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I. PURPOSE

One of the purposes of a public investment board Governance Manual (Manual) is to clearly spell out the
fiduciary responsibilities of the Montana Board of Investments (Board) as an entity and how those
responsibilities, if any, are delegated to staff to carry out the Board’s mission on a day to day basis. State law
assigns to Board members the fiduciary responsibility of managing the Unified Investment Program and
gives the Board the authority to hire staff as it deems necessary. Because the fiduciary responsibility
ultimately lies with the Board it is important that the authority and roles of the Board as an entity and Board
staff be clearly defined. Board staff has only those powers specifically delegated to them by the Board as
specified in this Manual. This Manual shall be published on the Board’s web site and may only be revised by
the Board at a public meeting. Staff may update Board membership rosters as necessary.

II. BOARD MEMBER AUTHORITIES, DUTIES, AND ROLES

1. General Duties Prescribed by Law

A) The Unified Investment Program - The Montana Constitution requires that the Legislature
provide for a Unified Investment Program for public funds. Section 17-6-201, MCA established the
Unified Investment Program, created the Montana Board of Investments (the “Board”) and gave
the Board sole authority to invest state funds in accordance with state law and the state constitution.
State law requires that the Board operate under the "prudent expert principle," defined as: 1)
discharging its duties with the care, skill, prudence, and diligence that a prudent person acting in a
like capacity with the same resources and familiar with like matters exercises in the conduct of an
enterprise of a like character with like aims; 2) diversifying the holdings of each fund to minimize the
risk of loss and maximize the rate of return; and 3) discharging its duties solely in the interest of and
for the beneficiaries of the funds managed.

B) Economic Development Programs - In addition to managing the Unified Investment
Program, the Legislature assigned to the Board the responsibilities of managing several loan
programs.

C) Municipal Lending Programs — The Board manages programs under the Municipal Finance
Consolidation Act, primarily through the INTERCAP program.

2. Board Membership - The Board is comprised of nine voting members appointed by the Governor
as prescribed in Section 2-15-124, MCA, subject to confirmation by the state Senate and comprised of the
following as prescribed in Section 2-15-1808, MCA:

(3) The board is composed of nine members appointed by the governor, as prescribed in 2-15-124, and
two ex officio, nonvoting members. The members are:

(a) one member from the public employees' retitement board, provided for in 2-15-1009, and one
member from the teachers' retirement board provided for in 2-15-1010. If either member of the respective
retirement boards ceases to be a member of the retirement board, the position of that member on the board
of investments is vacant, and the governor shall fill the vacancy in accordance with 2-15-124.

(b) seven members who will provide a balance of professional expertise and public interest and
accountability, who are informed and experienced in the subject of investments, and who are representatives
of:

(i) the financial community;



http://leg.mt.gov/bills/mca/2/15/2-15-124.htm
http://leg.mt.gov/bills/mca/2/15/2-15-1808.htm
http://leg.mt.gov/bills/mca/2/15/2-15-124.htm
http://leg.mt.gov/bills/mca/2/15/2-15-1009.htm
http://leg.mt.gov/bills/mca/2/15/2-15-1010.htm
http://leg.mt.gov/bills/mca/2/15/2-15-124.htm
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(i) small business;
(iil) agriculture; and
(iv) labor; and
(c) two ex officio, nonvoting legislative liaisons to the board, of which one must be a senator appointed
by the president of the senate and one must be a representative appointed by the speaker of the house. The
liaisons may not be from the same political party. Preference in appointments is to be given to legislators
who have a background in investments or finance. The legislative liaisons shall serve from appointment
through each even-numbered calendar year and may attend all board meetings. Legislative liaisons appointed
pursuant to this subsection (3)(c) are entitled to compensation and expenses, as provided in 5-2-302, to be
paid by the legislative council.

(4) The board is designated as a quasi-judicial board for the purposes of 2-15-124.

The Board is allocated to the Department of Commerce for administrative purposes as prescribed in
Section 2-15-121, MCA. The following members have been appointed to the Board for a four-year term
and confirmed by the State Senate:

Member Location Term Expires
Mark Noennig — Chairperson Billings 01/01/2017
Kathy Bessette Havre 01/01/2017
Sheena Wilson Helena 01/01/2017
Karl Englund Missoula 01/01/2019
Teresa Olcott Cohea Helena 01/01/2019
Quinton Nyman Helena 01/01/2019
Jon Satre Helena 01/01/2019
Marilyn Ryan Missoula 01/01/2017
Jack Prothero Great Falls 01/01/2017
3. Board Chairperson - As prescribed in §2-15-124, MCA the Governor shall designate the

Chairperson, whose duty is to ensure that the Board operates consistent with state law, state rules, and
Board policies. The Chairperson may make and second motions and vote. The Chairperson shall review
and sign all meeting minutes and all resolutions approved by the Board. The Chairperson may appoint a
Vice Chairperson to preside in his/her absence.

4. Code of Ethics - The Board shall create and adhere to a Code of Ethics for its members and staff.
The Code shall be designed to ensure that Board members and Board staff have no conflicting interests that
would harm the integrity of the Board, harm the clients for whom the Board invests funds, or interfere with
the Boards fiduciary responsibility. The Code approved by the Board is attached as Appendix B.

5. Governing Law - The Board shall maintain and update as necessary a written and electronic manual
of all its pertinent governing laws and shall post the manual on its website for public access.

6. Quorum and Voting - A majority of the Board membership (five members) constitutes a quorum
to do business. A favorable vote of at least a majority of all members (five members) of the Board is
required to adopt any resolution, motion, or other substantive decision, as prescribed in §2-15-124 MCA.
For example, if only five members are present, all five members must approve a substantive motion.

7. Board Meeting Frequency and Recording - The Board meets at least quarterly and is

subject to the call of the Chairperson if additional meetings are required. The frequency of

Board meetings is subject to change at the direction of the Board. Board meetings are recorded
as provided by 2-3-214, MCA.


http://leg.mt.gov/bills/mca/5/2/5-2-302.htm
http://leg.mt.gov/bills/mca/2/15/2-15-124.htm
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8. Notice of Meetings - All meetings of the Board must be open to the public and noticed at least 48

hours prior to the meeting. A meeting may only be closed when the demands of individual privacy clearly
exceed the merits of public disclosure and the Chairperson may not close the meeting without first stating
the rationale for such closure.

9. Meeting Agendas - Meeting agendas are prepared by the Executive Director in consultation with
the Chairperson. The Board may not take action on any substantive matter unless the matter is scheduled
on the agenda. The meeting notice and the meeting agenda shall be posted on the Board’s web site.

10. Systematic Work and Education Plan - To keep the Board and the public informed on a
systematic basis on the Board’s programs, missions, and responsibilities, the Executive Director shall submit
a Systematic Work and Education Plan formatted as agenda topics for the upcoming Board meetings for
each calendar year rotating subject matters so that all are covered within a 24-month period to educate,
review and in all respects to help Board Members fulfill their fiduciary role. The Board Education Policy,
addressing the importance of the Systematic Work and Education Plan, is attached as Appendix M.

11. Public Participation - Section 2-3-103, MCA provides that the agenda for Board meetings must
include an item allowing public comment on any public matter that may or may not be on the agenda and
that is within the jurisdiction of the Board. The Board may not take substantive action on any matter
discussed unless specific notice of that matter is included on an agenda and the public is provided an
opportunity to comment on that matter. A letter from the Governor expressing the importance of
compliance with this law is attached as Appendix A.

12. Committee Creation - The Board may:

A) Establish committees as necessary to conduct its business and charters shall be adopted for each
committee describing the role, scope, and powers of the committee and the responsibilities of
committee members.

B) The Board Chairperson may appoint and remove committee members. The Board has created
an Audit Committee, a Loan Committee, and a Human Resources Committee and approved a
charter for each. The charters are attached as Appendices C, D, and E.

C) All Committee Meetings must be open to the public and noticed on the Board’s web site at least
48 hours prior to the meeting.

Current members of the committees ate:

Audit Loan Human Resource

Jon Satre, Chairperson Jack Prothero, Chairperson Karl Englund, Chairperson
Marilyn Ryan Kathy Bessette Quinton Nyman

Sheena Wilson Teresa Olcott Cohea Jack Prothero

Teresa Olcott Cohea Marilyn Ryan

Jon Satre
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13. Adoption of Resolutions - All resolutions committing the Board to issue bonds either directly or as

a conduit issuer; or to enhance bonds issued by others as authorized by law must be approved by the Board
at a public meeting and signed by the Chairperson and the Executive Director.

14. Selection of Custodial Bank and Investment Consultant - While this Governance Manual
delegates general contracting authority to the Executive Director, the Board reserves the right and the
authority to make the final selection of the Custodial Bank and the Investment Consultant after which the
Executive Director shall negotiate a contract. The Board's powers are specifically circumscribed under
17-6-101 for custodial/depository banking services, and 18-4-122 et. seq. pertaining to the State's
procurement laws.

15. Asset Allocation - The Board, as the fiduciary of the Unified Investment Program, is responsible
for establishing the investment parameters of the Unified Investment Program. The Board has the authority
to allocate portfolios to any asset class in the proportions it considers prudent, subject to such limitations as
are contained in law and the Constitution. When the law or Constitution precludes certain investments, the
Board is responsible for allocating portfolios to asset classes within the investment types permitted by law.
Asset allocation decisions may be made by the Board only in a public meeting. The authotity to establish
asset allocation ranges and tatgets rests solely with the Board and may not be delegated to staff
The Board shall review and affirm pension allocation ranges at least annually.

16. Administrative Rules — The Board has rule-making authority under state law. Administrative rules
are regulations, standards or statements of applicability that implement, interpret, or set law or
policy. Administrative rules can also describe the organization, procedures or practice requirements of the
Board. The authotity to revise Board Administrative Rules may not be delegated to staff. A list of
Board Administrative Rules is attached as Appendix K.

17. Investment Policy Statements - The Board shall create, maintain, and revise as necessary
Investment Policy Statements (Statements) for each separate account it manages. The Statements shall cite
the law establishing the account if such law exists, the permissible investments authorized by law, and
establish an investment range for each of the permissible investments. The Board shall review such policies
at least annually or more frequently at the request of Board staff. Statements may only be revised in a public
meeting. All Statements shall be posted on the Board’s web site for review by the public. The authotity to
approve Investment Policy Statements may not be delegated to staff A list of Investment Policy
Statements is attached as Appendix K.

18. Coal Tax Trust Loan Policies - The Board shall create loan policies for each of the Coal Tax
Trust loan programs assigned to it by law. The policies shall be based on the law creating the programs and
may be revised from time to time as necessary to accommodate changes in the law or to enhance or clarify
the programs. Substantive policy revisions may be made only by the Board at a public meeting. All loan
policies shall be posted on the Boatrd’s web site. The authotity to substantively revise Coal Tax Trust
Loan Polices approved by the Board may not be delegated to staft A list of Coal Tax Trust Loan
Policies is attached as Appendix K.

19. Bond Program Policies - The Board shall create policies for its various Bond Programs assigned to
it by law. The policies shall be based on the law creating the programs and may be revised from time to
time as necessary to accommodate changes in the law or to enhance or clarify the programs. Substantive
policy revisions may be made only by the Board at a public meeting. All policies shall be posted on the
Board’s web site. The authority to substantively revise Bond Program Policies approved by the
Board may not be delegated to staff. A list of Bond Program Policies is attached as Appendix K.
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20. Interest Rate Setting Process/Methodology - The Board shall establish and approve an interest

rate setting process and methodology for loan programs for which it has discretion to set rates. Staff shall
utilize the approved process and post the rates weekly on the Board’s web site. The authotity to revise
interest rate setting processes and/or methodologies approved by the Board may not be delegated
to staft.

21. Class Action Litigation Participation - The Board shall adopt, maintain, and revise as necessary a
process and policy to ensure that it participates in all class action litigation to which it is entitled. The
process and policy adopted by the Board is attached as Appendix F.

22. Budget - The Executive Director shall prepare the Board’s budget and staffing level
recommendations for Board review and approval. After Board approval the budget is submitted to the
Department of Commerce for approval and then to the Governor’s Office of Budget and Program Planning
for final approval. The Board’s budget is funded from two revenue sources.

A) The Investment Program is funded by fees charged the Board’s clients. Because the Board’s
clients are state agencies, the Legislature sets the maximum fee the Board may charge which is then
allocated by Board staff to all Board clients. The Board’s methodology used to allocate charges to
its clients is audited by the Legislative Auditor.

B) The Bond Program is funded by the “spread” between the interest paid on the bonds sold and
the interest on loans made from the bond proceeds. The spread may be no greater than 1.5 percent.
Because the Bond Program’s clients are primarily non-state agencies, the Legislature does not set a
maximum fee the Board may charge.

23. Board Staff - The Board appoints the Executive Director who has general responsibility for
selection, management, and the job performance of Board staff. The Board also appoints the Chief
Investment Officer. The Board assigns the duties and sets the salaries of eight staff - the Executive
Director, Chief Investment Officer, and six investment professional staff. The Board’s functional
organization chart is attached as Appendix G

III. DELEGATION OF AUTHORITY TO STAFF

The Board delegates to its the Executive Director and the Chief Investment Officer the following day to day
duties required to carry out the Board’s mission.

1. Executive Director - The Executive Director is empowered by the Board to administratively
supervise all Board staff and to delegate responsibilities and work assignments as necessary, to
authorize expenditures, all travel, and to sign any and all documents required to conduct Board
business, unless there are specific written policies or instructions from the Board to the contrary. These
documents include, but are not limited to vendor contracts, commitments to investment managers,
invoices, official letters detailing the position of the Board on any matter, resolutions approved by the
Board, leases for Board owned buildings, authorizations to renovate and repair Board owned buildings,
staff time sheets, and staff job descriptions. In exercising the delegated authority, the Executive Director
shall provide the Board with the information and reports necessary for the Board to fulfill its fiduciary
duty in monitoring and reviewing the actions of the Board staff and operations.
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2. Deputy Director - To ensure continuity the Deputy Director is empowered by the Board to carry
out the duties of the Executive Director in his/her absence unless there ate specific written policies or
instructions from the Board to the contrary. The Executive Director shall establish a written protocol to
ensure continuity in his/her absence and such protocol was approved in Resolution 218 and attached
hereto as Appendix I.

3. Chief Investment Officer - The Chief Investment Officer is empowered by the Board to serve as
the principal staff person responsible for overseeing the investment activities under the Board’s jurisdiction
in compliance with the Board’s policies. Specific duties include managing asset exposures to stay within
approved asset allocation ranges, recommending new asset types, and overseeing all aspects of the
investment process including but not limited to rebalancing assets, hiring and terminating external
investment managers, setting appropriate due diligence standards to be followed in the selection of any new
external managers, overseeing the review and any revisions of investment policies, and providing staff
investment reports to the Board. In addition, the Chief Investment Officer will periodically report to the
pension boards on issues including a review of asset allocation, investment performance, a comparison to
public fund peers, and investment strategy and objectives. The Chief Investment Officer supervises staff as
assigned by the Executive Director and delegates duties to them as necessary to achieve the various
investment objectives of the funds under management of the Board of Investment, consistent with fiduciary
best practices and state laws. Unless there is a Board motion adopted for providing instructions to the
contrary, continuity for the Chief Investment Officer is governed by Resolution 234, and attached hereto as
Appendix L.

4. Operations Delegation - The Executive Director is responsible for all day-to-day operations of the
Board and may delegate as necessary but remaining in specific compliance with this Governance Policy. As
an agency head, the Executive Director has all powers and authority normally vested in similar positions in
other state agencies to include, but not be limited to, the hiring and firing of non-exempt staff, and the
commitment of funds necessary for the efficient conduct of Board business. Exempt staff may only be
terminated upon Board Approval. In carrying out these duties, the Executive Director shall ensure
compliance with Board policies and directives, as well as applicable state and federal laws and regulations.

5. Communications Delegation - The Executive Director shall serve as the primary spokesperson

for the Board when communicating with the Legislature, the Governor, the public, and the media, and
depending on circumstances, be clear when communications represent the official position of the Board,
or is for informational-purposes only, or for any iteration in-between.

Board members in any of their communications on Board matters, policy, or position shall distinguish
whether they are speaking on behalf of the Board or speaking only as an individual member; however the
Chairperson is deemed a spokesperson for the Board, as ex officio and Board committee chairs are also
deemed to be a spokesperson for the Board ex gfficio when the context is clearly within the scope of their
respective committee missions.

6. Investment Manager Contracts - The Board in discharging its duties under the Montana
Constitution and the Unified Investment Program (the “Program”) enters into various contracts. For those
contracts that are fundamental in enabling the Board to invest public funds and satisfy its legal duty under
the Program, including its responsibility to “determine the type of investment to be made” (17-6-201 (5)(c),
M.C.A.), the Board reserves to itself the sole discretion of entering into such contracts in compliance with
its constitutional and statutory mandate. The Board delegates and directs the following:

® The Executive Director and the Chief Investment Officer are authorized jointly to contract for

investment manager services and if deemed appropriate, terminate them.
® However, the Chief Investment Officer is authorized to have the final decision on external

investment managers.
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e Provided that, the Executive Director may be a part of any negotiation and at a minimum sign all

contracts for investment manager services.

e And further provided that the Board’s Legal Counsel review and sign all investment management
contracts and review all other investment-related service contracts as the Executive Director or
Chief Investment Officer deem necessary or advisable.

e All new investment manager contracts, commitments, and terminations along with sufficient other
related information, and in particular, alternative investment managers and their key terms of the
fund, shall be reported to the Board at its next scheduled meeting.

7. All Other Contracts - For all contracts not specifically investment manager contracts, such
contracts both competitive and sole source, shall be processed according to the State’s procurement and
contracting laws. The Executive Director is authorized to negotiate and enter into all contracts necessary to
carry out the Board’s mission without advance approval of the Board, except for contracts with the
Board’s Custodial Bank and Investment Consultant. The Board shall approve (as limited by statute) the
selection of the Custodial Bank and the Investment Consultant after which the Executive Director shall
negotiate contracts with the firms. The Executive Director may approve contract extensions for which
the Custodial Bank and Investment Consultant are eligible under the original contract terms. In
compliance with state requirements and Board policies review by the Board’s Legal Counsel is required for
all contracts.
A) Legal Services - The Board delegates to the Executive Director the authority to provide
appropriate legal representation for all Board activities. The Executive Director shall contract for
legal services and ensure that there is no lapse in service. Legal services may be provided by a
combination of private legal services contract, the Department of Commerce Legal Counsel, and the
Attorney General’s offices as appropriate. The Executive Director shall also ensure that the Board
has legal representation for any class action litigation to which it is entitled to participate.

B) Building Management Services - The Executive Director is authorized to make all day to day
decisions required in managing the Board’s direct real estate program. These decisions include but
are not limited to negotiating and signing leases, authorizing payment of invoices, authorizing repair
and renovation, authorizing improvement and construction, and contracting with a Building
Manager. The Board must approve the purchase and sale of all direct real estate.

C) Personal Services Contracts - The Executive Director is empowered to negotiate personal
setvices contracts as necessary to ensure proper staffing levels and/or to obtain specialized services
not otherwise available.

D) Interagency Agreements - The Executive Director is empowered to sign Interagency
Agreements and contracts with other state agencies as necessary to fulfill the Board’s mission
and/or to implement recently enacted legislation.

8. Legal Action - When the Board is named as a defendant in a legal action the Executive Director is
authorized to act on behalf of the Board with the advice of legal counsel and shall notify the Chairperson in
a timely manner. The Executive Director may only initiate legal action with Board approval.

9. Class Action Litigation - The Executive Director is authorized to join class action lawsuits on
behalf of the Board so that the Board may share in any distribution from the settlement, unless it is




MONTANA BOARD OF INVESTMENTS PAGE 10 OF 48
GOVERNANCE MANUAL APPROVED 11/6/07
REVISED 8/19/14

determined that legal action by the Board, independent of a class action lawsuit, is advisable as per the Class
Action Litigation Policy (Appendix F). The Executive Director may consult with legal counsel and Audit
Committee members as necessary and shall report to the Board, at its next meeting, any decisions regarding
class action suits.

10. Authorization of Investment Vendors - Board funds may not be committed, wired, or otherwise
transferred to investment vendors without the specific approval by the Executive Director of such vendors
as per Resolution 217 approved by the Board and attached as Appendix H.

11. Authorization of Staff Transactions - Board staff may not transact business with investment
vendors without the specific approval of the Executive Director as per Resolution 217 approved by the
Board and attached as Appendix H.

12. Credit Enhancement Implementation - The Executive Director is authorized to take all
necessary action to implement credit enhancement activity authorized by the Board as per Resolution 219
attached as Appendix J.

13. Annual Report - The Board is required by law to submit an annual report on all its activities by
December 31. The Executive Director shall prepare and publish the annual report and review and approve
all financial statements included in the report.

14. Board Office Space - The Executive Director shall provide for office space for the Board’s
operations and is authorized to negotiate and sign leases for office space as appropriate and in conformance
with state policy.

15. Legislative Duties - The Executive Director shall represent the Board before the Legislature.
Duties include, but are not limited to: recommending for Board approval proposed legislation to further the
Board’s mission; testifying on legislation that may impact the Board and its mission; and monitoring all
legislation introduced to determine what if any impact such legislation may have on the Board and its
mission. The Executive Director shall keep the Board informed on these activities as necessary during
legislative sessions.
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OFFICE oF THE GOVERNOR
STATE OF MONTANA

BRIAK SCHWEITZER Jous BOHLINGER
GovERNOR LT, GovERNOR
TO: Executive Branch Officers
Department Directors
Chairs and other Presiding Officers of All Executive Branch Boards,
Bureaus, Commissions, De ts, Authorities, and Agencies
FROM: Governor Brian
DATE: October 16, 2012
RE: Public participation in agency decisions pursuant to § 2-3-103, MCA

Montana's public participation laws require me, as Governor, “to ensure that each board,
bureau, commission, depariment, authority, agency, or officer of the executive branch of
the state” adopts rules, setting forth policies and proceduras to facilitate public
participation in agency programs and decisions. Sec, 2-3-103(2), MCA. | have written
you in past years to remind you of these important statutory obligations, and | take this
opportunity to remind you of them again,

Montanans have a constitutional right to paricipate in the activities of their government.
The *Right of Participation” is found at Article Il, section 8 of the Montana Constitution,
which provides:

The public has the right 1o expect governmental agencies
to afford such reasonable opportunity for citizen
participation in the operation of the agencies prior to the
final decision as may be provided by law.

This constitutional right is implemented by Moentana statutes (Title 2, chapter 3, part 1,
MCA) requiring every agency to develop procedures to permit and encourage public
participation in agency decisions "that are of significant interest to the public.” The
statutes require agencies to provide adequate notice to the public and assist public
participation. Meeting agendas must include an item allowing public comment on any
public matter not on the agenda but within the agency's jurisdiction. Additionally, the
agency may not act on any matter that was not included on the agenda and for which
public comment on the matier was not allowed. Public comments must be incorporated
into the official minutes of the meeting. The district courts may set aside agency
decisions not in conformity with the public participation laws where a person's rights
have been prejudiced. Model rules to implement these laws are found at ARM 8§
1.3.101 and 1.3.102.

As you know, this Administration takes very seriously the public's right to participate in
the decisions of government, and | applaud your efforts to ensure this public right. If you
or your agency needs assistance in crafting appropriate guidelines and rules to confarm
to Montana’s public participation laws, feel free to contact my legal counsel, Ann
Brodsky, for assistance (444-3558).

State Cariror = PO, Box 200801 » Hevewa, Moxtana 59620-0801
TeLernone: 406-444-3111 = Fax: 406-444-5529 » WeRSITE: www_MT.G0v
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' I. PURPOSE: TO PROTECT AND HONOR THE PUBLIC TRUST

The Montana Board of Investments (the “Board”) fully accepts its responsibility and obligation to follow all
state laws regarding ethical conduct. The Board expects its members, employees and all associated parties
doing business with the Board to conduct themselves within the highest ethical standards that will in all
circumstances reflect well on the Board and the people it serves. All members and employees must obey
state law and the additional requirements as to their conduct as further provided within this policy.

II. STATE CODE OF ETHIC PROVISIONS

The Board’s ethics policy complements and does not substitute for state law. Members and employees are
expected to be familiar with and obey all state laws and understand and obey those regarding conduct,
disclosure and conflict of interest requirements of the state code of ethics Title 2 Part 1 Montana Code
Annotated.

III. ADDTIIONAL AREAS RELATING TO ETHICAL CONDUCT AT THE MONTANA BOA OF
INVESTMENTS

1. Contflict of Interest. There shall be no action taken by a member or employee related to the affairs of the
Board that would result in the receipt of a financial benefit to the member or employee or the appearance of a ‘quid
pro quo.” Members must disclose and recuse themselves from any situation involving a possible conflict.
Employees must disclose to their supervisor and avoid any such conflict.

2. Protection of Information. Members and employees must protect and may not disclose or use, except as
allowed by Board procedures, any investment information, internal control procedures, or any confidential personal
information.

3. Use of Board’s assets. No person may use the physical or electronic assets of the Board for personal gain or
for any use other than to fulfill the missions and programs of the Board. This provision also pertains to all the
fiduciary assets including all investment or Board program information of every type. All assets of the Board are
exclusively for the benefit of the citizens and must be protected in all respects.
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IV. SPECIFIC PROVISIONS RELATED TO GIFTS, TRAVEL MEALS AND CONFERENCES

1. Gifts.

a. All gifts received shall be addressed as provided by state law and as further limited by this
Section IV of the Board’s ethics policy.

b. All gifts shall be logged with the date of receipt, their description and final disposition noted.

c. All allowable gifts, i.e., those having values below the statutory limit of $50, if perishable shall be
shared with Board staff, if non-perishable shall be auctioned and the proceeds deposited into the
Board's employee fund.

2. Travel. All travel is to be approved by the Executive Director. Reimbursement for travel expenses
and for determining work time or overtime is subject to state policy. Where the Board participates on a
Limited Partner Advisory Committee (“LPAC”) and the limited partnership agreement or other legal
documents entered into by the General Partner and the Limited Partners explicitly provide for LPAC
members to be reimbursed for reasonable expenses related to travel, lodging and meals incurred while
attending LPAC meetings, such reimbursement may be accepted, but only with the express approval of the
Executive Director who shall report such activity to the Board at least annually.

3. Meals. Meals provided during conferences or by vendors or other parties that are reasonably
incidental to the conduct of the Board’s business such as during breakfast or lunchtime meetings may be
accepted, however meals at restaurants are to be ‘no-host.’

4, Conferences. All member requests and permission to attend conferences are to be approved by the
Executive Director after consulting with the Chair. All other conferences are to be approved by the
Executive Director.

I have read and understand the Montana Board of Investments Code of Ethics and agree to comply with all
its provisions; that it is my responsibility to abide both by the State ethics law Title 2 Part 1 Montana Code
Annotated and the State’s travel policy as provided in the Montana Operations Manual governing allowable
travel reimbursement expenses and the rules for designating work or overtime hours.

Board member/staff Date
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Delegated Authority

This Charter delegates authority to Board staff and the Loan Committee as follows:
¢ Board staff may approve federally-guaranteed loans of any size without concurrence of the Loan
Committee.

¢ Board staff may approve all Coal Tax Trust and INTERCAP loans up to $1.0 million without
concurrence of the Loan Committee, provided that the underwriting for such loans complies with all
provisions of the relevant loan policies approved by the Board.

¢ Board staff may authorize enhancement of up to $1.0 million in Montana Facility Finance Authority Act
(MFFA) bonds, without concurrence of the Loan Committee.

¢ Board staff may approve all Coal Tax Trust and INTERCAP loans greater than $1.0 million and up to
$5.0 million only with concurrence of the Loan Committee.

¢ Board staff may authorize enhancement of MFFA bonds greater than $1.0 million and up to $5.0
million, only with concurrence of the Loan Committee. Enhancement of MFFA bonds greater than
$5.0 million shall be reviewed by the Loan Committee and recommended to the full Board for final
approval.

¢ All non-federally guaranteed Coal Tax Trust and INTERCAP loans in excess of $5.0 million shall be
reviewed and approved by the Loan Committee and recommended to the full Board for final approval.
For purposes of this Charter, loan amounts include only the Board’s portion of a participation loan.

Loan Parameters

Commercial maximum loan size is limited by law to 10.0 percent of the Coal Tax Trust.
Value-Added maximum loan size is limited by law to 1.0 percent of the Coal Tax Trust.
Value-Added minimum loan size is set by law at $250,000.

Maximum amount of Value-Added loans outstanding is limited by law to $70.0 million.
Infrastructure maximum loan size is limited by law to $16,666 per each job created.
Infrastructure minimum loan size is set by law at $250,000.

Maximum amount of Infrastructure loans outstanding is limited by law to $80.0 million.
Maximum Board participation in Commercial loans is 80.0 percent.

Board participation in Value-Added loans is set by law at 75.0 percent.

® & & 6 6 O O O oo

Infrastructure loans are made directly to local government entities.

Purpose of Committee
The purpose of the Loan Committee is:

¢ To provide the due diligence required for Coal Tax Trust loans, and enhancement of MFFA bonds in an
amount greater than $1.0 million.

¢ To review and approve Coal Tax Loan Program Policy and Residential Loan Program Policy prior to
presentation to the Board.

¢ Provide guidance regarding pricing of loans.
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The Committee is charged with:

¢ Reviewing and taking appropriate action on all staff recommendations for non-federally guaranteed Coal
Tax Trust loans, INTERCAP loans, and the enhancement of MFFA bonds in excess of $1.0 million and
up to $5.0 million.

¢ Reviewing staff recommendations for non-federally guaranteed Coal Tax Trust loans and INTERCAP
loans in excess of $5.0 million and enhancement of MFFA bonds in excess of $5.0 million and making a
recommendation to the full Board.

¢ Reviewing staff recommendations to issue additional INTERCAP bonds and recommending to the full
Board approval of the recommendation as modified by the Committee.

Committee Membership
The Committee shall consist of at least three Board Members.

Members shall be appointed by the Board Chair who shall notify the Board of all appointments as they are
made. The Chair shall appoint for membership to the Committee only those individuals who the Chair
believes in his/her judgment are qualified to perform the due diligence duties of the Committee as set forth
in this Charter. The Chair shall designate one member of the Committee as its chairperson. The Chair
may remove a Committee member at any time and appoint a replacement to complete the removed
Membet’s term, provided the Chair notifies the Board of the removal and the reasons at the time of the
removal.

Committee Structure and Operations

Loans greater than $1.0 million up to $5.0 million: Staff shall provide hard copy loan approval
recommendations to each Committee Member. Such documents shall include all pertinent information
required by Members to fulfill their obligations under this Charter. ~ After reviewing such documents, the
Committee may meet in person or telephonically as required to perform their obligations under this Charter.
In lieu of meeting in person or telephonically, Members may e-mail staff with their input and concurrence,
subject to the “Confidentiality” provisions of this Charter.

Committee Members may require that certain loan provisions, loan participation share (when permitted by
law), or loan covenants recommended by staff be revised. If two Committee Members do not concur with
staff recommendations for loan approval as modified or revised by Members, the staff recommendation
shall be forwarded to the full Board at a public meeting in which the lender and the borrower may be
present. If Committee concurrence is granted via e-mail, such concurrence will serve as a written record of
concurrence and obviate the need for recording such action in Committee minutes.

Loans and Bond Enhancement Greater than $5.0 million: Staff shall provide hard copy loan approval
recommendations to each Committee Member. Such documents shall include all pertinent information
required by Members to fulfill their obligations under this Charter. After reviewing such documents, the
Committee may meet in person or telephonically as required to perform their obligations under this
Charter.

Committee Members may require that certain loan provisions, loan participation share (when permitted by
law), or loan covenants recommended by staff be revised. Such revisions shall be incorporated into the staff
recommendations and if the staff recommendations with any such revisions are approved by at least two
Members, the recommendations shall be forwarded to the full Board for a final decision. If the staff
recommendations with any such revisions are not approved by at least two Members, the lender and the
borrower may appeal such decision to the full Board at its next regularly scheduled meeting.
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Committee Duties and Responsibilities

The following are the general duties and responsibilities of the Committee:

¢ Review staff recommendations to approve Coal Tax Trust loans, INTERCAP loans, and MFFA bond
enhancement greater than $1.0 million and up to $5.0 million and suggest revisions or modifications to
the staff recommendations as necessary.

¢ Concur or not concur with staff recommendations as revised or modified by Committee Members.

¢ Review staff recommendations to approve Coal Tax Trust loans, INTERCAP loans, and MFFA bond
enhancement in excess of $5.0 million and recommend to the full Board modifications to and approval
of the staff recommendations.

¢ Review staff recommendations to approve the issuance of Municipal Finance Consolidation Act bonds
and the purchase of tendered bonds that have not been remarketed and recommend to the full Board
modifications to and approval of the staff recommendations.

¢ Provide, when necessary and appropriate, an appeals function for lenders and borrowers whose loan
applications have been disapproved by staff.

¢ Review staff-recommended revisions to the various loan program policies/applications and recommend
to the full Board the approval, denial, or modifications of such revisions.

¢ When necessary and prudent, recommend to the full Board the waiver of certain loan policy provisions,
as long as such waiver is limited to the merits of an individual loan application and is considered by the
Committee to be in the public interest.

¢ Advise the Executive Director on the job performance of the loan and bond program staff.

¢ Prepare and deliver to the Board, at such time as the Board shall request and as required by this Charter,
reports concerning the activities and recommendations of the Committee

¢ Any other duties or responsibilities expressly delegated to the Committee by the Board from time to
time relating to in-state investments.

Reports
A written summary of the actions taken, recommendations and decisions made by the Committee shall be
presented to the Board at the next Board meeting following the action/decision.

Resources and Authority of the Committee
The Committee shall have the resources and authority appropriate to discharge its duties and
responsibilities.
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Purpose of the Audit Committee

To assist the Board in fulfilling its oversight responsibilities for the financial reporting process, the system of
internal control, the audit process, and the Board’s process for monitoring compliance with laws and
regulations and its code of ethical conduct.

Authority
The Audit Committee has authority to conduct or authorize an investigations on into any matters within its
scope of responsibility. It is empowered to:

e Retain outside counsel, accountants, or others to advise the committee or assist in the
conduct of an investigation.

e Secek any information it requires from employees — all of whom are directed to
cooperate with the committee’s requests — or external parties.

e Meet with Board officers, external auditors, or outside counsel, as necessary.

Composition

The Audit Committee will consist of at least three members of the Board. The Chairman of the Board
shall serve as an ex-officio member of the Audit Committee. The Board Chairman will appoint
committee members and the committee chair qualified to perform the duties of the Committee as set
forth in this charter.

Meetings

The Audit Committee will meet at least twice a year, with authority to convene additional meetings, as
circumstances require. All committee members are expected to attend each meeting, in person or via
teleconference. The committee will invite members of management, auditors, or others to attend meetings
and provide pertinent information as necessary. It will hold private meetings with auditors (see below) and
executive sessions. Meeting agendas will be prepared and provided in advance to committee members, along
with appropriate briefing materials. Minutes will be prepared.

Responsibilities
The committee will carry out the following responsibilities:

Financial Statements

e Review with management and the external auditors:

O the results of the audit, including any difficulties encountered;

O significant accounting and reporting issues, including complex or unusual transactions
and highly judgmental areas;

O recent professional and regulatory pronouncements, and understand their impact on the
financial statements;

O review the annual financial statements, and consider whether they are complete,
consistent with information known to committee members, and reflect appropriate
accounting principles;

O review other sections of the annual report before release and consider the accuracy and
completeness of the information; and

O review with management and the external auditors all matters required to be
communicated to the committee under generally accepted auditing standards.
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Understand how management develops interim financial information, and the nature and extent

of internal and external auditor involvement.

Review interim financial reports with management and the external auditors, before filing with
state agencies and constituent groups, and consider whether they are complete and consistent

with the information known to committee membets.

Internal Control

Consider the effectiveness of the Board’s internal control systems, including financial reporting

and information technology security and control.

Understand the scope of internal and external auditors’ review of internal control over financial

reporting, and obtain reports on significant findings and recommendations, together with

External Audits

Review any external auditors’ proposed audit scope and approach, including
coordination of audit effort with internal audit.

Review the performance of the external auditors.

Review and confirm the independence of the external auditors.

On a regular basis, meet separately with the external auditors to discuss any matters that
the committee or auditors believe should be discussed privately.

Compliance

Review the effectiveness of the system for monitoring compliance with laws and
regulations and the results of management’s investigation and follow-up (including
disciplinary action) of any instances of noncompliance.

Review the findings of any examinations by regulatory agencies, and any auditor
observations.

Review the process for communicating the code of ethics to Board personnel, and for
monitoring compliance therewith.

Obtain regular updates from management and Board legal counsel regarding compliance
matters.

18 OF 48
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Reporting Responsibilities
e Regularly report to the Board following each Audit Committee meeting about committee
activities, issues, and related recommendations.

e Provide an open avenue of communication between internal audit, the external auditors,
and the Board.

e Report at least anually to the Board how the Committee has fully discharged all of its
responsibilities for the period being reported.

® Review any other reports the Board issues that relate to committee responsibilities.

Other Responsibilities
e Perform other activities related to this charter as requested by the Board.

e Review and assess the adequacy of the committee charter annually, requesting Board
approval for proposed changes.
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Purpose of Committee

The purpose of the Human Resources Committee is to discharge the Board’s responsibilities relating to
personnel matters of all Board staff and compensation of the Board’s exempt staff.

Committee Membership
The Committee shall consist of at least three Board Members.

Members shall be appointed by the Board Chair who shall notify the Board of all appointments as they are
made. The Chair shall appoint for membership to the Committee only those individuals who the Chair
believes in his/her judgment are qualified to petrform the duties of the Committee as set forth in this
charter. The Chair may remove a Committee member at any time and appoint a replacement to complete
the removed member’s term, provided the Chair notifies the Board of the removal and the reasons at the
time of the removal.

Committee Structure and Operations

The Chair shall designate one member of the Committee as its chairperson. The Committee shall meet in
person or telephonically as it deems necessary or appropriate, and at least two times per year, at a place
and time determined by the Committee chairperson

The Committee may invite such staff to its meetings as it may deem desirable or appropriate, consistent
with the maintenance of the confidentiality of performance and compensation discussions. The Board’s
Executive Director (“Director”) should not attend any meeting where the Director performance or
compensation is discussed, unless specifically invited by the Committee.

If one member of the Committee cannot attend a meeting, the remaining two members of the Committee,
acting unanimously, shall have the power to take any action necessary or convenient to the efficient
discharge of its responsibilities. No action of the Committee shall be valid unless approved by at least two
members of the Committee.

Committee Duties and Responsibilities
The following are the general duties and responsibilities of the Committee:

* In consultation with the Director and Chief Investment Officer (“CIO”), establish and periodically
review the general compensation policies applicable to the Board’s employees, and oversee the
development and implementation of compensation programs. This activity includes the
commissioning of peer salary surveys, the review of such surveys, and the establishing of pay
ranges based on the surveys.

* Review and recommend the compensation and incentive programs, and modifications and
amendments thereto, applicable to the exempt Board staff and other employees of the Board whose
compensation has a component that includes the relationship of the Board’s investment
performance to compensation and the basis for calculating such compensation. Discharge any
responsibilities imposed on the Committee by any of these programs.
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* Review and recommend the specific levels of compensation, including salaries, incentives, benefits
and perquisites, of the Director, CIO and the other exempt Board staff and of other staff as the
Board may have authority over with respect to compensation.

* Review and approve goals and objectives relevant to the compensation, including incentive
compensation, of the Director, CIO, and other exempt staff. In setting long-term goals and
objectives relevant to the long-term incentive component of those goals and objectives, the
Committee shall consider, among other factors, the Board’s investment performance and return
relative to investment performance at comparable investment boards, the awards given to the CIO

and investment staff in past years and the provisions of the Board’s compensation plan for exempt
staff.

= Oversee the Director in developing Job Profiles and performance criteria for all exempt staff.

= Evaluate and advise the Board concerning the performance of the Director, the CIO, and other
exempt staff against established goals and objectives.

* Recommend the Director’s, CIO’s, and exempt staff compensation level for the coming year based
on this evaluation and recommend, as appropriate, a course of action to remedy deficiencies
observed or improve performance.

* Review and advise the Board concerning and, if deemed appropriate, retain consultants to advise the
Committee regarding industry compensation practices and trends in order to assess the adequacy and
competitiveness of the Board’s compensation programs. Retain as necessary consultants to advise
on other personnel issues.

® Prepare and deliver to the Board, at such time as the Board shall request, reports concerning the
activities and recommendations of the Committee and disclose the compensation policies applicable
to the Director, CIO, and exempt Board staff. Discuss the relationship of the Board’s investment
performance to exempt staff compensation and the basis for the compensation awarded during such

period.

= Oversee the Director in development and maintenance of a succession plan for exempt staff and
other key employees, and report to the Board the Committee’s recommendations regarding
succession.

* In consultation with the Director, oversee regulatory compliance with respect to compensation
matters.

* Consider and act on written employee appeals and grievances when the Director is unable to resolve
differences with exempt employees.
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* Any other duties or responsibilities expressly delegated to the Committee by the Board from time to
time relating to exempt staff performance and compensation.

Committee Reports
The Committee shall produce the following reports and provide them to the Board.

* The Committee will keep the Board informed on a timely basis either verbally or in writing on all
matters related to its duties and purpose. The Committee has the discretion to keep specific
personnel matters within the Committee or, if required by the Board, to report on any such matter
in executive session of the Board.

Resources and Authority of the Committee

The Committee shall have the resources and authority appropriate to discharge its duties and
responsibilities, including the authority to select, retain, terminate, and approve the fees and other retention
terms of special legal counsel or other experts or consultants, as it deems appropriate, subject to state
procurement rules. With respect to compensation consultants retained to assist in the evaluation of staff
this authority shall be vested solely in the Committee.
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I. Principles

II.

The Board of Investments manages the assets entrusted to it “in accordance with the prudent expert
principle” which requires that the Board act “with the care, skill, prudence, and diligence, under the
circumstances then prevailing, that a prudent person acting in a like capacity with the same resources
and familiar with like matters exercises in the conduct of an enterprise of a like character and with
like aims.” Montana Code Sec. 17-6-201. See also, Montana Constitution, Art. VIII, Sec. 13.

Claims under state and federal securities laws arising out of losses on securities under the Board’s
management are assets subject to the Board’s fiduciary duty of prudent management. Accordingly,
the Board should take reasonable steps to identify and recover on such claims. Such steps may
include:

e DParticipating as passive class member in class actions brought by others, and filing a proof of
claim when action is settled/resolved.

e Enhanced participation as class member in class actions brought and led by others, by
considering objections or comments on settlements

e Active participation in class action litigation, including serving as a “lead plaintiff” or “co-lead
plaintiff” pursuant to the Private Securities Litigation Reform Act

e Separate litigation on behalf of the Board

The Board will delegate to qualified service providers the responsibility to take steps to identify,
analyze, pursue and collect upon securities law claims. The duties of each service provider shall be
clearly articulated as a matter of contract and the Board shall adopt prudent, documented procedures
to monitor the implementation of its policies.

Policies

The Board shall take reasonable, cost-effective steps to identify, pursue and collect upon claims
under state and federal securities laws for losses suffered by the Board on its investments because of
alleged or proven violations of securities laws.

A proof of claim should be filed on behalf of the Board in connection with every securities class
action litigation settlement or judgment in which the Board is a member of the plaintiff class.

Because pursuing securities litigation as an active plaintiff, either by separate lawsuit or by serving as
a lead plaintiff in a class action, imposes on the Board a separate fiduciary responsibility to other
class members (in the case of lead plaintiff status), administrative, legal and other burdens and
possibly out-of-pocket expense, the Board will not consider separate litigation or lead plaintiff status
with respect to any claim unless the losses suffered with respect to the particular securities are at
least $1,000,000. When losses exceed that amount, the Board may commence separate litigation or
apply for lead or co-lead plaintiff status, after receiving advice from the Board’s General Counsel
that it is in the interest of the Board to do so. The criteria to be considered in deciding whether to
commence separate litigation or apply for lead plaintiff status are set forth on Attachment 1.
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III.

4.

If the Board has suffered losses of $500,000 or more, and the Board is not pursuing separate
litigation or acting as lead or co-lead plaintiff in a class action, the Board may play an enhanced role,
which may include review of the terms of any settlement, including applications for legal fees, to
determine if the Board should file a comment or objection with respect to the settlement, or opt out
of the class. The criteria for deciding whether to opt out are set forth on Attachment 1. The Board
is authorized to direct the filing of a comment or objection.

The Board will act only as a passive class member with respect to any claim in which the losses
suffered are less than $500,000. Proofs of claim will be filed on behalf of the Board upon a
settlement or final judgment awarding damages in relevant class actions.

The Board delegates to its Audit Committee the decision to seek lead or co-lead plaintiff status or to
play an enhanced role in a class action under Paragraphs 3 and 4.

The Executive Director, the Chief Investment Officer, the Board’s General Legal Counsel, and the
Board’s Investment Consultant shall receive reports from the Monitoring Legal Firm, regarding the
status of all securities class action litigation matters in which the Board is or could be a member.
The Executive Director shall receive such reports at least quarterly and upon each filing of proofs of
claim.

Roles and Authority

1. Board Role and Authority:

e Review staff reports regarding securities litigation matters

e Periodically review and, as appropriate, modify this Policy

e [Establish, periodically review and, as appropriate, modify Protocols for implementation of
this Policy

e Seclect a securities class action “Monitoring Firm” to identify and evaluate potential claims
and oversee the process for selecting such firm

e Approve, modify or terminate agreements with service providers responsible for
implementation of this Policy

2. Audit Committee Role and Authority:

e Authorize commencement of separate litigation or filing of motion for lead plaintiff or co-
lead plaintiff status or support for another’s application for lead plaintiff status, consistent
with this Policy.

e Approve settlement of separate litigation or class action in which the Board is lead plaintiff
or co-lead plaintiff, consistent with Board Policy.

e Authorize opting out of a class settlement, consistent with this Policy.

e Authorize filing of objections and comments on settlements, consistent with Board Policy.

e Receive and review staff reports on the status of matters other than passive claim filings.
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3

Staff Role and Authority

Circulate to Board members, Board General Legal Counsel, and Investment Consultant the
reports from the Custodian and Monitoring Firm showing status of all securities litigation
matters in which the Board may have an interest (e.g. date case filed, date of settlement, due
date for claim filing, date Board’s claim filed, date of recovery).

Approve, circulate, and review responses to requests for proposals for Monitoring Firm
services for and make recommendations to Board regarding selection.

Monitor, with assistance from the Board’s General Counsel, performance of the Monitoring
firm and report deficiencies to the Board.

As appropriate, recommend to the Board modifications to this Policy and Implementation
Protocols.

Board General Counsel Role and Authority:

Assist in the preparation of Requests for Proposals for a Monitoring Firm, review responses
and make recommendation to Board members and staff regarding candidates.

Assist in negotiations of terms and agreements with Monitoring Firm, with assistance from
the Board’s Investment Consultant.

Review, prior to submission to the Audit Committee, all recommendations from the
Monitoring Firm regarding whether to commence separate litigation or seek lead plaintiff or
co-lead plaintiff designation, or to opt out of or object to class settlements.

Review, prior to submission to the Audit Committee, all recommendations from Monitoring
Firm regarding proposed settlements of separate actions brought by the Board or class
actions in which the Board is lead or co-lead plaintiff.

Review, prior to submission to the Audit Committee, all recommendations from Monitoring
Firm regarding whether to file objections to or comments upon settlements.

Supervise and monitor outsides Legal Counsel’s conduct of litigation when Board pursues
separate litigation or acts as lead or co-lead plaintiff.

Custodian Role and Authority

Maintain and communicate data necessary to identify the Board’s securities holdings and
transactions in order to determine if the Board is a class member and calculate losses.

Collect and distribute to the Monitoring Firm all notices regarding the commencement, class
certification and settlement of class action lawsuits in which the Board has an interest as an
actual or potential class member.

Collect, record on the Board’s custody statements and deposit into appropriate accounts for
investment, proceeds from the Board’s claims.

Custodian/ Class Action Role and Authority

Establish and implement procedures to identify all securities class actions filed by others in
which the Board is or may be a class member.
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e Collect and distribute to Monitoring all official notices of pendency of class actions in which
the Board, according to this Policy, may consider applying for lead plaintiff status or
pursuing separate litigation.

e Timely file accurate proofs of claim on behalf of the Board in all class actions in which the
Board may participate as class member and notify the Monitoring Firm.

e Provide necessary custody data to the Monitoring Firm.

7. Monitoring Firm Role and Authority

e Ensure by written communication that the Custodian has filed the appropriate documents
for Board participation in pending class action litigation.

e Identify circumstances in which the Board may have incurred investment losses in excess of
the minimum threshold which give rise to potentially meritorious claims for the Board which
are not yet the subject of litigation.

e FBvaluate claims over $1,000,000 and recommend whether the Board should pursue separate
litigation or lead or co-lead plaintiff designation.

e [Evaluate settlements of actions in which Board is not lead plaintiff where losses exceed
$500,000 and recommend whether Board should object to, comment upon or opt out of
settlement.

e File objections to and comments upon settlements as authorized.

Implementation

These Policies shall be implemented in accordance with a written statement of procedures to be adopted by
the Board incorporated as Attachment 1.



MONTANA BOARD OF INVESTMENTS 27 OF 48
GOVERNANCE MANUAL — LITIGATION POLICY
APPROVED 11/11/2005 REVISED 11/17/2015 APPENDIX F

ATTACHMENT 1

Considerations Relevant to Deciding Whether to Pursue Separate Litigation or I.ead or Co-Lead Plaintiff

Status

Will the Board add value by volunteering to lead or co-lead litigation in view of the fiduciary responsibilities (as class action lead
or co-lead plaintiff), administrative burdens and costs that are associated with separate litigation and acting as lead or co-lead

plaintiff?

1.
2.
3.

10.

Size of the Board’s damages measured by standards applicable to securities litigation

Strength of claims, including evaluation of defenses

Special circumstances which render the Board’s claims different from, stronger or weaker than
claims of typical class members such that it would be in the interest of the Board to act as lead or
co-lead plaintiff

Venue of litigation

Resources available to pay a significant judgment (e.g. financial condition of potential defendants,
availability of insurance, potential for bankruptcy)

Qualifications of other lead plaintiff candidates and their counsel, and likelihood that the Board
would be selected a lead or co-lead plaintiff

Relation of claims to other corporate governance issues of special interest to the Board, and impact
on other Board holdings

Potential for non-monetary remedies of special importance to the Board which other class
members/lead plaintiffs may not pursue

Costs to the Board of separate litigation/lead or co-lead plaintiff status such as discovery, legal fees
and Board staff time and resources needed to monitor litigation more actively

Potential exposure to counterclaims/court costs, and willingness of litigation counsel to indemnify
the Board against such exposure

Considerations Relevant to Deciding Whether to Opt Out, Object to or Comment on Settlements

Is the Board receiving fair value for its claims? Does the likely gain to the Board to be achieved by objecting to or commenting
on a settlement outweigh the costs of engaging counsel to file the objection/ comment? Should the Board risk losing the certain
recovery the settlement provides in order to opt out of the class and pursue separate claims independently?

el

Financial value of settlement to class as a whole and the Board in particular

Non-monetary (e.g. corporate governance) aspects of settlement, or the lack thereof

Amount of attorneys fees sought and merits of attorneys fee claim

Expense and risk (including value which might be lost if settlement is disrupted or rejected)
associated with opting out, commenting or objecting in relation to expected benefits of doing so
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WHEREAS, the Montana Board of Investments (Board) maintains several accounts with
investment firms for the purchase and sale of stocks, bonds, covered options, purchase options (stock open
indicies, interest rate options, foreign currency options), repurchase agreements, reverse repurchase
agreements, and other securities and property, which accounts are described on Appendix “A” attached
hereto and incorporated herein; and

WHEREAS, the Board desires to provide a procedure for the future designation or removal of
Board staff for purposes of acting on behalf of the Board to deal with investment firms in connection with
such accounts; and

WHEREAS, the Board desires to provide flexibility for future changes in accounts, investment firms
and in Board staff with authority to act on behalf of the Board relative to such accounts; and

WHEREAS, the Board adopted Resolution No. 199 on October 31, 2002 for the foregoing
putrposes.

NOW, THEREFORE:

RESOLVED, that the Board intends that this resolution supersedes in every respect and replaces in
its entirety Resolution No. 199

RESOLVED, that the Board of Investments hereby designates its Executive Director as agent of
the Board to deal with investments firms in connection with Board accounts with such firms; and that the
investment firms are hereby authorized to deal with the Executive Director or the Executive Director’s
designated staff as agents of the Board; to accept all orders for purchases and sales and all instructions given
by any of them on behalf of the Board as and for the action of the Board without further inquiry as to their
authority; to receive any funds, securities or property for the account of the Board; to sell, assign, transfer or
deliver either in bearer form, in street certificates or in such names as said persons or any of them shall
direct, any funds, securities or other property held for the account of the Board, to said persons or any of
them or as they or any of them shall in writing, or verbally with subsequent confirmation in writing, order;
and to send or communicate all confirmation, notices, demands and other communications to them or any
of them and to the Attention of the Board of Investments, P.O. Box 200126, Helena, MT 59620-0126.

FURTHER RESOLVED, that the establishment and maintenance of all of the accounts, hereinafter
described in Appendix “A,” and the actions of the Executive Director or the Executive Director’s
designated staff members shown in Appendix “A,” acting on behalf of the Board dealing with investment
firms related to said accounts since January 21, 1993, are hereby approved and ratified.

FURTHER RESOLVED, that the Board hereby authorizes its Executive Director to close any of
the accounts listed in Appendix “A”, to open new accounts, to designate additional staff members to act on
behalf of the Board for the purpose of dealing with investment firms regarding any account, and to remove
the authority of any of the named staff members or other staff members designated by him/her to act on
behalf of the Board for purposes of dealing with investment firms regarding any account.

FURTHER RESOLVED, that an investment firm may act in reliance upon the foregoing resolution
and subsequent designations by the Executive Director of staff members who may act on behalf of the
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Board until receipt of written notice that the authority of the designated staff member to act on behalf of
the Board has been terminated.

FURTHER RESOLVED, that the Executive Director shall annually, on or around the regularly
scheduled October Board meeting, provide a report to the Board showing the staff members and the
accounts added to or deleted from Appendix A, which information shall include the date on which the
addition or deletion occurred.

Dated and approved this 6™ day of November 2007.

ATTEST

Chairman
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WHEREAS, the Montana Board of Investments (Board) has delegated certain critical authority and
duties to its Executive Director that must be exercised and performed in the absence of the Executive
Director; and

WHEREAS, the Executive Director may be incapacitated or temporarily absent from the office
under circumstances that render the Executive Director unavailable to exercise such authority and perform
such duties,

NOW, THEREFORE:

RESOLVED, that the Executive Director or the Deputy Director shall notify the Board
Chairperson immediately at any time the Executive Director, due to incapacity or a temporary absence from
the office, is unable to perform his/her duties; and

FURTHER RESOLVED, that “incapacity” means the occurrence of a mental or physical disability
rendering the Executive Director incapable of exercising his/her authority and catrying out his/her duties;
and

FURTHER RESOLVED, that during an incapacity of the Executive Director, the Deputy Director
is hereby designated Acting Executive Director; and

FURTHER RESOLVED, that the Executive Director may, after notifying the Board Chairperson,
delegate his/her executive authority to the Deputy Director to serve as Acting Executive Director during
periods of official travel or authorized leave away from the Board’s office, if in the judgment of the
Executive Director, such delegation would be in the best interest of the Board; and

FURTHER RESOLVED, that during any period that the Deputy Director is not available to
assume the role of Acting Executive Director pursuant to the provisions of this Resolution, the Chief
Investment Officer shall serve as Acting Executive Director; and

FURTHER RESOLVED, that the Acting Executive Director shall operate only within the authority
and parameters established in the Board’s Governance Policy.

Dated and approved this 6™ day of November 2007.

ATTEST

By:

Chairman
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Be It Resolved by the Montana Board of Investments (the “Board”) as follows:
Section 1. Recitals.

Section 1.01. History, Authorization of Unified Investment Program and the Board. Article
VIII, Section 13 of the Montana Constitution (the “Constitution”) directs the legislature to provide for a
unified investment program for public funds and public retirement system and state compensation
insurance fund assets. The Legislature, pursuant to Title 17, Chapter 6, Part 21, Montana Code Annotated
(the “Unified Investment Program Act”), has created and directed the Board to administer the unified
investment program mandated by the Constitution. The Board has the primary authority to invest state
funds, and to determine the types of investments to be made, subject to the restrictions of the Constitution
and the Unified Investment Program Act.

Section 1.02. History, Authorization of Montana Economic Development Board and
Municipal Finance Consolidation Act Bonds. The 1983 Legislature created the Montana Economic
Development Authority Board (“MEDB?”), to among other things issue notes and bonds to finance loans to
and the purchase of bonds and notes of Montana governmental units, to establish or replenish reserves
securing the payments of its bonds and notes, and to finance all expenditures incident to and necessary or
convenient to carry out the provisions of Title 17, Chapter 5, Part 16, Montana Code Annotated (the
“Municipal Finance Consolidation Act” or “MFCA Act”). As set forth in Section 17-5-1602(2)(b) of the
Municipal Finance Consolidation Act, the State’s goal was to foster the provisions of efficient capital
markets, to reduce costs of borrowing and, among other things, to provide additional security for the
payment of bonds and notes held by investors. In conjunction with issuing its Municipal Finance
Consolidation Act Bonds in 1985, the MEDB adopted Resolution No. 68 on July 24, 1985, establishing a
Municipal Finance Consolidation Act Reserve Fund (the “Reserve Fund”) to secure bonds or obligations
issued under the Municipal Finance Consolidation Act (“MFCA Bonds”). Pursuant to a Resolution, the
MEDB and the Board entered into a Security Agreement whereby the Board agreed to make an interest
bearing loan to the MEDB to restore any deficiency in the Reserve Fund and also agreed, for a fee, to
purchase MFCA Bonds tendered for purchase and not remarketed. Each series of MFCA Bonds credit
enhanced by the Board is approved by resolution by the Board. The Board has never been called upon to
make any loans or purchase any of these Bonds.

Section 1.03. Authorization for the Board to Issue Municipal Finance Consolidation Act
Bonds. Pursuant to Chapter 581, Montana Session Laws of 1987, the Board assumed the role of the
MEDB with respect to the issuance of the Montana Finance Consolidation Act Bonds and other bond
programs authorized by the State. The Board issued its first series of Intermediate Term Capital Program
(INTERCAP) Municipal Finance Consolidation Act Bonds in 1987 (the “Series 1987 INTERCAP Bonds”).
The Series 1987 INTERCAP Bonds and all series of INTERCAP Bonds subsequently issued by the Board
have also been secured by the Reserve Fund. In the Resolution authorizing and approving the issuance of
the Series 1987 INTERCAP Bonds, the Board approved the Indenture of Trust pursuant to which the
Series 1987 INTERCAP Bonds were to be issued and secured (the “1987 Trust Indenture”); agreed to make
an interest bearing loan to the Reserve Fund and agreed, for a fee, to purchase any Series 1987 INTERCAP
Bonds tendered for repurchase that were not remarketed (the “Authorizing Resolution”). In 1991, the
INTERCAP program was expanded, requiring a new Trust Indenture (the “1991 Trust Indenture”),
securing the INTERCAP Bonds, that was approved by the Board. Each subsequent series of INTERCAP
Bonds issued by the Board have been approved by an Authorizing Resolution and a Supplemental
Indenture. The Authorizing Resolutions, the 1991 Trust Indenture and Supplemental Indenture are
collectively referred to as the “Bond Documents.” The Board has never been called on to make a loan to
the Reserve Fund or purchase tendered MFCA Bonds under the Bond Documents.
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Section 1.04. History, Authorizations, Montana Facility Finance Authority Bonds. Pursuant
to Chapter 703, Montana Session Laws of 1987, now codified in Montana Code Annotated, Title 90,
Chapter 7, Parts 1, 2 and 3, as amended (the “MFFA Act”), the Montana Health Facility Finance Authority,
now the Montana Facility Finance Authority (the “MFFA”) is authorized to issue revenue bonds to finance
nonprofit hospitals, prelease centers and other nonprofit health-care providers or entities. The MFFA has
created a capital reserve account to provide additional security (“Capital Reserve Account”) for the Bonds it
issues under the MFFA Act (“MFFA Bonds”). Pursuant to the MFFA Act, the Board is authorized to loan
money to the MFFA for deposit in its capital reserve account and to purchase its bonds and notes.
Pursuant to resolutions of the Board relating to each series of MFFA Bonds for which credit enhancement
is provided, the Board is authorized to enter into an agreement with the MFFA whereby the Board agrees to
make an interest bearing loan to the Capital Reserve Account to restore any deficiency (the “MFFA Capital
Reserve Account Agreement”). For each series of MFFA Bonds credit enhanced by the Board, the Board
has by Resolution approved entering into additional Capital Reserve Account Agreements. The Board has
never been called upon to make a loan to the MFFA Capital Reserve Account. To date, the Board has not
entered into any agreements to purchase tendered MFFA Bonds.

Section 1.05. Previous Credit Enhancement Policies. The Board adopted a “Credit
Enhancement Policy” on February 17, 2006.

Section 2. Findings and Determinations of the Board.

Section 2.01. The Board desires to continue to enhance the marketability of bonds and notes issued
under both the MFCA Act and the MFFA Act and to assist the Board and the MFFA in obtaining the
lowest possible interest rates on loans to eligible governmental units and non-profit corporations providing
needed and essential services and facilities to the public.

Section 2.02. The Board adopts this resolution to codify and clarify the circumstances under
which the Board has and will continue to provide credit enhancement; to authorize its Executive Director to
honor and fulfill the Board’s obligations under the Bond Documents (and Capital Reserve Account
Agreement); and to make this resolution a part of the Board Governance Policy.

Section 2.03. Resolution No. 68 adopted by the Montana Economic Development Board on
July 24, 1985, establishing the Reserve Fund to secure bonds or obligations issued by the Board [is
attached hereto as Schedule 1 and incorporated by reference. |
Section. 3. Decision to Provide Credit Enhancement; source of Credit Enhancement.

Section 3.01. The decision to provide credit enhancement as authorized by the MFFA Act and the
MFCA Act shall be made by the Board pursuant to a duly authorized resolution of the Board related to each
series of Bonds to be issued.

Section 3.02. The Board’s policy shall be to provide credit enhancement when it is prudent to do
so and in the Board’s judgment would result in a lower interest rate to the borrowers under the MFCA Act
and MFFA Act than could be otherwise obtained.

Section 3.03. The funds in the Unified Investment Program from which the Board’s
Credit Enhancement obligations could be satisfied include, but are not limited to: the Permanent Fund sub-
fund of the Coal Tax Trust, the Short Term Investment Pool, and the Treasurer’s Fund.

Section 4. Duties of the Executive Director.

Section 4.01. T.oans. When required under the terms of the Bond Documents, the Executive
Director of the Board is authorized to loan funds to the Board Reserve Fund and the MFFA Capital
Reserve Account pursuant to the requirements of the Bond Documents.

Section 4.02. Purchase of Bonds. When required to do so under the Bond Documents, the
Executive Director is authorized to purchase Bonds pursuant to the requirements of the Bond Documents.

Section 4.03. Use of Funds. The Executive Director is authorized to determine which legally
available funds to use for the above purposes.
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Section 4.04. Notification of Board. If the Executive Director makes a loan to the Reserve
Funds, Capital Reserve Account or purchases bonds putsuant to the Bond Documents, he/she shall notify
Board members via e-mail within three (3) business days of such action and provide a full report to the
Board at its next regularly scheduled meeting specifying the reasons for such action, the dollar amount, the
terms, and the funding source for the loan or bond purchase.

Section 5. Effective Date; No Repeals Policy.

Section 5.01. This resolution shall become effective upon passage by the Board and execution
and certification by the Chairman of the Board. This Resolution shall supersede in every respect and
replace in its entirety the “Credit Enhancement Policy” adopted by the Board on February 17, 20006.

Section 5.02. This resolution is not intended and shall not be construed to modify
any commitment, obligations or agreements, the Board has made pursuant to any duly authorized
resolution or agreement relating to Bonds issued under the MFCA Act or the MFFA Act.

Section 5.03. The policies and procedures established by resolution become an integral part of
the Board’s Governance Policy.

Dated and approved this 14" day of May 2008.

ATTEST

By:

Chairman
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CERTIFICATE OF MINIDTED ROEAVIRG TV
BESOLUTIGH NO. 608

Igsuer Montana Ecencinde Rovelopnent Boakd

Kind, date, kime mad placa of maekbing: A Loacd meeting held
o July 24, 19%8%, at D:00 o'elock a.m. ak Joergenaon's Holiday
Matel Lo Helena, Hontana.

Mewhers prescnb: Pat MgKittrieck, Jdack Schobba, Y¥vonrme Brnider,
Karen Locke, John Octh, aod derry Sullilvan.

Hembeed abrant: Steve Brown.

Docwirents attached:
Mlnutes of said moakling (pagesal):

RESGLUTION MO, LG8

HESOLDPION OF YHK HOWTAHR UCONOMIC DEVELOPMENT LBOARD
FATARLISHIBG A MUNTCIPAL FINANCE CONNOLIDATION AUT
RESERYE TUHD

1, the underslgned, being the Ful'ly qualiiied and acting recacditm
offluer of the public body iasding the abligations refurred
tg Lo tho tiltle of this cectificate, cerkdfy thal the deocumants
abltachod heeets, 88 described aobove, have ‘bwan varefolly cumparad
with the original records of tha public bedy lo oy leguel cuskody,
fron which they have been branscribod) that the doQuiunts arce
4 correck and complefe teapseript of the wlowios of a meeting
af the gaverning body at Gthe meesting, ingofar as they relale
te ths obligatiensz;: and that Lhe megeting was duly bhold by Lha
gaverving bady at the time aod pleca and wag attanded throeughounk
by Ehe pembers indicated above, purasyant to eall and noklce
af gnch meeting oiven as regniead by law.

WITHESS wy hand offiglally as suwch cecording officer Lhis

2 day of July” , 1284,
Vel _ Qirt

- dabim Tekh
{ Benratory
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RESOLLYPION  DE&

Membor dack Schutte  intyoduced the following

resolukion and moved its adopllon:

RCRGLOPTUN OF THE HMOHTANA GCONOMLE DRVELOEACHT
LGOART ESTABLISHING A HUHICTRAL FIMAREE
COMGOLIPATION ACT RESERVE FUHD

Bl LT RESGLYLED Dy The Monlkana Roonomico
Developwenl Board {(the Loacd) 23 Follows:

1. Hecitals, The Board is aukhorized and
directed by Titie 17, Chapker Sy Patk 15, Monbana Cado
Annptakted, as amegpded {tha Ack) Lo crepke funds anmd
accounks necessary bo luplensnk the hct, Locluding a
munigipal cunselidalbion finance ack resarve tund and akher
Eunds and accounts; Lo issue and sell bonds and netes For
the purpuse ol Financing peograms Chereunder; and Lo
seguie the honds and nobes putsuant ko an indenture of
trust and resolublon.  pPursuohl Lo the Mok, Lhe Boacd has
undaertaken & Cash Anticlpakion Financing leagram to
acqiire Nobes Lasned by local govornmenk unite (Lhe
percowdest Lo Cinance bhelr wach flow raqulrensnks, 7o
provide funds Lo aguire the Makbes, Lhe Doagd has
autherized the execution of an Lndonkcure af ''rust (the i v
TndentUre} belween bhe Board and Fircse Tousk Cumpany OF
Hentana §jkhe Trusbee) pursiuaol e which the Boavd ba
authorlzed ta issve and se:l] [Lg Dends. In ocodoe Lo
pivvide [or the seqrogaclon of om) ageounting Fer cerlain
oF its rcvenues and Eunds and in Curlherance of Lhe Agt,
the Boaid hereby debermines ib necessary and approprialo
Lo adopb Lhis resvlution tbhe Resalulion).

2, Definitions, Capitalised Lecms wsed Luk nol
defined herein shall hiave Lhae meanings assigned them in
the Indentuee.

3, Municipal Pliaoce doncolldakion Acl Reserve
Fund. The Bpard horely creakbes fied @SEtaRiisbos Ehe
Tinivipal Finance Conknlidatlon Act Roscrve Pund and
ankhorizes the creabtlan of accounts bhoreoin fof the
purposo of securing ane or more series of boods of
obligations imswad by bhe Doatd, hecounts miy he creakod
pursnant Lo indenkures or reselukions with cespect to
series of bonds or olligariens aecured bthereby and may be
held by & Lrust and invested pursuant ta the proviegions of
such fndentures or rezaliulicns, & cosecve fund
cequicement may be establizhed willl respect Lo cach
accounk. 5o leng as kthe rosegve Fond roguirensnt of each
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aeeount 15 malntained, all investment incows bhareErom bay
be transfected Lo other accounts and funds of the Boacd as
provided in the indentbuee and resgolutlon securing the
bonds.

q, DEhet Funda Aad pecouhte.  Hobhihng contaiwved
in this LKesolution chall bo doemed to limit thoe authority
of ‘Lhe Board te eteate obther Fuhds and accolinlka puksiant
ko khe hek in'addition to the Munielpal Floance
Congolidatlen Ack Roserve Fund,
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Rule Mo. Rule Title Effective Date
Municipal Finance Consolidation Program
297715 Definitions 32271996
297716 Scope of Subchapter 7 10161992
287.717 Description of Municipal Finance Consolidation Act Program s 3/22/1996
287718 Application Procedure 3/22/1996
287.719 Criteria For Evaluation of all Program Applications 3/22/1996
2.87.720 Agregments 3/22/1996
287.722 General Term, Interest Rates, Fees and Charges 3/22/1996
2.97.724 Closing Requirements 32271996
Montana Capital Companies
297801 Purpose 12161983
297202 Definitions 3161990
2.97 803 Application Procedure to Becorme a " Certified" Montana Capital 3161990
2.97.804 Application Procedure to Become a " Qualified" Montana Capital 12/1171387
2.87.805 Completed Application Date 12/1171387
297 206 Amendment of Application 12/16/1983
2.87.807 Allacation of Tax Credits 3/16,/15990
2.97.808 Quarterly Reporting of Qualified Inwve stments 12161983
2.97.809 Reseryation of Tax Credits 121171987
Organizational Rules
2971101 Crganizational Rule 21172000
Citizen Participation Rules and Procedural Rules
2.97.1201 Citizen Participation Rules 2/11,/2000
2.97.1202 Procedural Rules 2/11,/2000
Genemml Requirements for All Investments in Mo rtgages and Loans
2971301 Definitions 2/11,/2000
2.97.1308 Authorized Loan Types 21172000
2.97.1309 Authorized Applicants 21172000
2971310 Loan Program Policies 21172000
Additional Requirements for Commercial, Multi-Family Federalby G varanteed Loans & Economic Development Linked Deposits
2971502 |InterestRateReductinn for Loans Funded from the Coal Tax Trust 21172000
Bonds & Motes of Boamd, Loan Loss Reserve Account, Purchase of Montana Capital Compa ny Debentu res
2.97.1601 |Bo nds and MNotes of Board 10,147198=
Economic Development Bond Program
2971701 Definitions 5/26,/1589
287.1702 Description of Econaomic Dewvelopment Bond Programs 5/26,/1589
2.97.1703 Confidentiality of Information 5/26,1089
2.97.1704 Allocation of Capacity 5/26,1089
2971705 False or Misleading Statements 5/26,1089
2971706 Application and Financing Fees, Costs and Other Charges 5/26,1089
2.87.1707 Application Procedures and Public Hearing Requirements 5/26,/1589
287.1708 Public Interest Criteria 5/26,/1589
2587.1709 Thirty Day Review Requirement 5/26,/1589
Moral Obligation Economic Develo pment Bond Program
2871801 Description of MOBP Frogram 5/26,/1589
2.97.1=202 Eligibility Requirements of MCEP Program 5/26,1089
2.97.1203 Criteria For Evaluating Applications for Project Financing Under the WMOEP Program 5/26,1089
=297.1=04 Interest Rates 5/26,1089
2971205 Closing of Loans 5/26,1089
Stand Alone Economic Development Bond Progmm
2.97.1901 Description of the SABP Program 5/26,/1589
2.97.1902 Eligibility Requirements of SAEP Program 5/26,/1589
2.587.1903 Criteria For Evaluating Applications far Project Financing Under the SABP Program 5/26,/1589
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Rule Mo. Rule Title Effective Date
Conservation Reserve Payment Enhancement Program
=.97.2001 Definitions 1272271989
2.97.2002 Description and Goals of the State CRP Enhancement Program 1272271989
2.97.2003 General State CRP Program Reguirements 1272271989
2.97.2004 Eligibility Criteria For State CRP Program 12/22/19:3
2.87.2005 Holdback For Esahishment of Cover Emergency Use of Cawver 12/22/19:3
2.87.2006 Permissible Uses of Loan Funds 12/22/19:3
2.87.2007 Application Proceduresfaor State CRP Program - Loan Requirementsforthe Application/Barrower 12/22/19:3
2.87.2008 Application Proceduresfar CRP Program - Loan Agreement, Clasing, Funding 12/22/19:3
2.97.2009 Determination of Loan Amount 1272271989
Rules Implementing The Montana Enironmental Policy Act
2972101 Adoption of MEPA Rules /14,1990
2972102 General Requirements of the Environmental R eview Process 21172000
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INVESTMENT P OLICY STATEMENTS
MU # Policy Policy Path/Fielame Link Date Rerised
IMUIL|Abandoned Mine WS FOLICT, Updated PS5 Abandon ed Min eips Feb 2011 0Z/2011
IUBE |Big Sky Econonomic Developrent Fund M POLICYY Up dated IPSEig Sky Econ Dey ipsAug 2007 08/ 2007
I USF |Butte Area One Restoration Fund WS POLICY, Updated IPS Butte Area On e W USF Fund 08219 ips Feb 11 0Zf2011
M USH [Clark Fork Restoration Fund M POLICY Updated IPSy Clark Fork MUSH Fund 08221 ips Feb 2011 0Zfx011
TAUSA | Clark FOrK Site Response Action Fund T, PO LICT yUp dated PGy Clark Fork W USR Fund 08 212 ips Feb 2011 T2 011
WMUS S| Coal Tax Park Trust A POLICY Up dated IPSY Coal Tac Park Trust Fund 2-2004 0272003
TAUA0 | Core Internal Bond Porfolio T POLICTyUp dated IPS\LIEP Core Internd Bond Portips Feo0s 02/2009
TUE 3| Cultural Trust Fund A POLICYY Up dated IPSY Culturd Trust Fund 2-2004 0272004
U35 [Eas H elena Compensation M POLICY, Updated IPSLE=st Helena Compensation Mow 2012 117142012
I U1Z |Endowrnent far Children APOLICY Updated IPSYEndow for Children ips fues 2007 08/ 2007
UG |FWP License dooount SPOLICY Updated IPSYPWP Licen s= MUIG ipsFeb 2011 02ia11
MULS|[FWP M itig ation Trost WA POLICY Updated IPSYPWP Mitieation MU13 ipsFeb 2011 027011
WMUS1|FWP Red Property Trust Fund MY POLICY Updated IPSYFWP real property ips Sept 2003 09/ 2003
WMUS5| Group Benefits WA POLICY Updated IPSYGroup Benefits MUSS ips Feb 2011 02/011
MUED [Highway 33 Bond Proceeds MY POLICY Updated IPSYHigharand 3 Bond Procesds ips June0s 06/ 2005
IMUSE [Historical Society Trust Funds M4 POLICY Updated IPSYHistorical Society ips 11-30-2010 11/50/2010
1AU43 [Montana Domestic Equity Pool MM POLICY Updated IPSYMDEP ips May 2012 05/2012
IMU3E [Montananternationd Fool MM POLICY Up dated IPSYTIR ips Aus 2012 0E/2012
KMU14 (K ontana Pale Superfund WA POLICY Updated IPSYIAT PoleSuperfund MUL4ips Feb 2011 0z/x11
IJU47 | M ontana Private Equity P ool M POLICYY Updated EPYMPEP ips8-12- 2010 08/12/2010
M ontana Public Retirement Flans M POLICYY Updated IPSyPensions ips 8-21-12 0821/ ;012
MULA[Montana Red Estate Pool MY POLICY Updated EPYIWMTRP ips 12-1- 2010 12/1/2010
[AU30 (K ontana University Systermn Group Insirance MY POLICY Udated IFSYIALS Group Ins MUSD ips 8-14-11 2/17/2011
IAUKY | M antana University Systern Group Insurance I POLICY Udared IPSYMUS Group Ins MUKX ips Feb 2011 022011
MUEBL[MaiousWeed MUEL ips Feb 2011 APOLICY Updated IPS Moxious Weed MUEL ipsFeb 2011 0z/2011
IAULY [Older WMantan ansTrust Fund A POLICY Updated IPSy0Ider W ont Trust ipsfug 2007 02/ 2007
U4 |Permanent Cod Trust Funds SPOLICY Updated IPSyPermanent Coal T Trust Policy 0221012
N8 |Public Markets Manager Evduation Palioy A POLICY Updated IPSYPublic farkets Manazer Evaluation Poliog 02/ 22/m 1z
IUS 2 |Resaurce In deranity Trust Fund 4 POLICT Updated IPSYResource ipsSept 2003 0972003
MU [Retirernent Funds Eond Pool MY POLICY Updated IPSYRFEP IWS0 ipsFeb 2011 0272011
MUZE [Short Term Investrnent Pool M POLICY Updated IPSYSTIP ips Woy 2012 1171472012
MU3l |Srelter Hill Feb 2011 S POLICY, Updated IPS\Smefter Hill MUSI Fund 08222 ips Feb 2011 0Z/011
WU [Stace Fund Insurance A POLICY Updated IPShState Fund ipsFeb 2013 PETERE
IAU1S [Streamside Tailing s A POLICY Up dated IPS\Strearmside Talings ips 11-07 11/2007
IMU27 [Subsequent Injury A POLICY Up dated IPShSubsequent injury ips M arch 05 03/2003
IMUS2|Tobacco Trust S POLICY, Updated IPST obaccaT rust ips lan 05 0172003
IMUBS [Treasure State Endowrnent Funds MY POLICY Up dated IPSY T ressure St Funds09040 & 02044 jpslune 04 05/ 2004
TAUGA | Treasire State Regiond Water Funds T PO LICT Up dated P54 ressure StFUnds09036 & 09047 ipsJune 04 5] 2004
MU0 [Treasurers Fund KMIULO M POLICYY Up date IFSy Treasurers Fund MULD ips Feb 2011 072011
IIUSE Trust & Legacy Tl POLCIY, Up dated IPSYT rust & Legacy ips Ag 07 0E/207
MUAL [Trust Funds Investrment Pool MY POLICY Updated IPSATFIP MUAL 2011 0Zfx011
U of M Endowments M POLICYY Up dated IPSY U of M Endowments ips Dec 05 12/ 2003
U779 [U of M Operaing Funds WY POLICY Updated IPSYU of M Operating Funds ipsJuly 02 07/ 2002
IU3P [Upper EBlackfoot Response S POLICY Updated IPSYUBMC IPS Feb 2011 0z/011
MU22[Upper Clark Fork River Basin RessrveFund A POLICY Updated IPSYUCFRE Reserve Fund 02200 ipsan 04 01/ 2004
MUZ2L (Upper Clark Fork River Basin Restoration Fund A POLICY Updated IPSYUCFRE Restoration Fund 02937 ipsJan 04 01/2004
IMUSS [Wildlife Habitat Trust ips N POLICY Updated IPSyWildlife Habitat Trust ipsSep03 09/2003
IUE0 | Zartran fLandusky Long Term Water APOLICT Updated IPSYYORTIM AR MUSD Fund 02540 ipsFeb 2011 02ia11
IAUGT |Zortrman /Landusky Trust WA POLICY Udated IPSYZORTAAN Trust MUET Fund 09005 ips Feb 2011 027011
Coal Tax Trust Policies
Approved Lender Policy M:\POLICY\In-State\Approved Lender Application 06,2004
Commercial Loan Policy M:\POLICY\Updated IPS\Commerical Loan Policy 04082014.docx 4/8/2014
Infrastructure Loan Policy & App M:\POLICY\Updated IPS\Infrastructure Policy 04082014.docx 4/8/2014
Residential Loan Policy M:\POLICY\In-State\ResidentialMortgagePolicy 08/18/2005
Value Added Loan Policy M:\POLICY\Updated IPS\Value Added Policy 04082014.docx 4/8/2014
Veteran's Home Loan Policy M:\POLICY\Updated IPS\Veterans Home Loan Policy 20130529 8/21/2012 5/29/2013
Bond Program Policies
INTERCAP Policy M:\POLICY\Updated IPS\INTERCAP POLICY 201305 05/2012 05/29/2013
University System INTERCAP Loan Policy M:\POLICY\Updated IPS\University System Intercap Loan Policy 201305 5/29/2013
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Resolution 234
Continuity Resolution for Chief Investment Officer Position

WHEREAS, the Montana Board of Investments (Board) has delegated certain critical authority and duties to
its Chief Investment Officer that must be exercised and performed in the absence of the Chief Investment

Officer; and

WHEREAS, the Chief Investment Officer may be incapacitated or temporarily absent from the office under
circumstances that render the Chief Investment Officer unavailable to exercise such authority and perform

such duties,
NOW, THEREFORE:

RESOLVED, that the Executive Director and the Deputy Director shall notify the Board Chairperson
immediately at any time the Chief Investment Officer, due to incapacity, unexpected absence or other
circumstance, is unable to perform his/her duties; and

FURTHER RESOLVED, that duting the period of incapacity, absence, or inability to perform the duties by
the Chief Investment Officer, the Executive Director or if necessary as provided under the Board's
Resolution 218, the Deputy Director, is hereby designated the Acting Chief Investment Officer and fully
empowered to perform all the duties of this position except as further described herein below for
Investment Manager Contracts, and

FURTHER RESOLVED, that while serving as the Acting Chief Investment Officer, the Executive Director
may designate, after consultation with the Board Chairman, a deputy chief investment officer from among the
Board’s exempt investment staff whose role and authority would be defined at the ume; and

FURTHER RESOLVED, that during the time that the Executive Director serves also as the Acting Chief
Investment Officer, in order that appropriate checks and balances are preserved for matters specifically and
only pertaining to Investment Manager Contracts, as further prescribed by the Board’s Governance
Policy, that the oversight responsibilities regarding Investment Management Contracts held by the Chief
Investment Officer shall be overseen by whomever the Board’s portfolio manager is responsible for the
relevant asset class involving the particular fnvestment Management Contract issue; and

FURTHER RESOLVED, that so long as the Chief Investment Officer is incapacitated, absent or otherwise
unable to perform his/her duties, and during the period that there is an Acting Chief Investment Officer, the
Executive Director must specifically update the Board, at its regularly scheduled meetings, regarding all
relevant matters pettaining to the need for the continued implementation of this Resolution’s delegations; and

FURTHER RESOLVED, that the Acting Chief Investment Officer shall operate only within the authority

and parameters established in the Board’s Governance Policy, and as otherwise provided by Board policy and
statute.

Dated and approved this 25t% day of February 2014.

ATTEST

By: 'W/C/ _7%&””6?

Chairman
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I. PURPOSE

The purpose of this Board Education Policy is to establish guidelines and procedures for members of the
Montana Board of Investments that recognize and affirm the importance of education to the success of
fulfilling their fiduciary responsibilities.

II. PoLicy OBJECTIVES

1.  All Board Members will have education opportunities to maintain the knowledge they need
to carry out their fiduciary responsibilities and engage in effective group discussion, debate
and decision making.

2. Newly appointed or elected Board Members will be provided with the general introductory
knowledge they need to enable them to effectively participate in Board and Committee
deliberations in a timely manner.

3. Board Members will have the opportunity to learn through networking with the Trustees of
other public retirement systems and learn of alternate approaches to common issues and
problems.

I11. ASSUMPTIONS AND PRINCIPLES

1.  Board Members are responsible for making policy decisions affecting all major aspects of
plan administration. They, therefore, should acquire an appropriate level of knowledge of all
significant facets of the investment management process rather than specializing in particular
areas.

2. A variety of educational methods are encouraged since no single, educational method is
optimal.

3. The Board Education Policy is not intended to dictate that Board Members attend only
specific conferences or programs. Although a list is included in this Policy as a reference, the
Policy is a framework for the types of opportunities that Board Members may use in their
fiduciary education.

IVV. PoLicy GUIDELINES
1. GENERAL PROVISIONS
A. All Board Members are encouraged to develop and maintain their knowledge and

understanding of the issues involved in the policy direction and management of the
Montana Board of Investments throughout their terms as Board Members.
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B. Board Members are encouraged to develop an appropriate level of knowledge across a
broad spectrum of issues, including:

i.  Governance and fiduciary duty

ii.  Actuarial policies and pension funding

iii.  Best practices in total fund, asset class composite and investment manager
monitoring, funding and decision-making

iv.  Key institutional investment management concepts, including, but not limited to:
a. Portfolio management theory and strategies
b. Asset class attributes and investment strategies
c. Performance evaluation concepts

C. Board Members are encouraged to help seek out, evaluate and take advantage of
appropriate educational tools, which may include, but are not limited to:

i.  External conferences, seminars, workshops, roundtables, courses or similar
vehicles
ii.  In-house presentations by the Board’s service providers, staff, or non-affiliated
investment experts
iii.  Relevant periodicals, trade journals, textbooks, electronic media, etc.

D. Standards for determining the appropriateness of a potential educational opportunity
shall include, without limitation:

I.  The extent to which the opportunity is expected to provide Board Members with
the knowledge they need to carry out their roles and responsibilities, and

ii.  The expected return on investment of the program, taking into account the
expected educational benefits weighed against the expected costs, such as travel,
lodging and related expenses.

iii.  Board Members are encouraged to assist in identifying the educational vehicles
that best meet their needs, and to seek an appropriate level of knowledge in each
of the areas listed in Section IV. 1. B. of this Policy.

E. The Board shall establish an annual budget to cover the cost of providing continuing
fiduciary education for its Board Members. The Board shall reimburse Board members
for all reasonable and necessary expenses incurred in attending educational programs
encouraged hereunder as provided in this Policy.

F.  Each Board Member is encouraged to report to the Board on the most important
knowledge or information gained from the conference/seminar/workshop attended and
recommend whether to attend in the future.
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2. BoARD MEMBER ORIENTATION PROGRAM

A.

An orientation program will be formalized and maintained for the benefit of new Board
Members.

The aim of the orientation program shall be to provide relevant information/education
so that new Board Members are in a position to contribute fully to Board and
Committee deliberations and effectively carry out their fiduciary duties as soon as
possible after joining the Board.

The orientation program may include:
i. In-person introduction to MTBOI management and staff
ii. A tour of the staff office

iii. Orientation materials, which may be presented to Board Members via an
orientation session, which may include:

Current Governance Policy

Roles, responsibilities and ethics of Board Members and Staff

Board Committees

An overview of State laws relevant to fund management

Most recent Annual Report

Most recent Investment performance report

Budget authorization and cost monitoring

Current organization chart

Names of Board Members and Staff

Work plan, calendar, acronym and terminology lists

TR e a0 o

3. SYSTEMATIC WORK AND EDUCATION PLAN

A.

In order to educate, review and in all respects, assist Board Members in fulfilling their
fiduciary role, Board Members will be provided on-going training and education on
investment related topics and Board Operations through the Systematic Work and
Education Plan (See Section 10 in the Board’s Governance Manual).
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4, ATTENDANCE AT EDUCATIONAL CONFERENCES AND SEMINARS

A. Illlustrative examples of conferences that Board Members may consider attending
would include:

i.  Council of Institutional Investors (CII)
ii.  Institutional Investor Conference on Alternative Investments
iii.  Institutional Investor Conference on Fund Management
iv.  International Foundation of Employee Benefit Plans
v.  Portfolio Concepts and Management sponsored by the Wharton School,
University of Pennsylvania (Wharton)
vi.  Public Pension Investment Management Program (SACRS)
vii.  Semi-annual conference sponsored by the State Association of County Retirement
Systems (SACRYS)

B. All Board Member out of state travel to be reimbursed by the Board will be first
approved by the Chair after consultation with the Executive Director.

C. Inattending conferences, preference will be given to those sponsored by educational
institutions or pension industry associations as opposed to conferences with agendas
that are largely determined and executed by current or potential vendors to the MTBOI.
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Custodial Bank Policy APPENDIX N
1. The Board recognizes that Montana law authorizes central depository banking services:

17-6-101. Deposit of funds in hands of state treasurer. (1) Under the direction of the board
of investments, the state treasurer shall deposit public money in the treasurer's possession and
under the treasurer's control in solvent banks, building and loan associations, savings and loan
associations, and credit unions located in the state, except as otherwise provided by law, subject
to national supervision or state examination...

(6) The state treasurer may contract with a financial institution to provide general
depository banking services. The cost of contracting for banking services is statutorily
appropriated, as provided in 17-7-502, from the general fund.

2. The purpose of this policy is twofold: first, to acknowledge the complex and substantial role of
the Custodial Bank and therefore provide the following policy guidance; and second, to
acknowledge that there is an associated custodial credit risk specific to the Custodial Bank
relationship and the steps required to mitigate this risk. Risk in this context is the event of
failure of the depository financial institution in possession of the Board’s assets whereby the
state is not able to recover the value of the investments or collateral securities. This risk is not
limited only to the Custodial Bank; there may be sub-custodial Banks particularly in foreign
countries that may not be affiliates of the primary Custodial Bank.

3. The Custodial Bank provides a range of services including securities safekeeping and settlement
services including global and domestic U.S. custody, global and domestic cash processing
including foreign exchange, securities accounting and reporting, participant accounting
(transfer agent accounting and reporting), investment performance and analytics reporting,
custodial securities lending or non-custodial securities lending facilitation at the Board’s option,
providing and maintaining a comprehensive on-line accounting system to account for the
Board’s entire portfolio and all transactions.

4. Given the complex role, responsibility and trust associated with the Board’s Custodial Bank, the
selection is proscribed as follows: First, the Board acknowledges that the selection process is
governed by the State’s procurement process through a formal ‘Request for Proposal’. Second,
the Board specifies the following minimum qualifications for respondents to the RFP:

A. Offeror must have been providing domestic and global master custody services for at least
ten (10) years.

B. Offeror must have under custody at least $1 trillion in assets at fair value, $500 billion of
which must include international foreign currency assets.

C. Offeror must have been providing domestic and global master custody services for at least
ten (10) public or corporate pension funds, each with assets of at least $10 billion, at fair
value for a minimum of five (5) years.


http://leg.mt.gov/bills/mca/17/7/17-7-502.htm
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Offeror must have provided securities lending services for public pension and non-pension
funds for a minimum of ten (10) years, and the fair value of securities on loan must have
averaged $40 billion daily during the twelve (12) preceding months.

Offeror must be able to perform all procedures necessary to convert from the current
Custodial Bank’s system to the new Custodial Bank’s system of record. Offeror must have
completed transitions of at least five (5) public funds with diversified assets totaling at least
$25 billion at fair value.

Offeror must be able to provide participant (transfer agent) accounting (mutual fund type
accounting) and be able to demonstrate to the Board’s satisfaction its ability to provide such
accounting.

Offeror must be able to provide on-line comprehensive securities accounting and be able to
demonstrate to the Board’s satisfaction its ability to provide such accounting.

Offeror must allow Board staff to customize reports and provide an electronic interface for
such reports

Offeror must be able to provide a direct interface between its securities accounting system
and the Board’s Financial Asset and Investment Management System (the Board’s trade
order management system).

Offeror must be able to provide assurance through a third party, in writing, that its internal
control reviews are conducted in compliance with the Statement of Standards for
Attestation Engagements (SSAE) Number 16 (SOC, Report on Controls at a Service
Organization); and the Offeror must have in place an internal audit staff who consistently
evaluates all internal control systems and risks associated with master trust/custody
services.

In addition to the above minimum qualifications, the Offeror must be able to demonstrate to
the Board’s satisfaction:
Organizational Resources, Technology and Staffing

Securities Safekeeping and Core Servicing

Securities Settlement, Accounting and Reporting

Cash and Exposure Management

Foreign Exchange

Securities Lending

Comprehensive Accounting System including Transfer Agency
Performance Measurement and Portfolio Risk Analysis
Transition and Conversion

5. The Board acknowledges that the Custodial Bank will generally have investment and deposit
options available to the Board. To mitigate risk:

A. Custodial Bank must demonstrate that it has sufficient financial strength to protect
the interests of the Board.
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B. Hold a short-term and long-term credit rating by at least one Nationally Recognized
Statistical Rating Organization (NRSRO) that meets a minimum requirement of Al
or P1 (short term) and A3 or A- (long term). Current ratings for State Street Corp.:

i. ST Ratings: A1/P1/F1+; and
ii. Senior Unsecured Ratings: A+/A1/AA-, with negative outlook at S&P.

C. For any cash balances held as deposits of Custodial Bank or sub-custodial banks,
they are held in the name of the Board or its accounts and are incidental and only
held for short periods while awaiting instructions or other disposition.

6. The Board delegates to the Custodial Bank that it is to be the ‘book of record’, however, the
Board reserves to itself its fiduciary responsibility to assure accurate records regarding both
holdings and performance.

7. The Board acknowledges and allows that some of its fiduciary assets are by their nature held
elsewhere other than by the Custodial Bank and by cross-reference to (article) III part 3 of its
Governance Policy, directs and requires the Chief Investment Officer to set appropriate due
diligence and control standards to provide for the prudent safeguarding of such assets as:

A. Index funds

B. Private equity and real estate ownership interests

C. Any commingled funds held within managed accounts (these would include use of any
ETF’s or proprietary commingled funds in the form of an institutional trust vehicle)





