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Ohio Public Employees Retirement System

JPERS

September 9, 2009

The Honorable Todd Book, Chair

The Honorable Kirk Schuring, Vice Chair
Ohio Retirement Study Council

88 E. Broad Street, Suite 1175
Columbus, OH 43215-3506

Dear Chairman Book and Vice Chairman Schuring:

We are pleased to let you know that OPERS has prepared the required annual reporting
materials regarding the use of Ohio-qualified agents and investment managers pursuant
to the Ohio Revised Code.

The enclosed documents (comparing reporting periods July 1, 2008 to June 30, 2009,
and the baseline period of July 1, 2003 to June 30, 2004) represent the efforts taken by
OPERS individually and by the Ohio retirement systems over the past year to use Ohio-
qualified agents and investment managers and report those results to you.

If you have any questions, please do not hesitate to contact me.

Sincerely,

i, by

Chris DeRose
Executive Director

c: Members of the Ohio Retirement Study Council
Aristotle Hutras, Director, Ohio Retirement Study Council
OPERS Board of Trustees
File
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Executive Summary

In response to Substitute Senate Bill 133, the five Ohio retirement systems developed common
procedures to recruit, document and report the use of Ohio-qualified agents and Ohio-qualified

managers.

The systems collaboratively developed forms to certify Ohio-qualified agents (Tab 1) and Ohio-
qualified managers (Tab 2). The certification processes the Ohio retirement systems used for
Ohio-qualified agents and Ohio-qualified managers are outlined in Tab 1 and Tab 2,
respectively. In addition, information regarding new reporting and registration requirements is
available on the Ohio Public Employees Retirement System’s (OPERS) Website (Tab 4).

The following section highlights results for the current period (July 1, 2008 to June 30, 2009) to
the baseline period (July 1, 2003 to June 30, 2004):

¢ Ohio-Qualified U.S. Equity Brokers (see Exhibits 6a and 6b)

O

O
O
O

Increase in dollars traded to $10.82 billion from $3.47 billion

Decrease in the percentage of total dollars traded to 43.08% from 44.34%

Increase in dollar amount of commissions paid to $7.94 million from $3.45 million
Increase in the percentage of total commissions paid to 40.21% from 37.80%

¢ Ohio-Qualified Minority U.S. Equity Brokers (see Exhibits 6a and 6b)

O
O

Decrease in dollars traded to $0.0 million from $1.58 million
Decrease in the percentage of total dollars traded to 0.00% from 0.02%

° Ohio-Qualified U.S. Fixed-Income Brokers (see Exhibit 6¢ and 6d)

O
6]

Increase in dollars traded to $18.75 billion from $6.71 billion
Increase in the percentage of total dollars traded to 39.24% from 20.85%

© Ohio-Qualified Managers (see Exhibit 6e and 6f)

o
©]

O

Decrease in dollars under management to $2.47 billion from $3.23 billion

Decrease in the percentage of dollars under management as a percent of all externally
managed assets to 10.29% from 15.49%

Decrease in the percentage of dollars under management as a percent of total fund
assets t0 4.09% from 5.38%

Increase in dollar amount of fees paid to $11.67 million from $7.8 million

Decrease in the percentage of total fees paid to 10.57% from 14.18%



Ohio-Qualified Agent Certification Process

The Ohio Public Employees Retirement System (OPERS) is responsible for
maintaining documentation of Ohio-Qualified Agents and Ohio-Qualified Minority-
Owned Agents that have completed and submitted an Ohio-Qualified Agent
Certification to OPERS.

The certification establishes that the agent meets the Ohio-Qualified Agent and/or the
Ohio-Qualified Minority-Owned Agent statutory criteria mandated under Ohio law,
R. C. 145.114,742.114, 3307.152, 3309.157 and 5505.068.

Agents are required to submit annual certifications.
OPERS contacts (via letter, email, and/or telephone) agents who have filed
certifications in the prior year but have not completed a certification for the current

period.

The Ohio Retirement Systems Ohio-Qualified Agents Listing is posted to the OPERS
website (www.OPERS.org).

Each of the Ohio retirement systems access the website, which is periodically
updated, to determine if a particular agent is certified as an Ohio-Qualified Agent.



Ohio Retirement Systems
Ohio-Qualified Agent Certification

General Information

Under Ohio law, R. C. 145.114, 742.114, 3307.152, 3309.157, and 5505.068, each Ohio retirement system is
required to:

1. Establish a policy with the goal to increase the use of Ohio-qualified agents for the execution of
domestic equity and fixed income trades when an Ohio-qualified agent offers quality, services, and
safety comparable to other agents otherwise available to the systems and meets certain criteria;

2. Adopt a policy to establish criteria and procedures used to select agents to execute securities

transactions;

Designate an agent as an Ohio-qualified agent if the agent meets certain criteria; and,

4. Make certain reports to the Ohio Retirement Study Council concerning Ohio-qualified agents and
minority business enterprises.

(%)

Each retirement system’s policy may be viewed on its web site.
The statutory criteria for an Ohio-qualified agent are that the agent:

1. Is subject to taxation under R.C. Chapter 5725 (financial institutions and insurance), 5733
(corporation franchise tax), or 5747 (income tax);

2. Is authorized to conduct business in Ohio;
3. Maintains a principal place of business in Ohio and employs at least five Ohio residents; and,
4. Is alicensed dealer under Ohio securities laws or comparable laws of another state or the U.S.

“Principal place of business" means an office in which the agent regularly provides securities or
investment advisory services and solicits, meets with, or otherwise communicates with clients.

“Dealer” means every person, other than a salesperson, who engages or professes to engage, in Ohio, for
either all or part of the person's time, directly or indirectly, either in the business of the sale of securities
for the person's own account, or in the business of the purchase or sale of securities for the account of
others in the reasonable expectation of receiving a commission, fee, or other remuneration as a result of
engaging in the purchase and sale of securities. "Dealer" does not mean any of the following:

(a) Any issuer, including any officer, director, employee, or trustee of, or member or manager of, or
partner in, or any general partner of, any issuer, that sells, offers for sale, or does any act in furtherance
of the sale of a security that represents an economic interest in that issuer, provided no commission, fee,
or other similar remuneration is paid to or received by the issuer for the sale;

(b) Any licensed attorney, public accountant, or firm of such attorneys or accountants, whose activities
are incidental to the practice of the attorney's, accountant's, or firm's profession;

(c) Any person that, for the account of others, engages in the purchase or sale of securities that are
issued and outstanding before such purchase and sale, if a majority or more of the equity interest of an
issuer is sold in that transaction, and if, in the case of a corporation, the securities sold in that transaction
represent a majority or more of the voting power of the corporation in the election of directors;
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(d) Any person that brings an issuer together with a potential investor and whose compensation is not
directly or indirectly based on the sale of any securities by the issuer to the investor;

(e) Any bank;

() Any person that the division of securities, by rule, exempts as a dealer. Ohio securities licensing
laws may be found in R.C. Sections 1701.01 through 1701.45.

A minority business enterprise is defined under Ohio law as an individual who:

1. Is a United States citizen
2. Owns and controls a business, a partnership, corporation, or joint venture of any kind that is owned
and controlled by United States citizens, who:
a. Are residents of Ohio, and
b. Are members of one of the following economically disadvantaged groups: Blacks or African
Americans, American Indians, Hispanics or Latinos, and Asians.

"Owned and controlled” means that at least fifty-one per cent of the business, including corporate stock
if a corporation, is owned by persons who belong to one or more of the groups listed above. These
owners must have control over the management and day-to-day operations of the business and an
interest in the capital, assets, and profits and losses of the business proportionate to their percentage of
ownership. In addition, the business must have been owned and controlled by those persons at least one
year prior to being awarded a contract.

You may obtain additional and/or current copies of this form, lists of Ohio-qualified agents and minority
business enterprises, and information on use of agents by contacting each system or viewing its web site.

In order to comply with Ohio law, the retirement system requests that your firm submit this certification.

Instructions (This form may be duplicated)
1. Complete, sign and return an original of this form to the:

Ohio Public Employees Retirement System of Ohio (OPERS)
Attn: Roger Fox, Investment Administration Manager
277 East Town Street Columbus, Ohio 43215-4642

WWW.O0PErS.org

Returning this form to OPERS will serve as filing for all five state retirement systems. The other retirement
systems are:

School Employees Retirement System, www.ohsers.org

State Teachers Retirement System of Ohio, www.strsoh.org

Ohio Police and Fire Pension Fund, www.op-f.org
Ohio State Highway Patrol Retirement System, www.ohprs.org.

2. A new, completed form must be submitted by June 30th each year, or when information on a previously
filed form changes.
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Certification
I Firm Information

Firm name:

Street address:

City, State and Zip Code:
Contact person’s name:
Telephone number:
E-mail address:

IL Agent Information

I certify that the firm is (mark each that applies):

] An Ohio-qualified agent because all of the following conditions are met:

e Subject to taxation under R.C. Chapter 5725 (financial institutions and insurance companies),
5733 (corporation franchise tax), or 5747 (income tax);

e s authorized to conduct business in Ohio;
¢ Maintains a principal place of business in Ohio and employs at least five Ohio residents; and,

® Is a licensed dealer under Ohio securities laws or comparable laws of another state or the U.S.

O a minority business enterprise as defined by Ohio law and described on page 2.

IIL Signature
1, the undersigned, state that:

1. Thave read and completed the above Certification;
. I'am authorized to execute this Certification on behalf of the firm;

3. Icertify the information provided in this Certification is complete and true to the best of my knowledge and
belief;

4. Icertify that if any information in this Certification changes, the firm will submit a new Certification;

I'understand that completion and submission of this Certification does not obligate any Ohio retirement

system to enter into any contract with the firm; and,

6. Iunderstand that if any information provided on this form is false, any offer of a contract may be withdrawn,
or any contract entered into may be terminated without any penalty to the retirement system.

hd

By: Signature

Printed Name

Title
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Ohio Retirement Systems Ohio-Qualified Agent Listing
For the Reporting Period July 1, 2008 to June 30, 2009

Brokerage Firm

Contact Name

Minority Business Enterprise?

Ambherst Securities Group, L.P. Michael Talabach No
Baker & Co., Incorporated Melissa Henahan No
Bartlett & Co. (Subsidiary of Legg Mason, Inc.) Laura Humphrey No
Broadpoint Securities, Inc. John Macklin No
Capital City Securities, LLC Robert Corgin No
Citigroup Global Markets Inc. (Smith Barney Inc.) Marilyn Clark No
Cowen And Company, LLC Allen Gerard No
FTN Equity Capital Markets Corp. Robert Curtin No
Horwitz & Associates, Inc. (Fairway Securities) Virginia Hayes No
Huntington Investment Company (The) Steve Conn No
Independence Capital Co., Inc. David W. Toetz No
International Strategy & Investment Group Inc. Kim-Marie Hasson No
J.P. Morgan Securities, Inc. Peter Bachmore No
Keefe Bruyette & Woods, Inc. Craig Gingold No
KeyBanc Capital Markets Inc. Lara DeLeone No
Longbow Securities, LLC Matthew Griswold No
Merrill Lynch, Pierce, Fenner & Smith Incorporated Jennifer Gentile No
Morgan Stanley & Co. Incorporated Paul Fitzgerald No
Oppenheimer & Co. Inc. Dennis McNamara No
Pacific American Securities, LLC McCullough Williams, 111 No
Raymond James & Associates, Inc. John Walsh No
RBC Capital Markets Corporation David Stuczynski No
Robert W. Baird & Co., Inc. Matt Tumer No
SBK-Brooks Investment Corp. Eric Small Yes
Soleil Securities Corporation Mary Owen No
Stifel, Nicholaus & Company Inc. Kevin Kaiser No
U.S. Discount Brokerage, Inc. (U.S. Brokerage, Inc.) Gregory Randall No
UBS Securities LLC Peter Reed No
Wedbush Morgan Securities Inc. Jeff Hettinger No
Wells Fargo Advisors, LLC Dan Tapia No
Western International Securities, Inc. (Voyager Institutional Services, LLC) Dianne Iannarino No




Development of the Ohio-Qualified Manager List

The Ohio pension funds jointly designed the Ohio-qualified Manager Certification
Form.

The Form included criteria from SB133 necessary to qualify as an Ohio-qualified
manager, instructions for completing the Form, and mailing instructions.

SERS agreed to maintain the official list of Ohio-qualified Managers for all of the
Ohio pension funds.

A Notice was placed in the January 10, 2005 edition of Pensions & Investments
announcing the availability of the Certification Form.

SERS mailed copies of the Certification Form to each of the Investment
Managers currently retained by any of the Ohio pension funds.

Additionally, SERS also mailed copies of the Certification Form to firms who had
expressed an interest in receiving the Form.

Each of the Ohio pension funds posted a copy of the Certification Form on their
respective websites.

SERS collected all of the returned Certification Forms and compiled a list of
Ohio-qualified Managers.

The Ohio-qualified Manager list is used to report utilization to ORSC annually.
Currently, there are 68 firms on the Ohio-qualified Manager list.

The Certification Forms remain on each of the Ohio pension fund websites and
additional managers can complete the Forms and become qualified at any time.

Annually in June, each manager is required to certify that they continue to meet
the criteria necessary to qualify as an Ohio-qualified manager.



Ohio Retirement Systems
Ohio-Qualified Manager Certification

General Information

Under Ohio law, R. C. 145.116, 742.116, 3307.154, 3309.159, and 5505.0610, each Ohio retirement
system is required to:

1. Establish a policy with the goal to increase the use of Ohio-qualified investment managers
when an Ohio-qualified investment manager offers quality, services, and safety comparable
to other investment managers otherwise available to the systems and meets certain criteria;

2. Designate an investment manager as an Ohio-qualified investment manager if the investment
manager meets certain criteria;

3. Develop a list of Ohio-qualified investment managers and their investment products;

4. Make certain reports to the Ohio Retirement Study Council concerning Ohio-qualified
investment managers,; and,

5. Give public notice to Ohio-qualified investment managers of a search for a system investment
manager.

Each retirement system’s policy may be viewed on its web site.

The legal criteria for an Ohio-qualified manager are that the manager, and/or a parent, affiliate or
subsidiary:

1. Is subject to taxation under R.C. Chapter 5725 (financial institutions and insurance
companies), 5733 (corporation franchise tax), or 5747 (income tax), and
2. Meets one of the following:
a. maintains its corporate headquarters or principal place of business in Ohio, or
b. employs at least 500 individuals in Ohio, or
¢. maintains a principal place of business in Ohio and employs at least 20 Ohio residents.

“Principal place of business in the State of Ohio” means an office in Ohio in which the investment
manager regularly provides securities or investment advisory services and solicits, meets with, or
otherwise communicates with clients.

A minority business enterprise is defined under Ohio law as an individual who:

1. Is a United States citizen
2. Owns and controls a business, a partnership, corporation, or joint venture of any kind that is
owned and controlied by United States citizens, who:
a. Are residents of Ohio, and
b. Are members of one of the following economically disadvantaged groups:
Blacks or African Americans, American Indians, Hispanics or Latinos, and Asians.

"Owned and controlled" means that at least fifty-one per cent of the business, including corporate
stock if a corporation, is owned by persons who belong to one or more of the groups listed above.
These owners must have control over the management and day-to-day operations of the
business and an interest in the capital, assets, and profits and losses of the business
proportionate to their percentage of ownership. In addition, the business must have been owned
and controlled by those persons at least one year prior to being awarded a contract.

You may obtain additional and/or current copies of this form, lists of Ohio-qualified managers, and
information on any investment manager searches by contacting each system or viewing its web site.

In order to comply with Ohio law, the retirement system requests that your firm submit this certification.

s
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Instructions (This form may be duplicated.)

1. Complete, sign and return an original of this form only to the:

School Employees Retirement System of Ohio (SERS)
Attn: Investment Department, 300 East Broad Street Suite 100 Columbus, Ohio 43215-3746

www.ohsers.org

Returning this form to SERS will serve as filing for all five state retirement systems. The other
retirement systems are:

Ohio Public Employees Retirement System, www.opers.org
State Teachers Retirement System of Ohio, www.strsoh.org
Ohio Police and Fire Pension Fund, www.op-f.org

Ohio State Highway Patrol Retirement System, www.ohprs.org

2. If additional pages are needed to complete the information, each page must be attached and
numbered.

3. A new completed form must be submitted by June 30n each year, or when information on a
previously filed form changes.

Certification
l. Firm Information

Firm name;

Street address:

City, State and Zip Code:

Contact person’s name:

Telephone number:

Fax number:

E-mail address:

. Manager Information

I certify that the firm is an Ohio-Qualified Investment Manager because the following
conditions are met (mark each that applies):

O Subject to taxation under R.C. Chapter 5725 (financial institutions and insurance companies),
5733 (corporation franchise tax), or 5747 (income tax), [REQUIRED)}, and,

Meets one of the following (mark each that applies):

[J Maintains its corporate headquarters or principal place of business in Ohio.

[] Employs at least 500 individuals in Ohio.

[ Maintains a principal place of business in Ohio and employs at least 20 Ohio residents.

For informational purposes (mark if applies):
Wy minority business enterprise as defined by Ohio law and described on page 1.

Page 20f 3 Version 5.0, 06/01/2009



Product Information

Firm Products Years of Track Record Assets under Management

IV. Signature

I, the undersigned, state that:

1.
2.
3

By:

| have read and completed the =~ove Certification;

| am authorized to execute this  tification on behalf of the firm;

I certify that the information provided in this Certification is complete and true to the best of my
knowledge and belief;

I certify that if any information in this Certification changes, the firm will submit a new Certification:
I understand that completion and submission of this Certification does not obligate any Ohio
retirement system to enter into any contract with the firm; and,

I understand that if any information provided on this form is false any offer of a contract may be
withdrawn, or any contract entered into may be terminated without any penalty to the retirement
system.

Signature

Printed Name

Title

Page 30of 3 Version 5.0, 06/01/2009



Ohio Retirement Systems
Ohio-Qualified Manager Listing
At Some Point During the Period July 1, 2008 - June 30 - 2009

Company Contact City State
1| |AFA Financial Don Schmidt North Royalton [OH
2| |Allegiant Asset Management Company David J. Gorny Cleveland OH
3| |AllianceBernstein Vicki Fuller New York NY
4| |Andrews Advisors Inc. Michael Andrews Akron OH
5| |Apex Capital Management Jan Terbrueggen Dayton OH
6| |Athenian Venture Partners William E. Tanner Athens OH
7| |Bahl & Gaynor Investment Counsel Matthew McCormick |Cincinnati OH
8| |Berlin Financial, Ltd. Jennifer Berlin Ctleveland OH
9| |BlackRock Financial Management, Inc. John Massad New York NY

10| [Blue Chip Venture Company Steve Engelbrecht Cincinnati OH
11| |Blue Point Capital Partners David Given Cleveland OH
12| |Bowling Portfolio Management Kathleen Wayner Cincinnati OH
13| |Boyd Watterson Asset Management, LLC Susan Simi Cleveland OH
14| |Brantley Partners Robert Pinkas Beachwood OH
15| |Broadleaf Partners, LLC Jeff Travis Hudson OH
16] |Butler, Wick & Co., Inc. William Batcheller Youngstown OH
17| |Capital Works, LLC Katy Speer Cleveland OH
18| |Charles Schwab Investment Management Mark Valentine Richfield OH
19| |CID Capital Ann Cicciarelli Indianapolis IN

20| |Cleveland Capital Management LLC Wade Massad Rocky River OH
21| |Custer Management, Inc. dba Level Partners Martha Kashner New Albany OH
22| |Dayton Development Coalition Christina Howard Dayton OH
23| |Dean Investment Associates, LLC Tami Butcher Dayton OH
24| | Diamond Hill Capital Management, Inc. Scott Stapleton Columbus OH
25| |Elessar Investment Management LLC Rick Giesen Cleveland OH
26| |Eubel, Brady & Suttman Asset Management William Haze! Dayton OH
27| |Faubel Financial Group Roger Faubel Youngstown OH
28| |Fidelity Investments Kathieen Mahar Boston MA
29| |First Fiduciary Investment Counsel, Inc. Mary Anderson Cleveland OH
30] |Fort Washington Investment Advisors, Inc. Michele Hawkins Cincinnati OH
31| |Foundation Medical Partners Lee R. Wrubel, M.D. |Rowayton CT
32| |Goode Investment Management, Inc. Bruce T. Goode Cleveland OH
33| |Harloff Capital Management Dr. Gary J. Harloff Westlake OoH
34| (Isabella Capital LLC Margaret Wyant Cincinnati OH
35| |J.P. Morgan Investment Management, Inc. Deborah Glover New York NY
36| |James Investment Research Jeffrey Batties Xenia OH
37| |JDM Market Counsel Erick Zanner Columbus OH
38| |Johnson Investment Counsel Jason Jackman Cincinnati OH
39| {Kirtland Capital Partners Michael DeGrandis Beachwood OH
40| [LanderNorth Asset Management, LLC Jack Gecovich Beachwood OH
41| (Linsalata Capital Partners Stephen Perry Cleveland OH
42| |Manning & Napier Advisors, Inc. Charles Stamey Dublin OH
43| |Mayfield & Robinson, Inc. (River Cities Capital Funds) Daniel Fleming Cincinnati OH
44| IMCM Capital Partners Kevin Hayes Beachwood OH
45| [Meeder Financial David Ricci Dublin OH
46| |Mench Financial, Inc. Thomas Mench Cincinnati OH
47{ |Morgan Stanley Investment Management, Inc. Teresa E. Martini New York NY
48| |Morganthaler Venture Partners Theodore Laufik Cleveland OH
49| |New York Life Investment Management LLC (NYLIM) Mark Gomez Parsippany NJ

50| |Opus Capital Management, inc. Jakki Haussler Cincinnati OH
51{ |Peppertree Partners, LLC Joseph Michael Cleveland OH
52| |Primus Venture Partners Dominic Offredo Cleveland OH
53| |Renaissance Investment Management Paul Radomski Cincinnati OH
54| |Reservoir Venture Partners Curtis Crocker Columbus OH
55| |Riverpoint Capital Mangement Investment Advisors Catherine Ellsworth  [Cincinnati OH
56| {Robert W. Baird & Co., Inc. Michael Perrini Columbus OH
57| [RockBridge Capital, LLC Brett Alexander Columbus OH
58| |Sovereign Asset Management Donald Sazdanoff Mansfield OH
59| [Summit investment Partners David Mazza Cincinnati OH
60| [Sunbridge Partners, Inc. John Gannon Beachwood OH
61| |The Investlinc Group, LLC Robert W. Williams Chagrin Falls OH
62| | The Riverside Company Béla Schwartz Cleveland OH
63| |Tillar-Wenstrup Advisors, LLC Stephen Wenstrup Dayton OH
64| |Trend Dynamics inc. Douglas Lukcso Beachwood OH
65| | Triathion Medical Ventures, LLC John Rice Cincinnati OH
66/ |Victory Capital Management Inc. Mark Summers Cleveland OH
67| {Western Asset Management Co. Joseph Carieri Pasadena CA
68| [Winfield Associates William Baker Cleveland OH
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Streaming video,
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and more — all at the
click of your mouse!
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- Employment Resources
+ OPERS Online

» Contact OPERS

Welcome to Ohio PERS

— Your trusted retirement partner

About OPERS

Sclect a Section; >
Home > About > Vendor
Vendor Opportunities

OPERS procures goods and services using Request for Proposals (RFP), Request for Quotes
(RFQ), Request for Information (RF!) and other such competitive models. Valid responses must be
submitted to OPERS by the specified submission date. Submission procedures and procurement
details for each opportunity can be reviewed by clicking on the document label.

Ohio law requires that business entities entering into contracts with OPERS in an annual aggregate
amount greater than $100,000 must complete a Declaration Regarding Material

Assistance/Nor tance to a Terrorist Organization (DMA). The DMA certifies that the applicants
have not provided material assistance to any terrorist organization listed on the Terrorist Exclusion

List (TEL).

Copies of the DMAs and the current TEL are available at the Ohio Homeland Security Web site 8.
Certain investment transactions/contracts are exempt from this requirement.

August 31, 2009
4 p.m. EST

Transition Management Services

OPERS seeks {o obtain information to identify qualified transition management providers. Selected
candidates will be placed in a pool for the purpose of bidding on future, but currently unidentified
transitions.

< View RFI; Transition Management Services
L

How to Do Business With OPERS Investments
<) - It .

Broker Services

*  Qhio-Qualified Agent Listing &
' Qhio Retirement Systems Ohio-Qualified Agent Certification B

Investment Management Services

' Qhio-Qualified Manager Listing B
' Ohio Retirement Systems Ohig-Qualified Manager Certification B

Investments Material for Brokers

' Broker Questionnaire Document (Word)
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Privacy Policy & Disclaimer

User Guide
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Advanced Search | Search Tips
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News Releases

Attorney General'Announces $115
Million Settlement With Former.
CEO Greenberg & Others in AIG

Llawsuit

Shafer Appointed Interim Director,
of Investments

State Budget Passed Without Cut
to OPERS Contribution Rate

Ohio Public Pension Funds'among
Lead PlaintiffiGroup in Lawsuit
Against Bank of America

View all News ©'
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OPERS Ethics Policy: Gifts from Vendors are Prohibited
OPERS is committed to high standards of ethical practice. OPERS staff and Board members are

subject to certain restrictions under Ohio ethics laws. We take these laws very seriously and work

hard to assure compliance.

OPERS also has its own stringent ethics policy . A portion of the policy prohibits anyone currently

doing business, seeking to do business, or interested in other matters pertaining to OPERS from

providing OPERS employees and Board members anything of value, including gifts, entertainment,

travel, meals or lodging.

We conduct periodic audits to assure compliance with our policies, and we appreciate the
cooperation and understanding of all our business partners.

Public Records Request Policy

OPERS receives public record requests from a variety of sources; including requests from the
public, news media and govemmental agencies. This policy establishes OPERS guidelines for
compliance with Ohio's Public Records Act.

< View; Public Records Reguest Policy

House Bill 98
< View: OPERS Model Sub. House Bill 98 Language Instructions
< View: R aditional Pensi 3

ew: Model HB98 Language f
Plan
< View; Model HB98 Language for OPERS Combined Plan
< View: Model HBI98 Language for QPERS Money Purchase Annuity
< View: Model HB98 Language for OPERS Additional Annuity
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Welcome to Ohio PERS

OPERS — Your trusted retirement partner.
OPERS New Medial

Streaming video,
electronic newsletters
and more — all at the

click of your mouse!

MY ACCOUNT

Careers  Contact Us
g 1

About OPERS
Sclect a Section:

Home > About > Legal
Reporting & Registration

The operation of the Ohio public pension plans is governed by specific statutes under Ohio law.
These can be found in Chapters 101*, 102, 145, 742, 3307, 3309 and 5505 of the Ohio Revised
Code.

> Members e Employers | > Retirees. > About-OPERS

About OPERS
« Legal
> Reporting & Registration

Persons/entities doing business, or seeking to do business, with any of the Ohio public pension
plans or making campaign contributions to, or on behalf of, a Board member or candidate for a
Board position are governed by, and may be required to register or file reports with, the Joint

Legislative Ethics Committee, the Ohio Ethics Commission and/or the Ohio Secretary of State.

> Privacy Policy & Disclaimer
> Secure E-mall Policy

> Forms
The Ohio public pension plans cannot provide guidance about these requirements. To determine if

> Links these provisions apply to you, please contact the following agencies:

Joint Legislative Ethics Committee
50 West Broad Street, Suite 1308

Columbus, Ohio 43215
614-728-5100

« History & Background
« Membership

« Board of Trustees

Ohio Ethics Commission

8 East Long Street, 10th Floor
Columbus, Ohio 43215
614-466-7090

« Government Relations

» Corporate Governance

» Investments Ohio Secretary of State
30 East Broad Street, 14th Floor
« Finance Columbus, Ohio 43266

614-466-4980
« Vendor Opportunities

The Ohio public pension plans advocate full compliance with all applicable laws, registration and
reporting requirements. The duty to comply, and to register or report as applicable, is the sole
responsibility of the individual or entity conducting the activities described above.

« Employment Resources

« OPERS Online
R.C.101.97

« Contact OPERS Contingent compensation agreements are prohibited. This is an incentive compensation plan.
(A) Except as provided in division (B) of this section, no person shall engage any person to
influence retirement system decisions or conduct retirement system lobbying activity for
compensation that is contingent in any way on the outcome of a retirement system decision
and no person shall accept any engagement to influence retirement system decisions or
conduct retirement system lobbying activity for compensation that is contingent in any way on
the outcome of a retirement system decision.

(B) Division (A) of this section does not prohibit and shall not be construed to prohibit any
person from compensating the person's sales employees pursuant to an incentive
compensation plan, such as commission sales, if the incentive compensation plan is the same
plan used to compensate similarly situated sales employees who are not retirement system
lobbyists.

Note: According to Section 101.97 of the Ohio Revised Code, (see befow) third party marketing fees are
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JPERS

OHIO PUBLIC EMPLOYEES RETIREMENT SYSTEM

Broker Review Committee
Charter

Purpose

The purpose of the Broker Review Committee (the ‘Committee’) is to:

[

Evaluate and determine if a broker satisfies the criteria outlined in OPERS
Broker-Dealer Policy.

Regularly review and propose updates to the Broker-Dealer Policy for
OPERS Board approval.

Membership

-}

The Committee will consist, at minimum, of three senior staff members
that will be appointed by the Director of Investments. The Director of
Investments will designate one of the members to act as the Chairman.

Duties and Responsibilities

The Committee shall meet approximately quarterly, and at such other
times as necessaty.

A quorum of the Committee shall be declared when a majority of the
appointed members are in attendance.

The date, time, and venue of each meeting of the Committee will be
determined by the Chairman.

The Committee may extend an invitation to any person to attend all, or
part, of any meeting of the Committee,

Matters arising for determination at Committee meetings shall be decided
by a majority of members present. Any such decisions shall be deemed a
decision of the Committee.

Evaluate and determine if a broker satisfies the criteria outlined in OPERS
Broker-Dealer Policy, including authorization for trading,

(over)



o Establish and regularly review guidelines, procedures, and documentation
for Broker approval and selection.

e OQOversee broker commission allocation and related trade execution
performance with the goal of assuring best efforts to obtain the best
execution and report to the Investment Committee as appropriate.

o Oversee the commission sharing arrangement program, up-front
budgeting of broker commissions and annual review of broker
commissions paid.

¢ Review trading activity for all internally managed accounts.

e Monitor approved brokers to evaluate pending legal and regulatory issues,
organizational changes, financial condition, and quality and cost of
services provided.

e Report activities to the Director of Investments and Board on a regular
basis, as appropriate.

e Review the Committee charter on an annual basis, or more frequently if
necessary and recommend changes to the Director of Investments.

Name: ///wx //7///‘

Ei(liewew Committee Chairperson
Signature: /{% _Z

Date: F lzﬁ/ﬂ

Revision History
Approved November, 2005
Updated August, 2009
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SCOPE

This policy applies to trading activities associated with all internally managed portfolios
of the Ohio Public Employees Retirement System (“OPERS”) Defined Benefit, Health
Care and Defined Contribution Funds that are comprised of securities traded in public
markets.

PURPOSE

This policy provides general guidelines for approving brokers and dealers (“broker-
dealers”) to handle purchase or sale transactions involving OPERS’ assets, for selecting
which broker-dealers to use in specific purchase or sale transactions and for documenting
the results so obtained.

LEGAL AUTHORITY

In accordance with Ohio Revised Code Section 145.11, which establishes the fiduciary
responsibilities of the Board, investment staff will use its best efforts in approving and
selecting broker-dealers and for documenting results so obtained.

In approving and selecting broker-dealers, staff will comply with Ohio Revised Code
Section 145.11(B), which requires the Board to give equal consideration to firms that are
owned or controlled by minorities or women.

Investment staff will also comply with Ohio Revised Code Section 145.114 to increase
the use of Ohio-qualified agents for the execution of transactions when an Ohio-qualified
agent offers quality, services, costs and safety comparable to other agents otherwise
available to OPERS. '

PHILOSOPHY

OPERS’ goal in all securities transactions is to obtain Best Execution. Best Execution
means the execution of a purchase or sale transaction at a price and commission or fee
that provides the most favorable total cost or total proceeds reasonably obtainable under
the circumstances then prevailing. To achieve Best Execution, investment staff will
review and evaluate broker-dealers to determine which firms may be used in buying or
selling securities. Staff will select from such approved broker-dealers when placing
specific purchase or sale transactions. In doing so, staff shall consider this policy in
conjunction with OPERS’ Soft Dollar and Other Commission Arrangements Policy.
Staff will document results of its trading activities and report to the Board concerning
them.

OBJECTIVES

In selecting a broker-dealer for a specific transaction, investment staff will use its best
judgment to choose the firm most capable of providing services necessary to obtain Best
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Execution. The full range and quality of broker-dealer services available will be
considered in making these determinations and may consist of the following factors:

The nature and value of research provided.

Trading capabilities, including execution speed and ability to provide liquidity.
Commissions and/or fees both in aggregate and on a per share basis.
Capital strength and stability.

Execution, clearance and settlement processing.

Use of technology and other special services.

Responsiveness.

Reliability, integrity and reputation.

Ability to handle large block trades and large volumes of trades.
Whether a firm is owned or controlled by a minority or a woman.
Whether a firm is an Ohio-qualified broker-dealer.

OPERS will consider total transaction costs when selecting broker-dealers for trade
execution. Total transaction costs include:

Market impact cost.

Lost opportunity to trade cost.

Time-to-market cost.

Commissions on agency trades or the spreads on principal trades.
Bid-ask spread

SELECTION, EVALUATION AND DOCUMENTATION

Internal staff is required to develop guidelines and procedures for broker-dealer approval,
selection and documentation.

1.

Broker-Dealer Approval

Investment staff will maintain approval procedures for all broker dealer relationships.
These procedures will determine whether broker-dealers may be considered for use
in purchasing or selling securities and will evaluate quantitative criteria that include,
but are not limited to:

A firm’s credit worthiness.

History of research and execution.
Verification of the ability to trade.
Legal and regulatory history or issues.
Electronic communication protocol.

Investment staff will maintain an approval list that documents broker-dealers that
have applied, whether they were approved, when the decision was made and whether
the broker-dealer is Ohio-qualified and/or owned or controlled by a minority or a
woman.
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2. Broker-Dealer Selection

Investment staff will maintain procedures for determining which broker-dealers will

be selected for use in specific purchase or sale transactions in order to obtain Best
Execution. These procedures will determine which broker-dealers are selected and
will evaluate qualitative criteria including, but not limited to:

The nature and value of research provided.

Trading capabilities, including execution speed and ability to provide liquidity.
Commissions and/or fees both in aggregate and on a per share basis.

Use of technology and other special services.

Responsiveness, reliability and integrity.

Investment staff will maintain a list of broker-dealers that have been selected that
describes the services they rendered and the quality and cost of such services. At
least semi-annually, staff will evaluate the quality of services rendered relative to
commissions or fees paid.

3. Broker-Dealer Documentation

In addition to the documentation described above, investment staff will maintain
records of OPERS utilization of broker-dealers and provide them to the Board and the
Ohio Retirement Study Council. Utilization reports will include listings of:

Broker-dealers retained by OPERS.
Dollar amount of total trades executed.
Percentage of trades executed.
Dollar amount of commissions paid.
Percentage of total commissions paid.
Identified Ohio-qualified brokers and Minority brokers broker-dealers and/or
broker-dealers owned or controlled by minorities or women. With respect to such
firms, reports will also detail:
o Dollar amount of total trades executed .
o Percentage of trades executed .
o Dollar amount of commissions paid .
o Percentage of total commissions paid .

ROLES AND RESPONSIBILITIES

The delineation of roles and responsibilities is important for the efficient and effective
management of OPERS and its investment assets. The duties and responsibilities of the
Board, Investment Committee and investment staff, in relation to this Broker-Dealer
Policy, are as stated below.



A. Board of Trustees

The Board of Trustees is responsible for approving the Broker-Dealer Policy. The
Board, in consultation with the Investment Committee, shall review this policy
periodically to determine if modifications are necessary.

B. Investment Committee

The Investment Committee shall monitor compliance with the Broker-Dealer Policy
as set forth in this document. It shall evaluate proposals for modifications of the
policy, as needed, and make recommendations concerning it for consideration by the
Board.  The Investment Committee shall review this policy and its results at least
annually.

C. Investment Staff

Investment staff is responsible for establishing and reviewing on a regular basis
guidelines and procedures for approving and selecting broker-dealers. It will
maintain documentation of such approvals and selections to assure that OPERS
obtains Best Execution in the purchase and sale of public market securities.

Staff will report on Broker-Dealer approval and selection to the Director-Investments
and to the Investment Committee. Staff is also responsible for recommending
changes to this Broker-Dealer Policy.

VIII. MONITORING AND REPORTING

The approval and selection of broker-dealers will be monitored continuously and will be
documented. A list of approved broker-dealers will be reported to the Investment
Committee semi-annually and to the Ohio Retirement Study Council upon request. Such
reports will also detail the use of broker-dealers. Where possible, investment staff will
conduct an annual assessment of broker-dealers’ trading effectiveness, using a third party
vendor.



OPERS

Ohio Public Employees Retirement System

Ohio-Qualified and Minority Manager Policy

May 2006



TABLE OF CONTENTS

I SCOPE 1
IL. PURPOSE 1
III. LEGAL AUTHORITY 1
A, OHIO-QUALIFIED .....cetviieertenterieriensestassensnsesesesesssessasessssssessnsessssssessssssesssossensessossonsensensenes 1
B. MINORITY .ottt ettt et e st e stesstessaesse s beessesaesaesae s ansesseetessessesessensessssnsensesesen 2
IV. INVESTMENT PHILOSOPHY 2
V. OBJECTIVES 2
VI. PROCESS 2
VII. RISK MANAGEMENT 3
VIII. ROLES AND RESPONSIBILITIES 3
1. BOARD OF TRUSTEES ......coviuitiiiteieniaineresrestenntasasssessestsssessessessessesssnsasesssessssssessasesensssssenees 3
2. INVESTMENT STAFF ...ocuriiiiiirniiniiinicerientaeaesttsssesssessessessessesessssessessessesessesessessssnsesesssesenens 3
3. INVESTMENT ADVISOR.......occeceemrrimeriueneceeeutssasseressnssnasessessssessssessssasassasessssesesesssssssssesssesesas 3
4. LEGAL STAFF AND FIDUCIARY COUNSELL.......ccceervereererernreeeseeseseseeseesessesesesensssessssesesesnens 3
IX. MONITORING AND REPORTING 3
Revision History
Action Date Approved
Policy Established July 8, 2002
Policy Revised January 14, 2002
Policy Revised June 17,2003
Policy Reestablished from Emerging Manager Policy to October 2004
Ohio-Qualified, Minority & Emerging Manager Policy
Policy Reestablished from Ohio-Qualified, Minority & May 16, 2006

Emerging Manager Policy to Ohio-Qualified and Minority
Manager Policy



I

II.

IIL.

SCOPE

This policy applies to externally managed investment managers in the public markets
including U.S. Equity, Global Bonds, Non-U.S. Equity, and the Opportunistic asset
classes.

This policy applies to the Ohio Public Employees Retirement System (“OPERS”)
Defined Benefit Fund, Health Care Fund, and Defined Contribution Fund.

PURPOSE

This policy addresses OPERS’ utilization of Ohio-qualified and minority managers in its
efforts to fulfill investment objectives. This policy does not preclude OPERS from hiring
Ohio-qualified or minority managers as conducted through any other OPERS search
process.

LEGAL AUTHORITY

Through Section 145.11 (A) of the Ohio Revised Code (ORC), the OPERS Board is
expected to discharge its duties solely in the interest of participants and beneficiaries for
the exclusive purpose of providing benefits and defraying reasonable costs.

Through Section 145.11 (B) of the ORC, it is expected that, “In exercising its fiduciary
responsibility with respect to the investment of the funds, it shall be the intent of the
Board to give consideration to investments that enhance the general welfare of the state
and its citizens where the investments offer quality, return and safety comparable to other
investments currently available to the Board. In fulfilling this intent, equal consideration
shall also be given to investments otherwise qualifying under this section that involve
minority owned and controlled firms and firms owned and controlled by women either
alone or in joint venture with other firms.”

A. Ohio-Qualified
For purposes of this policy, an Ohio-qualified investment manager is defined in R.C.
145.114 and R.C. 145.116 as an investment manager (and/or any parents, affiliates, or
subsidiaries of the investment manager), designated as such by a particular retirement
system, who is subject to taxation under Chapter 5725, 5733, or 5747 of the Ohio
Revised Code and who meets one of the following requirements:

= Has its corporate headquarters or principal place of business in Ohio

= Employs at least 500 individuals in Ohio

= Has a principal place of business in Ohio and employs at least 20 residents of the
state

Principal place of business means an office in which the investment manager
regularly provides investment advisory services and solicits, meets with, or otherwise
communicates with clients.
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B. Minority
For purposes of this policy, and consistent with provisions of the Ohio Revised Code,
a minority shall be defined as an investment manager that is a U.S. domiciled
registered investment advisor under the Investment Advisors Act of 1940, and is
majority-owned by one, or any combination, of the following groups: African
American, Native American, Hispanic American and Asian American.

For the purposes of this policy, investment managers who are majority-owned by
women are included in the definition of “minority”.

INVESTMENT PHILOSOPHY

OPERS is supportive of economic growth in Ohio and recognizes the diversity of its
stakeholders. The Board desires that staff identify, research and evaluate Ohio-qualified
and minority managers in its efforts to fulfill its investments objectives. Opportunities
will be evaluated on their merit, including risk-adjusted return expectations and
consistency with the annual Investment Plan. Efforts will be conducted in a manner
consistent with fiduciary duty, demonstrating prudence and consistent with best practices.

OBJECTIVES

It is a goal of the Ohio Public Employees Retirement System (OPERS) Board to increase
its utilization of Ohio and minority investment managers when the investment managers
offer quality, services and safety comparable to other investment managers. This policy
does not require OPERS to utilize Ohio-qualified or minority investment managers.
OPERS will hire investment managers in a manner that is consistent with its fiduciary
duties, as outlined in ORC Sections 145.11 and other applicable laws.

The Board further adopts a goal of 1% (with a range of 0.5% to 2%) of externally
managed public markets assets invested with minority managers. These goals will be
revisited on a regular basis. All efforts will be consistent with OPERS’ investment
objectives and goals.

PROCESS

Staff will identify potential managers through a process approved by the OPERS
Director-Investments. Staff is responsible for establishing the procedures to identify and
recommend managers under this policy. Searches will be conducted in conformance with
OPERS Public External Manager Search Policy. Managers hired will be subjected to the
same watchlist criteria as detailed in the OPERS Public External Manager Evaluation
Policy.
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IX.

RISK MANAGEMENT

Allocations will be evaluated relative to the investment managers’ total firm assets and
assets in the product under consideration, consistent with fiduciary duty, prudence, and
best practices. Staff and the Investment Advisor will closely monitor the performance of
the allocation(s) and report to the board as described in this policy.

The number of firms recommended in a given year and the size of the mandates will be a
function of the objectives outlined in the OPERS’ annual Investment Plan, as well as the
capacity of each investment manager and staff’s ability to identify investment managers
that are likely to meet or exceed OPERS’ investment objectives.

ROLES AND RESPONSIBILITIES

1. Board of Trustees
The Board is responsible for approving the Ohio-Qualified and Minority Manager
Policy, including the establishment of any goals. The Board will also review this
document periodically and approve any changes.

2. Investment Staff
Staff is responsible for recommending the Policy and implementing the Ohio-
Qualified and Minority Policy.

3. Investment Advisor
The investment advisor assists staff in researching, identifying, evaluating and hiring
investment managers under this policy. The investment advisor also provides a letter
to the Board of Trustees verifying compliance with this policy. Specific -
responsibilities will be established with the investment advisor through contractual
agreements.

4. Legal Staff and Fiduciary Counsel
Legal staff and fiduciary counsel are responsible for advising staff and the Board of
Trustees regarding legislative compliance and fiduciary duty.

MONITORING AND REPORTING

Staff will report to the Board of Trustees at least quarterly on the utilization of Ohio-
qualified and minority managers.
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U.S. Equities Ohio-Qualified Agent Report
(Base Period: 7/1/03 — 6/30/04)
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(Base Period: 7/1/03 — 6/30/04)
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Fixed Income Ohio-Qualified Agent Report
(Current Period: 7/1/08 — 6/30/09)
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Ohio-Qualified Manager Report
(Base Period: 7/1/03 — 6/30/04)
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