and to
reduce overall fund volatility. In addition, it expected that investments in this category would
perform well in periods of falling inflation. Ingéments within this category may include U.S.
Treasuries, agencies, mortgage-backed securitgsgt-backed securities, and investment grade
corporate securities (i.e. bonds with a credit iquahting no less than BBB) and international
investment grade securities. Shorting is expeictehis portfolio from time to time as necessary to
rebalance the overall fund

Treasury Inflation Protected Securities (TIPS): This sub-asset class is designed to provide a
source of current income to the portfolio, whileyding a hedge for the inflation sensitivity okth
system’s liabilities. TIPS are fully guaranteedtbg full faith and credit of the U.S. governmentia
are highly liquid. Additionally, the specific gutihes for the TIPS portfolio allows for the indlus

of a small portion (a maximum of 10%) of non-guéead securities that must also be structured to
provide inflation protection but may be of agencyality or corporates of AAA or AA credit quality.
Other instruments which are allowable holdings niagiude international inflation protected
securities, nominal treasuries, swaps, forwardraots, and inflation futures; however, it is expelct
that these types of securities will never make opagority of this category.

High Yield Bonds: This sub-asset class seeks to provide capital eppos within the portfolio
through investment in below investment grade deistriments and debt considered to be
“opportunistic” in nature. Generally, it is expedtthat securities in this bucket will be in “cuntre
pay” status with superior coupon cash flow becaigbe lower credit quality bias. Investments in
this portfolio may include non-investment gradetdagtboth U.S. and non-U.S. issuers.

Market Neutral: This sub-asset class provides diversification ®ttital portfolio and strives to
reduce total fund volatility. The reasoning behinid sub-asset class being positioned within publi
debt is not that all of its exposure will be to tetstruments, but, more importantly that it wit b
expected to have lower volatility (standard dewiatiand similar returns over long periods of time t
other public debt investments. This area will il investments in a group of skill-based managers
using a variety of strategies to produce absoleterms of 4% in excess of the return on 90-day
Treasury Bills. At any given point in time, themiber of managers and types of investments and
strategies being utilized may include the entirgense of available investment options. In additio

a variety of marketable alternative strategies bwwtilized within this sub-asset class includingf,

not limited to hedged equity, convertible arbitrageent driven, relative value, global fixed
income/currencies, managed futures, and commadities
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Alternative Investments

Real Assets: This sub-asset class is expected to perform welkeitods of rising inflation. There are
several types of real asset investments that maycheled in this sub-asset type. The most common
are outlined below and comprise our blended bendhmBlowever, from time to time other real
assets may be identified that do not fit nicelyione of these buckets. In these instances it is
expected that the investment will be assessed baped its risk, return, and diversification
characteristics relative to the buckets identiied only made if it is expected that the assetivgs

the overall risk adjusted return of the portfolio.

* Real Estate- would be expected to provide a relatively high legt income and provide
diversification to the overall fund. Real estateludes real estate investment trusts (REITS),
opportunistic real estate funds, direct real estaldings, and mezzanine debt investments.

» Commodities- would be expected to provide superior returnenduperiods of unexpected
inflation. Investments in this category might und#$ a variety of derivative instruments including
futures, total return swaps, options, and forwasdtmacts, as this is how most commodities
exposure is obtained. It is also possible that dategory might include limited partnerships
and/or commodity trading advisors (CTAs) who segbosure to various types of commodities
and commodity-related investments, including @ls,gand other energy investments.

* Timber - would be expected to be very illiquid and long temmature. Timber is expected to
earn real returns equal to traditional equity itwvents with volatility in between stocks and
bonds over long periods of time. Beta exposurdhigisub-asset class will include timberland
and related assets in both the United States aadywbal basis.

Private Investments: This sub-asset class is expected to generate étigims with commensurately
high risk. Generally, private investments are loegn and illiquid in nature. The most common
types of investments in this sub-asset class amtiftbd below; however, from time to time other
private investments may be identified that do nbticely into one of these buckets. In these
instances, it is expected that the investment hall assessed based upon its risk, return, and
diversification characteristics relative to the ketadentified and only made if it is expected ttine
asset improves the overall risk adjusted retuth@portfolio.

» Private Equity- would be expected to provide high real retummsrdong periods of time
while providing additional diversification to therfd even though it is understood that the
diversification benefit is likely due to the lack market pricing on these investments as
opposed to a “true” diversification characterigiicthese investments. Investments in this
category are expected to be very illiquid and léegn in nature. Investments in this
category include corporate buyout, venture capiaigd opportunistic/special situations.
These opportunities may be identified domestiaailgn a global basis.

» Private Debt -would be expected to provide equity-like returggphbrchasing debt securities
to gain controlling interest in companies at a ificgmt discount to fair value. Investments
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include debt instruments of U.S. and internati@oahpanies which may be publicly traded or
privately held that are financially distressed anel either in bankruptcy or likely candidates
for bankruptcy. Typical holdings are senior antdasdinated debt instruments and bank
loans. Equity exposure is acceptable in this ssetaclass as debt positions are often
converted to equity during the bankruptcy reorgaion process.

Allowable Investments in all Sub-Asset Classes (BeExposures):

As it pertains to the above referenced sub-asasses within MOSERS’ portfolio, beta exposure
may be gained through investments in derivativerungents including, but not limited to futures,
forward contracts, swaps, and options per the tefreach manager’s specific governing documents
and in accordance with the limitations outlined tins governance policy under “Investment
Limitations.” In addition to derivative instrumanteverage may be utilized in the implementatibn o
these sub-asset classes in accordance with eachgemanspecific governing documents and in
keeping with the investment limitations outlinedtims policy. Additional investments which are
allowed include exchange traded funds (ETFs), wésraights, convertible bonds, and preferred
stock. Currency hedges may also be used for nllew@&xposures within each respective asset class
as outlined in each manager’'s governing documenbng/short investment strategies may also be
employed per the terms of the Investment Limitatidefined in this governance policy; however,
from a beta perspective, the predominance of lbogistrategies would be expected to exist within
the domestic equity and market neutral sub-classes.

In addition to the instruments outlined in the gaaph above, for every sub-asset class, a variety o
investment structures may be utilized dependinghennature of a particular investment. Per the

terms of the investment limitations outlined irstpolicy, these structures may include mutual funds

partnerships, limited liability companies, trudtsd-of funds, and separately managed accounts in
which assets may be held by an external custodiem is/ selected and monitored by the external

manager or general partner.

Alpha Strateqgies:

A variety of implementation strategies may be usedapturing alpha (skill-based manager returns)
within the portfolio. These strategies include hbdtaditional active management strategies and
marketable alternative market neutral strategMarketable alternative strategies may be usedrasde
both the CIO and CGAC are convinced that theseéegies exhibit little to no market exposure. Thke u
of investment instruments available to these masagebroad, covering a variety of investment types
and strategies across numerous asset classesiaking implementation decisions related to the alph
component of the portfolio, staff may utilize amydaall investment tools so long as they are defined
each manager’s governing documents and are cawigid accordance with the Investment Limitations
spelled out in this policy.

PERFORMANCE MEASUREMENT:

The System’s success in achieving the RRO will tvelyevaluated over long time periods. The reasothé
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long-term focus on this objective is to preclude thmptation to overreact to events in the maraegpthat
have no relevance in long-term asset/liability nge@maent. The resulting dilemma is the conflictingahéo
evaluate investment policy implementation decisiover shorter time frames while maintaining theglem
term focus necessary to manage and measure the pertbrmance relative to the RRO.

To address this problem, the board has establibleddllowing categories to measure performance:

1. Board Policy Decisions
2. CIO Decisions
a. Strategy Decisions
b. Implementation Decisions

Board Decisions

The value added through Board Policy decisions éasared by the difference between the Policy
Benchmark return and the Required Rate of Returjedie (defined as Real Return Objective +
Inflation). This difference captures the value edtldy the board through their broad policy asset
allocation decisions relative to the required ratereturn objective necessary to meet the actuarial
assumptions. A Policy Benchmark return greaten th@ Required Rate of Return Objective reflects
value added through board decisions. A Policy Berark return less than the Required Rate of Return
Objective reflects losses or shortfalls in perfano®in funding the liabilities of the system. Téeslicy
decisions are measured over long periods of time.

CIO Decisions
There are two components to the CIO decisionsatfeatnonitored by the Board on an ongoing basis:
Strategy Decisions:

Strategy Decisions are sub-asset class assettalochoices made by the CIO, with approval from
the CGAC to deviate from the Policy Benchmark wesglnd a certification from the ED that the
proposed deviation is in compliance with the baaldvestment Policy. The value added through
these decisions to overweight and/or underweigksehsub-asset classes is measured by the
difference between the Strategy Benchmark retudnttae Policy Benchmark return. This difference
captures the value added by the CIO through sudi-alsss strategic decisions relative to the beard’
broad policy allocation decisions. A Strategy Benark return greater than the Policy Benchmark
return reflects value added through the with-irsglallocation decisions. A Strategy Benchmark
return less than the Policy Benchmark return refléosses to the fund’s performance based upon
strategy decisions. Strategy decisions shoulddzesared over all periods of time.

Implementation Decisions:

Implementation Decisions are money manager setectioices made by the CIO with the approval
of the CGAC and a certification by the ED that fneposed manager selection choices are in
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compliance with the board’s Investment Policy. Tadue added through these manager selection
decisions is measured by the difference betweenAtttaal Portfolio return and the Strategy
Benchmark return. This difference captures theevaldded through these manager hiring decisions.
An Actual Portfolio return greater than the Strgt@&gnchmark return reflects value added through
these manager selection decisions. An Actual dlimrtfeturn less than the Strategy Benchmark
return reflects losses to the fund’'s performancesetha upon implementation decisions.
Implementation decisions should be measured ovpeabds of time.

PERIODIC REPORTS:

The board will monitor performance through periotgports that will allow assessment of broad policy
decision, strategic (with-in class) allocation demns, and implementation decisions. All perforoean
shall be calculated using time-weighted rate afrretmethodology.

>

Quarterly, the CIO will submit a report to the bsbaddressing the System’s success or lack thameof i
accomplishing the investment “ends” based on tmel@arks described within this policy at the total
fund level and asset class levels. This repottalsb include a summary of due diligence meetings
held throughout the quarter, and will also prouide board with a brief commentary by the CIO
and/or CGAC which summarizes their thoughts omtlagket and key strategic decisions made in the
guarter along with justification for those decison

Not less often than every five years, a formal @ssleility study will be conducted. In the intanrj

the CIO shall submit an opinion to the Board oraanual basis, at the first board meeting following
the beginning of the new fiscal year that addreisesontinued prudence of the current asset mix in
achieving the RRO.

Annually, a representative of Cost Effectivenesadleement or another external consultant shall

report to the board regarding the System’s suazeksk thereof in minimizing implementation cost
without negatively impacting performance.
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POLICY TYPE: ENDS

POLICY TITLE: MEMBER BENEFITS

The “ends” to be achieved through the benefits attgred by MOSERS consist of:

Benefit plan structure issues

* To maintain a benefit plan structure, which is exadly competitive with the marketplace, internally
equitable, and consistent with the state’s goallofving career state employees to maintain a
reasonable standard of living at retirement.

Member service issues

* To ensure that members receive high quality sefvice MOSERS'’ staff.

* To enhance services to all members.

» To provide training programs that meet the needsuoinembers across multiple age ranges.

Communications issues

* To provide members with access to information alloeitenefits administered by MOSERS in a
cost-effective and timely manner.

* To ensure that members receive updates on plamgekdhat are individualized and are distributed
effectively.

Administrative issues

» To ensure that benefit recipients receive theinpats in a cost effective and timely manner.

* To ensure the security and accuracy of memberdscor
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POLICY TYPE: ENDS

POLICY TITLE: LEGISLATION

To fulfill its mission and to provide consisteneyits policies, the MOSERS' Board of Trustees hgreb
adopts the following Ends Policy with respect tgiséation. In adopting this policy, the Board
acknowledges its responsibility to perform its datfor the exclusive purposes of providing benédits
participants and their beneficiaries, and defraysapgonable expenses of administering the Systeen. T
Board further acknowledges that its duty to thet&@wss participants and beneficiaries takes precsglen
over any other duty.

Advocate/Activist - In this role, staff will support:

* Proposals which give the Board increased flexipititits administration;

* Proposals which provide remedies for inequitabtéa or discriminatory benefits;

» Proposals which correct structural deficiencieprimgram design;

» Retirement program changes developed through abmothtive effort where the opinions of all
relevant stakeholders are considered and the chaltgeot otherwise conflict with the system’s
objectives;

* Proposals which add protection to the trust;

Information Source — In this role, staff will be awailable for technical commentary but will remain
neutral and take no position on:

* Proposals which do not significantly affect the éf@rinterests of our stakeholders and which do
NOT significantly impact MOSERS’ benefits or thenadistration of the System;
» Proposals which have conflicting policy implicatspn

Protector: Act when MOSERS is threatened, when manates are proposed, or when limitations to
the Board's authority would result. In this role, staff will oppose:

* Proposals which threaten the Trust;

* Proposals which deprive members of vested berafdsdo not provide an equivalent,
compensating benefit;

* Any change which would endanger the tax-exempustat MOSERS and the deferred treatment
of income tax on employer contributions and relaachings;

* Any investment mandate or restriction on the Bagard/estment authority;

» Proposals which create a benefit change for a sedpaey within a member classification;

* Proposals which reduce or limit the Board's adniaisre authority;

Technical Advisor: Staff will review all proposed legislation which fiacts programs administered by
MOSERS and provide technical comments and fiséainmation to the sponsor and the appropriate
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legislative oversight agencies. Beyond that, staffoffer alternatives and provide an unbiasedlgsis,
including the pros and cons of proposals, when@ppate.

NOTE: "Stakeholders" means those people or entitieshave an interest in the performance of the
System, i.e., customers (members, beneficiarigseaploying agencies), the legislative, executaral
judicial branches of state government, and theaygears.

This Ends Policy is intended to provide managerstif with general policy guidance in formulating
positions on legislative proposals and in no wandbithe MOSERS’ Board of Trustees from adopting a
differing policy position on any specific legishadi proposal presented for Board consideration.

IMPLEMENTATION: Subject to budgetary approval thetboard of trustees, the executive director
may, in connection with this policy, retain an eoyge(s) or the services of a governmental relations
consultant or firm of such consultants for assisganith interaction with members of the general
assembly and the administration.
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POLICY TYPE: ENDS

POLICY TITLE: SOUND ACTUARIAL CONDITION

The ends to be maintained from an actuarial stantipce as follows:

To collect contributions based on contribution sateat have been determined by a qualified actoasgd
on assumptions, which are reasonable in relatidortg-term plan experience. The contribution rates
determined are intended to remain relatively lageh percent of payroll from generation to genamadif
Missouri citizens and comply with standards proratéd by the American Academy of Actuaries and
Governmental Accounting Standards Board.

(reference: Board rules 2-17 and 3-15 containgmarces for selection of actuary: Beginning 2008, t
Executive Director shall retain an independentacal firm to perform an actuarial audit at leastry 5
years in order to evaluate the actuarial firm thaurrently providing actuarial services to theaBband
report the results of that audit to the Board Bbard meeting held during the first quarter of tyeedr.
The Executive Director may recommend changes taahéact with the actuarial firm that is currently
providing actuarial services to the Board or ttsai@ce of a request for proposal from additionala@l
firms based on the information provided in the agfl audit report, or whenever the Executive Cimec
determines it is appropriate to do so.)
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POLICY TYPE: ENDS

POLICY TITLE: RULEMAKING

The Ends to be achieved with regard to the proniolgaf rules are as follows:

To promulgate rules as necessary and in accordetitsection 104.1063, RSMo, to implement statates
to provide members with adequate notice of stagienefit provisions.
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APPENDIX A
SCHEDULE FOR 2008 BOARD MEETINGS and RELATED MAILIN GS

January 17, 2008 1:00 p.m.
Action Items:
» Election of Officers
» Deferred Compensation Items (tentative)
* Audit Services Renewal
* Legislative Items (tentative)
Governance Requirements:
* Investment Performance Report
Executive Session

January mailings:

Investment Managers Due Diligence Reports

Mailed as Part of Board Meeting Packagdut Not Included on Meeting Agenda:
* Value Added
* Operations Outlook

March 20, 2008 1:00 p.m.
Action Items:
» Deferred Compensation Items (tentative)
* Experience Study
* Actuary Audit Report
* Legislative Iltems (tentative)
Governance Requirements:
e Quarterly Investments “Ends” Report
» External Investment Consultant Report on Internslgnaged Portfolios (verbal)
Executive Session:
» Office of Internal Audit List of Proposed Audits@rojects
* Quarterly and Annual Anti-Terrorism Investment Repo

February or March Mailings:
Investment Managers Due Diligence Reports (inclgdixternal investment consultant on
IMAS)
Mailed as Part of Board Meeting Package but Not Inkeided on Meeting Agenda:
* Value Added
* Operations Outlook

June 19, 2008 9:00 a.m.
Action Items:
» Deferred Compensation Items (tentative)
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* Review and Adoption of FY2009 Budget

* Legislative Items (tentative)
Governance Requirements:

* Quarterly Investments “Ends” Report

» Internal Auditor Report on the Chief General AsSensultant Performance
Executive Session:

* Quarterly Anti-Terrorism Report
* Approve Internal Audit Plan

Mailings:

FYO09 Proposed Budget

Life Insurance and Long-Term Disability Programa@atant Report

Investment Managers Due Diligence Reports

CURP Due Diligence Report

Mailed as Part of Board Meeting Package but Not Inkeided on Meeting Agenda
* Value Added
* Operations Outlook

July 10& 11, 2008 (1 ¥ days) Board Meeting/Retreat

September 18, 2008 9:00 a.m.
Action Items:
» Deferred Compensation Items (tentative)
* Adopt FY 2010 Contribution Rates/Review Assumpiiates
Governance Requirements:
* CEM Benefit Administration Report
* CEM Investment Report
* Annual Chief Investment Officer Asset Allocation et
* Quarterly Investment “Ends” Report
Executive Session:

* Quarterly Anti-Terrorism Report

Mailings:
Investment Managers Due Diligence Reports (inclgdxternal investment consultant on
IMAS)
Chief Auditors Report on Investment Benchmarks Badormance Calculations
Annual Executive Director Report (Due September 1)
Chief Counsel Exception Report (Due September 1)
Chief Auditor Exception Report(Due September 1)
Mailed as Part of Board Meeting Package but Not Inkeided on Meeting Agenda:
* Value Added
* Operations Outlook
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November 20, 2008 9:00 a.m.
Action Items:
» Deferred Compensation Items (tentative)
* Annual Report Confirming Due Diligence Meeting Regments
* Review of Ends Policies
» Affirmative Action Policy Report
» 2009 Board Meeting Schedule
» Legislative Program Report for Next Year (tentafive
Governance Requirements:
* Quarterly Investment “Ends” Report
Executive Session:
* Quarterly Anti-Terrorism Report

Mailings:

Investment Due Diligence Reports

Mailed as Part of Board Meeting Package but Not Inkeided on Meeting Agenda
Value Added

Operations Outlook

* Life and Ltd board rules:

5-1 Procurement by Contract (Life insurance)

Under the authority granted by sections 104.517184d1072, RSMo, the board has
elected to procure life insurance by contract thgroa group policy issued by an insurance
company licensed in the state of Missouri.

5-2 Procurement Procedures (Life insurance)

The following information shall be provided at aippble intervals, referenced below, to
the Board at a Board meeting held during the secquoiagter of each year:

(A) The Insurance/Risk Manager Consultant shaliselthe board annually of the
conditions of the life insurance marketplace an@tiér or not rates have changed
significantly.

(B) Beginning in 2003, the Insurance/Risk Managensultant and MOSERS' staff shall
conduct periodic due diligence meetings with theilsurance provider at least every
three years in order to analyze plan design, cust@ervice, and rate issues. The
Consultant and MOSERS' staff will summarize thelifigs of these meetings in a report to
the Board.

(C) The Executive Director may recommend to therBa@hanges to the life insurance
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contract or the issuance of a request for progosial additional insurers:

« based on the information provided to the Board utts rule, or

- whenever the Executive Director determines it jsrapriate to do so.
6-1 Procurement by Contract (Ltd insurance)

Under the authority granted by sections 104.518184d1075, RSMo, the board has
elected to procure long-term disability coveragecbgtract through a group policy issued
by an insurance company licensed in the state esddiri.

6-2 Procurement Procedures (Ltd insurance)

The following information shall be provided at appble intervals, referenced below, to
the Board at a Board meeting held during the secquoiagter of each year:

(A) The Insurance/Risk Manager Consultant shalisalthe board of the conditions of the
long-term disability insurance marketplace and Wwaebr not rates have changed
significantly.

(B) The Deputy Executive Director Chief Operati@igicer shall regularly survey
members regarding general long-term disability iasae service issues and report the
results of that survey to the Board.

(C) Beginning in 2003, the Insurance/Risk Managenstiitant and MOSERS' staff shall
conduct periodic due diligence meetings with theglkterm disability insurance provider at
least every three years in order to analyze plaigdecustomer service, and rate issues.
The Consultant and MOSERS' staff will summarizefithéings of these meetings in a
report to the Board.

(D) The Executive Director may recommend to therBadnanges to the long-term
disability insurance contract or the issuance i@ cuiest for proposal from additional
insurers:

« based on the information provided to the Board uttis rule, or

- whenever the Executive Director determines it jsrapriate to do so.
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