KENTUCKY RETIREMENT SYSTEMS
INVESTMENT MANAGEMENT AGREEMENT

: THIS INVES yENT WAGEMEN'F AGREEMENT (the “Agreement” or "Contract") is
entered into as of ber , 20 /7 by and between Pzena lnvestment Management, LLC

(“Manager™), and Kentucky Retirement Systems (“KRS” or "Systems"), a 401(a) governmental defined
benefit pension plan; ¢ach a “Party” and together the “Parties”.

WITNESSETH:

WIHEREAS, KRS desires to appoint Pzena Investment Management, LLC as investment manager
with authority to manage and control a portion of KRS’ assets held from time to time (the “Account”)
pursuant to this Contract; '

NOW, THEREFORE, in consideration of the foregoing and subject to the terms and conditions
set forth herein, the patties hereby agree as follows:

1. Designation of Manager; Prudent Person. Subject to the terms and conditions contained
in this Agreement, KRS hereby appoints Manager as investment manager of the Account with full power
and discretion to manage such assets of the Account as KRS designates, such assets not otherwise being
subject to the management or control of another investment manager specifically appointed by KRS.
Manager hereby accepts appointment as investment manager of the Account pursuant to the terms of this
Agreement. Manager shall discharge its duties under this Agreement solely in the interest of KRS with
the care, skill, prudence, and diligence under the circumstances then prevailing that a prudent investment
manager acting in a like capacity and familiar with such matters would use in the conduct of an enterprise
of like character and with like aims, pursuant to Kentucky Revised Statutes Section 61.650(1)(c)(3). In
addition, Manager is a “fiduciaty” of KRS, as that term is defined the U.S. Employee Retirement Income
Security Act of 1974, as amended ("ERISA"), with respect to the investment and management of the assets
in the Account. KRS has selected the Manager’s Emerging Markets Select Value strategy.

2. Custody of Account Assets. KRS has established or will establish one or more investment
accounts at a custodian of KRS’s choice (the “Custodian™). Title to all Systems’ Account assets shall at
all times be registered in the name of Systems or the name of the Systems® Master Custodian or its nominee
for the account of Systems, and the indicia of ownership of all Systems’ Account assets shall at all times
be maintained in trust by the Systems’ Master Custodian, The Manager shall at no time have the right to
physically possess or to have the securities making up the Account registered in its own name or that of
its nominee, nor shall the Manager in any manner acquire or become possessed of any income or proceeds
distributable by reason of selling, holding or controlling the Account. KRS shall instruct the Custodian
to provide the Manager with written statements of the Account, at least monthly, and such other
information as Manager may reasonably request from time to time.

3. Investment Policy and Procedures. The Manager hereby: agrees to provide the services
enumerated in Item 1 and Item 2 above in accordance with the Statement of InvestmentyPolicy and
Procedures (the “Investment Policy™) as issued by Systems, which is attached hereto as Attachment I and
incorporated herein by this reference, and the Portfolio Guidelines for the Manager (the “Guidelines”),
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which ate attached hereto as Attachment II and incorporated herein by this reference. Manager shall
exetcise its power and authority with respect to the Account in accordance with the Investment Policy.
The Investment Policy and Guidelines shall remain in effect until such time as KRS approves (in writing)
a modification to the Investment Policy or Guidelines. The Manager shall have no responsibility to
implement any changes in the investments of the Account as a result of any change in the Investment
Policy or the Guidelines unless and until such change is communicated to the Manager in writing;
provided, such change becomes effective only upon the Manager’s written acknowledgment of receipt.
The Manager shall acknowledge receipt within five (5) business days after receiving the notification and
shall be in compliance with the modified Investment Policy of Guidelines within forty-five (45) days after
receiving notification. Notwithstanding anything to the contrary contained herein, in the event the terms
of the Guidelines conflict with those of the Investment Policy, the terms of the Investment Policy shall
control. The Manager will attempt to obtain the “best available price and most favorable execution” with
respect to all Account transactions, '

4, Brokerage. In selecting brokets or dealers, the Manager shall use reasonable efforts to
seck the most favorable combination of price and execution, and may consider the fact that a broker or
dealer has furnished, or has agreed to furnish in the future, statistical, research or other information or
services which enbance the Manager's investment research and portfolio management capability for
investing the assets, all in accordance with Section 28(e) of the U.S. Securities Exchange Act of 1934, If
Manager accepts or receives such information or services from a broker or dealer, then Manager shall
report to KRS in accordance with section 18(c)(iv) of this Agreement. \

Notwithstanding the foregoing, the Manager shall not place orders with any broket/dealer who: (a)
KRS has by written notice to the Manager deemed unsuitable for Account trades, (b) is affiliated with the
Manager or (c) is affiliated with an investment consultant that provides non-brokerage related services to
KRS. KRS shall provide the initial list of restricted broker/dealers arising under (a) and (¢), and any
changes, to the Manager in writing. The Manager agrees to be bound by such broker/dealer list, or any
changes to such broker/dealer list upon receipt of written notice from KRS. In addition, the Manager shall
not engage in transactions that involve a broker acling as a principal where the broker is also the
investment manager, without KRS's advance written consent.

5. Performance Objectives, The Manager acknowledges that KRS has established
performance objectives for the assets in the Account as are set forth in Attachment I attached hereto (the
"Performance Objectives”), as the same may be amended from time to time by KRS in writing, and that
failure to consistently meet such performance standards may result in termination of this Agreement, The
Manager hereby acknowledges that it has reviewed and is familiar with the Performance Objectives. KRS
may amend the Performance Objectives by providing written notice to Manager. '

6. Fees and Terms of Payment. As consideration for the services rendered pursuant to this
Agreement, the Manager shall receive a management fee, payable quartetly in arrcars, and calculated as
outlined in Attachment I1T titled “Fee Schedule”. If the fees are not paid by KRS, KRS shall cause the
Custodian to compensate Manager for its setvices under this Agreement from the assets of the Account. -
Except as provided in Attachment ITI, the Manager shall not be entitled to receive any additional fees ot
reimbursements for travel expenses, meals, production materials, or any other service or product provided
in connection with this Agreement. Under Section 61.645(i) of the Kentucky Revised Statutes, KRS is
required to disclose, and post on its website, the dollar value of fees and -commissions paid to each
individual manager or partnership. KRS shall not publicly disclose the Fee Schedule listed in Attachment
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T11, unless legally required to do so after exhausting all reasonable available remedies to prevent disclosure
as determined by KRS, however, on a quarterly basis, it is legally required to update and post to its website
the fees and commissions paid for each fund administered by the board, as well as any fees and
commissions paid to a manager or partnership. If KRS does disclose the Fec Schedule listed in Attachment
I, KRS shall immediately notify the Manager. Public disclosure shall not encompass KRS’ lawful
responses to a valid subpoena or order from a Court of competent jurisdiction, or disclosure and posting
tequired pursuant to KRS 61.645(19)(@). KRS shall also reimburse the Manager for any third-party costs
incurred by the Manager at the instruction of KRS. :

7. Benefit of More Favorable Terms. The Manager hereby agrees that at all times during
the management of the Account, the management fee charged to the System hereunder will be no less
favorable than that charged to similar accounts established subsequent to the date of this Agteement, under
the same ‘strategy and of comparable size, objectives, and guidelines, excluding Manager-affiliated
accounts, U.S. or foreign registered ot exempt commingled funds, multi-managet/consultant programs,
accounts that are part of a larger overall relationship, and accounts whose fees are based on investment
performance. The Manager agrees to notify the System if, at any time, the Manager is in violation of the
aforementioned clause, and to offer to reduce the management fee accordingly.

8 Placement Agents. The Manager agrees that it will remain in compliance with System’s
Statement of Disclosure and Placement Agent policy, which is attached hereto as Attachment IV. The
Manager watrants that no person or selling agency has been employed ot retained to solicit and secure
this Agreemert upon an agteement or understanding for commission, petcentage, brokerage or
contingency; excepting bona fide employees or selling agents maintained by the Manager for the purpose
of securing business unless disclosed in-writing, prior to the engagement. The Manager has not paid any
placement fees, findet's fees, or gratuities (including gifts and entertainment) to any fiduciary, trustee or
employee of KRS. The Manager has not made any contributions that would result in an Investment
Adviser being disqualified from collecting performance fees under rule 206(4)-5 of the Investment
Advisers Act of 1940, as amended (“Advisers Act”). Additionally, under Section 61.645(1) of the
Kentucky Revised Statutes, Manager acknowledges and agrees that no funds of KRS, including the fees
and commissions paid to the Manager, shall be used to pay fees and commissions to placement agents.
For the purposcs of this Agreement, “placement agent” means a third-party individual, who is not an
employee, or firm, wholly or partially owned by the entity being hired, who solicits investments on behalf
of an investment manager, private fund, or company issuing securitics :

9. Authorization. In accordance with this Contract and all Attachments hereto, Manager is
heteby authorized, without prior consultation with, or approval of, KRS, to:

a) use its sole judgment and discretion in the acquisition, placement, maintenance, transfer,
swap, sale, ot other disposition of any and all Account assets;

b) bind or commit KRS to any contract(s) or agreement(s) necessary to accomplish its duties
and obligations set forth in this Agreement;

¢) direct the Custodian with respect to all powers subject to such direction under any
Agreement including, but not limited to, buying and selling securities, signing contracts or
other agreements; and
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d) combine orders on behalf of the account with orders on behalf of the Manager or its
alfiliates or of other clients of the Manager. |

10.  Trading Procedures. All transactions authorized by this Agreement shall be settled
through the Custodian, who shall retain sole possession of and have complete custodial responsibility for
the assets. The Manager shall notify and instruct the Custodian on (a) orders which the Manager places
for the sale or purchase of assets and the management or disposition of such assets, and (b) the purchase
ot acquisition of other securities or property for the Account. The Manager shall provide the Custodian
with such trade information as the Custodian may require to effect settlement, within the time frames as
the Custodian may designate, In its sole discretion, KRS may (by giving notice to either the Manager or
the Custodian) amend, limit or revoke Manager's above-described authority to direct the Custodian.

11.  Manager Not Acting as Principal. The Manager shall not act as a principal in sales and/or
purchases of the assets, unless the Manager shall have received prior written approval from an Authorized
Person (defined below) for such transaction. The Manager shall also not engage in prohibited transactions
to the extent set forth in section 406(b) of ERISA. ,

12.  Trade Confirmation and Settlement. . Where a transaction is eligible for settlement
through the Depository Trust Company's Institutional Delivery System, the Manager shall use such
System for trade confirmation and settlement. The Manager shall cooperate with KRS's Custodian and
other parties to the trade to promptly resolve any trade settlement discrepancies or disputes.

13.  Discretionary Rights and Powers Affecting the Assets. The Manager may receive
information from the Custodian concerning the assets held in the Account, including without limitation,
conversion rights, subscription. rights, warrants, options, pendency of calls, maturities of securities,
expirations of rights, tender and exchange offers, and any other right or power requiring a discretionary
decision by the Manager. The Manager shall be responsible for timely directing the Custodian as to the
exetcise of such rights and/or powers where the Manager has actual knowledge of same, whether by
written notice or otherwise. The Manager shall not be responsible for notifying KRS or the Custodian of,
or managing, monitoring or conducting litigation or other proceedings (including class action or
bankruptey proceedings) related to any investment held or once held in the Account, and KRS
acknowledges and agrees that it, and any legal adviser of KRS, shall remain solely responsible for the
management of such proceedings. Despite the preceding sentence, the Manager will use best efforts to
forward to KRS any proof of claims forms or related materials that the Manager receives for the Account.

{4.  Acting on Illegal Information. The Manager shall not place orders to purchase and/or
sell any assets on the basis of any material information obtained, or utilized, by the Manager in violation
~ of the securities laws of the United Statcs, ot any other country in which the Manager transacts business

on the Fund's behalf. '

15.  Account Reconciliation. The Manager shall cooperate with the Custodian to reconcile the
Account each month, The Manager shall review all performance and other reports provided to it by the
Custodian with respect to the Account asscts, and notify KRS in writing of any material errors or
discrepancies that are not reconciled. ‘ ‘

16.  Notification of Tax Liabilities. The Managet shall promptly notify KRS if, at any time,
the Manager becomes aware of KRS’ obligation to pay taxes to any government or to file any returns or
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other tax documents with respect to income carned on the Account assets. The Manager is not an expett
in tax matters and does not possess the information necessary to assist KRS in determining its {ax

liabilities,
17.
a)

b)

f)

Manager Representations, Manager hereby represents and acknowledges to KRS that:

- Managet is duly organized, validly existing and in good standing under the laws of the state

of its organization and has complete authority to carry out its business as it has been
conducted; ‘ ‘ C

The execution and delivery of this Agreement and the consummation of the transactions
contemplated hereby are within the power of the Manager and have been duly authorized
by all necessary corporate action. The Manager has duly executed and delivered this
Agreement, and this Agreement constitutes the legal, valid and binding agreement and
obligation of the Manager, enforceable against the Manager in accordance with its terms,
except insofar as such enforceability may be limited by bankruptcy, insolvency,
reorganization, moratorium or other similar limitations on creditors' rights generally and
general principles of equity.

Neither the execution and delivery of this Agreement, nor the consummation of the
transactions provided herein, will violate any agreement to which the Manager is a party
or by which it is bound, any law, regulation, order, or any provision of the charter
documents of the Manager.

Manager is a registered investment adviser as defined is the Investment Advisers Act of
1940, as amended (“the Advisers Act™), and therefore cligible to act as an investment
manager under ERISA, is registered in or is oxempt from registration in accordance with
applicable state laws and is not subject to any of the disqualifications set forth in Section

411 of ERISA. In accordance with the provisions of the Advisers Act, no assignment of
this Agreement shall be made by Manager without KRS’ permission;

Manager has completed, obtained, and performed all registrations, filings, approvals,
authorizations, consents, or cxaminations required by any government or governmental
authority for acts as contemplated by this Agteement;

Manager will maintain the following insurance coverage! for the duration of the Agreement
plus [ onths after expiration or termination of the Agréement. Proof of the
existence of such policies shall be provided to KRS annually with the Compliance
Certificate in Attachment V:

1) A fidelity bond in the minimum amount of — with a maximum
deductible of [ M8 The bond shall cover at a minimum, losses due to
dishonest or fraudulent acts by the Manager; and

1Fhe Timits of insurance described herein shall not limit (he liability of the Manager and Manager’s officers, employees, agents,
representatives or subcontractors, Failure {o procure and maintain msurance shall constitute a material breach of this Agreement
upon which KRS may immediately terminate {he Agreemont.

'
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g)

h)

1

k

D

m)v

18.

i1) An errors and omissions policy in (he minimum amount of NG it o
maximum deductible of [ qBMlloc: claim. The policy shall cover, at a
minimum, Manager’s business activitics and any claim made against Manager in
the conduct of any professional services by or on behalf of Manager that Manager
is legally obligated 1o pay.

Manager will immediately notify KRS by telephone (at the telephone number set forth
below), upon the receipt of information indicating possible risks of seizure, loss, or loss of
use of Account assets. Such telephonic notice shall be followed by written notice to KRS
within twenty-four hours;

Manager has disclosed to KRS directly, any litigation pending, and will notify KRS of all
firture actions against the Manager, related to the performance of its duties as an investment
adviser. It also has, and will in the future, promptly disclose to KRS directly, any pending
or future investigation of the Manager by the SEC or any other re gulatory authority, foreign
or domestic, related to the Manager’s performance of duties as an investment adviser; and

Manager wartants that these representations shall be deemed to be continuing as long as
KRS participates in Manager’s account and that Manager shall notify KRS in writing
before or immediately upon the occutrence of any event which causes a change to the
representations and warranties made hereunder,

'I'he Manager will make all required filings with all applicable regulatory agencies within
all preseribed deadlines on behalf of its investments of the assets in the Account.

The Manager shall annually file with KRS a compliance certificate, oxceuted by a
responsible officer of the Manager's firm, in the form attached hereto as Atlachment V,
within thirty (30) days afler cach December 31,

Parsuant to Kentucky Revised Statutes Section 61.650(1)(d)2., Manager shall comply with
all applicable provisions of the federal Investment Advisers Act of 1940, as amended, and
the rules and regulations promulgated thercunder, and shall comply with all other
applicable federal sccuritics statutes and related rules and regulations that apply to
investment managers. -

Manager shall comply with all laws and regulations issued from time to lime by any
governmental or administrative or other body which relate to the discharge of its duties
under this Agreement. '

Reporting Requirements. Manager shall furnish teports in the format specified by KRS

upon their reasonable request.

a)

The Manager shall provide the following reports monthly (either hard copy or by electronic
access) within ten (10) business days of morith-end:

i) Reports describing in detail the previous month’s portfolio activities, including

GIPS compliant performance tabulations gross and net of fees for the 1-month, 3-
month, calendar YTD, fiscal YTD, 1-yeat, 3-year, 5-year, 10-ycar, and since
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b)

9

i)

inception as appropriéte, A summary of purchases & sales (Account activity),
sector weights and other appropriate Account characteristics (e.g. convexity and
effective duration, P/E, etc.) for both the benchmark and the Account; and

Repotts tracking units, original cost, amortized cost, market value, and gain/loss of
each holding. '

The Manager shall provide quarterly reports within thirty (30) calendar days of calendar
quarter-end: ‘

v)

vi)

Reports teviewing portfolio performance (as above) and the Manager’s current
investment strategy and outlook; '

A summary of the proxy votes for the quarter;
An attribution breakdown for the current quarter, and 1 year periods; |

Reports tracking the Manager’s utilization of brokers/dealers, including the
identification of the brokers/dealets utilized, the perceived market costs (market
impact) if any at a portfolio level, and the dollar volume executed through each
broker/dealer, and a commission analysis report;

A synopsis of the key investment decisions made by the manager, his or her
underlying rationale, and how those decisions could affect future results;

A commentary on investment results in light of the appropriate standards of
performance; and ’

The Manager shall provide annually, after the close of the calendar year:

Within 120 days after the end of Manager’s fiscal year, a copy of SEC form ADV
_ Part 2, any amendments thereto as available;

A copy of the Managet’s annual report and SAS 70 (if applicable);
A Compliance Certificate provided in Attachment V;

A teport on the Manager’s use of soft dollars earned and expended resulting from
its duties under this Agreement, The report shall include the products and services
obtained through soft dollar arrangements. Otherwise, the Manager shall indicate
in writing that soft dollar information is not applicable to this Account.

The Manager shall provide the following information periodically as requested:

y

i)

Information relating to industries, businesses, corporations or secutities as
requested by KRS; ‘

Reporls containing the Manager’s and affiliates’ conflict of interest policies; and
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iii)  Any other such reports regarding the Account as KRS or the Custodian may
reasonably request. ‘

19.  Meetings. On a periodic basis mutually convenient to Manager and KRS, Manager shall
meet with KRS to review the Account investments and to discuss current holdings and future placements
and acquisitions. Additionally, the individual or individuals assigned by the Manager to the Systems
account must be generally accessible by telephone to Systems on a daily basis during regular business
hours.

20.  Change in Status. Manager shall promptly notify KRS in writing of any material change
in Manager’s business which may affect Manager’s ability to perform its duties and responsibilities under
this Agreement, including, but not limited to, any change in Manager’s status as a registered investment
manager, any material litigation, any material adverse changes to the Manager’s financial or
organizational status or any material change in its Executive Committee, and any change in portfolio
managers managing a KRS Account. Manager shall promptly notify KRS of any conflicts of interest
arising from Manager and its relationship with any KRS employees, KRS trustees, elected officials of the
Commonwealth of Kentucky, or third-party vendors of KRS related to the setvices provided undet this
Agreement. If, at the sole discretion of KRS, it is determined that any relationship would be considered a
potential or actual conflict of interest, KRS may require Manager to cease dealing with such entity on
behalf of KRS. ‘

KRS authorizes Manager to combine orders for the Account with orders for other clients of Manager.
When effecting trades on an aggregated basis, the Manager is required to allocate aggregated trades
promptly and fairly. Securities purchased or proceeds of securities sold through aggregated orders shall
be allocated in accordance with the Manager’s Trade Allocation & Aggregation Policy. Further, in the
event not all portfolios are allocated the entire number of secutities sought to be bought or sold on behalf
of such portfolio, it is possible that no portfolio will be deemed to have purchased or sold the entire number
of sccurities sought to be purchased or sold on behalf of such portfolio.

71, KRS Representations and Acknowledgement. KRS hereby represents to Manager that
the exccution and performance of this Agreement and the making of investments of the Account in
accordance with this Agreement will not violate any ptovision of the governing documents of KRS,
require KRS to obtain any consent or any waiver that has not heretofore been obtained, or violate any
contract or other agreement to which KRS is a patly or by which it or its assets (including the Account)
may be bound or any statute, rule, regulation or order of any governmental body. KRS will inform the
Manager of any event which might atfect this authority or the propriety of this Agreement. KRS hereby
represents that it is independent of, and unrelated to, the Manager or any affiliatc thereof. KRS
acknowledges that it has received Pait 2 of the Managet’s Form ADV or similar disclosure document prior
to entering into this Agreement.

92, Authorized Parties; Directions to the Manager, KRS may appoint or designate any
person or committce to act on its behalf concerning this Agreement and its operation, as it deems
appropriate. KRS has furnished to the Manager a list of authorized persons, in Attachment VI
("Authorized Persons"), which it will update from time to time as neccssaty and until written notice of
changes are received by the Manager, the Manager may conclusively rely upon the authority of the
Authorized Persons to act on behalf of KRS, All directions to the Manager by or on behalf of KRS shall
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be in writing signed by one or mote Authorized Persons and the Manager shall be fully protected in relying
on such directions.

23, Assignment, The Manager may not assign, convey, or otherwise transfer any of its rights,
obligations, or interests herein without the prior exptess written consent of KRS.

24,  Audit or Examination of Records. The Manager agrees that any authorized
representative of KRS shall have access to and the right to examine, audit, excerpt and transctibe, any
directly pertinent books, documents, papers, and records of the Manager relating to this Agreement upon
reasonable advance notice and during the Managers normal business houts. The Manager shall retain all
records relating to this Agreement for five (5) years following the date of final payment or completion of
any required audit, whichever is later.

25.  Reliance on Representations, KRS and the Manager each acknowledge that the other
will be relying, and shall be entitled to rely, on the representations, undertakings and acknowledgments of
the other set forth in this Agreement. KRS and the Manager each agree to notify the other promptly if any
of its representations, undertakings, or acknowledgments set forth in this Agreement ceases (o be true.

26.  Notice. All notices, instructions and advices with respect to securities transactions or other
matters contenmiplated by this Contract shall be deemed duly given when delivered to and received by the
respective parties as follows (a facsimile transmission is acceptable only for purposes of amending this
Contract and only if the receipt of such facsimile is confirmed by the recipient. Electronic mail

_transmissions are acceptable only for purposes of providing notice or instriictions with respect to securities
transaction or cash flows. Electronic mail transmissions may not be used to terminate or amend this
Contract): :

The Manager at: Pzena Investment Management, LLC
Attn: William L. Lipsey, President -
" 320 Park Avenue, 8" Floor
New York, NY, 10022

With a copy to: Pzena Tnvestment Management, LLC
‘ Atin: Joan F. Berger, General Counsel
320 Park Avenue, 8 Floor
New York, NY, 10022

KRS at: Rich Robben
Chief Investment Officer
1260 Louisville Rd
Frankfort K'Y, 40601

With a copy to: Matk C. Blackwell
’ Executive Director
Office of Legal Services
1260 Louisville Road
Frankfort, KY 40601
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Custodian at: BNY Mellon :
' Attn: Nina L. Caruso, Vice President
. BNY Mellon Center, Suite 4040
Pittsburgh, PA 15258

27, Controlling Law: Jurisdiction and Venue; Waiver. All questions as to the execution,
validity, interpretation, construction, and performance of this agreement shall be construed in accordance
with the laws of the Commonwealth of Kentucky, without regard to conflict of laws principles thereof,
except to the cxtent preempted by federal law(s), if any. The Managet hereby consents to the jurisdiction
of the courts of the Commonwealth of Kentucky and further consents that venue shall lie in the Franklin
Circuit Coutt located in Franklin County, Kentucky., Manager stipulates and agrees that it is subject to
personal jurisdiction of such coutts. To the extent that in any jurisdiction Manager may now or hereafter
be entitled to claim for itself or its assets immunity from suit, execution, attachment (before or after
~ judgment) or other legal process, Manager, to the extent it may effectively do so, irrevocably agrees not
to claim, and it hereby waives, same, : : ' ‘

28, Confidentiality. The Manager shall protect the financial privacy of all information
relating to the Account and recognizes that the information is confidential in nature. The Manager’s
employees and agents shall be allowed access to the information only as needed for their duties related to
the Agreement and in accordance with the rules established by the custodian of the records. The Manager
shall presetve the confidentiality of the information except where otherwise required by law, where
requested by an appropriate regulator, or where reasonably required to be disclosed by the Managet to a -
person (including, without limitation, affiliates, the Custodian, delegates, agents, advisers, brokers and
counterparties) in order to perform the services under this Agrecment. The Manager shall maintain
positive policies and procedures for safeguarding the confidentiality of such information. The Manager
recognizes that it may be liable for the negligent, wanton, or willful release of such information.

KRS is a public agency subject to (i) Kentucky’s public record law (Kentucky Revised Statutes sections
61.870 to 61.884, the “Open Records Act”), which provides generally that all records relating to a public
agency’s business are open to public inspection and copying unless exempted under the Open Records
Act and (if) Kentucky Revised Statutes sections 61.645 (19)(1) and (20) (the "Document Disclosure Law"),
which provides generally that all contracts or offeting documents for services, goods, or propetty
purchased or utilized by KRS shall be made available to the public, and posted on KRS’ website, unless.
exempt under the Document Disclosure Law (the Open Records Act and Document Disclosure Law,
collectively, the “Kentucky Information Disclosure Laws™), Notwithstanding any provision in this
Agreement to the contrary, the Manager hereby agrees that (i) KRS will, to the extent required by the
Kentucky Information Disclosure Laws treat all information received from the Manager as open to public
inspection under the Kentucky Information Disclosure Laws unless such information is exempt from such
disclosure under the Kentucky Information Disclosure Laws, and (if) KRS will not be deemed to be in
violation of any provision of this Agreement if KRS discloses or makes available to the public (e.g., via
KRS’ website) any information regarding the Manager to the extent required pursuant to or under the
Kentucky Information Disclosure Laws, provided that KRS shall use reasonable efforts to notify the
Managet in the case of any request for disclosure of this Agreement which is not redacted or any other
information or material relating to the business of the Manager and provided by the Manager and marked
by the Manager as “Confidential” (or with words of similar import) pursuant to the Kentucky Information
Disclosure Laws so that the Manager may, at its own expense, seck an appropriate exemption to such
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disclosure as and to the extent permitted under any Kentucky Information Disclosure Law. Manager
acknowledges that KRS is subject to the Open Records Act. Manager also acknowledges that a party
requesting information that is unable to obtain such information directly from KRS may bring legal action
(either in a court of law, or by appealing to the attorney general) to compel disclosure of the information.

29.  Remedies. In addition to the right to terminate this Agreement, KRS may also file suit
against the Manager for breach of duty and/or confidentiality, without limitation. Should KRS obtain a
judgment against the Manager as a result of a breach of contract, the Manager consents to such judgment
being set-off against any monies owed by KRS to the Manager under this or other contracts. This section
shall not be interpreted to limit KRS’s temedies as provided for by law. '

30.  Defense and Indemnification. Manager shall indemnify, hold harmless and defend KRS
and its agents, officers and employees from and against all claims, damages, losses, judgments, liabilities,
expenses and other costs, including litigation costs and attorneys’ fees, arising directly from, a fiduciary
breach of this Agreement by the Managér or Manager's officers, employees, agents, representatives or
subcontractors; provided, however, such indemnification shall not extend to or cover loss, damage or
expense atising from the negligence or willful misconduct of KRS or its agents, officers and employees,
or its Custodian and other third parties. Manager's obligation to defend, indemnify and hold KRS and its
agents, officers and employees harmless under the provisions of this paragraph is not limited to or
restricted by any requirement in this Agreement for Manager to procure and maintain a policy of insurance.

31,  Securities Lending. The Manager understands that KRS may engage in a “Securities
lending program”.

JZ. Duration of Contract. The period in which subject services are to be performed is
Lhder 24 2079 through Tuwe 36, 2e22. At the expiration of this term and any subsequent

terms, a new term of three years shall automatically come into being, unless one of the parties hereto
notifies the other party that it wishes to terminate the Agreement in accordance with section 33 below.

33,  Termination. KRS and Manager reserve the right to tetminate this Agreement without
penalty under any one of the following circumstances: : ‘

a) At KRS’s discretion, with or without cause, after five (5) business days written notice to
the Manager ot at Manager’s discretion upon thirty (30) calendar days written notice to
KRS. Manager shall cooperate with KRS and follow KRS’s written directions in
connection with the termination of this agreement to effect the smooth and orderly transfer
of securities and all applicable records to a successor or other entity designated by KRS; -
or o

b) AtKRS’s discretion, immediately, if a result of the Manager’s default or breach of contract;
or

c) At KRS’s discretion, immediately, if the Managet’s decisions/conduct/actions are deemed
not to be in alignment with KRS’s interests. :

Following termination notification, Manager shall not take any action with respect to the Account,
unless specifically authorized to do so by KRS. In the event of termination of the Agreement, the
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exclusive, sole and complete remedy of the Manager shall be payment for services rendered prior to
termination. :

34,  Withdrawal of Assefs from Management. KRS may withdraw from and decrease the
Account assets in its sole discretion, with or without prior notice. Any such notice shall set forth the
amount of any such-withdrawal or identify the investment assets and amount of cash to be withdrawn, the
date as of which such withdrawal shall be effective and such other information that KRS deems necessary
or appropriate. On and after the cffective date of such withdrawal and decrease and except as may
otherwise be set forth in such notice, the Manager shall cease to be responsible for future investment of
the assets and/or cash withdrawn.

35.  Amendments. Except as otherwise provided herein, written modifications, amendments
ot additions to this Contract shall be effective only when signed by both parties. At the expiration of its
term, this Contract may, at the option of the parties hereto, be renewed by negotiation for further periods
not to exceed sixty (60) months for each such renewal.

36.  Conflicts of Laws. Manager hereby certifies Manager is legally entitled to enter into the
subject contract with the Commonwealth of Kentucky and certifies that Manager is not and will not be
violating any conflict of interest statute (KRS 121.056 or any other applicable statute) or principle by the
petformance of this Contract. The Manager shall not engage directly or indirectly in any financial or other
transaction with a trustee or employee of Systems which would violate standards of the Executive Branch
Ethics provisions, as set forth in KRS Chapter 11A. Manager hercby agrees to provide the services
referenced in this agreement, and execute the corresponding External Conflict of Interest Statement, in
accordance with KRS’ Conflict of Interest and Confidentiality Policy as adopted by Systems, which are
attached hereto as Attachment VIII and incorporated herein by this reference. Manager hereby affirms
that there are no relevant facts or circumstances now giving rise or which could, in the future, give rise to
a Conflict of Intetest except as otherwise set forth in its Form ADV PartII, as received by KRS. A Conflict
of Interest means that because of other activities or relationships with other persons, Manager is unable or
potentially unable to render impartial assistance or advice to KRS, or Manager’s objectivity in performing
the Agreement work is or might be otherwise impaired. If any other actual or potential Conflict of Interest
arises subsequent to the date of this Agrecement, Manager shall make a full disclosure in writing to KRS
of all relevant facts and circumstances. This disclosure shall include a description of actions that Manager
has taken and proposes to take to avoid, mitigate, or neutralize the action or potential Conflict of Interest.
Manager will continue performance of work under this Agreement until notified by KRS of any contrary
action to be taken. '

37. Sovereign Immunity. Manager acknowledges that KRS reserves all immunities, defenscs,
rights or actions arising out of its sovereign status or under the Eleventh Amendment to the United States
Constitution, and no waiver of any such immunities, defenses, rights or actions shall be implied or
otherwise decmed to exist by reason of its entry into this Agreement, by an express or implied provision
thereof or by any actions or omissions to act by KRS or any of its employees, representatives or agents,
whether taken pursuant to this Agreement prior to the execution thereof.

38 Purchasing by the Commonwealth of Kentucky. The Manager hercby certifies that it
will not attempt in any manner to influence any specifications to be restriclive in any way or respect nor
will he attempt in any way to influence any purchasing of services, commoditics or equipment by the
Commonwealth of Kentucky.
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39,  Severability. In case one or more of the provisions contained in this Agreement shall be
found to be invalid, illegal or unenforceable in any respect, the validity, legality and enforceability of the
temaining provisions contained herein shall not in any way be affected or impaired thereby, to the fullest
extent permitted by law. :

40.  Miscellaneous. Both parties reserve the right to refuse to renew this Agreement in their
sole discretion and for any reason. All section headings in this Agreement are for convenience of reference
only, do not form part of this Agreement, and will not affect in any way the meaning or interpretation of
this Agreement. ‘

No term or provision of this Agreement may be waived except in writing signed by the party
against whom such waiver is sought to be enforced. A parly’s failure to insist at any time on strict
compliance with this Agreement or with any of the terms of the Agreement or any continued course of
such conduct on its part will not constitute or be considered a waiver by such party of any of its rights or
privileges. Manager is an independent contractor, and nothing in this Agreement may be interpreted or
construed to create any employment, partnership, joint venture or other relationship between Manager and
KRS. This Agreement contains the entire understanding between KRS and Manager concerning the
subject matter of this Agreement, and supersedes all prior agreements, arrangements and understandings,
written or oral, between the parties.

KRS understands that Manager serves as investment manager for other clients and will continue to
do so. KRS also understands that Manager, its personnel and affiliates ("Affiliated Persons") may give advice
or take action in performing their duties to other clients, or for their own accounts, that differ from advice
given to or action taken for KRS, Manager is not obligated to buy, sell or recommend for KRS any security
ot othet investment that Manager or its Affiliated Persons may buy, sell or recommend for any other client or
for their own accounts. This Agreement does not limit or restrict in any way Manager or any of its Affiliated
Persons from buying, selling or trading in any securities for their own accounts; provided, however, that
neither Manager nor any of its Affiliated Persons will act as principal or receive any compensation in
connection with the putchase or sale of any securities by the Account, other than the investment management
fee described in Section 6 above. :

Manager does not guarantee the future performance of the Account or amy specific level of
- performance, the success of any investment decision or strategy that Manager may use, or the success of
Manager's overall management of the Account, KRS understands that investment decisions made for the

Account by Manager are subject to various market, cutrency, economic and business risks, and that those |
investment decisions will not always be profitable. Manager will manage only the securilies, cash and other

investments held in the Account and in making investment decisions for the Account, Manager will not

consider any other securities, cash or other investments owned by KRS. Lixcept as may otherwise be provided

by law, Manager will not be liable (o KRS for (i) any loss that KRS may suffer by reason of any investment

decision made or other action taken or omitted in'good faith by Manager with that degree of care, skill,

prudence, and diligence under the circumstances that a prudent person acting in a like capacity would use; or

(ii).any loss atising from Manage:'s adherence to KRS’s instructions. The federal securities laws impose

liabilitics under certain circumstances on persons who act in good faith, and therefore nothing in this

Agreement shall waive or limit any rights which KRS may have under those laws. :

41.  Voting of Proxies. 'The Manager shall exercise voling rights with respect to securities
under its management, Manager is authorized and directed to vote all proxies and affect any corporate
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actions (except with respect to class action and related litigation, as provided above) in accordance with
Managet’s Proxy Voting Policy, a copy of which, if Manager has a Proxy Voting Policy, has been
provided to KRS. If Manager does not have a written Proxy Voting Policy, the Manager is authorized and
directed to vote all proxies and affect any corporate actions in accordance with KRS's Investment Proxy
Voting Policy attached hereto as Attachment VII. The Manager shall maintain detailed records of its
performance of this duty and shall provide those records to KRS quarterly. Manager will not advise KRS
or act for KRS in any legal proceedings, including bankruptcies and class action litigation, involving securities
held or previously held by the Account or the issuers of these securities.

IN WITNESSWHEREOF, the parties have caused this Agreement to be executed as of the date first
above written.

Kentucky Retiremept Systems Manager
By N e By:___

L Ly ,
Name: }f:; f/é/’s/ T Name: ,

<

Title: ﬁ/ﬁw o ?L n;f Title: 7~ g e yaf
Kentucky Retirement Systems Pzena Investment Management, LLC

1260 Louisville Road 320 Park Avenue, 8" Floor
Frankfort, Kentucky 40601 New York, NY 10022

On behalf of Kentucky Retirement Systems ‘ On behalf of Manager
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This Statement of Investment Policy Is issued by the Board of Tiustees of the Kentucky
Retirement Systams (Systems) In connection with Investing the pension and Insurance funds
of the Kentucky Employees Retirement Systers, the County Employees Retirement Systems
and the State Police Retirement System. This document supersedes all prior documents
entitled Statement of Investment Policy.

The relirement plans administered by the Kentucky Retirement Systems are a "Qualified
Pension Plan” under Sectioh 401 of the Internal Revehue Code, Additionally, KRS 61.701 -
establishes health insurance benefits to reclplents of the Kentucky Employees Retirement
Systems, County Employees Retirement Systems.and State Police Retirement System. KRS
61,702 provides that all amounts necessary to provide for insurance benefits shall be pald to
the Insurance fund, The Board shall administer the fund in the same manner as the retirement

funds.

The Board of Trustees authorizes and directs the appointment of an Investment. Cominittee
with full power to act for the board In the acquisition, sale and management of the securltieos
and funds of the Systéms In accordance with the provisions of the Statutes and Investment
Polisy of the Board. ‘The Board shall review the actions of the Investment Committee at each

quartetly Board meeting.

The Investment Committee conslsts of nine members of the Board of Trustees, The 6 members
appolnted by the Governor, and 3 members of the committee belng appointed by the
chaltperson of the Bodrd of Trustees, In accordance with statuts, six (6) positions are filled by
the Trustees that were appolnted to the board as-persons with specific experience {Section
61.845,1.6,2). The commiftee acts on behalf of the board on irvestiment related matters,

The Investment Commlttaé has the following oversight responsibilities:

A. Assure bcimpliance with thls policy and all applicable laws and regulations,

B, Approve the selection and tepmination of service providers. If a situation
warrants a tetminatlon of an investment manager priot to the next avallable
investment committes, the Chief Investment Officer can terminate an
investment manager relatioriship with a detalled réview of the sltuation to oceur
at the next investment committes. : .
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C. Mest no less than quarterly to evaluate whether this polley, the investment
activities arid management controls and processes continue to be consistent
with meeting the Systems’ goals, Mandate actlons necessary to maintaln the
overall effectiveness of the pragram.

D. Review -assessment of Investment program management processes and
procedures, and this policy relative to meeting stated goals. ‘

The Chlef Investment Officer Is responsible for administration of Investmerit assets of the
Systems oconsistent with the policies, guidelines and limits established by the law, this
Statement of Investment Polley and the Investment Commiitee. ‘ -

"The Chief Investment Officer receives dlrection from and reports to the KRS Investment
Gommittee on all Investment matters, including but not limited to the following: ‘

A Méihtalnlng the diversification and risk exposure of the funds consistent with
policles and guidelines, . ' ‘ :

B. Assess and report on the performance and risk exposuré of the overall
investment program relative to goals, objectives, policies and guidelines.

C. Monltoring ahd assessing service providers, Including not less than annual
onsite vislts, to assure that they meet expectations and conform to policies and

guldelines, , :

" D. Recommend changes to service providers, statutes, policles or guidelines as
neaded to maintain a productive relatlonship between the Investment program
and its goals: act as liaison on all investment related matters.

E. Gommunicating with the mass medla and other agencies, entities or institutions
tegarding investment related Issues, . ‘ :

F. Identify lssues for conglderation by the Investment Committee and prepars
recommandations regarding such matters,

G, Preparing for each proposed investiment a memo to the Investment committee
covering the pertinent detalls Including but not fimitad to: Amount of the
investment, type of investment, purpose, opportunity/goal, risks, volatility
assumptions, liquidity, structure, fees, background of Investment firm with
reasons for selection, list of other firms consldered, which plans will Invest, and
the reasons why speoific plans may be excluded.

The.Chlef Investment Officer or deslghee Is atthorlzed to execute trades on fixed Ihcome and
equity securitles (including ETF's) and to exeoute proxies for the Board conhsistent with this

Poliay.

To carry out this Policy ahd investment related decislons of the Board, the Chief Investment




Officer or designee Is authorlzed to execute ‘agreements. and other hecessary of proper
documents pertaining to investment managers, consultants, investment related transactions ot

other Ihvestment functions,

A. Investment Managers
In Instances where the [nvestment Committee has determined It is desirable to employ the
services of an external Investment Manager, the followlng shall be applicable:

1. Ihvestment Managers shall be qualified and agree to serve as a flduclary to the
Systems and shall generally have been In the business of investment
management for large United States Institutional investors for at least three to

- flve years.. ' ‘ '

5. Investment Managers shall manage assels in accordance witti this Palicy and
any additlonal guidelines established by contract, as may be modifled in writing
from time to time, . '

3, Total assets assigned to the selected manager shall .not exceed 26% of that
firm's total assets under management and shall not exceed 26% of a firm'’s total
assete undetr management In a commingled product, Separate accounts or
funds of one are not included in this 28% limitation for commingled products.

4. The assets managed by any ohe active or passive Investment manager shall
not exceed 15% of the assets In the pension and insurance funds. -

5. All investrient management services will be contracted according to the KRS
Investment Proctremént Policy established by the Board of Trustees.

B. Custody Bank

The Board shall hire custodlans and other agents who will be fiduclarles to the Systems and
who will assume responsibility for the safekeeping and accounting of all assets held on
behalf of the Systetns and other duties &s agreed to by contract.

G. Investment Consultants . ‘ \
Qualified Independent investment consultants may he retained by the Systemns for asset

allocation studies, asset allocation recommendations, performance raviews, managet,

searches and other investment related cohsulting functions and duties as set forth by
confract; '

D. Selection .

Qualifled investment managers, custody barks, investment consultants and other service
providers ‘shall be selacted by the Investment Cominittes in accordance with the KRS
Investmeht Procuretment Policy, The solection shall be based upen the demonstrated abllity
of the professlonal(s) to provide the required expettise or assistance described In the
RFP/RFI (it utllized). In order to create an officlent and effective process, the Investriient
Commiltes or Chief Investment Officer may, In their sole discretion, utllize RFI, RFP, third
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 party proprietaw software or database,‘ réview of existing service proVider capabhilities or
any comblination of these ot other methods to select a service provider.

The Trustees of the Kentucky Retirement Systems recognize their flduclary duty not only to
invest the Systerns' funds in formal compllance with the Prudent Person Rule but also to
manage those funds I continued recoghition of the basic long term hature of those systems.
The Trustees Interpret this:to mean, In addition to the specific guldelines and restrictions set
forth in this document, that the assets of the systems shall be proactively managed - that ls, |
ihvestment dedlslons regarding the particular asset classes, strategies, and securities to be
purchased or sold shall be the result of the consclous exefclse of discretion.

The Trustees recognize that, commensurate with thelr averall objective of maximizing long-
range return while maintalning a high standard of portfollo quality and consistency of return, it
is necessary that proper diversification of assets be maintained both across and within the
classes of securities held to minimize/mitigate overall portfolio rlsk. Conslstent with carrying
out thelr Fiduciary Responsibilities and the concept of Modern Portfolfo Theoty, the Trustees
will not systematically exclide any Investments In companles, industries, countries, of
geogtaphic areas unless required to do so by statute, Within this context of proactive
management and the necesslty for adhetence to proper diversification, the Trustees rely upon
- appropHiate professlonal advice from multiple service providers, ‘
~ The Trustees and other fiduclaries shall discharge their dutles with respect to the Systems: (1)

solely in the Intérest of the partlcipants and beneficiaries; (2) for the exclusive purpose of
providing benefits to participants and beneflolaries; (3) with the care, skill and caution under
the circumstances then prevalling which a prudent person acting In a like capacity and famillar
with those matters would use in the conduct of-an activity of like character and purpose; (4)
impartially; (5) Incurring and paying appropriate and reasonable expenses of administration
which may not necessarily be the lowest and (6) In accordance with a good faith Interpretation
of the laws, regulations and other Instruments governing the Systems.

Additionally, the Truétees and other fiduclarles shall not engage In any transaction which results
in a substantial diversion of the Systems Income or assets without adequate security and

reasonable rate of return to a disqualified person or in-any other prohibited transaction
described In htermal Reveriue Code Section 603(b).

The Board of Trustees realizes that prudent Investment management is a duty. In fulfillment
of this duty, the Board of Trustess recognlizes that while long-term ohjectives are Important; it

s also necessary that short-term benchimarks be used to assess the periodic performance of
the Investmerit program. ' '

Accordingly, the Board of Trustees has established the followlng ihvestment objectives:”




: . Long-Term: Defined as a period of time exceeding twenty years. -

In the long-term, the total assets of the Systems should achieve a return which exceeds the
actuarially required rate of return of each plan, In addltlon to exceeding the actuarially required
rate of return, the total fund return should exceed the retutn achieved by Its blended

performance henchmark.
. Short-Tem: Defined as any perlod shorter than the defined Long-Term perlod.
The returns of the particular asset classes of the System, measured on a rolling basls, should

seek to excsed the returns achieved by comparable passive market Indices as described In the
appropriate Addendum of this statement. L ,

"~ Definition;

A detlvative Is broadly defined as a financlal Instrument whose value, usefulness, and
marketability Is derived from or linked to the value of an underlying seourlty.

Definitions and examples in the Investment universe include:

Forward Gontracts - a forward contract is a non-standardized, Over4he-Counter (OTC)
contract between two partles, governed by ISDA agresrrients, to buy or sell an asset at a
specfled future time at a price agreed to today, This is In contrast to a spot-contract, which
[s an agreement to buy or sell an asset at a set price today. It costs nothing to ehter a
forward contract, The-party agreeing to buy the underlying asset In the future asstimes a
long posltion, and the party agreeing to sell the asset I the future assumes a short position.
The prlce agreed upon is called the delivery price, which is equal to the forward price at the
time the contract Is entered into. An example of a forward contract Is a currency forward

~contract. Curfency forward contracts are commonly used to hedge forsign currency risk,
which is an inherent risk of Investing In international assets. '

Futures Gontracts - a futures contract Is a standardized, exchange traded contract
between two partles to buy of sell a speolfied asset of standardized quantity and quality at
a specified future date at a price agreet to today (the futures price). Futures contracts are
not "direct” securities like stocks, bonds, rights or warrants, The party agreelng to buy the
underlying asset In the future assumes a long position and the party agreeing to sell the
assot i the future assumes a short position. Futures may be settled In cash or physically
settled depending on the characteristics of the underlying asset and the specdifications of
the contract, If futures are physically seltled the buyer must make arrangements for taking
physical dellvery. An example of a fulures contract Is the S&P 600 Futures conlraot which
is traded at the Chicago Mercantile Exchange. The S&P 500 futures contract Is commonly
used for equitization of cash held In the syuity portfollo of a fund so as to keep-un-invested

cash levels at a minimum, Futures contracts have many othet uses for portfolio managers
and are considered a valuable tool for adding flexibility and cost effectiveness to the

management of a porifolio,
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Options - Options are derlvative financial Ihstruments that may be standardized, exchange
traded, or OTC contracts that specify a cantract hetween two parties for a future transaction
on an asset at a reference price. The buyer of the option gains the right, hut not the
obligation, to engage In that transaction, while the seller incurs the corresponding obligation
to fulfill the transaction. The price of an option is derived from the difference between the
reference price and the value of the underlylng asset (commonly a stock, & bond, a currency
or a futures contract) plus a premlum hased on the time to maturity, expected volatility, and

the interest rate environment: Other types of optlons exlst, and options can In ptinciple be
areated for any type of valuable asset,

An aoptiot which conveys the right to buy an asset Is called a call; an option Which conveys
the right to sell an asset is called a put, The reference price at which the underlying asset
may be traded Is called the strike price or exerclse price. The process of actlvating.an option
and thereby trading the underlying assot Is referred to as exercising It While there are
several styles of option contracts the two most common are-Amerlcan-style contracts and
European-style contracts. American-style options contracts may be exercised at or before
explration while European-style optlons may only be exercised at expiration. Most options
have an expiration date while others have strike reset points, If the option is not exercised -
by the explration date, it beconies void and worthless, - :

" In return for assuming the obligation, catled wiiting the option, the originator of the option
collects a payment, a premium, from the buyer., The writer of an option must make godd on
delivering (or receiving) the underlying asset or its cash equivalent, Ifthe optlon s exercised.

An example of an option contract is én S&P 800 put contract. These contracts may be used
- by a portfollo manager to purchase downside portfolio protection or may be combined with
other optlons coritracts to temper volatility in the portfolio, thus reducing risk. - B

Swaps and Swaptions — Swaps are detlvatlve financial Instruments In - which.
counterparties exchange certain benefits of one party's financial Instrument for those of the
other party's financial instrument. (Swaptions are simply optiotis on swaps) Most swaps are
non-standardized, OTC contracts between two parlles and are ‘governed by ISDA
agreenients, Some types of swaps are also exchanged on public markets such as the
Ghicago Mercantile Exchange, the Chicago Board Options Exchange, Intercontinental
Exchange and Frankfurt-based Eurex AG. The beneflts of a swap depend on the type of
financial nstruments involved. At the initiation of a swap contract, two counterparties agree
to. exchange one stream of cash flows against another stream. These streams are called
the legs of the swap, The swap agresment defines the dates when the cash flows are to be
paid and the way they are calculated. Usually at the time when the contract is initlated, at
least one of these serles of cash flows is determined by a referenhce point such as an Interest
rate, foreign exchange rate, equity price or commodity price. The cash flows are caloulated
on a notional princlpal ainount, which is usually not exchanged belween counterparties,
Value transfers can be made with cash o collateral depending on contract terms.

An example of a swap contract is an, interest ratefsWap. An interest rate swap [s an
~agreement to exchange a serles of ocash flows on perlodic settlement dates over a cartain




time petiod. The duration propertles of interest rate swaps are the primary reason for thelr
popularity as an effective portfolio management tool for fixed income managers, If a fixed
income manager agrees to pay a floating rate and receive a fixed rate in a swap, s/he will

be increasing duration in her/his portfolio,

Warrants - a warrant Is a type of derivative security that entitles the holder to buy or sell
the underlying stock of the lssting company at a fixed exerclse price urtll the explry date,
Warrahts may be either exchange traded or OTC In nature. OTC Warrants are typically long

term in nature.

Warrants are frequeﬁtly altached to bonds (to reduce Interest rates for the issler) or
preferred stook (to reduce dividend payments) as a sweetener, Warrants can also be used

in private equity deals. Frequently, these warrants are detachable, and can be sold
independently of the bond or stock. (Typleally traded OTC) .

This list Is not intendled fo be an all-encompassing fist of derlvative contracts available for
use In the portfolios, but rather, to display a sample of the most common types of contracts
and describe the spirit of thelr Intended use in the portfollos. :

Derivatives Permitted Use;

KRS perinits external managers and (nvestment Divislon (Staff) to Invest in derivative
seouritles, or strategles which make use of derivative investments, or exposure, cost
efficlency and risk management putpose 1 ihvegtivients do ot dalise theiportiolio:to
bellavaraged beyond.a100% invested positioni Ahy derivative seourity shall be sufficlently
liquid that It can be expected to be sold at, or near, Its most recently quoted market price.
Typloal uses of derivatives In the portfolio are broadly defined below:

Exposure;

Derivatlves are an effective way for a portfolio manager to galn exposure to a sectrity that

the mahager does not want to purchase In the cash market. Reasons for galning exposure
to a securlly through the use of derivatives may Inolude cheaper transactions costs,
liquidity/lack of supply in the underlying market, and the flexibility to Implement Investment
views with minimum portfollo distuption. An example s a cash equitization program.

Cost Efficiency:

Darivatives are often used due to the cost efficlency assoclated with the contract properties.
Given the fact that derlvatives can be used as a form of insurance, upfront trading costs
must be.sufficlently fow for investors to purchase the contract and insure thelr portfollos

efflclently, Furthermore, due fo propetties assoclated with derlvatives and cash outlay -

charactetistics (minimal cash outlay at inception of the contract) derivatives are generally a
vehicle of gaining cost efficient exposure. An example is the cost (zero) to purchase a

“futures contract.

Risk Management:
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Derivatives can be used for mitigating risk in the potifolio, When used as a risk management
tool, derivatives can signlficantly reduce an identifled financial risk or involuntary tisk from
investment areas by providing changes in fair values or cash flows that substantlally offset
the changes In fair values or cash flows of the associated item being hedged. An example
is the use of currency forwatds to offset perlods of dollar strength when Internatlonal equity
markets Increase in value, thereby protecting forelgn asset gains In the porifolio.

Del‘iVatiVes Restricted Uge:

Settlement:

Investments in fulures contracts are fo be cash setfled Unless physically settled and stored
hy external managers. At no time shall KRS agres to take physical delivery on a futures

contract,

Posltion Limits:

Futures and options position-s entered into by KRS, or'on its behalf, will comply with all
position and agdregate limits established by the local governing authorities within each
jurisdiction,

Over-the-Counter (OTC): . , :

hvestiments in secutities nhot traded on public exchanges that are deemed Over-the-
Counter (OTC) In nature are allowed ptovided that a counterparty risk monitoring
component is delineated in the manager's guideline section of the managet's contract, Al
couhterparties must have a short-term oredit rating of at least BBB (Standard and Poor's or

Fitch) or BaaZ2 (Moqdy's).

All OTC derivative transactions, Including those managed through Agency Agreements,
must be subject to established International Swaps and Derivatives Assodlatlon, Inc. (ISDA)
Master Agreemehts and have full documentation of all legal obligations of KRS under the
transactions. All ISDA Master Agresments entered Into by or on behalf of KRS by the.
Investment Divislon (Staff) and external manager pursuant to an Agency Agreement shall
provide that Netting applles, (Netting allows the parties to an ISDA Master Agreement to
aggregate the amounts owad by each of them under all of the transactions outstanding
undet that ISDA Master Agreement and replace theim with a single net amount payable by
one patty to the other) The Investment Division (Staff) and external managers may also
use collateral arrangements to mitigate counterparty credit or performance risk. If an
external manager utllizes a collateral arrangement to mitigate cotinterparty credit ot
performanceé tisk the arrangement shall be delineated in the managel’s guldeline section of

the manager's contract,

" Derivatives Applications Not Permitted:
" Speculation: |
Except for investments I alternative, absolute return Investments, and real return

Investments, derlvatives may not he used for any actlvity for which the primary purpose is
speculatlon or to profit while materially Increasing risk to KRS. Derlvatives are ohsidered
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speculative If thelr uses have no matetial relation to objectives and strategies specified by
KRS |PS or applicable to the portfolio. Derlvatives may not be used for clroumventing any
limitations or restrictions Imposed by the KRS [PS or applicable regulatory requirements.

Leverage:

Leverage Is inherent in derivative contracts since only a small cash deposlt is requlred to
establish a much larger economic impact position. Thus, relative to the cash markets, where
in most cases the cash outlay is equal to the asset acquired, derlvative investments offer
the possibillty of establishing substantiafly larger market risk exposures with the saime
amount of cash as a traditional cash market portfollo. Therefore, risk manageiment and
control processes must focus on the total tisk, l.e. the net notional value, assumed in &

derlvative Investment. .

The above s not intended to limit KRS from bo)‘rowlng to cover short-term cash flow heeds nor
prohibit KRS from loaning securlties In accordance with a securities lending agreement,

i establishing asset allocation guidelines the Board racognizes that each system has its.own
- capaclty to tolerate investment volatility, or tisk, ‘Therefors, each systen has been studied and
assat allocation guidelines have been established oh a systern by system basls. The Board
~ wlll cause the asset allocation guidelines of each system to be reviewed annually, The Board

will provide the Investrent Committee with the results of any asset liability study and guidanoce
for determining the needs of the systems, :

The Intent of the Board of Trustees In allocatlig funds to the investrment managers Is for the
investment managers to fully invest the funds, Howevet, the Board of Trustees Is aware that
from time to time the Investment imanager will require a portion of the allocated funds to be held
in cash provided the cash holdings do not exceed Flve petcent (6%) of the manager's-allocation
for any glven quarter, unless stich cash holdings are an Integral pat of a fixed Income

manager’s investment stratedy.

The Individual plan level asset allocations of the each Penslon and Insurance Fund constituent
will be teviewed monthly by staff relative to its target assel class allocatlon, taking into account
any tactical policy shift directed by the Investment Committee, Staff shall reallocate the assets
when the: actual asset class allocation deviates from the policy plus any tactical -shift by a
minimum of 1%, and a maximuni of 15% of the allocation target (If target allocation is 20% then

aotion requived when /- 3%).

Regarding Individual Investment manager inltial allocations, staff will get approval at the
Investment Committee moeting for a speclfic doliar amount Intended to be committed to.a
closed-end fund such as private equity or real estate funds and will get approval for a percent
of plan assets for open-end investments such as public equity, public fixed Income, and
absolute return managers, For those open-end funds Where assets can be added or
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subtracted, the Chief Investment Officer will have full discretion to reduce an Investment
manager's allocation or flre a manager; and will have limlted discretlon to add to an investment
managet’s allocation. Limited discretlon is defined as doubling the size of any Investment
‘Gormittee approved Investment where the of that investment that is less than or equal to 1%
of total assets, or adding an additional 1% of capltal to any Investment committes approved
amount that Is greater than 1% of total assets. In neither case will this ocour prior to the one-
year anniversary of the amount approved by the Investment Committee, and must be reported
to the Investment Committee at the next scheduled meeting

In keeping with Its responsibility as Trustee and wherever consistent with its fiduclary
responsibility, the Board encourages the investment of the fund's assets in investmerits, funds,
and seauritles of corporations which provide a positive contribution to the economy of the
Commonwealth of Kentucky, However, where any securlty is not a prohlblted investment undet
the governing laws and policles, disoretion will be granted to the appointed investment
managers- in the selection of such securities and timing of transactions consistent with the

following guidelines and restrictions,

A. Domestic Equity Investments

"~ Investment may be made In common stock, securities convertible into common stock,

preferred stock of publioly traded companles on stook markels, asset class relevant
ETF's or any other type of security contained In a manager's benchmark, Each
Individual domestic equity account shall have a comprehensive set’ of investment
guldelines preparad; which contains a listing of permissible investments, portfolio

restrictions and standards of performarice for the account,

The Inteinally managed eduity index funds are intended, consistent with the govetrning
. plan doouments, to gain exposure {0 a broad asset sector to replicate the charactetistics
of the asset class, to minimize administrative expenses and to help achieve overall
portfolio objectives. These objectives can be achleved through several management
techniques, including but not limited to, portfallo optimization, noh-teinvestment of Index
dividends and other management technicques intended to help achleve the objectives of

the entire pension fund,

B. International Equity Investments
Investments may be made in common stock, secuiities convertible Iito common stock,
preferred stock of publicly traded companies on stook matkels, asset class relevant
ETF's or any other type of security contained In a manager's henchmark. Each
Individual International equity account shall have a comprehensive set of investment
guldelines which shall contaln a listing of permissible investments, portfolio restrictions
and standards of performance for the account. ‘

G, Fixed Income Investments




11

Fixed Income investments will be similar in type to those securlties found In the KRS
fixed income benchmarks and the characteristics of the KRS fixed Income portfolio will
be similar to the KRS fixed income benchmarks, The fixad Income accounts may
Inalude, but are not limited to the followlng fixed Income securities: U.S. Governiment
~ and Agency bonds, Investment grade U.S. corporate credit, investiment grade non-U.S;
corporate credit, non-investiment grade U.S, vorporate credit Including both bonds and
bank loans, non-investment grade non U.S. corporate credit including bonds and bank
loans, murilclpal bonds, non-U.S. sovereigh debt, mortgages including residential
mortgage backed securltles, commercial mortgage backed securitles, and whole loars,
asset-backed securities, and emerging market debt Including both sovereign EMD and
corporate EMD and asset class relevant ETF's.

Each individual fixed income account shall. have a comprehensive set of Investment
guldelines which contains @ listing of permissible investments, portfolio restrictions, risk
parameters, and standards of performance for the account,

. ,Prii{ate Equlty Investments

Subject to specific approval of the Investment Committee of the Board of Trustees,
Investments may be made for the purpose of creating a diversified portfolio of alternative
investments, Private equity fnvestments are expected to achleve altractlve risk-adjusted
returns and, by definition, possess a higher degree of risk with a higher retum potentlal
than traditional Investments. Accordingly, tolal rates of retum from private equity
investments are expeocted to he greater than those that might be obtained from
~ sonventiohal public equity or debt investmients. ‘They have low correlation to other -
Ihvestment classes and therefore can contribute to reducing the risk and enhancing the
returns of a total portfolio, as well as providing portfollo diversification. Examples of such
investments Include, hut are not limited to, venture capltal partnerships, private equity,
leveraged buyouts and funds, private debt, timberland, oil-and gas partnerships,
commodities and private placements, While it Is expected that the majorily of these
assets will be Invested within the United States, a portion has been allocated to Hon-US
investments. These non-U.S, investiments are not restricted by geography.

Guidelines for Private Equity

The private equity market Is highly sophisticated and specialized with respect to variety
and typés of Investinent sfructures. There exist major competition for deal flow an the
part of both Investor and general partners. To a great extent, market forces drive the
bargainihg of economic terms. Most Investment vehlcles are structured as commingled
vehicles and often blind pool investrent partherships. The Imost comimon offering forms
afe equity private placements whére the governing laws of the partnetship impose a
passive role of the limited partner Investor. These tontractual arrangements are long-
tarm In nature and provide the general partnar or sponsors a reasonable time horizon
to wisely Invest capltal, add value through intensive operational management, then
realizé the proceeds of such an investment. Moreover, terims of the parthership are
proposed by the general partner are oritical to the economic Iricentives and ultimate het

~ performatice of the partnership.




Over the long term, KRS will use a specified Index plus rlsk premium approach,

Investment Strategy and Plan Guidelines

To strengthen the diversification of the investments, several guidellnes will be utllized In
Staff's forulation and recommended annual investment strategy and plan, These
guideline’s encompass annual commitment levels to the asset class, types of investment
vehicles that can be utilized, controlling financing stage risks, industry, manager and
geography concentration/diversification limits, acceptable cohtact negotiations,
appropriate slzes for investments, and the preferred alignment of interests.

Investment Vehicles: KRS will gain exposure to private equity investments by hiring
oxternal Investment managers eithier directly or through participation In secondary
_private equity markets. Typically, the Fund will subsaribe as a Limited Partner to limited
partnership vehicles sponsored by such specialty external investment managers. KRS
may also gain exposure by utilizing the following vehlcles: limited ligbllity companles and
co-investments alongside the Fund's existing or potential.limited partnerships.

Investment Timing Risks: Staff should limit the potential for any one investment to
negatively Impact the long-term results of the portfollo by Investing across business
cycles, Moreover, the portfolio must gain exposure to the array of financing stages by
opportunistically exploiting the best Investments at different stages of the business
cycle. Staff may also consider purchasing secondary partnership Interests to shorten
the effective life of the partnership Interast and therefore positively impacting the current
and Jong teim net return of the portfolio, In additiori, mindful -of vintage  year
diversification, KRS should -seek to Identify altractive commitments annually, further
ensuring the portfolio invests across business oycles, . '

General Pattner Diversification: Staff will seek to work with a variety of general partners
due to their speclalized expertise In partloular segments of the private equity market and
soutce of their deal flow. No more than fifteen (15) percent of the KRS Penslon or
Ihsurance total allocation to private equity Investments may be committed to any one
partnership, without the approval of the Board. .

 Geographlcal Diversification: To ensure geographical diversification, the target range
for total commiiments outside of the Unlted States will be 16-45% through ‘
commitments to funds located and or investing both in and outslde of the United

States,

Inclustiy/Sector Concentration: As fallout of diversified commitments outlined above, It -
is expected that the portfolio will be genierally diversified by sector/industry. KRS will
maiitain diversifioation by ensuring: :




No more than 35% of total net assets of the private equity portfolio may be
Invested in a single sector of the domestic ecotiomy.

No more than 20 % of total net assets of the private equity portfolio may b
invested in a single industry within a particular sector.

No more than 10% of total net'asseté of the private equity portfolio may be
invested in any single equity or debt related assets,

Subcategory Strategy

The private equity portfolio includes strategic suboategory classlfications Including
venture capital, buyouts and debt-related. The target percentages set forth helow for
each category are based on invested capltal. For specific plan allocations to Private
Equity, Please refer to Appendix A for the Pension funds and Appendix B.for the

Ihsurance funds.

The sub-asset target allocations to Venture Capital, Buyouts, and Debt-related for
specific plan allocations refer to Appendix A for the Pension funds and Appendix B for
the Insurance fund are based on market value and will have a range of /- 10%:

_E, Real Estate Investments

Subject to specifio approval of the Investment Committee of the Board of Trustees,
Investments may be made In squity and debt real estate for the purpose of achieving
the highest total rate of return possible conslstent with a prudent level of risk. Allowable

real ostate investments include open-end and closed-end commingled real estate funds, .

Joint venture Investments, public and private REITs (real estate investment trusts), public
“teal estate operating companles, and real estate related debt. '

Private real estate Investments are unlque and can be Miquid and long term in nature.
Glven that this may lead to large short term performance discrepancies versus public
benchmarks, KRS more approptiately measures its real estate hvestments based on
hoth relative return and absolute return methodologles: )

Relative Return: The real estate portfolio is expecled to generats returns, net of all

foes and expenses, in excess of the National Council of Real Estate [hvestiment
Fiduclaries Open End Diversifled Gore Equity Index ("NCREIF ODCE") lagged 1
calendar quarter.. ‘
Absolute Return: The long term real return objective (returns adjusted for
inflation) for the KRS real estate portfolio Is five percent (5%) over the Barolays
Capltal U.S. 7-10 Year Treasury Bond /ndex, net of Investment management

_ fees. This return shall be caloulated on a time-welghted basis using industry
standard teporting tnethodologies. :
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KRS has determined that the primary role of the real estate asset class is to prqvlde for

the following:

« Altractive risk adjusted returns through active management and ability to
access managers with the expertise and capabliities to explolt market
inefficlancies In the asset class. The illiquid nature of real estate Investments
combined with the comiplexity of Investments makes It difficult for casual
nvestors to effectively access the asset class effectively. It is our belief that
through active management and by investing in top tler managers with Interests
aligned through co-nvestment and Incentive based compensation, KRS can
maximize Its risk adjusted returns. This actlve management approach will be

pursued,

« Dlversification benefits through low cotrelations with other asset classes,
primarily the U.S. equity markets, -

+ Provide a hedge against unanticipated Inflation, which real estate has
historically provided due to lease structures and the Increases In material and
labor costs during inflationary periods,

+ Pomit KRS fo Invest in unique opportunities that arlse due to dislocatlons In
markets that oceur from time to time. ’

Allocatlon to Real Estate Asset Class

KRS divides the real estate Investment universe into core, value-add, opportunistic and
public securities sectors, with desariptive altiibutes of each listed below. It should be
noted that targsted retuins for each sector denoted In the descriptions below are based
on industry guidelines and may vary based on different points lin market cycles and
changes In general Inflation levels.

A. Core Propetties

¢ Opertating, substantially loased office, retail, Industrial or apa'rtment properties.
Several alterative property types may be Included In Core.such as self-
storage, medloal offlce, ground leases, senior housing and triple net leased

properties to the extent they exhibit similar sl and returmn atbributes to the

traditional Core propetty types,
«  Gonerally have institutional qualities for size, physical attributes and location.

« Target total retums of 3-6% per year (net of fees and prornoted fnterest) above
the Barolays Capltal U.S. 7-10 Year Treasury Bond Index ,-with a high
proportion of the iotal veturn to be generated from current Ihcome and a small
proportion of the total return generated from appreciation.



B,

18

|everage for core properties s moderate with an upper limit of 50% loan to
value. : ‘ ‘

Value Added Properties

Office, retall, industrial or apartment propertles that have. moderate risk

.assoclated with thelr investment. Several alternative propeity types may be

included In Value-Added such as self-storage, medical office, senior housing
and triple net leased properties to the extent they exhibit similar rlsk and return
attributes for Vélue»Added investments.

Value-Added investments are targeted to capitalize on defeéfs with specific

properties that can be identiflable and correctable through leasing, re-
development, management and/or recapitalization.

Target returns for walue added Investments are 5-7% above the Barclays
Capital U.S. 7-10 Year Treasury Bond Index per year (het of fees and promoted
interest), ~

Leverdge for value added Investments is generally limlted to approximately
66% loan to value. . '

Opportunistic Investments

Opportunistic Investments can be comprised of any property sector,
Opportunistic rivestments can Include offlce, retall, industrlal and apartments
with high-risk -attributes. In “addition, hotels, operating companies,
development, fand and distressed properties are all examples of opportunistic

invastments

Leverage for opportunistic investments can be 76% loan to value or higher in
certain cases. ' ‘ '

Opportunistic Investiments will target returns in excess of 7% (net of fees and
promoted Interest) above the Barclays Capltal U.8. 7-10 Year Treasury Bond
Index In-order 1o compensate for the additional risk commensurate with the.
increased risk compared to core property investments.

Publlc Securities

Public Real Estate seourities (“Publlc Securities") do not allow for gontrol over
the assets or management. Examples of public secutities may Include REITs
and CMBS, among others. Investment strategtes using public securities may
be classifled as core, value-add, of opportunistic strategies based on the
characteristics of those specdific Investments and are reviewed on’'a case hy
case basls. Real estate strategles utllizing public secutitles that provide daily
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liquidity to KRS shall be required to be dlassifled as "public Securlties” under
the Investment Policy Statement.

« Public Seouri“ties genérally have higher risk and return characteristics than Core
properties due to higher leverage and operating company Hisks. In addition, the
dally pricing of securities result In additional repotted volatility of returns. -

o Dally pricing and public market trading provide liquidity. However, due to small
- float and limited market capltalization of Public Securities, improved liquidity

may coime at a price.

« The emergence of the international Publlc Securities market has broadened the
universe to include Asla, European, Australian and North Ametlcan property

companies,

« Expected returns are dependehf on investmerit strategy of the public security
which shall be identified at time of Investment and the relurn expectation will

match one the above the categoties

Diversification and Risk Management Guidelines

The polley ranges for the real estate portfolio sectors have bheen set with
reasonably wide ranges in order to allow KRS to capltalize on market Inefficiencles
and attractive opportunities, while also maintaining a certaln level of low risk
stabllity to the portfolio. Since many of the real estate Investments will be private
market Investments In commingled funds, KRS will not have precise control over
the actual real estate exposure, Funding, de-funding and rebalancing the portfolio
may he protracted (lke private equily) due to the -asset classes ifliquid

characteristics, |
A. Sector Diversification

KRS wil seek to limit Investments using the following diversification imits:

. Target _Range
Core: 70%  50%to90%
Value Added: 20% © 10%to 30%
Opportunistic: 10% 0% to 20% )
Public Securitles: 0% 0% to 100%

B. Imestinant Velhlcles
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Due to the size of KRS's portfolio, the preferred investment structure Is
commingled funds. Exceptions may be for public equity accounts which may
be efficiently invested through a separate account of - single property
investments, Single property Investments, outslde of a joint venture with an
approved property manager or co-dnvestment with an approved real estate fund
manager, shall be limited to no more than 8% of the total real estate allocation
and a presentation to the full board prior to investment.

KRS may also cdnslder co-Investment opportunities In cages where discounted
fees and appropriate diversification can be achleved for a particular investment

apporttnity.
C. Diversification

KRS will seek to control risk in its real estate Investment program by'diversifylng
ts investments by Investment manager, property type and location
diversification, , .

D, Investment Manager

KRS will limit the amount committed to any onev investment manager to the
larger of thirty percent (30%) of the total allocation for real estate investments

or 1% of the total funds value at the time of commitment.

E. Property Type Diversification

KRS will seek to limit investments by property type diversification using the
following limits: ‘ ‘ :

Office: 0% to 40% of the total allocation
Refall. 0% to 40% of thé totdl allocation
Apartiment: 0% 1o 40% of the total allocation
Industrlal: " 0% to 40% of the total allocatlon
Other: | 0% to 40% of the total allovation (other Inoludes hotels, self- '

storage, parking, ete.) Geographic Diversiﬂcation

The. KRS real estate portfollo shall seek to Include Investments diversified
actoss varlous locations with different oconamic concentrations. The portfolio
shall be at loast 80% invested In U.S. matkets, ‘

Diversification will be monitored with respect to major reglonal areas; e.d.
Paclfic, Motntaln, Southwest, Southéast, Mideast, Northeast, East Notth

Central; West North Gentral; International monitoring will be carrled out In a
slmilar fashion as that used domestically. . ‘ :




" F. Tolal Leverage

KRS recognizes that leverage is an inherent component of real estate
investments and use of leverage can be an offective means to increase overall
returns from time to time on a risk-adjusted basls. There will be a goal to a fimit
of B5% of the total portfollo placed on the use of leverage, The measurement
wlll be the weighted average of investments with thelr max allowed leverage.

All portfolio leverage will be saoured through the Individual fund investments.
There will be no recourse debt permitted.

G. Vintage Year Risks

KRS will seek to avold any concentrated vintade year risks,

E. Real Return Investments

The purpose of the Real Return portfolio Is to identify strategles that provide both favorable
stand-alone risk-adjusted returns as well as the benefit of hedging inflation for the broader

plans, Real return-strategies are not necessarlly a separate asset class but may lnclude real ‘

assets, such as inffastructure, real astate, commoditles, and natural resources among others,
as well as financlal assets that have a positive corrélation to nflation, This can fnolude “real’
bonds such as TIPs (and other inflation linkers) or “real” stocks such as REITs, MLPs, and oll
& gas stocks. Additionally, real return managers may attempt to add value by tactically
allocating to various asset classes according to how each asset class performs across an
economlo cycle and the managet's perception of where we are in the cycle. The goal Is to
invest In inflation sensitive assets during Inflationary petiods, and avold those assets in
deflationary periods, thus providing a positive real return across the oycle.

The real return opportunity sel may include numerous vehloles to access a wide variety of

investment styles and strategies. These investment vehicles may include mutual funts, ETFs,
separately managed accounts as well as hedge funds (open-end limited partnerships) and
private equity (close-end limlted partnerships). The list of strategles that the KRS Real Return

Portfollo may use Includes, but is not limited to, the following:

o GTAA (Global Tactical Assel Allocation)/ Glohal Macro: GTAA or macro strategles are
those that make directional bets on major markets or asset classes nstead of Individual
seoutlles. GTAA and macro strategles typleally Invest in all major assets classes
including equity markets, credit and debt instruments, surrenclesfinterest rates, and
commodities, These strategies tend to focus on sconomic factors that would suggest an
opportune time to Investin a glven asset olass, and will change their allocations actively
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over time. Within a real return portfoilo, these strategles may use ihflation as the
economic factor to gain exposure to and will target a real rate of return over time.

" Inflation Linked Sectiities are securities that directly tie coupon payments or principal
increases to an inflation index, such as CPI. These strategles could include nat only us
TIPs, but also global sovereign inflation linked botids, corporate or infrastructure inflation -
finked bonds, and possibly short duration floating rate bonds. :

Inflation Sensliive Equlties include publicly traded equity arid equity related securities In
companies Which have a high sensitivity to inflation in thelr profit margins via the nature
of their operaling assets, such as energy companies, baslc materials and miners, natural
resource stocks, and listed infrastructure, This category can also include REITS, MLPs
as well as ETFs and Index products on REITS, MLPs, natural resouree gtocks, ete.

Commodities: Commodities are the raw materials that are physleal Inputs into the
production process. Managers that invest in llqquiid commodity strategles using exchange
traded futures can span from simple indexing (matching a long-only commodities Index),
to erihanced indexing or active long (selecting positions that vary from the index but
“within falrly tight ranges), as well as unconstrained long-short managers,

Private Property: For the purposes of this policy, ptivate propetty refers lo the ownership
of an Idiosynaratic, physical asset that is predominately fixed and/or permanent or at
loast substantially long-lived. This Includes real ostate, such as land and any -
improvements to or on the fand, as well as timberland and farmland. Timbetland
Investing involves the ihstltLitiOnal awnership of forest for the purpose of growing and
harvesting the timber. The timber may be used for fumiture, housing lumber, flooring,
pulp for papet, woodchips, and charcoal, among other things, Farmland investing
entails ownership of land used ptimarily If not exclusively for, agricultural production both
for crops, including row crops and permanent. crops, as well as llvestock, Private
properly cah also Include Infrastructure nvesting, which refers to flhancing the
manufacture or development of the underlylig fundamental assets and baslc systems
that are necessary for an econamy wheteby such assets are largely fixed and long-lived.
These tend to be high vost, capltal intensive Investments that are vital to a society's
prosperity and facllitate the transfer, distribution, or praduction of basic goods and

services,

Natural Resoutces: Natural resources can include investing in the finanolng,
development, extraction, and production of minerals,” baslc materials, petroleum
products, and water as well as renewable resources such as agrlcultural commodities
and solar energy. As opposed to property, the returns geherated In these investment
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strategles come more from the actual production of the resource itself. Further, these

“are depleting andfor consumable assets that are also portable and fungible and which

In the aggregate oompri»se a majority of the Inputs inlo most measurements of inflation.

Private Assets: Private assets can include tangible or Intangible assets that are not
easily sold In the regular course of a business's operations for cash, and which are held
for thair role in contributing directly to the business's abllity to generate profit. As the
useful life of the asset tends to extend across many years and the assets tend to be
capital intensive as well, they have some similarity to private infrastructure. Further,
glven that the assets contribute directly to the production process as well as often
retalning intrinsic value, there is a fundamental link to Inflation somewhat similar to

natural resourees.

Other (Opporlunistic Inflation Hedge): Otherfopportunistic strategles Include those that
have a propensity to provide a positive raal return or positive correlation with inflation
over time. Liquid strategies such'as Inflation swaps, diversified Inflation hedging mutual
funds, or nominal bonds hacked by Inflation sensitive assets may he included In this,
allocation, while other illiquid strategles that may provide the same real profile can
include private equity In Inflation sensitive companies, hard asset-backed private credit,

‘and structured inflation-linked products among others.

The Real Retutn allocation shall seek to achieve the following:

1)

Short-tarm benchmark: For periods less than five years or a full market cycle, the
allocation should achieve an annual rate of return that exceeds the appropriate
benchmark (the welghted average veturn of the underlying Ihvestment benchmarks)
annually over a complete market cycle, net of all investment management fees,

Strategle objective: For peflods greater than flve years or a full market cycle, the
allocation shoulid not only outperform the short-term benchmatrk, but also achleve a

rate of returh that exceeds (GP1 + 300 basis polnts) as well.

" .Portfolio Guidelines

No more thah 50% of the total net assets of the Real Retum portfolio may be invested In any
ohe reglstered investiment vehicle, mutual fund, ot separately managed account,
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No more than 20% of the fotal net assets of the Real Retur portfolio may be invested In any
single closed-end of open-end limited partnership or other unreglstered investment vehlcle.

The relative allocations to the liquid and lliquid portfolibs will be determined according to gach
individual plan’s liquidity needs, furding status, and allocation targets on ah Investment by

investment hasls. -

@. Cash Eq(llvélent Séourlties’

Selection of particular short-term instruments, whether viewed as liquidity reserves or as
investment vehloles, should be determined primarlly by the safely and fiquidity of the
investment ahd oply secondarlly by the avallable yleld, The following short-term Investment

“yehicles afe considered acceptable:  Publicly traded Investment grade corporate bonds,
variable rate demand notes, government and agency bonds, mortgages, munlcipal bonds, and
collective STIFs, money market funds or Instruments (including, but not limited to, certificates
of deposit, bank notes, deposit notes, bankers' acceptances and colimerdial paper) and
repurchase .agreements relating to the above instruments. Instruments may be selected from
among those having an Investment grade rating at the time of purchase by at least onhe
recoghized bond rating service. In cases where the instrument has a split rating, the lower of
the two ratings shall prevail. Al Instriments shall have a maturily at the time of purchase that
does not exceed 397 days: Repurchase agreerments shall be deemed to have a maturity equal
to the period remaining until the date on which the repurchase of the underlying securitles is
scheduled to ocour, Varlable rate securities shall be deemed to have a maturity equal to the
time left untll the next interest rate reset ocours, but in no case will any sectrity have a stated -
final maturity of more than three years. : ' T

The Systemms' fixed income managers that utllize cash equivalent socUrlties as an integral part
of their Investiment strategy are exempt from the permissible investments contained in the
preoedingparagraph; Permissible short-terim investments for fixed income managers shall bée
included in the Mvestment manager's investment guidelines.

H. Absolute Return Strategies

The purpose of the Absolute Return Portfolio is to identify strategles that provide both favorable

stahd-alone tisk-adjusted returns as well as the benefit of diversification for the overall plan,
Absdlute return stralegies, by definition, are hot necessatilly a separate asset class, but
broaden the opportunity set within existing asset classes such as stocks, bonds, currencles
and commodities by going hoti long and short, employing derlvatives and leverage, shortening
and extending investment horizons, and moving across public and private markets, amongst
~ others, By focusing on the idlosynoratic 1lsks of securlty selection and often atlempting to
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minimize systematic market risks through hedging activities, absolute retum managers can
make investment decisions unconstralned by restiictive relative benchimarks such as the S&P
500 ot Barclay's Aggregate Bond Index, and add value to portfollos by achieving favorable risk-
adjusted retums in most market environments while also reducing overall plan volatility.

- The absolute retutn opportunlty set Is generally considered to include hedge funds and other
strategies attemptlng to achleve posilive retums without heavy reliance on the assumption of
tradltional systermatic risk factors, Investment vehicles used to access this opportunity set can
Include limited partnerships, but also mutual funds, ETFs, and separately managed accotints,
amongst others. Absolute return strategles are extremely heterogeneous, as managers have
hoth greater variability wlthin a strategy and the flexibility to avolve across styles and asset
classes, This Is a key benefit of absolute return; however, It also makes strategy classifications
less meaningful and manager selection significantly more important. It also necessitates
relatively broader allowable strategy ranges than in other mote traditional asset classes.

The list of st(rategl'es that the KRS Absolute Return Portfolio may utilize includes, but I8 not
limited to: o ' .

« Equity Strategies: Equity-based hedde funds are those which primarlly purchase listed
stocks, lorng and shart, using no to substantlal leverage. These strategies may differ

across multiple styles such as broad ot sector based mandates, geographically focused

or global, concentrated versus diversified, long blased or market neutral, or short term
trading versus longer term fundamental. Sub-strategles in this category would Iholude
fundamental long/short equity, short blas, tactical trading, and equity market nautral.

« Everit Driven: Evént-driven strategles also Invest In the securitles of corporate issuers,
Including stooks and corporate honds. However, these strategles will invest based upon
specific corporate actions that will changde the value of these securities including
mergers, spin-offs; tender and exchange offers and hankruptoy of restructuring. These
strategles can be flexible across equity/arediit, long/shorl as well as other style
characteristics noted eatlier. Another critical differentiatoramong avent driven strategies
Is whether they pursue primarily hard versus soft catalysts, Examples of sub-strategies’

" in this catedory Include merger arbitrage, shareholder actlvism, multi-strategy event,
special sltuations, and opportunistic value/soft catalyst, :

o Credit Strategies: Credit strategles are those which focus on the debt side of the capital
structure. They may have equily exposure, but the vast majority of the portfalio Is
invester! in credit securities. Simllarly, these strategles may be long blased or more
hedged, may be mote fundamentally based orimore guantitative, foous on paying versus
non-performing, and shorter term trading versus longer term focused, However, some
funds may be focused on strustured oredit maikets, including RWVBS and CMBS, and
othets may move oppottunistically across various oredit segments. Sub-strategles may
include long/short corporate credit, struotured aredit, and distréssed secuyities.

» Relative Value: Relative Value strategies are those thét do not invest in the intrinsio'

i

value of any Iidividual security, but tathet research the historical arid/or mechanical
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relationships between related securitles and invest In the spread. For example, they may
bet on one bond belng ovérvalued relative to another bond from the same issuer, These
strategles are almost always market neutral, but may vary from moderately to, highly
leveraged, concentrated versus diversified, or from HFT (high frequency trading) to a
longer term Investment hotizon, Examples of sub-strategies In this category include
fixed Income arbltrage, convertible arbitrage, and statistical arbitrage. '

o Multi-Strategles: Multi-Strategy hedge funds are those which will actively employ several
of the other major hedge fund categorles. Typlcally, hedge fuhds may do mare than one
thing, but to be a true multl-strategy, & hedge fund must have meaningful allocations of
capital to at least 8 of the other four major calegories: equity, creditfevent, relative value,
and macro/CTA. A true multi-strategy hedge fund should not have 50% to 70% of NAV
invested In one ‘strategy or 50% to 70% of the historleal returh attribution from one.
strategy. Finally, most multi-strategy hedge funds have their roots In one specific style
and have evolved into multi-strategles over time. - 4

+ Global Macro: Macro strategies are those that make directional bets.on major matrkets

© " or asset classes instead of Individual securities. Global macro funds are typically
diversified across 3 of the 4 major liquid ‘markets: equity indices, credit/debt,
currenciesirates, and commodities. These strategles are often guantitative or
discretionary, or shorter term/market timing versus longer tatm/macroeconomic
focused, Finally; some traders may focus largely oh certain markets, such as rates of
surrencles, trading on fundamental aconomic signals. -

« CTA/Comimodily/Currency: Managed Futures or CTAs will trade the same markets as
global macro funds (Le. equity indices, debt markets, currencies, and comimoditles) but
will focus heavlly on price or other technical sighals, Instead of fundamental or scoromic
data. CTAs tend to be purely systematic (black-box) or discretionary, shorter to longer
term and will employ either trend following/momentum strategles or countef-trend/ mean
reversion. Similar to macro funds, some CTAs foetis purely on certain markets, such as

commoadities or curréncles.

e Other: Strategles in this category, sometimes referred {o as alternatives to alternatives,
tend to be the most Righly uncorrelated strategles, These may not be true “alpha”
generators, as they often are simply accessing extremely unique and non-competitive
markets, Jooking to harvést systemic risk premia found in these markets, Howevet, the
"hetas" they are accessing are truly idiosyneratic. These strategles are much smaller
and tend to have a bit higher illiquidity than other hedge funds, Examples of sub-
strategles that fall In this category would be intellectual property, weather risk, ‘and

insurance strategies.

The Absolute Return allocation shall seek to achieve the following.
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1) Short-term benchmark: For periods less than five yeats or a full market cyole, the
allocation should achieve an.annual rate of return that exceeds the appropriate
benchmark (HFRI Diversified Fund of Fund Gomposite), net of all investment
management fees, with simlfar risk relative to the benchimark.

2) Strateglo benchmark: For petiods greater than five years or a full market cycle, the
allocation should not only outperform the short-term benchmark, but also achieve a
rate of return that exceeds the appropriate long-term henchmark (1 Yeat Treasury Bill
Rate + 500 basls polnts) as well. - '

Portfollo Guidelines

No more than 10% of the total net assets of the Absolute Return portfolio may be invested In
any one single manager hedge fund. No more than 15% of the total net assets of the
Absolute Retun portiolio may be invested in any one single separately managed account,
mutual fund, or other registered investment vehicle. '

No more than 15% of the total net assets of the Absolute Return portfolio allocatlon may be
invested with any one single hedge fund manager strategy (excluding Funds of Funds), No

more than 25% of the net assets of the Absolute Return portfolio allocation may be invested
with any one single investment managet (excluding Funds of Funds),

As the Absolute Rétum allocation can invest In various investment vehloles and strategies with
differing llquidity profiles, it Is fmportant to conslder llquidity as a separate risk spectrum. In
order to manage the portfolio and provide the system liquidity as necessaty, but remain flexible

~enoligh to capture returns avallable in moderately Mliguld opportunities, the Absolute Return -
allogation will adhere to the following liquidity targols: _ : ' ‘

Al all times, at least 28.0% of the Absolute Return portfollo as a whole Is to be avallable in
quarterly or betler llquidity vehlcles. : . '

At all times, no more than 50,0% of the Absolute Return portfollo as a whole Is to be
sommitted to vehicles that provide liquldity on a greater than annual basis.

No Investments to vehloles wltﬁ a greater than B year look-up are permitted in the Absolute
Return portfolio,

Pl

Petformance Measurement
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The Kentucky Retirement gystems ("KRS") overall fund performance is meastired relative to
the KRS Pension or lnsurance Total Fund Benchmark, The benchimark Is calculated by means
of a.welghted average methodology. This method ls conslstent with industry-wide standards
and the practices. utilized by the GFA Institute. It is the product of the various component
welghts (i.e., asset classes’ percentages) by thelr respective performance (returns). Due to-
market fluctuations and aceeptable divergence, the asset classes’ welghts (percentages) are
. often.not equivalentto the benchimarl¢s welghts, Therefore, the performance may indlcate that
* the Funds have outperformed (underperformed) relative {o their respective benchmarks, even
when the preponderance of lesser weighted categories have underperformed (outperformed)

their indices.

KRS meastires lts asset classes, sub-asset olasses, sectors, stratagles, portfolios, and
Instruments (Investment) performance with Indexes that are recognized and published (e.d.,
S&P 500 & Barclays Aggregate Bond Index). These indices are determined to be appropriate
measures of Investments and composites of Investments with identical ot similar investments
profiles, oharacteristics, and strategles. - The benchmarks and Indexes are intended to be
objective, Investable, replicable, representative and meastirable of the investment mandate
and; developed from publicly available information that ls acceptable to KRS and the
investment manager/advisor -as the neutral position consistent with the underlying investor
status. KRS’ investment consultant and staff recommend the benchmarks and indexes. These
measures shall be subject to the annual teview and approval of the KRS Investment Committee
and ratification of the Kentucky Retirement gSystems’ Board of Trustees.

The KRS Total Fund Benchimarks and sub-components, ndexes, are described in Appendix A
and B of this document. The following desciiptions represent general standards of
measurement that will be used as guldelines for the various classes of Investments and
managets of the Kentticky Retirertient Systems. They are to be computed and expressed on
a fime-welghted total return bass: : » :

Total Public Asset Glass Allocations

Short-term '
. For perlods less than flve years or a full market cyole, the Asset Class

Allocation should exceed the returns of the appropriate Index.
Intermediate & Long-term : ‘ C
. For perlods greater than flve years or one market oycle, the Asset Class
Aliccation should exceed the apptopriate Index, compare favorably on a
risk-adjusted basis, and generate returns that rank above the median return
of a relevant peer group. Volatlity, as measuted by the standard deviation
of motithly returns, shotld be compatable to the Index.

Individual Public Security Porifolios: \ndividual partfolios shall be asslgned a market
goal or benchmark that Is representative of the style of market capltallzation of the
assignment, Inclividual accouints should be monltored using the following Standards:
Short-term . S .

. For petiods less than five years or a full market oycle, Individual portfolios

should exoeed the returns of thelr market goal or henchmark. .
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intermediate & Long-term o ‘ :
. For perlods greater thari flve years or one market cycle, individual portfolios

should exceed the return of thelr market goal or benchmark, compare
favorably on a risk-adjusted basis, and generate returns that rank above the
medlan return of a relevant peet group. Volatility, as measuréd by the
.standard deviation of monthly returns, should be comparable to the
henchmatk, ‘ C ‘

Alterﬁatl\/e Assels:

In addition to exceeding the appropriate banchmark listed In-Appendix A and B, the
Alternative pottfollo should also seek to achieve the following: C
Short-term | . :
. Afternative Investments should earn a Net IRR that place the Investment
above the median Net IRR of other similar funds, of the same vintage year,
as reported by Venture Economics. .

Intermediate & Long-term . :
+ The private equity portfolio should earn a return that meets or exceeds the
KRS Private Equity Index. Individual private equity investments should eam

a Net IRR above the median Net IRR of other similar funds, of the same
vintage year, as repotted by Venture Ecohomics, _

Real Estate

. The Total Real Estate-allocation of the fund shall be benchmarked to the appropriate
banochmark and aré listed In Appendix A and B, '

Real Return

The total Real Return allocation shall seek to & ‘
(1) Achieve a rate of return that exceeds the appropriate benchimark ‘annually

over a complete market cycle (historically 3-5 years), net of all investment

management fees, , ,
(2) Achleve a rate of return that exceeds the appropriate real retum composite
index over a complete market cycle (historically 3-5 years), net of all lnvestment .

management fees.
(3) Achieve a positive dskireward trade-off when compared to similar style real

returh Investment Managers.,

Absolutd Returs

The tolal Absolute Return allocation shall seek to ‘ .
(1) Achievé a rate of return that exceeds the appropriate benchmark annually

over a complete market cycle (historically 3-5 years), net of all investment
‘management fees, ‘




27

(2) Achieve a positive tiskireward tréde-off when compared to similar slyle FOF
return Investment Managers. A

On a timely basis, but not less than quarterly, the Investment Committee, on behalf of the Board
of Trustees, will review the performance of the portfolio for determination of compliance with
thls Staternent of Investment Policy. On an annual basls, a comprehensive review of each
asset class and underlying portfollos shall be conducted by the staff and presented to the
Investment Committee, The review shall consist of an organizational, performance and
compliance assessment. ‘

The Compliance Officer shall perform tests at least monthly to assure compliance with the
restrictions imposed by this policy. These tests shall be performed at the asset class and total
fund level. Quarterly, the Compliance Officer shall prepare a report to the Investment ‘
Committee detalling the restrictions tested, exceptions, the cause of the exception and the
subsecuent resolution, -The Ihvestment Committee shall report the findings to the Board of
Trustees at the next regularly scheduled-meeting. ,

The followinhg r‘estrictbns shall be tested at least monthly:

» The amount of stock in the domestlc or International equity allocation In any single
corporation shalf not exceed 5% of the aggregate market value of the Systems' assets,

+ The amount of stock held In the domestic of International equity allocation shall not
oxceed 3% of the outstanding shares of any single corporation.

v Investment in "frontier” markets (those countrles not Included In the MSCI EM tnde'x)'
shall not exceed 5% of the System's international equlty assets,

» The duration of the core and global fixed Income porifolios combined shall not vary from
that of the KRS Fixed Income Index by more thai+- 26% duration as measured by
 effective duration, modified duration, or dollar dm‘athn.
» The duration of the TIPS portfolio shall not deviate from the KRS TIPS benchmark by -
more than 10%. '

» The amount invested In the debt of a single lssuer shall not exceed 5% of the total

market value of the Systems' fixed income assets, with the exceptlon of US.. =

Government Issued, guaranteed or-agency obligations (or securlties collateralized by
same), and derlvative secufities used for exposure, cost sfficiency, or risk managerment
purposes In compliance with Section VI of this policy.

» 50% of the fixed Ihcome assets must have liquidity that is trade date plus three days or
better, : : n
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The Chief Investment Officer shall dévelop a comprehensive set of investment guidelines for
each externally managed account, These guidelines sholild ensure, at the total fund and asset
class level, that the restrictions set forth above are preserved. .

The KRS Board recognizes that the voting of proxles Is an important responsibllity in assuring
the overall performance of the Fund over a long time horizoh, The Board has delegated the
responsibility of voting all proxies to an outside Proxy Voting seivice provider or contracted
exlernal Investment manager. The Board expects that the proxy voting service will execute

all proxies In-a timely fashion, and In accordance with the voting pollcy which has been
formally adopted. . ' : ,

The Board has adopted the [SS U,S. Proxy Voting Guidelines as the System’s approved
Proxy Voting Polioy for all internally voted items. This palicy ls updated at least anhnually By
1SS s and hereby incorporated by this reference, The polley can be found publically using
the following link: , ' | '

hitp://www.issd OVeman‘ce.com/files/'zo1QUSSLxmmarvGuidelines131 2012.pdf

A. Investment Procurement Polioy Dated July 2017 Is hereby incorporated by reference.
" Investment Brokerage Policy dated May 2011 s Iwé(eby Incorporated by reference.
G. ‘Transaotlons Procedures Pollcy dated November 2014 s hereby Incorporated by
reference. A .
D. Securlties Litigation Policy and Procedures dated May 2011 Is hereby incorporated by
v reference. . R ' :
_E. Investment Securities Lending Guldelines dated May 2011 is hereby Incorporated by -
reference,

w

F. Secuiitles Trading Polloy for Trustees and Employecs dated February 2015 is hereby
incorporated by reference. -

G. Manager and Placement Agent Statement of Disclosure Policy dated August 2012 is
hereby incorporated by reference. , :

“Signatoties




As Adopted by the Investment Committee

Date: __¢

Sighature:
Mr, Davl

Chair,. Inv ommittee
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As Adopted by the Board of
Trustees 1
Date: ‘” NI

Signature: T O _,1-»
Mr, John R. Farrls
Chair, Board of Trustees




Kentucky Retu'ement Systems
‘ ddendum to the Statement of Ilwestmant Polioy
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This addondum to the uWosmlent policy i is issued by the Bonrd of Trustees of Kentucky Retirement Systems

(Systems) in conneotlon with Investing the insurance

and the State Police Rotiroment System. T

to the Statement of Investinent Policy.

KRS

Pensmn l‘und (KDRS / SPRS) - Asset Allm"ztion

funds of the Kentucky Employeos Rotirement System

This document supérsedes all prior documents entitied Addendum

Asset Class Long-Term Benchmark KERS SPRS Complianee Bruds
Assumed Rate of 525% 525% Min ] Mox
Relurnt .

TS Equity Russell 3000 15.75% 15.75% 10% 25%
Non US Bquity | MSCLAGWI Bx-US T 15.75% 15.75% 1% 25%
Private Equity Rusgell 3000+ 300 bps (lagged) 7.00% 7,00% % 15%
High Yield/ Bloomberg Brtoleys US High 15.00% 15.00% 10% 25%
Specisilty Credit | Yiel | :

?w;:t n
Liqiiditys S

Core Flxed Bloombcrg Bnmlnys TS 20,50% 20.50% 15% 36%
Income Agprogate v

Cash |Gl Grp 3-mas Treasury Bill 3.00% | q 00% . A 5%
- p— TR T _ :

Siratogle TR i S 8
Roal Estate NCREIF ODCB 5.00% 5.00% 0% 10%
Opportinistle / | HFRIDlvorsified 3.00% 3,00% 0% 10%

Absolute Return.

Real Retmn US CPL+3% 15.00% 15.00% % W%
Signa’corios

As Adopted by the Thvestment Committee

Date: Tune 7th, 2618

Signature:, 7 C D

Nejl P. Ramsey
Chalr, Investiment C

imittec /

-

As Adopted by the Board of Trustees
Date: June 7™ 2018

Signature,
v David Ig
Chair, Boar

of Trustees
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T Kentucky Retivement Systems

‘ App endix A Adc eiiduim to the Statement of Investmont Policy. 1.' X "‘ :
i1 Pensiori Fund —Assel Allogation / Benchmark Compogiter. " " o

Bl

o Bfeotive July 18t , 2018 -

This addendum to the investment policy is issued by the Board of Trustees of Kentucky Retirement Systems
(Systoms) in conncetion with investing the Pension funds of the Kentucky Bmployees Retirement System
(Hazardous Duty only), and the County mployets Retlroment System. This document supetsedes all priof
“documents ontltled Addendutn to tho Statemont of Tnvestment Polivy. '

[

KRS Pension Fund - Asset Allocation (IKERS-Haz / CERS / CERS-Haz Only)

‘ . Coumplinnce
Assot Class 1 Long~Term Benclhmark KERS- CERS CERS ~ Bands
Hnanrdous Hazwrdous ' :

Assymedd Rade of Retarn . 0:25% 625% 6.25% Min | Maox

RERR

~18.75%

US Bquity Russell 3000 18.75% 18.75%

Non US Equity MSCTACWIEx-USTML 18.75% 1875% | 1875%
Private Equity Rusself 3000 + 300 bps (fagesd) 10.00% 10.00% 10.00%

High Yield/ Blooniboerg Bacolays US High Yield 15,00% 15.00% 15,00%
Speclalty Crpdit . - .
5

R s

Coto Fixed Income oomberg Bareluys US Aggregato 13,50% | 13.50% 13.50% 7% | 18%
Cash - it Grp 3-mos Treasury Bill 1.00% 1.00% 1,00% 0% | %

.

Stratopios

Roal Bstate | NCREIF ODCE | S00% | 5.00% 500% | 0% | 10%
Opportunistic / HERT Diversified 3.00% 3.00% 3,00% 0% | 10%
Absolute Return '
Reul Return US CP1+3% 15.00% 15.00% 15.00% 5% , 20%
Signatorios _ ,
As Adopted by the Investiient Comunittes As Adopted by the Board of Trustees
Date: June 7th, 20 Date: June 7%, 2018
Sighature: g ﬂ Signaturo '

Nell P, Ramsey
Chair, Investment Cm L Chair,




7 T Kentueky Rotiremenit Systems - .

fho Stafement of Inyestmon Polioy
logation / Benchmatk Composit

: Appet dix B; Addendym to

Insurance Fund+ Ass

This addendum to the nvestment policy is lssued by the Board of Trustees of Kentucky Retirement Systems
(Systems) in connection with lnvesting the Insurance funds of the Kentuoky Employeos Retirement System,
the Counly Employees Retiremont System and the Stuts Police Rotirement Systemn. This dooument
supersedes all priot documents entitled Addendum to the Statement of [nvestment Polioy.

KRS Insur

Comypliance
KERS CERS Bands
Assef Class .| Long-Term Benchmark | KERS | Mazardevs | CERS | Hazardo | SPRS
) . . usg
6.25% 6.25% 6.28% 6.28% 6.25% | Min | Max

Assunted Rate of
Rehirn

62:50*

" -/0. Q. . +7 33 .'._‘. " ,"'Z
US Equity Russell 3000 1875 | 1875% | 18,75% | 18.75% | 1875 | 10% [ 25% |,
1% : ~ %
Non US Equity | MSCI ACWI Bx-US IMI 1875 | 18.75% | 18.75% | 18.75% | 18,75 | 10% | 25%
: % * % :
Privato Equity. | Russoll 30001300 bps 10.00 | 10.00% | 10,00% | 10,00% | 10,00 [ 7% | 13%
(Ingged) _ % ) . %
High Yield / Bloontbor Burelnys US High | 15,00 | 15.00% | 15.00% | 15.00% | 15,00 | 5% | 20%
liy Grodie__| ¥t i L %

,/O‘

PR s
feiiidit : -
Core Fixed Bloomborg Baroluys US 13,50 | 13.50% | 13.50% 13,50 | % | 18%
Incons | Asrepute : % ) %
Cush Gl Gep J-mos Trensury Bl 1,00% 1.00% 1.00% | 0% | 5%
T = AR MY P 3:0’0\.’-1 OQ §

DI

Shhtigl Y o' A ;
Real Eslate NCREIF ODCE 5,00% 5,00% 5.00% 5100% | 0% | 10%
Opportunistio/ | FFRI Diversified 3.00% | 3.00% 3.00% | 3.00% | 3.00% | 0% | 10%

Absgolute Retutn :
Real Return TS CPT+3% T 1500 | 15.00% | 15.00% | 15.00% | 15,00 | 5% | 20%.
' % , %
Signatorles , ‘
As Adopted by tho Tnvostmont Committeo As Adopted by the Boatd of Trusteos

Date: June 7th, 2048 ' Date; June 7% 2018
Signatute: 7 /\ . Siguathro:_WA/

Nell P, RumSoy / T David L, H{mid _/ Y
Chall, Inyestment C&m/itte Chatt, Boatrd of Trustees
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ATTACHMENT II

KENTUCKY RETIREMENT SYSTEMS

investment

Investment Guidelines for Pzena Investment Guidelines e
A vpe Management

Pzena Emerging Market Select Value Strategy

PURPOSE : ‘
These investment gnidelines represent an extension of the Statement of Investment Policy for the Kentucky

Retirement Systems,

KRS RETURN AND RISK OBIECTIVES v

Performance/Tracking Error: Over the long term, our goal is for the Pzena Emerging Markets Select Value
strategy to outperform the benchmark by-basis points on a gross basis. Since we are not attempting to
track a benchmark in the short-term, we do not believe that traditional short-term measurements of risk are
appropriate (e.g., one-year standard deviation, tracking error). However, based on realized since-inception
tracking error, we anticipate the tracking error for the Emerging Markets Select Value strategy to be
approximately [JJJ]qBMillbasis points per annum. Note that theve is no guarantee of performance, past
performance is not indicative of future results, and all investing involves risk, including risk of permanent
capital loss. ’

Benchmark: MSCI Emerging Markets Index (Net W/ H)

GUIDELINES :
1) Permissible investments include, but are not limited to:
: « Common Stock or Equity-Like
Depositary Receipts (ADRs, GDRs, EDRs)

REITs (Real Estate Investment Trusts)
FX & Spot FX forwards may be utilized for trade settlement purposes.

»

o TForeign Companies that trade on a U.S stock exchange
« Participatory Noles ‘

s  Warrants

« Rights

L]

[ )

2) The following types of assets or transactions are expressly prohibited without prior written
permission: :
« Use of margin or leverage
¢ Direct investmenls in real estate
s Direct investments in commodities

DIVERSIFICATION

Security Type Qualifications

¢ No one position shall be greater than 5% at the time of purchase, By way of example,
Investment Manager may buy a 5% position in month 3, and if that position falls to 4% in
month 9 because the stock price falls, Investment Manager may then buy up to 1% more to -
make it a 5% position. , ' -

o No one position shall be greater than 7.50% at market.
Portfolio will generally consist of 30 to 60 securities. :

e No one economic sector to exceed the greater of () 20% of the total portfolio or (b) 150%
of the sector’s weight in the MSCI Emerging Market Index

Sép(cmbcr 2019 * Kentucky Retiremenl Systems — Pzena Investment Management fnvesiment Guidslines Pagé 1 ,




e No one country ta exceed the greater of (a) 20% of the total portfolio or (b) 150% of the
country’s weight in the MSCI Emerging Market Index or MCSI Frontier Index. Emerging
Markets country defined as located in an Emerging Market country if organized under laws
or has principal office in an Emerging Market country if it has a class of securities whose
principal securities market in in Emerging Market country; derives 50% or more of total
rev from goods produced, sales made, or services provided in one or more Emerging

- Market countries; or if it maintains 50% or more assets in one or more Emerging Market
country. Manager has discretion to determine which countries are regarded as Emerging
Market, although those classified by MSCI as Emerging Market will typically be included.

Scptember 2019 Kentucky Retirement Systems — Pzena Investment Management Investment Guidelines



ATTACHMENT I

Fee Schedule

Fees are paid quarterly in arrears upon submission of an invoice by Manager, Fees shall be computed on the
basis of the average of the adjusted closing market value of assets as determined by the Master Custodian on
the last business day of each month in the calendar quarter, in accordance with the following schedule;

The annual advisory fee for the portfolio is caloulated as follows:

NOTE: For billing purposes, the average market value of assets for the Pension and Insurance Portfolio
will be aggregated in order to calculate fees, Each account will be billed a pro-rated share of the fees
based on the total average market value of assets invested by each account in the strategy.

If an investment strategy utilizes a commingled, pooled fund, mutual fund, money fund, or other vehicle
managed by the Manager or an affiliate thereof which has a built in management fee, these fees will be
identificd and reimbursed to KRS Account and the Managers Fee Schedule will be applied, or the Manager
will deduct the assefs already assessed a fee, from their fee calculation, (Details shown on the invoice.)
Any over-billing will be reimbursed to KRS Account immediately.

PRO-RATION OF CONTRIBUTIONS/WITHDRAWALS
Fees are calculated at the end of cach calendar quarter on the basis of the average of the closing market
value of assets on the last day of each month in the calendar quarler; provided however, that the market
value shall be adjusted such that contributions and disbursements made during the quarter (and which
constitute greater than 1 (one) percent of the total portfolio market value) shall be billed on a pro rata
basis for the amount of time under management.

The adjusted monthly market value = monih-end asset value acjusted for contributions or withdrawals
made by KRS.

(a)  For contributions to the assels in the account after the first business day of a month, the adjusted
ending assets will be determined by subtracting from the closing value of the account on the last-
business day of the month an amount equaling the product of (x) the quotient derived by dividing
the amount of the contribution by the number of days in the month, and (y) the number of days
from the beginning of the month to the transfer date.

(b)  For withdrawals from the account after the first business day of a month, theé adjusted assets
will be determined by adding to the closing value of the account on the last business day of the
month an amount equaling the product of (x) the quotient derived by dividing the amount of the
withdrawal by the number of days in the month, and (y) the number of days from the beginning
of the month to the transfer date.
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This Managet Statement of Disclosure (Policy) sets forth the disclosure requircments which must be
satisfied priot to any Kentucky Retirement Systenis (KRS) Investment, This policy requires disclosure of
conflicts of interest and/or political contributions with any new KRS investment. KRS shall require the
disclosure of detailed information regarding any manager used, theit services, and payments and fees in
connection with all KRS investments, This Policy is intended to apply broadly to all of the types of
investment advisors with whom KRS conduets or potentially conduets business with inchuding genoral
partners, managers, investment managers and sponsots of hedge funds, private equity funds, real estate
finds, as well as investment managers retained pursvant to a contract. .

The goal of this Policy is to bring fransparency to out investment management relationships in connection
with KRS’ investments and to help ensure that KRS’ investment decisions are made based solely on the
metits of (he investment opportunity and in a manner consistent with the responsibilities of the Board of

Trustees and individuals who owe a fiduciary duty to KRS,

The objectives of KRS’ policy are:

¢

1. To ensure that KRS’ investment decisions ate consistent with KRS’ ovetall Invesiment Policy
Statements;

2. To supplement the due diligence and information available to KRS Board membeys, staff, and
consultants when evaluating an investment opportunity;

3, To prevent impropriety and/or the appeatance of tmproprieties and to disclose conflicls of interest
and/or the appearances of conflicts of interest;

4, Provide fransparency and confidence in KRS investment decision-making and process; and

5, TEstablish procedures to comply with state and federal law.

‘This Policy applies to all agreements with managers that are entered into after the date this Policy is adopted.
This Policy also applies to existing agreements with mavagets if, after the date this Policy Is adopted, the
term of the agreement is exfended; there is any incieased commitment of funds by KRS pursuant to the
existing agreement; or thete is a material amendment to the substantive terms of an exisling agreement,

inchuding the fees or compensation payable to (he manager.




1. " “KRS vehicle” means a pattnership, limited liability company, account ot other investment vehicle
in which KRS is the investor.

5. “Consultant” refers to individuals or firms, and includes key personnel of consultant firms, who are
contractually retained or have been contracted by KRS fo provide investment advice to KRS but
who do not exetoise investment discretion.

3, ‘“Manager” means an asset management firm that is seeking to be, or has been, retained by KRS ot
by a KRS vehicle fo manage a pottfolio of assets (including secutities and or contracts, etc...) for
a fee, The manager usually has full discretion to manage KRS assets, consistent with investment
management guidelines provided by KRS and fiduciary responsibility,

4. "Placement Agent" means any petson of entity hired, engaged or retained by or acting on behalf
of an Bxternal Manager ot on bebalf of anothet Placement Agent as a finder, solicitor, matketer,
consultant, broket ot other intermediaty fo raise money of investments from or to obtain access fo
KRS, directly or inditectly, including without limitation through a KRS Vebicle.

5. “Bxecutive Agency Lobbyist (EAL)” means aty petson engaged to influence executive agency
decisions or to conduct executive agency lobbying activity as one of his main putposes on a
substantial basis, An BAL does not include an elected or appointed officer or employee of a fedetal
or state agency, state college, stato university, or political subdivision who attempts to influence
or affect cxecutive agency decisions in his fiduciary capacity .as a representative of his
agency, college, univetsity, ot political subdivision. ’ ,

6. “Bxecutive Agency Lobbying Activity” inoludes any contact made to promote, oppose, OF
otherwise influence the outcome of an exceutive agency decision by direoct communication with an
olected executive official, the secretaty of any cabinet listed in Kentucky Revised Statutes 12.250,
any executive agency official, or a member of the staff of any one of the officials listed in this

patagraph. ‘

7. “Real Patty-In-Interest (RPI)” is a person of organization on whose behalf the executive agency
Jobbyist is acting, if that person is not the employer, For example, if the ABC Cotporation engages
Xy7 Consulting C ioh. in tutn, hives John Smith to influence decisions

onsulting Compairy i orporation is the "rea party in Inferest”.
Manager’s Responsibilities 4

Prior to KRS investing. with any manager, KRS Staff shall obtain a signed Manager Disclosure
Questionnaire fromn the investment manager. This form includes a statement as to whether or not the
investment manager has used a placemont agent in connection with the proposed KRS jovestment
opportunity, It also includes conflict of interest disclosures and political contribution disclosures among
other required information including but not limited to:

. The name of the placement agent;
e The fee paid or payable to the placement agent;
3 Representation that tho feo is the sole obligation of the investment manager and not that of

KRS ot the limited partnership;
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. Current ot former Kentucky officials (federal, state, and local government), KRS Board of
Trustees members, KRS employees or consultants to KRS that ate recetving any fees ot
compensation from the manager and/or placement agent; ‘ _

. The names of any current ot former Kentucky elected or appointed govetnment officials
(federal, stato, and Jocal government) KRS Board of Trustees members, employees, or
consultants of KRS, ot any other petson, if any, who suggested the retention of the
placement agent;

. Evidence of the regulatory agencics, if any, in any Federal, state or foreign jurisdiction the
placement agent or any of its affiliates ate registered with, such ‘as the Securities and
Exchange Commission (SEC), Financial Regulatory Agency (FINRA), or any similat
regulatory agency, _

. A résumé for each officet, partner ot principal of the placement agent detalling the person’s
education, professional designations, regulatory licenses and investment and work
experience;

. A description of the services to be petformed by the placement agent;

. A statement whether the placement agent, or any of its affiliates, is registered as a lobbyist
with any and all Kentucky state and local (county) governments; and

. A statement by the manager and/or placement agent representing and warranting the
acouracy of the Information provided to KRS regarding the Statement of Disclosute tn any
final written agreement with a continuing obligation to update any such information within
10 business days of any change in the information.

The manager shall notify the placement agent of his ot her obligations under Kénmcky Revised Statutes
Chapter 1 1A, . ‘

Compliance with the following procedutes is the responsibility of the manager, the RAL and the placement
© agent. KRS staff is not responsible for ensuring compliance with the following procedures as staff isnot a

patly to the process.

“The following is a description of the process external persons must follow to comply with Kentucky’s BAL
registration procedures: '

1. Prior o contact with KRS petsonnet the placement agent, employer, and, if applicable, the RPI,
is required to file jointly, the Initial Registration Statement Formn* with the Kentucky Executive
Branch Fthics Commission (EBEC) and furnish a copy to KRS, '

Questions as to the process of applicability should be addressed 10:
Exetutive Branch Fthics Commission (502) 564-7954.

2. After Iniital Registration, the placement agent, employer, and, if applicable, the RPI, is required
to abide by the BBEC Requirements After Registration by filing an Updated Registtation
Statement** annually (Due by July 31) with the BBEC and furnish a copy to KRS,

3, Ifthe placement agent, employet, and, if applicable, the RPT, wishes (o terminate theit Jobbying
effort they must notify the EBEC within 30 days after the lermination of engagement by filling

out the Termination Notification Form *#* altaching it to the BAL’s final Updated Registration
Statement form** and furnishing a copy to KRS,
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% Initial Registration Statement Forim is available at:

httn://ethics.kv.p.‘ov/lobbying[Pages/Registvation.aspx

*+ Updated Registration Statement Forms ate available at:

http://ethigs.ky.gov/lobbyingZPages/ReguirememsAﬁerReszistration.aspx

*#%% Tepmination Notiﬁca{tion Form is Available at:
Llip:/fethics .kv.gov/lobbving/Paaes/howToTenninate.aspx

In the event a placement agent is expected to receive remunetation for a KRS investment, KRS staff will
notify the Investment Committee in the memorandum discussing the recommended/apptoved investment.
If a manager breaches this policy, staff will notify the Investment Committee as soon as practicable.

KRS Staff Responsibilities
KRS staff are responsible for: ‘
»  Providing the public with disclosure by posting a copy of this policy on KRS’ website;
» Implementing this policy on behalf of KRS with each Investment Director responsible for their

specific asset class; and .
« Providing regular disclosure updates to the KRS Tuvestment Committee and the Board of Trustees.

All parties responsiblo for implementing, monitoting and coxﬁplying with this Policy shall consider the
spitit as well as the litoral expression of the Policy. :
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All persons and entities contracting

[ ]
fhat they ate not, nor shall be,
a conflict of interest including,
that they ate not, nor shall be,

in violation of any Kentucky law,
but not limited to, Kentucky Revised Statutes 121.056; aud

in violation of any provision of Kentucky Revised Statutes Chapter
11A or any regulation promulgated there undet, or any law ot regulation pettainingto the Kentucky

with KRS shall certify that:
they are legally capable of entering iato a binding contract and

authorized to do so;
statute or regulation pertaining to

Registty of Election Finance and the reporting requirements thereof,

All persons and cntities

potential confliots of interest with any KRS staff,
interest will be discussed at the Investment Commiittee as
resolution. Options the nvestment Committee might recommend
and refusal to invest, Subsequent
cornitract and may result in immediate termination of any agreetments

required; conflicted party abstention;
conflict may be considered a breach of
without penalty or fee to KRS,

Signatories

As Adopted By The Investment Committes

b- Z7~//5 p

Date:

~

Signature:
Mr, Neil Ramsey
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seeking to or actually confracting with KRS shall disclose all relationships and
committee or Board Member. Any disclosed conflicts of

to the severity of the conflict and the appropriate

include but are not limited to: no action
discovery of any undisclosed

¢

As Adopted By The Board of Trustees
Date: CO ~ 27~ lon

Signature: % %2 : "
Mr, David L,




N Kentucky Retivement Systems

K‘J_is Statement of Disclosure and Placoment Agents — Manager Questionnaire

e

'I un‘.i

1. Did your firm use a placement agent as defined in the KRS “Statemeént of Disclosure and Placement
Agents” policy in an effoit to solicit an Investment from KRS Please indicate fund vehicle title If
relevant? 1f yes, please continue to question 2; il no, please proceed to question 10,

No, we did ot use a third-party placenient ageni in an effort to solicit an investment Srom KRS,
2. Please disclose the name of the placement agency used, the names of the individuals contracted by the

placement agency (either as employees or as sub-agents) in order to solicit an investment from KRS,
and the fees paid or payable to the placement agent in connection with a prospective KRS investment,

N/

3. Please represent that any fees pald to placement agents are the sole obligation of the investment
manager and not that of KRS or the limited partaership.

N/id

4. Please disclose the names of any current or former Kentucky elected of np;iointed government officials
(federal, state, and local government), KRS Board of Trustees members, employees, or consultants of
KRS, or any other person, if any, who suggested the retention of'the placement agent. -

N/A4

5. Please provide evidence of the regulatory agencies, if any, in any Federal, state or foreign jurisdiction
the placement agent or any of its affillates are registered with, such as the Secinities and Exchange

Commission (“SEC™), FINRA, or any similar regulatory agency.

N/A

6. Please provide a resume for each officer, partner or principal of the Placement Agent detailing the
person’s education, professional designations, regulatory licenses and investment and work experience,

N/A
7. Please describe the services to be petformed by the Placement Agent.

N/A

8. Please disclose whether the Placement Agent, or any of its affiliates, s registered as a lobbyist with any
and all Kentucky state and local (county) governments. '

N/A




9. Please disclose any political contributions made by the Placement Agént to any Kentucky official
within the prior 2 years,

N/A

10, Please disclose the names of any current of former ICentucky elected or appointed govetnment officials
(federal, state, and local government) KRS Boatd of Trustees members, employees, or consultants of
KRS that are recelving any fees or compensation from the External Manager and/or placement agent.
Plense disclose any additional known velationships or conflicls with same.

None.

[1, Please disclose any political contributions made by External Manager or principals of the External
Manager in the prior 2 years. : :

There were no political contributions made by the External Manager or principals of the EA'/ez'/i(ll Manager
to Kentucky political officials in the prior two years ended March 31, 2019.

12, Please disclose whether any principals of the firm have been involved in any regulatory proceedings,
aud if so, details concerning the same.

There is no material regulatory action pending or, to the best of our knnowledge, threatened, against the
External Manager or any of 1ts principals relating to the business of the firm In the pasi fen years ended

March 31, 2019,

13, Please provide a statement representing and wartanting the acouracy of the information provided to
KRS regarding the Statement of Disclosure, and acknowledge that similar language will be included in
any final written agreement with a continuing obligation to update any such information within 10
business days of any change in the information. :

I confiran the information provided heretn is accurale (o the best of my Knowledge, and I acknowledge
that similar tanguiage will be included in any final writfen agreentent between the External Manager and
KRS, with a continmiing obligation lo update any such information within 10 business days of any change

inn such information.

Pzena Investinent Management, LLC

N

External Manager
Name: Joan F, Berget
Ti;le: General Counsel

June 7', 2019
Date
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Compliance Certificate

(The remainder of this page intentionally left blank.)

19 of 22



Compliance Certificate

* As a duly authorized officer of __ (the "Investment
Manager"), | hereby certify that | am familiar with that certain Investment Management
Agreement dated ,20__ (the "Agreement") between Kentucky Retirement .

Systems and the Investment Manager relating to investment of certain KRS assets by the
Investment Manager. In addition, to the best of my knowledge after diligent inquiry, | hereby
certify to KRS that: ‘

(a)  Allinvestments of the KRS assets made by the Investment Manager during the
fiscal year ending June 30, ___, were made within applicable Investment Policy
and Procedures incorporated in the Agreement at the time each investment was
made, except as set forth helow; ,

(b) All current investment holdings in the portfolio managed by the Investment
Manager are in compliance with the Investment Policy and Procedures currently
applicable under the Agreement, except as set forth below;

{c) During the fiscal year ending June 30, ___, no member of the KRS Board of
Trustees, or key staff of KRS, and no person claiming to represent or have
influence with the Board of Trustees has contacted the Investment Manager
with respect to a financial transaction or solicitation which is not solely on behalf
of KRS with the Investment Manager, except as set forth below; and

(d) The Investment Manager is in compliance with all representations, warranties
" and covenants in the Agreement which apply to the Investment Manager,
including but not limited to any indemnity or insurance coverage requirements,
except as set forth below. Current insurance coverage applicable to KRS's assets
are as follows: (Please attach insurance certificates.)

Errors and Omissions dedicated to the Agreement: Date of expiration:
Per occurrence limit:

Annual aggregate:

Directors and.officers liability: Date of expiration:
Brokers blanket bond or similar coverage: Date of expiration:
Other: ' ' ‘ Date of expiration:

Exceptions: (Attach a separate sheet if necessary.)

Dated: By:
Name:
Title:
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KENTUCKY RETIREMENT SYSTEMS

David L. Eager, Executive Director

Pertmeter Park West « 1260 Loulsville Road + Frankfort, Kentucky 40601 .
kyret.ky.gov + Phone: 502-696-8800 « Pax: 502-696-8822

Authorized Persans
Systems' designated positions listed below are authorized to provide verbal and written Instructions and notices on behalf of Systems. Such
instructions may be provided by facsimile or e- mail, Manager rhay conclusively-rely on the instractions and notices received from any one of these
authorlzed persons unless notified to the contvary. : :

Chief Investment Officer/Directox of Fixed Income Assets
James R. Robben
(502)696-8642 phorie; (502) £96-8806

{ot nvestment Officer/Director of Real Estate & Real Return
Andy Kieh!
(502) 696-8 hone; (502) 696-8806 fax

Director of Equity Assets

Joe Gilbert S
(502) 696-8632 phone; (592) 696-8806 fax

Director of Private Equity/Alternative Assets
~ Anthony Chiu ) :
(502)696-84971 phone; (502)696-8600 fax

£ it .
Signamre:

Executlve Director
David Eager

I hereby certify thatthe above tndividuals have been duly authorized as indicated above, and that such authovization remains in force as of this date.

Signed:MM_%Dat@ 5 / 3/ / %7‘7

Mark Blackwell

. Executivae Director, Legal Division
(502) 696-8649 phone; {502) 696-8801 fax

\\NUIHI._

A . . »
sl N } .

..;;g.! :*u:.'},;‘ RIRY (MM éL&[ ) Authorlzed Person
. N n '\‘ }’ /g . i, . H
BRI : \DT’F Qoqq(l ,

,,’ : @(P. lol (dﬂ,O?/Z‘
. {l:"«‘r’.ns‘-f‘ :‘,“f \l'."‘ ;“ ’
Lot
,":"/,,'.l,(.{ l\l‘ \l\ '\“\\‘s
s

!
1}

¢t
oy
¢

.\14 '
I




ATTACHMENT VII
Proxy Voting Policy
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The Kentucky Retirement Systems (KRS) Board of Trustees (Board) appoints an mvestment Committee
with full authority to act for the Board in the acquisition, sale and management of the securities and funds
of the Retirement Systems, The Board also authorizes the Investment Committee or designee, custodian,
lnvestment manager or agent to execute stock proxies for the Board. Said delegate(s) shall maintain
detailed records of its performance of its duty and provide such records to the Board as may be tequested by
the Board from time to time.

This position paper is hereby adopted by the Investment Committes to provide a set of guidelines to be
followed in ordet to execute proxies. The following statement reflects the general policy that shall be
~ applied as proxy issues ate considered: .

To support management {f management's position appears reasonable, is not detrimental to the long
term equity owneship of the corporation and reflects consideration of the impact of societal valucs
and attitudes on the long-term liability of the cotporation and is in the best interest of the plan
participants. :

The following paragraphs shall be applied when considering the more specific proxy issucs that ate likelyto
be encounteted on a more routine basis. :

Election of Directors . . FOR
In a majotity of instances, election of directors is a routine voting issue: Unless there is a proxy fight for
seats o the Board, KRS will usually vote in favor of the Management-proposed slate of directors.

Appointment of Auditors . FOR

The selection of independent accountants to audit the company's financial records is a routine business
matter and in most instances is submitted to shareholders for public relations réasons, Since the accounting
firm selected to do the audit has no effect on the investment value of the company's secutities, KRS will
support Management's recommendation,

Tncrease Authorized Common Stock ' : ’ FOR *

KRS will support an increase in authorized common stock needed to tmplement a stock split when coupled
with intent to immediately effect the split, or aid in a restructuting ot acquisition or provide a sufficient
number of shares for employee savings plans, stock option or executive compensation plans, A satisfactory
explanation for a company's plans for the stock must be disclosed in the proxy statement.

* JCRS will oppose increases in authorized comion stock if we suspect that the shates arc to beused to




implement a poison pill or another form of anti-takeover device, or if the issnance of new shates
could excessively dilute the value of the outstanding shates upon issuance. '

Changes in Board Structure _ ’ FOR *
Companies may propose various provisions refated to the steucture of the Board of Directors. These

provisions may include changing the way B oard vacancies are filled, directors ate nominated ot the number
of directors. These provisions may include Majority Vote Director Elections and the Separation of the CEO
and Chairman of Board. These proposals may be proposed amendments to the Charter ot by-laws and need
to be reviewed by the shareholders prior to voting. Inmost instances these proposals are not controversial
nor an anti-takcover device. Therefore, KRS generally votes in favor of the proposal.

* Howevet, KRS is opposed to cumulative voting for members of the Board and attempts to limit term
of Boatd of Directots based on tenure ot age.

Considering Non-Financial Effects of a Metger Proposal AGAINST

KRS will oppose proposals that require the Boatd of Directors to consider what impact a merger would
have on certain groups other than a company's shareholdets, such as employees, consumers, business
partners, and the communities in which the company is located. We expect that a company's Board of
Ditectots will act in the best intetest of its sharcholders at all times.

Ditectot Liability and Indesnmification FOR *

The Tnvestment Committes believes that proposals concerning Liability and Tndemnification, which limit
the personal liability of directors for breaches of fiduciary duty of care and provisions for payment of
“expenses incurted by officials, directors and other representatives who become defendants in lawsuits,
should be evaluated on a case by case basis with rcasonable measutres supported and extreme measures

opposed.

Bxecutive Compensation FOR *
Executive compensation can take various forms but should provide adequate compensation and incentives

to management consistent with the long tetm intetests of the shareholders of the company.

+ Management should have some assurance that they will not, in the event of'a takeover, be terminated
without motive and compensation, However, KRS is concerned that some compensation agreements
provide excessive compensation in the event ofa takeover. KRS does not oppose agresments which
provide executives with a reasonable petiod of compensation after termination; howevert, they will
oppose compensation plans which ate excessive, ‘

Stock Splits , FOR
KRS will vote in favor of a proposal to split the company's stock ifthere is an immediate intent to effoct the

split.



Employment Relations ' FOR *
"The Board of Directors and Corporate Management have the responsibility for harmonious labor relations,
This responsibility also includes conducting labor negotiations withit the appropriate laws of the
jurisdiction, o
* Where officient operation of the corporation requires plant closings or relocations, the corporation
should give as much notice as possible and assist its employees in relocating or in seeking other
employment. Resolutions of shareholders which seek to impose requirements on management in this
regard will not be supported automatically. Support will be contingent upon whethet or not managers
can demonstrate that efforts have been \nade to retain good employment relations subject to the
constraints encountered in the particular circumstances.

Blank Check Preferred Stock ' AGAINST

‘A Blank Check Preforred Stock proposal is one that authorizes the issuance of certain preferred stock at
some future point in time and allows the Board of Ditectors to establish yoting, dividend, conversion, and-
other rights at the time of issuance, While Blank Check Preferred Stock can provide a corporation withthe
flexibility needed to meet changing financial conditions, it also may be used as the vehicle for
itnplementing a poison pill dofense, ot it may be placed in filendly hands to help block a takeover bid.
KRS’ concetn is that once this stock has been authorized, sharcholders have no further powet to determine

how or when it will be allocated.

Classified Boards ' AGAINST

‘A Classified Boatd is typically divided into three separate olasses, each class {0 hold office for a term of two
" or three yeats. Only a portion of the Board of Directors can be elected or roplaced each year. Since this
type of proposal has fundamental anti-takeover implications, KRS opposes the adoption of Classified

Boatrds.

Fair Price Provisions ' ' AGAINST

A TairPrice provision in the company's charter or by-laws is dosigned to assure that, if the Corporation is
acquired undet a plan not agreed to by the Board of Directors, each sharcholder's secutities will be
purchased at the same price, In most instances the provision requires that aty tender offer made by a third

party be made to all shareholders at the same price.

Fair pricing provisions attempt to limit the "two-tiered" pricing systems ity which the interested party or
would-be acquirer of the company initially offets a. premium for a sufficient number of shares of the
company to garnetr control. Thereafter, an offer at a much lower price is made to the remaining
shareholders who have no choice at all butto accept the offer. The Mwo-tiered" approach is cocreive in that
it makes it easier for an outsider to gain control of a company because 1t provides an incentive to the
shareholder to sell his shates immediately in order to receive the benefits of a higher price per shate and
avoid falling into the second tier, if the offer is successful, The coercive pressures associated with these
offers have caused many states to adopt controlled shate acquisition statutes which restrict this practice by

law,



In theory this type of provision is acceptable standing alone, howevet, given the fact that the practice is in
most aspects prohibited by law, and the fact that Fair Price Provisions ate invariably linked with other anti-
(akeover measures, such as supetmajority voting requirements to approve certain transactions, KRS will
yote against most Fair Price Provisions.

Limiting Shareholders' Right to Call Special Meetings AGAINST
Companies contend that such lim itations are necessary to prevent minotity shareholdets from taking control
of the company's agenda. Howevet, such limits also have anti-takeover implications such as preventing a
shareholder who has acquired a significant stake in the company from forcing management to address the
potential sale of the company. Additionally, a limitation on shareholder action makes it difficult for a latge
shareholder or group of shareholders to use this facility to force management to address {ssuos that may be
ofutgent or utmost importance. Since, in most instances, state law prohibits sharcholders {rom abusing ot
using this facility in certain manners. KRS sees no justifiablo reason for management to eliminate this
facility. KRS will oppose the elimination of this fundamental shareholder right.

Limiting Shareholders' Right to Act by Written Consent AGAINST

Action by written consent enables a large shareholder or group of shateholders of a company to initiate and
yote on corporate matters without having to wait until the date of the next annual meeting, KRS believes
this is a fundamental shaveholder right that is inherent in the concept of stock ownetship and will oppose
any proposals which may limit, S
Supermajority Vote Requitements ' AGAINST
A Supermajority Vote Requirement is a charter o by-law requirement that, when jmplemented, raises the
percentage of shareholder votes needed to approve cettain proposals such as mergers, changes of control, or
_proposals to amend or repeal a portion of the Articles of Incorporation,

Re-ihcorporation . . , AGAINST
For various reasons, a corpotation may choose to reincotporate under the laws of a different state. Their
veasoning may include taxation, the state's General Business Law and the level of corporate experience the
state's coutt may have. Howovet, ina maj ority of instances a re-incorporation proposal has its foundation in
the corpotations's desire to incorporate in ano her state jn order to take advantage of that state's laws
governing cotporations and corpotate control.and the state courts' views in interpreting laws that make it '
more difficult for unsolicited takeovers to occur. In such cases, KRS will oppose proposals for -

reincorporation,

Issuance-of Stock with Unequal Voting Rights - AGAINST

Proposals of this naturc are generally anti-takeover schemes which result in unequal voting rights among
different classes of shareholders, The most frequent proposal of this type is a dual class capitalization plan
which establishes two classes of stock, As an incentive to encourage shateholders to approve plans
designed to concentrate voling power in the hands of insidets, some plans give higher dividends to
shareholders willing to exchange shares with superiot voting rights for shares with inferior voting rights.

~ Unequal voting rights plans are designed to reduce the voting power of existing shareholders and
 concentrate a significant amount of voting power in the hands of management. In the majotity of instances,



they serve as an effective safoguard against hostile takeovers. For these reasons, KRS deems these plans
unaceeptable and in most instances will vote against these proposals.

Elimination of Preemptive Rights : AGAINST
Precmptive Rights allow the shareholders of the compainy to buy newly issued shares before they are

 offered to the public in otder to rotain theit then cutrent percentage of ownetship as well as to avoid
ownership dilution by the issuance of additional stock. KRS believes this is fundamental tight of a
shareholder and barring 4 compelling reason should not be eliminated by management. KRS will oppose
management proposals requesting oliminaing these rights and will support shareholder proposals which
request the restoration of Preemptive Rights.

Submit Company's Shareholder Rights Plan Shareholder Yote FOR *
Most Shareholder Rights Plans (sometitnes called poison pills) permit the shateholdets of a tatrget company
involved in a hostile takeover to acquite shares of that company, the acquiting company, o both, at a
substantial discount once a triggering event occurs. A triggering event is usually a hostile tender offer or
the acquisition by an outside party of a certain percenlage of the company's stock. Since most plans exclude
the hostile bidder-from the purchase, the cffect in most instances, is to dilute the equity interest and the
yoting rights of the potential acquirer once the plan is triggered. Shareholder Rights Plans ate designed to
be so disadvantageous to potential acquiters that mevely their existence could deter possible acquirers from
making a hostile bid. ‘ ’
* KRS will support sharcholdet proposals asking that the company submit their Shareholder Rights
Plan to a shareholder vote. KRS will vote case-by~- case on proposals to completely redeem Rights
Plans,

Anti-Greenmail Proposal : ‘ ‘ FOR
Greenmail payments generally result when a potential hostile acquirer has accumulated a significant
percentage of the company's stock and the company acquites the raider's stock at an aggregate price usually '
above the then cutrent market yalue usvally in exchange for an a greement that the raider would not attempt
to acquire control within a certain number of yeats. The proposal that has been proposed most often to
prevent greenmail is the adoption of chattet amendments severoly limiting the board's ability to acquire
blocks of the company's stock in these situations and at above market prices. KRS will vote in favor of an-
anti-greenmail proposal standing alone provided the proposal has no other management initiated anti-

takeover attributes.

We believe that most decisions ofa policy nature, hav ing either a direct or an indirect offect on the conduct
of business and on corporate profitability should remain management responsibilities. As such, they should
be subject only to their Board of Directot's apptoval; therefore, we would suppott the position taken by

management.




As Adopted by the Investment Commiftee
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Date: b~

Signature:
Mr, Neil P, Ramsey
Chair, Investment Comm
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‘Mr, David

As Adopted g the Board of Trustees

Date: "7.."7/( ¢

Signaturei

Chair, B
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KENTUCKY RETIREMENT SYSTEMS
CONFLICT OF INTEREST AND CONFIDENTIALITY POLICY
[As Amended: September 14, 2017]

TRODUCTION

Adoption of Conflict of Interest and Confldentiality Policy:

pursuant to the provisions of KRS 61.645, the Board of Trustees ("Board") of the Kentucky
Retirement Systems ("KRS"} Is permitted to adopt procedures hecessary to conduct the business of
the Retirement Systems as needed. The law shall control if any Inconsistency exists between the
faw and this policy.

Statement of Conﬂi;ﬁt of Interest and Confidentiality Pollcy:

KRS recognizes the need to malntain the public's confldence and trust In the integrity of KRS
and the Commonwealth of Kentucky. Individuals assoclated with KRS must not engage in activities
that have the potential to become a conflict of Interest with thelr assoclation with KRS. Likewise,
Individuals associated with KRS must not release information about KRS or any of its membetrs that
would breach any duty to protect such information, KRS recognizes the need to establish
procedures to prevent such conflicts or breaches.

purpose:

The purpose of this Conflict of Interest and Confidentiality Policy (“Policy”) is to: a) establish
what individuals are subject to conflict of interest provisions of KRS; b) establish the specific
standards of conduct. with regard to conflict of interest; c) establish standards with regard to the
confidentiality of information; and d) establish procedures for the obtaining of written conflict of
interest statements and confidentiality agreements from certaln individuals.

PROCEDURES REGARDING CONFLICTS OF INTEREST AND CONFIDENTIALITY

section 1: Application of policy

1. This Polley shalil apply to all individuals who have a statutory, contractual or working
relationship with KRS, , ' :
2. Individuals affected by this Policy shall include, but are not limited to:
a. Employees of KRS; |
b. KRSTrustees;
. Independent contractors of KRS; and

d. Vendors and service providers of KRS with whom a contractual obligation to KRS exists.




Section 2: Standards of Conduct Regarding Conflicts of lr\térest

1. Individuals have an obligation to diligently identify, disclose, avoid, and manage conflicts of
interest or potential conflicts of interest. : '

2. potential conflicts of interest exist when an Individual or an individual's family may be
directly or indirectly financially impacted, whether favorably or detrimentally, by a decision
made or considered by KRS in which the ind_ividual participates or would participate. -

3. Individuals and their family members should not enter Into any contract with KRS or any
agency doing business with KRS, for financial gain, apart from ah employment contract,
without full disclosure and satisfactory management of any potential conflict of interest in
accordance with the Executive Branch Code of Ethics provisions, as set forth In KRS Chapter

11A.

.4, Individuals should not be involved In the declsion to hire or in the supetvision of any
membet of theirimmediate family.

5. |ndlviduals should not cohduct business or participate in decisions with a company or
agency in which the individual or family member is employed or s actively seeking
employment. ’

6. Individuals should not accept gifts, loans, gratuities, discounts, favors, hospitality, services,

or other compensation. under circumstances from which it could reasonably be Inferred
that a major purpose of the donor is to influence the individual inthe petformance of thelr

. duties.

7, Individuals must avoid all conduct which in any way might lead the public to believe that
the individual is using his or her position with KRS to further a professional or private
interest.

8. Individuals not covered by the conflict of Interest provisions under KRS Chapter 11A must
not violate any conflict of interest statute or principle by the performance of their duties
with KRS. These individuals must not engage directly or indirectly in any financial or other
transaction with a Trustee or employee of KRS that would violate the standards of the
Executive Branch Ethics provisions, as set forth in KRS Chapter 11A.

Section 3: Standards of Conduct Regarding Confidentiallty

1. Individuals assoclated with KRS may be granted access to confidential Information in the
course of employment, as a KRS Trustee, or within a contractual relationship with KRS.

2. This information may include, but Is not limited to, individual member information,
including but not limited to, Social Security numbers, names, addresses, phone numbers,
birth dates, beneficiaries, health Insurance information, Personal identification Numbers
(PIN), as well as documents, records, programs, files, sclentlfic or technical information, or
other information made avallable to individuals for purposes of completing their obligations
to KRS. ’ , :




3. These individuals have a duty to keep confidential the [nformatlon to which they are
granted access as aresult of their assoclation with KRS. - , :

4. KRS and thesé individuals shall also recognize that confidential membet Information is
- protected under KRS 61.661.

Section 4: Written Statements of Conflict of Interest and Confidentiality

1. Conflict of Interest (KRS Trustees and Employees): On an annual basis, the Executive
Director, Executive Director Office of Investments, Executive Director Office of Operations,
Executive Director Office of Benefits, Executive Director Office of Legal Services, Executive
Advisor, all employees of the Division of Investments and Investment Operations, General
Counsel(s), all Division Directors, and all KRS Trustees shall file a written conflict of interest
statement on the form(s) provided by KRS and approved by the Board of Trustees.

7. Conflict of Interest (Contractors; Vendors; Service providers): All independent contractors,
vendors and service providers of KRS shall file a written conflict of interest statement on the
form(s) provided by KRS and approved by the Board of Trustees, which shall remain

 effective during the term of their relationship with KRS and thereafter.

3, Confidentiality Agreement (Contractors; Vendars: Service Providers): Upon proposal for
contract that requires the exchange or disclosure of confidential KRS information, the
contractor, vendor or setvice provider making the proposal shall file a written
confidentiality agreement on a form provided by KRS and approved by the Board of
Trustees. The confldentiality agreement may be amended to conform to specific needs of
the proposed contract as well as theindividual contractor, vendor or service provider.

4. Conflict of Interest and Confidentiality: Other individuals or entities covered by this Policy
may also be requested to file a written conflict of Interest or confldentiality statement as
needed or requested by the Board, ‘

Individuals or entitles covered by this Policy who abstain from involvement in an official KRS
‘decision because of personal or private interests must disclose that fact. KRS employees,
contractors, vendors and service providers must disclose the conflict In writing to KRS
Executive Director or his or her designee. KRS Trustees who abstain from an official KRS
declsion because of personal or private interests shall disclose that fact in the minutes for the
meeting where the recusal or abstentionoccurs. »

Section 5¢ Violatlons of Conflict of Interest and Confidentiality Policy

1, Any person who suspects that an employee of KRS, a member of the Board of Trustees of KRS,
or a contractor, vendor or service provider has violated the Kentucky Retirement Systems’
Conflict of Interest and Confidentiality Policy, the Bylaws, or any Board policy, may file a
complaint in writing with the Board.

2. The written complaint shall be In the form of a letter addressed to the Chalr of the Board, or if
the complalnt is about the Chalr of the Board, the complaint shall be addressed to the Vice Chair
of the Board. A complaint may be filed anonymously. Employees of KRS filing a complalnt may
be protected by the Kentucky Whistleblower Statute, KRS 61,102, :




A complaint shall include the name of the person or organizatioh against whom the complaint is
made and include a detalled description of the alleged violation including the time, date, and
place, if known. The person should attach to the complaint all evidence in his or her possession
regarding the alleged violation,

If the complaint is against an employee of KRS (other than the Executive Director, the Internal -
Auditor, or the Executive Director Office of Investments) the complaint shall be forwarded to
the Executlve Ditector (of delegate) for Investigation, of in the discretion of the Executive
Director (or delegate) may be referred to the Executive Branch Ethics Branch; If the alleged
violation is found to be true by the Executive Director (or delegate), the employee shall be
disciplined as procedures astablished by the personnel Cabinet policles.

If the complaint s against a contractor, vendor or service provider of KRS, the complaint shall be
forwarded to the Executive Director for investigation. If the alleged violation is found to be true,
any action taken shall be consistent with the contract between KRS and the contractor, vendor
or service providet. .

If the complaint is against (i) a member of the Board of Trustees, (i} the Executive Director, (i)
the Internal Auditor, or (iv) the Executive Director Office of Investments, the Chair shall, in
consultation with the Board: (A} appoint an ad hoc special committee (“special Committee”) in
accordance with the Bylaws of the Board, to investigate the complaint and report its conclusions
and recommendations to the Board, ot (B} if the complaint alleges a violation of the Executive
granch Code of Ethics (KRS Chapter 11A), refer the complaint to the Executive Branch Ethics
Commission (KRS 11A.060), the Kentucky Attorney General or other appropriate entity.

Upon appointment of a Special Committee, the Chairman of the Board shall appoint a Chair of
the Special Comfnittee and designate other Board members (which shall be not less than three
(3) nor more than seven (7) members, including the Chair of the Speclal Committee). The Chair
of the Special Committee shall forward the complaint to the person against whom the complaint
is made. The person may file a written response to the complaint, which should include all
evidence in his ot her possession regarding the alleged violation,

The- Special Committee shall determine how the investigation of the complaint Is to proceed;
provided that the investigation and any information gathered in the course of investigation shall
be conducted and maintained on a confidential basis, The Special Committee may assign staff to
investigate the alleged violation or may engage a third party to Investigate the alleged vlolation,
Information shall he deemed confidential If it Is not subject to public disclosure pursuant to the
Kentucky Open Records Act, KRS 61.872 to 61.884, at thé time of Its disclosure or use.

If the result of the investigation indicates that the facts are not sufficient to constitute a
violation of this (or other applicable) Pollcy, the Special Committee shall Immediately terminate
the Investigation and report its determination and recommendatlons to the Board of Trustees.
If the Board decides to take no action, the Special Committee shall prepare an explanation of
the decision to take no action and shall maintain a copy of the complaint and the explanation in
a confidential file. A copy of the explanation shall he sent to the person agalnst whom the
allegations were made and no further disclosure shall be made,




10. If the results of the investigation indicate that thete is cause to believe that a violation of this {or

11.
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other applicable) Policy has occurted, the Speclal Committee shall repott its determination to
the Board for its consideration at the next regular or special Board meeting. The Board
discussion of the allegations and the report of the Special Committee, including any proposed
disciplinary action, shall be conducted in closed session pursuant to KRS 61.810(f). The decision
regarding disciplinary action shall be made In open session as required by KRS 61.815(l)(c).

If the Executlve Director, the Internal Auditor, or the Executive Director Office of Investments is
found to have violated this {or other applicable) Policy, the Board may impose one of the
following disciplinary actionst ‘

a. Verbal Reprimand;
b Written reprimand, which will be added to the minutes and placed In the personnel file
of the Executive Directot, Internal Auditor, ot Executive Director Office of Investments;
C. Suspension without pay for a period of time; of

d. Termination of employment,

The determination that the Executive Director, the Internal Auditor, or the Executlve Director
Office of Investments violated this (or other applicable) Policy shall require a vote of two-thirds
(2/3) of the total membership of the Board. The Executive Director, the Internal Auditor and the .
Executive Director Office of Investments shall not have the right to appeal to the Kentucky
personnel Board.

If a member of the Board of Trustees is found to have violated this (or other applicable) Policy,
the Board may Impose any or all of the following disciplinary actions:

a Remove the member of the Board from any or all committees of the Board to which the
member is assigned;

b. ~ Verbal public reprimand; and/or

¢, Written public reprimand.

The determination that a member of the Board violated this {or other applicable) Policy shall
require a vote of two-thirds (2/3) of the total membership of the Board.. If there are not
sufficlent members of the Board present at a meeting, the Chair may pass the matter to the next

~ regular or special meeting of the Board.
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if KRS becomes aware of violations of its Conflict of Interest and Confidentiality Policy, no
provision of this (or other applicable) Policy shall be Interpreted to limit KRS' remedies provided
pursuant to the terms of an applicable contract, and by State or Federal Law,




ETHICS AND CONFIDENTIALITY

Individuals as set forth above shall conform to the Executive Branch Code of Ethics with
regard to conflicts of interests as set forthin KRS Chapter 11A. individuals as set forth above shall
conform to the confidentiality requirements of KRS 61.661.

CERTIFICATION

pSA AR AA A

We, the Chalir of the Board of Trustees and the Executive Director, do each hereby certify
that this Kentucky Retirement systems’ Conflict of Interest and Confidentiality Policy was amended
and made effective by the Board of Trustees on the 14 day of September, 2017, '

Jol L Do N L 7

John B.-Farris Date

aiy}oard of Truste

7 - r/3/1 7
David L, Eager, / Date :
Interl




FXJIBIT B — Conflict of Interest Statement

KENTUCKY RETIREMENT SYSTEMS
CONFLICT OF INTEREST STATEMENT

In consideration of the investment by Kentucky Retirement Systems and Kentucky
Retirement Systems Insurance Trust Fund (collectively, "KRS") in a yehicle ot account
(" Account") managed by Pzena Tnvestment Management, LLC (the "Managet"), the
Manager acknowledges the need to maintain the public’s confidence and trust in the
integrity of KRS and the Commonwealth of Kentucky. [n light of the forgoing, the

Manager agrees to:

+ Diligently identify, disclose, avold and manage conflicts of interest that' may arise
through its relationship with KRS, '

o Conduet activitics with KRS so as not to advance ot protect its own interests or the
private interests of others with whom it has a relationship in a way that is detriinental to
the interests of KRS,

e Conduct its activities in a manner to best promote the interests of KRS, but subject to
the Manager's duty which requires it not to put the interests of one investor ahead of
those of another investor,

. ‘Upon discovery of an actual or potential conflict of interest involving KRS, disclose
quch conflict of interest to KRS and work with KRS in good faith to resolve or mitigate

such conflict.

» Not engage directly or indirectly in any financial or other transactions with a trustee ot
employee of KRS that would violate the standards of the Executive Branch Ethics
provisions as set forth in KRS Chapter 11A, |

Agreed this the 7% day of June, 2019

MANAGER

For itself and on behalf of the Account

o '%@W&M

Name: Joan F, Berger
. Title:  Genetal Counsel

* (Rev. Feb 2018) .




