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Texas Senate Bill 322
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The Longview Firemen’s Relief and Retirement Fund

Disclosure by Independent Firm

The evaluation should include the following disclosures by the independent firm:
1) a summary outlining the qualifications of the firm;

Robert Harrell Incorporated (RHI) was founded in 1991 by Robert and Sandra Larsen
Harrell as an independent, SEC-registered advisory firm serving the needs of institutions,
including public and private defined-benefit plans. RH], located in Austin, Texas, is a
family-owned and operated, HUB-certified adviser that has earned a reputation for
honesty, integrity, and superior risk-adjusted returns for 29 years.

We are registered with the Securities and Exchange Commission as an adviser and do not
have any discretion over any of our public pension accounts.

2) a statement indicating the nature of any existing relationship between the firm and the
system being evaluated;

RHI serves as the pension fund’s consultant.

3) alist of the types of remuneration received by the firm from sources other than the
retirement system for services provided to the system; and

None

4) a statement acknowledging that the firm, or its related entities, is not involved in directly or
indirectly managing investments of the system.

Robert Harrell Incorporated is NOT involved in directly or indirectly “managing”
investments of the system.

Components of Evaluation

This section provides suggested questions and topics for consideration under each of the five areas
required to be covered in each evaluation. The questions below are intended to help systems
identify the types of information an evaluation may include. Additionally, these questions may be
helpful to systems that will use a request for proposal (RFP) to select a firm to perform the
evaluation.



Does the system have a written investment policy statement (IPS)?
Yes

Are the roles and responsibilities of those involved in governance, investing, consulting,
monitoring and custody clearly outlined?

Yes

Is the policy carefully designed to meet the real needs and objectives of the retirement plan?
Is it integrated with any existing funding or benefit policies? (i.e. does the policy take into
account the current funded status of the plan, the specific liquidity needs associated with
the difference between expected short-term inflows and outflows, the underlying nature of
the liabilities being supported [e.g. pay-based vs. flat $ benefit, automatic COLAs, DROP,
etc.])

The current IPS does not take into account liabilities or liquidity needs.

Is the policy written so clearly and explicitly that anyone could manage a portfolio and
conform to the desired intentions?

Yes
Does the policy follow industry best practices? If not, what are the differences?

Not entirely - there is no language regarding re balancing or criteria for hiring/firing an
external manager.

Does the IPS contain measurable outcomes for managers? Does the IPS outline over what
time periods performance is to be considered?

No

Is there evidence that the system is following its IPS? Is there evidence that the system is not
following its IPS?

There is evidence that the system has been adhering to the asset allocation in the IPS,
though there is not manager termination language in the IPS.

What practices are being followed that are not in, or are counter to, written investment
policies and procedures?

The system practices semi-annual re balancing and terminating managers when their
trailing three-year risk adjusted peer group ranking falls below the 75" percentile,
which is not a written investment policy and procedure.

Are stated investment objectives being met?
Yes

Will the retirement fund be able to sustain a commitment to the policies under stress test
scenarios, including those based on the capital markets that have actually been experienced
over the past ten, twenty, or thirty years?

Yes

Will the investment managers be able to maintain fidelity to the policy under the same
scenarios?

Yes |
Will the policy achieve the stated investment objectives under the same scenarios?
Yes



How often is the policy reviewed and/or updated? When was the most recent substantial
change to the policy and why was this change made?

The IPS is reviewed annually in the first quarter. The most recent substantial change
was January 1, 2018 which updated the assumed rate of return and inflation after the
latest actuarial study.

Does the system have a formal and/or written policy for determining and evaluating its asset
allocation? Is the system following this policy?

Yes. The Board reviews the asset allocation study annually at the first quarter
meeting.
If no formal policy exists, what is occurring in practice?
N/A
Who is responsible for making the decisions regarding strategic asset allocation?
The Board confers with the consulting firm on a quarterly basis and makes a decision.

How is the system’s overall risk tolerance expressed and measured? What methodology is
used to determine and evaluate the strategic asset allocation?

Monte Carlo simulations are used to determine and evaluate the strategic asset
allocation.

How often is the strategic asset allocation reviewed?
Annually

Do the system’s investment consultants and actuaries communicate regarding their
respective future expectations?

Yes

How does the current assumed rate of return used for discounting plan liabilities factor into
the discussion and decision-making associated with setting the asset allocation? Is the
actuarial expected return on assets a function of the asset allocation or has the asset
allocation been chosen to meet the desired actuarial expected return on assets?

The actuarial expected rates of return are a major factor in determining the asset
allocation.

Is the asset allocation approach used by the system based on a specific methodology? Is this
methodology prudent, recognized as best practice, and consistently applied?

Yes, the asset allocation is based on sound modern portfolio theory, which is prudent
and consistently applied.

Does the system implement a tactical asset allocation? If so, what methodology is used to
determine the tactical asset allocation? Who is responsible for making decisions regarding
the tactical asset allocation?

No
How does the asset allocation compare to peer systems?
That is difficult to say. It is very traditional and has limited alternative exposure.

What are the strategic and tactical allocations?



The strategic allocation is 55% equities, 20% Alternatives, 25% bonds and cash.
e What is the expected risk and expected rate of return of each asset class?

)

Assets

Loomis Sayle LCG
Vanguard LCC
Vanguard LCV
William Blair MCG
iShares Russell Mid1
Diamond Hill MCV
JPMorgan Smali Cap G
Vanguard Russell 200
MFS New Dis SCV
WCM Focused Inter.
Vanguard Internation
T Rowe Price Institu
Cohesive Capital
PIMCO BRAVO Fund
CC Student Housing
Millennium Fund
Balyasny Atlas Enhan
Frost Total Retum
PIMCO Income Fund
Blackstone BREIF Il
Blackstone BREDS Il
JPMorgan Global Bond
MS US Gov MM

Projection Inputs
Target Return:
Time Horizon:
Initial Value:

Asset Allocation Analysis

Analysis Inputs

Case: Longview Firefighters’

Analysis Inputs
Forecast
Retumn

11.6%
11.3%
10.9%
13.8%
11.2%
8.8%
15.5%
12.5%
12.5%
9.4%
4.6%
6.0%
13.0%
8.6%
15.0%
8.3%
6.1%
5.6%
8.6%
3.4%
3.4%
4.9%
0.4%

7.5%
30 Years
46,500,000

RRF

Risk

16.3%
14.9%
13.5%
17.2%
17.2%
12.2%
18.6%
16.1%
15.2%
12.8%
18.2%
23.2%
4.9%
6.0%
5.0%
3.7%
7.0%
2.8%
4.4%
4.5%
3.7%
3.2%
0.2%

Start

Jul 2008
Jul 2008
Jul 2008
Jul 2008
Jul 2008
Jan 2014
Dec 2010
Oct 2010
Jun 2011
Jun 2011
Jul 2008
Jul 2008
Jul 2008
Jan 2014
Jul 2008
Jul 2008
Mar 2011
Jul 2008
Jul 2008
Apr 2014
Feb 2015
Oct 2012
Jul 2008

Date

Zephyr AllocationADVISOR: Robert Hacred, Inc.

End

Dec 2019
Dec 2019
Dec 2019
Dec 2019
Dec 2019
Dec 2019
Dec 2019
Dec 2019
Dec 2019
Dec 2019
Dec 2019
Dec 2019
Dec 2019
Dec 2019
Mar 2017
Dec 2019
Dec 2019
Dec 2019
Dec 2019
Aug 2016
Dec 2019
Dec 2019
Dec 2019

How is this risk measured and how are the expected rates of return determined? What is the

time horizon?

The system uses trailing returns to October of 2008 to give them a better idea of how
a given asset will behave over an entire economic cycle. They do not attempt to
predict the future with capital market “assumptions”.

A 55% equities, 20% Alternatives, and 35% bonds and cash mix.
e What consideration is given to active vs. passive management?

Both are considered for every manager search. All searches are performed on a
completely agnostic basis and are net of fees.

What mix of assets is necessary to achieve the plan’s investment return and risk objectives?

Is the approach used by the system to formulate asset allocation strategies sound, consistent

with best practices, and does it result in a well-diversified portfolio?

The approach used by the system to formulate asset allocation strategies is sound
and consistent with best practices.

How often are the strategic and tactical allocations reviewed?
Annually at the first quarter meeting.




e How are alternative and illiquid assets selected, measured and evaluated?

They are evaluated first for their utility for the system and whether the specific
investment is appropriate given the characteristics of the Fund and the Board.

They are then measured against the best fit (R2) benchmark available, which can be
challenging depending on what type of alternative investment you are analyzing.

e Are the system'’s alternative investments appropriate given its size and level of investment
expertise? Does the IPS outline the specific types of alternative and illiquid investments
allowed, as well as the maximum allocation allowable?

Yes, the system’s alternative allocation is appropriate, though allowable types and
maximum allocations are not found in the IPS.

e What valuation methodologies are used to measure alternative and illiquid assets? What
alternative valuation methodologies exist and what makes the chosen method most
appropriate?

The system does not employ alternative or illiquid assets for our clients that require
level 3 pricing or derivatives notional exposure calculations. Typically the System
relies on the manager for private real estate valuations.

e What are the plan’s anticipated future cash flow and liquidity needs? Is this based on an open
or closed group projection?

All cash flow projections are based on an open group projection.
e When was the last time an asset-liability study was performed?

Every year there is an actuarial study which includes asset growth projections with
the growth in the projected liabilities given cash flow projections, DROPS, etc.

e How are system-specific issues incorporated in the asset allocation process? What is the
current funded status of the plan and what impact does it have? What changes should be
considered when the plan is severely underfunded, approaching full funding, or in a
surplus? How does the difference between expected short-term inflows (contributions,
dividends, interest, etc.) and outflows (distributions and expenses) impact the allocation?
How does the underlying nature. of the liabilities impact the allocation (e.g. pay-based vs.
flat $ benefit, automatic COLAs, DROP, etc.)?

The only system-specific issues incorporated in the asset allocation are the liquidity
needs of the system and the funded ratio. The actuarial study has a much larger
impact on the asset allocation.

e What types of stress testing are incorporated in the
process?_

The portfolio is stress-tested annually to get a sense of the potential worst-case
scenarios (2 standard deviations from the LT mean).

e Do the system's policies describe the management and monitoring of direct and indirect
compensation paid to investment managers and other service providers? What direct and
indirect investment fees and commissions are paid by the system?



The system’s policies do not specifically describe how compensation to managers is
monitored, though there are never any indirect fees paid to an investment manager,
or consultant.

e Who is responsible for monitoring and reporting fees to the board? Is this responsibility
clearly defined in the system's investment policies?

It is the responsibility of the consultant to present all fees to the Board on an annual
basis.

¢ Are all forms of manager compensation included in reported fees?
Yes

e How do these fees compare to peer group and industry averages for similar services? How
are the fee benchmarks determined?

All manager fees are with one standard deviation from the average.

e Does the system have appropriate policies and procedures in place to account for and control
investment expenses and other asset management fees?

The Board keeps a very sharp eye on fees, but they are not specifically addressed in
the IPS.

o What other fees are incurred by the system that are not directly related to the management
of the portfolio?

Other fees include funding for travel for education, administrator, insurance.
e How often are the fees reviewed for reasonableness?

As they occur
¢ Is an attorney reviewing any investment fee arrangements for alternative

investments?_

A Separate side letter has been negotiated with every alternative investment.

Transparency

Does the system have a written governance policy statement outlining the governance
structure? Is it a stand-alone document or part of the IPS?

Texas Local Fire Fighters Retirement Act (624 3E of Vernon's Civil Statues)

Are all investment-related policy statements easily accessible by the plan members and the
public (e.g. posted to system website)?

Yes

How often are board meetings? What are the primary topics of discussion? How much time,
detail, and discussion are devoted to investment issues?

The board meets monthly. The primary topics of discussion are the minutes from
previous meetings, finances, benefit payments, expenses, etc. There is no set time for
discussion.

Are meeting agendas and minutes available to the public? How detailed are the minutes?
Yes. Action items are detailed to the extent of the motion made.



Investment Knowledge /Expertise

What are the backgrounds of the board members? Are there any investment-related
educational requirements for board members?
Per statute, there are 3 firefighters elected by the membership, the finance director
(or designee) , and the mayor (or designee) . Citizen board members are selected by
their willingness to serve and general knowledge.

What training is provided and/or required of new board members? How frequently are
board members provided investment-related education?

PRB has set guidelines for board education. Investment education is provided at
conferences as well as quarterly, in-house, by our consultant.

What are the minimum ethics, governance, and investment education requirements? Have all
board members satisfied these minimum requirements?

All board members have met the required PRB Training Requirements for Ethics,
Governance and Investment's.

Does the system apply adequate policies and/or procedures to help ensure that all board
members understand their fiduciary responsibilities?

Yes
What is the investment management model (i.e. internal vs. external investment managers)?
External
Does the board receive impartial investment advice and guidance?
Yes
How frequently is an RFP issued for investment consultant services?
As needed

Accountability
How is the leadership of the board and committee(s), if any, selected?

The Board elects its officers

Who is responsible for making decisions regarding investments, including manager selection
and asset allocation? How is authority allocated between the full board, a portion of the
board (e.g. an investment committee), and internal staff members and/or outside
consultants? Does the IPS clearly outline this information? Is the board consistent in its use
of this structure/delegation of authority?

The full board in consultation with our adviser

Does the system have policies in place to review the effectiveness of its investment program,
including the roles of the board, internal staff and outside consultants?

Not outside of the IPS.

[s the current governance structure striking a good balance between risk and efficiency?
Yes

What controls are in place to ensure policies are being followed?

The Chairman, Administrator and Consultant work together to ensure policies are being
followed.



e How is overall portfolio performance monitored by the board?

Portfolio performance is monitored monthly by the administrator and through
quarterly reports provided by the Consultant.

e How often are the investment governance processes reviewed for continued appropriateness?

Annually

e Who is responsible for selecting investment managers?

The consultant brings the recommendations to the Board. The Board is responsible for
selecting investment managers.

e How are the managers identified as potential candidates?

A group of managers is first identified by their respective beta exposures (market beta,
capitalization size, book-to-market, and momentum for domestic equity and market,
term and quality for Fixed Income). The risk-adjusted Alpha is calculated for the group,
and they are ranked. Other parameters are used to eliminate certain candidates, and a
short list is compiled. For those managers deemed suitable for further examination, a
questionnaire is submitted to the managers. Their quantifiable characteristics are
debated or confirmed with the managers.

Many qualitative factors also go into an evaluation of an investment management
organization. Major factors include the age of the firm, affiliates or parent companies,
prior incarnations of the firm, ownership structure, and work history of the principals.

RHI evaluates risk management and controls inside the organization, such as technology
dependence, disaster recovery plans, depth of research bench, amount of staff to support
the portfolio manager, compensation structure, pedigree, location, office environment,
age and quality of equipment/software, litigation, and background checks if warranted.
We also consider the number of strategies and how competency and full attention can be
allocated to multiple strategies (if applicable). Meeting with the finalist numerous times
is usually preferable to make certain their story does not change.

From an historical performance perspective, the returns furnished by the manager are
scrutinized by our analysts before any reports are generated. Many times, the
qualitative aspects of a manager are seen in the data stream. For example, we have
evaluated managers who purposely did not take their fee out of the first several years of
the return stream to artificially inflate early-year returns. This type of deceptive
behavior speaks to the qualitative character of the manager as well as having a direct
impact on the reported net returns of the manager.

Once the questionnaire is completed to our satisfaction, an impact report is prepared.
Using the prospective managers’ own returns, we model those returns for the fund we
are trying to replace to get a sense of the impact the new manager will make on the total
equity portfolio. By weighting the beta exposures, we can more accurately determine the
net effect of a new manager. If the impact of the new manager is positive, a
recommendation is made and each of the finalists is presented to the Trustees for a final
review and decision.

e What are the selection criteria for including potential candidates?



Having met all the qualitative criteria, a candidate would need to be in the top quartile
on a trailing three-year risk-adjusted basis net of fees in a narrow peer group.

What are the selection criteria when deciding between multiple candidates?

All else being equal, name recognition and using an institutional mutual fund over an
SMA if they are equal in all other ways are the selection criteria.

How does the selection process address ethical considerations and potential conflicts of
interest for both investment managers and board members?

The adviser does not have any affiliation with any manager; therefore, there is never
a conflict. We also do not have any Board members associated with a particular
investment management company.

Who is responsible for developing and/or reviewing investment consultant and/or manager
contracts?

Members of the Board in coordination with their legal counsel.
What is the process for monitoring individual and overall fund performance?

It is a quarterly process which involves recasting peer groups and measuring relative
risk-adjusted strength of each manager plus the equity and fixed income composite.

Who is responsible for measuring the performance?
The consultant
What benchmarks are used to evaluate performance?
Each manager has a specific benchmark hopefully with an R2 of .90 or above for fitness.

What types of performance evaluation reports are provided to the board? Are they provided
in a digestible format accessible to trustees with differing levels of investment
knowledge/expertise?

Risk adjusted relative performance reports are provided to the Board in a very easy-
to-digest way.

How frequently is net-of-fee and gross-of-fee investment manager performance reviewed? Is
net- of-fee and gross-of-fee manager performance compared against benchmarks and/or
peers?

The consultant only reports performance net of fees. The Board can impute the
annual cost out of the custom benchmark performance.

What is the process for determining when an investment manager should be replaced?

As important as how a manger is hired, many trustees want to know under what
conditions a manger is terminated. In short, we begin to seriously consider terminating
a manager when his/her alpha production on a relative basis has fallen below the 75th
percentile rank (1st being the highest alpha rank) over the trailing three-year period.
We are not suggesting that a plan wait three years to terminate a manager, only that the
magnitude of the recent under performance is best measured at the trailing three-year
mark. A manager may stay on the watch list when approaching this threshold. We will
not recommend keeping a manager beyond this point because the statistical hole the
manager is in becomes too great to overcome. Further, the steps a desperate manager
will take intra-quarter to enhance his/her returns might not be what was authorized or
mandated by the Plan.



We are happy to discuss this fully and why it serves historically as the best barometer
for a manager’s ability to recover from recent under performance. Our willingness to
conduct fresh manager searches when the time is right drives our superior equity
composite performance. Our current and former clients are very happy with our work -
they know we are always willing to do a search from scratch when needed.

¢ How is individual performance evaluation integrated with other investment decisions such
as asset allocation and investment risk decisions?

Individual performance is evaluated on a quarterly basis, while asset allocation and
risk decision are reviewed annually. This keeps the allocation steady and changes
made after sufficient deliberation.



Estimated annual expenses, based on asset base of $46,594,514.72 as of 12/31/19

Mutual Fund Expenses
Vangaurd Large Cap Index Fund
Loomis Sayles Growth Fund
Vanguard Equity Income Fund
iShares Russell Midcap ETF
William Blair SMID Growth
Diamond Hill SMID
Vanguard Russell 2000 ETF
JPMorgan Small Cap Growth
MFS New Discovery Fund
Vanguard International Value Fund
T.Rowe Price Emerging Markets Fund
Frost Total Return
PIMCO Income Fund
JPMorgan Global Opp. Fund
Invesco STIT Gov't & Agency (cash)

Frost Custody Charges
Morgan Stanley Custody Charges

WCM-Focused Growth Intl.

Millennium

Balyasny

Cohesive Capital

PIMCO Bravo Fund
CC-Student Housing-Dir ADV
Blackstone BREIF
Blackstone BREDS Il

RHI Consulting Fees

Exp Ratio/Fee Rate
0.07%
0.67%
0.17%
0.20%
1.10%
0.60%
0.15%
0.99%
1.08%
0.38%
1.10%
0.52%
0.45%
0.65%
0.01%

0.03%

0.75%

2.00%
2.00%
1.50%
0.45%
1.25%
0.75%
1.50%

0.15%
0.10%

Mkt Value as of 12/31/2019 Annual 12b-1Fee Annual Fee Total Fees

$1,957,785
$1,654,088
$2,185,716
$1,760,877
$2,486,732
$2,580,149
$1,510,833
$1,927,359
$2,009,250
$2,176,833
$1,943,872
$2,101,473
$2,130,954
$1,782,804
$1,921,566

$46,594,515

$1,679,971

S0

$1,449
$11,082
$3,716
$3,522
$27,354
$15,481
$2,266
$19,081
$21,700
48,272
$21,383
$10,928
$9,589
$11,588
$192

$13,978

$1,449
$11,082
$3,716
$3,522
$27,354
$15,481
$2,266
$19,081
§21,700
$8,272
$21,383
$10,928
$9,589
$11,588
$192

$13,978

$12,600

$3,905,532
$1,097,161
$1,712,356

$908,396
$1,528,502
$4,393,534
$1,238,772

$46,594,515
S0

To $50MM
After

$69,892
S0

$78,111
$21,943
$25,685

$4,088
$19,106
$32,952
$18,582

$69,892
S0




INVESTMENT POLICY STATEMENT
for

LONGVIEW FIREFIGHTERS’ RELIEF AND RETIREMENT FUND

May 21, 2019



l. INVESTMENT OBJECTIVE

The purpose of the investment objective is to preserve and enhance the pension assets
through capital appreciation and reinvestment of income. The Trustees recognize that
this objective can be met over time only if the purchasing power of the portfolio is
increased on a real dollar (inflation-adjusted) basis. Therefore, the Trustees have
established the following goals:

Rate of Return Objective: The total nominal target rate of return is 7.5%. The
(inflation-adjusted) real rate of return of the portfolio is a premium of five percent (4.5%)
over the “reasonable assumed rates of inflation for the long-term future” (3.00% see
actuarial valuation as of December 31, 2018). It is also expected that the portfolio’s
return will meet or exceed the actuarial assumption rate of return over an average 10
year period.

Il. ASSETALLOCATION

In order to meet the objective of capital growth, the Trustees have established the
following guidelines with respect to the proportions of equities and fixed income
securities held in the portfolio:

Minimum Maximum
Equity / Alternatives 45 65
Fixed Income 20 35
Alternatives 0 35

The Trustees recognize that there may be times when the investment managers elect to
hold cash equivalents, based on his near-term market outlook. The managers have the
discretion to do so within the context of this longer-term allocation policy.

lll. INVESTMENT GUIDELINES

The following guidelines apply to any securities purchased for the pension plan:

Equity Holdings

Type of Securities — Individual equity securities, no-load domestic and international
equity, alternative mutual funds, no-load equity and alternative collective funds, and/or
ETF's (Exchange Traded Funds) are eligible for the Plan’s investment portfolio.

2



Individual equity holdings shall mean domestic/international common stocks, etc..
Individual alternative holdings shall mean funds that include Real Estate Investment
Trusts and Commodity markets. No direct investment into financial derivative type
products can be used for equity or alternative holdings (i.e., Options, Futures, etc.). Any
use of a financial derivative must be in the structure of a fund. A financial derivative is a
financial instrument, the value of which is based on the value or values of one or more
underlying assets or indexes of assets.

Diversification - For equity holdings, a high level of diversification across economic
sectors and individual holdings will be maintained. The maximum exposure to any
economic sectors shall be 30% of the total portfolio’'s market value and the maximum
exposure to an individual security shall be 5% of the portfolio’s market value. For
alternative holdings, a high level of diversification across all industries of the real estate
market and the commodities market will be maintained through no-load mutual and
collective funds and/or ETF’s. No individual direct exposure to alternatives can be used
(i.e., Gold, Oil, Wheat, Residential Property, Commercial Leases, etc.). The allocation
range for Alternatives shall be a minimum of 0% and a maximum of 35% of the
portfolio’s market value, where each initial investment will be <10% of the total portfolio
value.

Quality — Prudent standards of quality will be developed and maintained by the
investment managers. Companies invested in should exhibit a strong financial position
and have a record of profitable operating results. The Trustees have a preference of
high quality dividend paying securities. The stocks must have a quality rating of B+ or
better as a group as measured by Standard & Poor’s rating service.

Fixed Income Holdings

Types of Securities - Fixed income securities of any U.S. or Global entity not otherwise
prohibited, no-load mutual funds, collective funds, separately managed accounts or
certificates of deposit with maturities greater than one year. No direct investment into
financial derivative type products can be used (i.e. PO’s, 10’s, Inverse Floaters, etc.).
Any use of a financial derivative must be in the structure of a fund. A financial derivative
is a financial instrument, the value of which is based on the value or values of one or
more underlying assets or indexes of assets.

Diversification - Except for U.S. Treasury and Agency obligations, the debt portion of the
portfolio shall not contain more than ten percent (10%) from any given issuer (valued at
market). Also, with exception of U.S. Treasury and Agency obligations, the debt portion
of the portfolio shall not contain more than twenty-five percent (25%) to any given
economic sectors or sector (example: Utilities, Energy, Industrials, etc.).

Maturities - At managers discretion, a maximum of twenty percent (20%) of the fixed
income portion of the portfolio may be invested in long-term maturities not to exceed 25
years, otherwise, maturities should be limited to fifteen years or less, excluding
convertibles. The average maturity of the fixed income portion of the portfolio must not
exceed ten years.

Quality - The average quality rating of the fixed income portion of the portfolio should be
A rated or better at time of purchase. The total percentage of the fixed income portion of
the portfolio rated less than A may not exceed ten percent (10%).



Cash Equivalents

Types of Securities - Debt securities of any U.S. entity not otherwise prohibited, U.S.
Government issues, no-load money market mutual funds, short-term investment funds
(STIF’s) or Certificates of Deposit with maturities of less than cne year.

IV. ADMINISTRATION AND EVALUATION

Changes in Objectives and Guidelines
The Trustees must approve the Statement of Objectives and Guidelines. Any changes must

also be approved as they are made. The Investment Managers are encouraged to suggest
guideline changes as deemed appropriate.

Review Meeting
The Investment Managers will be expected to communicate as often as requested with the
Investment Committee and/or Investment Consultant. The discussions shall include, but not
limited to:
1. An analysis of investment performance in light of the stated objectives of this Statement
of Investment Policy. Performance will be measured in terms of total return; no
distinction will be made for evaluation purposes between realized and unrealized gains.

2. A discussion of investment strategies currently being executed for actively managed
portfolios of the pension plan.

3. Communication of material changes in policy, objectives, staffing or business condition
of the Investment Managers.

4. A review and reappraisal of the investment objectives.

Evaluation

On a quarterly basis, the Trustees, with the Investment Consultant will review actual results
achieved by the Investment Managers to determine whether:

1. The Investment Managers performed in adherence with the investment guidelines set
forth herein;

2. Asset allocation, security and mutual fund selection decisions were reasonable; and

3. The investment portfolio performed satisfactorily when compared with the absolute
performance objectives contained herein.
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