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OTHER POST-EMPLOYMENT BENEFITS FUND OF THE GOVERNMENT OF THE DISTRICT OF
CoLuMBIA

Section I — Introduction

The purpose of this Investment Policy (“Investment Policy™) is to provide direction for the investment
and management of the financial assets of the Other Post-Employment Benefits Fund (“the Fund™) of
the Government of the District of Columbia (the “District”). The Fund is comprised of funds dedicated
to paying the District’s contributions for retiree health and life insurance.

Responsibility and Authority

The Office of Finance and Treasury (“OFT”) of the Office of the Chief Financial Officer (“CFO”) of
the District has responsibility and authority for the management of Fund assets. The CFO has
delegated authority for the administration of the Fund to the Deputy Chief Financial Officer and
Treasurer (“Deputy CFO & Treasurer”) pursuant to the Financial Management and Control Order No.
14-08. The Deputy CFO and Treasurer will administer the Fund solely in the interest of participants
and beneficiaries and for the exclusive purpose of providing benefits and defraying reasonable
expenses of the Fund. The Deputy CFO and Treasurer has designated the Associate Treasurer for
Asset Management to be responsible for day-to-day oversight of the Fund.

A. The Deputy CFO and Treasurer will:

I. Approve the overall Fund Investment Policy and any deviations from the Fund
Investment Policy.

2. Retain and replace investment managers.

3. Retain and replace consultants, including actuarial consultants and investment
consultants.

. ., ¥ 5 . . i
4. Designate the securities indices that will serve as the investment managers
performance benchmarks.

5. Investigate, research and recommend new and emerging investment concepts and
strategies, and implement appropriate strategies in accordance with approved policies
and procedures.

6. Subject to the annual spending authority or resolution specifying any spending
limitations, authorize expenditures to investment consultants, legal counsel, master
custodian, investment management firms, external advisors and other fund related
expenses.

B. The Associate Treasurer for Asset Management will:

1. Participate in the selection and review of investment managers.

2. Direct investment managers, consultants, and other parties retained by the Deputy
CFO and Treasurer in connection with the management and investment of Fund
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assets. (All instructions to investment managers must be confirmed in writing by the
Associate Treasurer for Asset Management or Deputy CFO and Treasurer.)

3. Transfer funds for investment purposes consistent with the Fund Investment Policy
and applicable law, rules, and regulations.

4. Account for all Fund monies and provide quarterly reports to the Treasurer regarding
the financial condition of the Fund.

C. Other Post-Employment Benefits Fund Advisory Committee:

There is established an Other Post-Employment Benefits Fund Advisory Committee
(“Advisory Committee™) to advise the Office of the Chief Financial Officer in its
administration of the Other Post-Employment Benefits Fund (“Fund”) established
pursuant to section 2109(c).

1. Composition and term:
a) The Advisory Committee shall consist of 7 members selected as follows:

i. One individual appointed by the Council of the District of Columbia;
ii. One individual appointed by the Mayor;
iii. Four individuals appointed by the Chief Financial Officer; and

iv. One individual who is either a member of the District of Columbia
Retirement Board (“Board”) or a member of the Board’s professional
staff.

b) Advisory Committee members shall have expertise in one or more of the
following areas:

i. Accounting;
ii. Employee benefits law;
1. Financial advisory services;
iv. Government administration;
v. Investment management; and
vi. Life and health insurance plans.
¢) Each member of the Advisory Committee shall serve a 5-year term.

d) A vacancy on the Advisory Committee shall be filled in the same manner as the
original appointment was made.

e) An Advisory Committee member whose term has expired may continue to serve
as a member until a replacement member has been appointed.

f) A member appointed to replace a member who has resigned, dies, or is no longer
able to continue to serve (as determined by the Advisory Committee) shall serve
for the remainder of the unexpired term of the member being replaced.
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g)

a)

b)

The Advisory Committee shall elect a chairperson by majority vote on an annual
basis.

Members shall serve without compensation but shall be reimbursed for actual
and necessary expenses incurred in the performance of their official duties.

The Mayor, Council, and Chief Financial Officer shall appoint members to the
Advisory Committee within 90 days of the effective date of this act.

Sec. 2153, Duties.

The Advisory Committee shall advise the Office of the Chief Financial
Officer regarding:

i,

il.
1.
iv.

V.

vi.

Vil

viil.

IX.

General administration of the Fund;

Fund investment objectives and practices;

Fund portfolio composition and asset allocation;
Authorized Fund investments;

The creation of relevant assumptions necessary for administration of
the Fund;

Selection of other post-employment benefits consultants and other
professionals, including:

a. Actuaries;

b. Accountants:

€. Financial advisors;

d. Investment managers; and
e. Lawyers;

Review the policies and practices of the Office of the Chief Financial
Officer with regard to the Fund to ensure the use of best practices;

Review and critique the investment performance of the Fund; and

Consider, on at least an annual basis, the potential for collaboration
with the District of Columbia Retirement Board in the management of
the Fund in order to promote efficiency.

By February lst of each fiscal year, the Advisory Committee shall transmit
written recommendations to the Chief Financial Officer for inclusion in the
annual report for the OPEB Fund pursuant to section 2109e(a)(2)(C).
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3. Meetings.

a) The Advisory Committee shall hold no fewer than 2 meetings per year. The
chairperson of the Advisory Committee shall fix the time and place of each
meeting,.

b) The meetings of the Advisory Committee shall not be subject to the Open
Meetings Act, effective March 31, 2011 (D.C. Law 18-350; D.C. Official Code §
2-571 et seq.).

D. Office of Finance and Treasury Program Staff (“OFT Program Staff™)

An OFT Program Staff is directed by the Treasurer to monitor the investment policy.
The OFT Program Staff shall consist of The D.C. Treasurer; The Associate Treasurer
for Asset Management; the Program Director for Pensions and College Savings; the
Cash and Investment Manager, Program Manager and a Financial Analyst.

The OFT Program Staff shall perform the following:

a. review and recommend changes to the investment policy;

b. review investment manager adherence to the investment policy,

¢. review the asset allocation,

d. assess material changes in the investment manager(s)’ organization, investment,
philosophy or personnel,

evaluate investment manager performance versus benchmarks,

assess whether the investment policy is being implemented properly and

g. perform compliance reviews.

oo

D. Investment Consultant

The Independent Investment Consultant will assist the Office of Finance and Treasury
with the review of this policy. In addition, it will review and monitor the portfolio on
an on-going basis, provide performance reporting, notify OFT when rebalancing of
the portfolio appears appropriate, recommend specific benchmarks for portfolios,
review and recommend changes to asset class guidelines, recommend the use of
investment vehicles not specifically mentioned in these guidelines if such investments
are considered appropriate for the Fund, perform investment manager reviews,
including reviews of the managers’ performance, assist with the decision of whether a
manager should be retained or replaced and perform such other duties as requested by
OFT.

E. Master Custodian

The Master Custodian will be responsible for providing an on-line records
maintenance system, performance reporting, Fund accounting on both a trade date and
settlement date basis and other services as defined in the contract. The custodian
provides individual plan level accounting and pension processing.

Investment Policy Objective
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The Office of Finance and Treasury hereby adopts this Statement of Investment Objectives and Policy
(“Statement”). Each Investment Manager, who manages a separate account, shall agree to these

objectives and policy and manager specific guidelines, except as provided in Section XL

The Office of Finance and Treasury desires to achieve investment results that will culminate in
promised plan benefits being ultimately paid to plan participants and their beneficiaries. The assets of
the Fund shall, at all times, be invested using the care, skill, prudence, and diligence, under the
circumstances then prevailing, that experienced professionals acting in a like capacity and fully
familiar with such matters would use in the conduct of an enterprise of a like character and with like

aims.

The objective of this Statement is to foster an effective working relationship with the Investment
Manager(s) through a discipline of good communication. The Statement is intended to provide the
Office of Finance and Treasury, the Investment Consultant and the Investment Manager(s) with a
foundation from which to understand specific investment strategies, so that the Office of Finance and
Treasury can effectively evaluate the performance of the Investment Manager(s) and oversee the

management of the Fund in a prudent manner,

This Statement is not intended to remain static. The Office of Finance and Treasury and its Investment
Consultant will periodically review and update this Statement if necessary. Recommendations from
the Investment Manager(s) for modifying this statement are expected where investment conditions so

warrant.

This document sets forth the following:

1. The investment policies and objectives which the Office of Finance and Treasury judges to be

appropriate and prudent to implement its strategic plan for the investment of the Fund’s assets;

2, The general investment policies, objectives and performance expectations for the Investment
Manager(s);
3. The provision of guidelines for the Office of Finance and Treasury’s ongoing supervision of

the investment of the Fund’s assets to ensure that the Fund remains invested in accordance
with this Statement;

4. Accounting and reporting guidelines for purposes of measuring the performance of the
Investment Manager(s);
Brokerage and trading policies;
Proxy voting policies; and

Administrative expenses
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Section II — Fund Investment Policies

A. Asset Allocation and Investment Manager Structure

[t is not the intention of the Office of Finance and Treasury to become involved in day-to-day
investment decisions. Therefore, the assets are allocated to one or more professional

Investment Managers in a manner consistent with this Statement.

In order to provide an appropriate level of diversification for the Fund, Investment Managers
with complementary or diverse investment styles may be retained. Except as provided under
Section XI, Exhibit B, each Manager, who manages a separate account, will be required to
sign and acknowledge these objectives and policies as well as guidelines specific to its

investment style.
The Asset Allocation Policy can be found in Exhibit A.

B. Rebalancing Guidelines

It is the OFT Program Staff’s responsibility, with the assistance of the Investment Consultant and the
Advisory Board, to monitor the asset allocation within the parameters described in Appendix A.
Because markets do not move in concert, actual allocations are expected to deviate somewhat from the
targets. The Fund will be rebalanced appropriately when allocations are no longer within the
prescribed limits. Absent unusual circumstances, such rebalancing should be accomplished within two
but no later than three calendar quarters of the deviation from the prescribed limits. The Investment
Consultant shall notify the OFT Program Staff when rebalancing is appropriate. The min/max
allocation targets can be adjusted by individual asset class with the written approval of the Deputy
CFO and Treasurer.

Section III - Investment Objectives

The investment horizon of the Fund is long term. The Fund’s primary investment objective is to
maximize the total rate of return subject to the preservation of capital. This objective should provide
investment returns sufficient to secure statutory health and life insurance premium payments for
participants. Accordingly, the Office of Finance and Treasury seeks to achieve, over time, an average
annual total return for the Fund portfolio that exceeds the actuarial interest rate assumption (currently
6.5%).

Preservation of capital encompasses two goals:

»  minimizing the risk of loss of principal for the Trust as a whole; and
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»  minimizing the erosion of principal value through inflation.

The primary means by which capital preservation is to be achieved is through diversification of the
Fund’s investments across various asset classes. Within each asset group, further diversification is to
be achieved through investment in securities across numerous industries and sectors as determined by
the investment manager(s) in accordance with this Statement and the manager specific guidelines,
which will be signed by both the separate account manager(s) and the Office of Finance and Treasury

and will incorporate, by reference, all of the provisions of this Statement.
Section IV — Performance Measurement

The performance expectations of the Office of Finance and Treasury are hereby communicated to the
Investment Manager(s) consistent within their respective guidelines found in Section XI, Exhibit B.
These will include comparisons to benchmark returns and agreed upon peer universe. Quarterly
performance will be evaluated to test progress toward attainment of longer-term goals. It is understood
that there are likely to be short-term periods during which performance deviates from market indices,
and during such times, greater emphasis shall be placed on performance comparisons with the peer
universe. In order to be consistent among the Fund’s multiple investment portfolios, and for universe
comparisons to remain valid, rates of return shown in the performance reports produced by the
Investment Consultant will be gross of fees. However, each Investment Manager is expected to
outperform its respective benchmark on a net of fee basis. Each Manager is required to report its
performance on a gross and net of fee basis as outlined in Section VI, Communication and Reporting

Requirements.

The respective benchmark and universe for each Investment Manager will be stated in the

Manager Specific guidelines found in Section X, Exhibit A of this document.

Active Managers

1. Achieve a rate of return, from interest income, dividends and capital appreciation, net of fees,
which exceeds the Investment Manager’s respective index/benchmark over a complete market

cycle (typically 3-5 years).

2, Achieve a positive risk (standard deviation)/reward trade-off when compared to the

Investment Manager’s respective index/benchmark.

8. Achieve annualized performance results, which rank above the universe median for respective

managers with similar characteristics over a complete market cycle (typically 3-5 years).
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Passive Managers

1. Achieve a rate of return, net of fees, which matches the Investment Manager’s respective
index/benchmark, less investment management fees, over a complete market cycle (typically 3-5
years).

2. Achieve a risk/reward trade-off similar to the Investment Manager’s respective
index/benchmark.

Alternative Investments

1. Achieve a rate of return which exceeds the Managers’ respective index/benchmark over a

complete market cycle (3-5 years) on an after-fee basis.
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Section V — Portfolio Investment Policies

A.

General

The Office of Finance and Treasury has sole discretion to select and replace the Investment

Manager(s) and to allocate assets among them.

The Office of Finance and Treasury, with the assistance of the Investment Consultant, shall
review each Investment Manager’s portfolio and shall endeavor to, at least annually, review
the manager’s investments, returns, changes in staff, market environment, and any other
pertinent items such as investment strategy, portfolio structure, ownership of the firm and
financial condition. The Investment Consultant shall monitor the Fund’s portfolio on an

ongoing basis consistent with its fiduciary duty and the terms of its Agreement with the Fund.

The Investment Manager(s) are expected to perform their fiduciary duties with the care, skill,
prudence, and diligence, under the circumstances then prevailing, that experienced
professionals acting in a like capacity and fully familiar with such matters would use in the
conduct of an enterprise of a like character and with like aims. Investment managers, who
manage either a separate account or commingled fund, also will acknowledge and agree in
writing to their fiduciary responsibilities to comply fully with this policy and any subsequent

modifications.

The Investment Manager(s) is prohibited from entering into any transactions for the Fund,
which are not authorized by this Policy or their specific guidelines, without the advance

written consent of the Office of Finance and Treasury.

The Asset Class Investment Guidelines set forth in paragraph B below shall not apply with
respect to commingled, common or collective Fund accounts, mutual fund accounts, or
partnerships. The internal guidelines applicable to any such investment account shall apply

instead.

1. Common Collective Trusts, Commingled Funds & Mutual Funds

All investments made on behalf of the District in common collective trusts, commingled
funds, and mutual funds shall be invested in accordance with and consistent with any
limitations, restrictions or modifications as outlined in the funds’ documents. The funds’
documents shall override any restrictions or stipulations as outlined in this document. The

objectives will generally be aligned with the spirit of this document.
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B. Asset Class Investment Guidelines
2. Domestic Equity

Exceptions to these guidelines will be noted in the Manager Specific Guidelines found
in Exhibit B of this document.

Equity investments (common stock, preferred stock, ADRSs, mutual funds and
ETFs) shall be made with a view towards achieving a total rate of return
(market appreciation plus dividend income). All equity investments shall be
of companies whose respective market capitalizations are consistent with the

manager’s specific benchmark.

All securities shall be of a class listed on a national securities exchange
(NYSE, NYSE Amex Equities) or traded in the over-the-counter market and
quoted on the National Association of Securities Dealers Automatic Quotation
Service.

Industry and sector allocations should ensure prudent diversification and risk

control.

Investment in any security must be limited to 5% of the portfolio based on

market value.

The maximum total portfolio investment in any one company shall be less
than 5% of that company’s outstanding voting stock and less than 5% in value
of all outstanding shares of all classes of stock of the issuer (assuming all

conversions had been made by the portfolio).

An Investment Manager may not invest in commodities, private placements
(unless specifically allowed), direct real estate investments (unless
specifically allowed), direct oil, gas and mineral exploration investments, and

nominally public issues for which the market is severely restricted.

The Investment Managers are prohibited from investing in letter or restricted
stock, options, futures and forward contracts and/or any other derivative

instrument,

The Investment Managers are prohibited from engaging in short sales, margin

transactions or other specialized investment activities.
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i The Investment Manager(s) shall not purchase securities whose issuers have
currently filed a petition for bankruptcy. Securities of issuers that file for
bankruptcy subsequent to purchase resulting in violation of this restriction
may be held at the Investment Manager’s discretion. However, written notice
including Investment Manager’s position on the issue and intended action
shall be promptly submitted to the OFT Program Staff.

1. The Investment Manager(s) may invest in equity securities of foreign issuers

and ADRs subject to the above restrictions and to a maximum of 15% of the
equity portfolio based on market value. These holdings shall be limited to
those denominated in U.S. dollars and listed and traded on major domestic

exchanges.
k. Total Fund Restrictions:

a. No more than 25% of the amount of the total Fund invested in
equities, at market value, may be invested in any one industry (as
defined by the applicable index) unless written approval is obtained

from the Treasurer.

b. No more than 5% of the amount of the total Fund invested in equities,
at market value, may be invested in any one company’s outstanding

voting stock.
Foreign Equity

Exceptions lo these guidelines will be noted in the Manager Specific Guidelines found
in Exhibit B of this document.

a, Equity investments shall be made with a view towards achieving a total rate
of return (market appreciation plus dividend income). All equity investments
shall be of companies whose respective market capitalizations are consistent

with the Investment Manager’s specific benchmark.

b. An Investment Manager may not invest in commodities, private placements
(unless specifically allowed), direct real estate investments (unless
specifically allowed), direct oil, gas and mineral exploration investments, and

nominally public issues for which the market is severely restricted.
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Industry and sector allocations should ensure prudent diversification and risk

control.

Investment in any security must be limited to 5% of the market value of the

portfolio.

The maximum total Fund investment in any one company shall be less than
5% of that company’s outstanding voting stock and less than 5% in value of
all outstanding shares of all classes of stock of the issuer (assuming all
conversions had been made by the Fund).

The portfolio will be well diversified. At all times, equity holdings from at
least five different countries must be held. The allocation to any one country
may not exceed 35% of the total market value of the portfolio.

An Investment Manager may not engage in short sales, margin transactions or

other specialized investment activities.

An Investment Manager is prohibited from investing in letter or restricted
stock, options, futures and forward contracts and/or any other derivative

instrument.

Currency hedging for defensive purposes only will be permitted. Foreign
currency exposure may be exchanged only for U.S. dollar exposure. Cross-

hedging of currency is forbidden.

An Investment Manager shall not purchase securities whose issuers have filed
a petition for bankruptcy. Securities of issuers that file for bankruptcy
subsequent to purchase may be held at the Investment Manager’s discretion.
However, written notice including the Investment Manager’s position on the
issue and intended action shall be promptly submitted to the Treasurer or

Associate Treasurer.
Total Fund Restrictions:

a. No more than 25% of the amount of the total Fund invested in
equities, at market value, may be invested in any one industry (as
defined by applicable index) unless written approval is obtained from

the Treasurer or Associate Treasurer.

12}



OTHER POST-EMPLOYMENT BENEFITS FUND OF THE GOVERNMENT OF THE DISTRICT OF

CoLumBIA

b. No more than 40% of the amount of the total Fund invested in foreign
equities, at market value, may be invested in any one country.

c. No more than 5% of the amount of the total Fund invested in equities,
at market value, may be invested in any one company’s outstanding
voting stock.

4. Domestic Fixed Income

Exceptions to these guidelines will be noted in the Manager Specific Guidelines found
in Exhibit B of this document.

The fixed income portion of the Fund’s assets shall be invested in marketable fixed

income securities of the first four quality grades (AAA/Aaa to BBB-/Baa3) as

established by one or more of the nationally recognized bond ratings services. The

average quality of all the Bond holdings in each Investment Manager’s portfolio

should be maintained at A or better. The following instruments are acceptable:

Commercial Paper or Variable Rate Notes rated P-1 Moody’s
Investors Service, Al by Standard & Poor’s or F1 by Fitch or another

nationally recognized bond rating service.

Certificates of Deposit and Bankers Acceptances rated A or better by
Moody’s Investors Service or equivalent by Standard & Poor’s.

United States Treasury Bonds, Notes and Bills and repurchase

agreements theron.

Debt instruments of the U.S. Government or its Agencies including
pass-through securities and collateralized mortgage obligations

thereon.
Zero coupon securities.

Marketable corporate debt, mortgages, and asset-backed securities.

Municipal securities and notes.
Real Estate Investment Trust (REIT) Bonds.

Publicly traded dollar denominated U.S. corporate debt, sovereign
supranational entities rated the equivalent of Baa3/BBB- or better by
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Moody's Investors Services, Standard & Poor’s, Fitch or another
nationally recognized bond rating service. In case of split ratings
among the three rating services, the Investment Manager shall defer
to the middle rating. In the event that ratings are provided only by two
agencies, the Investment Manager shall defer to the lowest rating; if
only one agency assigns a rating, then the Investment Manager may
accept it as the assigned rating.

Other Fixed Income restrictions are as follows:

a. Portfolio duration should be within + 25% of the benchmark’s

average duration.

b. Securities downgraded by any or all rating agencies subsequent to
purchase resulting in violation of quality guidelines may be held at
the Investment Manager’s discretion. However, written notice must
be provided within seven days to the Investment Consultant, OFL
Program Staff and the Deputy CFO and Treasurer. The Investment
Manager’s position on the issue, intended action | and size of the

issue shall be included in the written notice.

c. The Investment Managers may not hold more than 5% of the
portfolio in any one issuer’s securities other than direct obligations

of the U.S. Government or its agencies based on market value.

d. The Investment Managers may invest up to 10% of the portfolio in
preferred stock, warrants and convertible securities when prudent

opportunities exist based on market value.

e. The Investment Managers may invest in fixed income securities of
foreign issuers subject to the above restrictions and to a maximum of
10% of the fixed income portfolio based on market value. These

holdings shall be domestically traded foreign issues.

f. Private Placements are explicitly prohibited with the exception of
144A securities, which can be included up to 20% of the fixed

income portfolio based on market value.

g. The Investment Managers may not use derivative securities to

increase portfolio risk, as measured by duration, above the level that

14}
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could be achieved in the portfolio using only traditional investment
securities or to acquire exposure to changes in the value of assets or
indexes that by themselves would not be purchased for the portfolio.
Under no circumstances will a Manager undertake a derivative
investment possessing elements of leverage or that is non-covered or
leveraged to the extent that it would cause portfolio duration to
exceed the limits implied by the benchmark. The Managers will
report on the use of permissible derivatives on a quarterly basis to

the Investment Committee.

h. The Investment Managers may not engage in short sales or margin

purchase.

I CDS, Credit Default Swaps, and CDX, Credit Default Swap Indexes,
are prohibited.

International Fixed Income

Exceptions to these guidelines will be noted in the Manager Specific Guidelines Sfound
in Exhibit B of this document.

The fixed income portion of the Fund’s assets shall be invested in marketable fixed
income securities of BBB- or higher by Standard & Poor’s, Baa3 or higher by
Moody’s, or BBB- or higher by Fitch or a nationally recognized bond rating service as
determined at the time of purchase, counting cash and cash equivalents toward such
percentage. If the ratings assigned to a security by Standard & Poor’s, Moody’s, Fitch
and/or a nationally recognized bond rating service are not the same, the lowest rating
of these rating agencies will be used. The average quality of all the Bond holdings in
each Investment Manager’s portfolio should be maintained at A or better. The

following instruments are acceptable:
a. Corporate bonds.

b. Securities issued or guaranteed by state, local and foreign

governments, their related agencies or instrumentalities.

c. Mortgage-backed and asset-backed securities, collateralized mortgage
obligations, and REIT debt.

d. Zero coupon securities.

15}
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e. Private placement securities, (including, without limitation, securities

originally issued pursuant to Rule 144A and Regulation S securities).

f. Foreign securities (including, but not limited to, corporate issues,
sovereign issues, U.S. and non U.S. dollar denominated securities,
Eurobonds, global bonds, Yankee bonds and emerging market debt
securities).

g. Supranational debt.

h. Foreign currency exchange transactions (including forward foreign

currency exchange transactions).

i Mortgage rolls, dollar rolls and to be announced securities ("TBAs").
J- Currency linked structured notes and other currency-linked securities.
k. Commercial paper and other cash equivalents.

Other International Fixed income restrictions are as follows:

a. Portfolio duration should be within + 25% of the benchmark’s

average duration.

b. The Investment Managers may not hold more than 5% of the market
value of the portfolio (at time of purchase) in any one issuer’s
securities, except securities issued or guaranteed by the Government,
its agencies or instrumentalities or government sponsored entities of
Canada, United Kingdom, Germany, France, Australia, New Zealand

and Japan.

e The Investment Manager may not invest in mutual funds or other
commingled fund of any type without the prior approval of the OFT
Program Staff, except for the short-term investment fund of the

Fund’s custodian,
6. Emerging Market Debt

The Emerging Market Debt portion of the Fund’s assets may be invested in pooled
Emerging Market Debt vehicles, mutual funds, or other types of Emerging Market
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10.

Debt investments as determined by the Deputy CFO and Treasurer in consultation
with OFT Program Staff and the Investment Consultant.

Commodities

The Commodity portion of the Fund’s assets may be invested in pooled Commodity
vehicles, mutual funds, or other types of Commodity investments as determined by
the Deputy CFO and Treasurer in consultation with the OFT Program Staff and the

Investment Consultant.

Real Estate

The Real Estate portion of the Fund’s assets may be invested in pooled Real Estate
vehicles, limited partnerships, or other types of Real Estate investments as determined
by the Deputy CFO and Treasurer in consultation with the OFT Program Staff and the

Investment Consultant.
Alternative Investments

This portion of the Fund’s assets may be invested in but is not limited to, private
equity, private credit, economically targeted investments and hedge funds.
Specific investment mandate and structures are permitted subject to the due
diligence process of the Investment Consultant and the approval of the Deputy
CFO and Treasurer in consultation with the OFT Program Staff and the Investment

Consultant. Alternative assets must be reviewed periodically by a qualified third

party.
Cash and Cash Equivalents

Uninvested cash balances should be kept to a minimum through the prompt
investment of available funds in short-term or more permanent security holdings.
Investment Managers may invest in commercial paper, repurchase agreements,
Treasury Bills, certificates of deposit (not to exceed FDIC coverage unless
collateralized at 102% of market value), and money market funds to provide income,
liquidity for expense payments, and preservation of the portfolio’s principal value. To
the extent permitted by their Investment Management Agreement and applicable law,
Investment Managers may utilize internally managed money market funds for this

purpose, provided that they earn a competitive yield, and upon obtaining advance
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written approval from the Treasurer or Associate Treasurer. All such assets must
represent maturities of one year or less at time of purchase. Commercial paper assets
must be rated A-1 or P-1 by Standard & Poor’s and Moody’s, respectively. The
Investment Managers may not purchase short-term financial instruments considered to
contain speculative characteristics (uncertainty of principal and/or interest). The
Investment Managers also may not invest more than 5% of the portfolio’s market
value in the obligations of a single issuer, with the exception of the U.S. Government
or its agencies. Within the limitations mentioned above and the targets established in
the “Manager Specific Guidelines,” the Investment Manager has complete discretion

to allocate and select short-term cash and equivalent securities.
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11.

Other Investments

The Office of Finance and Treasury, after consulting with their Investment
Consultant, may authorize the use of any other investment for the Fund provided that
such investment is considered prudent. Assets that provide appropriate
diversification (specifically low correlation with existing assets) will be

considered and noted in this section.
Permissible Investment Vehicles

The Fund may choose to access any of the asset classes outlined herein through
various investment structures in order to gain access to the strategy in an efficient

manner. Authorized investments include:

a. Shares in open-end or closed-end management investment trusts or
investment companies registered under the Investment Company Act
of 1940 as amended. Mutual funds should have at least a three-year

record of performance.

b. Shares of unit investment trusts are also permitted. However, shares
for which there is a sales charge in the form of a front-end, contingent
deferred (back-end), or level load may not be purchased unless
specifically authorized in writing by the Deputy Chief Financial
Officer and Treasurer, nor may the investment manager(s) receive
12(b)(1) fees or any other commissions from the distributor of the
fund.

¢ Commingled investment funds such as common Funds managed by

bank trust departments.

Any pooled investment vehicles will be evaluated based on the standard criteria used
to assess all investment management strategies including consistency of investment
strategy, organizational structure and stability, absolute and relative historical track
record, experience of the investment team, legal and compliance record, etc.
Additionally, the investment vehicle should have a three-year track record produced
by the current investment management team, a minimum of $100 million in assets in
the fund, and holdings consistent with the style that the fund has been hired to

manage.
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Exceptions to these provisions must be approved in writing by the Deputy Chief

Financial Officer and Treasurer.

12. Corrective Action

a. In the event a limitation herein is exceeded due to a change in market
value, corporate event, or securities downgrade, the Manager shall
take such action as the Manager deems prudent to cause the portfolio
to return to compliance with the guidelines as soon as feasible,
consistent with its fiduciary duty, but no later than 90 days. Written
notice shall be promptly submitted to the OFT Program Staff and the
Investment Consultant, which includes the Manager’s position on the

issue and intended action,
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Section VI — Communication & Reporting Requirements

[n addition to any requirement under the Manager’s Investment Management Agreement, the

following requirements shall apply to Investment Managers.

A. The Investment Manager(s) is required to provide reports (as applicable) to the Office of

Finance and Treasury and their Investment Consultant. Reports should have the following

frequency and include the following:

Monthly market and book value of all security holdings
Monthly performance results compared with designated benchmarks.

Monthly updates containing market value and performance to the
Investment Consultant. Performance should include: month-to-date,
quarter-to-date, year-to-date, one year, three year, five year, ten year,
inception-to-date and fiscal-year-to-date (only applicable numbers).

Quarterly brokerage commission report.
Quarterly equity and fixed income turnover ratio report.
Quarterly derivative use report, if appropriate.

Quarterly quality ratings of the fixed income investments including

average quality.

Quarter ending duration of the fixed income investments versus the

appropriate benchmark.

Notice of changes in organizational structure, ownership and key
personnel of the firm (No longer than 14 calendar days after such

occurrence).

Notice of litigation brought by a client or former client against the
Investment Manager relating to Investment Advisory services
provided by the Investment Manager and any enforcement proceeding
that would have an effect on the Investment Manager if the
Investment Manager has been notified by a regulatory agency that it
is the subject of such enforcement proceeding (as soon as possible,

not to exceed 14 days).
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1.2

Notice of any disciplinary proceeding threatened, pending or
instituted against the Investment Manager, within 14 days of notice of

such actions.

Annual filing of Form ADV with the Securities and Exchange

Commission.

The Investment Manager(s) must meet with the Office of Finance and Treasury and the

Investment Consultant at least once every two years. The Manager shall provide the Office of

Finance and Treasury and the Investment Consultant a written summary, which addresses the

subjects identified below, at least seven days prior to each of its meetings:

Performance for the Past Period: Standard time periods for each
report will be Last Quarter, Year to Date, Latest 12 Months, 3 Years,
and 5 Years, since inception. Returns (for time periods greater than
one year) should be annualized and calculated on a time-weighted
basis for the total portfolio. All returns should include income and
dividends and be reported both gross and net of investment

management and brokerage fees.

Rationale for Performance Results: Discussion of the rationale for
performance results, relating them specifically to the individual
investment strategy and tactical decisions implemented by the

Investment Manager during the current review period.

Specific Near-Term Strategy: Discussion of the [nvestment
Manager’s specific strategy for the portfolio over the near-term
period, with specific reference to asset mix (including cash position)

and expected portfolio characteristics.

Changes in Investment Manager’s Firm: Discussion of any relevant

changes in the Investment Manager’s firm, including professionals.

Changes in the Office of Finance and Treasury’ Requirements:
Discussion of proposed modifications to the investment program and

strategy including this Statement, if any.

These meetings will also provide the Investment Manager(s) with the opportunity to explain

how their investment strategy/outlook has evolved since previous meetings.

22}



OTHER POST-EMPLOYMENT BENEFITS FUND OF THE GOVERNMENT OF THE DISTRICT OF
CoLumBIA

C. The Investment Manager(s) shall be responsible for reviewing these guidelines on an ongoing
basis. Whenever the Investment Manager(s) believes that any particular guideline or objective
should be changed or deleted, it is the responsibility of the Manager(s) to initiate formal

communication with the OFT Program Staff and Investment Consultant.

D. The Investment Manager(s) may not act upon written or oral instructions from any person
except the Program Manager, Associate Treasurer or Treasurer Office of Finance and

Treasury or its duly authorized representatives.

Review of investment Managers. Investment manager performance will be evaluated by OFT,
along with the Investment Consultant, on a quarterly basis to assess progress toward the
attainment of long-term performance objectives. OFT and its independent investment
consultant will meet at least twice a year to review the managers” adherence to Investment
Policy, any material changes in the investment manager(s)’ organization, investment
philosophy, or personnel and investment manager performance versus benchmarks and peer
groups. The review will consider performance versus the peer group on an annual basis, the
ability of the manager to perform better than expected based on the risk taken in the portfolio
and whether the manager meet requests for information from OFT or its investment consultant
on a timely basis.

E. Replacement for Underperformance. The Deputy Chief Financial Officer and Treasurer may
replace an investment manager if the manager:

L Performs in the bottom quartile of its peer group for three consecutive
quarters,
2. Consistently performs below the median of its peer group over rolling

three-year periods.
3. Generates a negative alpha for three and/or five-year time periods.

4, Repeatedly fails to provide reports on a timely basis or to respond to
requests for information.

5. The asset allocation of the Fund changes such that the asset class
exposure is no longer included.

F. Review for Reasons Other than Underperformance. The Office of Finance and Treasury will
conduct a review of an investment manager if the manager experiences or exhibits:

1. Significant turnover in professional staff.
2. Significant loss of business.
3. Significant new business.
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Style drift.
A change in ownership

Significant legal action initiated by a client or regulatory agency

gy B e

The Treasurer also is authorized to replace an investment manager at
any time at his or her discretion.

Section VII — Brokerage and Trading Requirements

In addition to any requirement under the Manager’s Investment Management Agreement, the

following requirements shall apply to Investment Managers.

A.

The Investment Manager agrees to maintain records of its brokerage practices, including
records of the broker used on each transaction and the amount paid to each such broker
including soft dollar practices. The Investment Manager agrees to disclose such information to
the Office of Finance and Treasury or the Investment Consultant upon request. In placing
portfolio transaction orders on behalf of the Fund, the Investment Manager shall use its best
efforts to obtain best execution of orders through responsible broker/dealer firms at the most

favorable prices and at reasonably competitive commission rates.

As to investments in any security for which the Investment Manager or any of its affiliates is a
market maker, the Investment Manager agrees that it will not affect the transaction for that
investment through itself or any of its affiliates unless (a) the Investment Manager is able to
demonstrate in writing after the transaction that such trade is lawful, and (b) the Investment
Manager provides the Office of Finance and Treasury and the Investment Consultant with

written notice of such investment after the transaction.
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Section VIII — Proxy Voting Procedures

The Office of Finance and Treasury requires that the Investment Manager(s) exercise its authority with

regard to proxy voting, in accordance with its fiduciary duty under law.

The Investment Manager(s) shall issue semi-annual reports to the OFT Program Staff on the proxy
voting actions taken, including:

(a) Affirmation that all stock holdings with votes due have, in fact,
been voted;

(b) Description of any proposed changes in proxy voting policies or
procedures;

(c) Confirmation that all votes cast were consistent with established
policy;

(d) Explanation of any votes not cast or of any votes cast that were not

consistent with established policy; and

(e) Summary listing of all votes cast.

Section IX — Administrative Expenses

The administrative expenses of the Fund, including expenses reasonably related to the
operation of the Fund, will be paid solely from Fund assets. Reasonable expenses include but
are not limited to actuarial fees, audit fees, consulting fees, the District’s portion of insurance
premiums and other administrative costs.

IN WITNESS WHEREOF, the Treasurer has authorized this Policy on this

(EM day of 41/;{#57(‘ 2018.

. e T

Title: Deputy Chief Financial Officer

And Treasurer
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Section X: Exhibit A: Asset Allocation Guidelines

The investment strategy that the Office of Finance and Treasury has adopted for the overall allocation
of the Fund’s asset is as follows:

Asset Allocation

Large Capitalization Equity
SMID Capitalization Equity
Total Domestic Equity
International Equity
Emerging Market Equity
Domestic Fixed Income
International Fixed Income
Commodities

Emerging Market Debt
Real Estate

Alternatives

Cash

Minimum Target Maximum
25% 28% 40%
15% 17% 30%
35% 45% 70%
5% 9% 20%
0% 4% 15%
15% 24% 30%
5% 10% 20%
0% 5% 15%
0% 3% 15%
0% 0% 15%
0% 0% 20%
0% 0% 15%

Customized Index

Over a complete market cycle (typically 3 to 5 years), the total Fund performance has a goal of

outperforming a weighted passive portfolio comprised of a mix of 28% Russell 1000 Index, 10%
Russell Mid Cap Index. 7% Russell 2000 Index, 9% MSCI EAFE (net) Index, 4% MSCI Emerging

Markets Index, 24% Barclays Capital Aggregate Index, 10% Barclays Capital Global Aggregate ex

U.S. Index, 3% (50% JPM EMBI Global Diversified / 50% JPM GBI-EM Broad Diversified USD

unhedged Index). 5% Bloomberg Commaodity Index Total Return.

G.

Manager Specific Benchmarks

(typically 3 to 5 years).

Benchmarks specific to each managed portfolio are outlined in Section XI, Exhibit B of this

document. Performance versus said benchmarks will be judged over a complete market cycle
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Section XI -Exhibit B Manager Specific Guidelines

These Manager Specific Guidelines are an exhibit to the Fund’s Statement of Overall Investment
Objectives and Policy. By its signature below, the Investment Manager agrees to these Guidelines as
well as the terms and conditions of the Statement, which is incorporated herein by reference.

Manager: Brandywine Global Investment Management
Mandate: Large Cap Value Equity

Index Benchmark: Russell 1000 Value Index
Universe: U.S. Large Cap Value Equity

Asset Allocation: Lower Limit Target Upper Limit
Domestic Equity: 90% 100% 100%
Cash & Equivalents: 0% 0% 10%

Modification of Restrictions:

e Limit investment in any single company 10% of the portfolio at market value.
e Equity investments are defined as common stock, preferred stock, ADRs, ETFs, and
partnerships listed on a major exchange.

Office of Finance and Treasury
Of the District of Columbia

o it v GBS

By:

Brandywine Global Investment Management

By:
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Section XI -Exhibit B Manager Specific Guidelines

These Manager Specific Guidelines are an exhibit to the Fund’s Statement of Overall Investment
Objectives and Policy. By its signature below, the Investment Manager agrees to these Guidelines as
well as the terms and conditions of the Statement, which is incorporated herein by reference.

Manager:
Mandate:

Index Benchmark:

Farr, Miller & Washington, LL.C
Large Cap Growth Equity
Russell 1000 Growth Index

Universe: U.S. Large Cap Growth Equity
Asset Allocation: Lower Limit Target Upper Limit
Domestic Equity: 90% 100% 100%
Cash & Equivalents: 0% 0% 10%

Modification of Restrictions:

Date: %/(. /1 &

|/

Office of Finance and Treasury
Of the District of Columbia

A

By:

Farr, Miller & Washington, LLC

By:
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Section XI -Exhibit B Manager Specific Guidelines

These Manager Specific Guidelines are an exhibit to the Fund’s “Statement” of Overall Investment
Objectives and Policy. By its signature below, the Investment Manager agrees to these Guidelines as
well as the terms and conditions of the Statement, which is incorporated herein by reference.

Manager: ClearBridge Investments, LLC
Mandate: Mid Cap Equity

Index Benchmark: Russell Mid Cap Index
Universe: U.S. Mid Cap Equity

Asset Allocation: Lower Limit Target Upper Limit
Domestic Equity: 90% 100% 100%
Cash & Equivalents: 0% 0% 10%

Modification of Restrictions:

e Equity securities include exchange-traded and over-the-counter (OTC) common and preferred
stocks, warrants and rights, securities convertible into common stocks, and securities of other
exchange traded funds and of real estate investment trusts.

e May invest up to 25% in equity securities of foreign issuers directly or in the form of depositary
receipts representing an interest in those securities.

e The portfolio may use derivatives, including call and put options on individual securities and on
securities indices.

e The portfolio may sell securities short from time to time. Short positions will not constitute more
than 5% of the total market value of the portfolio.

Office of Finance and Treasury
Of the District of Columbia

Date: ?/4"/ (Y By: /%7 Z‘%

By:

ClearBridge Investments, LL.C

By:
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Section XI -Exhibit B Manager Specific Guidelines

These Manager Specific Guidelines are an exhibit to the Trust Fund’s Statement of Overall Investment

Objectives and Policy.

Manager:
Mandate:

Index Benchmark:

State Street Global Advisors

Small Cap Equity
Russell 2000 Index

Universe: U.S. Small Cap Equity
Asset Allocation: Lower Limit Target Upper Limit
Domestic Equity: 100% 100% 100%
Cash & Equivalents: 0% 0% 0%

Modification of Restrictions:

All investments made on behalf of the District in the SSgA Russell 2000 Index NL Fund shall be
invested in accordance with and consistent with any limitations, restrictions or modifications as
outlined in the fund’s documents. The fund’s documents shall override any restrictions or
stipulations as outlined in this document. The objectives will generally be aligned with the spirit

of this document.
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Section XI -Exhibit B Manager Specific Guidelines

These Manager Specific Guidelines are an exhibit to the Fund’s Statement of Overall Investment
Objectives and Policy.

Manager: Ballie Gifford Overseas Ltd / Barclays Wealth Advisors
Mandate: International Growth Equity

Index Benchmark: MSCI EAFE Growth Index
Universe: International Growth Equity

Asset Allocation: Lower Limit Target Upper Limit
International Equity: 100% 100% 100%
Cash & Equivalents: 0% 0% 0%

Modification of Restrictions:

All investments made on behalf of the District in the Barclays Wealth Advisors Series,
International Growth Equity Ltd. shall be invested in accordance with and consistent with any
limitations, restrictions or modifications as outlined in the fund’s documents. The fund’s
documents shall override any restrictions or stipulations as outlined in this document. The
objectives will generally be aligned with the spirit of this document.
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Section XI -Exhibit B Manager Specific Guidelines

These Manager Specific Guidelines are an exhibit to the Fund’s Statement of Overall Investment
Objectives and Policy.

Manager: Artisan Partners / Barclays Wealth Advisors
Mandate: International Value Equity

Index Benchmark: MSCI EAFE Value Index
Universe: International Value Equity

Asset Allocation: Lower Limit Target Upper Limit
International Equity: 100% 100% 100%
Cash & Equivalents: 0% 0% 0%

Modification of Restrictions:

All investments made on behalf of the District in the Barclays Wealth Advisors Series,
International Value Equity Ltd. shall be invested in accordance with and consistent with any
limitations, restrictions or modifications as outlined in the fund’s documents. The fund’s
documents shall override any restrictions or stipulations as outlined in this document. The
objectives will generally be aligned with the spirit of this document.
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Section XI -Exhibit B Manager Specific Guidelines

These Manager Specific Guidelines are an exhibit to the Fund’s Statement of Overall Investment

Objectives and Policy.

Manager:
Mandate:

Index Benchmark:

State Street Global Advisors
Core Fixed Income

Barclays Capital Aggregate Index

Universe: U.S. Broad Market Core Fixed Income
Asset Allocation: Lower Limit Target Upper Limit
Domestic Fixed 100% 100% 100%
Income:
Cash & Equivalents: 0% 0% 0%

Modification of Restrictions:

All investments made on behalf of the District in the SSgA U.S. Aggregate Bond Index NL Fund
shall be invested in accordance with and consistent with any limitations, restrictions or
modifications as outlined in the fund’s documents. The fund’s documents shall override any
restrictions or stipulations as outlined in this document. The objectives will generally be aligned
with the spirit of this document.
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Section XI -Exhibit B Manager Specific Guidelines

These Manager Specific Guidelines are an exhibit to the Fund’s Statement of Overall Investment
Objectives and Policy. By its signature below, the Investment Manager agrees to these Guidelines as
well as the terms and conditions of the Statement, which is incorporated herein by reference.

Manager: AllianceBernstein L.P.
Mandate: Core Plus Fixed Income

Index Benchmark: Barclays Capital Aggregate Index
Universe: U.S. Broad Market Core Fixed Income

Asset Allocation: Lower Limit Target Upper Limit
Domestic Fixed 90% 100% 100%
Income:
Cash & Equivalents: 0% 0% 10%

Modification of Restrictions:

Portfolio Duration:
e +/- 1 year to index duration

Permissible Investments also include the following:

e Government securities (sovereign, supranational, government-guaranteed, government—sponsored
and government agency issuers, including securities issued by banks/corporations that carry an
explicit government guarantee)

* Municipal bonds, both taxable and tax-exempt issues

e Perpetual, convertible, preferred, trust preferred, and hybrid securities

e Bank loans

e Collateralized mortgage obligations

e Commercial mortgage-backed securities (CMBS)

e Basket, index and other structured securities

e Cash equivalent investments (any investment grade security that has a maturity less than one year,
including repurchase agreements)

¢ Inflation indexed securities

e Variable and floating-rate instruments

e Reverse repurchase agreements

e Derivatives specified under “Derivatives, Reverse Repurchase Agreements, Borrowing, Leverage
and Short Selling” section below

e The portfolio may purchase and sell securities and instruments issued by issuers located in or
otherwise relating to emerging-market countries. Emerging-market countries are those classified
as “middle” or “low income” economies by the World Bank.

e The portfolio may invest directly in eligible securities or instruments, as described, or through
investment in collective investment funds managed by the Manager that invests primarily in such
securities or instruments.
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Other Modifications

e  Credit ratings encompass entire range for the grade (i.e. A includes A-, A+, etc.)
e For split credit ratings, the higher rating shall apply.

e  Minimum rating for mortgage-related/ABS/CMBS (at time of purchase) BBB
e Minimum rating for other security types (at time of purchase) CcCC
e Maximum percentage of portfolio rated below investment grade 25%
e  Minimum percentage of portfolio rated AAA or US Government issued/guaranteed 30%
e Maximum percentage of portfolio in mortgage-related/CMBS/ABS rated below AAA that are not
issued or guaranteed by the US Government, its Agencies or Instrumentalities 5%

e Manager will rely on credit ratings provided by S&P, Moody’s or Fitch. If unrated, the Manager will
apply, in its sole discretion, a credit rating it deems appropriate.

e Sector maximums

o All securitized assets 75%
o Agency RMBS 75%
o Non-agency RMBS 10%
o CMBS 20%
o ABS 15%
o CMBS and ABS in total 30%
o Investment-grade corporates (with remaining maturity greater than 1 year) 75%
o Below-investment grade debt from developed countries (excludes bank loans) 20%
o Below-investment grade debt from emerging market countries 10%
o Bank loans 10%
o Non-US dollar denominated securities (hedged) 25%
o Single issuer limits

o US government (includes government securities as previously defined) Unlimited
o Other investment-grade governments from developed countries 10%
o Other investment-grade governments from emerging market countries 5%
o Below investment-grade governments 3%
o Other investment-grade issuers 3%
o Other below-investment-grade issuers 1%
o Basket/Index securities 5%

Derivatives use

Derivatives, including swaps (including interest rate swaps, total rate-of-return swaps and credit
default swaps), swaptions, options (including equity index options), and interest rate futures may
be used for risk management, duration management, yield curve management, adjusting
exposure to the bond market sectors permitted by these guidelines or when they represent a more
efficient method of implementing a portfolio strategy otherwise allowable under these
guidelines. The term “derivatives” includes transactions or instruments that are in use as of the
date hereof as well as those that may be developed or used in the future.

The impact of all derivatives will be fully incorporated into the calculation of the portfolio risk
including the portfolio’s duration as well as investment guideline limits on exposure to markets,
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sectors, issuers or specific securities. The gross notional amount of Credit Default Swaps (CDS)
will be limited to 10% of portfolio.

Excluding the exceptions for reverse repurchase agreements and forward commitments noted
below, the portfolio will not borrow money. Reverse repurchase agreements (which are limited
to 10% of the portfolio) may be used provided all the proceeds from such transactions are
invested in cash equivalents. If the portfolio has net forward purchase agreements (from, for
example, mortgage TBA or dollar roll transactions or the purchase of other when-issued
securities), the portfolio must hold cash equivalents or other AAA rated securities with a duration
of less than one year (e.g., asset-backed floaters) at least equal to such net amount. For purposes
of this analysis, futures and options (including swaptions) transactions are not considered
forward purchase agreements.

While it is recognized that there are numerous definitions of leverage (e.g., custodian,
accounting, physical, etc.), and as many different methods for calculating leverage, provided the
portfolio complies with all duration, sector, and security level guidelines described herein, the
Manager does not consider its use of reverse repurchase agreements, net forward purchase
agreements, or other derivatives to create leverage.

While shorting physical securities is prohibited, derivatives may be used to establish synthetic
short positions in sovereign debt or interest rate swaps as part of the overall global duration
strategy.

Currency

The portfolio may invest in non-US dollar denominated securities on a currency hedged or un-
hedged basis in securities denominated in the currencies from both developed and emerging
market countries. The Investment Manager will actively take long or short positions in
currencies by owning unhedged non-US dollar denominated securities, holding cash equivalent
positions in currencies other than the US dollar, and/or via long or short positions in currency-
related derivatives (including without limitation forward contracts, futures contracts, swaps, and
options).

The portfolio will limit its net exposure (longs net of shorts) to non-US currencies to 10% of its
market value and its gross exposure (longs plus absolute value of shorts) to non-US currencies to
20% of its market value. Maximum net exposure per non-US currency is 3%. The exposures to
currency-related derivatives do not count towards the sector limit noted above for non-US dollar
security exposure.
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Office of Finance and Treasury
Of the District of Columbia

Date: g/é / ( 3 By: % Zaﬁ

W&V L

By:

AllianceBernstein L.P.

By:
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Section XI -Exhibit B Manager Specific Guidelines

These Manager Specific Guidelines are an exhibit to the Fund’s Statement of Overall Investment
Objectives and Policy.

Manager: Access Capital

Mandate: Economically Targeted Investment: High quality debt securities and other debt
instruments supporting the affordable housing industry
Index Benchmark: Barclays Capital U.S. Securitized Index

Universe: N/A

Asset Allocation: Lower Limit Target Upper Limit
Economically 100% 100% 100%
Targeted Investment:
Cash & Equivalents: 0% 0% 0%

Modification of Restrictions:

All investments made on behalf of the District in Access Capital Community Investment Fund
shall be invested in accordance with and consistent with any limitations, restrictions or
modifications as outlined in the fund’s prospectus. The fund’s prospectus shall override any
restrictions or stipulations as outlined in this document. The objectives will generally be aligned
with the spirit of this document.

38}



OTHER POST-EMPLOYMENT BENEFITS FUND OF THE GOVERNMENT OF THE DISTRICT OF
CoLumBIA

Section XI -Exhibit B Manager Specific Guidelines

These Manager Specific Guidelines are an exhibit to the Fund’s Statement of Overall Investment
Objectives and Policy. By its signature below, the Investment Manager agrees to these Guidelines as
well as the terms and conditions of the Statement, which is incorporated herein by reference.

Manager: AllianceBernstein L.P.
Mandate: International Fixed Income

Index Benchmark: Barclays Capital Global Aggregate ex-US Index
Universe: International Fixed Income

Asset Allocation: Lower Limit Target Upper Limit
International Fixed 90% 100% 100%
Income:
Cash & Equivalents: 0% 0% 10%

Modification of Restrictions:

Portfolio Duration:
e +/- 10% of index duration

Permissible Investments also include the following

e Government securities (sovereign, supranational, government-guaranteed, government-sponsored
and government agency issuers, including securities issued by banks/corporations that carry an
explicit government guarantee)

e Municipal bonds, both taxable and tax-exempt issues

o  Perpetual, convertible, preferred, trust preferred, and hybrid securities

¢ Bank loans

e Commercial mortgage-backed securities (CMBS)

e Basket, index and other structured securities

¢ Cash equivalent investments (any investment grade security that has a maturity less than one year,
including repurchase agreements)

e Inflation indexed securities

e Variable and floating-rate instruments

e Reverse repurchase agreements

e Derivatives specified under “Derivatives, Reverse Repurchase Agreements, Borrowing, Leverage
and Short Selling” section below

e The portfolio may purchase and sell securities and instruments issued by issuers located in or
otherwise relating to emerging-market countries. Emerging-market countries are those classified
as “middle” or “low income” economies by the World Bank.

e The portfolio may invest directly in eligible securities or instruments, as described, or through
investment in collective investment funds managed by the Manager that invests primarily in such
securities or instruments.
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Other Modifications

e Credit ratings encompass entire range for the grade (i.e. A includes A-, A+, etc.)

e For split credit ratings, the higher rating shall apply.

e Minimum rating per security (at time of purchase) CCC

e Maximum percentage of portfolio rated below investment grade 20%

e Manager will rely on credit ratings provided by S&P, Moody’s or Fitch. If unrated, the
Manager will apply, in its sole discretion, a credit rating it deems appropriate.

e Sector maximums

o U.S. Agency Debentures 40%
o Residential MBS 50%
o CMBS and ABS 20%
o Investment grade corporates 50%
o Below-investment grade debt 20%
o Bank loans 10%
o Structured Notes 10%
o USD Denominated Securities (excluding cash equivalents and structured notes) 40%
o Emerging Market countries are included in their respective rating category

o Single issuer limits
o Non-US Governments (includes government securities as previously defined) Unlimited

o Investment grade issuers 5%
o Below-investment grade governments 5%
o Other below-investment grade issuers 2%
o Basket/Index securities 5%

Structured Securities Use

For basket/index securities, the security’s average characteristics (e.g. credit quality, duration, etc.)
will be used to evaluate compliance with guideline restrictions, rather than the statistics of the
underlying issuers. Portfolios are permitted to invest in US and non-US denominated structured notes
to replicate investments that would otherwise be made directly in the cash market provided that the
underlying assets and risks of the notes are permitted by the guidelines.

Derivatives Use

Derivatives, including swaps (including interest rate swaps, total rate-of-return swaps and credit
default swaps), swaptions, options (including equity index options), and interest rate futures may be
used for risk management, duration management, yield curve management, adjusting exposure (o the
bond market sectors permitted by these guidelines or when they represent a more efficient method of
implementing a portfolio strategy otherwise allowable under these guidelines. The term “derivatives”
includes transactions or instruments that are in use as of the date hereof as well as those that may be
developed or used in the future.

The impact of all derivatives will be fully incorporated into the calculation of the portfolio risk
including the portfolio’s duration as well as investment guideline limits on exposure to markets,
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sectors, issuers or specific securities. The gross notional amount of Credit Default Swaps (CDS) will
be limited to 10% of portfolio.

Excluding the exceptions for reverse repurchase agreements and forward commitments noted below,
the portfolio will not borrow money. Reverse repurchase agreements (which are limited to 10% of the
portfolio) may be used provided all the proceeds from such transactions are invested in cash
equivalents. If the portfolio has net forward purchase agreements (from, for example, mortgage TBA
or dollar roll transactions or the purchase of other when-issued securities), the portfolio must hold cash
equivalents or other AAA rated securities with a duration of less than one year (e.g., asset-backed
floaters) at least equal to such net amount. For purposes of this analysis, futures and options
(including swaptions) transactions are not considered forward purchase agreements.

While it is recognized that there are numerous definitions of leverage (e.g., custodian, accounting,
physical, etc.), and as many different methods for calculating leverage, provided the portfolio complies
with all duration, sector, and security level guidelines described herein, the Manager does not consider
its use of reverse repurchase agreements, net forward purchase agreements, or other derivatives to
create leverage.

While shorting physical securities is prohibited, derivatives may be used to establish synthetic short
positions in sovereign debt or interest rate swaps as part of the overall global duration strategy.

Currency Use

The Investment Manager will actively manage the portfolio’s currency exposures and will seek
investment opportunities by taking long or short positions in currencies through the use of currency-
related derivatives, including without limitation currency futures contracts, swaps, forward contracts
and options. Active currency exposure and exposure relative to the benchmark can be managed by
owning unhedged securities or by means of foreign exchange forward contracts or any other derivative
instruments (i.e. the Manager does not need to buy bonds to gain exposure to a particular currency or
otherwise manage currency exposure).

The Portfolio’s net active currency exposure—defined as aggregate currency exposure that is long or
short relative to the benchmark—is limited to +/- 15% of the Portfolio’s Net Asset Value. On the
understanding that the Manager may engage in cross hedging currency exposure, the Portfolio’s gross
active currency exposure—defined as the aggregate long currency exposure relative to the benchmark
plus the absolute value of aggregate short currency exposures relative to the benchmark—is limited to
+/- 30% of market value. Currency exposure may be long or short relative to the portfolio’s
benchmark and/or the portfolio’s base currency and this is not considered leverage.
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Office of Finance and Treasury
Of the District of Columbia

Date: 5‘40///3 By: MM Za%

Z L7
By:
AllianceBernstein L.P.
By: ___
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Section XI -Exhibit B Manager Specific Guidelines

These Manager Specific Guidelines are an exhibit to the Fund’s “Statement” of Overall Investment
Objectives and Policy.

Manager: State Street Global Advisors

Mandate: Emerging Market Equity
Index Benchmark: MSCI EM (net) Index

Universe: Emerging Markets Equity

Asset Allocation: Lower Limit Target Upper Limit
Emerging Market 100% 100% 100%
Equity:
Cash & Equivalents: 0% 0% 0%

Modification of Restrictions:

All investments made on behalf of the District in the SSgA Emerging Market Equity Fund shall
be invested in accordance with and consistent with any limitations, restrictions or modifications
as outlined in the fund’s documents. The fund’s documents shall override any restrictions or
stipulations as outlined in this document. The objectives will generally be aligned with the spirit
of this document.
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Section XI -Exhibit B Manager Specific Guidelines

These Manager Specific Guidelines are an exhibit to the Fund’s Statement of Overall Investment
Objectives and Policy.

Manager: Gresham Investment Management LLC
Mandate: Commodities

Index Benchmark: Bloomberg Commodity Index Total Return
Universe: N/A

Asset Allocation: Lower Limit Target Upper Limit
Commodities: 100% 100% 100%
Cash & Equivalents: 0% 0% 0%

Modification of Restrictions:

All investments made on behalf of the District in the Gresham Strategic Commodities Fund shall
be invested in accordance with and consistent with any limitations, restrictions or modifications
as outlined in the fund’s documents. The fund’s documents shall override any restrictions or
stipulations as outlined in this document. The objectives will generally be aligned with the spirit
of this document.
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Section XI -Exhibit B Manager Specific Guidelines

These Manager Specific Guidelines are an exhibit to the Fund’s Statement of Overall Investment
Objectives and Policy.

Manager: BlueBay Asset Management
Mandate: Emerging Market Debt

Index Benchmark:
A composite index comprised 50% of JP Morgan Emerging Markets Bond
Index Global Diversified and 50% of JP Morgan Government Bond Index —
Emerging Markets Global Diversified (GBI-EM Global Diversified), USD
unhedged. (.
Universe: Emerging Markets Debt

Asset Allocation: Lower Limit Target Upper Limit
Emerging Market 100% 100% 100%
Debt:
Cash & Equivalents: 0% 0% 0%

Modification of Restrictions:

All investments made on behalf of the District in the BlueBay Emerging Market Select Bond
Fund shall be invested in accordance with and consistent with any limitations, restrictions or
modifications as outlined in the fund’s documents. The fund’s documents shall override any
restrictions or stipulations as outlined in this document. The objectives will generally be aligned
with the spirit of this document.
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