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1.1

Investment Policy Statement

111

1.1.2

Purpose

Investments for the St. Paul Teachers' Retirement Fund Association
(SPTRFA) will be made for the sole purpose of increasing Fund assets that
will be used to provide benefits of plan participants and beneficiaries
within constraints of applicable Minnesota Statutes and the policy
statements contained in this document. The defined objectives include
"real" rates of return for the plan assets (returns in excess of inflation).
The Fund assets must be invested with skill, care, and diligence that a
prudent person acting in this capacity would use. Within this framework,
the Fund seeks to optimize total return on the Fund's portfolio through a
policy of diversified investments to achieve maximum rates of return
within prudent risk. These objectives may be modified based on changes
in plan provisions or the nature of capital markets.

Fund Objectives

The following statements will establish policies and restrictions to be
placed in the Fund investments. However, these are not intended to
impede the manager's efforts in attaining the overall objectives of the
Fund.

1.1.2.1 Total Fund assets should earn over a market cycle an average
annual "real" rate of return in excess of inflation by five percent
(5%), or a minimum annual rate of return not less than the
actuarial investment return assumption which is currently 8.0%.
(Inflation is defined as the Consumer Price Index.)

1.1.2.2 The Fund's total return should fall within the top 1/3 of returns in
a universe of public pension funds with similar objectives.

1.1.2.3 The Fund's five year annualized rate of return should be
sufficient to provide a post-retirement COLA.

1.1.2.4 While recognizing the importance of the preservation of capital,
we adhere to the theory of capital market pricing, which
maintains that varying degrees of investment risk should be
rewarded with incremental returns. Consequently, prudent risk-
taking is justifiable and reasonable investment risk will be taken
given prevailing capital market conditions.
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1.2

1.3

1.1.2.5 Portfolio risk levels should be established to minimize sharp
declines in principal values. The volatility of returns for the
various allocations should be controlled such that the standard
deviation of the quarterly returns does not exceed 120% of the
same measure of the benchmark for that asset category. The
possibility of moderate declines in total value is a risk accepted
as necessary to achieve long term results.

1.1.2.6 Long term objectives should be long term appreciation of the
Fund's assets and consistency of total portfolio performance.

1.1.2.7 Strict monitoring of Plan costs, especially in areas such as
investment management fees and costs, shall be aggressively
pursued by staff to insure that the maximum amount of financial
net benefit accrues directly to the Fund's assets in order to meet
future liabilities.

1.1.2.8 Liquidity of fund assets and insuring that sufficient resources are
available to meet operational needs is of importance in the choice
and placement of investment assets. Wherever possible, priority
should be given to liquidity when considering comparable
vehicles. However, liquidity concerns should not be employed
such as to preclude or prevent the use of prudent, higher return
opportunities.

Statutory Constraints

Investments shall satisfy the conditions of Minnesota Statues Section 356A.06, as
they apply, to the approved list contained therein, the prudent person standards of
this chapter, and any future statutory constraints pertaining to SPTRFA.

Distinction of Responsibilities

131

1.3.2

Board of Trustees

The Board of Trustees (Board) shall be responsible for the adoption,
implementation and monitoring of the Investment Policy in conjunction
with the Board's staff, its retained investment managers and investment
consultant. The Board shall have a means of continuing to advance their
investment knowledge through workshops, seminars and conferences.

Investment Managers

Investment Managers retained by the Board that manage assets in a
separate account format for the Fund shall manage the assets assigned to
them in accordance with the adopted Investment Policy. Those
Investment Managers retained by the Board who manage assets in a
pooled or commingled account shall be mindful of the provisions with the
Fund’s current Investment Policy and seek, as prudently as possible; to
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manage such commingled assets in a manner that seeks to comply with the
highest of fiduciary standards. It is understood by the Board, that when it
invests in a commingled, pooled, and/or passive portfolio, the Manager
may not always be able to comply, due to the nature of a multi-investor
vehicle, with Minnesota statute or the Fund’s operating Policy guidelines.
Within the Fund’s separate account vehicles, such Managers shall manage
the assets assigned to them in accordance with the adopted Investment
Policy in effect and the conditions included in the Investment
Management Agreement then in effect.

1.3.3 Custodian

The Custodian hired by the Board has the responsibility to safeguard the
securities entrusted to their care, to settle trades in an efficient manner and
to report monthly to the Board the activity in the holdings and may
provide, at the direction of the Board, performance of the portfolios in
their care.

1.3.4 Staff

The staff of SPTRFA is responsible to prepare investment reports to the
Board, to oversee the investments within the Plan's portfolio, to conduct or
arrange for regular Board training on investment related matters and to
carry out all requests of the Board and Investment Committee and other
actions required by this Investment Policy.

Staff, namely the Executive Director, at the direction of the Board, will be
permitted discretion to identify and select a finalist investment manager(s)
to manage a portfolio of assets within the Fund’s portfolio, in accordance
with a Board approved mandate, provided said mandate does not exceed a
starting value of greater than $10 million (Ten Million Dollars) and, in no
case, may the aggregate value of assets managed by firms so chosen under
this delegation exceed, at the time of their original funding, a total of $25
million (Twenty Five Million dollars). It is understood the candidate(s)
recommended by staff under this provision is subject to review by the
Board and such grant may be rescinded by the Board at any time.

1.3.5 Consultant

A consultant retained by the Board shall be responsible for any investment
related matter so requested by the Board which may include at least
quarterly performance reporting, manager analyses, the undertaken of
various studies and investment related research to assist the Board with its
investment decisions and reporting on any significant problems in a
portfolio or within a management firm. The Consultant may be involved
with monitoring public as well as private markets and investment firms as
the Board shall from time to time determine.

St. Paul Teachers’ Retirement Fund Association 7
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1.4

1.5

Diversification

Pension plan assets are to be broadly diversified in order to minimize the risk of
large losses in individual investments or by individual managers. Diversification
IS, in major part, accomplished through selection of asset mix and investment
management.

1.4.1 Common stock

Not more than one and one half percent (1.5%) of total fund assets at cost
may be invested in a common stock of any one company.

1.4.2 Shares in any one corporation

Investments shall not exceed five percent (5%) of total outstanding shares
in any one corporation.

1.4.3 Percentage of Fund assets invested in a particular sector

Not more than 15% of total fund assets may be invested in a particular
sector.

1.4.4 Maximum allocation to any one active management firm

The maximum allocation to any active management firm is 15% of total
assets.

Asset Allocation

The Fund's asset allocation policies must reflect, and be consistent with, the
investment objectives and risk tolerances stated in this investment policy. The
assets will be invested according to the following guidelines for proportions to be
invested in each asset class with the goal of optimizing return within the
framework of acceptable risk.

1.5.1 Evaluation

Evaluation of this Policy and related investment guidelines which help to
determine the proportions to be invested in each asset class shall occur at
least every three years. The Fund's asset allocation targets should be
reviewed at least annually.

1.5.1.1 Periodic evaluation of the asset allocation plan is to ensure that
the Fund is generating the "policy" return.

1.5.1.2 The three-year time period will allow enough time to enable the
asset allocation program to mature and perform as intended, and
to protect the Fund from "chasing™ the market when a certain
asset style is not currently being rewarded by the market.

1.5.1.3 If at any time the economic, fiscal, or investment environment
should change significantly, it shall be the duty of the staff,
investment advisors and/or investment counselors to so inform
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the Board and to recommend modifications necessary to address
the changes.

1.5.1.4 The investment returns realized by the Fund's asset allocation
will be regularly measured against those of its target portfolio.

1.5.2 Guidelines

For pension plan investments, the major component of return is its policy
asset mix. When determining the allocation of assets for SPTRFA the
following guidelines are taken into account:

1.5.2.1 Expected returns are maximized at an acceptable level of risk.

1.5.2.2 The asset mix should provide average five-year returns in excess
of eight percent (8.0%) as consistently as possible.

1.5.2.3 The asset mix should provide, to the greatest extent possible, for
the maintenance or improvement of benefit security under the
plan. Benefit security is determined based on the relationship of
the market value of plan assets to the level of actuarial liabilities.

1.5.3 Asset Allocation Structure
The SPTRFA asset allocation will be as follows:

Cash and Equivalents Not more than 10%
Public Market Equities Not more than 75%
Public Market Debt Not more than 60%
Private Markets Not more than 10%
Real Assets Not more than 20%

The Board will, from time to time, establish specific asset "targets" and
create a Target Portfolio. These asset classes including allotted
percentages will comprise Exhibit 1 attached to this Policy and will from
time to time be modified to meet changing needs of the Fund and market
conditions. The Fund's intention is to maintain the proportion of assets as
close as is reasonably possible (i.e. within an accepted range, 2-4% +/-) to
the specific percentages specified in Exhibit 1. Rebalancing the
investments back to the policy percentages will be accomplished semi-
annually. However, the investment advisors are not obligated to commit
all or any part of the allocation to equities in any given month and may
reduce any amount if, in their opinion, the investment climate favors such
action. Allotments uncommitted in any month, as well as the proceeds
from equity sales, may be committed in later periods.

1.6 Global/Domestic Public Equities

Whereas in the past, the major portion of Plan assets may have been allocated to
domestic equities due to historically stronger long term returns and a traditional
home bias, this has not always and, going forward may not, prove as favorable.

St. Paul Teachers’ Retirement Fund Association 9
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1.7

1.8

Therefore, while it is generally expected that equity assets will continue to be a
major hedge against inflation and the primary source of "value added" (i.e. alpha),
it is the design of this Policy to permit wider geographic latitude in the selection
and mandate of equity investment managers. Globally focused firms may play as
important a role as domestic and non-US only equity managers. Developed and to
a lesser degree non developed markets have a role in generating competitive
returns, as well. While it is expected that a home bias is likely to always exist
within investment mandates, the times and pace of markets generally demonstrate
that from a return, risk and diversification standpoint, a globally oriented equity
portfolio may permit a greater degree of flexibility and ability of managers in
meeting the Fund's return needs. It may also be appropriate that large cap equity
allocations utilize but are not required to use passive management (indexation)
due to the expected efficiencies of these larger cap markets. This is generally less
so with mandates that include smaller cap ranges, where less efficient markets
may reward active management.

To reduce volatility, the total equity portfolio will seek diversification through
style, capitalization, geography and other lower-correlation factors.

The benchmark for the broad cap U.S. equity investments is the Russell 3000
representing the total U.S. Market. For global related investments, the
comparable is the MSCI-ACWI. For less encompassing mandates, an appropriate
benchmark agreed upon by the manager, consultant and Board/staff would apply.

Non-US Equities

International (non-US) equities, including emerging markets, may be a
diversifying element of an investment portfolio. The overall benchmark for a non
U.S. developed markets equity investment is the MSCI Net weighted Europe,
Australia, Far East (EAFE) Index. When emerging markets are included in the
mandate along with developed equities, the benchmark would generally be the
MSCI-ACWI Ex-US. When the mandate is limited to emerging markets only, an
appropriate, non-developed markets benchmark would apply as agreed upon by
the manager, consultant and Board.

Global/Domestic Fixed Income Securities

The Fixed Income Allocation shown may include a passively managed (indexed)
component. Generally, actively managed portfolios and/or enhanced fixed
income portfolios, which could include overlay features and related value-add
strategies, are capable of providing added returns and flexibility, which may be
important during extended periods when interest rates or other factors may
otherwise limit the returns achievable from this important, diversifying asset
class.

Government and corporate bonds, mortgage investments, asset backed securities,
and shorter term credit investments are the traditional components of any fixed

St. Paul Teachers’ Retirement Fund Association



Investment Policy

income structure. This asset class is expected to provide income (yield) and
greater stability of market values than generally available from equity and equity-
like investments. The overall benchmark for US fixed income investments is the
Barclays Aggregate Index or the Barclay's Government Credit Index. Other
indices may be utilized upon approval of the Board. Global fixed markets would
utilize and agree upon a global benchmark (i.e., the Barclays Global Aggregate).
Non-US fixed income securities may be included in a portfolio in accordance with
the provisions of Minnesota statutes. These non-US debt holdings would be
generally limited to Sovereign debt positions, but may include non-US corporate
debt.

1.9 In-House Investments

It is not anticipated that any investments of the Fund would be managed in-house
by SPTRFA staff. It is the desire of the Board to rely on outside investment
management. [An exception may be distributions from private equity
partnerships.] The Board would prefer to liquidate such investments when
possible or transfer management of such publicly traded stock to an appropriate
active manager for continuing management.

1.10 Private Market (Alternative) Investments

The use of Partnership and Alternative Investments is intended to diversify the
portfolio, possibly dampen its volatility and seek to achieve above average return.
These investments may include venture capital, buyout, credit related, resource
related and infrastructure among others. Funds in this asset class include direct
investments in a Fund of Funds structure which may also provide alternative
investment consultant services to the Board and staff. Consultant services play a
valuable role in this area in helping staff with plan documents, helping to develop
a balanced strategy and providing important access to the better P/E managers
within the desired investment space.

These investments may be limited by statute or Board policy to a specific
committed percentage of the total portfolio, but normally would comprise a level
not to exceed 10% of the total portfolio when committed principal is fully
drawn/invested.

1.11 Real Assets (Inflation Hedged)

Commercial, industrial, residential properties may offer protection against
unexpected inflation, decrease the overall portfolio volatility, and provide (lower
correlated) diversification from traditional capital market exposure. Real estate
returns have been roughly comparable to the long term returns of common stocks.
Additionally, certain natural resource holdings (minerals, timber, energy,
commodities) would qualify under this category and provide similar low-
correlations to traditional equity markets. These investments may be direct
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1.12

investments or in limited partnership vehicles. Real estate specific investments
may include direct ownership of developed realty as well as participation in open
end core, value added and opportunistic type partnerships. REIT (i.e. real estate
investment trusts) investments are permitted and are to be classified within global
equities and do provide a diverse real estate exposure and offer important
liquidity. REITs offer equity like risk characteristics than real assets and more
appropriately are placed within the global equities’ asset class. The inflation
hedged class of investments may contribute to the reduction in portfolio volatility
as well as provide that important hedge against unanticipated inflation.
Investment in this class may be done on an opportunistic basis.

Performance Measurement

Time weighted returns will be calculated monthly, quarterly, annually, and in
three and five year periods by an outside firm contracted to measure the
performance of the Fund and fund managers. The consultant will report on the
investment performance in comparison with the Fund objectives, appropriate peer
funds and managers, and performance benchmarks. These reports will be
reviewed by the staff and reported to the Board of Trustees.

1.12.1 SPTRFA Performance Objectives

The Fund's performance objectives will be divided into two components:
objectives for the overall fund and objectives for individual portfolios.
Both levels of objectives will be incorporated in quarterly reviews of the
Fund's performance. The performance objectives for the overall fund are
fourfold: meeting a financial plan, combating inflation, achieving the
desired rate of return assumed by the actuary (investment assumption),
and outperforming a benchmark portfolio with similar characteristics.

1.12.1.1 The financial plan. This involves employing, on a continuing
basis, various asset classes in a strategic allocation and to
accompany that with the selection of the highest quality
investment managers best able to achieve a desired level of out
performance relative to their appropriate benchmarks to
achieve long term Fund target levels of return.

1.12.1.2 Inflation. The inflation objective requires that the investment
performance provide a real return over the expected rate of
inflation, the primary driver of benefit adequacy and therefore,
pension costs.

1.12.1.3 The rate of return assumed by the actuary (investment
assumption). The total fund should earn a return at least equal
to the rate assumed by the actuary and/or as set by Statute.

1.12.1.4 A benchmark portfolio with similar characteristics. The last
objective results in the creation of a comparative index which
accurately reflects SPTRFA's unique asset allocation policy.
Exceeding this objective indicates that the active management
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of the various portfolio components has added value over a
passively managed fund with a similar asset mix.

1.13 Investment Managers

Investment managers shall be selected to fill the investment needs identified by
the Board. When circumstances are justified, requests for proposals shall be
issued to qualified firms, and managers shall be selected for interview based on
criteria which the Board may determine from time to time. In the alternative to
RFP’s, qualified managers may be engaged from a list of firms acceptable and
pre-approved by the consultant and/or staff and submitted to the Board's for its
prior review and approval.

To limit the Fund's investment management exposure to any one investment
manager, it is the Board's policy to restrain the allocation of Fund investments to
not more than 15% of the total market value of the Fund assets unless special
circumstances warrant a higher percentage of assets with the approval of the
Board Any needed reductions, due to the board's policy of maximum allocation
to any investment management firm, will be done semi-annually. If during any
semi-annual period a management firm exceeds the policy maximum exposure by
2.5% of the market value of the Fund, an immediate return to the policy
maximum is required.

The Fund’s portfolio shall not include an active mandate which would be or has
become greater than 20% (twenty percent) of the total assets under management
(AUM) included within a specific strategy overseen by the Fund’s portfolio
manager(s). To determine the assets within a specific strategy, it is appropriate to
include all assets including separate accounts, commingled funds (trusts), and
other vehicles that collectively represent the total assets under management within
the strategy managed by the investment professional or investment team that is
responsible for the Fund’s portfolio. Compliance with this provision will be
monitored annually by the Fund and also reported periodically by the investment
manager.

1.13.1 General Guidelines

The general guidelines that are required from all of SPTRFA's managers
are as follows:

1.13.1.1 Manager's investment philosophy, style and strategy shall
remain consistent and shall not change without the Fund's
approval.

1.13.1.2 Managers should stay within minimum and maximum
percentage parameters and not alter the investment style
established by the Fund.

1.13.1.3 Managers are prohibited from investing in private placements,
letter stock, and uncovered options; and from engaging in short
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1.13.1.4

1.13.1.5

1.13.1.6

1.13.1.7

1.13.1.8

1.13.1.9

1.13.1.10

1.13.1.11

1.13.1.12

1.13.1.13

1.13.1.14

1.13.1.15

1.13.1.16

sales, margin transactions or other specified investment
activities without prior approval of the SPTRFA Board.

The use of listed options and option strategies to enhance
returns and potentially diminish risk within portfolios may be
employed with SPTRFA approval.

Sector and security selection, portfolio quality and timing of
purchase and sales are delegated to the investment manager
who will adhere to SPTRFA guidelines.

Managers fees may directly relate to the achievement of
performance objectives.

Transactions that involve a broker acting as a "principal”,
where such broker is also the investment Manager who is
making the transaction, is prohibited, except where specifically
approved by the Chairman of the Investment Committee.

Transactions shall be executed at competitive costs and utilize
the Board's designated commission recapture brokers whenever
prudent.

Managers shall report regularly to the Executive Director as to
the status of the portfolio through monthly reports.

Managers must report extraordinary losses and explain those
occurrences within a reasonable period to the SPTRFA
investment staff.

Cash shall not exceed 20% of the market value of any portfolio
without Board approval.

A copy of the managers' Form ADV (SEC required investment
advisors disclosure statements, Part | and Part 11) shall be
provided to the Executive Director annually and be available
for review in the SPTRFA offices.

A single security will not exceed 10 percent (10%) of any
managed portfolio, except in those cases where a manager
oversees an approved, intentionally concentrated portfolio of
securities. In these cases, however, the Board or its staff shall
be kept regularly informed regarding securities which exceed a
10% holding within the portfolio.

SPTRFA will assign its voting of proxies according to proxy
guidelines to its investment managers while reserving the right
to vote any proxies with timely notice to the manager.

Meetings between the investment manager and the Fund shall
be held from time to time. Such "meetings™ may include
formal reports in person to the Board or any planned due
diligence visit/meeting by staff or consultant with the Manager
with follow up reports to the Board. Meetings may be more
frequent if significant concerns arise about the manager's
investment strategy or performance, or if key changes occur in
the manager's personnel or organizational structure.

SPTRFA Investment Committee will meet at least quarterly or
more often as conditions require.

St. Paul Teachers’ Retirement Fund Association
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1.13.1.17 Managers are expected to produce performance that exceeds an
agreed upon hurdle above the appropriate benchmark on a net
of fees basis. At a minimum, an active equity manager shall
exceed the respective benchmark, net of fees by 100 basis
points annually over a three year rolling average and seek to
perform in the top one third (1/3) of a comparable universe of
managers as determined by the Board, consultant or
appropriate third party. For fixed income active managers, the
same peer target performance is expected with a net return
annually in excess of the benchmark of at least 25 basis points
(net) on a three year rolling average. The Board may opt for
higher excess returns for certain portfolios such as small, mid
cap, non-US, emerging markets, commodities, real estate and
so forth where greater out-performance and less efficient
market conditions exist.

1.13.1.18 Each investment manager is responsible to ensure that any
restrictions, limiting policies, governing provisions, etc. related
to certain prohibited holdings or unauthorized positions with
the portfolio are regularly self-monitored and complied with to
prevent unauthorized securities within the portfolio. A report
of its procedures to achieve this requirement will be submitted
periodically to the Board.

1.13.2 Manager Selection Procedures

The Board has responsibility for selecting investment managers. The
Board's intent is to follow a process that embodies the principles of
procedural due diligence. Staff and consultant will play an important role
in guiding the Board throughout this process.

1.13.3 Manager Performance Objectives

The Investment Committee shall regularly review the investment policy
and performance of all its investment managers.

The committee may review:

1.13.3.1 The performance objectives for the individual portfolio
components and their relevance to the performance benchmarks
outlined in Exhibit 1.

1.13.3.2 How managers adhere to the requirement to maintain portfolios
reflecting their respective investment style and to meet
prescribed performance standards.

1.13.3.3 The appropriateness of the category and style that the manager is
assigned and the appropriateness of the investment performance
standard established for the manager.

St. Paul Teachers’ Retirement Fund Association 15
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1.134

1.135

1.13.6

1.13.3.4 If the manager is not exceeding the annualized median
performance of a peer group within the assigned style universe
over an annualized 3 year period.

1.13.3.5 If the manager is not exceeding the assigned market benchmark
over a 3 year annualized return period.

Evaluation of SPTRFA Investment Managers

In general, managers are required to out-perform (net of fees) their
prescribed performance objectives. A manager who fails to meet the
performance objective may be placed on a "watch list" by action of the
Board and so notified by the Executive Director. Such Manager will not
be given more assets to manage and will not receive any fee increases
during such "watch". Additionally, a manager during its "watch period"
will be expected to appear before the investment committee of the Board
and indicate what steps it is planning to take or has taken to address the
underperformance in the portfolio. The watch period will continue for up
to one year. If after that time (four consecutive quarters) a manager still
fails either to meet the performance standard or demonstrates marked
improvement, the manager will be subject to termination. This provision
does not preclude the Board from acting more promptly in exigent
circumstances. The Board may also act to extend the “watch period” when
circumstances justify. [Note: It is important to note that all benchmarks
are reaffirmed on an annual basis to ensure their accuracy.]

Manager Watch List

The reasons for placing a manager on "watch™ include but are not limited
to:

e Underperformance relative to its benchmark over a rolling three year
period Performance, over the trailing three year period, in the bottom
half of its peer managers in an appropriate universe.

e Style drift from the stated investment style.

e Change in the portfolio manager.

e Changes in the ownership of the firm.

e The Executive Director will notify and receive acknowledgement
from a manager of the Board's action to place said manager “on
watch”.

Termination of SPTRFA Investment Managers

Reasons for termination of a manager include: changes in investment style
and discipline, changes in the firm which may detract from future
performance, changes in SPTRFA policy which eliminate the need for the
manager, loss of confidence that the firm will add value as evidenced by
failure to perform historically over a three to five year period relative to
their benchmark and a similar length period relative to other peer
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managers, or severe underperformance of more than 20% relative to the
assigned benchmark over shorter periods

1.14 Market Values

The intent is to price all investments monthly at the values at which they could be
sold. The fact that they may not be up for sale currently does not affect the
market value. Market values are used for return calculations only. General
Accepted Accounting Principles and state statutes are used to value investments
for financial accounting purposes.

A description follows of the process for accomplishing this for each category of
investment:

1.141

1.14.2

1.14.3

1.144

1.14.5

Public Marketable Securities — These constitute stocks, bonds,
warrants, futures, options, etc. traded on the public exchanges. The
custodial bank has access to prices for these securities and establishes
their market value.

Limited Partnership Interest - The general partner has the
responsibility for estimating and publishing the market value of
investments in the partnership. The most recent market value available
will be used. In the cases where the general partner does not provide a
market value, the investment falls in category 5 listed below. It is
understood that some lag (up to a quarter) will occur in pricing these
portfolios and as a result the portfolio's overall performance will reflect
and account for this lag.

Private Placements - For those managed by an outside investment
manager, it will be the responsibility of that manager to estimate the
market value monthly based on their assessment.

Real Estate - For large units, appraisals will be obtained periodically as
appropriate by a certified appraiser. For small units, the tax value will
be the basis for market value. This will avoid the high cost of outside
appraisals. Appraisals will be done by a certified appraiser before any
directly owned properties may be sold.

Other Direct Investments - Market value for these investments will be
estimated on a case-by-case basis. The intent will be to arrive at a
reasonable estimate without incurring substantial costs to have an
outside expert provide an estimate, which may quickly become obsolete
because of changing conditions. Estimates will be made periodically as
new events occur which have an effect on market value. An attempt will
be made to bring the estimates up-to-date at the end of the plan year.

1.15 Realized Gains and Losses

Each investment manager will manage the assets under his/her control with the
objective of maximizing the long-term total return within the agreed risk of
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1.16

1.17

18

his/her investment style. [Unusual transactions shall not be made to realize gains
or losses which may detract from long term total returns.]

Personal Investments

The SPTRFA has delegated certain functions to the staff and various individuals
who provide professional services to the Board. All persons who act as agents of
the Fund shall adhere to the highest standards of professional integrity and
honesty and are prohibited by law from profiting, directly or indirectly, from the
investments of the Fund outside of that which is fully disclosed and approved. In
order to preclude actual or potential conflicts of interest, the Board has established
the following Personal Investment Policy:

1.16.1  Staff and Board members are prohibited from purchasing a material
financial interest in any firm providing services to the Board.

1.16.2  Staff and Board members are required to use a broker who does not
individually act as a broker for Fund transactions.

1.16.3  Staff and Board members are required to refrain from purchasing or
selling any security immediately prior to a major Board or investment
manager recommendation or transaction. In order to accomplish this
objective, all personal significant contemplated purchases or sales of
securities also known to be planned purchases or sales by the Fund will
be pre-cleared with the Executive Director.

1.16.4 No employee or consultant to SPTRFA may serve on the board of a
corporation in which SPTRFA has an investment.

1.16.5 Board members and the Executive Director shall file a statement of
Economic Interest per 356A.06, subd. (4) annually. Similarly the Board
shall report commission activity annually to the Legislative Commission
on Pensions and Retirement per 356A.06, subd (5).

Implementation Date

The allocation targets specified in an associated document to this Policy as
approved periodically by the Board of Trustees, identified by date as the current
"SPTRFA Asset Allocation Targets" and generally referred to as "Exhibit 1," are
to be achieved within 12 months after they are established by the Board of
Trustees.

Adopted: May 18, 1989
Revised: December 13, 2012
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1.18 Current Asset Allocation Targets

1.18.1 Exhibit 1 — Investment Policy Asset Allocation Targets
% of Assets

Asset Class Target Allocation
Global/Domestic Equity 55.0
Global/Domestic Fixed Income 20.0
Inflation Hedged/Real Assets 11.0
Private Equity/Alternatives 9.0
Hedge Funds 5.0

100.0

St. Paul Teachers’ Retirement Fund Association 19



