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Pension Reserves Investment Management (PRIM)

(2) BRE
1983 4 12 HIZMEUFIZ L - T IChapter 661 of the Acts 1983] 3l =41, Pension
Reserves Investment Trust (PRIT) 738X . S3U7-BRICAIRR Sz,

(3) #HE
PRIM D EMHAEIL, 50,607 H 5 KL (2008 4= 6 H 30 HEE) L7e->TEY, {HFR 58
NEOERFRLE 72> T D 1,

(4) PRIT&PRIM

PRIT (Pension Reserves Investment Trust) (£, ¥~ % F =—& v VITE ABE, #
BB %G & LT-MECHRIOESE T T 07 7 0 RE4FTHY . PRIT OEMHEIREZTTO
#HA%2S PRIM Th o, v Fa—t v VNTiE, &b & PRIT & Massachusetts State
Teachers’ and Employees’ Retirement Systems (MASTERS) &9 2 SOEHILEENH
V. WEL BGMOBEE L ABEDOFEGEN 21T TE T, AY vy 7RETRADEGZ
BLaA MBAER D728, 1997 4F 1 A2 PRIT & MASTERS A 0F L (BRALEIE 1996
12 AICHIE S7z [Chapter 315 of the Acts 1996]) . BifE, MOHEHKRE & AH B AT
PRIT & LT1 212883, PRIM IZXK - TEHE - EE INLTWD,

PRIT (ZiF, F¥EXNT 7 FEXvyvvaZr KD 2007 7 Kb D, ¥y v
Y277 NEF vy EXLT 7 RICBABE SN ETOR, —RckEShs7 7
KChsd, —H. Frv L7757 K&, [PRIT Core Fund) &I, EHIRENTA KT
AV EBPERIRTENCHES T, B TOEEY T AEKESIND 7 7 RTHY | BIEIZEN
B, AMERR. R, A — L B, =~ — VU I, REE, A2 FT 4T (7
TAN—=h I AT 1), Mt ) Z—HlE (NPT 7 R RCERE STV D (B
F. PRIM O@ERIZONWTIEL, ZOF ¥y X LT 70 ROERAOZ & &2f51), SRS E
BYATAIF Y LNV T 7 RRIZUINEE TE R0 o 7203, 1996 FE01EE (Chapter
84 of the Acts 1996) (2L > TEEMIIE T AL MeZiv, ZTHWOKEEDT U —IZ{E#5]
IZERETHZ e AREL o,

1 P&I Watson Wyatt world”s 300 largest retirement plans (2008 412 H 22 Hf}) XV,
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&L PRIMOAF v ZIIMABEETHL T L, ML, INBUT & ORIRITRVHECTH 5 &
ERDHESD,

2. {ERAH

(1% 113 PRIM O2MEEZ R LT\ 5H25, EiHAKE L Cl3E S (Pension Reserves
Investment Management Board) & #&ffZ:5%> (Committees) 73% 5, BRFIE 94 TH
RENTEY, BERIZIIMOMBHYREEE | o A LS —INHFESAT — 7 R Z—
DREFFETHER SN TS, £o, FHEZERITTOKREZERQOES - EHEEROAH)
EZBENHY, AR LHEFEEZDOA L ASA—THERINTWD, HEREBITINEHO R X
v 7T I, KRERBEHEREITHFES KL OFEEES TIThbb,

(K% 1]PRIM DHE

Pension Reserves Investment Management Board
9 Appointed and Elected Trustees

Investment, Audit/Admin. & Real Estate Committees 1

20 Industry Professionals & Board Members s

PRIT Fund - $50.6 Billion V4

30 Public Securities Managers Investing 40 Portfolios
12 Managers in Real Estate, Timber & REITs
100+ Managers, 200+ Private Equity Partnerships & 60+ “Key” Relationships
8 Hedge Fund of Funds Managers
General, Private Equity, Absolute Return and Real Estate Consultant

PRIM Staff - 24 Professionals

(HFT) PRIM

(1) IEZEZL (Pension Reserves Investment Managemant Board)
HEZOA L N—L, LLTO@YBEIALNLIERSNTEY , T 4FETH D,
o JNUBEEME £/ I3MMESE IR R4 1204 BHER
o JNHIEEE I ITINFNFNIEL T oE
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HFR A =, PRIT IZKET HKIBBEFES T AT LOZFEE L LT, 77 ROE
P EEICE L CEEEZF o Q0D T2, HFESIIZOERecutive Director DAy, @4+
W~ F =Ty —, BARNT ATy, arHrgr soRH, OBEHTHSCBOROWRE, @%
O PRIT 7 7 o ROEMREZEHT 5 L THRERFIH 2 EIZOWTOHEEELZFf > T\ D,

(2) 7 ENRAHY1)—FEE (Advisory Committees)

PRIM (T3 FREYR— 327 PSP I —FESNH D, BIE, OREEE
(Investment Committee) ., @ REjEZLES> (Real Estate Committee) , @ HE AL B
(Administration and Audit Committee), @ 3 DD 7T KAA WV —FEENH D,

T RSP —FEEOA L A—E, ENENOLGIIEIT DIMTOHMFE & s A v

N—THRENTEY ., BfE, REEXES 44, REERES 64, BHEAZES
A TCHERC S LTV D,

(3) AFWREYT

BUEDOWEIA Z v 71365 24 4 TH Y, BEHM 9 4. AXb— 3 M (W5
H) 215 ABED (M 2) 2, WEA X v 71%, @l 47 7 NEH, B, 25
I IAT 2 b= EADFEITIBWTHMMZ R > T M TR STV D2, H0L LT
ITEBEINONBEETH D,

D9 LEEHMIT CIO # h >y 7'& LT, AEE (244), AVFF7 7 (344). Public
Securities (34) D3 F—2nH Y, %F—2% SIO (Senior Investment Officer) 734k
fEL TS, 723, PRIM OFEMIT 100%MBEMEEICZFES N TE Y . FEHMHOEE
REENINH LS NTERAZE=4—T 52 L Th 5,

2 IS HESET T o AONMEER, B OTHNEE LN -T2T FI =R M b—a VEIEIZA X v 730523,
ZZIIEEFEN TR,



(% 2] PRIM 0:& FRABBEAS

Executive Director
Michael Travaglini

March 8, 2004

Chief Investment Officer
Stanley P. Mavromates

February 1, 2000

~

[

Senior Client Service
Officer
Vacant

J

Director of

Matthew G. Marx

nformation Technology]

July 23, 2007

[

Chief Operating Officer
Chief Financial Officer
Karen Gershman

June 18, 2001

Executive Assistant

Maureen Roche
August 9, 1999

)

SIo
Real Estate & Timber
Timothy Schlitzer

SIo

Wayne Smith

~

Alternative Investments

Senior Investment Officer
Public Securities
Hannah Commoss

Risk Management Officer
David Gurtz

Director of Finance
Thomas Hanna

Sr. Financial Analyst
Anthony J. Falzone

Financial Reporting
Supervisor
Donald Payne

March 21, 2005 March 6, 2000 August 2, 2004 STy i, D Rlay22 12000 ST &, A3 November 6, 2006
X X N\ X o ) ( \
Investment Officer Investment Officer Investment Officer Senior Financial Analyst & Sr. Financial Analyst
Real Estate Alternative Investments Public Securities Asst. Client Service Officer| *& vs
" " Eileen Coyne
John LaCara Michael Langdon Peony Keve Jennifer Cole July 22, 2002
August 4, 2008 February 21, 2006 July 21, 2008 L February 11, 2002 :

II. ERADOHE

Ryan Foscaldo
June 26, 2007

~
Investment Analyst
Alternative Investments

Investment Analyst
Public
Bi
June 4, 2007

>

Securities
Il Fink

g )
Admin. Assistant

4 )
Mgr. or Invest. Reporting

Alyssa Profenna
February 17, 2004
N

& Sys.
Yisroel Markov
L February 16, 1998

(HiFT) PRIM

1. BEBE
PRIM Offifpid, B & fFEROFERAE L BN EOBRWHECHUNZ 7 7 T 4 7
HZLTHD, LIRS T, PRIMIFARKES L LTHARSND U A7 KEOFFHNT h—
AN 2= DRI ERD IV TN D,
X# 31X, PRIM OFENZLHLEROHERS TH S8, 1990 FUTEHADNHHHTE 722 L b H 1
—I 85% F T LA L7223, 2007 ERMEE DRI 75.2% LKV, 2023 FIC7 L7 7

VT 4 TR BRI A BITENL T TV AR,

K5k
— vt

100%
90%
80%
70%
60%
50%
40%
30%
20%

4 N\
Sr. Financial Analyst

4 )
Staff Accountant

Catherine Hodges
March 8, 2004

Veronica Williams
January 9, 2006
A"

ZORHEITEEEY A N T 8.25%D Y ¥ — A ik

DHIEE o> TS, LIER-> T, 20 825%7%° PRIM OEMIZEKIT 5 BHEY #

TW5,

(R 3] FBILLLERDHER

85.2%

82.1%

1990

1993
(tiFT) PRIM

1995 1996

1998

2000

2001

2002

2003

2004 2005

2006

2007
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X% 4 13 PRIM > 1986 475 2008 4F % T 23 ER]OEFAFZEHER TH 5, 23 FERD
96 15 FHT, HIEEY ¥ —Ths 825%% ElRloTk Y, HEMMICRIG/R T +—~
VAFEEE BP0 5,

(K% 4] PRIM D:EREME (1986 F£~2008 &)

=128.1%
25%[ 21.3% 20.0%
19.3% = 19.4%
20%| 148/' 17.5%  16.1% [ 1554(]
15ul | 13.0% 14.0% 145% 128h 12.7%(7 8.25% || Il13.4%5
] 9.2% N target
10% o 59% | He2%
0,
S| 1.2% 1.4% I 4-°h
0% o O e 0 ] ] T ] ] o O O O e O e O T o 0 \G\
—5%[ -6. e%u L—e.s% -1.8%
_]O%QD‘I\‘CD‘O‘O‘P‘N‘O’)‘V‘Lﬁ‘@‘l\‘m‘ O — N‘(‘O‘V‘LD @‘I\‘m
o oo (o] 0 O D D (<2 )] D D OO O 03 o O o o o O o o o
2222222222222 2223388888

(7#) PRIM OFFHIZMEFE6 H 30 HTH Y, #ilx1E 2008 41X 200747 A 1 H
M5 2008 4E 6 A 30 H O A+87,
(A1) PRIM

B 5 KTN6 X, w2 14, 34, 5, 10O Fv—r LG LTEHFRE TH D,

B 5 DEFESR w IR LTIE, #E 14F (2008 L) (I~ A T ADNRT —< U A&7
D, O Fv— _Lw%ﬁﬁﬁéﬁ%&ﬁotﬂmwiMWxﬁf3$f1mm%\
W 5 4T 12.99%. % 10 T 8.15% & HIRAIEV VST +—~ UV AZEF L TR |
NRF—=7 I LTS T U M7 =LA L TN D,

X 6 OEMENFHAEICE L TIL, BE 1 ETE, ERES =v—U 0 7/, R,
Mot U Z— UHRIRDAR Ch o7z, WE 34FE, 54, 10FETRD & SMNERAL REpE, 4
NEFTT 4 TEE (PE), R ENLENIARTF~v—2 %7 7 M7 4 — AL TED,
BRERRNR T~ —7 % ERDHER > TD, iz, B A A — L ROLERINC
TTAEERLTWD, P, ENKRXT 7 7 ¢ 712 o0 TUE, 2008 FFRES T Tldle <k
KO RBRFEN TNV DT, ENRRT 77 4 70— EMmEI L, RN—F T/ a ~DEEIR
DA A FEE L T\ D,

Flo, BESETIE, BE 1HF, 34, 54, 10 FNTHhoMF TR TH, TUCS (Trust
Universe Camparlson Services) 3DL=/R—ADRAT 4T % kR[> TW5, BE14ET
WX 19 ENEN 25 E LTV D 00, ik 34, 5ETIX AL, WE10ETIT 1ML E, K
EOFESILEDO T TYH _EAIALE T 2 EAIEE EF s,

3 K[E > Wilshire Associates t1:23H0x & 72 > THEHE L QWO AIEBIREE S (FEAHIL) DR T 4 —~ 2 AFHliH—
B, BIMLTWD AR 5035 1,300, EEFIL 3 K KALIETH D,
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(K% 5] PRIM OEREE (BESK. HRUFI—2)

12.99% 12349 o o7ok
10.78% 10.54% BARUFIT—H
10% | O BB
5%
0.24%
R o =
=0.68% —1.13%
~181%
5%
BEIE BEIE BESE BE10E
(tHFT) PRIM
(®%*& 6] PRIM O:EREE (BER., R FI—5)
BEIFE BERIFE  BESFE BEIF
) 7ok —15.54% 3.77% 8.07% 407%
Epatrat RUFT—Y ~12.67% 4.96% 8.67% 3.56%
) J7UK ~9.03%  1356%  17.25% 8.76%
FHERR RUFT—4H -1038%  12.94%  16.73% 5.86%
o e TJ7UR 015%  2499%  2937%  1540%
IN—UVIBRRA re s 528%  27.40%  2998%  1577%
s J7UR 14.36% 6.13% 5.49% 6.73%
= RUFT—4 14.16% 5.75% 5.12% 6.44%
. J7ok 2.91% 8.05% 10.57% -
\ —_ N
NA—IE RUFT—4H 1.19% 5.83% 9.00% -
J7UR 519%  1525%  19.15%  14.09%
FEE RUFT—H 657%  1410%  1509%  12.64%
FILEFT4D 7 K 19.11%  3005%  2826%  1552%
(PE) RUFT—Y - - - -
Sk J7UR 2386%  1991%  17.01% -
RUFT—4 2055%  18.01%  14.64% -
J7UR 1.76% 8.82% - -
o S l —_ &
VI B rey 7.63% 827% - -
J7UK —182%  10.80%  13.01% 8.16%
ROFT—4H —068%  1054%  12.34% 7.05%
R
ER(PRIT Core) 7o verse Median ~4.36% 757% 9.82% 6.00%
TUCS Universe Ranking 19431 54 54 1431

() ANEFT 47 (PE) 130 F~—2 Z#GE LTy, TUCS Universe [ ZE M
108 FALL Dz =8— &

(HFT) PRIM
3. BEBK
(1) 7w bk

- IwOR

RWIBCR B (EARFR— b7V A) OMEGIEE LTL, Y - 587 7 e—FI2 ks
B EIZ Z > THTOILTWAD R, EORHEE R DEEHET 7 ADKREWFRE, VA7 - U Z—
VHREEZ PRIM CIEXZR 7 O L 5 IR 2TV 5, BIIECR BAE CHBRICE Yy S Qb 4L
ZFT 4 THEICE L TCE 2L, AEpE (REIT) . ZEEREITIA v 7 L~o Y, TTA_—
ke =74 T X EGHRRE BRI ) X2 Ny U T 7 v RIHESR L - REREO T

DY AT « U= FETHERE Y 2 — 2 OfffR, &V oo &EIZ IR L T\ D,
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Return
A
Vailue Added Over
Public Markets
Capital
Appreciation
Inflation
Hedge
Absolute Return
Deflation Protection,
Income & Diversification
» Volatility

(HFT) PRIM

TR LTL, ETT7 Yy NIRRT TINC I VIR ¥ — 2R EL, BEA N
ANT—=Bn6 ) 27 MU EIRET 5, 2N 6T —F ZHRE(LET /WA 7> L,
R— 7 4 U ARG OV 7 — 3 825%RIRICIRD LI RAH 7 v T 47 Lok
WO N7y b e Tar—arBREI LIRS, TR IO
P Nt EIEH LR OFITIND Z LR D0, BEANCITEEFHRIC L - TKGR
TIRTE S D, BHRIE 3 END b AFEIC—E, BRER T RIROMUEN R RE L 21TV, £
GRSy DRl A AT O,

X# 8 1%, 2008 4F- 6 AKBUMEDT £ k + I v 7 AL RMIBORAIEAZ/RLC\5, PRIM
DTy b Iy 7 AR, WIMERZ L E LR s (REIBERBEICKT 2454
BERUERIT 47%) . REPEST T A X— bk « =7 AT 1, B, ~v U7 7> R EIERIC
SRRIREFEY T AL R ENTEAR— 7+ VA EBEEL QD2 ETh D, REKA
BEZOWTIE, BT 2008 FICAEEZ{T->TCn5D, MERICHDHEY . b7 vk R
BWC, B2 %4 — BECTH D 8.25%IZITWHIFEY ¥ — o8 7u 7 47 |k
DTy ks Iy ZAOHNLREMBEREIEZRE L TWD, Filz2EHECK BEEOWIREY
A —2138.39%, YV AZ1X11.31%., IR BIFF) & —2 VA7) 13074 L5 TW5, 72
B, WEROEMEOR BIENDOEFAIILLTO®EY Th b,

o R—HT N a%1%31% EF (56%—6%) : V¥ —rmbazHlE LIZbD
o WMEENE (TIPS) % 2%51& TiF (8% —1%) : #ifFY & — KT % Sk
o NAA—IRE 1% E LT (5% —6%) : mWHIREY & — 2 % Bk
REIT % 1%51% EIF (2%—3%) : mWHIRE U 2 — 2 % St
FnEF7 47 (PE) & 1%5|1& FIF (10%—9%) : BUR™Y = A MIT3IF 5728
FE 2%51 & T (4% —2%) : BUR Y = A MEBE L6 D
RIREVR AT 2% AHFr AL - T IRERE Y T A~OFTHIEL Sy



(HXRS) EEDT7tEY k- S vHURERPBEEE

6.30.2008 Long-Term
Asset Class Allocation % Policy Target %
Domestic Equity w/ Portable Alpha 26.1 27
International Equity 20.0 20
Emerging Markets Equity 55 5
U.S. Fixed Income 10.3 10
TIPS, ILB's & Commodities 6.6 3
High Yid & Emerging Mkt Debt 5.0 6
Real Estate & REITs 10.9 11
Alternatives - Private Equity 8.4 9
Timber/Natural Resouces 2.1 4
Absolute Return Fund of Funds 5.2 5
Expected Return 8.39%
Expected Risk 11.31%
Return/Risk Ratio 0.74
Option 11 Option 12 Option 13 Option 14 Option 15 | Option 16
Current Policy 1% from Pvt Eg 2% Timber] 3% to
w/ Timber in to Portable 1% to HY & | to Matural Partable
Asset Class Current Policy TIPS Alpha 1% to HY 1% to REITs 1% to REITS | Resources Alpha
LIS Eqquity 21% 21% 21% 21% 21% 2% 21 % 19%
US Equity Portable Alpha 5% 5% 6% &% &% 5% &% 8%
Intl Eequity 20% 20% 20% 20% 20% 20% 20% 20%
Emerging Markets 5% 5% 5% 5% 5% 5% 5% 5%
Fixed Income 10% 10% 10% o9 0% 107 10%, 10%
TIPS 3% 59 5% 4% 4% 3% 1% 1%
TIPS/ Commadities Cverlay 2% 2% 2% 2% 2% 2% 2% 2%
High Yield 5% 5% 5% &% 5% &% %% 6%
Real Estate &% 8% 8% &% 8% 3% 8% 8%
REITS 2% 2% 2% 2% 3% 3% 3% 3%
Private Equity 10% 10% 9% 3% 9% % 9% 9%
Timber 4% 2% 2% 2% 2% 2% 2% 29%
Natural Resources 0% 0% 0% 0% 0% 0% 2% 2%
Absolute Return 5% 5% 5% 5% 5% 5% 5% 5%
Total 100%: 100%: 100% 1007 100% 100%: 1 007 100%:
Expected 2008 Retum B.37% 5.18% B17% 8.19% 8.20% 8.23% 8.39% B.44%
Expected 2008 Risk 10.89%: 10.84%: 10.85% 10.90%: 10.94% 11.00%: 1M.31% 11.33%
Return/Risk 0.76 075 0.75 075 0.75 0.75 074 0.74

(1A PRIM

X% 9 1%, 1999 FELIEDEAEER (6 A 30 HEfM) OT7 k2 v 7 ZADOHEBTH 5.
1999 MR S A T 86% % GO TNy, F D 2000 FLIZAD | IRxIZA LA
FTT 4 TEENDEEED TND 2 ENDDD,

Diomestic Equity
Emermng Markeats
Fied Income

Hizh Yiald Debt
Alernatmve Investments
F.eal Estate

Timber

Absohte Fatam

(AN PRIM

(B&9) 7y b+ v ADHFRE (1999 E£~2008 4E)

2008 2007 20065 2005 2004 2003 200z 2001 2000 1999
1% B9 115 R6% V0 4X1% 391% 4263 440%  45.0%
00t  2NE  198% 15.6% 16.3% 16T  165% 165 154%  160%
55% 35% 5.9% 5. 1% 5% it T idn 4.5% 4.0%%
168% 154% 154% 16.2% 1800  210%  258% 23%% ME8e  250%
5.0% 4.6% 5.3% 7.5% 0% i5% 1% 2% 0.0% 0.0%%
4% 6. % 6.5% 6.0%% T 5T 55 5% 6.1% 4.0%%
10.9% 3.6% 11.0% 1% 5.6% 34% 6.3 8 31% 6.00%
11% 3% 3.5 it 19% L8% 0o 0B 0.0%% 0.0%
5% 5.1% 5.1% 4.8% .05 0.0% o 0.F 0.0%% 0.0%%



(2) RUFI—Y

BEPEY T ADRFv—7 1 I-E 10 D@D THDHD, BIZAZ A N Fv—T 0
TRUFv =0 B RHALTWDLEES T A5, HlxiX, ERICBE L T, kT
Russell 3000 2~ F~—27 L LTWAHN, KA Ny o713 S&P500., /INUEE S o 71X
Wilshire 4500, KEWET 7 7« 713 S&P500, /INEUKRET 77 ¢ 71% Russell 2000, F~—#
7V a ¥ S&P500+200-300bp & X2 F~—7 L LTEY | IECAZ A WIS U CTEHEY
FADHTHNIINR T —7 ZFHELTND,

ek, ANEFT 47 (PE) IZB L TUIIARRRy Fv—7 ZFE L TN, BE
& LTIE S&P500 % 500bp F2E RIS U & — 2 Z248E LTV 4.

(K% 10) FEEDNVFI—Y

BEITR RNUFI—Y

E R Russell 3000

HEKR MSCI EAFE

Iv—SUT %A MSCI EMF Gross Div.

B 67%LB Agg+20%LB US TIPS+13% Custom Commaodity

NAA—ILRE 60%MLHYM+40%JPM EMBI Global

e 73%NCREIF Property Index(qgtr.lagged)+17%NAREIT Equity
REIT+7.25%NAREIT Global REIT+2.75%NAREIT INTL REIT

HHRE NCREIF Timber Index

AW+ T14T$%E (PE) No benchmark

#Ex1) 2—2 BERE (HF) T-bill plus 4%

(AN PRIM

(3) AUNDREBEREERTEAR

PRIM DERIL, ZOEELFAINE~ F—T % —IZ 100%LFGHEH SN TEBY ., A
U ZEAIF TR W, IEHORTEINTEAKEIC R T 28 B & LTiE, EH=aX
FOEREAZB L TCDOZE ThH, PRIM OEMIE, Zon— UG ShTERY ., Ri)
PERIR, TTAR—K eI AT 4, ~y T T 7 RIREEPET T AL TH D120,
INEDEREA L ANTATITIDIZTA RBDNDTELLEZTCND, LEN->T, 4
BH ZOFHEMREL, A oD REREFGT 5B X1T50 L 2 AR,

PEEEMD 9 £ DAL v T, IMa B FEEH LS, ESEEED 30 v %
—Yr—, PED 100 YL LO~R—T % — A~y T T 7 RO 8~vR—V v —, REEE,
M, REIT ® 12 v 3 —Y v —72 EEEFH L TN 5,



(4) SERaHILE Y

PRIM |3% D& FERBLRE R R, FEFITDRNAE v T TT 7 o REEH LTV
Do TDT, ANBOALHNE U FEBEHEMLTEY, Znbar P2 b7 RA
A AEZANFH LN T 7 NMEEAZIT> T D, BIERHALTWbar sk
EHHILUUTO 34TH 5,

@ Cliffwater LLC (#1Y) Z#4JL=7)

a2 st Th Y | BERY, 3 — Y — B IR KO, B3
BRI OEE 52562 & I L TEEAZHE > T 5, Cliffwater | X PRIM O X ¥
o7 EWHWEIL T, v R%—V ¥ =D T 4 —~ LV AFMMDE=Z U IR A KT A IR
WOEBH BT TS, £, ffodt ) 2 —EIRICRE L TH T RS 24T 5T 5, 7238,
[FfED AT 4 —7 « AXXy ML 1994 4ELCK 24 4Ef], PRIM OT &> b - 7R —3 3
I D> TV D,

@ Callan Associates (Hh 1) ZAIL=F M)
Callan Associates fLiZ ARENPER— F 7+ U A DOEFE=4 1 7 CTPRIM % X4 L T\ 5,
Flo, v AUy —BER AEPEOREBCREMIZBE L TTY RS 2 2{To TN 5,

@ Hamilton Lane (R )JL/A=7 )

ANEFTT 4 TEE (FTARX—b 2T AT4) ODaArPALF LT, AT TR
KR T —Fr EXLADAI v N AL MIET DS IR AT TnD, Fo, 23—
T2y FEROAN L T T 4 TEEOIH] - FFEDO L E 2 —IZB LT, PRIM DR % v
TEXELTND,

Fo, ZOMIZHINBEAEANE LT KPMG (77> R &7nrA b Fyva (R
EE), WART 472 LTCARY N TAMEIFH LTV,

4. CHMNEEDER

(1) ErR%R

ENBRIL, BEEED I H 26.1%% HOTWHRKT oA NEETH 5,

F 11 (X, EARARAR— ~ 7+ U OIS ChH Y . KEWET 77 1 7 2 27%., /)
RIRRT 77 4 7 1 18%, /Xy v 7 (v F~—7 1 Russell 3000) : 41%, R—F T/l a :
19% CTHERC S IV TN D, AFANHFNIEIERE LTEYD . A ¥ A NWVBERSIIENETTS O
MR SR L TN D,

-10 -



(B 11) BA%RXR—r27+ U7

Large Cap Russell 3000

Active

27%

Index
1%

Small Cap Fortable Alpha
At ive Propram
13% 19%

(1£) 2008 46 A 30 HEHIE,
(HFr) PRIM

R—H T a lIE, IBEOENKAT 77 4 7 ORIRZEZ1F, 2006 4 2 AICH72ICE
53 SIVIZHEIE T D, 2006 FLHNTEHERIRT 5% DR Th 7203, 2008 O RHIBIR
BIEORE LD, V& —2mEaHE LT 6%IC5& EIFbnTnb, ZOKIL, 6
~ 3=V —I2X% FOHF O o il & 1~ 31—V v —IZ X DT~ —7 BHEE TR S
NTNWD, RN TF =720 THE, o Ik RV 8 4 A LIBIOR+3%., B #kli%I% S&P500
—LIBOR &72 5T 5%, 6 v 3 —T ¥ —IZZGESN TV 5 FOHF @ o BEI%IE, 100 LA B
YAXA =YX —IlL o THEHINTEBY, A N7 U—EEIFNE 12 D@D L72o> T 5,

Fo, EEROEHR~R—Y ¥ — L HREAE, @FIFXE 13 0l Th D,

(R 12) R—2 TIL o BEEDR b5 T O—HER

Tactical Trading

/ Maco

»

Long, Short

2T

3%
Market Meutral
7%

Event Driven
19%

Equity

(1) 2008 4F 6 H 30 HEAE,
(HFf) PRIM

-11 -



(K% 13] ERABADERTY R— v — L ERFERA

ol

@

Portfolio Fair Value at June
Manager Investment Mandate 30, 2008 (3000:)
Stare Street Global Advisors Eussell 3000 Index 5 5,448 995
Intech S&P 500 Enhanced Index 1,100,973
PIMCO S&P 500 Enhanced Index 1,095,628
Gardner Lewiz Larpe Cap Core/Growth 347,610
Lage Mason Capital Management, Inc, Large Cap Value 637,509
NWQ Large Cap Value 347,632
Cresdine US Equity Portable Alpha Hedge FoFs 765,611
Grosvenor US Equity Portable Alpha Hedge FoFs 762,620
Strategic US Equity Portable Alpha Hedge FoFs 733,080
Russell Fussell 3000 Beta Overlay 190,854
Arisl Capiral Maragemem LLC Small Cap Value 245,286
Numeric Invastors, LP Small Cap Growth 322720
Mazama Capital Managemenr Small Cap Growth 241,543
AXA Rosemberg Investment Management Small Cap Value 351,368
Eamest Parmers Small Cap Value 305,104
Puimam Advisory Company Small Cap Value 241 834
Other portfolio net assets 40,815

Total Portfolic Fair Value June 30, 2008

(1£) 2008 46 A 30 HHILE,
(HF PRIM

(2) SEHK

13,180,182

RHIBOR BRI 2 AMNERRN OB FERIE, 2006 4K 20% & 725 Tuvd (2006 4F0
FE LOBR, 15%0°5 20%I125]1 & R, SMERERIT MSCI EAFE o 7 > 7 A2 (B, A
—A LT VT, BT T BEERR) X TFv—r L L TEHESRTEY, Ry 7R
25%. 77T 47N T5% ThHDH, 7N 71E2 T State Street Global Advisors 73#EH L C
BY, 7774 71E6vx—Try—ICEFEIN TN D,

B 14 1%, SMNERROBEDEH ~ 1 —Y ¥ — L ZFENA TH D,

(R 14) SHEHLDERY R—I v —ERENE

Portfolio Fair Value at
Manager Investment Mandate June 30, 2008 (3000s)
Marathon Asset Management Lid. EAFE Benchmark Slili,ﬁ
State Street Global Advisors EAFE Index 24641534
Ballie Gifford EAFE Benchmark 1368958
Alliance Bernstein EAFE Benchmark 1.274 808
AXA Rosenberg Investment Management EAFE Benchmark 1,312,220
Pyramis Global Advisors EAFE Benchmark 592719
Mondrian Investment EAFE Benchmark 378,844
Other portfolio net asseis 3,491
Total Portfolio Fair Value June 30, 2008 ﬁlﬂ.l 19236

(1) 2008 4E 6 A 30 AHILE,
(HiFT) PRIM

-12 -



(3) IX—YUIH%R

Tv—V TR — b7+ U 41X MSCI Emerging Markets Net Devidends Index %
Ry F~v—7 L LTERSN TS, 30D~ F—T % —ITin SILTE Y BIZR0R
REME O~ 7= bR GA60 TS (MK 15), ZOR—F7+VATE, TE, 77
b, vy EE BB, AV R, =V eV ER BEICERE M This,

(B 15) TX—C U JMEOERTY RA— O v—LEFERNE

Portfolio Fair Value at June

Manager Investment Mandate 30, 2008 (S000s)
Emerging Markets Mmagemsnt ValeFrontier $ 1016037
Grantham, Mayo, Van Otterloo & Co. LLC Value 1138070
T. Rowe Price Growth 607,031
Ciher portfolio net assets 42
Total Portfolio Fair Value June 30, 2008 b 2761180
(1£) 2008 46 H 30 HHITE,
(HiFT) PRIM

(4) f{&

FHIECR BRI DREEEDRIT, A > 7 LiE#E L 257 4T 4280 T 13% L 72>
THEY, F— b7+ U AHXE 16 D X 5 AR & 7o > T D,

V=~ T IV —=RREERA VT v I AR F~v—0 LT 50 TN 15%, 77
TATATIR44% THY  ARFTRI 6 EIE HD D, KV ITY —~ 7T =X USTIPS A
VT AR Fe—7 LA KEA 7 VEENEN 22%. Barclays World 1 T > 7
A +DJ-AIG Excess Return A > 7 v 7 R F~—27 L3 HHHN 7 LEEE+ 2F
7 47 47 17%. Economial Taegeted Investment (ETI) 7% 2% & 72> T3,

£, MERLITIMEROBEN~ R —Y v — L EZFENETH D,

(B 16) BHEDHR—rTA+UF

BNV TLEE ETI A
BT 4T 2% 15%
17%

KEATLEE)
&
22% FHOT47a7
44%

(1) 2008 4E 6 H 30 AHILE,
(HiFT) PRIM

-13-



(% 17] EHOERAY—v— L RERE

Portfolio Fair Value at June
Manager Investment Mandate 30, 2008 (3000s)
Barclmys Global Fvestors Core Index 3 1257642
Barclays Global Irvestors TIPS 1,853282
FIMCO Active Core 1,205414
Blacirock Financial Managemant Active Core 1,240381
Loomis, Sales & Co., LF Active Core 1,220,008
Blacireck Financial Managemant Inflation Link Bonds/'Commodities 882315
Brideewater Asociates Inflation Link Bonds/'Commodities 590390
Access Capital ETI 85212
AFL - (10 Housing Ivestment ETI 33370
Conmnmity Capital Management ETI 28347
Othar portfblio nef assets 4099
Total Portfolio Fair Value June 30, 2008 b3 8510469

(1£) 2008 46 A 30 HHIE,
(AT PRIM

(5) NAA4—)L K&

FIIBOR BEEIZI T DA A —/b FEOHRIZ, 2006 FEORLE LIZLY 9% 5 5%I12K
L BIE T CURRIL 5% ZMEFF L T D, BIER 181F, A A —/L BER— 7+ U O
B TH D, A A —/L FE 39%., Emerging Markets Debt40%., Distressed Debt 21%
Lo TWD, FATIRHZIIRE S Th o723, T OB DN ERNEKIART L7 fES5R
HIOR— 7+ U FORENETH 2,

Emerging Markets Debt |3, =~—Y > 7 HGIIEIT 5T v MO ~OFRE TH D03,
FELTND 3RV —DIH2wF—Vr—(F, aIVITILOREE—7 VEETT
BEPTHOIN TS, F7=. Distressed Debt |IAFEE A\ HEARE T DR D/ 3— K —
vy TRl U TREMTONTVDD, BIHES v 2 — Yy —IZ&RESh T 5D,

B 19 1%, A A =/ FMEDEH~ R —Y ¥ — L ZFENAETH D,

(HXR 18] /N A4 —I)L FEDR— 7+ F+

Dlistressed Dl

| &
2l%

Ermserging Markeis Dl
O ox
High Yield Bonds

9%

(1) 2008 4E 6 H 30 AHILE,
(HiFm) PRIM

-14 -



(EFX 19] N 14—l FEDERIF—Y¥y—ERTEARA

Portfolio Fair Value at June

Manager Invesiment Mandate 30, 2008 ($000s)

Fidelity Mmagement Trust High Yield Bond 7 305,352
Shenkoman Capital Mamagemsnt High Yield Bond 346,695
Loomis, Sayles & Co., LP High Yield Bond 330,470
Ashmore Ivesiment Management Emergme WMarkets Diebt 488,796
Grantham, Mavo, Van Oftarloe & Co. ILC Emergmz Markets Debt 333,641
PIMCO Emergme Markets Debt 191,355
Various Distressad Dbt 3M0364
Crher portfolio net assets (4.860)
Total Portfolio Fair Value June 30, 2008 5 1511513

(1£) 2008 46 A 30 HEIfE,
(HF PRIM

5. XA FT4TRE

(1) T EhE

PRIM (351 D AREIEREIL 1980 R DITON TR Y | BUEOEMES %:5@5%%
1310.9%TH 5 (2008 4 6 HARHIAE) . RHIBERBIFEIZE L TIX 2007 FORE LIZE Y |
10%7°5 11%I251& EiFbhTnd,

EAGEE LTE, OEERE (R~ 7> F), @QREIT, @ETI (Economic Target
Investment), ® 3 DOERERENH 5, BEHHEEITN 74% % b5, EEHRETIE, U A
JORNaATEEL U AZITENLDODOENY Z—U BNHEFTE AN 2 —FE N H DM,
BEIZa 7T EEN 40E R, N 2a—FKENR 43 B H RALTHY , a7 HKENFL (80%LL
) ThD, EEREUNDKERSE REIT ~O#ETHY . BAE 14 {8 FAFEE REIT
IR SN TV D, TERIZKE REIT OAA~DFE T - 7273, 2008 4(2E5 REIT ~0
Bl wBAts Lz,

LAy VIR LTI Z2RELTRBY, ZHUSL D EQ2ERD LS Ly DI ARBFER

BRRD 50%EHZ 722 & @1 FHOBNZEIRT 5 30 2 8 RADAB2ED 30%
UbEbipnz & @ EROMWNVEBGF OAMKIL, 2/ FADAE2ED 50%LL EE 7
RN &, OfEAMIMN 10 FE2 BN s, Lo TnND,

M# 20 1%, BEHEREIZBT DM@, Hgho ki ch 5, HETIEt~ 1« X,
JEH, R, TR ENRT U ZAB LM EIT>TWD, HIRRI TR, BUCKEERN O RS
1T > TE VWS A~DEZERE I T-> TRy, ERNTOSHIREICEE LR — 7+
AREREELT > CNDA, T EHIRO LLERAC0Em < 7o TN D,

Fio, HE 2L IFAEEOEMA~F— Vv — L ZHENETH D,

-15-



(R 20) EEREOREA. HisRI DR

<Hi&R > < Mt >
West NMorth  FEast North

Industrial
15.7%

Eetail
20.5%

Sountheast
13 2%

Sonthwest Central

Central
4 5%

24%

Mideast
17.7%

Mountain
6.4%
O ffice
Residential HM.4%
16.000 Northeast
17.6%
R&D Pacific
3.4% 33.2%
(H£) 2008 4F 6 H 30 ABUE,
(HiF7) PRIM
(R 21) FEVEDERIY R—Tv—LFRRNE
Portfolio Fair Value at
Manager Investment Mandate June 30, 2008 (3"000°s)
_ I
Trvesco Realty Advisors Separate Accounts 3 471,760
LaSalle Irvestm ent Management Separate Accounts 931,744
RREEF Separate Aceounts 932,533
JP. Morgan Investment Management Separate Accounts 639 824
T4 A=ociates Realty Separate Accounts 1,053,320
RREEF Falie Separate Accounts 42 976
RREEF Global Global REIT= 383,788
Europsan Fvestors International EEIT= 146,170
Imvesco Realty Advisers Domestic REIT= 270, 488
Urdang Domestic REITs 263,921
Wellington Domestic REITs 316,118
Canyon Johnzon ETI 10,708
Intercontinental EIl 8112
New Boston ETI 3,065
Porfolio Debt -
Other porifolio net assets 40,505
Total Portfolic Fair Value June 30, 2008 $ 5,520,032

(7£) 2008 4E 6 A 30 HHIAE,
(AT PRIM

(2) HHEE

FHIBOR BEEIZI 1T 2 BMEEIE 2008 -0 LB LIZ LV 4% 5 2%I25 & T b,
BEERE L LIS~ 12— v —Td 5 Forest Investment Associates (FIA) ~DZ&EFE
ZIE U T TOIL TV 5, 2007 4% Tl FIA (2012 T Campbell Group ~DZEFEHITH> T
WTZAY, 2007 46 ARICE AR — b7+ VA EZ 2 TEREAILE,

KEDOFATTGL, 3 >OMsk LA, LR, FMl) 1200 bhd, #ilskic k->T
FHRORIECREY 1 71 (BEWHDT40~504F) HER->TL 5, Lzi->T, PRIM
T DO E B L 2N b EEEZTT> T D (K% 22),

-16 -




(R 22] HFMIE OISR ERIR

Alabama

11.7% Arkamsas
Texas L1g

Georgia
36%

Pennsylvania
17.6%
Mississippi
Norih 16.1%

Carolina
11.1%

(1£) 2008 46 A 30 HHILE,
(HF PRIM

FMEED Y Z— 1%, AMDBEE LAMEFRATHZ LIl THRLNLAF Y v a7
=L bDTHY, V¥ OBERIIAMBGHTRICES SVD, RO A 2 1 A
U—IZ5EA1T 5 Z L FIZ K o TS A ST 256 b5 D, £o. HAREEIL, MRk
FIRDECAM IO EE 21T Tld e < . RIEIZ L DA TR OE(LOMERH], OB O
—IVOEFEIZL > TEAINDE, AR ) RAI70HHEETHD, 200846 A 30 HEL
FEDT =4 ML 21% EIHFEMERAE 2%) @YD oA hE/oTNDH7h, EILTT
BT R BB AT > TRV, NERAR K v 7 RO~ 32— v —Id, BN K OVES T
LRS- O R A fikfoe L T 2,

(3) ANEBFTT4THEE (FIAR—F-TOA4T41)

PRIM TixANE T T 4 TRELIZTTAX— - 27 AT oD E&5FET, EHBCKHE
EIZH1F 5 PE OEEIT 9% TH D, ZOEEY 7 ATRL EEUIFH S Tns R
F~v—TIIFE L7202, PRIM 1E 5~10 FREE OH[E T S&P500 % 500bp L[AlS U 4
— EBEIZL TV D,

FNEFTT 4 TEREE, X TF v —Fy AL AR M~ b= T D 2D
MO EID, N TF v —F ¥y EXUL, AIAT =Y AT —Y AT ATV
MDD, Fio, AT X UFRAS— M F—T o 7E, KEBROHHIE SA T 7 b A<y
YA Taz—Tarnbalib, KK 23 1L, AF T 4 7ERE (PE) IZB1T 28I ORE
B TH D0, PR UKRH A 70 RBHINZ 72> TWD Z R gnbd, £z, 4
WETFTT 4 THERETIL 263 D= b F =2y T LS TEITEN TN DT, /= b=
v POV TR EN TN D, X5 24 1%, [ERI & FEERO S EHRIE R LTS,

-17 -



(RI% 23] AILEFT 4 THREDHMAER L

4500’ ED

4008
35005
3008
50F
2008
1500
10,00

50

00

NN NN NN N

Other  Lat=Thz EalpSage Ml Special  Mid  Larze
vC WVC  S@eeVC Sitmtore Buyow — Buoyox

(1£) 2008 46 A 30 HHILE,
(HF PRIM

(B 24] AINEFT 4 THREDER - EERERLL

<[E[HI> <PEZRI>
TelscommunicaBons
Barvices
Other . S Other Conznmar
N Dhizcrstionary
Crermamy 1284 U]
Netherland:
% Informatcn
Dienmmaric Conznmer Staplex
3%a 4%
Coamada
%%
United Kingdom United State Energy & Utlities
Bog 5904 Indnzirials Sy

Fimamcial

Haalihcars
Liey

(1) 2008 4E 6 H 30 AHILE,
(7T PRIM

TIAR= b e I AT 4 D= NPy FITRET 5 2 L1, MOBEIT TR
(2 Y A7 BB, WY &= bIEFICEN . BT PE SIS 72> C PRIM 284509
ETRELEZTOLEHETHS,
<TREME>
VT RoS— =ty F IR 10— 15 AEOREBIRAE L TR Y . ZoRITkEE
WELIRV, — I TEREICHRITEF v v a7 n—2 B TE 5,
<KSTAVT4>
TITAN— b e 2T AT 4 OFEEREIIMOBE IS TRE, ERROEER 22
17%72DIZK LT T A _— |k « =7 AT ¢ DIEMHRZET 25% & HIAEN TN D,
<EBR71—DEE>
RN R T = NS D 7 —1E, ] 150~250bp Tih D, T D7 4 —3f
BTN Tha Iy b AV b LIS L TRIAbN D DT, BEBRRNT 5
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EFTEH~YATADY Z =D ATREME L H 5,

<EHEOFHE >

FHM LA ETSAME A Sk L TR, A EISAE TSNS £ T, WEMEITER 713
— M —OEBI T X B,

<ERZIVIN— b F—DITE - BED>

BEFIX, BRI/ — M —DOIREITHTHEMBIARE L TN D,

<Ay hAYLOHEE>

a3y FAVMIEDWER S D120, BEOWEE « #& TIZIIRARH D,
<EXVRI>

R—= b=y T ~DOEREIT AN AKE TH Y | EFHD 100%5Kk5 VA7 bbb,

(4) #EF)EZ—2EEE (N PTFUR)

ot U 2 — R, X 25 D 5 2D FOHF < % — ¥ ¥ —IZRFE ST\ 5, #akt Y #
—VEIRIC I WTIR, BIREO X —7 y F U oA FEREL TWVDHN, v 13—V v —KE
BIRIC Lo CRIMEZFF o To A R4 0 Th D, X3 26 1%, 2008 - 6 H RIFA TOHEHE
BOX =7y Nz A NeFEBEOU A MR LTEY, ke Zva—h VIT747
NY a— AR RYTURERFLERSTND,

(R 25) #Exf!) 2 — U ERROERIT A —T v —
Portfolio Fair Value at

Mﬁnﬁﬁﬂ' June 30, 2008 F'000%)

Arden Asset Management $ 531,331
Ty Asset Management Corp. 536,500
E2? Advisors 543,232
PAAMCO 505,086
The Rock Creek Group 408 116
Other porifolio net labilifies 27
Total Portfolio Fair Value June 30, 2008 b 2,614,238

(#£) 2008 46 A 30 HEHIIE,
(tHFm PRIM
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(R3& 26] #@Extl) 2 — EEROBIRIERLLL

Tactical'Global

Maco Q0 Equity Long/Short
4% - 32%
(Target 10%) (Target 35%)

Event Driven
23%

(Target 35%)
Eelatrve Value
30%
(Target 20%)
(£) 2008 £ 6 H 30 HEAE,

(HiAT) PRIM

(5) XAEIR (Natural Resources)

RIREPRIE, 2008 FEOEWIBER BIEEDO B LIC XV | Hi72lZ 2% DR DA TV Iz &Y
TATHD, BET AT AFKEDE 2 BPEL L COMEMTTHY | REFESCHMN, €T
4T 4 ERERIZ, A 7 Lo~y DOREIZ IR LTOEAANLTH 5, HEFRE L LTI 80%
D EGRAL 20% 37 T A _X— bk « I A T 4 BB UTEETHY . W H RIRE R
BEAOEEEITH, R~ ORE Tlx, RREPRBEESEHORUE L7z Y —FI2 kb
SABINZAT O T 7T 4 TIRFEEAZ A N & 5T D,

6. Tt

(1) VRUEHE

RRIM TliX, VAZ RV v —%F->TEh, HESIKGR L7 Risk Managemant
Document TXE(LINTWD, ZOLETIIHEIC EQT’Z) ) 27w K, BIEY T A,
I~ r—T v —, AX—va Tt EWol T I =0, U A7 =RRICER L
tﬁf\E@;ﬁh:ykm~w¢6#\E@iﬁ&ﬁ&fﬁﬁ#éﬂ\&&_%bfﬁﬁ
IZRRR STV D, EAMIZIZZ DY A7 R Y 2 —IZHESWT PRIM 13U 27 EHZ{T> T
W5 (723, Risk Management Document (31 E&EEHZHEH LT\ 5),

(2) ERFAORG

PRIM |FEMH 2 2 FZFEFICER L T 5, X3 27 1% 2008 FOXEENEH = 2 S Th
Do BETIZ12T B RADOEH A RENT T | 9 BINEERhdEa 2 ~ 70 1
WAL Y NE L NT g — AANT AT T 4—, TOMEHIZX N THD,

PEERSE 2 A R OWNER T, AMNERERDS 19.0% EbEW T =4 R E D TREY | Ak
% 1 18.9%. AEHFE : 18.8%. ENEEX : 17.0% & TV D, FRMEECAREFEIZR L T
I, AMERRRCEPRIC R TRE SN N EWICH L LT, 74 —_X—A TR =
A MIE,
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(K% 27) PRIM O:ERX +

(2008 4F)

2008 % total

Investment Management Fees by Asset Class: ($000s)

Domestic Equity ] 21,383 17.0Pa
Infermational Bty 1156 19.(P4
Fixed Icome 12,197 9.Fa
High Yield Debt 4586 i
Emerging Markets Equity 2156 1. "4
Real Estate Bod5 18.8%
Tumber 24066 18. %4
Alternative Imvestments 2,765 2%
Total Iivvestment Management Fees 115454 0.2
Investment Advisory (Consulting) Fees 2769 22
Custodian Fees 3400 2P
Other Administrative Fees 3,351 4.3%%
Total Management Fees charged to FRIT g 127,174 10074

(HFT) PRIM

F7o. KE 28 1%, 2007 FEDOFEER O VIEHERICKTH A MRER LD TH D

(2008 2D = A P RIBIRF L TIIRAR) . BHERKRTIT054% TH Y EAKAL SMERK

K, BEAROIEHATRIEL 0.13%~0.29% DM = 2 pFLIRoTWD, —HT, REFE, 4
WEFT 4 TEEE 1.00% AR 5ENER I Z b o TWD,

(E%* 28] BEFDEAIR FE (2007 &)

1.20% —

1.00% | N

0.80% |

0.60% |

0.40% |

0.20% | H H

0.00% []
E3] V4 B N\ = 3 &
N E3| # £l *® E
3 3 = % &
e =* & &t

o7, — AN A

BFEICU—4AH
i AN (I AR g

(HFT) PRIM X 04 =7 77 ARG T ERL
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I11. B

(LR AEs) 2008429 A 3 H 14 : 00—16 : 00
Gn) v Fa—t v Y NEELZESTEE
(4c77) Stanley P. Mavromates X (Chief Investment Officer), Hannah Gilligan

Commoss X (Senior Investment Officer, Public Securities)

(477) SFHATFEE. AMFFEE. HRORIFIEE

HEUCEIZOW TR, bl LIENEDSIOE DM b ey 7120 T 5.

O

e

CEEEPAD ALy ZITUE, ED XD IR AN ET D,

AR B DD TG TE PEE ] 5y B OR8> D A TR S LT D, B S OREZT 5 &
PRIM |23k T 8 272 5703, ORNIRMGRHEER T 10 RS, &E - a0
DIHERD 8 %o PRIM AZ A TH DI FEEE R D AN IA N L—3 3 I,
FAIZ MBA Z8i> TWA M, i 2%~ 7128 MBA Offiic CFA, CPA D&k % FFo%
H Vs, AHIE LT 5 Hannah KiE PRIM (2 A>T 4 4581272 55, ZOFiE PE
EBITIERE LT,

DK BO0ME RV DOERZ BT 254 L LTUL FFFITDBRNALZ v 7 TR TND LW

IHIGN DV ET D, WA F v 7 R 5 TEILRWO T,

D BIIED RS » TGN B2 TnD, RIFBTEOA S v ZHITMEN S RDH L &b
ZNANITH D, OEDEBELTEH DBWZWDIE, 24 4 &) DITEFEDE ] B D 2
2y 7 ThD, MIZHERTT o ~OIMEER, B SHANE NS RI=2 b
L—a VEEDIEENR D, ZHOOIEEICERET LA v 71320 PRIM O 24 4
IZITEFEN TV,

D AB T OFEYLIZOWNTIEED X 9 2RI T,
BRIV TCH D EEZDTEA D, BT AANE. KV ERWFZ Y — XY RN
Tk Bt % SR 6O TR 2 r — A3,

L BERERDS BT, T LA LD O BLE D EO KD Z5iia Lo TOESh
DIERICHEL LTV BITCH D, T IARA M ARHUR L AR ARO L TH Y |
ik I 7283503 2408 % . PE &t172 865 E R E bz 220, FAORRERD B I3,
MBA 7 4 /L& —OIERMIENL 2 FRRETH D, BHLTIIRFEEZFE LTI 0%t
2R LT, BI2DPLESVWTINDS EB-TND,
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Q:

A

Z )WV TN ORI 2 7] E S H 572912, flfkE L TOMPIY #ilAaz ST
VWETDN,
Wii(ﬁA%NBA@@%%E%#X&y?’ﬂbfi%®%%%ﬁﬁ?é%ﬁﬁ
Do 12720, 1 AFLUNICED LG AICITBEAZER L TH DL I e LTnd, 272

L. — i iaw&wjﬁfﬁ Emﬁhjﬂ%%ﬁ%%$&W9ﬂ%kofwé
%72, PIMCO 2 OEASHO®IF—7 07T 22 1 ABESMESE 5% LT, &
MMEEZmD LT ¥ v AE 2T,

CNERAR S 70, BARBGICH # DEEOHTED L 572 ) AV EBEIT > TWOET D,

AL TWD AT D2 ERHIUTHA TWIZIZT £ 970

CHULNE IR DY — VS A NT 4 T UL TS [Work Bench] &) U AT AT

HbD, TOVATLAEZBLUTC, TITATIX—VF%—D T vF o 7T —R O
BIVRTRARL—a VAT A RTA VEPRR EZEH LTS, F72,
FRZASNL—2a U RZIZOWTE, Re—TFT 47 VR avTFI3A4T AT R
IR EMB DN, BN~ X —T ¥ —OBUIGICEBRIIT> T, £V olaAL
—2a Y RIBRVDHERT D Z L HITo TS, TNERHS TWDHESITD 20T
P AEPERLHRM TS Z 5 120 Fox (XEROBIIATE AL v IREHDOHETHRS

EWVNH ZEEEMHLTND,

VRS, KEITIEIY 7774 hn— U ERAE L THWDA, ERIZT 7 RITEER D

DELD, £l VA7 EHE TG 7R SHE LTy,

LR R BB DRI I T T b ) 2 EIEE R A LIV WS, Fox TR A

RIAUMEBAE L TWEZ EHH Y HEN 2~ A T AOREIIZ T o Tz, £,
WL ODD~Ny T 7 RTIRRF 2T p—~ 0 A% FIFTBY 2R 2 — 2
TADEEEZ TCWBTr—ALH 5D,

AN R—Tr —DREIL, EDO X RT e A TR TWET A,
: %< DA, Request For Proposal (RFP) ZfHH L7236, HBA&AITEFEE D&R

WCEVBEELIToTWND, NI =~ AEFO I LT LR b, BEENRER AR
2 TWD 7 ok D3RO TN D B B 21T & DRD HHE/V—/VZ5F > T ID D,
EWVSTHEBHEMAL TV D,

CANETFTT 4 T OV —dHIZ OV T TWEE T T,
T TAR—F AT 42BN E D E, EE IRR (WEBIEER) ~N— 2 TR L T

Do FTANR—hK s =T AT 4 DY, B T~10 FEREI) 720 &0 9 HE I
B8, KETITHEMEEEM 23k b 5 FHEN R 2 1T L < 7> T D,
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Q : RGOS, EiERLSy - Cliffwater #1, A#hE @ Callan 1, 77 A4 X— K - =7 A7
« : Hamilton Lane & fix a2 o btz flioTnET, DAFDOA X
T THEEINTEY, NEHAZ v 7OANVEDY b LWE WS Z L ThiX, =4
NE 2 FOEENIIEFICEETHY . LRIV DI KO ITBnEd2, =
HNE v N EFEOBRAL T, FRIEDE X FITOWTEHZ TWEZT £,

A FxiT, = Taras s NI ARE 3 RO TWD, ST Hx AV
DIZLTCWza sy bt Th, 8 7 TXEAMBE OBE & [AERkIZ, RFP %
U7oBE 7 1 AR CRITN W E FERA D 2 Lidewn, iRy D a s Hu
X N TohD Cliffwaters (£, ~v U7 7 REEEBEGOa L2 iR TH
DI, AYNE L RERITENENMNL LT D L5 TN D,

Q : BRHATHEIL ED L 9 e TIT > TOET D,

A ISS ZiE U CRIMEZATEE L TV 5, RRITIENZZ T Tldn | WML BT, SMND
TRV Y —PEETHET LI LT L TR LT, xR T A T A &R
EL, ZNZ ISSIEL TR UMEZRITLTH L 9 BE L > TS, WL/—ZAD L
IR LV TIIR->TE BT, PRIM IZE TN T T R0 D0 E Vo TR xR 724
Wa B L2 TR T D,

Q : SRIZH&ES ESG (BREE, thax, HANF U R) 77 7 X —ICEH LIc & EITo TOET
7%

A : Fex 13 SRI X° ESG IZBT 2 EIT U T- TWHRW, RICvHF =—t v VIEST
ZD XD IREZENBEIUTOL 2T B EA 9, BIETIX, #Na b xA—F 3
BT D EEPNERETEIESNTNDDOHRTH D,

Q : PRI GEEREFHAD I2o0WTEIEZTWVETD,

A Bx X PRI BREM G L, —HIBE L TR OLTEBES oW, FRRINICIICSD 2 &
N5 ETIUR, MNBABEN O LTINS > T-GE DR TENTH Z L5725 95, Fex
NEBATEN 2 32 L idRuy,

Q:THIVIHIEETIE, SRITZICELTEDL HITEZTHETD,

A RS o # gl 2= U BHEDSNIEIT LTV, BEES AR D Z L1272
LT, MEO) 2=/ 5LlHED B ROOTIIRWD, SRIFKEELRLDL LN D
TET, PURE VIS, BN EE L, LI D EiEH DA L, EEEICE
BEEIS TR S0 TIER WM E RS,
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SE XM

e PRIM F—Ab—
o WEIMEAE BRI MRk 9 FEEEVE/N RS ) (ReESERIEE v #—, F
k1043 H)
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HE2E —o—I—JMNEBEBRBESH E
(NYSTRS)

FEEE £k A
I. ZFOHE
1. BE
(1) 2%
New York State Teachers’ retirement System (NYSTRS)
(2) #HRIE

1921 FMEIZ L WL sz, NYSTRS iZ==—3—771i (New York City) #[x< =
2—3— 7)”0){/& FROBIRE DTG E - BikeZEHT 52 ENENTH L, =
— I — 7 FIDOFRHE IOV COESKHREOERITIREIZ XY New York City Tearchers’
Retirement System 3@ LTV 5,

(3) &

NYSTRSO#EHA#IEIEL, 107,188 FH 7 K/L (2008 4FFEARRE, 2008 426 A 30 H) 1&72-
THY, BT 20 (2, 22K T 10 MAE T D2EMBULLTE D, MAE - Zhad oIk
DT TFREDEEY,

IMAE - Zfa& OIRPL (2008 4F 6 H 30 H)

# A B (Total membership) 411,607
INAZE (Active Members) 274,901
Z482E (Retirment Members/Beneficiaries) 136,706
FHRMAZE (Members Added) 17,422
IR Z#E (Members Retired) 6,330

(4) FEi/K# (Funding)
NYSTRS OFENZ I HBEIALL, 2008 13 91.43 (& R/L ORI CHREFEIT 958 &
RV (2008 FREERKE) 12 Uiz, [RIEARCRaftaiE 49.8 & Fv (BRI 2.6 f& K1)
THO, Fv N TEEERILS.T%ED L2 Ll b,
IMAERZAHGE OFAHE &1 2 F 2R (Employer Contribution Rate,ECR) 1%, il D4
ERPFRIC L > TR END D, UREM/ER 7 4 —~ ANOEBEZ T H 2 L

1 NYSTRS OPRFIFEFE 6 AR TITOI, 6 H 30 HETEYZEE L LTWD, 705 2008 41 2007 4
7H 1A% 200846 A 30 HETEEKT 2,
2 P&I Watson Wyatt world’s 300 largest retirement plans(2008 45 12 A 22 HfH X v,
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(1272 %, ECR 1% 2007-08 20 8.73% 1 HAK T L, 2008-09 % 7.63% TUFLF-DIMAE -

ZHRE ORI E U CGHEH S D, R £ COREIERITAHR T, 8.0%D T EFH % HE I
B> TWE S AFEEIIRE < FlRIDHER & 72272, 2008 4FE11-6.4% (2007 4213 19.3%) |
W5 3T 7.7%, ik 5 FFET 9.9%, #E 10 FFETIX 6.0% ThHhH, FEVIE

I 2008 FEFERIFC 104.2%2 78~ 7=,

2. HREESI
(1) ¥EZE£L (Board of Trustees)

NYSTRS Offifinid, BAE & B EROELIGFT O 7= D DY RN & ZHEFH ~DFET % IEREI
ITOTCHOOEMLEAI ZEThDHEIN, BERIL, ZOLOOEMLEAI ZLITRD,
NYSTRS O#iFxE, Bifk - ik L 7= BB A O & 5102 < OBIRE O35 5 3k
THLY IR END (K& 1),

(% 1] NYSTRS DEEER
10 Member Boad
Composition and Terms Set by Statute
3-Year Terms

AN

Retired 2 Public Insurance Bank
Teacher Administrators Accountant Executive Executive

J N
Y Y

3 Appointed by the

3
Teacher

State
Comptroller's

Members
Representative

Member

4 Elected by
Members 2 Appointed by the Board of Regents 1 ,
Commissioner of Comp’.crollers
Education Designee
(HHAT) NYSTRS

HEXIER 104 TH Y, SFMERRELSNT 3 4 e LTRSS, #HFT
W72 L CRMET D Z ERRE L SD,

B A 23— 32 E L COCHREOEB IR 10 FRE TH 5, £ O EREHIT

(1) WEEEROKE, (2) BUTHYEMEH (Executive Director) DM, (3) EPER
DA, (4) BTN OAGE. (5) HUHEROWRE, (6) HEETROKZETH D,
#H B %P F(teacher members)id, BHEFKICHIME SN DFERRET 1 ARSI ND, #
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BA L AR—=34THEIND,
IR S PRI X(NYSTRS retiree)id, 2iBMkE OH 0 GEEREEIZ L > T, 1 ADRTX
o,

2 4 DA TE BB F X (school administrators)if, MOZHE T E B (Commissioner of
Education)(Z & > TIEM S5,

2 4 O FAL AR F (school board members)id, = =— =3 — 7 MOFKEE B2 (the New
York State Boards Association.)?>DH OHEFEIZ XV | — 3 — 7 JFFi%% (he Board of
Regents)|lZ Lo TEMIND, Z D 2 4134w - ?Qi%ﬁ‘x%ﬁ%@ HFNGENT 5 2 EnEES
. EHIZ240 96 1 AITAEMRRSHOEHORRE AT 22 ENNEL INTWD,

Fio, SUTORETRERE DNFEERIC L - T 1 A& S, INOSFHRAERLEE (The State
Comptroller) ) A L /3— L7205,

I WLIZY AV KBEIZRA O RIIRREE) 4 — 25T 0O 7 4T a—
Ty V=L LTOEEEZAV, ERESCMBENR D Z 8125 3R MIOWTIELATREZRIR
VIR 2B Z L #BfET L LTS, M, BESEI 7 4T a—vx U —2 R30I
NYSTRS DAZ v 7T RAAYF Y —-aI v T G a2 FOBEEZT 52
EWTEDLEINTW D,

HKHFEL, LFOK/NEESICHITR L UEEI L, HESIHET IR EZHA D

SEHEE A (Audit & Accounting) ;% #l(Legislation)
a2a=%—332(Communications) IN—YF LTS5 =% (Personnel & Planning)
pEE & (Disability Review) HKEREZER(Proxy)

w2 (Ethics) 1RE# (Retired Members)

B E(Executive) JL— )L -#H%I(Rules & Regulations)
774+ > A(Finance)

Flo, BEEXITFE4EL, 4, 7, 10 BICBfES D, BUEDA Y A—ZLITO LB TH
AR
(DJoseph PMcLaughlin(Teacher Member, 1990 4Ef/JiEH) : #HFE
@Iris Wolfson, (Public Accountant, 1990 “E#iEH) : BIFFE
@Michael R.Corn (Teacher Member, 1991 4-fJj5%&H) : Fig
@Daniel J.Hogarty JR.(Bank Executive, 2005 “4-#JigH]) : H=
(®Rosemary F. Jones, (Administrator, 2006 “F#J5gEH) : B
©®David P. Keefe, (Retired Teacher Member, 2004 4-¢/jig&H) : HiH
(DR. Michael Kraus, (Insurance Executive, 1992 fH-fJJi5&/t) : Bl
(®Nicholas Smirensky. (State Comptroller’s Representative, 2007 EJEH) : Fi g
@Sheila J.Salenger, (Teacher Member, 1989 f-¢JiH) : Higs
@Michael A. Glover, ((Administrator, 2006 4=#/J3&H) : HE
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(2) #B1T7#% & (Executive Staff)

HITENX Executive Director @ Thomas K.Lee 233 T 2 425, NYSTRS O#ETHERT
FHEEY 70 DITIE ERA DS FERARE TR & AEPERET N 0L, TR ENHRREE R B
TN EThHs,

BEOPUTIREAZ v 7IIMER 2D LBV ThHhD, BUEILY —K2 CIO - $UTH Y ETHE

(Executive Director) (ZHtEL TV 5,

(E% 2] NYSTRS O#ITREHERRK

Retirement Board
of Trustees

Thomas K. Lee

Executive Director ~ (—| Wayne Schneider

General Counsel

SheilaO. Lawrence A. William S. Lillyn L.Teh John W. Michael A. Richard A.
Gardella Johansen QO’Brien Managing Virtanen Wolfe Jr. Young
Director of Managing Director Director of Director of Managing Managing Actuary
Member Of External Asset Administration Quantitative Director of Director of
Relations Management Strategies Real Estate Fixed Income
Relations

(I NYSTRS

(3) HREBEZES(Investment Advisory Committee)
HEIEZERIT, HESPEREBORSM, ER0MARE R EOfRRE. HDW\iT4n
BFT 4 TG EEBIOBRE B AT OB LIS 2175, ZESIL 6 4 TS, 3
R E T 5, ZESOMERA U N—ITHUTERCREES. H2WVIIREET 5 &RIER
ICHBT 2D & STV,
ZERTIEHFRE L A ABERE TENLETNRE SN TVND,

& EZ B2 (Investment Advisory Committee) DRERL

K4 iTIE (158D
David L. Brigham Church Pension Fund (Trustee)
i& & (Chairman)
Leonade D. Jones American Funds Group (Director)
Carol A. Zipkin Alliance Capital Management L.P.(Jt Executive Vice President)
Daniel J. Bukowski Calamos Investments (Executive Vice President)
Robert G. Wade Jr. Chancellor LGT Asset Management (Jt Director)
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FEREREHSZEES (Real Estate Advisory Committee) DFERL

K4 i (1)

Glen Coverdale Metropolitan Life Insurance Company (Jt Senior Executive Vice
President)

&K (Chairman)

Herman Bulls Bulls Capital Partners(President & Chief Executive Officer)

Paul J. Dolinoy Capmark Investments (Executive Vice President & Managing
Director)

Blake Eagle National Council of Real Estate Investment Fiduciaries (Jt Chief

Investment Officer)

Maureen A. Ehrenberg Grubb & Ellis Company (President, Global Client Services)
Thomas P. Mahoney CIGNA Investments(JT Managing Director)
James O’ Keef UBS Realty Investors,LLC (Jt Managing Director)

(A1) NYSTRS (2007 4 6 A 30 HEIfE)

(4) HNEREYD

NYSTRS OFfIAHIZNE 8 DL 172D, TNX A LONEA K v 7 13BIE 380 L FRE
ThbDH, WEEAZ » 71X NYSTRS (28T 5 H 4 O EHEE 2 5,

R CIERERRE T P IAATRE, R, 7 4 VR, ANTEAERE R A b0
40 TH D, EHEF—LL64., 7+ VEIETFT— LT 67 4. REIPFEF—21E 20 44, 4+
HGEASRE~ R A AR TARRETED I B A KT T TARX— I AT 4 H
Fi& 725 T 5, NYSTRS (3fES - e DS EFE COEMIT Ny > TR LcA v
NI ATOERZEIT>TND, [EFRT—L, 74 0 VEIKT—ANIZNOA oy ZAER %
HoTWD, Ny THLTHDHD, VAT AN SIUE, KRGS TH->TH
NETOV N CERT L2 LN TE, FEZORDIGERA A LKL LN TE
HELTWD, —J7, REPESS PE O X 5722427« TR, B+ bk Hic, k&
REeE IELTRETHZ LT LS, Z< D7 7 RIZOBL TERET 2 LENHTL
D, T, SREIZEH - EHTOABLLLRE I 25T, I Z 0 BT
STWbHEEBEZLBND,
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(% 3] NYSTRS O#BigHAH

Retirement Board

Legal I
. e Di Investment
xecutive Director Advisor
| [ :

I [ |
Actuarial/
Administration Research and Real Estate Fixed Income Quantitative External Asset
Valiation Strategies Management

Building

Member Relations

Information and

Managers reporting directly to the Executive Director

Communication Operations,
Center,Member Facility Services,
and Employer Finance,
Services,Member Information Budget and Human
Benefits,public Services, Planning Resources Internal Audit
Investment

Information
Office

Information

(HFT) NYSTRS

II. ‘ERAOBE

1. ERAEE
NYSTRS DG PER L 1990 FEROAMRITHIR LTz, 22K 10 f7IcAD X 5 R EL
OGS THD (KFK4), £72 90 FROEHDBLGFA ThH o772, DRV T, K&
IR R E e Z ENRTE WD (XFESH),
(K% 4] NYSTRS OB ERSHRE

Growth of Invested Assets(at market)
1965-2007

| 110
105
100
95
90
85
80
75
70
65
60
55
50
45
40
35
30
25
20
15
10
5
0
1965 1970 1975 1980 1985 1990 1995 2000 2005 2006 2007

(HiFT) NYSTRS
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(% 5) NYSTRS O# - &1t

Contributions Collected vs. Benefits

Paid 1990-2007

50

Member Contributions Employer Contributions Benefits Paid

(HAT) NYSTRS

BRI TG R & D FFREDMED 5 72 1980 4EAV14 41T 15%FRFETh -8, &K
HEINKRE L IR o210 2000 FEiTE TITIUHIHMES I+ 25 2 LN TX |, BIfEE TlI 8 %z
FE (2007 4RfE) 129562 &M TE TS,

2. BEBE

(1) 7Eybk-3299X

NYSTRS (3f#4FET Y b« I v 7 ADORBE L E{T> T 5, MmO a vy KOHR
—hLIEALTCWS, HIE L4 5E %R 1T (Total Equity)74%. fif%:(Total Fixed
Income)26% T, RFTILZ ZHFEIZERERET TV, LA, 2007 FFICEWNKELL S
SNERRUCEERL 7y & 5% 7 b SW D70 EEEEN TOEEIIHFIT> T D, 2008 4
IZBWNWTYH, B EEROLRIFIETII R >T2b DD, BERONTIE, KEKAD HIEE
PERCSY 2 46%77 6 42%~ 4% S ¥ 5 —T7, REEL 8% D 10%, I A _X—| -+ =
AT 4% B%D T%~MMEEDLHICERLTND, I ZHF, KEKRXOEE FE
ICTFMRE L QD 28, ZAULKEOFESEE LR TR ONDBRTH Y, NYSTRS (280
THAKRERROIIFIGE R MR T T2 L OB L 2% TOFRERTHL E VD (—HD
ERFEENTOLETIIZ ZEEITR R,

REHPE, T —DREREMSL LIZEREY 7 AL LTR LTSRS, EBRICEHT SI1CH
O TUIARBFEONTEELL TS E W9, Fio, BRIZHT->TUL, 7 —VEHMOH
BEPBNDLDT =T =DM LTCERES T AL LTS TS V) YRR G
EFT— L L OHEREZX Y 22N DERICHTZ > T D,
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FNEFT 4 TEEE, TTAX—bF « I AT 4 ERFFERERPLTHY, ~v P77
¥ REEIIAT> TR, ZO— 5T, REPEREIZIBV TR, ##9 REIT % 2007 6,
BRBEE % 2008 FENBIED D70 Y, FIEHRELRITRND OO LW EFA~OFEE 2170

SEbE K > T b,
(K& 6] NYSTRS DEE7EY - I vHR
20084E 20074E 20064F
s 20084E6 H s 20074E6 H S
2 Ly £ i [P £ i Ly
A% AL pecyd AL Pt
K [E R 42%| 35-49% 46% 47.7%| 35-49% 51% 54.5%| 41-61%
AR EREE 15%| 11-19% 15% 12.9%] 11-19% 10% 13.2%]| 6-14%
N IJES 10%| 6-14% 8% 10.5%] 6-14% 8% 9.0%]| 5-11%
TIARX—hTIAT 4 7% 4-12% 5% 6.0%| 4-12% 5% 4.2%| 2-8%
MG 74% 74% 77.1% 74% 80.9%
KENE 18%| 13-23% 18% 16.3%]| 13-23% 18% 12.0%] 11-25%
Tl — 8% 5-11% 8% 6.0%]| 5-11% 8% 4.8%| 5-11%
Tyvia 0%] 0-5% 0% 0.6%] 0-5% 0% 2.3%] 0-5%
NS 26% 26% 22.9% 26% 19.1%
(HiF7T) NYSTRS
(2) AN\HORERERTER

NYSTRS O#EM TiE, A > ZEH %2 EIRICINE~ 13— v — A E 7o AR
RS TS, ENRRITZETEICA oy RZ RIS Ny 7 ZHL e LTEEREZITO, SME
BRILT 7 7« TEAE TN~ R — Uy —E A LT\ 5, REE - £—F— 344
M~ =Ty —Z AL TCOERTH D,

(3) s\Eary ek

NYSTRS 13 2002 4£ 7 Hovba sy MafgH Lz, 20k, ME Y 71206 U THEE
BHT2E912720, Znoar Py s hOT RS REEHEMFIHA L s, EHIZ
HT=->TWA,

BHERA L Wb a2 o hafhid 214 CTh 5, Callan Associates 1X ALM 24 6T,
EASRO 3 YT — 3 U EZIT TN D, Abel I3k 72 P LK 2 N TE 2 OFREFREL
SNCEET 2 aI v a VORI EEKEHL TWD, A Y RAEFZI T TWAHT2H, flilx D
NN TN Z BT 5 72DIiEH LT 5,

3. HMNEEDER

(1) BEA#%R (Domestic Equities)

ERKRIIHEEXZ M ILAIICRA L THRIEER > TLVS, HEX IS IILDERERZ A
WEBICEREEINERUFIT—, RNEFOEREEIRR TOEEYTHA,

ik Loz, ERBHTIEA oy RER T Sy 72 EK (94%) &L, ANB~ xR
— V¥ —INY 2 —ROEHASHEZMAEDETER 217> T D, SN~ —2 v —%F]
T2 BT [Fex TIESEBLTE RV IIE TERIIE 281575 2 &) (FEeRaittt o~
—[2003]) 12D VD, BIEOIB~F—T ¥ —IL 2 Th D, F7= 2003 FHEE TIE~
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VF—2 3G Ty T ADIED, AZANA T v I AFIANY 2a—ROHRT, Tu—
ZRNIHR STV RN To, ZTIUTEESHUR E D BEIRZERT D Z & DIENITNY
a—va YOEVERA~OEEZ BT 5 Z L A EEERE Lo bl S, BIfETIE 1
—ZRAEE BB L T D08, — IO, BN — h 74 U ARETIEOR0NY 22—
AT AZINF TR Z A AR 72 > TWD T ENER D,

2008 fEFE 1T, KERERFTH R EZ T, WTFROBEAZ A L THL~A T ADY X —
CEEER LT, Ny U TERANTERTH L OB REHM TAHIZY = F, 1TEAEDA
A ANVTRyTFv—7 LIRFEFRFEOREREZRLTWAS Z LD 5,

(K% 7] NYSTRS OER#RIRERZ 1 ILEBERAERE (2008 £ 6 A 30 BiFS)

V7= (3R %)

EA#RK WRIE BEE BESE K04
AN RER
NYSTRS Composite Fund -16.90% 3.20% ----% ----%
NYSTRS Growth Tilt Fund -14.7 33 8.5
NYSTRS Index Fund -12.9 4.6 8.2 3.5
NYSTRS Value Tilt Fund -15.8 3.8 8.7
Benchmark: S&P 1500 -12.7 4.6 8.1 3.3
NYSTRS Value Index Fund -18.5 3.7 8.9 5.3
Benchmark: Russell 1000 Value -18.8 3.5 8.9 4.9
NYSTRS S&P 500 Equal Weight Fund -16.7 4.2
Benchmark: S&P 500 Equal Weight -16.9 4.1 ---- -—--
NYSTRS Small Cap Fund -14.2 4.4 - -—--
Benchmark: S&P 600 -14.7 4.1 ----
Total Active Large Cap Management -2.4 11.6 15.8 3.9
Benchmark: S&P 500 -13.1 4.4 7.6 2.9
Total Active Small Cap Management -12.5 5.8 10.2 4.8
Benchmark: Russell 2000 -16.2 3.8 10.3 55
Total -13.4 4.7 8.7 3.8
BABRIFD D BAFHY #— 2 (45 %) At (E
S EFEEN TR RueFw—s #@iHBE TRV
Large Cap Value Management
Iridian 10.3 1.6 199944 H 1,139
Small Cap Management
Progress 9.7 74 19964-10H 898

(HFT) NYSTRS
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(K% 8] NYSTRS MEARMAIRERZ A ILEERERE (2008 £ 6 A 30 B E)

. D34
A (%
ENHEREHAZ A NAERR 2007 2008
NYSTRS Composite Fund (S&P 1500 Composite) 2.8% 2.80%
NYSTRS Growth Tilt Fund (S&P 1500 Growth Tilt) 3.8% 0.04
NYSTRS Index Fund (S&P 1500 Index) 68.7% 71.50%
NYSTRS Value Tilt Fund (S&P 1500 Value Tilt) 2.8% 2.90%
NYSTRS Value Index Fund (Russell 1000 Value Ind 7.5% 3.70%
NYSTRS S&P 500 Equal Weight Fund 2.7% 2.70%
NYSTRS Small Cap Fund (S&P 600 Small Cap) 5.7% 5.50%
(415) Total Active Large Cap Management 2.0% 2.40%
(4+55) Total Active Small Cap Management 1.7% 1.90%
REIT 2.3% 2.60%
Total 100.0% 100.0%
EP#E
100%
OB
8% 1 TEERRTRRRY ST TTIIRY
70% | I
60% |
50% |
20% |
30% |
0% ------
0% ------
0%
2007 2008
0 S&P 1500 Index D Russell 1000 Value Index 0 S&P 1500 Value Tilt
0O S&P 1500 Growth Tilt B S&P 1500 Composite @ S&P 600 Small Cap
O S&P 500 Equal Weight B REITs O Large Cap (AMi~+rYv—)

@ Small Cap(FMili~ 12 v—)
(AT NYSTRS

(%% 91 NYSTRS OERMKXEERA R A IILEERAERE (2008 £ 6 H 30 HEFA)
ERRR A EE A AV BIRERL

100%

90% | 19.8% 2220

80% |
N Small Cap FoF
| \\\\ 45.9%
70% 22.5% \
60% | &

3.6%

22.1%

0.0%
50% |
40%

Large Cap
Value, 55.7%

30% Large Cap Value,

0% | 54.1%

10%

0%
2007 2008
O Large Cap Value O Small Cap FOFs- Core @ Small Cap FOFs- Growth @ Small Cap FOFs- Value

(HiFT) NYSTRS
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NERDIEH ~ 2 — v —1TKTHE (Large Cap) &/Mikk (Small Cap) T2 #tDAE-H
LTCW5, /IVUERIZOWTCIEZ 7 R« 47 « 757X (Fund of Funds, LLF FOF) O~
X—=TVx—ThV, 77 FOPTH AL A NG EKDEREZIT> TN D,

EWHRIZB T 27 77 ¢ 7TEALRIT 5% T, TOFHGIEIHEFVRELBVE AL
H00h Lty LavL, NYSTRS Ti, Ny v 7#EMIZIEEAENRT N X NEHTT
774 7EAE BT ETERFEARAL, =X MERIZr—) X7 T LT 7
ZOTTWTHIRELITCND—hH, (o NDREATHLHTD) 7 4 —% ) MEH 72 <
A RHENDOTAY v hELTUIHodHD EHH LTV, EASCEGELIZ5GA, &
A~ =V —3IN\T 4+ —~ 2 R% LIF 57012 AT ZRA D ETHMEmNRH L3, A~
NG RTR B Y AT EEOENL AN THD & LR TND,

W, BRREMIXe 7 A —Th 523, BIE 13030 1IMESTHTHD Lo, AT S
BROSMEE LTI 4+ VI Y AV EHRHRICTE L2 EThDH EV T,

(2) 45E#= (International Equities)

IMERRROBE X 2 A NVORERL & A X A VEICRTE ST e F~v—7 | KOUTFOER
FEREIINF 10D LB TH D,

SMNERRRTIIANE TO U —F K E T CTE W2 &b, AN~ R —T ry —IT&
FETDERAEFLIATo TS, A T ZERITAIT, S&P ADR Index X2 F~—7
LFBRy LT Ty REEA L, BTE 11 04N~ % — v — 2R L. 4 SOBE A ¥
AN, FThbb, NRyv T ZUNVARN Ny T AT T I T 4T R TFe—T
L (Benchmark agnostic) ##lA GO EZ & > TD, ZU N A R« Ry U7 FERy
F~—2%50-100b pHT 2V #— BT bOE L, 27 - 77T 4 7IFH - wlE -
AR L 0 RIS AE BT 7 77« 7iEATH S, XU TF~v—T R LR T~v—7
EIVIES EHZ LTI AN == a VOEANGBEIEEES L LD 755D TH
Do W, XFv =R LERSWTIOREAZ AL TH, N F~v—21E MSCI EAFE
Ths,
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(% 10] NYSTRS O EB®RIZER 2 1 IILIER L ERAERE (2008 £ 6 A 30 B A)

S EBRR D4 (4 %)
WA K34 WESE WEL0E
NI F—<V A
NYSTRS S&P ADR Index Fund -3.1 16.3
Benchmark: S&P ADR Index -4.7 15.9
Total Passive/Enhanced Management -11.6 12.8 16.9 6.2
Total Active Management -10.8 11.9 15.6 5.3
Total -10.6 12.4 16.1 5.7
Benchmark: MSCI EAFE -10.6 12.8 16.7 5.8
REAN e R — T —FERR BRI IO D BREV 2 —o (FEFR %) Zit#H
TR NXoFe—r EARG (BERL)
Wy T e BNV AR
Barclays Global Investors 125 11.5 200244 H 3,322.8
State Street Global Advisors (Enhanced) -17.4 -15.8 20074F11H 537.5
State Street Global Advisors (Passive) 12.6 12.2  200443H 1,166.9
TIT4T
Capital Guardian 7.4 54 199945H 1,749.8
JPMorgan 9.8 10.3 200543 H 1,069.9
Pyramis(Fidelity) 12 10.3 200543 H 1,129.7
7U— (Benchmark Agnostic)
Acrtisan Partners 16.8 17.4 2002410 H 487.9
Causeway Capital 19.2 17.4 20024-10H 561.0
Harris Associates 16.0 17.4 20024-10H 470.2
Mercator 16.5 17.4 20024-10H 498.4
Wellington 10.4 10.3 200543 H 523.8

(HiFT) NYSTRS

(R% 11] NYSTRS D4 EiKIEER 2 1 LR (2008 £ 6 A 30 BES)

S ERRAS A VB
100%
4.50% 3.80%
90% |-
80% [23.30% 19.20%
70% |
60% | 30.90%
30.30%
50% |
3
40% 7
30% | .
32.40% 36.50%
20% |-
10% | 7 7
9.50% 9.60%
0%
2007 2008
B/iy7 BN ARy ST 0=77 7747 it

OMelEE ~vF~v—2rl Bov—TL 7

(HiF NYSTRS
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(8) EMWE#H (Domestic Fixed Income)

NYSTRS TIXEWNEIREMN Z A T A TIT> T D, EZREM O BRI 3 /8 9000 77
R SR OIRBG ZIE D 7o0l2, 20X ¥ v va7m—|Z/lAE ) L) BRE&EEITH 2
EThDH, EHERIT, N F~—7 Ths Lehman Bothers Aggregate Bond Index %,
WESFELFRNT, WTHOFREHRTH FRISpHELZE L TnD (K# 12),

EHFR— b7+ VA OMMIINZE 18 D LB THDH, FlaFExtgit, KEERE, AAA
7T A0 MBS, AAA 7 7 ADFER EEkfHT OERTH Y . NYSTRS TITZLEEMIC
HOLAES OO bR RES AL Y EMEZTTO L LTS,

(3 12]) NYSTRS OEMESERDELE (2008 F£ 6 A 30 HER)

ERNEH V& — (FH %)
wEIFE A3 WESFE WEIFE
NI F—< A

NYSTRS 7.4 4.7 3.8 5.8
Benchmark: Lehman Bros. Aggregate 7.1 4.1 3.9 5.6
(HiFT) NYSTRS

(R 13) NYSTRS OEMEZSDIER (2008 £ 6 A 30 B M)

ERREFMA LR B P R A R R L 3
Canadian,
0.0%
uU.s. AAA,
Corporate Treasuries, 68.90%
’ 29.2%
0,
305% Others,
1.30%
Federal BAA,
Agency, 7.20%
Federal Notes/Deb
1\? grincy’ entures, A, 15.00%
ortgage . 15.00%
Backed, Commerciaf0-4% AA, 7.60%
24.5% Mortgage
Backed,
5.4%
NEESmAA IR L 2

SR,
69.8%

2042 L,
0.1%

10-144F,
0.5%

15-204E,
19% 5.9,
21.71%

(HiFT) NYSTRS
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4. FLEAFT 4 THREDER

(1) AFEEHRE (Real Estate)

DO TEEREOHE

NYSTRS DA /N EF7 ¢ TEE T, REPEREZ FIIT> T D, AR— 7+ U AT h
D% FHERE I 16.4% (2008 /-6 A) ThHV ., HEREIRITE—7— 8%, FH)
PE 8% THDOE TEEED 16%IZHET D,

(K% 14) NYSTRS £/KICHO SFEIFEREDLE (2008 &£ 6 A 30 BEFR)

NYSTRS NYSTRS
DZOH T
B, - R—k
83.6% 747,

6.0%

NYSTRS
BE
R—bo#+
A (x4
AT4),
10.4%

(HFT) NYSTRS

NYSTRS OFRENEREDOHHIE, LFOXLHICFE EDBND,

FRNEREDE
YROGEE)E—V DS RPITRIZGS . A2 ILAYDERY TIPS KULRBED A ML

UShERM, BEDT—RIZLDE FHEFAVILAYDHEEERIEL TS, thDEELDHE
BREBIEN, 1V DLT A EXYEFINT A DOIAEERL TSN, BRAELSUVFHIEL
DTHyya70—FEE, (ULIETEEREME L 2—(2003)E5E)

FEPEDA 7 L~y DRSRRICHIFF L, 2 a4 7 LEEE L D RN E LTS
DIFFHRE, FELRELEI Y vy a7 —5 It CX A3 EEL L COME S, BEVEN
EWZDIZEM L TV 5,

KEFEEESIZBIT 2 AEFEREOFE (BE—2 1) [ZLTO Lo, BHETx5,
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(R 15) XKEFEBEETHEASNITBEREDFER (E—L)

E#&FA (ERER)
[ BARALANERRBELTHE BEETBERETR (Y —EHAT ]

RAT:2THLRE. BHESL. ERFHHZN
B EEEERMEORNBEAR. RE/INIHNBE, REEEN

DAV R TFr—
[ L I y=p— ]

BRI

R FTADQ/ONIEFEZ REEREN., AIBREARALZVOGERAFHERV. BHESL
ET BN —ZEET AW E. | REIMEOEL

AH??/H/\— b—v 7, B, a3V T - T7UR)

GM@‘FN&G)#E&G)?Q?%&J%IE&JE(7no)7l<§31ﬁ§%#i7thM)
K- 7O/ ONIEEZ RIBREEINSL
Lﬁﬁﬁ TREEBED (D /N—F—LDREEBE) . thD/\—rF—EDFIE XL

REIT (L I8EF %) <

ARBATHRICBOTIREBMNIZEI-REITHEEATS

R /NEREL TR, EEZEOWMENLL, BB Y- REMEA S, MFiAL . {8, BAEA
| SEATEAF BN ARRREN TELL. HATISLOBEESL

(HPD ettt % — (2003)

NYSTRS iZBWTIZZNDH 4 DD E—7 )3 X CTEFHH L 5, B 725 H 5 1EIZLL
TOXIZELEDBND,

NYSTRS [Ck A FENEHRED E—V ILDOFAAE

EEGFREA. LIBEERET)., MBI (ChIELBRD A ETIEERIZ7UREDIA VM- RO Fv
—EEHEEHR) DI DDFEY—ILEFRALTEY . REMREZEREOBAHDIHEE
FHALTWSIH. 2D 3 DZEEKICIRS TS, Ttz AT T TR ELZBLTCABIEICRE
TEHELHD BERETIEAVALT A EXVYEFNLT Ao DEAFEE>TEY., b—2JLY)
A—2FEFRL TS, REIT (FERBICBHFRLGTBEICKRELTHY., HitlEEEEZZT TS
CEEFIRD 90%LL EFFEBELTXISIMENHAT-8. FERICHATKEDF vy a-
70— (8%IEETEENE) 755, WEREDBNIIRESHEEEEF 1| EHICIRETIHILETH
%, BREDBNREE T, KELEEEE | DOARBEICIRETIANDRNLIELE N,
(U ERFEEBREMER LU Z—(2003)E5E)

NYSTRS (28 5 REPERE R — b7 4 U AR T DMEITLL T O 16 L 912725,

EERA ERAGENABIER — 7+ UV AOERTH 7275, EREs (REIT) BN T
Tb\éo
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(K% 16] NYSTRS OAEER— kT4 1) A DR (2008 £ 6 A 30 BEFS)

R—r2+UA2&EIZEHS
TEERELLE

R
(Public
Sec.)
16%

EEERE
(Direct
Invst.)

47%

Febkiis FLIF

(Timberla (Private
nd) SEC.)
% 34%

(HFT) NYSTRS

FEFERER— b7+ U AOEARGRIZIXER 17 L5275, 2007 FTIEIRTF~v—7
16.3%IZx L, 25.8% & KIgIZ ERID Z L3 T&z, UL, 2008 F1E5EHE T 5.2% (v
F~—7 4.6%) ETIRITIET L7z, 2007 FEOAERETZHIL, " EOMIE~DOEEZH DR
WEEEMDRH Y . FENAbELS 25720, AT HAREER— N7+ ) A D/ T7 y—<
Y ARFIEFNC BAF IR R & 72 57273, 2008 FEA D #IZITY 77T A LRTEDZEDEET H i
T AREEREEO/RT p—< U ABRIK TS D olob D LB D,

(K% 17) NYSTRS OAENFERED:EREE (2008 £ 6 A 30 BEHR)

RENERE Yx— (HEH %)
SEEKER M E34E WESE mEI0E
NYSTRS 5.2 18.4 19.3 145
Benchmark: Blended NCREIF/DJ Wilshire REIT 4.6 13.2 15.0 12.1

(A1) NYSTRS

[(®Z 18] NYSTRS OAFER— b T+ A DHIBAINEL (2008 &£ 6 A 30 HEFS)

NYSTRSD FEEHRER—FT+)HA
3t T B 43 B SR
KE LS
7%

AL ERER (NY

o e =X 0
[iic::3 = )
EER
5%
RiEFEPE
[iicke il o
4%
it | &= 1= P&
; ° XA B
(147 NYSTRS 1% ( I;J/iﬂa_) 11:_%
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AEPERE IO TIE, KERNASOERED 93%RRE L DT\ D (M 18), KEAHI
BT ER > TS &),

AREPER— F 7 4 U A2 BT DFEEIES (Private Securities) OO FAMEEIMERIL, 62 @
E— 7 JVIHEHE LTV 5, 2007 4L 52 THH7=DT, 10IFEBIEE L-Z L1k b, 1
7= 744 50.5 1 KV (Bek 830.9 B 7 Kb, Hh 0.1 B 7 Kb, 2008 4F 6 H KRR
Thd, HEREREIHT ) OBREHENRKE S TERWEDIZ, HOHREF L Fo7 &
BhETDHITIFZ L DEFRICEE T HRNEN D D, ZORER, EEIEMICR D0, midkE
WEBRTE D,

—J . EHERAEIT AT OSEERELTHIENTEL L ECHERB LR, F5E,
1 k& 720 ¥ 678.3 T KL (e k 2716.3 B Kb, fie/h151.2 175 KL, 2008 4 6 A
KEFR) THY, THIEE LTS,

RS (REIT) (31145720 V%) 245.6 5 5 Kb (Bck 896.9 B 7 RL, B/ 95.3 H 1

R/, 2008 4F 6 H KEES) T 5, #Edk REIT 1% 1 thd7- 0 E 79.7 55 KL (Fck 83.3
B Ry, BN 75.5 HT Kb, 2008 4F 6 HRRER) TA4FBE LT\,

TAIE 1T 2006 FEICBRAE L, £72 10 AT 280 |7 KAVEEETH D,

Q@ FBEBREDEZAHLEE

NYSTRS Tlid, e EROR— k7 4 U A OHEFI O T AL 2R 2 480E L BT,
VIal—va i To TR—= M7+ UFOWREETo TS, ZOREIT, 171D k-
HLEBISWONZRT TR 7RV, REPEEREITA 7 Licil . FEEMIEZ R 51213 X
WEREEL WD Z IR D, | 7 LOE, ERIFRHIE, KEDBAIE S E<0Kh
Db HIUE, HERFTEXRNLOLH D, L UAREPEITA 7 VIMAGIER %2 T\ 5D,
F I AREPE OB ERMEAR R XXZR 19 DX 512725, 2010 -6 HRKE TEAEE L7 5 /Mo
BEEIRZ R LT D THLD, SBEEOKRNGRTHOTHY . Hilsr#, HiEoibd
HY . FHREEIXEOFO—DIZEETN TS, HIBECIXA®%ITE G, 727, PE
REREZTNDEND,

(K% 19] NYSTRS OAENFEREHIRDERK (2008 £ 6 A 30 B R)

Program Sub- Actual Allocation Recommended Target
. Current Range .
Allocation w/commitments Range
Core 50% to 75% 52.8% 40% - 70%
Non-Core 15% to 30% 29.4% 20% - 40%
Public Securities 10% to 20% 17.8% 10% - 30%

(HFT) NYSTRS
F o B RDU IR 20 D £ 512705, FEIEREOY G, T—7—YRE LT OH

slZdH V. NYSTRS $17-> CWed, THES OV 77T 4 ARE CHEZEN BRI 84
LTV LV d, bbb, BEEME RV IAATERE 24T > TR0 8l 7z & 5
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LTWD,

(K% 20] NYSTRS OAFERE RRASENDEE (2008 £ 6 A 30 HEEFR)

Actual Recommended
Property Type Target Investment Current Range e
Office 35.0% 36.4% 30% to 40% 30% to 40%
Industrial 15.0% 11.6% 10% to 20% 10% to 20%
Retail 25.0% 22.8% 20% to 30% 20% to 30%
Residential 20.0% 20.1% 15% to 25% 15% to 25%
Other 5.0% 9.1% 0% to 10% 0% to 20%

(HFT) NYSTRS

NYSTRS IZAEFERE BN TIIANY 2—BI1 (Value-added) & ARFa2=A7 v 7

(opportunistic) (ZHa&E LIZEEITH T 7T 4 77 PEEFR T, MERAAREPEET——
X, EDOEGLLT L& Lo Tc &0 o, BRI AREIEREIIRAE T8 E R THY |
(3 21 THRZ K 912, REERE OSBRI OWT, X F~v—727 Th S NCREIF 0
SN=R T 5 ENT AL SBL TV DRBEZ D,

(3 21] NYSTRS OABERESHIREIRS (2008 £ 6 A 30 BEFR)
NYSTRS Property Type Diversification as of 06/30/2005

40% 37%

35% | 9
30%
2504 — 229
20% 18%, 6y,
15% F
10%
5% -
0%

28%
3% 24%

20%

0%

2%
9%

0,
2@0%
!

Office Industrial Retail Hotel/Other

\ O NCREIF B Investable Universe

Multi-family
ONYSTRS |

(A1) NYSTRS

DL bE%F & 7= NYSTRS OAREPERERAIIXEE 22 DL 912D, ZDOMDEA 2 k&
LCld, REEREICHBIT D L ALy PERIRIZ OV TR, 3 7 HREIZOW TR 15%7° 5
FRB50%ETE LTWD, /o aTHEICOWTIHMIREPCERBRO 7 72V T 4 (i
BEo AR — D72 &) ~DOFE &G Fr HIFF Y X —2 137 8 AT 15-25% D] (7 4 —iAH) |
v FT 12-20% (7 4 —BR<) ZHBEL WD, FEEABRTIRT 77 4 T figE~ 3 —
VXA RTF 2 =7 4 WENTERWVDBIERFFZ v ), MUl TlL, 2 E Tl
5 EE THRERRPELE £/ (U2 b DC AT 4 BT L) ~OFE %2 AT - T
R, BT —~ A T8TWITEL, ETHAII LI EFHMEL TWD, LarL, A%
EH, 4> R, 7I7VNDIEFNH T H~DOFEE LR EDZ L THD,
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(% 22] NYSTRS OAFHEHREDER (2008 F£ 6 A 30 B =)

NYSTRS
Real Estate Portfolio
100%
$8,423 million

I
Core Non—Core Public Securities
53% 29% 18%

$4,445 million $2,478 million $1,500_million
| [
I | I | I I
Direct Open—end Funds Open—end Funds Closed—end Funds Diversified Portfolios| Direct Companies
41% 11% 1% 28% 14% 4%
$3,502 million $942 million $94 million $2,384 million $1,190 million $310 million

(I NYSTRS

NYSTRS (IO AREERE ~ 2 — Y v —bFH L TV 5, ZORE, MR~ R — v —
DO b IEEZ > TW5, JP BT T 24% %5 50TV A, b4 5 U 27 2
THT-0I, ERE 26% &3 D K9 —NEEDTZEN D,

(R 23] NYSTRS OAFEERET+—ov—DHERK (2007 £ 6 A 30 BiER)

NYSTRS Equity Real Estate Portfolio Manager Diversification

Cohen & Steers,

0
7% RREEF, 4%

Adelante, 4%

Morgan Stanley,
4%

Prudential, 7%

Sentinel, 3% Other, 27%

ING Clarion, 7%

JP Morgan, 24%
9 ° INVESCO, 4%

(HFT) NYSTRS

BRI, AT TANT I TFr—&E CIT, 47 7 E) D TO NYSTRS O RA#E
UTFDEo72bDTHD, 37bb, 7 7FEIL LT LENOREITHY, TAU D
DA, FEOEK 7 SINERFAERT D, 20, FERENRE TS0 L LTimny
V& — %N T HDDOIFREE BTN D, £, A 07 ZITERMRGEIC T o 7o
AT I RETHHDINBUNZ LT HBAEFITE D X 5 W HFIZIZZ LT LE W,
FEEH CEREIND L ORI EbEAEE D, FEESEZZDL IRV ATIZE LT
FIZIXD 720 &S, ZOXHIRBZFNHHT-0IZ, NYSTRS 131 7 T BE&EIZITTH
R T 5,
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(2) E&—4—2 (Mortgages)

NYSTRS CTITE—7 —UHEEML LIZEPEY 7 AL LT ERICEDRNTEEL T
Lo =17 4 VAN D IHERE LLHEIT 6.0% (2008 FEEEARRF) T 2007 4REARIFD 4.8%
PHHEIML TS, BEREILEIL 8% THY ., S%OEMARK L TW\D, T—F— %k
KEEOWNRIE, WE 24 DX HITD, FEAERaL gL e—F— (HF
TRRED 72 VR OE—47—) TH Y. FHA(Federal Housing Administration)&—/47"—
ITHOFT T LR,

TV OEAFEREIINE 26 DL HIT 4 HODER T 7 v RTHRE STV, 2007
VLR BAF 7o iR & 72 o 7203, 2008 AEE 1T Y # — U MKF L7z,

(K% 24) NYSTRS OE—4—IREDERK (2008 £ 6 A 30 B R)

E—F—-CRABEIER iy ET U RAREOSBRE
Ay R(EK Tt AR e

(MTDZZ;tr‘;i HAED) | 2= 4.10%
ne ve ,

7.90%

R AR,

CMBS B, 1.60% 11.50%

15.90% AR,
anRy HiEEd St B ER 4.20%
’/Elﬂ'llz' FHAE®— 'E'B, 21.70% (NYIJ\I\I’%“
w%_,f_ ’72_:/, t) D ﬁiﬁ}%,
2, 75.60% 0.60% 23.00%
(HFT) NYSTRS
(R 25) NYSTRS DE—7— VR EDER EERERE (2008 4 6 A 30 AFFR)
s
BRABIREDN DD RFRY & —2 (5 %) TRtk
T7UR TR RoFw—r EMBE (EORLY)
Black Rock: CMBS 5.3 5.3 20014E4 H 4295
ING Clarion: Clarion Value Fund -7.2 -9.0 200549 H 33.9
ING Clarion: Clarion CMBS 45 53 200144H 372.9
Prima: CMBS 35 2.9 2003411H 117.3

(HFT) NYSTRS

(3) TFZA4~_—+ - U4 T« (Private Equity)

D TSAR—b+ - ITHOATAREOHE

NYSTRS Tix7 74 X— bk + =27 A7 ¢ (PE) & HLBEREERTIZBNTOEDDOE
FEVFALLTEDLA, A= 74V ACBTFIREBRHEDO—2E LTLESIT TS,
— N7 4 U AT E D D FEHERE HERIE 2007 FEEITIE 4.2%, 2008 T 6.0% LIS T
W5, BREREHRIT 7% T, REPEL & HICA%OEMNE R LT\ 5, PE HEDRF
~—71% S&P500+5% TH V) . IED/NT 4 —~< U ATKFE 26 DL I D, WTHILOH

-46 -



MTHRTF~v—27 2 REL BRIV BEZERTE TV D, L L, 2008 FEED /T 4 —=
VAL 2007 FEED 36.1% &V ) FEENSIIRE MK FLTEY  SH%oEAER Shbd,

(K% 26] NYSTRS DTS5 A R—k - THOA T4 REDEREE (2008 &£ 6 A 30 HEFH)

FIAR— b I AT
UG —r (FE5-%)
1A it 2534 WRE K104
NYSTRS 45 24.4 23.4 125
Benchmark: S&P 500 plus 5% -8.1 94 12.6 7.9

(HFT) NYSTRS

PE HEIZB T H2FEELEOREITERE,. V7T vy RX— =y o7 ~OHE LN H T
TEESND, NYSTRS 20X TCOREETT> T D,

— I THEEDOHEENE 7 7 ROHEREED 10%LANICHIBET 2 L2 HEL T
WBIEENLZ N, ARESITHE A ADOKE 72 PE 7 7 v REE 21T 5 BN S
%) (ARGt v #—[2004]) LR ST %, NYSTRS O X 9 7e RO HA Tl
K& PE 77 v RAOEEIRY DL E DM b HL—F, FOLI 0 RERT 7 R
020 TlElenesd, INT 7 o RAab BT S5 % 270 eo T D, ZODHESIE
EENC b FE D REIFTLICSL, FEEETL27 70 FEBZS LI D5 2720,
2008 4 ARK}NC, NYSTRS 23 %& 4% PE 1% 120 A& ¥ (2007 4EEK 97 K) . PE &
TR TH6.LERLTHL=D, 1 ASHTZY 4675 77 RVOFEEITHTND I &I D,
LSBT E BITHEBE L REERSETWOLBEMICH D720, HEEAB BRI L TN Z &R
TIN5,

@ TS5AR—k - IO A T4 1BEDHEH
NYSTRS /% PE % 1984 4EICBAtG L7z, EAED PE OEBEHIRERILXZE 27 DL B0 TH

50
(R 27) NYSTRS O PE OEE&EKR

T5AR— I L T4 DIZERR (2006512831 HEER)

# of Target Range Range % % Range
Strategy Funds Range Low High NAV Commit NAV Variance
Venture Capital 19 10-20% 394,067 788,135 552,798 16% 14% In Range
Buyouts 40 35-65% 1,379,236 2,561,438 1,928,455 44% 49% In Range
Special Situations 15 10-30% 394,067 1,182,202 849,652 23% 22% In Range
International 13 10-20% 394,067 788,135 609,769 16% 15% In Range
Totals 87 100% 3,940,675 100% 100% In Range

(BB FRIL)
(HHFT) NYSTRS

NRoFr—F ¥ XTI 4%, "AT T R51%, AT %)L1 9%, A Z—F =

FIT 15% Th 5, BIIEER L TWADIZT VT « BRAEEHIIC BT A E TH D, A
TXILORFIE, B XY —FKE (51%). HFEERE (co-investments, 19%)., A=
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BE (7%), FREDART 2=27 4 v 7 HEE 8%) LWVWIbDTHD, ZORRTIE

87 ® PE 7 7 > RIZ&E L T/,

PEIZBIFAX v v 270 —5EIXFE 28 DL, ARG ENEEDHFTITH =

EBRETH VI TIEDH DD, M EIT> TN D,

(E%*% 28] NYSTRS @ PE D ¥+ v 1 J7O—5H
TIAR—IILT4DEEKR  (20064F)

Date # Fds Commits Paid-in %Pl Uncalled Distribs NAV DPI RVPI TVPI| IRR
Total 12/31/05 64 6,450,295 3,314,741 51% 3,175,733 1,547,251 2,967,643 | 047 0.90 1.36 | 14.20%
Total 12/31/06 87 8,369,255 4,408,495 53% 3,987,636 2,477,613 3,940,675| 0.56 0.89 1.46 | 16.13%
Change 05/06 23 1,918,960 1,093,754 1% 811,903 930,362 973,032 | 0.09 -0.01 0.10 | 1.93%

(HFT) NYSTRS

PE (2B 2 BEEBIREICOW I FR P EAKIRFHERZF5 5, CIO AR fEME
FREMZR S DL LTz, BRAIZIT CIO OFEMEIT, 18 RVE TOREE & 7500 17 RV E
TOEHZ Y —FEIZONTIETTHY, ZALL RIFEERIZHEL 2 L& LTS,

PE & D 2006 4 £ TOIFFITXF 29 DL 51275, PE FEIIIEFITHF T, 1984 4F
OEMBLAELE IRR 1X 16.1% E @S DO TH o7z, TIUFHESTL = \—Z2DOH T LI 1
P E T DD Th-o7= (2006 412 H 31 HET), LaL, 2007 FELIRRIEIZ DO E
HBIGE U R 7 77 A ARBELRIZ Y #— 0 DNRAIE T L7=oi3eic i 80 TH 5,

(R 29] NYSTRS @ PE D/N\ T4+ —< 2R (2006 £ 12 HET)

BEFE | BEIF | BESF |BEI0F
Private Equity Program 25.0% 26.3% 17.1% 15.8%
S&P500 + 5% (N FI—4) 20.8% 15.4% 11.2% 13.4%

(HiFT) NYSTRS

PE & OEHERFICONWTIIa LY AZ e b (Fx To TV vmAY) OMIEET,
FEETAEFH L CEDOR D EEZ TS EV D, 2008 4 9 ARFTIE, NYSTRS 1145 %
PE #i CIIEEMEOWK N LR LT 2 b0 L FHEL, 2O EFIH A THBAZ T TV
LHEZAEEND,

PE #ZIZOWTOEZRDFHEORA > MILLFO L S 12725,

2007 - 3 HIZ PEFIYEOLZREN S - T203, ZIUTAHTEE OBRKIZ L 5D TH D, L
L 240 PEHMDOAK v 7 & LTCEINLUERZRIL LT,

PEZEIT 27 =7 « N 2 —2FHEHEOLETIZEI L T, NYSTRS & L TIEPEDART T
S VTIN50 FRILTWS, LLBEDOY—7 Y L Pid 2-8% CHIEI
5% THHOT, ZOFFHANIZITE S LD E R TS,

FPEICBTAEFEOXF Y EH L a—L (EEZaIv MLEET 7 ROERT AN
— M= b OFEFEOBESPHESE) (X, ZNE T34 FFHPAL 7203, S%IFENNEE
V. 2-34EIT D L R TWA, NYSTRS TixZ Xk 9 ZREHIC b GRS e 5 X 9 IS Ui
ZLTW5b, o PEHRE (N—h =Yy 7 a3y hA N [ THINLTHWDLR, 4
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BHWIMSELTETH D,

(4) ~NyPT77>2 K (Hedge Fund)

W, ANETFTT 4 T7TRELE VIR, ~v P77 FHADLHDEEZHILDHH NYSTRS
T ZNEITo TR, ZTOEHALED T, ~y Y77 FEEIZOVWTO NYSTRS
DRI TO X 272t D TH D,

Ny P77 REE L~V Y — T4 —DRIE, 74—+ AT 7 F ¥ —IZOWVWTH,
FUTHENZ PE SHEBIL TV D, —fRA0IC PE CTldin— KR b— bz - L 123, 20
20% %~ 3R — Ty —ER L, BEEFITFEY O 80% &S Z L1/ b, LhL, ~y ¥
77 v ROYEIINN— KL L— ERPgETRN L, v 32—V vy — OV 57 L b EFAE
HERREIZ 72> TV D DT TR HEIZ LD L 50% EMAYEbHH L b EbhTn5,
EANDEEESETHLHRL L 0, BB L VI ZFMEL VWO BEMKEEB X D L
Iz T AR, £z, —FRERDOITEAERRINL TWHZ L THY, Fe A
R —L LTHIZT 7 REEH L TONRIER S22 L0, PE IR TNT 4 —~
VAOHEBERGEE LR RN S, £, U A 720N TEINy U7 7 v ROYA,
Ny RIA VA7 HREVEHBTL TS, SEC bEHRZIILL TWD X9 72Rilb H 5
L. BRI IE e F o R LIC#ED K 5 2 BRI T 72 0o Th 5, |
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I11. B

(FAIEEE) 200849 H 5 H 14 : 00—16 : 00
(%77) NYSTRS &=
(4t )7) James M. Coxon
(477) FAFEA., SFHEFZEE. IR

il

I

BHEUSEIZOWTL, b LIZABELSDZ DD F ey 7120 TR %,

Q: ESG (Environment, Social and Governance) #&IZOWTED L HITEZXETHN?
A: ESG 2o\ Tk, LFOXEIITEZTNHS, DFD, FANYSTRS DFEEH4AD A
R —I3HBIE Th 5, 1 OITYURREREOEEMI TR L THDR, 20OREE LT
I, RIEFV A= 7+ VADEMAPFE —TEEBEZLTND, LIei-> T, FEREEDfEmL L
TiE, VE = DMRET IZEADLNETHY , FRUZZO L I LgiTiTmbliant
ZZTND,

Q: ANTRAEATIEZ 7 R =% =7 1 U X MO TIE, SNTOEMN ST L
IMBIFHAHZITR 0 EEAD? BERIMEZEAZLIIEmNT T V=2 ERNE L
L EaX MZKRER LS TIA - - -,

A L THRET, PE OHUFE 3 4% @\ eG4 3 5 SNBOEBEBIC IR H a7z, i
R TWDLDTENA 7 7 —BhH 72D THA 5, LML, NYSTRS OF|m & LT, #EA
BIL U LIEFICRE R EPEOEANTEX 5D T, MUIZITZRVWEANRTEDZ E03H D, EE
27 4TIV A RNEZEORRTIABRHATE -,

Q: AZ Y TDANMIRGEHEBEIZED L )R L AR TNETN?
A:EIF—hL—=—|fTEXT-WVAR CFA ZED 7-W AT R— 45, 7270, BE
DEE T 7T LD XD DT,

Q : 200847 H 30 HIZHENT=H LWESR T ® >k« 2 v 7 RZHOWT, EWNKERDHIE
46% D S T2 42% L 72> TWET, Al LICKRE RN DT DTN ?

A PERE B LI L & KEKRKOB)IZHENIZ TR > T0D ERTWD, £ 7
TA LOEBETEMU AT AU, 77A TV ATEL vVl MO BEZIT5 LR
OIS Z ENBKEMRKDLREL FIF 5, —F, PE EABIEREDLSRL LiFHZ &
Wz L7z,

Q:HFEBRT Yy b 7 RZRELTWD LTI, ALM 2> TWNDHDTTH?
A:ZDLEY, aHLZ L N THDLIFXY 7o RmLTL 525, ALM Z#FHL T\,
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Q:BERT Y b ST ABEERHIT 7T 47 « Ny U THERSOA Uy A - SNGEM
FHHREDOETRELTWHDTTN?

A:Z0LBVE, THUIFEESEOTREEZEZADIZATHETHHERILTELEZZTH
%o OB ZE 5 LD Z LT 4 =&AL DRV EWNT RV, A T R BHED
72 TH RN, WICBELFHEIZR>TWD, A oy ZAERICOWTIE, 7 4+ YV iEH
ROIEINT v CATRE R AT L, NEICEELLT S, VAZFRLHMIE T
Do

Q: ERKRAICET D7 77 4 TEMLRITE % T, HEVFEPREAVEIICRAE
E RN

A Ry VTERIZT NV A MEITT VT 7 2D TWD, v—URITT /T 4 T
Z PP COIRZEHIT 0D, 74— 08 bR, FARBENDTAY » h & LT
K&V, EHASHIAT A=~ 2% LT 2720I2Y 227 255 L30B8 H 203, A
YNTARBZDR LML EIR S AHETH 5,

Q: B —UIZHOWNTTT A, 728 NYSTRS (ZZie—2DEEI TAL L TNDHDT
TN

A:BRET T AL LTCIAREFEDOTTEIL TS, L, EBROEMITT—7 — VM
DHEENND DT, =7 =TI ML LIZEFEY 7 AL LTHR-> T\ 5, ENESRT—
L& HEEL TN D,

Q: ANEFTT A THEL LTaET 4T 4 WEITHRF LT ET/H?

A Al s RBRH A - @i EIXEREHETIIRL, Sy v vava—&4EF R, o
BT 4T 4 BTG L 720 0T,

Q : EMIZ e > 7 U —TTH 2 130/30 72 EI3ERAT 2 T EEH Y £9012

A BIE 130/30 13RI TH D, 7 4 2 VTR U A7 EHENH3ITELE ZAERELT
W5,

Q: = YNF U hEHOEENTIED L SR b D TT N2

A F v T ALERASHR TR LTV, Abel 1TH R 2 > b Cfl 2 OFEREG I
B 2a3 vy a Oz EA TS, BElOhHREEZ FIF 5720 Th 5,

LIk
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SE XM

NYSTRS #"—2A~—2
YRR 14 R ANV ARFEE OB R T ) FFERAaIItt ¥ — PRl 15 4 3 1)
MEGTE ] OB GILRIZBIT D58 (e ettt & —, VK 16 43 A)

Pensions & Investments, 4575
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FBIE AT HIEELEHEREELZES (CPPIB)

TAERZER iR I

I. EEOME
1. BE
(1) &%
Canada Pension Plan Investment Board (7 - #E4&HIEREZE % « LT CPPIB)
(2) BRE

1997 fEI1Z % 7. L 7= Canada Pension Plan Investment Board Act (CPPIB %) 723MEHiLE
T&Hb, F£7-. CPPIB L Crown Corporation (Aff) EWHIENT, MEBENEFEHEL
TWAHN, B & 13— DB Z R > CTHIZMNBEIREHED K O ITEE STV b,

(3) HE

CPPIBOIEM#HIAEIL, 2008 4F 3 H RKEA T 1,228 {801 KV (K9 10 JkH. 140 K/L=80
M) CTdhvs, HRE 15N OERAFE L 2o T D4, X1 DL BV EMABRELIE < H#
MLTEY ., 2019 F2iFTK 3,100 (B0 Kv (89 25 JEH) FTHINT A Z ENRAEATY
E)O

(X3 1] CPPIB :EFRfHEHEFE
(BT« fiEhn < v)

1,400

1,200 [

1,000 —

800 | ]

600

400

200

2000 2001 2002 2003 2004 2005 2006 2007 2008 ‘fEpE

(7B) BAEEL S 3 RS (2008 41T 2008 4 3 A RIFf )
(tHFm) CPPIB

3 7245, 2008 4E 12 A 31 AREETIX 1,089 fghn kv (9 JkH) L7e-Tna,
4 P&I/Watson Wyatt world’s 300 largest retirement plans (2008 4% 12 A 22 Hff) X b,
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(4) NIT+r—TRH#ER
X 2 1%, 2000 FLELUED/ T +—< U AHETH L0, THEREN R -T2 b h
DEBHNII BRI 7287 —~ 2 A L Tp o T D, £72, 2007 LEEIEA LT-BRAR— 7
+ VA (Bak) & o TihmnE 2 FH L RIS 2 ES L T\W5, 7035, 2009 41X
THREREEOE(LIZ L Y 4—12 ARG TAL13.7% L 7> T D,

(KR 2) N7+ —T R

20%

m— 2P T
15% [— —*—UE—Y
——— BRAR—rTAUF S

NN \

LN n

—E

0%
N

—5%
O O S S R SR S
e
o hay N ™ < o © ~ [ee]
§ €& & & & §& & & §

() CPPIB

2. fERAS

(1) IEZE%£ (Board of Directors)
OF::E X0k ]
HHESOEBNAEIT, CPPIBIESF 8 RICULFO LBV ED LTV,
» CPPIB OF ¥R UEBOE I E 1213 EE
> AR - A B OWRE
> EBTERZFSA OFRE - Rk T & OfE
> CPPIB 0% B K OEEB O TEIRFLOHIE
> FRSHKOFHeE - fTEHEOMH 2 B4 2 2B S 0Mm
Z O BER DT T R EMHEIRORE, B O E K O B O TAn, R EROHIE,
ZERORE, FRMBEREZEORR, BEADOTRL EVET biD,
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@ HAN—

FREST, HEE (Chairperson) Zate 12 4 OFEE (Director) 7257210 | #E . B,
FRUE AR R U R TR IR A A L, 7 -2 k2 (&35 L o Ic@ s s,
L 3 AR TIRLRVFHED AIRETH 55,

¥, EOFEIZBWTHIHOK T T 2 EOLNRHEOLH LR 0L O ITHE
S5,

EAMOFINVNILL T DO EFBY ThH D,

OHEFEIF OB KR & CPP (Canada Pension Plan) (221 L TWL D EM OF Y KE A3,

TNEN1LDOEEERL L THESA U AA—0 BATES) #T 5,

OfetZE 275, CPPIB OEBICEET 5 AR A AT DI+ N A G HEHES A

AR Y A AR L, IBARESITAE LY R N Z S KRR T 5,
QEFRUBREIL, U A MIOWTEINOH Y KE & o B, Blda A 2 —% 581
(AR %,
@OEFHBEKRENL, FMOHY KE R OEFES A N — L Hago b, BHEREE(TmT D,
GOXEHHITETEZHA T 5 CEO (Chief Executive Officer) 1%, B CTld7e < BRFHEMMEA
T 5, 72%, CEO [FHF2ITH L TEIEEZHA D,

HES A N— () I EfEAnREH
PEFE  Robert M. Astley (2008 4F86)
#i$  TanA. Bourne (2007 )
PE$  Robert Brooks (2009 )

PEgE  Pierre Choquette (2008 %)
BE  Germaine Gibara (2002 47)
#i%  Michael Goldberg (2008 4F)
Fid  Peter K. Hendrick (2004 4)
#id  Nancy Hopkins (2008 4F)
2  Elaine McKinnon (2009 4F)
#i#  Helen Sinclair (2001 48)
9 Ronald E. Smith (2002 4F)
H  D.Murray Wallace (2007 4F)

(2) R8=R
HEXOT, RKELAR, BARAR, ANF - WEER. TAT UV AEBRD 4 50%
BRPREBINTND, BFREROYPEITUTO LB THD,

572720, FIRIZ3HI9FET (BHERDA 4 HIFEE)

6 2006 9 AICE IR I TV A28, BIFEEICIE 2008 4 10 A STz,
7 2002 HEITERANTERH S, 2005 FEITHR SN,

8 2001 “EITHANTIRH 4L, 2004 FEICHRINT,
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a) REZBS (Investment Committee)

WEZERIT, HFEEE (124) THERSNLD, &H L LT, HEFHOEESCTFH X
DFFE, CPPIB DFERILEFIHIOIR Y R D OAGRROME ., & ) 27 BT 57 7 'n—
FOLVE 22— INBEREFERONANT 47 OO RDDIER, 72 EEITI,

ZHEIX. Robert M. Astley X,

b) EEEZEL (Audit Committee)

EEEZBSIT 5 A TS ND, &HIE LTI, MEHE., WHAOERE, [HF#T AT A,
WERREHI T #E < IBATICOWTCETEZA Y, VA EHOEHIIHEFES LEERESTIA L
TW5,

ZEFRIZ. IanA. Bourne X,

o) AE-#HEEES (Human Resources & Compensation Committee)

N - HEE ST 5 4 T S LD, &ElE LTE, 7oL v 2— L5, CEO
DINT =< A7 v A BAEOHEMR, MEED L 2 —IZBEE2F > T\ 5D,

ZEFRIZ. Ronald E. Smith X,

d) HANFUREELE (Governance Committee)

TNF U AFRBRIT 54 TR S D, &ENL, TNTFT U AR A RIA4 2 FheE
DS, BHEESOFIMEDRS | ITAHGEKR ORISR T A R7 A4 OO E 2 & %217
76

ZEFRIX. Helen Sinclair X,

(3) BUAFEDRR
@ sty
CPPIB [ ZBUMN D LIS LTARBI T 5 Z & 3 ER: BESD Hiv T %, £ 72 CPPIB O,
FHREIZNEECHA AT LW 2 & TSI EZ k> T D,

® B

CPPIB (ZBEUN > HMSL L TV D08, [RIRHZ S Zeii =itz B> T\, CPPIB X, 2
BOFRBEELRZFHEEORK TH% 60 HLIPUIMERE R OO REIZHRE L)
TR B 720, Fio, MBRESHEOHEEEZA L, FEEGON AT 5, 2B,
BREIDR< & 6 FIT—E, Gl - 2 AT L - EBICHET 2RIBd 2 =i L, LB
HIVIRIRFIEEA 2 E S 5 Z L ARETH D,
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(4) 2AKDAE

CPPIB O&RDREHEERIE 2008 4 3 HRIRA 368 44 L 7> T\ 5, HilElL, kv b
72 TIE7 < 2008 4F 2 HICHEEMLE 2 Bk, fev T 2008 4F 5 HIZidm o o Hlbs 2 BRik
T 570 EMIMI bR ZFRIT TV D,

% 3 1% CPPIB D ABDHERE TH L7, Z ZEFETRIRITHEINSE TR, EHEHD
sk &K -> T D,

(% 3) CPPIB D AE#H

400
368
350
300
260
250
200
150 [

100 [

ﬁﬂﬂ

—_
o

0
yiid i N 1 iid iid il jiid
Ly Ly Ly s Y Y H Y
— N ™D < ‘o] © ~ (o]
) ) =] S <] S ) S
<) 1<) <) 1<) 1<) S S 1<)
& & & b & b b &

(HiFT) CPPIB LW E&T =7 77 RO e ERk

II. EFADOHE
1. HEBE

BT EOF—T7T 7 F 27—k nHE, CPP OB 9.9%DIEMEIRD FT, Y
4.2%D V) 2 — 2 HER TEXIUTEMICLZET DL INTEY, FFH42%PEEY X —
s,

2. REBX%K

(1) BEAKR— b7+ A (Reference Portfolio)
XF 4 1% 2007 - (2006 -4 H 1 H) ITRELT-ZHRA— N7+ A THD, B
65%. E7%8 25%, 54 7 L#E#E)E (Canadian real return bonds) 7% 10%® 3 -
THER SN TEY . OREOFESFENSEFLENMNATEIEN (GPIF) OREARR— K7+

-57 -



VA (K 20%., 1E7% 75%. £ OMBEMIEE 5%) LHATH, VA7 OEmWERZIT-
TW5, oB, ZHA— N7+ U4 Lix, CPPIBO/RT 4 —~ V AFHli&4T 5 T2 OICEE#H
(Steward) (2L > THRSNTAKI A NDR— 7+ U ATHY, BBRT7 v h - I v 7
ATCIEARWECPPIBTIE= A F LTUWAY,
[X|Z% 5 (% CPPIB OHELY 1525 &I 27~ L7=H D Th %13, CPP Reference Portfolio (Z
AR—~ 74U A) (Zxt LT, CPPIB i% 3 SOkl W CAIMiEEZ > 5 (oF b3
TA =~ ALG|E BT D) LML o TN D,

(B%4) SBAR— T+ UF

SHHR—FJ4) 4 [2008FE X
% 65% 63%
hF53 % 25% 24%
BN 40% 39%
&% 25% 25%
hFEAILESE 10% 12%
(HFT CPPIB

(% 5) CPPIB (&

~
Take Advantage of CPPIB’s Unique Situation

Core Elements

Capture Attractive Sources of Alpha > vzfu‘;Téﬂ;ﬁg
— — - ' . Strafegy
Build a Better Beta Portfolio §
T _______________.__'_ — <
CPP Reference Portfolio _
Necessary
Asset-Liability

Mi: tch

Net Liabilities Sl

Stewards

(7T CPPIB

(2) BITO7EYyb-ZTvIR
FEOTE Y b 2y AT BRREEAE SEKRS (EbiT T A R— s A
T BET) | ERIIESR R ORI, A 7 LSS E#E (Inflation-sensitive assets)
IIREE, A7 LVEENE, AT TARNT I Fr— LAFA 7 T) THEINTEY,
otV 2 — g (Absolute return strategies) % & ¥ 7G5 7 DEFEY T AT I N
Do

9 LoTHEBDOTEY b+ v 7 AFBHAR— b7 4 U AT BHET7R0,
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2008 4 3 HKREFSTOTEY k » S v 7 A0FEMIINFE 6 LBV THY | EHBAT
SAERES, A OVERT Y, ENE, REE, 7 LEENEDIAE 72> T\ 5,

(KF6) 7t b 2y REEH

BEHSR R
®R 771 62.8%
ER#H 289 23.5%
SE#R 482 39.2%
(#%3X55PE) 134 10.9%
=5 298 24.3%
BEFRVEREMTIS 298 24.3%
Fokl U A — BRI 15 1.3%
AV IUEHEE 144 11.7%
TEE 69 5.6%
AL EENE 47 3.9%
125 27 2.2%
&t 1,228
(1) 2008 4 3 H KW
(Hi7) CPPIB

7ok, PR 7%, 2008 - 3 HRIFA & 2008 4F 12 ARFFROT £y b« X v 7 A% g
L7=bDTHHN, Ihakshd e, EEFEO Y =4 "R KRIEISE L, 774 _—h - =
TAT 4RREPE, AT TA LTI F ¥ —Ip I EGEE~D T =4 MR EH LTS,

(&7 7y b - Sy RLE

200843 B K | 20084 125 K

LiIH%R 51.8% 42 2%

PE 10.9% 15.3%

&% 25.6% 27.8%

TEhE 5.6% 7.1%

127 EENE 3.9% 4.2%

1275 2.2% 3.4%
(A1) CPPIB

(3) A UNHYREREETER

CPPIB Tid, ZFtEMNOLRMG L, ZOBRERZILR L THHA D AZHY AT &
WOEIE AR NS, BlZE, KRB TI Ny v TERAORTE STeA oy ZERH %
2007 LI T 7T 4 THEHATHEIA L= Z LR EETHA vy REHEAT 570 8
DEVENRSND, £i2, BREREERELSOT & Y F 7 T ZZHOWNT bIRHEE 21T > T
DTl SHBbA Uy AZED AT ENE M L Ebils,
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(4) ROFI—Y

X 8 1%, BIRAR—F 7+ VA THASNTNERF~—7 TH D, 2B, KEHES T
ADFEIR R T =T ZONTIE, BRI TR,

72¥%. CPPIB Tld, £EES 7 ALV E, F—=2 L) F—0THRR— N7+ U A
KLTERIDZENTEDINE I D ERBEERLTEY, ZRA—F 7+ UV FONT 4 —
TUAPR T =T ThDHEZZTND,

(H&R8] NoFI—7

Asgsat Class Benchmark
Canadian equities S&P/Citigroup Broad Market Index Canada
Foreign equities S&P/Citigroup Primary Market Index World

excluding Canada (net of tax)'

Fixed income Custom-blended benchmark of actual
CPP bonds and Scotia Capital (DEX)

All Government Bond Index

Canadian real return bonds® Scotia (DEX) Real Return Canada Bond Index

"For fiscal 2007, the benchmark for foreign equities was gross of tax.

For fiscal 2007, the benchmark for Canadian real retum bonds was Barclays Capital Canada ILE Index.

(A1 CPPIB

3. EHRMEEDER

(1) #%AX (FR<PE)

CPPIB OiEMIE, 1999 4 3 Al N o7& (EWN 80%. S 20%) 75 E44
LTW%, Y4i% CPPIB AN Lo TNy U 7THEHOAIRESNTEY . A b+5T
320l Z LD BINTZRET ORI L 7572, LArL, 2008 A2 Xy 7 HEAIZ OV TIE
A NTZEHTITO £ 912720 2007 FEEIELT 7 7 ¢ 7EHIZOWNTHA AT A TO
EHZRIE L TV 5,

F7o. BUNIEOHHNZ L0 EERO LR D TR 7203, 2005 FOWINEFE~
DOFERIHIFE L1021V | 2005 FLELFITXZR 9 D & 365 0 SMNERRRA~DOHRE LR 2 KigIZ 5|
& RFTnag,

HIEAINZ I 10 D &80 TH 0 EEREA~OBE RN @D, =~ —T 0 T EE DL
RzEH>TWDig EICHD,

ek, BRI &1L, DGlobal Capital Markets (X v 7i#EHY1) . @External Portfolio
Management (77 7 4 7 OZFi6iEH) . @Global Corporate Securities (7R kAT v 77~

10 FERITIBNEPFE~OFEITEEFED 30%E T (2000 413 20%) (ZHIHI STV,
L 25y 7 AT S&P/TSX, S&P500, MSCI World (&< US) #fE-~>Tu\ 3,
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2 —F 2L DR E B OBIR AT H 2 & TG ES % B 57 kE%) | @Global Tactical
Asset Allocation, ®Relationship Investment (3G L TREEICB G TE 51225
RIDOFEEF ST BEZATOERIIRAT D8I O 5 SOF— Ao TEMZ1T> T D,

(K% 9] %RAXDENR - B hROHER
63%
61%

53%
43%

29%

32%
29%
30%

2008
2007
2006
2005
2004
2003
2002
2001
2000

17%

0% 20% 40% 60% 80% 100%
| mEXN  OfEsH |

(1) BAEE LS 3 HRERR
(AT CPPIB & V4 =7 7T LARBIIFE R

(R 10] #RX Dtk FIERLE

Ohters
Japan 5%

7%

Europe(ex

cluding
UK)
13%

United
Kingdom
6%

United
States
25%

) BT BSR4
(A7) CPPIB

(2) &%

EIREMIZOWTIE, CPP 2MRAT 2HAMES (R 2043 FH{EHE) TOEMIT L
AETHY | EROEMOEE~DANEEED TE -, koT, MFE 11 O LBV EED
LTI 5 % AR 272 & 5T, 7272 L. 2007 AEICHISHEOREARER 2 1
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N ZATHIGEL TV D,

(& 1] BH0OERBFEHTE
(AL : &0 B )

500 100.0%
400 | — 1 80.0%
300 — 1 1 60.0%
200 | 1 40.0%
\ﬂ-\
100 O ERARE () 1 20.0%
I 2EEICHEHLEE (BE)
0 L1 1 | I | | I | | I | 0.0%

il il il il

19995
20004
20055 &
20064
20075
20084 &

20014
20024
20034
20044

(EE) BFEELD 3 ARKR
(HHFT) CPPIB L V& =7 7T UG I e Rk

III. IR F T4 TERE

1. FAFT 4 TREDFUE TRUEE

(1) FNLEAFT4 TREONREE

XF 12 1TANE T 4 TEEICBE LU CTEEY 7 A Z L OEMABIE L EESRICED DT
RERTZLOTHD, ZhER5 &, CPPIB OANE T T 4 THREORGEFET. REE,
AV TT, TITAR—b - 2T AT ¢, #ixt) Z— KD 4 EREEIZB W TERE AT > TV
5L EMND,

(RF 12) ANEF T4 TREDERREE EELKICEDHDLE

(fEmkiL) | ™= H&H B E
TEhE 69 5,502 5.6%
1275 27 2,190 2.2%
PE 134 10,720 10.9%
fExt!) A—2 H R 15 1,238 1.3%

(7F) 2008 4E 3 AZRMES, 100 R/L=80 MH#A%
(AT CPPIB
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(2) FANEFT 4 THREDLERT

FEPE, A > 7 TI2OWTUTE BITA v 7 LEEIEEICHE SN, 2oFhoy 778y |k
I T AL TND, —FH, TTAR—|b « 74T L 1ZOWTT ESEERONER LArE S
FHITWA, 7235, Makl U 2 — BRI DV TIE, ST L7=EREY T A L LT 2007 4FRE
\ZHER LT,

(3) FIWEFT 1 TREDREESF

& 13 1IBAR— N7+ VA L KEHES 7 ADOBRERIR LT DOTH LR, SR —
7 U A BT D POMEAL 2%, WA T VEEMRICKH LT, U ¥ —r ok
DHIRFCE DEPEY T A LA AN TN L) T EREAETH D,

(R% 13) BBAR— T+ VA EREEY S5 ADOER
— 2=

=

ey i Loy
/h“,a\.._ ' /T
We design our portfolie to gain exposure to beta sources, sources that tend to
move with the ups and downs of the broad market.

Opportunities for addi"n"é].. v

T R b S D T GG T e A i e
Private | Canadian MNominal Corporate 1nﬁﬂ:‘z::lme
equity funds i equity bonde i Bonds

(AEEE - EEEE

Private Emerging markets Foreign Canadian I Real Estate
Debt Funds ey L egully real_retum bonds

(HHF1 CPPIB

—Ji. ANETFTT 4 TEEICB T HEEIET T ADETNENOEEHFHICO VW T Y
THEIBEIZLTELONRKE 14 ThHhDH, ZhveEild b, RT74—<2A0m RN,
REEE « A 7 TWUFIA T b~y U fixt ) 2 —UBRIKIZIET 77 7 ) A7 558078
MFRFEN T3,

(RF 14) AILEFT 1 THREDKEIHATF
BEISR FHEREEAE
REE SBAR—FIA+)AZR T BN TH—IVADE L, A TUAYD
1275 SBAR—FI+)AITB/INTH—IVADE L, A2 TLAYD
PE %Ko T B/ T+r—<T o ADA L
iExt) A—BRR | T O T4 A DD ER
(A7) CPPIB L 04y =7 75 L AWFoekit (e
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(4) FAIWEFT4 THRE~ADAZIUR

X2 15 138 AN TT 4 TERE OB & EREERIZ L0 S RO E 5 FOHEBZ
RLIEbDTHD, Zhaekde, RBE, (77, TIAN—F 2747 1 fixt
F—HIE & BICEEERCED DTG 25| & BT TWLEk EICH D Z L3557 5%,

(R0 15) A5 F T« TRADBRRIM L BESKIZEHHLE

TEE

CHERRE (B IL)
—BM-EEL2ERICHDBLE

6.0%

1 5.0%
1 4.0%

1 3.0%

2.0%

1.0%

I s R e Y o O I O

20044EF 20054E[E 20064 20074 20084E[E

PE

o E AR (B mk L) ol
M- BEEEICEHHLEE

DHHH

20044EE 20054 FE 20064E[E 20074 E 20084[E
(1F) BAEEL S 3 HRER

(HiFT) CPPIB L W E@T =7 77 RO TR ERR

12.0%

1 10.0%
1 8.0%
1 6.0%
1 4.0%

1 2.0%

0.0%

30

25

20

18

16
14
12
10 |

2. FNEFT T4 TREOEERSLEDRESE
CPPIB Tii, FeAlE4ZE L7z ETHEINLI SR — N7+ U AT LT, M

BZ22F20 N7+ —~vrR%E5& EITD) _< R= 74 VA OHEEELIT>TNDHD,

ZOBIUTIATY A7 X—=ZA TR OWRE LT > T D, K-> T, CPPIB Tid, BFET =/

— g NF Y AT EES LTERERTHDL E LTS,

3. FNAF T 1 THREDHBREF

A2I7

S ERAFRE (B L)
—W-EEL2RICHEOILE

|-

20044 E 20054E 2006EE

20074 20084EfE

et 2—HRg

CERARE (EMRIL)

—W-EEERICEDHLEE

7L

oON MO
| —

L
20045 & 20054 20064 %

20074 E 2008FE

X% 16 (TEMA DMK TH 5, CPPIB Tid, LGHi5#&%E 7 /1 —7" (Public Market
Investment) . FF B HE 7 /v —7" (Private Investment), R#EjPEZ /L —7 (Real
Estate) @ 3 DITH#EMREZ 2T T\ D, 72, U AZEHEITH I —TL
Design and Risk Management /3BT HIL TV 5,
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(X% 16] ER DX

Chief Exective
Officer

Chief Operating

Officer
Portfolio Design and
Risk Management
Public Market Real Estate Private Investment
Investment
Americas team International team
CRWF—L4) (EEF—L4) Infrastructrue Private Debt
External Portfolio . N A Funds &

Management Capital Marketsftt Principal Investing Secondaries

(HiFT) CPPIB LW FE&T =7 77 RO ZeRERk

(1) ABE

RENFERE 1L 2004 FIZBAAA L, 2005 I 2 AT CIEH T — 2235 _EIF 7203, 20k
Az L, B 7 U TR T 24 A8 L 7o TS, ETe, REPEZ V—T0F, K
INF—2o (14 4) EEEEF—2L (1044) O 2 F—LIIHniGEMEZIT> T\ 5, 72E,
TEHIEILR & LTk BB 2 s R L /ISR, ThEh 1 4T OBEL TV 5,

(2) 4275

A 7 THENL 2003 TV v A=Y —~DOZGLEM THIL TV D, b, A7 I
G OiEHF— 0%, Private Investment Z7/L—7IZJBLTEY, 7 U U 7REETIL 184
K] & 7o TN D,

(3) TFSAR—+-IVAT4«

TIAN=F - AT A REIT 2001 FITREZHAL TWD, HEMHL Private
Investment 7 /L —7"T{T->CEY, 5T [Funds & Secondaries (224 )] & [Principal
Investing (19 4) | @ 2 SOF— KN TS, 725, TIA_— |k « TIAF 1 O
HIEILR E LT Ry (640) L&/ @4) ([THUSEBT AT T\ 5,

F72. Private Investment 7 /L—>7"ClL, #i7=IZ [Private Debt (5~64)] % 2008 4
THISIL BT, A% 0 AREICHBETETHDL LaAr P LTV,
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(4) #@Ext1) 52— HRE

Mokt U # — g 1%, Public Market Investment 2 /L — 7' @® External Portfolio
Management 75— A T{7-5 T\ %, External Portfolio Management — A%, ZMfiD~ %
— VXTI T ATV AT /T 5 ENEEITHY, R— b7+ VU F~vx—V A b
F—=LEBODANY Y YR NF—=LR3D 5, 728,3 DDARY ¥ U A M F—LDONRIT,
DIAEFAT A +wAFARNTTFO— - Ta—rbwra, @7 LYy k- LTF TR
a— e~y VTR QORI a—h ERoTND, MAT, R—h7x V4=
YOET VT F=LRBY WANARGHR, YATGHT, Ta—T VYV ARER
ToTWD, ffixt ) & — U BIKIZBIMRT 5 AT e 7 U o VIR T 8 A72H, 41 10~12
HLITHEETEL A P LTV,

4. ANEFT 4 THREDERFE

(1) T EhE

@ EEHR

RENE~ORERL, KR 17T OLBVFELAEMLTEBY, =7 AT 1 &7 v bEREHT
% L 2008 4F 3 HARRESR T OLEM RV (197,300 (M) L72oTn512, ol 23w kA
VR R—=ZTIE 124 I RV (]9 9,900 (&) &> Tnd,

(K& 17] TENEREDHRS

14,000

12417

12,000
10,000

8,000 r

C$ Millions

6,000

4,000 r

2000 954 976

20054 20064 & 20074E 20084

O Asset Carrying Value B Total Commitments

(1E) BAEEL S 3 ARERA
(AT CPPIB

12 NERIFZ= 7 A T 4 DS 67NN Kb, 5 b 24 (800 kv
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@ ERF&E
CPPIB T, ~EhpERE % [Public Real Estate (L35ANE)PE) | & [Private Real Estate
(FELESAEPE) | (294 T 5, Public Real Estate L X REIT ©Z L 2L CkbH, B
TEIIARENPE 7 v —7"Cld72 < | Public Market Investment 27 /L—7"Ci#EHZ{T-> T\ 5, 72
. REIT OEFMFICONWTIEBZ T EZER L TWDLERICHD EDa A b7z,
—J7. REERE D 93% % 58 5 Private Real Estate 3582 [Funds] & [Joint Venture
(= b= L DEREEE) | 1IT3T THREEZIT-> T D,

Joint Venture (%, 47 4 A7 EDar7 7y h~OFEETHY 7 1 — (FEEH 2307
THLOBFRETH D, —J7. CPPIB ORIFE 150 TRWTTIGA~DOEER, MAICHKE L
THRBDNNSWEE 72 LI2E7 7o R~OFEE (Funds) 217> T\ 5,

X% 18 MO 19 (3B FIERNOERFERFTH D,

(®% 18] Joint Venture ME 4 ZE=EH
<Joint Venture: KN F—L>

Eox ] REEH IN—hF—
C$1lbillion Oxford Properties' national office portfolio Oxford
C$1lbillion public to private transaction 24 office assets Broolfield
US$300million Class A office properties in the United States TIAA-CREF
<Joint Venture: EEF—L>
o] REEH IN—hF— RERH
&£ 355million London offices ING 2006
&£255million major UK shopping center Henderson 2007

(A1 CPPIB
(3 19] Funds DELIHEEM

<Funds: KM F—L>

E 27 8%
US$250million Brookfield BREF 11
US$300million Blackstone Real Estate Partners VI
US$200million TIAA-CREF Core Property Fund
US$150million ING Lion Mexico Fund
US$150million ProLogis Mexico Fund I
<Funds; EfFF—L>
Eoy] J7UR& HEFIEAL
US$400million MSREF VI Global major investor
€200million Blackstone Europe Fund I large investor
US$300million MGP Asia Fund II joint largest investor
£$200million Dexus Wholesale Property Fund major investor
€400million ProLogis European Fund I second largest investor
& 185million Westfield Shopping Center Fund joint largest investor
& 150million Henderson Shopping Center Fund large investor
&£75million LaSalle UK Ventures Fund large investor
€110million LaSalle German Income & Growth Fund joint largest investor

(HiFT) CPPIB
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® FEAl

B 20 IIAREPERE 2 BB I b D TH DD, 47 4 R LGk E e LT
%, CPPIB TIIHBBNZRFEE A R T A L7 EIXED TR, BURT/RTZ VAL T
WHEBZTNWDEDIAL IR BHoTZ,

(R 20] FENEDRERINER

42!
Tig  57%

(1) 2008 4 3 H RHFAR
(tipT) CPPIB

@ g

M5 21 IFAREPEREDOEN - WIMNEROHRZ R LI b D TH LD, FrI~DFRE
DS EH L5, AEERERLG) D OEhE & LTI, 2004 FZIEAFH, T AV D
KT o778, 2005 fEICA XY AL 7T A&BAML, 2006 EI121E KA &8l 2007
FIZIZHFE, A=A RT V7, AFazBMLTnb, B, AFTalizondid, @
EAFRFCE S b, BilECTOLARTH D Z L 2B LB L LTEF TV,

72¥5. 2008 4F: 3 H R RO HUBRIRERLITINE 22 D L B0 TH D,

(R 21) TBEREDEMN - BIMNLEOHR

L100%

B0%

&0%

404,

20%

o —
March '05

(tHFT) CPPIB
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(2)

(R 22) TENEDHISAIERLLE

3B S TOTF
IZkIJ\H 1.8% 4.8%

5.8%

XE
7.8%

x=E
17.0%

(1) 2008 4 3 H RHFAR
(tipT) CPPIB

AVIZARANIDFv—

AT TEREIZOWNTIE, AEHEK. &, hr R,
e EHHRIN D 0 BAERENE L . U AT DRV

TE SRR
10 {0 RV (800 fiEH

ZiRA LK TND,
itk w3l

M) U EoOEEHITH =
20~30 4 LD TEMAIETE L TW5, CPPIB i, K/ g%

L ARRPERR & R & LTV 28,

ZEPR, MR HERR

A, AR,

T A —HNALTHEEEIT>TD, 18
1Bz X 3~6EM P (240~480 (BM) #HZE L. BAIc k> TlE
EINTEABRELTWA, 72, %

S =

1795 2

U e A
LIZTEDR

BERET e — CEZTBY . 2

FTCHLF IR a—T—T 0 K, FERPICHEHEEZIToTWAEDa X "iboT,
X# 23 13 F72A 7 THRELTHY . BEEHES Y 7o REEEZ{T-oT5D,

(BER23) A1 VISRSOFv—BEL

L 2
BE%A ] BE BEE | o b
AT SR DOEE22BkMES —
AWG Plo 06/12|/A—F B 75 UT#EDLTFK | £500milion | 32% g.°('3°”'a' First State [FMand
Bt taroup
7500LL L DERBI A HHTFTU R - TPG,CDP,Axa,Charterhouse
TDF 07/1 @ﬁ{%;‘yf“'j_b’%*i US$35million 2% and others
FUDEAADIBW%LL EFH/N— . Brookfield and two other
Transelec S.A. 06/6 A EES US$355million| 27% Ganadian pension funds
3ABKmIZRS/INLTSAT . .
Vlales & the test Gas | g5/ |y =) XRRITAL T SURIHE| S66million | 17% gﬁzﬁ::gzlmﬁ?hzgap'ta"
g A RER S
HFZOXKED/ISATZAUHE S7UR
Macquarie Essential Asset |03/12|R D EEEEL>=FEIZFRFEISH | C$200million e Macquarie
A2 IFI128BETEI7UF *
Macquarie European Frp D OECDINEBEIZH DA TS . T7R .
Infrastructure Fund 05/1 I ESBT7UR €200million o Macquarie

(t£F1) CPPIB
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(8) TFS3A4R—+-ITHOAT+«

@ HEERE

AT T AT IFv—bETe Private Investment 7 /L— 7 OREHEIL, TV 7
AT Iy R AL FA—2Z723 300 &1 RV (59 2 JK 4,000 (&), HEFEITX—AD 160
B RV (891 9K 3,000 (E) &72->Tnab,

@ ERF&E

TTAR— b7 AT 4 OEEFEIL, TFunds). [Secondaries]. [Principal Investing]
D 3 ODOFETIT> TN D, ZRGEHNHLBTH L2, /~— hF— WARRIZIE 10 Foox
— h =3 oY) LEFETEEREZITORE LT TV D,

a) Funds

Funds Cli&, "M 7~ 77 R, B X )V—T757 R, T4 ARLVAI T 7 R, X
YFr =k ESANT 7 RICEREETTo TV D,

77 v ROREHAET, 7 7 R 5 8 Mv/=—rll ETHhY, CPPIBA 1ER
WU EFEETELHBDORENT 7 REFMELE LTS, B, HELLLT 7 RRRND
HEDOTHIUT 125 B RVETENFRELZIT) ZENTELL— L ER>TND, £/, Lk
SEPNZHEFH D Fund of Funds ~DOFE 17> TWDDS, 7 7 & RIS 58 KAV T D7
7Y FHETEY, ZOFTHERWHDAHIUTRE L T\ 2D,

Funds OB X T /03— hF—3X#E 24 L BY THY, HFRFIZ 50 tLL D~ —
Y—&arZr helfloTnod,

(X% 24) Sample Fund Relationships

<XE> <BR > <HFE>
Apollo MPM Capital Actera Birch Hill
Ares New Mountain Advent Celtic House
Blackstone Paul Capital Alplnvest Partners EdgeStone
Carlyle Providence Apax Partners MDS Capital
CCMP SV Life Sciences Bridgepoint ONEX
Diamond Castel Silver Lake Candover Skypoint
First Reserve Thomas H. Lee Cinven TD Capital
Freidman Fleischer & Lowe TPG CVvC Ventures West
Hearhland Industiral VSS KKR Europe Tricap
Hellman & Friedman Welsh,Carson,Anderson & Stowe | Lone Star Funds
Jordan Company Magnum Capital <TFTOT>
KKR PAI Partners Advent Japan
KRG Capital Permira CITIC Capital China
KSL Capital Terra Firma FountainVest
Lightyear Capital Triton KKR Asia
Lindsay Goldberg TPG Asia
Matlin Patterson MBK Partners
MidOcean Partners Hony Capital

(tHFT CPPIB

13 2008 FEE KT, 63 D~YF—T ¥ —D 119 D7 7 > RITE L TW\5H

-70 -



b) Secondaries

Secondaries Cld, limited partnership D DZITILE 72D 7 7 o R~OFRER, 23
WICAR P —L LTOWNWTAE T 7 FEESH72 8 LTH LU limited partnership Z %4
T HEERE 7 E2ITo TN D, HEREREE LCE, 1245720 &K 2,000 )7 K/L/=2—
&L, Z7AT 4 ~OFEN 7,500 5 F/Wa—all EREELNEEZTND,

Secondaries (Zxf9"% CPPIB ®ifiZx%, (DCPPIB OiEMABIENARKEZ W &, @REIZZ<
DEXTNIR—= FF—ZONWTHH L TWBHZ L, @¥XxT N 3— | —1% CPPIB Oz &
ZEHI LTl 0 BRI AEGRS T Z &, R EEFET TN D,

723, Secondaries M2 2 FFICEI> > T2 /X— M —IXIFE 25 D LB TH D,

[E% 25] Secondaries D/8\— k73—

Fund Secondaries Direct Secondaries

AL G L0 Advos Iniecpaowal ‘ II!!

BLTMAL TEOYRIN BRATTY
MARaEIm AR, |

%mmummmnl IIIII MIDOCEAN

Fm

| < | m ] v
. . 1 gan

Permira | _ -

(HFT) CPPIB

¢) Principal Investing

Principal Investing I 2~3 fFRIICHE ZBME L2 LWTFETHY . BT 3—
—L L BITA T Y bOTOIE A& 2175 T 5, CPPIB Tl ilIZ G D& C
T DIRHIZAEE L TR Y BUE FARRE THIULT IR ATREZR AR Th D, 72,
CPPIB 2MED % Z L DTE 5 MIIREIUT o a P2 > 7 ERRRCBE D3 & WO A
HEART N N— MR TE DAL RATH D,

7235, Principal Investing O E7aPEEEITXF 26 D LBV TH Y | BCKH O~ 723
FEICR L C 30 #ELA EOBEFEN S D
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(K% 26]) Principal Investing DIxExX—E
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(tHFT) CPPIB

@ gl

HERINZ I, KFR 27 D &30 ALKRSBRIN 722 EHsh &2 RO E 21T > TR . BT
4% LD TRV R E 7e > T D, 728, Funds TIEHTELTG~O&RE 7 v 7T LE i h
EFT7T o7 U — U U TG OFRE 1T T D Z &R0, Principal Investing Tl
TOTRHARD S— N F— R TT OT ~OBE LT 25 2 2 Ffo Qb &, Bk
VSN~ EEGZ KT TS B TH D,

W e 7Y T8 D7 7 RIZ 15 FAFRERE L2 a Xk,
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(BF27) T34 R—b - TV AT 1 ZREDHIHFINR

Asia(exclud Emerging
ing Japan) | Markets
1.5% 1.2%

Canada
4%

Japan
0.6%

Europe(exc
luding UK.)
22%

United
States
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United
Kingdom
15%

(1) 2008 4 3 H RHFAR
(tHpT) CPPIB

@ %15
FRINIE, M 28 DEBY THY ., ZHOL I X —ITHKEE1T>TY A7 55z -

‘(b\éo

(BF 28) TS5A4_R—b - VA T4 IREDEEFINR

Telecommuni
cations
services

Materials
4%

Energy
5%

’ Consumer

discretionary

Utilities
27%

6%

Consumer
staples
7%

Financial
Services
10%
Industrial

Health care 16%

10%

(7£) 2008 = 3 A KHFA
(HiFr) CPPIB
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(4) #@Ext1) 52— HRE
foxt U 2 — ML, WERIGERVE PED A —/X— L A TIT o T2, 2007 FREIZIRNT
SHTHZITIY M ahD T, E£72, 2008 FEITITH L < 4 SOEFERERD L7 L
29 D LBV RELIRESETHDREECH D,
723, External Portfolio Management 7 /L —7"Cid, MF 30D LI %T 2a—TFT ) V=
VAEATOTWAD, AN — g UREBICET AT 2 —T7 U V= ROV TIRIOHE
ZERTo TN D,

(R3& 29] #fExtl) 2 — VHIRRTE

1 FA 1 B Mil$ | R FHBREA
Bridgewater Associates 262 07T E
Barclays Global Investors 225 084 E
PIMCO 250 084 E
Smith Breeden Associates| 315 084E[E
Treesdale Partners 100 08 &

() 2008 4 3 HARFR
(tHpT) CPPIB

(X% 30] Investment Process

Portfolia

Soweing and Feermzl Cue Diliganse o
Janagemen

o g e Investrant Due AN "Operational Due e  Portflin i A ] R Lt St B ‘Manitr ad
nages Sourcin Initial Review 3 Alck Dus Diligarca e Due i B e megotiation Appra | Prase e,
Manag, ] ! Dillzence PR D 1 g Diligarce AsEl e Bl o ot et on EREWRTEIACRE e e
Edlge, quality and 3 |mvesment
Fropristary newok Aeference checks Fepea A bl of Hedglrg ability Ovetn| Loptating Fund STrUCTie vayesian PeopeTeharyfee Deparmental serinr special|y
envi mament SIruCiure H 5
insights Dacigian Cammittee
i Cualitative Underst@and ng of i : : 2 sk budzeting A
Existing managers Br
B 1A 1 age SEi eadih e a Serviceprovides Lonflics ofinterest A Legal modifications Board Regular dialogu
Quantitative . i Fortidlio . ongoi ng porifali
#rima brakers Expert] Laver selu pr in mited T
rim bral it pertlsa aga Trade procssaing i mi et Risbi iy e i de Jetbors it
High leved risk, a .
operaticnal and Execution Ligidity Al lapict| ook Monitaring toal:
- reparting functions assessment of risks
legal review
C.!pa:lr..' f”“ (apl'alf.rlsk Cash Al Fortfolie
sz alability allecation eang b AiAle
bion-al pha Riskposition limits Fund valuationg
Methodylogy aed Information
modeds technolagy.
SyStES Comgliance

Qualitativerisks

Apprapriate risk
LA0S ATy

Manigement of il
risk

(t£F1) CPPIB
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5. FWEF T4 TREICETHIRER

(1) 2&Kk0)RVEEFE
@ YRy EEBLEE
U 278X, Portfolio Design & Risk Management &9 7 /L—7"C{T-> TV 53,

BEFmZEES (Investment Planning Committee : LA IPC) TESfH L T\ 5, IPC &,
President, CEO, COO, Portfolio Design & Risk Management @ Senior Vice President
S OF Public Market Investment + Private Market Investment - Real Estate Investment
4% Senior Vice President THERL 31TV 5,

BEHM T, A IPCIZ X » TREIRHIONT 4+ —~<  ADIRDY K #{T->TEY | b
72< LB IPEINT 1 BEITPRRRITHE 21T > T D,

@ IR EEEE

CPPIB Ti&, VANV =vT 4 72 MM LTWDENR, UAIZ AT 2T 47 8T
ARTHLTHRELTIAZEEZREL, Ty b Iy TR RAZA VRO 2@
WEABZRANZ Y 27 2y L, Bl LItV A7 Bat=2 ) 7 LR b, MELISETY
NG U RATOERERRAR DN L2 BEFT &) b o,

72%.CPPIB TlZ,. NV a—T v - URZ2Z (VaR) &F v X/ T v U X7 (CaR)
ZHANTN D,

@ FUOT14TIVRYER

CPPIB 1Z, 4.2%DFTEREIY ASERLAIRER SR — 7 + U A% ERID U & — 2 2
THZERHWERSTWND, BEA— N7+ VFIKTET 7747V AT OFRE

(Active Risk Limit) [IX#E 31 DL BV HESTREL TWD, B, 77T 47V RY
OFFAEITIEE 10 FFHOT —F ZHIWTEHE L T 5,

(X3 31] CPPIB Strategic risk-taking

Lever 2: Adjust Active Risk Limit

i Lever 1: Adjust Reference Portfolio

* Allow additional assets to be "put at nsk”
1o earn additional retumns from active
management

= \iable strategy of investing in low-cost,
low complexity. broadly diversified, public
marke! indexes

= Amount of additional “assels at rsk”
controlled by active risk limit — currently
600 bps, at 80% VaR over one year

+ Acceptable degree of asset-liability
mismatch — currently 85/35 equity/debt

T + Risks: market. alpha, credit, liquidity

(A1) CPPIB
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@ EE2AD)RYEE

CPPIB TiX. #aftDOSHANE ek LR RRESMBOE S 21T\, ZRtE BT K272
HIZ, 2003 4£|Z Enterprise Risk Management (ERM) ® 7 L— AU —7 ZHH LT\ 5,
FRIEEIZRBIT DY A7 ORI OWTIRE U A7 LSHI IR L, 5 DO Y X7
AT ) —Z@ak L ECEH AT TV, CPPIBNERT DV A AT A —L DN
RIFLUTDO LB TH S,

a) &&')RY (Investment risk)

FEY A7 L, HEBESCHMAZER T HBROMRY A7 LYy MY R iEE
VA ZEREADOY A7 D & HEOFEREDBRIIR bIEERSEZEZ DV A7 THY |
BEV AT PNR—= 7+ VARIEKRDOV R Z2RDH 2 &b, BEENT VT 47TV RY
D EREAGR L, HENZOHIBOFTT 77 47 ) X —2 O KRIbIZED 5,

72%5, CPPIB OFEAEEEMICRBNTIL, 4.2%DFEY ¥ — 2 ZERTE T, VAL
ERDY AT B EEOBRY A7 LEZTEY, ZOREY A7 iR L Lo h—4 v
U A7 EBREAT> TN D,

b) EEE&1) X% (Strategic risk)

BRI U A7 LIE, ANE Y RIS AR ATE D | BRI LIS A O E<ETTERNWI A7 0
Z L, CPPIB Tif., BEFHE A2 MERTE L TCWD, T —EO~— X THFHA
EMERTHZETE=Z Y T LTINS,

o JEMERUIREIY RS (Legislative and Regulatory risk)

BRI RO Y 27 L, A, BRI B, ERBITICEE N BE, a7 947 0%
DI T E ZRWFREDNER AT 2 EILRERNICE Z Y 9 52 &, CPPIB Tid, 3=
TIAT L AEREREISEDL L L BT, EFHPERL, BSOS 5 HHICOVWTEs
CIEfEIR a7 T4 T v R BRI OISO F#E LS BIFREHG TV D,

d) #EE') X% (Operational risk)

U AT Lid, WEHOER 7 ot AN « VAT AR ERPA 55 F 13RS
2720 SMIERSIAET HEROY A7 25T, EEY A7 2T 570012, &
TEIT-720D, NEDOWHHEZRWIED 572 EOMKEIT> T\ 5, ok, #E U 272X
CPPIB |ZktT 24N B0 A b EEiD,

el LEaT—3>r!) XY (Reputation risk)

LEa2T7—va VA7 LE, WES LIIIMBERIZ L > T, 47 - {fH - A A—VIZ
BRSO VAT &Y, L 2T —a A7 OFEBT 2008 FICBITHEERT —~ T
LdHY, AHHEEEFIHEEICL CWDR ETH D, 2B, & TOMEE K OHF IR
FHBC & 722 ATREMEDS 8 2 8 NRO 72 HuG | RORIE BUR 23 & 2 J5 & DBG IOV TBIR T2 203
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%70 EDITEIHIZ ED TV D,

(2) 7754 LREEDFEE

CPPIBTIE7 7> FEAETHZ LYy b U AT BIRGEN TNV, 77T A LRED
RERBIZITTBOT, & LAWYk CEEZ BT TE D RS b L X
TW515, CPPIBOMAIL, A LRTA X PIEFICEMTHL LTy vy a7 —
WEELTND Z 16, NT R — FBMENTWD Z LR EITH Y iiGORLE FISFKIC
MBTEDRUICHD &AL P LTV,

6. FINEFT 1« TREITETBFEFEEA/— FF—DFRR

(1) TEHEREIZBITH/A—FF—

B3R 32 IFAEERE D/ S— M ——ETh 5, CPPIB Tid, REFEREICEEL TI S—
N —E HFETIRET HIEEE & > TV e, /S— M — 0@ TEETH 5,

N =2 BRI, TR AER L TV D, T FIRSHEE AN E L EE L TRY
BT HBRTIT S — M= BERAZ RO TN,

IR— N —DEEITH T > UL 2 — AN H D 12D DI R IT TRV, E
PERNIZIE, OO EERD B 57>, Q7R A F NG A R > T D7)y, @CPPIB &
FREICEREYINES TH D0, REICONTHEEL TS E A R LTV,

(K% 32) AEERED/A— b F—
»Selected Partners: Americas

BHODKFIELD TheMGmup“ R I_O_Fi-_(‘_": E N

ASSET MANAGEMENT

- E’E HAWKEYE OSMINGTON
axford P sesion TR

O THE GREATER 000"

»Selected Partners: International

REAL ESTATE

mﬂﬁf&{ ING 0 ﬁ;ﬁ:w ManacEdENT D Exu S

Morgan Staniey T RS @ Henderson Group

(HF1 CPPIB

15 20094 2 A 13 H¥EED 10-12 AWERO=2—2 Y V=R BUEO BRI RF o =7 1 ThH L
I T2,
16 2020 FFE TlE, BENMAT D HIAZLE 2> TND,
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(2) TSAR—b+ - IZVATAIZBITBERTILIN—F—

TTAR—h I AT 4 TlE ZEOERTN/— b — L HFETREZIT> TV D0,
BRI N — N —OFPRPNEE L 705, BIRICEE L TR LRI T2 DT Tl
2R, OGRS, @F —L0HlE, @~ rT AL hOfEk, @OEENE, ©FHk2
EDOFM, R EIZOVWTHEEL TNDHEI AL FLTW,

Flo, BX T — =i, BRI = =R ETHRA L RIS EoRE %
CPPIB/A C& 5 Z L ZELRL TS,

7. FNEF T4 TREICHITHERFE. v R—>v—5Fl

(1) FIEFTT4 TREDERFHED 70X RUVEHEAE

TIANR—F s 2T AT 4 TR, WIS T 7 BT =~V AEFHlIL Y 27 £+
FEITV, ZOVAZICH[>TE=Z Y V7 E2FEfi L TnD, o, WEHIEIcyr—Y
¥ —iHlZ TV, v 3=V —T Ll —T oA NROT X =T oA hR EOREELT
S>TWD, 2B, by 7 ~F—T % — (EAL25%LIN) (ZIXBURD 2 5Dy 23 AIHE/ R L —
IR TG, iz, ft ) X —BgIcBWCE, Ta—T ) V= 20—& L LT
AT RE 1A FH L T,

(2) AotEUTA4TT4—DK%R

TIANR—= eI AT 4 T 8% = R L— b ZFRE L 20% DB & L T2,
77 v RIZE o TR iz 256~30%ERL TS 2L ZHLHDHMN, LIV I 77 K
CITHEIZ L TWRY, 2236, ROV R—T A M7 =% 1.5~1L.T5%RE L 72> T
Do

—J7. CPPIB OB K UMBIZOWTH A T 4 TRIOHRMAR & 72> T D,
CPPIB DR EITABE Tid/a <, @il & LT Market Value 2 3fA 95 £\ 5B X FHTRZEDY
Rlld D, HEOWNAERIL, KED33DLERY THY, AW (Salary), (2
7 4777 (Shortterm Incentive Plan), M/ k&7 ¢ 777 (Long-term
Incentive Plan) @ 3 DB SITW D, BHIA BT 77T 213, e (&
R OYEDEFEST T A) EHNDIRT p—~  AB T TRESNDFREEDZ L TH
Do —H. REA 2T 4 7T T NTAFEEONT p—v CRITESETIRE S, 4 FH
(AN D E SO Z L Th D, 3 DOMEIAIL. CEO KONEMICEHEEDHEE &2
DSNOEB & TIFERDRE L 72> THBY, —EOEENTEHT 5, 72, KEHIIA
= - W B TIE S LD,

Fio, HEBEN IS AL 5 A OV TR FIZFLRTT 2 2 & 28 CPPIB Bl CTE
DHITND, EFESOEEEGHIINE 34 DLBY THD,
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(R 33] REHEAR

—
P~ @ @ A

E#A v T4TT5Y
(LTIP)
v

+
—
e

B T1TTI
(STIP)

~—~
+

A

LTIPIX4ERE D/ TA—T U R(ZHDE
/ RESN AFEBOREICKILDONS

STIPIEBBL S (EARRVIBLDEEY
SR)EEANDINTA—R U RAEEHT
RESND

ST FAN

(HAT) CPPIB LWL =T 77 UG

FUrEREERK

(R 34) = &¥REER

(G AR IV%)

Annual

< 20064 > s Salary Bonus LTIP Others Total
Mark D.Wiseman SVP Private Investment 242,308 900,000 19,406 1,161,714
David F.Denison CEO 450,000 562,500 54,477 1,066,977
Donald M.Raymond SVP Public Investment 295,000 330,000 190,960 51,363 867,323
Graeme M.Eadie SVP Real Estate Investment 216,827 275,000 18,215 510,042
Jone Nymon SVP Finance and Operation 210,000 140,000 67,649 24,110 441,759
< 20074EJE > Tk Salary %r;‘;fil LTIP Others Total
David F.Denison CEO 460,000 : 1,840,000 74,112 2,374,112
Donald M.Raymond SVP Public Investment 310,000 : 1,177,000 : 240,438 53,780 1,781,218
Mark D.Wiseman SVP Private Investment 310,000 1,360,000 42,544 1,712,544
Graeme M.Eadie SVP Real Estate Investment 285,000 1,077,000 38,955 1,400,955
Myra Libenson CFO 223,269 320,000 17,896 561,165
< 20084 > i Salary AB?)?EE LTIP Others Total
David F.Denison CEO 475,000 : 1,246,875 i 1,902,343 : 539,748 : 4,163,966
Mark D.Wiseman SVP Private Investment 325,000 1,050,000 : 1,364,499 368,341 3,107,840
Donald M.Raymond SVP Public Investment 325,000 828,750 1,103,738 : 368,585 : 2,626,073
Graeme M.Eadie SVP Real Estate Investment 300,000 765,000 : 1,111,092 : 339,339 : 2515431
Myra Libenson CFO 273,077 300,000 37,992 611,069

(1A CPPIB
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IV. ESGZ 7 7 2 —IZB9 5t

(1) EXWGERA

CPPIB T, —MIIZ ESG 7 7 7 #—%F[E L TV A SHIEMNICBUVW T y—v
A% d EE 2 TEY ., [Policy on Responsible Investing (BEE&KERY v—) ] ZED ESG
77 7 B LTORET 2 ED TN D, 2B ZOPTUTO L S ISR#H ST D,

2.0 Our Principles
* Responsible corporate behavior with respect to environmental, social, and
governance(ESG)factors can generally have a positive influence on long-term
financial performance, recognizing that the importance of ESG factors varies
across industries and geography and time.
* Disclosure is the key that allows investors to better understand, evaluate and
assess potential risk and return, including the potential impact of ESG factors on

a company’s performance.

723, CPPIB [ZHBEERE D/ A =7 L EbHiL5 7, Public Investment @ Senior
VicePresident C# % Donald Raymond K73 PRI KEIZENMM L TE Y, PRI BEIRENLD
LIz CPPIB TIXEEEDE 2 J5 2B Y AL Tz,

(2) EYHEA#EE
CPPIB |3 E DR RIZDOHRBEDR D D7D, UART « U Z— ORE O ESG 7 7 7 Z
—%ZE LTS, LoT, BINOX A HT 4 TAY ) —=2 713 7hT, = 7r—v
AV RERLELTWD, B, 7= A MIER:, EFEORmcHEfL T\,
LU=V A FNOFRTT 3 — DAL TWDEDIE, OKEES), @ (i, A, #LiliZs
Eo) fHFEE, OFETX2%EHRM, ©3ATHD, £, KRS =TT 47 L LTH
F3BDODEBOVEE DA =TT 4 TITELEIT> TS,

(B 35) BEKRA =T T47

B E % i =
CDP Carbon Disclosure Project 475 55 CO28FH DIEMBATREHELE
PRI Principles for Responsible Investment 470 18 ESGEHEEBE IO RIZHAHAD
EITI Extractive Industries Transparency Initiative 80 14 BEREXDERELGAEEEZRDHD
ICGN | International Corporate Governance Network 400 10 OA—R—L—tANRFURDRYET—H
ClI Council of Institutional Investors 140 3 KED#HEERERK
EAI Enhanced Analytics Initiative 27 24 R BERICEATINMEMEIMLICEHIED

() 2009 4 1 HARRFR
(D) AR L 0 e =7 77 BT EE ERk
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(3) ERRKETHE
CPPIB T, a—RL— M NF U ABRHHEREL T D Z L3, BN 72 Mt
RIZORNBDEBZTEY . T ANTUAPERET D700 1 DORRESR & U Cih e T8
7> TCW5, £72, CPPIB TITFEUIAEI TR A RT7 A v 2 —RIZAR L T\ D, &
FOEMACICONT L, BIEDTHEITERTE L TV DN, Bt O TR A A L,
CPPIB OJFHIN A KT A AZ—E L T DR EIT> T D,
72¥%5. 2006/7~2007/6 £TT, 2,29 10 15,938 #EZRITxf L, 2,421

L TR EEZ R LT D, MK 36 13ZDHRTH %,

2
Z ez

RER A

(15.2%) Zxf

(K5 36) FRIETEEAER

Category/Description & Items | # Against %% Against
Mzmt’ Mzmt’

Management Proposals

Poutine Business 4.963 270 3.4%

Director-related (2.g. elect directors) 5,146 439 0.5%

Capitalization (e.g. approve reduction in stated capital, approve 1,526 236 15.5%

authornzed share increases)

Feorganizations and Mergers 565 67 11.9%

Non-Salary Compensation /e.g. approve/amend equity-based 2,736 920 34.0%

compensation plan)

Anti-takeover Felated (e g approve/amend shareholder rights plan) 219 a7 44 3%

Shareholder Proposals

Foutine/Business (e.g. separate chair and CEQ) 107 35 32.7%

Felated to Board of Directors (e.g. declassify board, majonity vote for 203 122 60.1%

election of directors, term limits)

Pelated to Corporate Governance (e.g. poison pills, severance 49 34 60.4%

agreements)

Felated to Compensation (e.g. advisory vote on executive 196 74 378%

compensation, pay for superior performance)

Felated to General Economic Issues 2 0 0.0%

Felated to Social Human Fights (e g ILO standards) 14 5 35.7%

Eelated to Health Environment (e.g. sustainability report, genetically- 71 29 40.8%

modified crganisms)

Other/Miscellaneous (e.g. report on charitable or political contributions) o7 27 27.8%

Other Social Proposals 44 7 15.9%

Total 15,938 411 15.2%

(A1 CPPIB
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V. BRLE

LR AK) 200849 A 8 H 14 : 00—17 : 00

(%P CPPIB &=

(J£7) Sterling Gunn X (Vice President, Portfolio & Risk Analysis Portfolio Design &
Risk Management). Graeme Eadie X (Senior Vice President, Real Estate
Investments). John B. Breen [k (Private Investments Vice President, Head of
Funds & Secondaries) . Babak Abbaszadeh K (Director, Stakeholder Relations) .
Karen Hinds X (Specialist, Stakeholder Relations). Aleksander F.Weiler X

(External Portfolio Management Public Market Investments)

(477) BORAFFER., AFFER. <FHZEE

HERSEIZOWTE, B LIENELSADZ DM b B 7 12O T 5,

(1) CPPIBOBEIZDUVT (A& YikER)

Canada Pension Plan Investment Board (VLT : CPPIB) (3% 2705 10 4E25%atE L7=
D, BUETHIRF NS INF U RAETALCEED I v a VNER STV 5,

Z ZC, CPPIB MO RADIAT D, BT X ONIHERIERE <AL, 1990 o
HEIZITYF DT 7 7 o 7 BTV TIIFRETRE TIZRWZ S b L 7o 72, 1966
AL 1 AOIBIF 2D E 6.6 NDOBEEEE DAY, 1990 A HEO THTIEL, 2025 %
TIZ 1 ADBIEIZHOE 3 ALDWRNZ L3 30oTe, 1996 FITITEHIRIE T, #ens
L0 RV LA TZaWZ b2 68, #af73 170 {501 KAV SKHL 9 RPL & 72> T
72, & T CPP (Canada Pension Plan) 23E#t ATRE T/ Z E B E 2R o7, £ 2T,
MBRESCBIN LA 5| & B, 2 To7 'y &8 CPPIB 2% L LTz,

CPPIB O /3 F 2 ZAET /L% DS (Independence) | & [FiBHEAT: (Accountability) |
NG UALLATH Z DD, MRS IR, BFEESNEH LN L TRV, CEO (38
FRLoTEHIN, HEOFERREIHEDO T v M7 Z e atmd, Fo, IEFESOHH
DYIEZE LTZWGEIZIE, RTOMD 3550 2 DREIENRHY . 32O TDOANAD 34530 2 D
FIENME L 2> TS, ZIUTIH T F OFIEUIEL BT LRI L o> T D, —T77,
AR LV, IHHREA A L7120 | FREEAES 3 4 2 L ITMNBFMB KEIZ L DA, Fr
BERZZITT20, 2 FIC1LEANAT Y v 7 I—T 4 T HiTo TN D (THUTIERETERE
FHITVD),

Z 07z, CPPIB #3727 /WIEEREAIC, OEACHT OUGEL—/L D38 LU,
QBEEDOHIIIRE SN TEB Y EAMERE (VR - U 2 — 2 O RAEDNERRERIZHIRD
SINTVWD), @OECD, IMF, X[Ef#= L&t CPPIB X SWF (Sovereign Wealth Fund)
TR, LS TW 5,
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Flo. BFEOF—7T7 7 FaTV—iE, SOHEEE (9.9%) ZHiTiuL 75 4R CPP
DG RIRECTH D EREA LTz, 7o, F—7 77 F 27 V—d3EZLICRELETo T
Do

CPPIB [ZBEENGS DI KA OHFABR TN S D, Lo TRFER (E&EFr 71
—3 a0 E) RNAMREER (WAERD ERSPEFEMERE) IOV TEREITT 2250
B0,

N—h 74 U AOWEIZH > CTix CPPIB O BMICEETHZENEETH D, VAIZD
TFRMEEZEZDVERDH D BFERA~DZT AR—T % —3 60~T0% L 72> T\5, £io,
CPPIB TIiZ ALM %> TAHR—h 7+ UAEZHEEL TN D, 2B, HEY ¥ — % 50 X—
VARA v PETENUL, R E 25 XR—I ZARA > MEH T2 ENTE 57, CPPIB
X 2 — 2 DR RIEDME—DEETH D, LT, CPPIB 134K % 9.9%THERF 25 2 &
RNEHITIEZ2 0,

Q : CPP & CPPIB OB#f&IL ?

A CPP IS EGNT 720D T 7 RTHY, ZDOT RI=Z Fb—3 3 IBUNFIMT
STWb, Lo TF—777F a7V —0nLKR—hrOHFTCPP %2E LT HEI21%, CPP
DEPEIZDONTDZ EEFFL WD, —F, CPPIBIX” 7> REEMT A57-0IELR
TRk CH Y dEO—EE LTELRT, DF Y, CPPIB OLHIIL 1 D THY
CPP 77> R&EEH - AL QW B O7=DIEb ik ch 5, BIFNSEELS
R TCWERHZIE, QBTG CESZSEMN 2175 . @QRMOMERICZEEZET 5. @MYL LT
FHLUWRECGERT 5, L0930 F T arndhy ., Or&IR L,

Q:F =777 FaTV—VLAR—NIEET TAZ EOHFY Z— U DFLd STV B A,
ZHUL CPPIBIZH- 2 6N b DO TIEARNWE W I FERTL VDT ?

A:TF—=TT77F 27V =NBLR—=FOPTHNATNLDIE, FHY F¥—142%ThHb, =
WEIERTOT 'Yy N IANLAEM SN BT Th D, ZOIE 4.2%% IEICZ N
K CT& DBMAR— 7+ U A E{EST, CPPIB Tik, ZOBMAR— k7 4 U ATkt LT,
B R A > CohZ ERID Y Z—2 % BT 0 ) Z MR TH 5,

Q : BIETA T REHORIL?

A VAT XA LERR—ATEETR RS, VAT _X—2A T 2/3 NEEEERTH S
D, R DIE L A ENEFEER L 72> T 5, CPPIB TIIEEEIZY A7 77 7
A —ThHbHEEZTND, ZHUIE TRy VT R—= 71 V4 GRER— 71V A4) I
KNTDT T 4T IVRIT ThHDH, Lo TGO TCOT 77 47V A7 T h—F /LR
— E 73 VAOHFTIINRD /NS NEDTHD,
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Q: DEVEAR=ATIIA T AE TG T LN Z & TTN?
A:TI7T7 4T VR ENSETIELIEN, Ny v TR=FT7+UADY A7 HNE T

AL TWA, NET. Ny v TIERAL WA Y, — 5T 7747 VA7 %L -
TWDHDIE 40~50 RX— R 72O THEHYNIWE WS Z L1225, LV EZEL DU RY
AERFOEAICES L N ORE 20 L T & 29 LR Eb-> T &b
50

(2) FEIEHEEIZDOLT (GEAKYERRA)
ARENEREF IS === T 4 VA LALEST TN D, 22T, 77n—FL LT

TR EaDNNT U ARELESTWD, 728, REPET BTG OBREN/ NS W=, FE RS
GREE AL L7ro TS, Fio, SHEEOATIEAR L, TG ~DEE HIT> T\ D,

WA DPEETERIZOWNWTIIY A7 BB A EZELTWAL, 22~ HBE|lax e

Fiere &) @< 2 &bz LT D,

ARENFEREICB TR, U ATZERED ) X —2 O KIbZE 2 DOHETIT>T\d, 1

DNLT 0= SUTHI D B RE A X A N AT T2 (LA by VNI 2D LTS,
9 1olE, BilE TORFMEL 3 R F Rz HEA L TV D,

Q

Q:
A

Q

 FO LT L TAREFES~DEE LR EZ RO TNDEDTL X I ?
A

CPPIB Cli7 m/r— 3 v a_—RIHKEEITHO TWDHDITTIERLS, VAZ « X —
NCESWTEREEITo> TV D,

: REIT O&FENZOWTED L HIZEZTWDEDTL X HIMN?
: CPPIB T% REIT IZOWTIEEZ FZER L T D EREIZH D, REIT IZOWTIHHAE

2 DI CGEM L TW5, 1-21% Public market 7 /b—7"CilEf] LT Y | bhigiy
T/ m—sYv REIT OA 7 v 7 ZE 0D b@mnl 24— 2 BT o 7 7 n—F %247
STW5, b9 1O1%, BIZAR Y L— 3 vy 771 75 550 Public to Private (B
Hib) BT 260 THL,

AREPERE OREMRITI EDREZ R TNDHDOTL X H)?
EHRECcHY, AT 10 FLLETH D,

: Core. Value-add 7% & OFELEIL 2

A R BEEEZ D TIRW RS, BRI Tl Core 73 70%. Value-add 2349 30% T&H 5,
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Q:

A

OTPP x° OMERS D & 9 [ZABESALEZBEINT 5 &0 ) 2 LIIFER RO TL L D
M2

T ZINTEINTE B X9 R REpESANIEF D . AEFESHOEINES £ TE

272 LiEv, E£7-. CPPIB AL —&—Ti3hl . BEFTHV -\ EEZ TN
Do

(3) TSGAR—b+ - ITHOATARUA VU ITIHREIZDNT

Q:

A :

Funds & Secondaries & Principal Investing 1% & 9 W D BSEIEN. TRE 21772 > T D
DTLEIMN?

Funds & Secondaries |35 b EHELLENEH 2> TS, ZIUIEHRBEDLT, K&
WEERD < b s, 7ed7q 5 CPPIB OERBIFEILKIZH, N—FF—L &
IZHET 5 2 ERMETE G ThHh D, —77, Principal Investing [3E DS NH 7=
AT Y, /=7 4—T/—F%x U —L W IHFaiEd 5,

: Funds & Secondaries D~ % — ¥ —NZEWAENEDO L HICLTEH L TCWADTL

L oOMm?

L EPTAT RV =R 040D, MAT, Ub—va vy TvR—Ur— 8~10

LB ENENDOERTNNN— N —ZFHT 580 = U RE E R LT D,
FLTC, 77V R =% =T —< APRET UL, RO7 7> RiZid=I v b
L2V E WS T2 T LT 5,

VRV =l Z TN DR F v — 7 LG ?

AR F = FEERELFRILLDOEEX TS, £, B TOYF—Y ¥ —IZ2OW\ T

A T TRV, BREA—F 73 VA ONRT 3 —< AL T D,

D REFECOWTHIRD IR EZ B TTF SV,
P ATNAT T (FXy AR 100 EI RAVLLE) 2356 50%., IRDAX » AL T Dk

([7 5~50 & F/v) . FOWIZT— 4 77+ ([F 50~100 (&0 Kv) . 780 1340%8
N, R Fr—FF EXLRLT 4 A RLVA MB{THoTUNA,

: Private Investment TlXa VA& "a2flioTWADTL & 902
sV YL L MEfES TV, CPPIB O~ 3% — v — R HR T Rm D AGE L —H%IC

T-oTERY ., TOLEDRRN,

AT THEDOHEIRR (FEDREZFHEL TNDHDTL L HIN?
A 7 7HEED IRR It Private Investment LV HK<, 10~13%REZHIFF L T

WD, eBe b AT TREIRMATHY VAT MENZOTH 5,
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Q: A7 ITHEEIBNTUIBUN & OBMR B EZE L N EF 728, AREIZED L ST L THE
HELTWHDOTLE IN?

A= T AOR—= R F—=REIN) aRxy g raEGE L Tn5, CPPIB 23717
HEMD O —T N R— N F—DENEEDaRxs v a v hbFoTnd, ZIVE TREEZT
STERKE, =a—U—F K, 5=E, KM, FETHZES ThoT,

Q : WEEMWEIZ DWW TIIED L I ITEZXTNDHDOTL L I 02

A REMEORIEEIIHE 2y, CPPIBIZEMOWEZFE TH Y . MBIRI S E D 5 A5G
X0 b T oL REL EELRD L MENED 2V, Lo T, CPPIB TIXEH (Bilx
X, 254F, 354F) ITRFCOHEIESL VD bDOEIFFICEHER L T\ D, £o, REIOEE
MTRTEDLF Y v a7 —2b72b L T<ND, bHAAIFRENEC T L IT L03%
HEBEZTWD,

(4) PublicREDRTLERDBEICDOLVT (kA& YERRA)

ZAEGEH TS EE L WO D BIToTnD, HlZIX, T4 A MLVAME—F =T L0
DD Y AT DT AR—V ¥ —%gLIz0 LTWD, £z, THUCRESTZ) VY —2R
(M) 2RO, Ta2a—T UV V2 RAEE{THo> T 5,

FNTNDOFE T — LD AL, FEFIZED R EF>TBY ., 29 LIEAMBIERED
T a—T VT2 AEITHIDEN, ZOWFEE, FlziERy 7 AZF v 72 LT &N
DX RBHAR LD TR, FEARFENEZAETT 2a—T IV V2V AE[To TN,

RN— 73 VAR T 0 R0, 22 TOI—/UMIEZRHNATo TN L) 2 & T
bbH, DFED, VRZEZFHIT D72 TR, WINNZY A7 ZEET 50 00D T &5
2T <, CPPIB TIZWERCOMT TEEABE L TRV . TNz Y A7 &Sy LTV
FIERVNEZZITLTND, 2B, SHBOSTOFBED TWD, £, ZREhD R
Ry x VA MIBZOR— N7+ VAZF TR, BOBHEYE LTV EZ X —bEDTH
RFE=2 1 7 %ITo TN D,

7k, BEREIZOWTIE, AT OTIH RS, 73— M —3 y FOJ Ciikigir I Z i
ERIZMBIEL TS TS, 2, A—h 7+ VAT L TUIY A7 AT = M CHIER
ZLTW5, UL, WANWARARTTIO—D L~V TRESNTEY, HlziE7 m—n
N=7 BTN b, HADTR—T % —TNL 6 EWVH L IZEFECHIEEZHIRL T\ D,
ZLT, VEF—RVRAYZ, aAREFHIZEBE LTS,

Q : ok &2 — HERE ORI MT 2

A BHERICIFETOARA N T T U—%F— N~ A TITo Tz, LnL, 7Sy 7HR—h
T VA BHRER— R T4 VA) ~DA T Mg/ NRIZT B T2DI0 ) O~y Uk
LCWb, 2F0, 777 4T VRIT &y T VRINLUIVEESTZ & &2{To T 5,
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: DFE DR Z— I DOEEORETIT R, VAT A~y DD T T
HDOTLEIM?

N VT R T VIDREDLLRWE T I AT 4 TafioTn< &Ny 2 e, 2
FVA ==L A ZflfioTHiSG Y A7 2L TN ENIZRZD T TITo TN D%
X IEBRVEEREOL T T A TN a—v 3=V —IZELTZLTDHE, ZO1ERLV
EHEARUICEZ THRIC 7 AR—X L, a4 —— LA T 5 L&k y v Tz
AR=T = IEDLOLRNEN) Z L2725, 2L~y P T 7 T 4 —% 34D
DIRVHHAAR L 2o TS, DE D | BFHINZRTSHY A7 #ROES) O LI T AT
WAy V772 RaDT 4 =2 DR THENE T HENnH Z & THS,

: ft U 2 — U HRI I T EIRE A IR PELS (53D 2 LEERAMEK W3, A% 0 Ttk 2

VR TR =Yg EEET O — g AT Ko TRIERRER DN, YA Tl —
TarTEZDLE VALY VRSSO H H0REERNICITN 30 EIN RAURETH D,
L, FEBICEENT 0 — 3 U EN TS DT TR, 28, 2 Sy 7R
— 73 VA GHRER— T+ VD) T 7T 4 TA == A ZNT b D Th D, F
T2 VA Rz MIERABBEOIERITGE U TABRRKEL 2o TN ZERTPHEEND,

AT AT AEELIIEINY LA ToTWVWADTL L 90
WAWNWARZ LEETUTHOTWDAN KLV =A FRREVDITe 7 a— R ThD,

D T 4T A OBES GBI R O FIREI e OMEBL L TL X H 1?2
BTNy YT 7 R =Yy =L T, UIT Y RR—= =2y T LN HET
BEL WD, v 2=V ¥ —ICL>TL, IFT 4T 4 OB EE], 227 47«
O RE T 5 7 Efix e FiEx L > TW5, LiL. CPPIB A KEDEMOA
MEFF> TWD DT TIER, 2B, BT VIR OV TEREL TS, =
BT 4T IR U CH IR LRk L T\ D,

skt ) A — RS DR T — 7 (I B> TNDTL L 92

: CPPIB TlE, &2 TOHEEIZBWTART 2 =7 1 2A N TEZTND, BIZIE, Kkt
2 — VIS CHIUR, Ny VTR — h T+ VA (SRR — 7+ U ) o B&EHRKNT,
HERD~ =2 v —IZBEEPE L TND EWD Z L2 D, 7B, #axt) ¥ — U Hlg Tl
LIT 47N a—< 2=V —NEEAETH Ty v arXF~v—27 L LTHE
STWN5,
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(5) Z0it

Q
A

cESG 77 /A —%FEBE LT Ty a— MIEZTWRWOTL L HI0?
D FEE. FIETITEA TR, Fx OERIMEIX, HETHL Ny T R— 73

F SRR —=F 7+ V) ICH L TEDREY 270U F— b0 Z&ith
Lo bBAMEL D73 —T % —TITESG ZE&JE L7 B Z1To TV D00 LIVRWA,
ZIUTE & D~ 3= ¢ —IZHW TR E DB, ESG 2V A7 77 7 X —LE
25D THIUE, ThzaffioTurrya—halieZ EHAaEESITE D,

D AL T OISR & AR OFERIZ DWW TH AL TR,
D ETL HRENC OV TIE Market Value 2309 &) Z EIZ/>TWn0D, ZHUL. BE

DEWANEZBEE DT DIDITFIMETH D, ZNEITHNT, BIEDRRENZ LR0X A LR
TARUBENWZEBRA U M ThD, o, MBCSULBIFFICEETH 5, wfto T .0
MU L TWH 2 EBHERE L THD, ZIV ) T Lo TEHDANIEHELTL b,
723, CPPIB [ ZAHIZ2BEB Tl d 725 . A B T2 W EER LB AESIT b TV D,
LI TITANBER LB O TWE W) L2 AL H D X 91208, 2 D515%
9. F£7z, CPPIB 1Ih S ¥ EROFESIESLEHNTLHETHY . £V ol fFEL L
T2WnEWnWIH ABEF - TL D, HlziE, Hix D Donald Raymond Kt 5¢4 CPPIB (2
VW, —/% Goldman Sachs (2= L, FFONCPPIB IZR-> TE 7, Ziud, EOF4E
RIZHEED D &) Z EREREE o> TV D,

SE M

CPPIB AR—L—3

[FESME DO AEIE AR O ERERA I BT 98] (&Rt E L ¥ —, R 1743
)

NESNVARIER TG DA vy ZIERIR DA (B =7 77 A ITeiE,
h% 20 4= 3 A)
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FHAE AU ) AIMNEBEIERSFeEE (OMERS)

FLHZEE HH OIEE
I. EEOHIE

1. BE

(1) &#
Ontario Municipal Employees Retirement System (OMERS)

(2) 1R¥LE
OMERS %, 1962 #-(Z Ontario Municipal Employees Retirement System Act (OMERS
Act) WHIESINTRILENTZ, A0V AINTH HHETF, HEL, HHER EICEHBET S
MBI OfMEERIHERTH D, OMERS Act (3 2006 2K E < dE A, HrLy Vil
SELTE AN U AETIVEMSL LT,

(3) #HE
M7z 1 D Y , OMERS OIE R IAFE 2 BHENC & 5, BIAEIE 52,187 & 15N RV (2007
£12 A 31 BEI(EY) L 72> TRY IR 42 (6, 7T Z5 SAOEFARFLL 72> T 518,
AR L 3—13K) 88 TN, £D 55 10 1 3,000 AANREEE CTH Y . MNIZH D 906 DEH
FOMERSIZEMN L TV 5,
(R 1) ERFEDHR

BAARKET VALUE (§ BILLIONS)

522
282
.6
255 66 3632
s s g
29.5 301
257
anp 209 L€
48 BT
126 125
ag a1 105
)
s 56
20 25 30 39

TR 1 | |
pasppus =13 | | .

74 75 F6 77 7A F9 B0 81 BI B3 B4 A5 86 BF B8 B89 S0 91 52 93 84 95 95 57 98 59 00 01 02 03 04 05 06 OF

(HiFT) OMERS

(4) BT E DBER
2006 I IE =172 New OMERS Act (2 XV . [EREOIMNBIRORE G2 72< 720, Kk
SE LT TN T o AR B FROE e e b e o T,

17 OMERS OIRFIIFF 12 HRTh 5, 2008 4 3 HBUE, 2008 £EE (2008 4F 12 AR) RAEDT =27 L LR
— FBRRAETH D2, AR TIL 2007 FEETOT =27 /VLAR— b LICEER LT D,
18 P& I Watson Wyatt world’s 300 largest retirement plans (2008 4=12 A 22 Hf}) XV,
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(5) KR

AT DESEEOTENLRILIC OV TIE, 2003 FELSRARE L TW4 B Y #—
Z LERIZER Y #— R L2 L2 LD 2007 SRR D DFENIAREICHEE U,

2007 - 12 A RBUEDFSALEIX 46,830 H T R/UICK LT, & HEIT 46,912 H T KL
ThV., 82 H T FVORENRTL 7> T\ D, FEVEERIT 2006 FFAKD 94.6%7> 5 2007 4
RITIF 100.0%C8Gm L TWD (KR 2),

(H% 2] FEIDKRDHER (2003~2007 £)
B Actuarial Asseis
B Actuarial Liabilicies
4 Surplus/(Deficit)

as—

355

3a

(HFT) OMERS

2. fHEH

(1) New OMERS Act (2006 %)

2006 -2 OMERS ORHLIETH 5 OMERS Act NEIESNT=25, /3T o ZRFlC R E
REREND T (M5 3), TERITINBIFAHIEERRGORA OZ . REREERICEI L THEIE%
b, HESSHEEE, 77 v REHOEEIZH S T2y, IESOEIZEY, FizicinA
FEEDORFE THERL E 1D Sponsors Corportation (LT, SC) MR S, lERREFHOH
FTOETE, REEFRICH T HREHREZFFOZ & &R0, fIEEHESTY 7> FEHIX
Administration Corporation (LA T, AC) WEET 2 Z LIl o7z, WEIZL - T, INBUF
DRI Z PR L, ST L2 BT o AR &2 Jr 7= (2 ess L=,

(K% 3] OMERS Act SIEIZ{ES ANF U REEDE(L

EEH
[ BeRF] [OMERS Board]

HIERE/BTOEE HIEEE
R E TPV RER

EE®

[Sponsors Corporation] [Administration

FIERH/RAOLE Corporation]
I EEE
REHE I7UFER

(A1) OMERS L 0 4EeS =7 7T AT Rk
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(2) EREIEHINF 2 R

OMERS D H /3G Az BUES HIERIT 3 Db %,

1 D BIZMIETH 5 Pension Benefit Act of Ontario (PBA, 4> % U ANESKAHE) T
o, ZOERIE, 77 ¥ FIZED I ITE TE 50 FeD3HLITiER £ & Tl
FEEERICBT DTN —T > bvb—b, RENEPNTND, 2 DRIEFH T F O
HETH % Income Tax Act TH Y | ZAUTKEBUREHUE L T\ 5, 3 DHITZ DO,
BlzIEA > Z ) AMOFEFZEE =DM, 7 A U 710 SEC OBl E138 %,

DL DOIERED TIZ OMERS Act 23lE STV 5, SC & AC DEE], AL/ S—TLIT
DY Th D,

e Sponsors Corporation (SC)

> 1440 Board A /3—"THER (T RADBHIEA o N—ORE, THPRFEEDONRE),

> SCIE. OfIEERLETORBREFER O E@IRBREER O ZE A By & L2 BIREDRRE,

EHOHRBIAKAEDE, SC & AC DA, I L TETEZA - TV,

e Admission Corporation Board (AC)

> 1440 Board A /3—"THER (THADPHIEA L N—ORE, THPRFEEDONRE),

> AC IZ. OOMERS W EFHOTMOFKEBER, el y, HEEHOFESRIE ) —

A, BFHOAC OEBN, HEAOTA, ICBHLTELEZAS> TN D,

F72. AC O FiZ Board Committee 2% ¥ , OFKELES, QAL ES, OF&L82,
DANFE - WHEE R, @INTURARER, OS5 OORERNDH D, ZOXHRAINTF A
KD & | President 3 CEO 23k A U — R L, &~ 1T A MOMEFIERAFESIGICE
LTEEZA->TWD (XFK4),

(R 4] OMERS D& & 75735 2 R 4K

Pension Benefits Act(PBA) Income Tax Act(ITA) Other regulations(i.e.0SC)

| OMERs Act |
[
| |
Sponsors Corporation
*Plan design/benefit changes

Administration Corporation
*Plan Administration e
ol 68 R * Contribution rates

* Preparing Plan Valuation ) anfilng Re.Sfarves .
l *Timing of Filing Plan Valuation

(as appropriate)

OMERS AC Board Committees
*Investment

=Audit

*Pension

*HR & Compensation

= Governance

OMERS President and Chief Executive Officer(CEO)

(HFT) OMERS

-01 -



(3) ERH

X% 5 1%, OMERS OENEBLO LB 24 L T\ %, President 3k CEO OF
£, U RAZEH, NF, BISEHEZL & AHHY) [ COO (B & DBEIFR,
Aala=fr—var GWRT 7/ no—EaY) | CLO (GEBRRICHEY) D,

(2 CFO (M5, B

7k, HEBEA YT 5 CIO [ 3BIfEZ2 T CEO 2335 L T\ 5,

BEEFH L LT, CIO D FIZdH D 4 DR AEMA S 5, Public Market ( B3k
., &%) 13X OCM (OMERS Capital Markets) . Private Equities (< OCP (OMERS Capital
Partners), f 7 7 A 57 7 F % —(% Borealis f1:, ~#EjpEIL Oxford ft, 234124 L T4,
ZD9HH OCM DA47H OMERS WED#HAR Td ¥, OCP, Borealis £t Oxford /% OMERS

D 100% 2L TH Y | BlSthE o T D,

k. AZw TEITHONTIX, OCM : 1304 (9 BilEH 7 v > MY 50 4) . OCP : 30
4. Borealis ff : 50 4. Oxford £ : 1,400 4. &EELSNOT RI=A L —T g2 -
ANFBHH 1 400 4 TH Y | TSt EOIZRIED R L v 7HiT 2,000 BREEIZDIE S, Oxford
FED AL ZHIN 1,400 44 L IEFIZZ V01X, OMERS EEOEMEHLSMNI G 7 w37 4

TRV AL RNEBREBIToTNDHTDTH D,

(% 5] OMERS D:&R{&H

OMERS

President & CEO

Chief Financial
Officer(CFO)

Chief Lagal
Officer(CLO)

Chief Investment
Officer(CIO)

Chief Operating

Officer(COO0)

=Financial Reporting
* Andit

*Risk Management
*Human Resources

= Strategic Planning

Chief Pension

Investment Operations

- Government Relations
-Legal and Compliance

=Communications

= Information Technology

Officer(CPO) and Applications
Infrastructure Public Markets
(Borealis) (oCcw™m)
Real Estate Private Equity
(Oxford) (0OCP)

(HFT) OMERS
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II. EAOHE

1. BEBE

OMERS OiEHIL, FLAEITHIET 2720, EHIRNCER 4.25% (1 7 LREERTD
FER—R) OV H—2Z AL TWD, B, A7 VRIT2.5%% RIAALTNDT=D,
£ B Z— 3R 6.75%FRE 2 BAEIZ LT 5,

2. EFREE
EAFEREIT, KFE6 DM, BE1HE, 49, 10FL X TF~v—7 NOFENIZHER Y
H— % bElo> T 5,
(H* 6) EFEE BE1-4-10%F)
® Rate of Retum

® Benchmark
2 Funding Requirement

(HiFT) OMERS

X T IHEEFORIKY X — DR F~—7 O TH DM, 2002 4 £ TN
VI =T RIEDINT = L ADENTE D (2003 FFEIIN T v — 7 ZRE S TEIDHE
B Lotz 2004 LD 4 FERITR F~— 27106 L TRIBIZT 7 b7 4 — 59
DARVLAMMRE L TV D,

(EFX 7) FEEOEREEGEHRE (1997~2007 &)

= ® Rate of Return
® Benchmark

(P OMERS

-03-



F7-, X3 813 2006 4 & 2007 FEOEERDIEFFRE TH D08, 2 FHtT CREHES 7 A
TR T = & ERDHER L aoTe, FHIT TAN—F » 20 AT 4 AV TTALTY
F ¥ —. REPENXTF~—7 %jté‘ < B2 EREEL WD, 727 L, 2D 3ERE
DR Fv—7 1%, BEERIARIC ACIZX > TR Y 4 — 0 R—ATIRESNIZHDOTH
K)*&%_ﬁ%éMTwéﬁ6ﬂ@m%A/%v—7fiﬁw CICHET HDMENRD D,

(EF* 8) BEEERDERERE (2006 - 2007 &)

2007 2006

Rate of Return Benchmark Rate of Retum Benchmark

Public Markets 2.6% 1.5% 16.2% 15.5%
Private Equity“-" 1B.6% 11.6% 17.7% 10.8%
Infrastructure® 12.4% 9.9% 14.0% 10.8%
Real Estate® 22.9% 7.B% 26.2% 9.2%
Total B.7% 5.6% 16.4% 13.7%

(tHFT) OMERS
3. BEBE

(1) E#7tEv k- 299 XEE (Long-Term Asset Mix Target)

HAR— 7+ VA HHEMTEY F 2 v 7 ZAHIE (Long-Term Asset Mix Target)
(T - T T r =TI K DRI ATV, IR T n T 4 T EOREAR— N7+ U A
MOEIR, WELTWD, ZORR, FfRROBUED I S—, ZERRHLUE L — FO#ERF & o
TBURHBEICANTT By b« Iy 7 AZRELTND, FF RIFSNBDOa Lz b
SHEATER LoD, BfEMIZIZ OMERS HHMNRET 27 rE R Lo TS,

OMERS @ﬁéfz 7 7 AXKS3E, KZ < Public Market Investment & Private Market
Investment (Z571F 5415, Public Market Investment |ZF|fH{& (Interest Bearing), -1 >
7 Li##EhE (Real Return Bonds) . AR D 3 &PE, Private Market Investment (37" 7
ANX—=hK e ZIAT 4, AV TTANT I F¥—, REPED 3EET, A6 207y |k
7 7 ATHR SN TN,

M 91X BUTOBR T £y I v 7 2 (RE7 &y I v 7 ZHER) 2% L TV %, Public
Market Investment X571 57.5% (FHE : 10.0%., A > 7 LEENE : 5.0%. AR :
42.5%) T& Y | Private Market Investment 357t 42.5% (PE:10.0%. - > 7 7 :20.0%.
REPE : 12.6%) TH Y, Public Market Investment D =4 FH300EWE DD, {hDAE
GIAEDT Y b - 2 w7 AT, TRENEDZ LU Private Market Investment 7 = A
FSFEFRIZEN T E BB CTH D,

7235, 2007 FEETIZ AC Board (IRH 7 vy b+ I v 7 ZAHEEZ RE L, FINHEE 5%
5L, A VT TANT I T ¥ —% 5%HE0d 2 & 2AGR LBIMEICE-> T\ 5,
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(X9 RA7EY +- T v Y REE

LONG-TERM
ASSET MIX TARGETS

Interest Bearing  10.0%
Real Returm Bonds  5.0%
B Public Equity 42.5%
® Private Equity 10.0%.
B Infrastructurs 20.0%
® Real Estam 12.5%

(AT OMERS
(2) B/ITOD7EYEL-ZTYIR

FEOTEY b Iy 7 AFIEMTEY b - Iy 7 ZAEENLTEEL TV 5, KR 10 11X
2006, 2007 FEOFERT Y b« Iy 7 RERMT7 Y b Iy 7 ZAFFELHEL T
B3, 2007 FFERTIE Public Market 2% 70.2% & HiEfELA—/3—D = b, Private
Market 7% 29.8% & HAHMELLT & —D = A b &> T D, 7272 L. 2006 FEERODRDGLA
BD K I, FOTEBE IR 12K/ LTV D, 728, 2003 FEERIE Public Market 73
82.2%. Private Market 2’ 17.8% ChH 7=,

OMERS %, KOOI TWDFNIKIEZ T 572 0I2iL, BWIRYICIT Private Market
~NOBEREINEE D™, VAT ZEL LoD, LVMERY X — LLELZF Y v
27— EBFTELHLEERATEY, A% bERMT Yy b« Iy 7 AR TEEY 7
F &7 TV EHETH D,

(KX 10] EEOT7EY k- T vH R (2006 - 2007 FEX)

Asset Mix - Actual vs, Target Actual

Long-Term
2007 2006 Target
Public Markets

Interest bearing® 18.2% 17.6% 10.0%
Real remurn bonds 3.9% 4.1% 5.0%
Public equity 48.1% 54.1% 42.5%
T0.2% 75.8% S57.5%

Private Markets
Private equity 7.4% 6.0% 10.0%
Infrastructure 9.9% 7.9% 20.0%
Real estate 12.5% 10.3% 12.5%
29.8% 24.2% 42 5%

{i} Includes shor-term -l:iq:!-:.'xsii'.sJ bonds and debentures, mortgares and privace debt.

() #4E 12 HARK A,
(HiFF) OMERS
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(3) RNVFIT—V
XK 11 1%, KEHES 7 ATHEHINTWDHR T ~—27 Th b, Public Market {22V T
TG F~—7 ZfH L T %23, Private Market (2O CIEEFEEEH]HIZ AC Board
DR U 22— DIREZRRTE L T D,
(E%* 11) RoFI—5

ASSET CLASS BENCHMARE

Interest bearing Blended Scotia Capital 31 day Treasury Bill Index
and Scotia Capital Universe

Real rerurn bonds Scotia Capital Real Return Bond Index

Canadian public equities S&P/TSX Composite Index

Non-Canadian public equities Blended hedged FTSE All World Index excluding
Canada and 11.5., hedged FTSE All Cap U.S. Index and
hedged custom Derivative Index

Private equity, Infrastructure, Real estate Absolu te return set at the beginning of each year

based on operating plans approved by the AC Board.

(HiFT) OMERS

4. (GHRIEEDER (Public Market Investment)
Public Market Investment (ZX/7 SILTCWARIHE, A > 7 L&, EPRES, S E
A DOER L, WEEHR T 5 OMERS Capital Markets (OCM) (2 CTTHiL T 5,
Public Market Investment (3 2007 4> 12 H 31 HEIfE, OMERS & D) 70% % (5T
Wb, XF 12 1%, £ID 2005~2007 FFOiEZE 3 4EfE D Public Market &R /X7 4 —<
v AR, AD 2006 & 2007 FOEFERNERE TH LD, WTLb Xy F~—2r % LED
UZ— a1 TWD,

(XK 12] Public Market MOERZERE

® Rate of Return 152 . — 2006
& Benchmark Rate of Rate of
Return  Benchmark Return  Benchmark
12E1E
Interest bearing 4.7% 3.7% 4.7% 4.1%
Real retorn bonds 1.6% 1.6% -2.9% -2.9%
Canadian public equities 12.8% 9.8% 21.3% 20.2%
HNon-Canadian public equities® 0.5% 0.5% 20.0% 19.3%
26
L& —
i I
2007 20068 fa-]-1.3

(1) &#F FUHE+ > T LESR)

ERBEITY 27 MRS, BB OEmWEEEZ A 72y NTAEETHY ., fERE L
THEERIFEICE LTEELEZ TND, AT REH 100%THY . £TT 7T 4 78
TIThI TV %,

ZOBREY T AT, WEGERERE, MO, tHE, EERRGER (3, EE. 2

-906 -



Hre—r 28R Lt —0—), ElleRGS, (o7 LEEfE, RlicEgEsnTtnsg,
2007 4F 12 ARBUE, A 7 LEBELSNA~OEREIL 9,471 H T FL, A 7 LEEfE~D
FEIZ 2,044 5T RV THD, MAT, BFEKTTSG~DT 7 AR—V v —2 5927k
v "X T UNRT 4 TDT 7T KW 3,358 G Kb b,

(2) 2BI%ERX

2007 4F 12 HARBUE, EWHMRIT 10,017 55 R4, SMEMEIE 11,767 H D R TH Y |
FEINREC : SMERR=46% @ 54% & 72> T4, ERKREUT 100% 1 D Z5EH, SMERE
RITA T B - FFEEH=5% : 95% Th b, 7ok, AMERRRIC OV TR, BRRIGE
DINEFEER L 725 TND DY, A% OBIKEHE & U TEFEER DA T ATRINL X5
EEZXTEBY, AF v 7OMKRREITEFLTND,

@ ER#%=X (Canadian public equity)

ENRRD 9 B K 90%I2H T2 9,062 BT F/WXT 77 4 7 TEMSNTEY, A o
7 ZADEHER (OMERS Capital Markets) 23EREOEH 217> T\ 5, ERNKRKOT 7
T4 TIEATIE, AT RN TIIHCAR— b7+ VA EHEET 5 2 LR TERVEELS
G EAT O KEE 10% F THAAND Z LB TE D,

F V=872, aTRT 7T 4 TERHUINT, X0 /N AR — T+ U %
LIFOm@OEEEL T\ D, TNODEMILIH HETREZIT> TN L) A7 3Em0nd
DO, EHNIZZDOER NI X —2 EONRT U AREINIZAR— N7+ VA THDHEZZ T
Do

e The Canadian Focus Fund (1,618 55 K/L).

RN L, EONRS 25 TE IR S D 30 $6i oD 71 - RIS TR A,

e The Canadian Small Cap Fund (472 & K/V)

VRN S B2 B R AR RE L AR > TR0 | /MU T R4 217> T
%71 F FRAA~DOEE,

e The Canadian Enhanced Fund (437 &7 FJL)

S&P/TSX Composite Index DIEEEN T, &7 Z—NOETHEETT 7 h/37 4 — A
T 5 Z IR T E MU 2 BRI R AR I E

Z Oz, Quantitatively Managed Equity Portfolios (955 55 K/V) RV, A 2
AD<F— ¥ —IZ L > T S&P/TSX Composite Index MDA LT v 7 A% H—/7 > MZ
7 F VB TOITWD, ZIUIA VT v IV ART T T—E T =V ATy
WSRO ZAL T2 & 25 VTR 2l 7 7 = VroE T U o 7 2 BME L2 K Y
AT DT 7T 4 THEATH S,

@ S E#=X (Non-Canadian public equity)

FMERRR O HlsBIE R LI X XZR 18 DY Th 5,

SMERRI L, KER 3SR O HsPE O T 36V N TR D & 2 AN D E IR 2 22
S, T/ T4 7 TEM SR TWD, £, AEKRKOF T, Mkt 2 — ikl w7
3 — MRS~ OREE D 867 | T KLEEN TN D,
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2007 FEHIIAEERIZE S Z B LTV D08, ZHUIAERESHISS O T e -4 Fv
ENCED oA FMET L0, FOFHEEZITHT-DICEH S LI-H D TH D,

(E% 13) S EHKAOHERI 7 Or—> 3>

2007 2006

[MILLIONS) Holdings (%) Haoldings %)
United States $ 4,746 40% | % 4,419 39%
Europe 2,836 24% 2,768 25%
Far East 1,656 14% 1,632 15%
Unired Kingdom 1,125 10% 1,085 10%
Emerging markets 1,404 12% 1,249 11%

$ 11,767 100% | $ 11,153 100%

(HFT) OMERS

Fo, BRECONTIE, 2001 LV EE~Ny TR TTAEEALTEY, 14 TERE
W2k LT 50%FREE~ Y U5 Z L &2 FAR L LTV 5, 728, Private Market Investment
TIX 100%~» PEHAL LT,

2007 £ 12 AR TEE~Ny P70 VT LIATHIO BT 7 AR —T % —I% 19,458 H T R
WNTHY | BERIKRD 3T%NAF) A7 IS TWD Z &Ik d, BE~Ny TR T T A
DFIATIZE Y Ry PAR—ZATOEET 7 ZR—T v —F, #HilgR]TXE 14 D@D THY .
B CT1T4 B FVETHER Y A7 2 SETW 5,

728, 2007 ATk RL, ARV R, [, 2—aiZx LT RLvEitleolizd, 2o
T s T MLV 1,475 B VOGRS L T D,

(B 14) ABTHVRAR—Cv— (BEAYITOT I LETR)

NET FOREIGN CURREN CY EXPOSLURE
{AS AT DECEMBER 31, 2007)
{BILLIONS, CDMN D-OLLAR EQUNVALENT]

8

ey

]
ny
L3 oE I
’I o
COUMTRIES: MARKETS ELIRDFE

LHITED  JARAH CFTHER
L g lr e ) IPACIFIC

() 2007412 A 31 HEE,
(HFT OMERS
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5. XA FT4IRE

(1) FS54_R—+-xT9474 (PE)

OMERS @ PE #£# (3 1981 - L W BtAS L THR Y, RWEERBREZA LT\ 5, E
BHEAEIT>TWDHDME, 100% -2t TH 5D OMERS Capital Partners (OCP) ThH Y |
HALE, 61 @ Fund relationships & 24 @ direct investments Z & LT\ 5, 723, 2008
LD By FATBIMLE ARE L TV 5,

X 15 1%, PE #&OME GRaE 3 FOR IR, EHATHE, ThoiEk) 250
LTW5, EASEICE L CIE, ik 3 L blia_rFv—2 2 R&E EE-THDHH,
NRUF =V IHFEEIRZ AC IZ L > THERF U 4 — 0 X=X TIRES N b D TH 5,

EERE S LCE, K9 64%03 4 KE, WK, 797 D7 70 R X —V ¥ —IZ &
STHEHAEINTNDE 7 7 FEE (FOF) THH ., 550 D 36%7 OCP 12 X 5 ARAB{EZE
~OEFERE TH D, 5H%ITT7 7 v FEE L EEHEE DSR2 Wilis X8 2 J5 6 CHRET L T
Wb, 77 v FEE (FOF) OEEXA 71X, OL ALy Y « AT 7 MO F vy —F
YEXLQ@AF =L+ Ty MOT 4 A MLV R « ARV UG 7RERHDHN, L ALy
e RAT T RIRFEDOTTY 65-85%DEmNT A a2 EHTWS, flxD7 7 Fa
v F AL FO&EKET 50 BEH~250 B RLDL U PEELTWD, ., HEREIT
TRV AY MM TEE Ny VT REERE, O 2Oo0805, £o. EHEEETIIN
F A EPRICAEN G HEE~DBEE N T E > TV D,

2007 ERTDY =A MET4%THY, KTy b Iy 7 ZAAFETH 5 10%I214)
FTAEZR LA LT XD TETIIS A5, 2008 FITKEDY 777 14 LRESG H- T,
PE~—/4 v MIzrg—X o 2L TWA,

(H% 15) PE & DHBE

ASSET MIX EXPOSURE

007 20046 2005
Private qul.'ltr" 7.4% 6.0% 6.0%
(FAefe& o)
® Rate of Return m7
® Benchmark Significant Direct Investmants Significant Fund Investmeants
128 * Cengage Learning = ARAX
I 7 (formerly, Thomson Learning) » Charerhouse
and Melson Education * Hellman and Fredman
* Constellation Software Inc. * KKR
5 s = Give and Go Prepared Foods * OMEX
= Golf Town * Sagard
= Marketwire = TPG {formerly,
(formerly, COMM atthews) Texas Pacific Group)
= MNXP (formerly,
Philips Semiconductor)
= = e » Warner Chilcott

(%) 2007 4E 12 A 31 HHIE,
(7T OMERS
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(2) €A2ISARNIVFv—

AT ITARNTIZF ¥ —E LT, 47 7&E) (324D Borealis £Hi2 L » THr
DO T D, Borealis f~DHEHZRIT, 2001 FF4EHE 27% TH 7203, FDHER~ I
5l & BBV BIETIX 100% & & 72> T %, OMERS (314 v 7 7 HEEOLTE
Borealis fHIZZFE L TV 5, 2236, [RFHIZIEM 2 Z5E L T2 01X OMERS 721 Tlidze <,
M OBERIPEE Z 5 D& 4 B IRIFEITIER LT 5, Borealis 4D 2 % 7Hud 50 4 TH
D, ZO5H 30 HITARBOFME, FIIxitt, = v=7 HELT77 AT ADFK
% TH D,

% 16 13, A > 7 THREOME (B 3 FOR RIS, EHER, TaikEk)

ZRCH LTV D, By RIS LTI 2007 ARHHIC 7.9%70 5 9.9% IZ5l& EFEX-> Tk
D, FEMTEY b Iy 7 XAEETSH 15%005 20%~KIRIZY =1 FaglE BiFT
WD, A v T FEEDLERNRF v v a7 0 —MESAEICAEE L T\5 & OMERS 1
BEZTEBY, 5% 3FE0D 5 FREOHIR 22T T, BEME 20%IZMiT72Y =1 hoglx
FFETELTWD, ERERICEL T %34?:‘:‘6 WX Fv—r 2 REL LFES
TWDHR, RF<—7 220 TIE PE Hﬁ% IR AC 1T & » THERE Y & — 0 _— R
TRESNTZHDTH D,

EEEREE LTE, /"= M=y TR E L o T EEEENRTLTHY . &K 15-20
FEDasy NAVIBRETHDLD, A7 TFREIFIEFITRYO AR TEZHREE
PETH Y BURTIE OMERS (3 MK 2 FHIHE 2 TVR, BIEDA 7 T HRE ST
KDOZEMIE, Bruce Power nuclear power plant TO VU X7 v RK/3— K~ —2 v 7 ThH U |
WREA T TR I 2 ) AMOBIMAGD 25% Dy =T 28577 > Mgk Th %,
ek, BEHUSIIBUR TIX T X ENN 353D 2, WSR3 D 1 Lo TWAHH, U A
7 BOBLENG . SRITMNEEDOL & BT 2 ME L T D,

(B 16) 4 V7 SEBEDHE

ASSET MIX EXPOSURE
00 2006 2005

Infrastructare | 9.9% | 7.9% 57%
= Rate of Rerurn Az (FEa &)
m Benchmark
Signitficant Investments
* Bruce Power = CEDA Incemational
40 + Associated Brtish Ports + OMERS Energy
Im = = Scotia Gas Metworks + Express Pipeline
as = + LifeLabs « Detroit River Tunnel Partnership

(%) 20074 12 A 31 HEIE,
(HFT) OMERS
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(3) AEE

AREERE X720 Oxford £HIZ K> T T4, Borealis fh~DHIE HLERIT,
WL 17% Th o723, ZOHR2IT5]1E LT E Y BIETIE 100%HE & 722> T o,
Oxford tLiE, ALK TR G REWREEMARBIERE « BHSHETH Y | 160 {8 RV OREE
DG « EHEIT>TD, 1960 4EICT 1 v 38— L TRV S, BUEIRER, 4 —
F— Ty bxR—V¥— TRy REEYR—V Y —L LTHHIZSMLT
WO T —SVIRARBIE TS T N7 A — A Th D, AX v TEITK 1,400 4 TH Y | ik
ELTIQT o= VT Y i OVBE, Q7 u—S T8y bRV A N, @7 7 A
Fr A, @QFER, OANFE. O5 DT N—T bR EN TN,

X 17 1%, RNEPEREOME GBE 3 FORUIRIER, EAER, EakEh) %
AL LT 2, BLpHERICBE LTI 2007 412 10.8% 705 12.5%I2 7 = b D5l & BIF
ZEo>THEY, BURY oA MIEMTEY b - Iy 7 ZFEERA L 70> T D, EHE
FICRELTE, BMEIFL BN Ty E2REL LR TWAER, RUFv—7I2D
WTIE PE 041 7 ZEE LRBE, FELGIZ AC IZ X - Tttt ) % — 0 R— A TIRIE I
=HbDTh 5D,

FEREL LTI, KO DNEERE TH L2, —H REIT ~OEE HIT>T5, H
BRI 107 OAREREMHN DALY  RN— F 7+ U ARk, Office : 41%. Retail : 27%.
Industrial : 5% . Residential : 9% . Hotel and resort : 16% . Properties under
development : 2% Th 5 (XF 18), 7o, HUEHITIE 2007 4F 12 HRKFERTIIH T4
FEINDOD =4 b2390.2% & @< 7> TWDM, AT ZENTE 6 DD AT v —/a il 7y
BIRE LTS (bry FEZDRBIATET %2 5D %), 550 9.8%I1TKE, N>, HEH
THON, BUET v —r Uz iEd 5 X USMNEROG | & EF 2iEt L Tnd,

(RF 17]) TBEREDHME

ASSET MIX EXPOSURE

00 2006 2005

Real Estare | 12.5% | 10.3% 81%

= Rate of Retumn (CEREE)

= Benchmark 3 28 Significant Investments

228 * Royal Bank Plaza +Yorkdak Shopping Centre
= Richmond Adelaide Complex + Square One Shopping Centre
= Canterra Tower + A portfolio of seven
= Wammark Place, England Fairmont Hotels
L]
78
0 2006 005

(%) 20074 12 A 31 HEIE,
(HFT) OMERS
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(R 18] FEVEDRERIMHEE

. Percencage of
Direct Real Estate Mumberof Portfolio Based
Portfolio Composition Properties  on MarketValue
Office 42 41 %
Rerail 20 7%
Induscrial 16 5%
Residential 17 o8
Hotels and resores 7 16%
Properties under development 2 2%
Land held for development 3 0%

107 100%

() 2007 4212 A 31 ABITL
(A7) OMERS

6. T

(1) JRYEHE

2007 £, OMERS (32RO /T2 ZEHlZ 58T D7D, K0 Eis 72 ) 2 7 EH T 1
"7 2 (Enterprise Risk Management Program : ERM) Z3& A L7-, ERM 7’1 77 AL,
AR — B L) A7 5 a7 b, BORZEAT 572012, 72, U A7 DR
fifi & B AR A D DLE LT b DIZT D720, § mﬂArcrtjx&énwﬁbﬁﬁﬂ;On:
2LV DO THDH, ERM 7’177 AL, Committee of Sponsoring Organization the
Treadway Commission (COSO) (Z& > THELNT-BEEY AV EHHA T L— LT — 7|25
DNVTN D, Kl E L TIL ERM BFADOHEMER 1 4430 | ERIOFSEFT &g LR 5
BHEIT-> TV,

723, OMERS &/kD U 27 FPAHICRA L UL, VARV AL MEEZEWI U R
7 ERRIZRET 5 EERERRIN & U | President 3 CEO & Risk Management Director (2,
BED DDA N —ZMAEFE 10 A4 TSN TN D, FEEROFELITHRE Y X7 G
BNCBIT A& 2 — K () ZEDDHZETHY, EFL LToY A7, EFHiTE
M7 v b 4 EMAD YREEEIC e > TH A BEA A O IETREEMER 7R U A 7 BRI Z & -
Tn5,

(2) BRETHE

OMERS [INERAT /ST ZAKH DB NT Y —H =272 H Z X HIEL TR, &
FOBEIZHLFE CELHF LT D, OMERS ©7 7 FTIEK 220 /& R/L, 1,600 424 E
DABIEZEITHEE E L CWDH, BBER AT NF U AR AT D EENREMEEZ&mD D L1510
TRV, BEREEITEL 52 DR EERY — VNHEREDITHE TH L L EZ TN D,
OMERS I E ORERMEITHEAT A RTA L ZFfo TRV, ZOHA RTA - T~
DFBEEA~OBELRZ R L CTND D, FEOITHEIT LT A BT A AZFESNTISS 2MITL
TWb, Fio, I FHFEZEITKT 2 FERERIIKTT DI E TS Y = 7 1 FTA
BIENTWD, TN A RTA L OEARE Z FIZLLTO@Y Th 5,
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o MREMOFEOELI 72500 %, RHIRZRER L RHIRZMEAIEIC AR R THD Z &,

o I— KL — "I NRF L ADT R RIAS> TODEEIL ATES 2> TENENOEE
EZIFANDZ &,

o FEAM7RBILCA B AR E O ERIZIS 2 AW, A RITREN 7R, 3BT
TONRT p—< ZADOBETHE LIrZ &,

o MKEMITNEIEAI TH 5 & TIHRV, DEHRT S 572 - TR Pt 2~ E TiEARVY,

o FBRIMETIFET 7 v RICL o CTHEREETH D, ZatH L, REINZR RGN A fRRR
AT 2720, NRITHEIMETIE 21 T2 U 5720,

o fhx. BREL, MPRRTREICERE L7 Y 2 7 220 RANSEE T 5 Z & 13, REIAZR5 a4
ZH72H L, BEIXZO X D St OIFEI SOV THEIDHEFIZ A LT\ 5,

o Bt CHREREICBIT 22 TOZFEE ORIIL, FHEHINDIRETH Y L L
BN Lo TREgSN2IT T Bauy,

o M TORRDOFERZTHITALKT D Z L1F, BEERITNT L ADIATTH D,

X5 19 @@ v . 2007 4£iZ OMERS (Z450C 1,571 £5, 15,980 i CasthtE A1 T L T
Wb, T AENOEZEITOV T 2,262 iR Tl EZ1TM L7z, [RERITKIETIE 3,895
AR, ALKLIAN Tl 9,823 SR CrlM MELATIE L TN D,

(R 19) A DFRIETEER (2007 )

PROXY VOTES CAST
Canada 2,262
= United States 3,895

= Mon-Morth American 9,823

(HFT) OMERS
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I11. B

(#AfH ) 2008429 H 9 H 14 : 00—16 : 00

i) Ao 2 U AN IR S5 e =

(J£7) James Donegan [k (President&CEO). Graham Pugh X (Vice President) .
Patrick G Crowley X (Executive Vice President & Chief Financial Officer) .

Roger Robineau [ (Director, Investment Risk Management)

(477) ~FHWIFER. ARIFZER. BRENIZEAR
BESENZOWTE, R LIENELSDOZ DD F By 7 (2N TR %,

Q: 7I7AX—hK VA7 4D OCP, £ 7T AK727Fx—0 Borealis ft., FEFED
Oxford f1:i%., & H1Z OMERS O 72T 05, WERHAE I CldZe<, 2o X o1e+
SAEDOTEARE &> TOHHEBI T T,

A : St S o 7= Pension Benefit Act & Income Tax Act @ 2 DDOEET, OMERS & LTT
XD ENFIEZILTWD, 5o T, A 7 TROARFFEIZOWTL, FE2EV EH
LRt THIRICTHZ LI o T, KO FMRARFIENTEDL L HIT LT

Q: 7ty h-TrI—Ta VOB, NS L F U REHIZRFEL T D DT,

A:Zzomy, ra—rigar g s "ElEREO—EZHEL TV D, v —P—,
TR~ TIAT v b, BU—AXY v LWl T T 0arss s vathz
lEoTnD, 72720, BTERFEL TND DI TIERL, BT~ BE T
S>TWN5D, arH iy hE2ttORMIEL RFP RO AFLHIE CERE L T\ 5, 34121
[EFREEDBEEE T, A MEFELILVWANR THEELNT, TP LIREEZIT Tar
A RNBHEREL TR, EIpkEolzar iy s MR H HRTIERW,

Q : 2006 D OMERS Act #E L, Hr LVVHSL L72 3T 0 AMKHI 2595 2 L IZE -
7B, TR EEHZTWETETET 0,

A ;1962 4, OMERS |ZINEIZEE S ZINBUFFIZ L D ERSE &7z, ENLIBEA R —134 v
2 AINESF T o7, 2000 FEDOFDEDS, OMERS D A 73— 5 B4y EED
ZHOaY hr—/L L7V, DFVHEROT I =R b L— g VERE#HET TR,
AR Y= v FITHEEZEBIZV, EWIENR ol UEE MNBUFIZZ i
T VR TIIRD > T273, 2006 FEDWIEIZ L > TENNFEIT DB & 22 o7, MBUMFIEA
Rt —y FTOBEEE A A= R OA L AN—DRAFEICBE L. FLIRE, INEUFE
ZOFET T TG LW Sl oTc, ZORER, T RI=A ML—a L ROKRE
BIEICETA RO AC, 77 U7 A RO, FafHZEEA R SC, L) 2 DD
WP CTEXT=DTh D,
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Q : HEEAE TOEFEY T A3FE Tl Private Markets &g (A 7 7, REpE, 774 ~—
NI AT 4) ITEE LETD, MG ELSNDOANE TT 4 TEEDOT B b -
T Rg—ya BT AEEMIFHIONWT ED L HITBBE XTI,

A AT T ERFPECOWTIRMIZZERN 2 F v v a7 u—2EA T 2 &K
Thbd, ZDOZLICEoT, Fearz T b ENRARAEE~y DT D5 2 1% L
TW5, £, FIA =]« =7 AT (22T Public equity #E &z %, >
EV V= EAESED L) HNOTZOICREZIT> TN D,

Q:HEEOTEY b TR — a3 CORFYIE, Public Markets (7%, #£30) (2T
Private Markets (f > 77, AEPE, LA X—hTI AT 1) OT=A FREWNT
LlZHDHIMERNET, INOOEFEY T A TG IET (B CrREE O ED
HETN, Ty v a7a—L Private Markets BEE~OHEZIZHONWTED L H T
BEZTTH,

A: 2002 EIFTHIL TS, RE—T —<—fRBRZhn D EA E AR L T
D, EOPMIBEIETH v v 2 DEREWV) DITEZ > T D759, BUE, L &6
HoF v v 270 —HIIR L HWVTHLN, N—7—v—HRNRIET 5125
e T BEEERITITRHEB ORI E D> TN Z &2 b, a3 —T2%
TeOIZAR— N7+ U A OFsEEfElR & WV ) BEIL S HAAIERICEETH D EB 2T
L0, TNBRRERMEICITR B0 EA 9,

Q : Long-Term Target & EEDOT &> k « I v 7 AOTHEENKE WL 5 T, FEN—R
DTy b 27 AFHER EIIRESNTWHDLDTT D,

A 2004 725 2006 FEICNT T, Ty b s T b — g AT ARE AT, F DR,
£, OMERS |3% - & Private Markets &£, DF O REPESCA 7T, TT7A_X— | -
T AT AICHEAEEL RE EOMIHIZEY . Long-Term Target #& ¥ L7-, Lo L
RING, ZHUIEMNZREIE TH Y SIIE0OBITER ETh D, 4% 3END 5 FERET
ARICTZEV B DTIERVINEBEZ TN D, FEN—ADT Y b« I v 7 AFHET
RRIZRE LTS, BEHES 7 AUCBWTEER—RTY ¥ — 2 0 BEKUEZ R E
LTBY, ZOV X —VEERTLH0ICTEY b« I v 7 ALENL TS,

Q: FER—AOBREY #— 22\ T, Public Markets 13351 7 v 7 AT~
—7 L L TWADH LD TTA, Private Markets [Zid1 7 v 7 A Tldip <, EFHMExT
VA= ERELTWDHE D) TE, Zofd) F—V AR LD L S ITRESATND
DTE N

A 11~12 HIZBWT, A 77, AlhpER EOER 7 1 MNP EE OIS 7 Z
VERET LN, TORRCAREY 2= bREL TR, BAMIKITENE T T A ~—
NeZ VAT 4, AT T, REFEODEFER—ZADR L Fv—r L LTW5, &I
IZAC DKFET D, ZOFEEHEEL LD & LTWAHA, Private Markets DX F~
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—7 . BV Z—COFREILBRDENEE L, AT TIER EZHEFT L TNDIT
P, BUE, 2O Z— bR T — 7 FIED RIREMEIC OW TR L T
WAL ZATHAD,

Q : Long-Term Target TiX, ~v 77 RAMNL LIZEPELE L TR SN TEY FHA
W, BEEL LTy U7 7 0 FEIEDFEET 2 &9 T, ZAUIRIER O FIZE £
ALTWNDD TN,

A ZEDBEY, ~y V77 RFEFES FAD1OE L TH- TV, SNERKDA -7
TU—ELTHATEBY, v 7 ya— Mg, ~—7 >y h==— h TR 344t
H~x—T vy —CEHIN TN S,

Q : MR, 77T A Lhn—URENBE L L TOETR, AERERE 2 PSR — 7
4 U A~DN D ) £ LT

A BT T TA LASDEEOKEIT—IT o> TRV, ZHTE—7—IICLTHERICL
TH AT TR, A IFREDWREMZIRDEE, 4T EF VDR T2 5A/1
EZIRGEZ RO DI EZR DD, VT T T A DADEEITEOBENEL R To &
D ZETREZATOIR T,

Q: AV T TEEDR— b7+ VARRIZEDD T = A FHRBURTHH 10%, BORT &>
kw7 A TH D Long-Term Target Tl 20% & 72> TWET, MOFEFELILSE
ERELTH, ZIWVERELA V7 TEREIZY oA MR L TWAESITITEA LR
WEEWET, TZETH U7 IEEEZRERT Yy N T AL LTWHE BT
7%

A BHIIRELS DT T22oH5, 121k, OMERS Offifis L TORHRTH Y, Fexldh
FETRHNA 7 FITEB T THY, RVRBREAEL TWAHZ &, Fio,
B DITKHBAR G AT ) Z ENFREECH D, Lo 2L Thd, B 1
OlE, A7 TEREL LTORETHY . BN - ZENRF Y via7mn—a2bchb
FTeDIIFIA 7 TEENUETHL LHILTNWDZ L ThD, 17 FHREITHEY
KB ESNNETHD L &b, WERENE ILL HLRTIT R, Fxid &
4, RRBR. FEk, TR v a U ERFFo TV D, R 1 4720 OB, 7T A
—h I AT AP 1I25B NV THLDIZH LT, A 7 THEEILT5~10E /LT
D,

Q : Private Markets (23T, A > 7 ZHEEITHWEES 7 A L LT, KEOFESHEE
ETIIBRRBEEIMTOILTWETR, EOLITBEZ T

A BUEBRMEE T > TRV, BERSIUIKENIT 203450 L ZA M b 7220y, K
TIIFAMIRE DFEREE NI o TETWD, £72, FAREEIZITAR Y =
7 72 EMOEREY T A TRVHID Y R 7 b8 5 O THEREDMETS, FAHE, DARHL N
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ERIZWEDOTEL o TWAD, B FEZOFMIIBINFOFEH THH DT, THhar '
IEVNHZLEEFETERNWEWVWIFHELH D, DFV., I FHH TIIAME E D MR %2 BT
MHEEATAZ LI T AN, THIBEREZE S Z LIXTERVWOTH S,

CEEEE D U R 7 EHITE, BRI Private Markets &FED ) A 7 FHIFIEIZOWTEH 2 T
W E T
BADBEZHFELELT, 7Y F 74 U THOTND NIV AT w3 =Ty — KD EER
VAT 52> TWDH EE LTS, - T, BFYAZERI7 e T
A THERFRL TNDL VXV —IZ > TUThI TS, U A7 EFHFEIITN < 20
oM, 7rr b I7A TR OFa2a—T VY= A EEIHT 55, @7y b
DE=H—, @QKR— 7+ VAR AT T T 47U A7 OFFM, @PRF=ITKT
THLR—h, EWVoeZ LEITHo TS,

AN =T —ORHMIE E D L D 1TAT o TWET D, FFIZ Private Markets EEDO~
F—=T v —iHliEZ ED L HIATo TOETD,

P WS ODOIEREELBE LT = v 7 VA7 2B L TR L T D, A1 > b & LT,
& —7y MZxF LT ENTZT value added ZAIH L7220 7 RSA 2R E721T value
added IZHBRL72D, LW ol TH D,

CEEEEITA N RIEH OER R E O E B ET, A T RERICEBN TR
BB MERE, M LS D720, BHE R AMIERIIA AR TT A, A D ZEHD
TRV IR LT, EO LD BREWMAR AR L TWET D BIZIEA T o
T 4 =R EFRA L TOET D

IR IMEERTA N ZERAETT O ETOA MR, TR IZEENOEmO A E A
DAY=V X —b LTEHT 2720z, MG THEHHIN TS Y Z U — L FRREDE
BEhoTnd, BIZIX, 770 Rv3 =T —IZiEN—RA 7 =Tz, A—F X
ELTHEHMIE RO 2T 4 77 4 —aSHh o TN D, N—RT7 ¢ — FlA '
YT T, BEA T 4 T D3 0BRFE LY T Y — L W CHIRN O &R~ —4
v NCSHAONTWADY T U —Z il UKL fER LT ETA T A 32— —
DT 4 —ZWELTND,

- EBSG 7 7 7 X —%EE S at AZHY AILTVOE T,
CHD ATV D, —EEETHITS TWAD, KSR TORY IALTH 5,
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SE XM

e OMERS F—2AR—
e Borealis Infrastructure H~—2A5—

e Oxford Properties Group ~"—2<—
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HOEE A F ) AINBERIBEF LS (OTPP)

TAEMZER iRk I

I. EEOME
1. BiE
(1) &%
Ontario Teachers’ Pension Plan (4> % U A NZdk 218k FE4 4 « LU OTPP)
(2) BRRE

1990 #-® Teachers’ Pension Act (FHkEFE4E, MIBDOLIZ XY, A& U A MNEUF
(Ontario Government) & 4% U AMEHEE#Y (Ontario Teachers’ Federation) @ 2
Ffk A/ S— P —& LTI R B & 7o T,

(3) HE

OTPPOIEAMFIIXGE 1 D LBV EIMERICH 5, 2007 4F 12 H KEFSOERH B
1,080 fEh Kv (]9 JkM. 10 K/L=80 M#a%) TH V., HAH 19 (\iOERAMLL 72 -
TWAI, o3, HEOBRIABRIE 353,000 4 T, 9 LEZHAHEMN 108,000 4 Th 5,

(X% 1] OTPP MERRIEHFS
(HAA7. « i kv)

1,200
1,000 | [
800 | o
600 | _ ]
400 |
- H H H H H H
0 Il Il Il
o ~— N ™ < Te] © ~
» D D D D » [«>) [«>)
D D [e>) D D D [«>) D

1998
1999
2000
2001
2002
2003
2004
2005
2006
2007

() HHEE B 12 ARRR
(HiFT) OTPP

19 P&I/Watson Wyatt world’s 300 largest retirement plans (2008 4£ 12 A 22 HfF) XV,
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(4) FRIIK#

OTPP OFETIZIIT 5 2007 F-DOUIE, 68 @M KV (FEINLE 47 B0 KL, #ié
21 {EIN Rv) 12 LT 43 B0 RAADSCH, (R4 40 (000 Rov, Bsands 2 ] 3 5N KoL)
TH Y, Net T 25 B RO & 72 o7z, 7pds FENLEEHRIT 2007 4 12 H KK AT 91.4%

(27 EM LD a— KT H—/) LipoTND,

(5) NIT+—TURH#ER
M2 2 1%, REED 1990 FFLARED /N T 4 —~  AHEE Th 5, 5 18 FFOH TR T
~—7 % FlElo7=0iF, 1995 4, 1998 4, 1999 4ED 3 EOLTHY | ZNLIMNI~U T
~—2 % bEBH ) X = EER LTV D, BRC, 77T 4 TERALRREED, FESEDY
Bt 2D 72 2000 FELIBITZE L TR F~—27 & BaS U X — U G LT 5,

(KR 2) N7+ —T R

25%

20%

15%

10%

5%

0%

-5%

-10%

R T T T
o ™ < IO © I~ 0 OO O — N MO T 1 © ~
D O O O O O O O O O O O O O O o o o
D O O O O O O o o o O O O O O o o o
—————————— N N N N N N NN
(Hi) OTPP

FTIT, BEI TAZ LR T 4 —~v A B E R LONRXE S ThDH, FEHET T A
EHLBRY X — BESELTWDAENR, FTHA 7 LiEEIEE (Inflation-sensitive
investments) DOEIRY Z —L PRI N LRG0 5,
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(HEK3) BEYVSATEDINITA—T R
20005  2001%&  2002% 2003% 20044 20054 20064 20074 | 00-074

yg—> 9.3% —2.3% —2.0% 18.0% 14.7% 17.2% 13.2% 4.5% 8.8%
B 1.8% -8.5% -14.1% 20.3% 14.2% 17.9% 20.3% -0.1% 5.7%
B 15.6% 10.1% 8.6% 18.8% 13.3% 15.3% 6.1% 5.4% 11.6%

7.0% 11.8%

AVILEENERE| 19.9% 4.9% 13.2% 9.8% 15.9% 17.5% 7.4%
ANF V=T 5.3% -53% —48% 135  106%  127% 9.4% 2.3% 5.2%
% -25%  —124%  -16.1%  18.1% 11.1% 147%  200%  —1.6% 3.1%

&% 13.7% 9.2% 5.1% 10.8% 8.6% 11.8% 1.4% 9.6% 8.7%

AT EHEE] 18.0% 2.1% 12.0% 6.6% 10.2% 10.0% 1.6% 2.9% 7.8%
Y I—> 4.0% 3.0% 2.8% 4.5% 4.1% 4.5% 3.8% 22% 3.6%

B 4.2% 3.9% 1.9% 2.2% 3.1% 3.2% 0.3% 1.5% 2'.6%
&% 1.9% 0.9% 3.5% 8.0% 4.7% 3.5% 4.7% —4.2% 2.8%
4.1% 4.0%

AVILEENEE|  1.9% 2.8% 1.2% 3.2% 5.7% 7.5% 5.8%

(HFT) OTPP LV &L =7 7T G Fehg ek

2. fRRAS

(1) HANFURHEE
M5 4132 OTPP O H /T2 ARGE T D, A2 5 U AINBURF & A2 5 U )0 S A 23
R B EOFEZA->TEY | REEERHREKEDORIE 21T > T 5,

(X% 4] OTPP M AH/\F > R &

Plan Sponsors Ontario Teachers' Pension Plan

Ontario Teachers’ Federation > Board Members

® The plan sponsors are responsible
for ensuring the plan remains

fully funded over the long term,
sharing responsibility for surplus
and shortfalls.

They determine contribution rates
and benefit levels.

> Management and 5taff

® Teachers' is an independent
corporation, established by
Ontario law.

Board members are required to
act independently of both the
plan sponsors and the plan's
managers to make decisions in
) the best interests of plan
Each sponsor appoints four members ) S

. mermbers and their beneficiaries.
to the plan’s board for staggered
two-year terms and they mutually
select the board chair.

Management and staff
administer the pension plan,
invest the pension fund and pay
mermbers and their survivors
the benefits promized to them.

(AP OTPP

(2) IEEZL (Board of Directors)

OF:E=Hokie]
HRINIFEGAT — 7 RNVE—OMFIID2 D LR BEOEN R T, A2V

FINBIRF & A2 5 V) ABEREER 2> B 13N UTTEIT 2 K O RO 5T, 7286,
AR B ORI 2 5 Tk 4 Wl & T4 S s,
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Q@ *AiN—

HEZOA NI IADPOHRINTEBY, A= FLUTDOEEY THD,

¥ A2 ) AINEIFE A2 ) A0k EE IR IR RO e | B D R
BRI ENEN A/ OBFELIES L, W/ 3— =2 EFT9 AR ofF (BFER) 2%
HT 5 E L ->TND,

S A N— () VAR
HHERE  Eileen Mercier (2005 %)
#%  Jill Denham (2006 4F)
P9 Helen M.Kearns (2005 %)
Pl Hugh Mackenzie (2007 )
¥ Louis Martel (2007 )
HH#E  Guy Matte (2002 4F)
PEgE  Sharon Sallows (2007 4F)
#f  Bill Swirsky (2007 4F)
B Jean Turmel (2007 4F)

N2 T &’%%Eé:\ Bifh - FeREERA S NF - WMEES, I U ARBER,
fuﬁnﬁﬁi,% b ONEERPRESNTVD, HFREAXOPEIUTDOLEY THD,

H

a) REZBSR (Investment Committee)

FEZERIT, HERE (94) THESND, &L LT EEHERUV A7, Tk
v b Iy AORE L, FREE BIEOAG. BEL OIS OME 7R E21T 9,

ZERIL, Jean Turmel X,

b) EE - FEHEREL (Audit & Actuarial Committee)

B - AR RERT, HEO Y D 6 4 TR SIS, &EIE LT, MBS (M,
D) DEEAE, SMTEEE AN L2 T 7 F 27 U —OHiE, WHEERE RN 7T
AT VAT 2 e E 21T O,

ZEFRIZ. Bill Swirsky X,

o AFE - #HEES (Human Resources & Compensation Committee)

ANF - mEE R, HEO O 54 TSN D, &EIE LTI, &E WM Z 5T e
ARRORE L, BEITHT 537 +—~ o ZHEE G- OAGE, MR Z L 0”7+
— v U ARNMBR, THERRR, L RD M OFRAR EORIE L AT,

ZEFRIX, Jill Denham X,
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d) HANFUREFEL (Governance Committee)

TNF U AFBRE, BFEO O L 54 THRSND, KEHE LTI, a—RL— T
YADRE L, ZEZEROWREDOWGE, T/ F 2 ZADT= O D BOIIEORGE, FF
DREERDHENMEORREETT 9,

ZEEIZ., Guy Matte X,

e) HATERES (Benefits Adjudication Committee)
feftiMEZ B, 240 FITINZ, /N— M =254 LEFES MM LTz 8 A OINE
ANBIZE > TSNS (A —IX TR0 ), &HE LTI, FekafhcB L THEaem
ANE L ALy 7 THELEWVOIIEEAT O,
< AU IN—>
ZEBE  Hugh Mackenzie (F%)
BIZEE Helen Kearns (FE5)
eS| Michael Beswick (4> % U A4 MEUH)
Adelina Cecchin (F % U AN/ INFAR 0% B )
Graham Hills (4> % U A NEUH)
George Lamoureux (4> & 1 A A ik 2 i)
Anne Lavoie (Ff#)
Terry Lynch (2% U A2k S50
Margot Nielson (4> % U A NEBUFF)
George Saranchuk (>4 U A1 5V A IEZEEIRE )

(3) ZEROHBEAF

OTPP OfEMEIX, FHRTIR 21T 5 BlFS & HAEE 21T 9 v 32T A 2 MTHERED 77 L C
BY, HELYRXIAL NEHIT D LN TE RV L > TV D,

F72. OTPP L, &P (Investment Division) . JIIAZE H— & 2 (Member Service
Division). (©#8#5ElH(Corporate Service Division)?® 3 DD EFTIC X - CHREMGEE 23 Tt
THY, 700 A DK & 72> T D,

FEEERAIT Y R 7 PRZ1T 9 Asset Mix & Risk B[ & & EY 7 ZABNTA3 TN D,
— 7. #BERE, BEAES (Audit Service) . ME5ES (Finance) . A5 (Human Resource
& Public Affair) . [V —t 2% (Information & Technology) . {E%E (Law) @ 5 DIiZ
ST D,

mE. BIEOMBKIIXE S D LB ThHD,
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(R% 5] OTPP #H#ER

The Board of Directors

(HE=)

President & CEO

Corporate Investment Member Service
Service Division Division Division
Human Resource Information
Audit Service Finance . . & Law
& Public Affair
Technology

(HiFT) OTPP L V& =7 7T ARG ERL

II. ERADOHE

1. REBRE

OTPP D& BEEIZL,

NQAYSH

2. BEBCE
(1)

BE7EY b -
OTPP DEGRT £ v b2 v 7 AIXFE6 D LBV KRR 45%, A > 7 LHENEFED 33%.

BN 22% D 3 DT I N TR Y . OEOFSRNLAE HENM I TEIEN (GPIF)

DIAR— R 7+ VA BEX 20%., EF 75%. ZOMBEIIERE 5%) LH_TH, VA

FELAFITKHET D728, BHIFIC CPI+5% D) X — 2 HIELE L

D WEH 217> T D,

TYOR

(KER6) BER7EY b 3IvIR

BURAM | E5A1E | 2007/12KB R
K 45% +5% 46.3%
=L 22% +5% 17.3%
AL EEFEE[  33% +5% 36.4%

(7£) 2007 4 12 A KW
(&#h OTPP
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(2) WFAOD7EYF-ZIvHIR

FEOTE b - Iy 7 2T HREFERRRL SERS (EbiT T A= A
T ) BBRIIMES L OFEHIEGRTTS, fod ) 2 —Uilig, S~y YT s R AT L
WENEPEIL, RENE, A 7 LEEE, A7 T A T Fy—ROBMIRE, o274 T
4 THEER S CRBY ., it 9 DEEY 7 A TESND,

2007 4 12 HRFFETOT 2y b« Lo 7 AFKKRTO LB TH Y | EARBIISER
A, AEE, ERNRRRL A7 VEEE, Sy YT 7 U ROIEE o TN D,

(®ERT7) 7y b 299 REEH

#EI2 et A

R 500 46.3%
E R 137 12.7%
S E R 363 33.6%
(%=X >55PE) 90 8.3%

B 187 17.3%
BEERUVEHERTIS 64 5.9%
Xt A— B 24 2.2%
~NyTIFUR 99 9.2%

AVITLEHEE 393 36.4%
TEhE 164 15.1%
AL EHE 111 10.2%
AT RUVHENREE 88 8.2%
AETATA 30 2.8%

a5t 1,080
(F) 2007 & 12 H KRR
(HiF7) OTPP

(3) AUNHREBREERTER

OTPP OiERITA T RAZIARL LTERY  FPVENRA T 2T 720 GHERRE
Moxf U 2 — BRI, ~y U7 7 R TTAR— K s AT 1) OREFEEREITo T
o

B, AT R EaT EMESTTNDHDIE, A MIENLL, B CTER XS
HEax ML TS0,

0 M, BETOT Y b7 T ATREDFI—T v — 2SI TRV D DIFEE LV E b3 A LTV,
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(4) RUFIR—%

M 8 1%, FEHES T ATHHA SN TNDIRF~v—7 ThH D,

(HER8] RoFv—4

I BENCHMARKS USED TO MEASURE FUND PERFORMAMCE

Equities

S&P/TSX Composite Total Return Index

S&P 500 Total Return Index

MSC| EAFE+EM Total Return Index

MSCI All Country ‘Waorld ex Canada Total Return Index

MSC| Emerging Markets Total Return Index

Custom Mon-Canadian National Total Return Index’

Custom Global Private Capital Benchmark Total Return Indes’

Inflaticn-sensitive investments

Real Estate: CPl plus 5%

Infrastructure and Timberland: CPI plus 4% plus country risk premium
Scotia Capital Real-Return Bond Total Return Index

Custom LS. Treasury Inflation Protected Securities Index”

S&P Goldman Sachs Commedities Total Return Index

Fixed income

Custom Canada Bond Universe Total Return Index”
Custom Currency Policy Hedge Index’

(AT OTPP

3. EHIMEEDER

(1) #%=xK ER<PE)
@ ER#%RX (Fr<PE)

EPRRD 2007 48 12 A KRB sl OGRS L 137 48000 RV (/9 1 JE 1,000 fEH) TH Y |

ETA NI ATERZT>T0D, £, EZIDEBY 77T 4 7EMANIEZ DT

WA, TI7TFT 4 7HERIZOWTIE, TN AR AT w7 AR VR LW AT,

WELT v 7T T —FIZLDT 7T 4 THEA BT TN D, ZOBROBRIUERET, OME
R (Financial Performance), @4 XL—3 3 (Operations). @E¥#tEE (Industry
Position) ., @i#%= D'E (Management Quality) ., OFEHOE T r A 7F o (Longterm
business plan), ©%E DK (Board structure) , DB O EEREDIMNME (Board

independence to determine) 72 & T Y BRI/ HERHERIRZ1T-> T D,

B, Ny U TEHIZOWTIL, S&P/TSX Composite Total Return Index DA > 7 > 7

AIEHETHTVD,
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(B%9) ERNMRDT VT4 7./ 73y L TERLLEDHR

100%
90% |
jg: || 48% 0% 50% At 50% 50%
60% |
50% |
40% |
Zg: |92k 00% 50% >% 50% 50%
10% [
0%
20024 20034 20044 20054 20064 20074
. BT7uT47 oy T |

() HHEE B 12 ARRR
(HiFT) OTPP

Q@ SE#HK (R<PE)

SMEREUE, 2007 - 12 A RKREAC 293 (B0 KL (192 JK 3,000 &) &72-THY ., ik
HEPERY DL VWEE L T2 o TN D,

X210 D L350 2000 FLUE S L THERANS T 7T 4 TIEHA~DY T N EiToTEY,
7T 4 ZHEAICBW O ERGER LT 2 & T U BB LIRA IS D R
FICEE B 21T T 5,

7ok, Ny U7EMTIE TS&P500), TMSCI EAFE], TMSCI Emerging Market] @ 3
DDA Ty I AEHET S TN D,

HEERNZITXE 11 L0 Lo TEY, KEEINDHERENEGN—F, =v—T 7
IZONWTH 16%DRHAANEIT> TN D,

(R 10) NEMXDT VT4 T/ 13y L TiERLL KR

100% .
' O/%ys D

079747

80% [ 36%

5% 52% 62 52% 48%
0

60% [

40%

64%

48" 48Y 52%
o0% | | 42% 8% . 8%

0%
20015 20024 20034  2004%F  2005% 20064

(7B) BELY 12 AR
(A OTPP
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(R 1] SAEHXDOHIHBIERLE

. ZNDfth
Iv—Iv 3%

BRI
26%

(7%) 2007 4 12 A REES
(A7) OTPP

(2) EHFRUVEHSRTIS

&S5 K OV Rt TimE 1 2007 4 12 A RRFA T 64 {800 RV (89 5,100 f&M) Th 5,
AFHFENEZT TR SNEOEERHE, 7 vyy B oo E mvy—Y U, e
KDONA A=) R CICHREE{T->TEY, &2TA AU ATERZIT> TV,

I1I. A3 T4 TEE

1. FAFT 4 TREDFMEF TR UEE

(1) FNEZFT 4 TREOHNRERE

X 12 13ANE T T 4 THREICE L TEHEY 7 A Z & OEMARR L EESIKICED D
RERTLOTHD, INERDE, TNETT 4 TREOMNBEREL, REPE, 477
ARNT I F v —ROFMN CATA T TRON), TTA_X—b =T A7 ¢, ozt Z—
VHRIE R OMN T 7 o RO aET 4T 4 & B EEICBWWTRE AT TS Z ER gD,
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(RF 12) ANEF T4 TREDERPE L EELKICEOHILE

Bk ~ HHHEER
T EE 164 13,086 15.1%
A7 RUFHFK 88 7,072 8.2%
PE 90 7,200 8.3%
fExt) Z—2+HF 123 9,838 11.4%
JETA4T4 30 2,414 2.8%
(1) 2007 4= 12 ARKEAS, 10 K/L=80 FI#5

(HiFT) OTPP

(2) ANEFTT4 THREOERIT

RENE, A 7T ARKOFN, 2T 4T IOV TUINTN G A > 7 VIEEIE PEIZ /0
S, TOHOY T Ty v T AELERSTNWD, —FH, TTA_X—h « =7 AT 4TO0
TR DORBLNLE ST B TEY | #ixt ) ¥ — VBRI Ny U7 7 o RIZDOW T,
ERRE LB STV D,

(8) FILAFT 4 THREDEREIEAGF

M5 13 13ANZTFTT 4 TEEIZE L TER TSR 2 B LIbOThD, =
NERHE, RT3 —< L ADM L, AT~y P BEMRS Yy v 2 T7a— Sk
T2 ED 4 DOBERE~DEEIFHI D TE | TNENR o AR SN TV 5, 7
B. OTPP TiL. 0 A v 7 VGH#Ei 5720, F&AkE~y VT D700 7 L
BEREE NI T 'Y NI TRAEZRITTODN, A 7 VEENECII+57e ) #— 0 &S T
XN, URY « UE—=2BhRO LOWAREERCA V7 7 RO E 21T > T & D
aAY MRBHoT, T, TET AT 4ITONTUIL. BTG E & OFBEIAME i 2 2 EI 1]
R LT TV,

(R 13) L2 F T« TREDREIHAF

BEISA RENEF

REHE AV ILEBRITHT 5T+ —IVADAE L A2 TLAYD,
REMLEX Yy aT70—, HDEIEE

{25 AV ILEBRISHT HN\TH—IVADAE L A2TLAYD,
EEMLEX Yy aT70—, HDEIEE

PE BRI B Tr—< o ADAL HEIRE

R R—+HF BB IR T B/ T+—<T AN ML, HEIEE

AETATA |AVTLAYS BEHTFHLENAUTL) S EIRE

(HFT) OTPP L V&L =7 7' B FehsERL
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180

160 |

120 |

(4) FANAFTT4 THERE~NDRIAVR

B 14 135 A N2 TT 4 7 HFE OB & ERERINT 5D 5 lROWE 5 FEOHB %
RLIZbDThD, ThERDE, FEPE, A7 TROBMK, 7T =K =/ AT 4
D 3 EFEICHOWTIIHEEL A L. BEAKRICEDLFE BFELIML TWD Z LD
THD, —F, #xt) 2 — VIR Oy U7 7 U R 3ET 47 IO TRIZIERE
WTHERR L T D,

72¥, OTPP TlL, AH%IEBOBENR E DA 7 Ll pE A HE09 rTRENMED &)
WET AL RLTED, REPERA > 7 7 R OFRIZOWNTIASE D RN B2 D L b
Do

(RF 14) ANEF T4 TREDERREL EELKICED HILE

REjEE 1275 PE
155% 100 90% 100
11506 907 1so% 9}
80 [ {170% 80}
1145% 40| leow 71
1 14.0% 60 | | 5% 60
| L 50 Laow
- — {130% 30} /= 1 30 |
A :iizﬁﬂjgg;@ L iom 27 S ERBRE (R L) 12% 20t EERBUE (RN L)
B GRS . ’ 10 | |_| +§r’${${ 5&)%>J:l:$ 11% 10t —a— EERIC .5&)6tt$
P O O ) 1205 o P - ! o s i 0 TR PR s R ) I A
2003%F 20044 20054 20064 20074 20034 20044 2005¢ 2006¢ 20074F 2003%4F 20044F 2005%F 20064 zoo7¢
) B— ANy T TFUR 2ETATA
160% 35 3.0%
1149% 30| l/./.\./. 1 2.5%
1 12.0%
25 |
1 100% 120
20 |
1 8.0% { 1.5%
oo ° 4 1.0%
- {a0w 107} -
O ERRR RN CERRAR (L) | o5
= EESKIEnBE || 2% Oy B ALK GO HHE
PR AN s IR o NI 0% o PR s TR o AR o AR | 0.0%
20034 20044F 20054 20064F 20074F 2003% 20044 20054 20064 20074

() BHFE S 12 AREFR
(HHFT) OTPP L 0 e =7 7T ARG ERL

2. FNEFT 1« TREDEERSLEORESE

(1) BREOEERSD

OTPP TiE, BRT > b« 2 v 7 APEDBITIINEL THESE L7 ALM ([ZHDSWTHE
LCWb, 7L, 37 7ky R TAZD &@Eﬁ1im@fk%# KR 7T A _— | -
TIAT 4 R0A VT T ROBMBEEIZON VTR ERENEEICH DR TIIRW =D, FT
Y7 a ATUSCTHET L T Z 2T D,

1|

-120 -

9.0%

1 8.0%
1 7.0%
1 6.0%
1 5.0%
1 40%
1 3.0%
1 2.0%
1 1.0%

0.0%



(2) ANAFTT4THREDIRY - )A—2OHE AL

FNEFT 4 TREDXTF<v—7 1IXFK 15 DBV Lo Tn5, OTPP Tl
VI — D BT T EREARTGE TS DD, REESA 7 T RO 213 )
PR F = NI, AT VHEEIEEL VW) ZEHEE LT CPI+a &V )R F~v—
7 ERNTWD, 728, RENFED CPI+5%IIEERAROEIEY ¥ — 2 LRILTH D, iz,
AT T ROFMHEE DN F~—208 CPI+4% (+h > =Y A7 T L IT L) Ligo
TWDHDIF, FEFEX Y LHHINHES VA BAFEL D HENEZZ WD TH D,
723, OTPP Ti%, VA7 « UH =250 Tid, NERD Asset Mix & Risk &9 7
N—TTHHEIT->TEY, vy MIfEoTunewy, ERV R - UXx—2T a7
FAIIKE 16 DEBY TH S,

(& 15) AINEF T4 TREDRVFI—Y

BEISR NFI—Y
TEE CPI1+5%
AT RUFZHMK CPI+4%+hV M) =R TLET L
PE Custom Global Private Capital Benchmark Total Return Index
fExt1)Z—2+HF Custom Canada Bond Universe Total Return Index
JETATA S&P Goldman Sachs Commodities Total Return Index
(A7) OTPP

(KFR16) YR - YyB—2TO774)L

HR#F) 23— RS BE%E
%t 6% 16%

E% CPI+1.5~2%

50 y ~ TE. A LEHFICHL
JETA4T4|  CPH3% 20~25% e e iy

PE B“wAUE B“BARALLE

TBE |(HREBFEFOPE KREBEHO PR

(HFT) OTPP ~D e T VU > 7 X VLT =T 7T e eksE ek

3. AT T 1 TREOHERAS

BAZ 17 ITEH O TH S, OTPP Tid, EH#k (Public Equity), 77 A4 ~— | -
T2 A7 1 (Teachers’ Private Capital) \ &%z, 1 > 7 7  A/NZ F7 1 7 & TAA (Tactical
Asset Allocation) @ 7 >DF— & AEFEEH 21T 5 Cadillac Fairview, VU R 7 A1T
9 Asset Mix & Risk (SRR 02T D, 7Apds, ARENELZ F3 T 5 Cadillac Fairview %

< & 200 AFREDIRH] L 7r > T D,
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(K% 17) EREEOHEHER

President and CEO

Executive Vice—President
Investment

Asset Mix&Risk

Cadillac Fairview
(Real Estate)

Group
Senior Vice—President

Teachers'Private . .
Public Equity Capital Fixed Income Infrastrusture it Tactical Asset
i euf) Investment Alocation
I
Commodity Foreign
Exchange

(HFT) OTPP LV &L =7 7T a e ERL

(1) TEE

AENEERCE T 1991 FITHEE A BHMA L, EHPG L0105 100%1 7 ZEHZ{T> T
WAHMN, BfEITEeE 2t Cadillac FairviewfENARENEOEH 217> T 5, Cadillac
FairviewftiX 1953 fEAIZEDER & 2221 Tdh 5, Cadillac Fairviewft o @ B 217 -
TV 1995 FEIZOTPPS 21.8% DA A EUST L, € D% 2000 0 3 AlZseeFathe L
Too FHHIT B RT 4 =R AL R ToTEY | EXEEIT 1,550 4 L 72> T D,
2%, Cadillac Fairview fH% 522 F24HC L72BIZ. OTPP NOAEEEHH LA b [
FABE ST LD A IR bHoTe, 2B, WADOERINELZHNE L Try R =a
—IA—JIZFT 4 ARBHY, vy RAT 1 ABEL TN D,

(2) A VIIRUFHEE

A 7 T ROFMEE T 2001 FITEE LB L, EHBRN O A vy 2@ Z1T-
TWo, ABIT 16 A THY, s & NEBER O T TAMEZHR L TWD, 72, 4t
WIEI &N bl a Ay P L T2,

21 Cadillac t1& LT 1953 4EAII2E, 1974 4E|Z Fairview tE & &0F L Cadillac Fairview tE& 72 o772,
2 FIzIE, AT TEED by T EBD TV ARNENT AR =T8I & RDNT-,
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(8) TFS3A4R—+-ITHOAT+«

TIAN—= b s 27 AT ¢ FEIT 1991 FITHAAA L. BEIC 300 FELL EA~DEE 21T > T
%, Teachers’ Private Capital (100% F=41) 2NEHZIT-TEY, ABIT404, v R
AATHHAERHY . 6 BEEEL TV D,

(4) #RF)A—2EHBREUAYTSIFUR
Hoxh ) 2 — BRI N O~ 7 7 o REEIT, Alternative Investment F—A CiEHA 217
STWh, NBIZSATEN., T a—F VU V= ZAHEMOEEBIIRN S,

(5) AETATA

FET 4T 4 FEIT 1997 FITEM 2B L, ALK D 100%A > T A TIEH
217> T 5, iEAIX, Tactical Asset Allocation F— A TIToTEY | [RIKHZAEOHY L
1ToTW5%, NBIZ24,

4, ANEFT 4 THREDERFL

(1) TEE

FENPEREIZOWTUIEEREZEARL LTEY, A= 74V 4D 91%% HH TN 5,
BRI, &7 4 ARMEEMR R EF v v a7 n—NEEL TWAS a7z his LT,

—77. REIT A EEEAA~DEE (Investment) $17- TV 5,

RN I ZE 18 D &3V [ENAS 83% & Ko (HDTWNH A, KERHEENC G EEZ1T
STEY, TITINRE~DEEHIT> T\ 5, HBEGR TR HEHYE 2 E 8 T\ 5 HD1F Tik
R HFRTEDLI R DIETY Z—0 DEmWEIHTHEE L TV EXTh 5,

Flo, ULy DI L TR, FEETA RTA U ERITTELT, F—ANA r—2 T
Wiz T-> T\ %, TOBIITEIROBLERLEE L TS, L ALy PORFKHIZR Iz DU
TiZ, Cadillac Fairview LD B TRE L TV 5, 12k, HREXIIFIN GRS OTPP
DB L EFENTEY, F= v 7HELZ@H) TN D,
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(R 18) FBEDKR— T+ A
~ Investment
U K.Office 9%

USOffice 1P
1%

U.S.Retail
6%

Canadian
Retail
58%

Canadian
Office
25%

(7F) 2007 4 12 HARK A
(AT OTPP

(2) AV TFRNTVFv—RUHK

A7 T ROEEDOREREL L TE, BEHERELEARL LTWDA, ERKRESa Y
—3 T L~DOHE R E BT TS, R—F 7+ U FONRITKE 19 LBV THY . &
R, AEhERS, Zepk. K, WRIEHERR. A 7T A v BEA. RELRoTWD, Hug
TR EBERIRE LD, KE 20 ICH A6 LB Y, HEERKEZ EDHE
NEL IRo TS, BB, HHREEICONW T =2 —Y—F 0 ROKE., 77 UAnind
7o TND,

BEE RN TUIIMNIE D B OFHAN L E 72> T D28, OTPP O X 5 124 FED & <
725 EFFHIABZHHINIR D ZVEBRETH D, B, A =2 v LT e —FRRLIAENT
BRIIE, BRI 1~2 ] CERREZ{T> T\ 5,

A7 FEEIZB DTS M — ORI CTEE L 250, BPUBEL ULT 22—
TV RETN, NI T T ROF =y 7 #{ToCb, 72 L, ENENDr—A
TF =y JHENED D T2 IR T T,

7B, FEHRNCOWTIE, BEMNREERENTHY 30 FREZEEL WD, 3
72 DRGSR > TUVisnE I X R LT,
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(RER19) 1 VTSRS Fr—RUFMREDR— T+ ) A

Power

Gas Generation
0,

Timberland
25%

Network &
Pipelines
9%

Port
Facilities
12%

Water L
Utilities Toll Roads
14% 18%
Airports
14%
() 2007 & 12 H ARERH
(Hi7T) OTPP

(RFR20] 1 VI3RSV Fr—RUBMBREDETERESL

% Sitd " SHE EE BRELLE
. InterGen N.V. HRBCIOEDREIMDREENER 50%
Power Generation Northern Star Generation KETISEDREFTRE 50%
Northumbrian Water Group ZEQKEHEST 26%
Empresa de Servicios | A
Water and Wastewater Utilities | Sanitarios del Bio—Bio S.A. FUOKES IR 33k
Aguas Nuevo Sur Maule,S.A. FDKERIESIT 33%
Esval S.A. FOKEHIE S 33%
— = — 18- ~—TE
Gas Distribution Scotia Gas Networks A3 JF?/F&@%? TUEDHR LG 25%
=
Airports BlrmmghaArir:T:Z:rnatlonal AFXYRADIN—ZUH LERZEH 48.25%
407 ETR ATEDERER —
Toll Roads M6 Toll 1FVADAEFIE R -
APRR motorway network AR D EHEE -
- North American marine | N . = = PR IN
Port Facilities container terminals TAJhEAFZEDATFE—ZFIL o
(HiFr) OTPP

(8) TFS3A4R—+-ITHOAT+«

TITANR— R s 2T AT AITONTE, ENRIEEA T A TEHA LTS, WM
P EEZFEL TD, OTPP T, A ~OFRE AL TR Y, 2007 FITILiE
SN CORFRINE S 2D 572512 OTPP & L Cdwd COMIMILE Z 1 o RIAZER T TV
Do

BEFEE L, BEEKRE (Direct Investment) AL LT3, BEIVEDRE
DERATH Y | 1 EMRE CHiZ T L TWb, £7o, 1 RORESFT 1/ Fv (8800
BM) ~10 & kv (% 800 f&M) #MELTW\b, — ., BE#HT /78 AT5Z LEL
W 7p EDEEEIZHOWTE, 23— b — L EFTEE (Fund Investment) %#47->TCW\\5
D, DAL, 5,000 TH1 RV (K40 () ~7 & 5000 L1 KL () 600 (&) Z48E
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LTW5, BIfFEIL22 D/3— hF—00 5,

OTPP TiIR_oF v —F ¥ EXAEELTNITTEY,
EEEEOBAIE 500 1 RV (8 4 (&M
. EFERE DA 1,000 L0 RV (8 8 M) ~5,000 il Kv

BEDM O THEEZIT>THY
TR (12 4EM) %
(9 40 M) #MBEL WD,
HiERI 2
IZH 1994 FFE L W EZIT-o> TN D,
5 22 1 X F /2 BEE S TH D3,

1. X3 21 o LB CRIEL BN,

B L= R — L O
) ~1,500

TUT) BPLERSTEY, TUT

HCZEAE TR E 2 X > T D,

(BF21) TS R—b - TV A T 1 ZREDHIHHINER

ot
8%

ER
22%

(1) 2007 4 12 HREfA

(1A OTPP

(BF22) TS3AR—bF - TVA T+ REDEHIRESR

=4 SHBE
5 Maple Leaf Sports and Entertainment $2:2::g g:p?’lirte(;?f\“s;zfy??_\o;;—;t
A Shoppers Durg Mart W FTRRDESYIANT —FI—>
A Yellow Pages Group hF XD EERE Rtt
CTVglobalmedia Inc. HFEDEBLEIIVFATAT A 1N =——
3 Alliance Laundry Holdings LLC FERERA—D—
= National Bedding Co. “Serta”" XYL AD A—H—
General Nutrition Centers,Inc. XEFUBRDRTEES
Almatis FISFTORFE. HiExHt
picS Grupo Corporativo Ono S.A. ARLUDT—T LA RL—E—
VAN Kabel Deutschland KAYDTr—JILARL—F—
New Zealand Yellow Pages —a1—I—o5VRNEEIRS
Alias Systems Holdings Inc. DTS T4vHIADTOINA5 —
Vv March Networks Corporation IPU)?O‘EI/\‘/f’f— ’ i
C Topspin Communications Inc -ijr_/ R DI7I 'J‘yzxfr‘:/?-jl]/i/f
' A—, 2005F I RV AT LNEIL,
Eye Tech Pharmaceuticals Inc. HICBEd R ESH
(tHFT OTPP
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(4) #Ext)Z—VEERRUAYSI7UR

Mkt ) 2 —VERIEEE I, B R Y a v by a— MRV Y a VOB EDERTLT
bY . Ay ZEM & EECEMMRIETIL TV D,

—Ji. Ny VT 7 REERIEROV TN T 7 RRT 7 U R e AT - T 5 v A
BEIToTND, ZRESEIT 200 LLEIZEH B XK 23 O &30 kA 7Bl 2o e & 217
S>TWD, 7B, ~y VT 7 RII8ATEHLTCNWDN, 44D T 7 RET A~y T T 7
VRTALNY TN T 7 R LT D,

(BFR 23] Ny T7 2 FIREDEREAR

Other
17%

Fixed
Income/Cre
dit
34%

Capital
Structure
Arbitrage

5%

Equitit

M arket

Neutral
8%

Mergers
and
Acquisition
s
12%

Multi
\Strategy

24%

(HF) 2006 4F 12 H ARRFR
(thpr) OTPP

(5) AETATA
IET AT AEEIL, XUTFv—27 ThDH S&P Goldman Sachs Commodities Total
Return Index (LA F S&P GSCI) 2V > 7 LIz N AN o 4 0T v 7 ANDOEE T 5
TW5,
7235, S&P GSCI Ot 7 # —flidXFE 24 DL FBY THY | =R VT —ITR- 7otk e
o Tn5,
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(% 24) S& GSCl A T v ZAD+E Y 2 —HERK

BEY
==p=3
13%

BER
2%

EEMAAZ
%
8%

IRILE—
74%

(1) 2008 4 3 H RHFAR
(HHT) S&P GSCI

5. A2 T T4 TREIZEITHIV RV ER

(1) &HFEDYRIEEFE
@ YRV EEBLEE
U A7 & HIE Asset Mix and Risk & 95 #%E T1T->Tvd, ZOEEIL, CEO X CIO %
EBHBTI ARV AL MIETDREZITH 7L, OTPP O Thix b HERIED 1
DTHD,
BEFIIFEEEANOEKRRNE THY | BEEOEHIT) AV EROANT 7 F ¥ —J
HeL2Rit LIRET HZ L ThDH, BERITEY b - T —2 3 IZHONTOT IR
A ABIT I,

@ YRy EBEEE

EHFEHIEREOR K VX £ (Statement of Investment Policies and Procedures)
LI NTRY, el TR, URIER & - AEONIEMERAE, ~3—
¥ —OWWESHE SN TR, EFES)OEAHEYSFICE 5 £ CORE| & BTHIPH 2 Pk
ICHELTWD,

RN—=F" 73 VAHA RTA 0%, KFEES T ADE A D~3— ¥ —|EH SN DHEET
HY, v 3= —OEMICET LA - ARIEFEEOEADK VAT TS, YHA K
T4 TE OFR—= b7+ ) AEIE LR, QF— b7+ VAOWRFY 2 —r @F—h7
4 U ARG, U AR, U RAZERGE, @FR— 7+ ) A~V Rx— vy —IIxT DR
FHIHOGH FREMTES & B o722 L OF) . @R — ~ 7+ U A58 EF710 6 DAEGE.
BE~R— VY —OREDZIT AN, REITONTOREZHRIT TS,
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® JRUEBFE

a) VRAINDzYT4VT

VAT N =T 4 TOFEANGRT o A%, ARTHLTFHEL T AV EEZHREL.
BORT 2 b« Iy 7 A AZA VR Ok~ 70 G ~ZDERAIC U 2 7 OBy 24TV, Bl
LIV A T EEE=X DT L, MBS TU NG U AE[To TREMREDON L% B
TENHIHDOTHD,

OTPP T, ARMESMEAAMER U, MEEITHMN 21T O 7o, BENAalg % Thlb
VA7 %GIRTHMENRD D EE X, FITH—T"FAZKT 5V X&ﬁﬁ%ﬁo‘(b\éo

b) k—HIILYRYEE

N—=ZNVRZE, BERETEY § s Sy APMEEABLIAT YT LTNDEZAND
HBCLD—TFTRAVRI . TIOTATHEANLELDT VT 47 VA NBRY, Zhk
ARLIELOERET A LIS T, =2V RV EFBE L TV 5,

0 —TSRYRHEE
P—T T AV RAZERIE, =T TRV ARy bELT, BEANI ALY I 2L
—a ETRDIEY—T TR T v b o URITR—=ZADOEKFFREALZEND YT TWD,

d FUOTATUVRIND Ty b

EH BEAENRT A7, BMROT 'Y b« L v 7 A TRy TERET 2T TV
TITERNEETHY . T/ T4 TV AT L oT, ZOREESITS Z L2 AT #E L
TWb, 77T 4T VAINY 2y b LT, BBESTERRBINTZT VT 47 VAT OFR
BREZT VT 7 OAEHAZE L T, FEHTF LB LTS, 77T 47V ATD
BTl R =Y ¥ —HOSHEENREZEBEST 2720, v~ 32—V ¥ —MOMBEREZ 0
EEWVTVND,

TIT 47 VRT ERST ARSI, BRSO RRERE W E B X b LT
(Wzi%lﬁﬁm%)_owfm\Ayv7@%@x/ﬂfxﬁ@%&&®ﬁ77747
U 2T BTG T AW A INZ A Z LIk, FEmE ENEAME ST e —
FEHEHL TS,

@ ) RUEBIEE

U2 7RI, 1995 FE0r b\ 22— T k- UR27 (LLF : VaR) ZHWVW T, VaR
ELT, ERARUANATANY am— g R0, 1986 FLIEDO BHIRT —X Z#FIH L.
1%%@@%%%"Té%%l%@%kﬁ%ﬁ%%wawéo:@1%@&Eium$
21 FEORERHRE %of%ﬂmb5é%kﬁ%ﬁ&w5:&%wmkbfwéoEXF
)ww7WA):I—/a/&%h%waé@m BIEHAES, BEICRI -7
Z LT AETOMBII KM ST 572D TH %,

¥, HeRRD VaR WNZT 7 7 ¢ 7@/ VaR 2 BIRCE=F— L., Ul



L7V R 7 E&O&FHANTEANFEM I TCWANET v 7 LTWND,

® YRTFLAVIF
YR ZEED T AT KX, asset-liability model & VaR System @ 2 >ZFI|f LT\ 5,

a) Asset-liability model

asset-liability model [ZNHFBHRDET VL TH D, ZDOVAT AL, AfOF ¥ v =27
H—ZFEMICT T Ry P LIED L RO, SEC SRS AR ORHERF AR LY,
BOSEATI ZENTE D, £z, BEYA FTIE, MEFETAEHEERL TR, BELY
FEINEE, KERE, BRINEE, 7O THED 7 7 A TH¥ET %,

ZDOVAT NE, BRSO ~y 72T o ORBIPZ TR EICRIF L T 5,
2 L CHELRERLERDOIT, (7L, FHEH, VA TLITLETHY, R
IR DB CAR— N 7 4 U A OPIERN ED L DI T DO EHERTH I ENTE 5,

b) VaR System

VaR System (%, DSTi (Askari ZEI0) #HHD INA Y27 LS YT D ET,
VaR Z3HAIT 5722 EARD Y A7 EFUMLEH L TWD, Fo, A RLVATZ MIBHEH LT
W5, 7235, asset-liability model &i3aEV>, EBIEHRN—AD Y 2 VLIV H Z &3
TED, YT AT DINETERAZIT> TWDR, FMEOE =E D07 —% HHNTH
Do

(2) HEOFHIKR

V77T A LRENEEE L U CUE, U A2 I L QIR T — 2 N2 0 F £ 2 72
WZEDH BN E ST T, VR ORT k) Z5|& BIF 0BRSS &L, &
ITLIEE a2 A FLTWA, ks, VAZICEHLTUIFERRE LZ1T-o T, LERDI
BRI RS T 5 78t 2 R o T D,

(3) HITS54A LEE

Y7 7T A LAFEEOREMIZOWTIL, BEEOT T AR— v —37e o=, B LT
L~y P77 ROFTIIRAE L TN ZAL DTz, B .~y U7 7 IO T,
RERu AWM LT DITEREZL & B, RARY Z— 2R LTV D SEICE e 4[]
TR EORIEE T T2 a A LT,
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6. FINEAFT 4 ITREIZEITHA U\ RBA. ELERDER

(1) AN RERZEFILELTLSER

FANETT 4 TEED I, ~y VT 7 v RERWZ 4 BREEIZOWTIE, WTiLh A o
U AR ZEFIAT-TBY . FHIREER N2 ET 4 T 41220 TE 100%1 /NI AT
EHEZT> TV, Ziud, ERICET 22 2 RZ2D b OIHEITRVD, A g A
OIFPERIFELELS ., EELES Rl a A P LTV,

(2) FEFEHEXO/N— b F—OFIRE#E
FHEFOBPFIEICONTE, —AREETHRT L TW A DT TIERWAs, F 771
a— KL aT—rary, B CON T YT a % OTPPICA—T 1295 (0FD T
T IRy I A% T) e EETGERITITROTND,
Fio, N= " =IOV TH R REETRIT TELT, Xy 7T RERED
FTa—T )V AE{ToTD,

7. FNEFT 4 TREICEITHERSE. ~32—> v—EHiE

(1) FIEFTT4 TREDERFHED 70X RUVEFHEA E
FANETT 4 TEEIRGT, ETOTR—Vx—DU AT « UJX—VEFH LTV,
B, ANETFTT 4 TEEX, FHIOT 2—T VU ARKYITHY . FHEEAOES
TR P E NN THZOYR—D ¥ —IJEERR T > TV D, £z, Hd Lo TTFL
SMEBEEE S CTGRET A Z L bIiToTN5,

(2) A>T 4T714—DKFR

FELTWAT Yy N TRCE>TUIA BT 4 77 4 =2 > T 5, fBilziE,
Ny V7 7 RTINS EE 7 4 —2%+RPE 20% & 72> T 25, OTPP [3EM
N RENZDT 4 2B T b5 KRB EIT>T0D,

—H. A NTATIE, A= 7+ VA3 =V %=L EICOWTAR—FT A&7 —~
VAGHEBSETWD, ek, HEEENIFEND 2 5, 35V r—AbH D ) LKL
7o TG, 7B, R—TADKRIZIFIAADRDH Y | HFID/ T p—~v A HELRD
T~ AL W otEEHIIINA, AMERZR EDEMRHN 2 S DT RIZ 2o T
W5,

O BEHFOHmEMASR

OTPP OFEEEM (R— 7+ U A~x—V v —LlE) OWREARIZ, X3 25 DL
HAKS (Salary) +H-WkA—7F A (Short term bonus) +EHIHR—7Z (Long term bonus)
Lo TBY, AT 4 THROENER L 72> TnD, ods, BEFIAR—F R FHR— L7
F VAVH—T v =7 TALERHRTH Y | ENLSNDOWEEEIZ DWW TIT—H D FIs & bR
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WTRIIAR =T ZADXGH L 72> T D,
FRR =T RIRF~—7 & LRI CEENESMIATH Y | RPN —F R 3k
DRI LS DHEF A FEDNTRD HiL D,

(Hz 25) B 7O FOHEMAR

—
e~— A

. EHIR—F RIFAERE D /N TA—
R#A—FR TURIZBLTEIbNIS

~— N

+

—
e~ N A

FERR—FR

(HFT) OTPP LV &L =7 7T G e ERL

@ HREMZAE (2007 )

2007 FEDOBEEH D NMEEHAIT 1.2 MR (K96 fEM) Lo Tnd, ZD 9 bA
YT 4T R —F A+EIAR—FR) (BT 2 E MY 7,380 50 RV (59 59 (&)
Tholz, X 26 1 THEHANEE LA BT 4 TOWBE R LD THDLN, /87
F v A BAFIR TR X m AR EDR G N TN D,

(K% 26) IEAFIDABEEA V2T 1 TOHBE
140

ARG E

120 | —o— (5bqotrT47)

100

80

60

40

20

20024 20034 20044 20054 20064 20074

(HiFT) OTPP LV H4:s =7 7' B FThsERL
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@ f§2 & ¥R

EWHAR ARG HFERA—TF A+ RHAR—F A L 7e o TV | ESMOKET
RT F—=< 2 AT
R F—7 % LT ENE TN S CE 0Tt S 15, #iEED A7 5 AT

g@%@g#y7x BEANDIRT f—< 2 AP BDOETIRRTHY |

DOV TR SRS

(% 27] & ERENEE

HICHHINTEY B\ESFEIZOVTIRNE2TDO LB LesTn 5,

(HAL < 0 Rv)

Long—term

4F :Base Salary: Annual Bonus I . Others Total
ncentive Plan

Claude Lamoureux 2007 : 488,704 616,500 3,757,200 10,480 4,872,884
(President and CEO) 2006: 472,758 569,400 5,327,000 10,438 6,379,596
2005 459,262 618,700 4,451,900 10,372 5,540,234

Jim Leech 2007: 274,123 850,000 2,241,900 1,212 3,367,235
(President and CEO) 2006: 256,581 512,000 3,007,600 455 3,776,636
2005: 249,188 502,200 1,743,800 419 2,495,607

David McGraw 2007 : 256,827 149,200 393,000 3,828 802,855
(SVP and CFO) 2006: 241,461 132,500 - 429 374,390
2005: 227,192 105,500 - 382 333,074

Bob Bertram 2007 394,039 721,100 3,736,500 8,710 4,860,349
(ExecutiveVP, Investment) :2006: 378,619 673,300 5,114,400 8,671 6,174,990
2005: 365,346 697,200 4,059,900 15,708 5,138,154

Neil Petroff 2007: 263,731 580,000 2,241,900 476 3,086,107
(GroupSVP, Investment) :2006: 248,115 500,000 2,933,800 440 3,682,355
2005 241,169 476,300 2,464,100 405 3,181,974

(#3) Claude Lamoureux FKiE 2007 4= 12 HIZ5 3R

(1A OTPP

Y L. Jim Leech 7% CEO (2T,

IV. ESG7 79 42 —IZB89 5%

(1) EXRNGEZA

OTPP Tix, HfEZRH, LT T RSN,
TV D EZEITRMIIC
Y RITRNT, RIS~ DR 2 BT 5 720l

R 7R EAELHE RO 6 L

LWAT = 2Z BT D EEZ TS, Elo, T 2—7)

Z. B85 (Environmental) .

#2 (Social) . ==—R 1L — K H X} & (Governance) Z#&fE L TW\5, 2. OTPP T

IE FRZa—ARL— R AT AR L TEHELTEBY

LIROTND,

7272 L, BRI T — )L 23R T TV D0 TiEZRu,
BT D HDOTIERLS, oY T NeTr s x—12k

N7,
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(2) HYHEHIE
OTPPIZPRI (BFEHEEFH]) 1224 L TWA DT TIIARWD, BEZ21THIBICESG Y 7
72 —=ZTONWTEELTEY ., COPBREITIYIHEL LTV 5,

(3) ERIETHE
OTPP Ti&, BN/ 7 +—< AW EOT-DITNE L E 2 | ZRtE B2 R T HE
. M T AR YE A AR UREMRA SRR TRE AT - TV D, s TREIC BT 25 2
jii EABORK O TR X EZ, U0 X IITRSTWS, 728, OTPP IR TiED
g2t Th 5 Glass, Lewis & Co. % 2007 fRIZEHIN L TV 5,

10.1 FEIRAEDAMAE
HRERIESOBEE O RIN/AMEN S E D X 5 ISERIHEZATHE L7220 hude o
7200,

10.2 FRIMMHEATRE A KT A
PRSI T A RT A 2B L, D72 < & HFE T EITRE L Z21Th720T)
UL B2,

10.3 BRI TIE ORSE RiE
CEO [T IAEATRE DR RIZOW T 1ARIC—FHIFERITHRE LT 6720,

23 Carbon Disclosure Project O T, COzHELICRET 2 MR et $ 2 /= " — A v b
24 Extractive Industries Transparency Initiative OI§ T, FREEEDOFZIIE: & FBIET4A R D 5 KR 77—
A b

-134 -



V. BRLE

(LR AKE) 2008429 A 10 A 14 : 00—15 : 30

(&P OTPP &ig=E

(J£7) Wayne Kozun X (Senior Vice President Public Equities, CFA)
(&77) HRAEE. HRAZER. SFHIFTEE

BESENZOWTE, R LIENELSDOZ DD &y 7 (IZOW TR %,

(1) AILEFT 4 TEREDOLEMITRUMEREEAFIZOLNT
Q : REIPE, 17T RORMEEE., 23T 4T 4 DEEIOWNTA 7L~y VEHIFFL T

Q:

WD EFRIRL TWAMN, A 7 LiEENE (real-return bonds) & DiEWE ED L HITH
ZTWHDOTLE IN?

: OTPP T, HFERTL VK25 Inflation-sensitive investments (LLF : A > 7 L
BIEPE) ~DL T NaAToTWBH, BT DA > 7 VEBIEIE 1L5%REEDA —/L B (
SHABOY 2T 7Y —EREL R UKUEE) Lovie< U F— U PMETE L T2DFESAEE I
—T&E72V, OTPP TIIFBAEE 1/ \—F5720DIZ CPI+5% D U Z— 3k H T
B ATy ORI CEHEHETY R - U H— VRO RWAREFESA 7 T
B O I E 21T > T D,

CAREE, A T T ROBRHREEIZOWTIR, A U W LT A H IR L T D &7k L T
WDHR, Fx EX LT A AZONTEED L IIZBEZTHNDDTL L HIN?

A VADLTA L EF Y EANTA KB L TEZTELT, h—2 LU X —U b
EWHDERATND, 2B, BES~6FIFIA T THEEDOX Y EXVTA VU RHTE
TRBOMDNIREETH T2, TS % BEERFHET 2 L I35 2351,

REpE, A 7 7 ROFMHEE, 774 X— b2 47 1 (LLF PE) IZoWTIHE 5
T B r—2 g VORRERO TELR AR BZDOHREZEO TN DTL L IN?
Flo, NPT RRIAET AT AICOWVWTIED L IICEZTNDETL L HMN?
A T TEEITOWTE, HIAPEE LTREML T DA, EERITER D BT v
P a  RETHD, iz, FEFESCA V7 TREEZ EZETITINOX —5 v NIk
Ty, —J5, PE X Public Equity O L ALE-S1FT T Y . PE X Public Equity
F0HENY X = IR CEAUIEE ZIT . 72720, BMRTIZPED R 7 v g
VR ABRBICHEREED DL L) T EIFBE X TR, F, Ny U T 7 RRea
BT AT AIZOWVWTUISHBRHEEZFmH TN &0 TEIFRLY,
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Q

A

AT AT A REITOWTEREREZ HE D 51 & BT TR0, Z AU N
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EXECUTIVE SUMMARY

As the PRIM Board’s investment strategy becomes more diverse and more complex, the Board is faced with new and unique
investment and operational risks in executing this strategy. The PRIM Board and staff have continuously addressed these new risks as
dictated by its fiduciary responsibilities and professional expertise in implementing sound business practices. This document discusses
the various risks associated with implementing and executing the PRIT Fund’s investment strategy, the controls employed by the
PRIM Board and staff to manage these risks, and the operational risks faced by the PRIM Board in managing its business.

The PRIM Board and PRIT Fund are complex entities. While not easily categorized, this document has identified four
significant risk areas at the PRIM Board and within the PRIT Fund. Section Il provides a summary of these significant risk
areas and their relation to the operations of the PRIM Board.

The PRIT Fund is exposed to the many common risks investment funds are faced with today. In addition, the PRIT Fund has
unique risks due to the use of external managers and consultants in executing its investment strategy and the continued
allocation of monies to alternative asset classes. Section 111 summarizes the relevant risk categories in understanding the PRIT
Fund’s investment strategy.

Managing the operational risk associated with the internal and custodian operations of the PRIT Fund and the internal
operations of the PRIM Board is a significant responsibility of the PRIM Board and staff. Developing a sound internal control
structure is essential in managing these operational risks. Section IV summarizes the key control areas identified in managing
and controlling internal and custodian operational risks.

Section V provides a detailed risk analysis, mapping the risk categories and control areas identified in Section 11l and IV to the
various controls instituted by PRIM to manage the risks within the significant risk areas identified in Section II.

RISK MANAGEMENT DOCUMENT 1
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I. OBJECTIVE B

PRIM faces a number of risks in undertaking its investment activities. Risks, such as normal market volatility are
generally unavoidable. Some risks, such as investing in alternative investments or emerging markets, are
knowingly assumed and are necessary to implement certain investment goals. The objective of this document is to
understand and highlight these risks and discuss the controls employed by PRIM to manage and monitor acceptable
risk levels to ensure the PRIT Fund meets its long-term investment performance targets.

Other risks, however, such as operational, legal and compliance risks, are avoidable and unnecessary. Efforts to
control or eliminate these avoidable risks have become a significant component of PRIM’s external manager due
diligence and ongoing monitoring process. This document aims to assess these risks at the external manager level
as well as those operational risks associated with custodial and internal operations.

RISK MANAGEMENT DOCUMENT 2
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1. SUMMARY OF SIGNIFICANT RISK AREAS @ "

Four Significant Risk Areas have been identified that correspond to the PRIM Board’s operations and oversight of the PRIT Fund:
1. General Investment/Public Markets
2. Asset Specific
3. PRIT Fund Operational Oversight and Monitoring
4. PRIM Board Enterprise.

The first two Significant Risk Areas, General Investment/Public Markets and Asset Specific, relate to the risks inherent in executing
the PRIM Board’s investment strategy as well as risks associated with outsourcing investment management activities to external
managers. This document identifies several risk categories related to executing the PRIM Board’s investments strategy. These
External Manager Risk Categories are outlined in Section 111 of this document.

The latter two Significant Risk Areas, PRIT Fund Operational Oversight and Monitoring and PRIM Board Enterprise, relate only to
the operational risk associated with overseeing the operations of the PRIT Fund and the business activities of the PRIM Board. The
risk of operational failure is not primarily concerned with investment strategy or tactics, but management and operational issues used
in the implementation process of the strategy or tactic. While PRIM and the PRIT Fund are subject to operational risks at the external
manager level and assessed in the General Investment/Public Markets and Asset Specific Risk Analysis sections of this document, the
PRIT Fund and PRIM Board are exposed to operational risks attributed to custodian banks and internal operations. PRIM has
identified several important “Control Areas” to manage the operational risk associated with PRIM’s custodian and internal
operations. These Control Areas are outlined in Section IV of this document. Since there are unique operational risks and Control
Areas to both the PRIT Fund and the PRIM Board Enterprise, they have been identified as separate Significant Risk Areas and
reviewed independently in the Risk Analysis section of this document.

SIGNIFICANT RISK AREAS

1. General Investment/Public Markets Risks

The most significant objective of the PRIM Board is to manage and supervise the monies invested by participating and purchasing
systems in the PRIT Fund. General investment oversight and the strategic direction of the Fund is an essential factor in meeting the
PRIT Fund’s investment return objectives. The success associated with General Investment oversight is subject to significant risks.
This section of the Risk Analysis also analyzes investments in Public Markets, including equity and fixed income asset classes.

RISK MANAGEMENT DOCUMENT 3
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2. Asset Specific Risks
The PRIM Board has made a strategic decision to allocate more assets away from traditional Public Markets to more alternative, less
publicly traded type investments. These investments have their own distinct risks that must be analyzed and measured independently
of PRIM’s general investment process. The investments currently requiring Asset Specific Risk Analysis include:
e Real Estate
e Timber
Alternative Investments (Special Equity and Venture Capital)
Absolute Return/Hedge Fund of Funds
Commingled Accounts
Securities Lending

The following summarizes the unique nature of these asset groups compared to traditional Public Markets Investments.

Real Estate: The real estate market is primarily a private market (the notable exceptions are real estate investment trust securities,
known as REITS, which trade as stocks). The PRIT Fund’s real estate program is designed to provide stable returns with low risk, and
added diversification based upon the historically low correlation between and equity and fixed income investments. The program is
focused on investment in lower risk properties that have been acquired with relatively little or no leverage. The Board has
implemented policies and procedures that are meant to ensure a widely diversified portfolio. Staff monitors direct investments in real
estate at both the advisory and property management levels. (The process engaged for monitoring REIT managers is similar to that
followed for public security managers.)

Timber: The timber market is a private market. The PRIT Fund’s timber program is designed to provide stable returns in excess of
fixed income and provide added diversification to the overall PRIT portfolio based upon the historically low correlation between
equity and fixed income investments. Staff monitor direct investments in timber at both the advisor and property levels.

Alternative Investments (Special Equity and Venture Capital): The alternative investment market is a private investment in
limited partnerships that commit to venture capital and special equity (buyout) investments. The objective is to earn substantial excess
return due to the risk associated with these investments. The risk associated with investing in this asset class is controlled since the
Board and staff follow a disciplined approach in applying investment criteria. These investments are illiquid, having lives in the ten to
fifteen year range. The Board cannot influence the partnership investment process once the commitment has been made. The most

RISK MANAGEMENT DOCUMENT 4
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significant risk occurs at the time the commitment is made to a general partner. The general partner controls the actual investment
process and its investments determine the success of the partnership. Investment in this asset class generally is not warranted unless
top quartile performing general partners can be engaged. The PRIM staff has established an active monitoring program to ensure that
alternative investment partnerships are in compliance with the limited partnership agreements and adhering to the investment
strategies for which they were engaged.

Absolute Return/Hedge Fund of Funds: Absolute return investments or hedge funds represent a distinctive investment style that is
different from traditional, long only funds. A fundamental difference is that hedge fund managers emphasize absolute, rather than
relative returns. They also use a much wider range of investment techniques, such as leverage, short selling and derivatives to achieve
their objectives. A properly constructed portfolio of hedge funds is expected to deliver an absolute return with lower risk than equities.
PRIM’s goal is to retain a portfolio of managers that employ a well-diversified hedge fund portfolio.

Commingled Accounts: Generally, the Board prefers separately managed accounts to commingled funds. This limits the need for
any “look-through” to underlying assets to determine the market risks to which the PRIT Fund is exposed. However, the Fund has
exposure to commingled funds where such funds provide a more appropriate investment vehicle. These include investments in
emerging equity and emerging debt, along with other partnership accounts.

Securities Lending: The primary risk of securities lending is economic, the risk that the fund will lose money as a result of having its
securities out on loan. The risk of not participating in a securities lending program is the opportunity cost associated with lost income
from such a program. The securities lending program generates a low level of income relative to the total assets of the PRIT Fund but
provide a source of funds for the PRIT Fund’s leverage program. To mitigate risk, the PRIT Fund does not lend securities through the
custodian, but rather prefers to use a third party lending agent so that lending risks are dis-aggregated and addressed individually. The
PRIM Board presently lends domestic and international equity, as well as fixed-income securities.

3. PRIT Fund Operational Oversight and Monitoring Risks

The risk of operational failure is not primarily concerned with investment strategy or tactics, but management and operational issues
used in the implementation process of the strategy or tactic. Operational failures often result from a breakdown in systems, procedures,
personnel, or processes. PRIM’s approach to avoiding potential operational failure and potential losses to the PRIT Fund is for
management to implement procedures that ensure achievement of the following objectives:

e The reliability and integrity of information.
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Compliance with established policies, procedures, laws, and regulations.

The safeguarding of assets.

The economical and efficient use of resources.

The accomplishment of established objectives and goals for operations and programs.

4. PRIM Board Enterprise Risks

While the actions of PRIM Board Staff and Committees manage the operational risk associated with the PRIT Fund, the PRIM Board
enterprise itself is exposed to substantial operational and business risks. This section highlights the significant procedures and policies
the PRIM Board employs to manage these risks, ensuring the operational integrity of the PRIM Board enterprise in an attempt to
address the following objectives:

The reliability and integrity of information.

Compliance with established policies, procedures, laws, and regulations.

The ongoing integrity of the PRIM Board in the community.

Fiduciary protection of the PRIM Board members and officers.

The recruiting, training, development and retention of qualified professional staff members.
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The PRIM Board has identified the following External Manager Risk Categories most relevant to the PRIT Fund’s investment
strategy and PRIM’s related use of external managers. These risk categories are used in the General Investment/Public Markets and
Asset Specific Risk Analysis sections to capture and map the risks associated with PRIM’s investment strategy and oversight of
external managers to the various controls used by PRIM to manage these risks.

Market Risk
The risk that the long-term behavior of one or more of the asset classes in which the PRIM Board invests turns out to behave
significantly different than expected due to unforeseen market, economic, or political factors.

Manager Risk
The risk of poor performance or other investment negligence by one or several of PRIM’s external investment managers.

Procurement Risk
The risk associated with any given procurement decision; such risks range from accusations of favoritism or unfairness in the process,
to the legal implications of accusations of violation of fiduciary duty

Operational Risk
Risk of loss or damage to reputation from errors in the daily, monthly or quarterly processing of transactions or breakdowns in internal
control procedures. This risk is assessed at the external manager, custodian and internal operations levels.

Interest Rate Risk
The risk of financial loss due to the impact on investment holdings from significant movements in interest rates.

Credit/Counterparty Risk
The risk of financial loss due to the impact on investment, derivative and debt holdings from significant movements in the credit
market and significant credit and counterparty defaults.

Liquidity Risk
The risk that the PRIT Fund is unable to liquidate positions in a timely manner and as a result, suffer financial loss.

RISK MANAGEMENT DOCUMENT 7



3/18/2009  UE
1. EXTERNAL MANAGER RISK CATEGORIES %@]

Foreign Exchange Risk

The risk of financial loss due to the impact on foreign currency denominated investments to significant movements in foreign currency
exchange rates.

Legislative Risk

The PRIT Fund is reliant on long-term investment assumptions and strategies that may be impacted by legislative decisions. Changes
to the realization or fulfillment of these assumptions as a result of legislated actions may substantially impact the financial health and
economic viability of the PRIT Fund.

Compliance Risk

The risk of financial and reputation damage due to external managers’ and PRIM Board’s noncompliance with laws, regulations,
policies and procedures.

Legal Risk
The risk of financial and reputation loss to the PRIM Board and PRIT Fund due to the inappropriate structuring of contracts,
investment vehicles, internal policies and other legally enforceable documents.

Valuation Risk
The PRIT Fund is subject to financial loss due to incorrect valuations of investment positions in the portfolio.

Property Risk
The portfolio is subject to risk of loss from one specific property or certain property types in its Real Estate and Timber portfolios.

Leverage Risk
The risk of loss from the use of leverage in absolute return investment strategies and in the real estate portfolio.
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The PRIM Board has identified the following Operational Risk Control Areas most relevant to managing operational risk associated
with custodian and internal operations. These Operational Risk Control Areas are used in the PRIT Fund Operational Oversight and
Monitoring and PRIM Board Enterprise Risk Analysis sections to capture and map the key operational areas associated with PRIM’s
oversight of the PRIT Fund and managing the internal business operations of the PRIM Board to the various controls used by PRIM to
manage operational risks.

Operational risk associated with custodian operations is relevant only to the PRIT Fund. This key Control Area is included only in
the PRIT Fund Operational Oversight and Monitoring Risk Analysis section of this report.

Internal operational risk is analyzed at the PRIT Fund operations and PRIM Board operations levels. Separate Control Areas have
therefore been identified for PRIT Fund Operational Oversight and Monitoring Risks and PRIM Board Enterprise Risks.

A. PRIT FUND OPERATIONAL OVERSIGHT AND MONITORING CONTROL AREAS

Custodian Oversight

PRIM uses a custodian bank to ensure that the assets of the Fund are maintained safely, securely, and with the appropriate legal
protection. Therefore, a key component of managing operational risk by PRIM is the quality of the custodial system. The custodial
system needs to be accurate and provide staff the ability to access holdings, pricing, and transaction information on a regular and
timely basis.

PRIM Board Corporate Governance

Governance risk, in this context, refers to the risk that the PRIM Board, its staff, or agents will, either intentionally or unintentionally
through their management actions or lack thereof, cause the assets of The Fund to under perform expectations. Agents include external
consultants, investment managers, auditors, actuaries, and legal counsel. This risk has therefore been identified as an important
Control Area in managing the operational risk of the PRIT Fund.

Characteristics of poor governance may include incompetence, poorly or improperly defined roles, poor communications, failure to
meet fiduciary responsibilities, lack of ethical standards, and inconsistency.
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Cash Management

Another internal operational risk involves cash management. Cash management in this context means the movement of cash between
accounts, or into and out of the portfolio either for participant contributions and redemptions, or to fund or terminate external asset
managers. The risk is that unauthorized movements of cash will be made or that inappropriate amounts of cash will be distributed. In
addition, there is a risk that all available funds will not be assigned to a manager on a timely basis or earnings on all available or “free”
currencies are not being maximized due to lack of repatriation or movement into short-term investment vehicles.

Participant Accounting Procedures
There is a risk to the fund that participant data is not accurate and participating systems suffer damages due to these errors.

Operational Policies and Procedures
Poorly designed, outdated and/or inaccurate operational policies and procedures may result in a loss to the PRIT Fund.

Fees and Expenses Review Process
There is a risk of loss to the PRIT fund due to inaccurate recording and payment of fees and expenses to external investment managers,
consultants, and other third parties.

Proxy Voting Policies and Class Action Procedures
The fund is exposed to security and reputation risk due to improper and incorrect voting of its proxies. In addition, the fund is subject
to loss due to a lack of or inappropriate involvement in securities class action claims.

B. PRIM BOARD ENTERPRISE CONTROL AREAS

Hiring and Retention Practices

The PRIM Board is subject to business and operational risk due to poor hiring and retention policies. Inadequate staffing may lead to
losses in the PRIT Fund. The PRIM Board is also subject to inefficiencies by not being able to retain performing staff members while
being exposed to additional costs for training and recruiting replacements.

PRIM Board Corporate Governance
Governance risk, in this context, refers to the risk that the PRIM Board, its staff, or agents will, either intentionally or unintentionally
through their management actions or lack thereof, cause the PRIM Board to suffer regulatory, legal, reputation or other negative
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operational ramifications. Agents include external consultants, investment managers, auditors, actuaries, and legal counsel. This risk
has therefore been identified as an important Control Area in managing the PRIM Board’s business risk.

Characteristics of poor governance may include incompetence, poorly or improperly defined roles, poor communications, failure to
meet fiduciary responsibilities, lack of ethical standards, and inconsistency.

Staff Training and Professional Development
The PRIM Board may suffer operational losses and overall inefficiencies due to inadequate training and professional development of
its staff members.

Segregation of Duties
There is a risk of financial loss due to misappropriation of assets, fraud, or other operational errors stemming from inadequate
segregation of duties.

Insurance
There is a risk of loss to the PRIM Board and eventually to the PRIT Fund due to improper or inadequate insurance coverage.

Annual External Audit Process
There is a risk of loss to the PRIM Board due to incorrect maintenance of books and records. An inadequate audit process may fail to
appropriately provide independent audit comfort to the PRIM Board.

Information Technology
There is a risk of loss and operational efficiency due to inadequate information technology infrastructure and resources.

Disaster Recovery
There is a risk to the PRIT Fund resulting from a disaster impacting the functioning of systems and business activities.

PRIM Budget Procedures
The PRIM Board is subject to errors and losses due to inadequate budget preparation and budget review procedures.
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The following section provides the detailed Risk Analysis of the four Significant Risk Areas outlined in Section Il of this document
mapping the External Manager Risk Categories and Operational Control Areas identified in Sections 111 and IV of this document
to the controls and procedures employed by PRIM in managing the risks of the PRIT Fund and PRIM Board. The Risk Analysis
Section is segregated into the following areas:

A GENERAL INVESTMENT/PUBLIC MARKETS RISKS
B. ASSET SPECIFIC RISKS
i. REAL ESTATE
ii. TIMBER
iii. ALTERNATIVE INVESTMENTS
iv. ABSOLUTE RETURN
v. COMMINGLED FUNDS
vi. SECURITIES LENDING
C. PRIT FUND OPERATIONAL OVERSIGHT AND MONITORING RISKS
D. PRIM BOARD ENTERPRISE RISKS
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Risk Category | Risk Description Control (s) Occurrence Control Description

Market Risk This is the risk that the long-term | 1. Investment Policy 1. Ongoing 1. PRIM maintains an Investment Policy Statement that delineates
behavior of one or more of the Statement investment policy and guidelines, and establishes the overall
asset classes in which the PRIM strategies and discipline of the PRIM Board. This policy is intended
Board invests turns out to behave to allow for sufficient flexibility to capture investment opportunities,
significantly  different  than yet provide parameters that ensure prudence and care in the
expected due to unforeseen execution of the investment program. The policy is reviewed on an
market, economic, or political ongoing basis and provides a foundation to oversee the management
factors. As long-term investors of the PRIT Fund.
the PRIM Board expects to | 2. Asset/Liability 2. Every3-5 | 2. The PRIM Board directs its consultant to perform an asset/liability
experience  some  short-term Studies Years study every three to five years—more frequently if special
volatility (as measured by circumstances arise. The Commonwealth’s current, and actuarial,
standard deviation). However, projected assets and liabilities are based on long-term capital market
the expectation is that the assumptions, the Board’s risk tolerance, and an evaluation of the
portfolio will be structured to risk/return characteristics of each asset class. The Board then adopts
exhibit low volatility and low an Asset Allocation Plan based on this study. The Plan establishes a
correlation among its various long-term and interim target for investments in the selected asset
asset classes over the long term. classes. Based on these targets, long-term and interim policy
Deviations ~ from assumed benchmarks are created which the Fund is measured against on a
expectations may result from any regular basis.
or all of the following: 3. Asset Allocation 3. Quarterly | 3. An asset allocation model establishes the structure for selecting

e the long term return for a
given asset type;

e the long term volatility of
any asset type;

e the asset type’s correlation
or behavior in relation to
other asset types; or,

e the behavior of the entire
asset allocation

Model and
Rebalancing Policy

specific asset classes, and their weightings, to achieve a certain level
of performance for an acceptable level of risk. Through the asset
allocation process, the Board endeavors to meet or exceed the
targeted actuarial rate of return, as well as to perform positively
compared to similarly situated peers. In general terms, the Board
does this by selecting asset classes recommended by the Fund’s
consultant and combining them to create an expected return greater
than or equal to the target rate of return given an acceptable level of
market risk (risk to principal) as measured by the standard deviation
of investment returns. PRIT attempts to select multiple asset classes
that offer low correlation and thus reduce the investment risk of the
portfolio without impacting the return or are deemed to offer
significant excess return potential (e.g. alternative investments). The
Board and Investment Committee then examine the non-market risk
of these asset classes, (e.g. political risks associated with various
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Risk Category

Risk Description

Control (s)

Occurrence

Control Description

Market Risk,
cont.

4. Investment

Committee and
PRIM Board
Oversight

5. Portfolio Reviews

4, 6times
per year

5. Ongoing

emerging markets) and decide to what degree the Fund should be
exposed to these risks, and in what proportions. PRIM’s Consultant
uses a computer program, known as an optimizer, to produce an
“efficient frontier” of these portfolios that provide the highest
expected return for each level of risk. From this efficient frontier,
the Consultant highlights several scenarios that could be appropriate
to PRIM’s risk tolerance and return requirements. The scenarios
presented by the Consultant are reviewed by staff and the
Investment Committee, who then recommend to the Board an Asset
Allocation Plan (the “Plan™) that best meets the overall risk/return
objectives for the PRIT Fund. The Plan sets forth long-term and
interim policy benchmarks for the fund as well as each asset class.
Performance is then measured and evaluated against these
benchmarks on a regular basis. The Board reviews the Plan with
respect to how achievable the goals are in both the short and long
term.  Annually, PRIM’s Consultant updates its capital market
assumptions and advises the Investment Committee and the Board as
to whether these updates would materially affect the current Plan.
The Board reviews the Plan and determines whether asset class
adjustments are appropriate based on PRIM’s long-term objectives.
Adjustments may be made to the Plan based on changes in the
actuarial rate, asset and liability projections, capital market
assumptions, or, in the PRIM Board’s risk tolerance. The Board
adopted a Rebalancing Policy to address the risk that the actual
PRIT Fund asset allocation may drift from the Board’s prescribed
interim policy allocations. The Policy defines the allowable
tolerance ranges for each asset class’s interim target. On a quarterly
basis, the PRIT Fund will be rebalanced to be in line with each asset
class’s interim target range.

4. The PRIM Board receives input from the investment committee on
substantive investment matters including insights on the market and
implementation of the asset allocation plan. Significant investment
issues are discussed and brought to the attention of the PRIM Board.

5. Staff conducts portfolio reviews with portfolio managers to discuss
performance, organizational issues and any housekeeping issues that
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Risk Category

Risk Description

Control (s)

Occurrence

Control Description

Market Risk,
cont.

arise. These meetings are typically conducted in PRIM’s offices on
a regular basis but not less than annually. Staff prepare for the
meeting by reviewing PRIM’s public markets monthly investment
manager analysis. Staff’s goal is to conduct an independent analysis
“triangulating” the available data (from manager, consultant and
custodian) to understand any changes in the investment manager
organization and to arrive at an overall assessment of manager
performance. Staff will then focus the discussion on firm strategy
and performance results and whether they are consistent with the
process as understood.

Manager Risk

There is a risk of poor
performance and other
investment management issues
by one or all of the external
managers.

1. Investment Manager
Procurement Process

2. Portfolio Reviews
and on-site due

1. Annual

2. Ongoing

1. PRIM’s policy for its investment services selection process is set
forth in section 14 of the Board’s Investment Policy Statement.
During the search process all participants are provided with identical
information and judged by the same criteria. The Board’s principal
tool to insure the fairness of the process is an open Request for
Proposals (RFP); the PRIM Board does not employ “by invitation
only” RFP’s. The RFP guides participants through the process of
offering to manage assets for, or provide consulting services to
PRIM; it lays out the rules of the RFP process, establishes the
selection criteria, and provides applicable legal documents which
may influence how participants would manage a portfolio for, or
provide consulting advice to, PRIM. As the process proceeds, staff
creates what is referred to as a “process book™ documenting how the
process has unfolded. Once the search is concluded, the process
book and all relevant information is available to the public. Refer to
Procurement Risk for more information on the RFP Process. The
Search Committee then makes recommendations to the Investment
Committee and recommendations ultimately get sent to the Board
for their approval. Board resolutions approving the engaging of
advisors are made at public Board meetings and are always made
subject to the satisfactory outcome of contract and fee negotiations,
as well as a satisfactory site visit. The site visit is intended to
validate information obtained during the RFP process.

2. PRIM’s manager monitoring program includes at least two meetings
annually between staff and investment managers. Meetings may be
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Risk Category

Risk Description

Control (s)

Occurrence

Control Description

Manager
Risk, cont.

diligence visits

3. Use of External
Consultant

4. Manager Report and
Analyses

3. Ongoing

4. Monthly

scheduled more frequently in the event of organizational or
performance issues. The onsite due diligence reviews help PRIM
identify significant changes in the manager’s organizational
structure, ownership, personnel, or available resources that may
affect future operational performance. A PRIM finance staff member
attends these on-site due diligence visits to provide support on
operational, accounting, compliance, and regulatory matters.
Ongoing monitoring minimizes the risk of unanticipated issues that
could negatively impact the value of the PRIT Fund. Consistent,
diligent, monitoring reduces the risk that an under-performing
manager would continue to be retained for an extended period or
that an add-on investment would be made in an under-performing
partnership. PRIM Staff and Investment Managers conduct annual
portfolio reviews, usually at PRIM’s office, to discuss performance.
Staff documents public manager meetings with call reports and
portfolio review write-ups that detail the issues discussed, any areas
requiring further monitoring, and action items. A more detailed
analysis of portfolio reviews is provided in the Market Risk section
above.

3. The Board currently engages the following consultants: a public
markets and overall asset allocation consultant; real estate
consultants; an absolute return consultant and, an alternative
investments consultant  (the “Consultant”) for the purpose of
assisting the Board and Staff in selecting investment
advisors/managers. The analysis and recommendations of these
consultants are considered by the Board in conjunction with other
available information for the purpose of making informed decisions.
The Consultants and PRIM Staff must agree independently before
making hiring decisions.

4. Manager Reports and Analyses provide a common qualitative and
quantitative framework for reviewing all public managers. PRIM
Staff monitors manager investment guidelines, portfolio
characteristics, and manager account reconciliation as well as the
manager’s organization, investment philosophy and process, and
PRIT’s portfolio account. On a monthly basis, Staff writes a
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Risk Category

Risk Description

Control (s)

Occurrence

Control Description

Manager
Risk, cont.

5. Performance
Compared to
Benchmarks

5. Monthly

qualitative performance summary for each portfolio that
accompanies quantitative investment performance information. This
includes top performance contributors/detractors, absolute and
relative performance graphs, and the level of alpha provided by each
manager. On a Quarterly basis, Staff produces a Risk Report
detailing quantitative information such as risk/return profiles,
information ratios, and correlation matrices over longer-term
horizons. Staff also updates quarterly profiles for each manager that
include key information about the portfolio including a summary of
assets under management, fee structures, investment strategy,
performance, peer rankings, top holdings, and various portfolio
characteristics. Staff regularly enhances the reports and analyses as
better analytical resources and technology become available. Staff
updates the reports and uses them as reference documents during on-
site visits and portfolio reviews.

Once external advisors are hired, the Board establishes benchmarks
against which their performance is measured. Managing the risk
associated with portfolio construction and assessing individual
manager performance begins with clearly defining the policy
benchmarks established for the fund and the acceptable level of
deviation from these established benchmarks. Portfolio level
benchmarks are clearly defined and roll up into the overall policy
benchmarks. PRIT’s strategic policy benchmark is the sum of
indices weighted contributions. The risk and return characteristics
of the benchmark (the purely passive alternative) establish those
expected for the PRIT Fund and ultimately its managers. Active
managers are engaged in anticipation of their outperforming a
passive benchmark. Active manager performance, and in turn
tracking error, is monitored relative to the related benchmark. In the
portfolio construction process, the Board seeks managers within
asset classes with complementary investment styles, who also have
potential to provide PRIM with excess return through active bets
made outside of the policy benchmark and which will create more
diversified portfolios. On a monthly basis, PRIT performance results
are evaluated relative to those of the policy benchmarks. Under
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Risk Category | Risk Description Control (s) Occurrence Control Description
Manager normal circumstances, actual performance should be near that for
Risk, cont. the policy benchmark. However, when a stressful environment
occurs, the tracking error is apt to increase. The source of
significant tracking error relative to the policy benchmark is
reviewed with the Investment Committee and reported to the Board
(attributed to asset allocation, sector tilts, etc.) Fund tracking error
provides information about the risk of deviating from a purely
passive strategy. With the role of the outside advisor defined, and
benchmarks established, it is the responsibility of staff to implement
the PRIM Board’s policies and procedures.
Procurement | By outsourcing its portfolio | 1. Established RFP 1. Ongoing While it is not possible to predict future performance, the RFP
Risk management function, the Board Process process is intended to give the Board the best possible chance of
takes on procurement risk. This engaging high quality organizations whose good investment
is the risk associated with any capabilities and client service will persist. The RFP is typically a
given procurement decision; very detailed document and the questionnaire seeks to approach all
such risks range  from the principal issues in the selection process from a variety of
accusations of favoritism or perspectives. PRIM Staff reads each proposal (response to the
unfairness in the process, to the questionnaire contained in the RFP) and prepares a Search
legal implications of accusations Committee Memorandum highlighting the most important issues
of violation of fiduciary duty. raised in the manager proposals. The Search Committee
The consequences would range Memorandum puts all participants on an equal footing and allows
from a loss of the Board’s staff to compare firms and assess whether one has a competitive
credibility to threatened, or advantage that might allow it to outperform its peers. Firms
actual, legal sanctions against the assessed through the RFP process are normally judged on the
Board or its members. There is following criteria: 1) the firm’s stability and general experience; 2)
also a risk that that the PRIM the experience of firm personnel; 3) client relations and referrals;4)
Board does not select an Performance; and 5) fees.
investment manager that | 2.  Annual Audit of RFP | 2. Annual The RFP Process books are reviewed by a member of the finance
performs up to expectations and Process (SAS 70) staff to provide additional oversight of the RFP process and
exposes the fund to substantial documentation maintained to support manager selection. In addition,
loss. Also see “Manager Risk” independent auditors prepare a SAS 70 report on the RFP process,
section. validating the controls and procedures inherent in the process.
Operational There is a risk of loss due to | 1. Use of External 1. Ongoing All PRIM Board assets are managed by outside investment
Risk operational errors inherent in the Investment managers because the Board chooses to outsource certain risks
(PRIM level) | investment process related to a Managers associated with operating an investment organization. These risks
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Risk Category

Risk Description

Control (s)

Control Description

Operational
Risk

(PRIM level),
cont.

Operational
Risk
(Advisor
level)

lack of resources, technology,
and expertise.

There is a risk of loss due to the
managers  not  maintaining
appropriate books and records,
appropriate internal  controls,
appropriate systems and other
appropriate organizational and
operational processes  and
procedures. Operational  risk
associated with external
managers is that timely and
reliable information is not
available or that the information
received is inaccurate.

Portfolio Reviews
and onsite due
diligence visits

Monitoring
Investment
Guidelines

4. Segregation of

Authority from
Custodian

Occurrence
2. Annual
3. Ongoing
4. Ongoing

include the turnover of personnel involved in portfolio management,
the risks associated with developing and implementing an
investment process, maintaining a competitive advantage in the
process, as well as operational and compliance risk. Also, as a
public entity PRIM has resource limitations that impose risks not
otherwise found in a private sector investment organization.
Operational risk is reduced since the search process focuses on
identifying stable firms with the requisite staffing.

See Market and Manager Risk sections for a description of PRIM’s
portfolio review and onsite due diligence process.

Assuming the controls of the custodian bank are functioning
properly (refer to section on operational oversight of custodian), the
operational failure of the external manager for investment activities
can basically be the result of three actions: A security is
inappropriately sold; A security is inappropriately purchased; or An
intended sale or purchase of a security is not accomplished. These
actions are all the result of the manager not complying with the
guidelines and strategies set forth by PRIM. The possibility always
exists that an external manager, either intentionally or
unintentionally, will not adhere to the guidelines or strategy for
which they were hired. The monitoring of investment guidelines is
automated through the custodian’s on-line investment monitoring
system. This tool allows staff to compare the PRIT Fund’s
investment guidelines set forth in the manager contracts with the
investment manager’s actual portfolio holdings, on a one-day lag
basis. Generally, the longer a portfolio is allowed to be out of
compliance with the established guidelines and strategies, then the
more likely the returns of the portfolio will not live up to
expectations.

The legal custody of PRIM’s assets is maintained through a
custodial bank. Securities are held at the custodial bank in the
custodian’s nominee name on behalf of PRIT. Managers do not
have direct control over those assets and must perform their
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Risk Category

Risk Description

Control (s)

Occurrence

Control Description

Operational
Risk
(Advisor
level), cont.

5. Annual PRIT Fund
audit

5. Annual

activities through the custodial accounts. When a security is
purchased or sold, the custodian must receive instructions from the
manager to receive or deliver the security (usually on a “delivery vs.
payment” basis). Therefore, it would be very difficult for the
manager to obtain more funds than authorized by the System.
Consequently, each external manager creates a limited amount of
operational risk with regard to the overall PRIT Fund because they
only have access to the funds assigned to them by PRIM. If, for
example, an external manager’s building is destroyed and all records
and systems are lost, PRIM still has all of its securities under
separate control. In addition, PRIM can, at any time, “freeze” an
external manager’s account and prevent future access by the
manager, which is often done upon termination of a manager. All
that is lost is the opportunity cost of potential added value that may
have come from future decisions by the manager. Opportunity cost
concerns can be limited by immediately transferring the securities to
another manager’s account, which is also frequently done upon the
termination of a manager. Finally, an external manager does not
have the ability to move cash and securities out of the pension
system’s account to another destination, either within that
custodian’s system or outside the system. A manager only has
control over the movement of securities and cash within the account.
An attempt or request for this unauthorized type of movement would
automatically trigger a request by the custodian for independent
authorization from both the external manager’s and the PRIM Board
staff.

5. The PRIT Fund is subject to an annual audit by independent external
auditors. The audit of the PRIT Fund financial statements focuses on
key risks and controls in the investment and record keeping process.
Any adjustments identified by the external auditors are discussed
with management and the Audit Committee. This helps to ensure
that any operational issues at the manager level, which may result in
material error to the financial statements, are identified and
discussed with PRIM staff and Audit Committee members.
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Risk Category

Risk Description

Control (s)

Control Description

Interest Rate
Risk

There is a risk of loss in the
fixed income portfolio due to the
market value impact of changes
in interest rates.

1. Asset Allocation
Policy

2. Investment
Guidelines

3. Financial Statement
Disclosure Review

1.

While the PRIT Fund is exposed to interest rate risk in its fixed
income portfolio, an established Asset Allocation Policy takes into
consideration the level of interest rate risk the Fund is willing to
accept. By way of asset class diversification, the Fund minimizes
direct exposure to losses from significant movements in interest
rates.

The Investment Guidelines established with each fixed income
manger provide guidance on interest rate risk tolerance levels in a
given fixed income manager’s portfolio. The interest rate risk is
typically measured by the duration of the portfolio. The Investment
Guidelines for managing duration will differ based on the portfolio
being managed (i.e. core fixed income, high vyield etc.). PRIM
allows for Manager discretion to establish the duration bands set
forth in the Investment Guidelines. PRIM reviews these guidelines
for reasonableness. Generally, the duration guidelines established for
the portfolio will be within a certain percentage of the duration of
the benchmark Index.

Under GASB 40, PRIM is required to disclose PRIT’s exposure to
interest rate risk in the footnotes to PRIT’s financial statements.
PRIM staff reviews the custodian interest rate risk analysis reports
and summarizes interest rate risk guidelines and the effective
duration of its fixed income portfolio in the financial statements.
PRIM staff reviews the effective duration of the portfolio for
reasonableness and appropriateness.

Credit Risk

There is a risk of loss in the
fixed income portfolio due to
changes in the credit risk profile
of its portfolio as well as credit
defaults on fixed income
investments.

1. Asset Allocation
Policy

2. Investment
Guidelines

Occurrence
1. Ongoing
2. Ongoing
3. Annual
1. Ongoing
2. Ongoing

While the PRIT Fund is exposed to credit risk in its fixed income
portfolio, an established Asset Allocation Policy takes into
consideration the level of credit risk the Fund is willing to accept.
The diversification of the portfolio to different asset classes
minimizes the Fund’s direct exposure to credit losses.

The Investment Guidelines established with each fixed income
manger provide guidance on the credit rating levels for securities in
a given fixed income manager’s portfolio. These guidelines will
differ based on the portfolio being managed (i.e. core fixed income,
high yield etc.). PRIM allows for Manager discretion to establish the
credit limits allowed and set forth in the Investment Guidelines.
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Risk Category | Risk Description Control (s) Occurrence Control Description

Credit Risk, PRIM reviews these limits for reasonableness.

cont. 3. Financial Statement | 3. Annual 3. Under GASB 40, PRIM is required to disclose PRIT’s exposure to

Disclosure Review credit risk in the footnotes to PRIT’s financial statements. PRIM
staff reviews the custodian credit risk analysis reports and
summarizes interest rate risk guidelines and the credit ratings of its
fixed income portfolio in the financial statements.

Liquidity There is a risk of loss to the 1. First Business Day 1. Monthly 1. Investment and Finance staff meets at the end of each month to

Risk PRIT Fund if PRIM is unable to Procedures discuss First Business Day of the month cash needs. Finance staff
liquidate positions in an efficient highlights the liquidity needs to either pay manager fees or to meet
and timely manner to meet participant funding requirements. This ensures proper sourcing of
operational and investment cash monies for cash flow needs and requires investment staff to discuss
flow obligations. There is also with managers any liquidity needs in advance of month end.
the risk that too much liquidity 2. Investment 2. Ongoing 2. Investment Guidelines established with each manager specify the
may hinder investment Guidelines maximum amount of cash the manager can hold. This ensures that
performance. there is not too much liquidity in the portfolio. PRIM staff monitors

these guidelines and discusses circumstances surrounding cash
balances beyond specified guideline limits. In addition, the
investment guidelines specify securities holdings maximums. This
ensures that positions can be liquidated in a timely manner and
limits potential losses from immediate liquidation.

FX Risk There is a risk of loss to the | 1. FX Overlay Program | 1. Ongoing 1. To address currency risk, the Board has implemented a currency
portfolio due to movements in overlay program for the passively managed EAFE portfolio and
exchange rates in the Fund’s allows active managers with the requisite experience to hedge. The
international equity and Board authorizes managers only to hedge and not to speculate in
emerging markets portfolios. currencies to achieve excess return. Staff monitors the program to

ensure that no speculation is occurring.
2. Financial Statement | 2. Annual 2. Under GASB 40, PRIM is required to disclose PRIT’s exposure to

Disclosure Review

foreign currency risk in the footnotes to PRIT’s financial statements.
PRIM staff reviews the custodian foreign currency risk analysis
reports and summarizes foreign currency risk guidelines and foreign
currency exposures in the financial statements.
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Risk Category | Risk Description Control (s) Occurrence Control Description
Legislative PRIM is reliant on assumptions | 1. Investment Policy 1. Ongoing 1. PRIM has in place a documented and well-organized investment
Risk related to long-term rates of Statement policy statement that has been approved by the Board and is key to
return and the application of avoiding the risk of sudden and frequent overhauls of the investment
present value concepts of program by various political bodies. The Investment Policy
anticipated  future  benefits. Statement establishes the overall investment strategies of the PRIM
Changes to the realization or Board and the discipline to be used by the Board in setting forth
fulfillment of these assumptions, these strategies. This policy is intended to allow for sufficient
as a result of legislated actions, flexibility to capture investment opportunities, yet provide
may substantially impact the parameters that ensure prudence and care in the execution of the
financial health and economic investment program. The policy is updated and reviewed on a
viability of the PRIT fund. regular basis.
Examples include laws that limit | 2. Continuing 2. Ongoing 2. Educating legislative members and constituents about the system is
what asset types public pension Education also an effective mechanism for managing this risk. The more
systems may own or changes in knowledgeable these groups are about the key investment concepts
legislation that increases benefit employed by PRIM the less likely they are to pursue adverse
formulas without considering changes that may negatively affect the investment plan. This
available assets. education is accomplished through continuous communications from
PRIM and its Chair, and with educational materials such as PRIM’s
investment policy and annual report.
3. Monitoring of 3. Ongoing 3. PRIM, through its Chair, Board members, and staff has a monitoring

Legislation

and communication process in place to keep current with proposed
legislation or other actions that may affect the PRIT Fund’s assets.
Early awareness and effective communication enables PRIM to
educate the public and lawmakers on the potential effects of the
legislation on the PRIT fund before its passes legislation. PRIM
subscribes to numerous publications and subscribes to the State
House News Service to assist in monitoring legislative actions.
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Risk Category

Risk Description

Control (s)

Occurrence

Control Description

Compliance
Risk

There is a risk of loss to the fund
due to compliance and
contractual breaches by
investment managers. In
addition, the Fund is by law not
allowed to invest in certain
securities (e.g. tobacco related)
that would subject to reputation
and legal risk.

1. Investment
Guidelines

2. On-line compliance
monitoring system

3. Contractual Reports

1. Ongoing

2. Ongoing

3. Ongoing

1.

The Investment Guidelines, based on Schedule A of the Agreement,
contains authorized and prohibited investments. Specific maximum
and/or minimum investment exposures are also quantified. These
guidelines are established to ensure that the manager is investing
according to PRIM’s expectations and to provide a consistent
exposure to a particular asset class. All managers must certify to
PRIM that they are complying with all investment guidelines and
restrictions on a quarterly basis. The certification is required under
Schedule C of the Investment Management Agreement. In drafting
investment guidelines, staff generally use information provided in
the manager’s proposal on the investment philosophy and portfolio
construction process. The guidelines delineate a specific
performance expectation for the manager above an assigned
benchmark, authorized and prohibited investments and strategies,
and definitions of those investments and strategies. The guideline
document also comprises the portfolio characteristics that represent
the specifications of the product PRIM has purchased in selecting
the manager. Guidelines are typically drafted in consultation with
PRIM’s consultant.

The monitoring of investment guidelines is automated through the
custodian’s on-line investment monitoring system. This tool allows
staff to compare the PRIT Fund’s investment guidelines set forth in
the manager contracts with the investment manager’s actual
portfolio holdings, on a one-day lag basis. There are currently many
rules including prohibited tobacco investments, which are
automatically run across all public market portfolios. These rules
account for approximately 90% of the investment guidelines stated
in the investment manager contracts. The remaining 10% are
reviewed monthly and/or quarterly. PRIM Staff research and
document all exceptions on a weekly basis.

Staff maintains a list of the documents PRIM requires from the
manager, both in the Agreement and through subsequent requests.
Each document provides information that PRIM views as vital to
managing its relationship with the investment advisor. Examples of
this include PRIM and PERAC disclosure statements, ADV forms,
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Risk Category | Risk Description Control (s) Occurrence Control Description

Compliance and authorized signature lists. At least annually, staff requests

Risk, cont. updates of all required documentation. A review of such

documentation enables staff to evaluate adherence to contractual and
ethical standards.
4. On-site Due 4. Annual 4. PRIM finance staff members participate in annual due diligence
Diligence Visits visits to PRIM’s investments advisors’ offices. A focal point of these
visits is on the advisors’ compliance function. PRIM staff discusses
investment compliance procedures and systems, SEC or other
regulatory matters, compliance programs, code of ethics and other
significant compliance matters. PRIM’s senior financial analyst is
responsible for monitoring new compliance and regulatory issues.
New compliance issues of importance are incorporated into the due
diligence questionnaire.

Legal Risk There is a risk of loss to the | 1. Pre-approved 1. Ongoing 1. As part of the RFP process, PRIM provides standard contracts to
PRIT Fund due to the standard contracts potential providers so as to ensure consistency of legal and
inappropriate  structuring  of and investment contractual language and to minimize legal risk associated with
contracts, investment vehicles, guidelines these contracts. Standard investment guidelines are also provided to
internal  policies and other ensure consistency. PRIM works with Investment Advisors to ensure
legally enforceable documents these guidelines are appropriate for the advisor’s mandate.

2. Use of outside legal 2. Ongoing 2. PRIM has dedicated outside legal counsel to assist in important legal
counsel matters and to review contracts and changes to contracts. PRIM
ensures that the use of outside legal counsel is considered in their

budget process.

Valuation There is a risk that the portfolio | 1. Custodian 1. Daily 1. PRIM’s custodian independently prices the public market portion of

Risk is not valued properly resulting independently prices the portfolio on a daily basis. The Custodian uses reputable third
in losses to the portfolio, portfolio party pricing providers to price the portfolio. A small number of
incorrect pricing of the portfolio securities (e.g. commingled funds) are priced by the managers.
to purchasing systems and/or | 2. Reconciliation 2.  Monthly 2. The accuracy of the holdings and transactions is also assured through

incorrect reporting of
performance.

between manager
and Custodian

a detailed monthly reconciliation of the holdings by the external
manager and custodian. The items reconciled include securities
held, number of shares, pricing and the overall value of the managers
account. The reconciliation process helps to ensure the integrity and
timeliness of the data used by PRIM during the monitoring process.
The manager is contractually required to reconcile and agree with
the custodian within a specified tolerance level on a monthly basis.
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Risk Category | Risk Description Control (s) Occurrence Control Description
Market Risk | The real estate portfolio has 1. Real Estate 1. 6times 1. The PRIM Board receives input from the Real Estate Committee on
unique and complex risks Committee and per year all substantive real estate matters. Since directly owned real estate is
subject to significant movements PRIM Board significantly less liquid than publicly traded securities, the Committee
in the real estate market and Oversight is pro-active in reviewing whether the real estate program is meeting
economic environment. The its goals. The Real Estate Committee meets six times per year as
portfolio is subject to loss due to needed to review PRIT’s real estate activities and to provide
movements in market guidance. Additionally, ongoing staff updates are provided through
conditions. informal weekly conversations with the managers.
2. Use of External 2. Ongoing | 2. The PRIM Board uses an Outside Consultant to review the real estate
Consultant portfolio, market conditions, and manager performance. Real Estate
staff members meet with the external consultant on a regular basis.
Manager Risk | There is a risk of poor 1. Ongoing Manager 1. Ongoing | 1. The PRIM staff has established an active management program to
performance by one or all of the Review ensure that real estate managers are complying with their Agreements.
real estate managers. An integrated accounting and management information database that
is updated monthly is maintained by staff. PRIM staff monitor
manager compliance with property type and regional investment
requirements using this database.
2. Review of manager 2. Annual 2. Each real estate manager who directly invests in properties for PRIM
Investment Plan prepares an annual plan. PRIM staff and the real estate consultant
review this Plan. It sets forth the general and specific property
investment criteria for a manager’s property investments for the next
calendar year.
3. Review of Manager 3. Monthly | 3. PRIM staff review manager performance quarterly and report the
Performance and results of their reviews to the Real Estate Committee and PRIM
Benchmarks Board. PRIM staff and the real estate consultant review manager
performance over the short and longer-term horizons, on an absolute
basis and relative to the contract and industry benchmarks. Refer to
General Investment/Public Markets risk section for description of
benchmark selection process.
4. Review of Manager 4. Monthly | 4. Each manager provides on a quarterly basis a list of all acquisitions

Acquisition Reports

made in the U.S. on behalf of all its clients. Such report includes the
client name, property, location, price paid, square footage, price per
square foot, cap rate, estimated internal rate of return over a ten year
holding period, and the reason such acquisition was not allocated to
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Risk Category | Risk Description Control (s) Occurrence Control Description
Manager PRIT. PRIM’s real estate consultant reviews the reports and quarterly
Risk, cont. issues a formal report to PRIM on the fairness to PRIT of such
investment allocations.
5. Use of External 5. Ongoing See above for role of external consultant.
Consultant
Procurement | By outsourcing its portfolio | 1. PRIM procurement 1. Ongoing PRIM’s controls for selecting real estate investment managers are
Risk management function, the Board risk controls similar to those controls used to select all investment advisors. Refer
takes on procurement risk. This to General Investments/Public Markets Risk Analysis section for
is the risk associated with any descriptions of procurement risk controls, validating the controls and
given procurement decision; procedures inherent in the process.
such risks range  from
accusations of favoritism or | 2.  Annual Audit of RFP | 2.  Annual See General Investments/Public Markets Risk Analysis section for
unfairness in the process, to the Process (SAS 70) description of audit process.
legal implications of accusations
of violation of fiduciary duty.
The consequences would range
from a loss of the Board’s
credibility to threatened or actual
legal sanctions against the Board
or its members. There is also a
risk that that the PRIM Board
does not select an investment
manager that performs up to
expectations and exposes the
fund to substantial loss. Also see
“Manager Risk” section.
Operational There is arisk that propertiesdo | 1. Real Estate Portfolio | 1. Ongoing Using the procurement process described above, the PRIM Board
Risk not maintain adequate books and Level Audits engages a reputable independent accounting firm to audit the
records resulting in a loss to the portfolios of all of its Real Estate managers. PRIM Staff oversees the
portfolio. audit process via planning and debriefing meetings, conference calls,
and financial statement review. The scope of the audit, potential
issues and results are discussed with the auditors to ensure any
material control weaknesses or financial statement differences at the
individual manager level are discussed.
2. Site Visits 2. Annual PRIM staff visit all properties at least once every two years to review

the current investment status of each individual property. The unigue
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Risk Category | Risk Description Control (s) Occurrence Control Description

Operational element of the on-site review process is the “hands on” approach to

Risk, cont. understanding an investment manager’s oversight of a property and

therefore PRIM’s exposure to a particular property’s investment risk
3. Review of Manager 3. Monthly/ | 3. Finance staff review reports provided by each manager that detail
reports Annual cash flows, net income and net assets at the end of each quarter.
PRIM’s custodian bank independently tracks cash flows to/from each
manager. PRIM staff reconcile the custodian’s summary of cash flows
to PRIM’s records. In addition, PRIM staff reconciles reports
provided by the manager to audited financial statements. Finance
maintains procedures for accounting for real estate transactions and
the real estate portfolio. Refer to finance procedures for more detail.

Interest Rate | The portfolio is subject to 1. Interest Rate swaps 1. Ongoing | 1. Borrowings are done with Goldman Sachs through PRIT’s securities

Risk interest rate risk through its are used to fix the lending program. To ensure the amount of variable rate debt is within
leverage program. rate of borrowing. the Leverage Policy limits, PRIT uses interest rate swaps to swap out

the variable interest rate paid for a fixed interest rate. Floating rate
debt without swaps or caps can not exceed the greater of $200 million
or 40% of outstanding debt.

Credit Risk The portfolio is subject to credit | 1. Interest Rate swaps 1. Ongoing | 1. Swaps are obtained through Chatham Financial and the best offer
risk through its leverage are used to fix the receives the swap contract. All swap counterparties must be rated A-
program. rate of borrowing. or better. PRIM mitigates counterparty risk by using multiple

counterparties to manage the leverage program.

Liquidity There is a risk of loss to the 1. Debt Program 1. Ongoing | 1. PRIM uses its Securities Lending program to provide funding for real

Risk PRIT Fund if real estate cash Guidelines estate transactions. This provides the necessary liquidity to fund real
flow requirements can not be estate purchases. This debt arrangement limits the amount of cash that
met due to limitations in the debt can be borrowed from the Securities Lending agent to fund real estate
program, inability to borrow transactions.
money under the securities 2. Oversight of 2. Ongoing | 2. PRIM staff is in ongoing communication with PRIM’s securities
lending arrangement or Securities Lending lending agent to discuss borrowing levels and restrictions. Refer to
requirements under the debt Program the Asset Specific Risks for Securities Lending for additional
swap agreement. controls.

3. Debt swap program 3. Ongoing | 3. PRIM has a debt swap program managed by a third party to provide a

monitoring

fixed rate of debt to the money borrowed from the Securities Lending
agent as part of the Leverage program. PRIM staff monitor the
payments/receipts under this swap program to ensure appropriate cash
flows are available to pay amounts due under the swap agreements.
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Risk Category | Risk Description Control (s) Occurrence Control Description

Compliance There is a risk that real estate 1. Investment 1. Ongoing | 1. The Investment Guidelines, based on Schedule A of the Agreement,

Risk investments are not in Guidelines contains authorized and prohibited investments. Specific maximum
accordance with the provisions and/or minimum investment exposures are also quantified. These
of the investment management guidelines are established to ensure that the manager is investing
agreement according to PRIM’s expectations and to provide a consistent

exposure to a particular asset class. All managers must certify to
PRIM that they are complying with all investment guidelines and
restrictions on a quarterly basis.
2. Written compliance 2. Quarterly | 2. Managers provide written certification regarding legal compliance
certification with the provisions of the investment management and other general
compliance provisions, such as SEC rules.
3. Investment 3. Ongoing | 3. Staff run weekly investment manager rules to ensure REIT holdings
management rules comply with investment guidelines.
reviewed by staff
4. E-mail submission of | 4. Quarterly | 4. Quarterly e-mails are provided with a list of REIT securities that are
security restrictions unacceptable due to involvement with tobacco.
list.

Legal Risk There is a risk of loss to the | 1. Pre-approved 1. Ongoing | 1. As part of the RFP process, PRIM provides standard contracts to
PRIT Fund due to the standard contracts potential advisors so as to ensure consistency of legal and contractual
inappropriate structuring of real and investment language and to minimize legal risk associated with these contracts.
estate contracts, debt guidelines Standard investment guidelines are also provided to ensure
agreements, internal policies and consistency. PRIM works with Investment Advisors to ensure these
other legally enforceable guidelines are appropriate for the advisor’s investment mandate.
documents 2. Use of outside legal 2. Ongoing | 2. PRIM has dedicated outside legal counsel to assist in important legal

counsel matters and to review contracts and changes to contracts. PRIM
ensures that the use of outside legal counsel is considered in their
budget process.

Valuation There is a risk that the financial | 1. Independent Property | 1. Annual 1. Outside appraisal of each property owned is obtained within eighteen

Risk records do not reflect accurate Valuations months after acquisition and every year thereafter for the purpose of

property valuations.

determining its current fair market value. Approximately one fourth
of the portfolio is appraised quarterly. PRIM selects appraisers and
contracts directly for such independent appraisals through the RFP
process.
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Risk Category | Risk Description Control (s) Occurrence Control Description
Property Risk | The portfolio is subject to risk of | 1. Diversification of 1. Ongoing | 1. The risk of inadequate diversification is controlled by engaging
loss from one specific property property managers several managers with a broad market focus that invest in different
or certain property types. and properties property types, in variety of geographic locations. The PRIM Board’s
investment policy statement sets forth recommended long-term
targets to diversify assets amongst core real estate, value real estate
and REITs.
2. Site Visits 2. Annual 2. See Operational Risk section for description of site visit process.
3. Manager Meetings 3. Monthly | 3. PRIM staff hold regular discussions with real estate investment
managers regarding the managers’ portfolios and any issues.
Properties with any specific concerns are discussed during these
meetings.
4. Joint Venture 4. Ongoing | 4. The Real Estate Committee must approve Real Estate transactions
approval procedures that involve joint venture arrangements. In addition, PRIM maintains
the right to sell the property at any time and has specified contractual
terms that must be agreed to by the parties to the joint venture.
5. Property Acquisitions | 5. Ongoing | 5. Properties with a purchase price greater than $250 million require
requiring Board Board Approval. This ensures issues associated with potential
Approval concentration risks on one property are discussed and the Real Estate
Committee and Board give the necessary investment approval before
the purchase is finalized.
Leverage There is a risk of loss from the 1. Leverage Policy 1. Annual 1. The Board approves the Real Estate leverage policy.
Risk use of leverage in the real estate Approved by the
portfolio resulting from an Board
increase in borrowing rates 2. Policy limits are 2. Ongoing | 2. Prior to additional borrowings, real estate staff members review the
versus returns on the underlying reviewed prior to leverage thresholds to ensure policy limits are not breached. In
real estate properties. additional borrowings addition, finance staff members review the leverage thresholds to
ensure compliance with policy guidelines.
3. Leverage limitis 3. Monthly | 3. Finance staff reviews the leverage limits at month end as a secondary
reviewed at month review.
end
4. Positive leverage 4. Ongoing | 4. Investment staff members review the financial results of the leverage
requirements are program to ensure positive leverage is being obtained.
reviewed
5. Interest Rate swaps 5. Ongoing | 5. Interest Rate swaps are sent out to bid to obtain the best quote

are used to fix the

available from counterparties. An outside vendor administers this bid
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Risk Category

Risk Description

Control (s)

Occurrence

Control Description

rate of borrowing

process. Interest Rate swaps are done in $50M increments and
agreements mature at staggered future intervals.
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Risk Category | Risk Description

Control (s)

Occurrence

Control Description

Market Risk The timber portfolio has unique
and complex risks subject to
significant movements in the
timber market and economic
environment. The portfolio is
subject to loss due to movements
in market conditions.

1. Real Estate
Committee Oversight

2. Use of External
Consultant

1. 6times
per year

2. Ongoing

1.

The PRIM Board receives input from the Real Estate Committee on
all substantive real estate matters. A member on the Real Estate
Committee has significant timber experience. Since directly owned
timber is significantly less liquid than publicly traded securities, the
Committee is pro-active in reviewing whether the timber program is
meeting its goals. The Real Estate Committee meets six times per
year as needed to review PRIT’s timber activities and to provide
guidance. Additionally, Ongoing staff updates are provided through
informal weekly conversations with the managers.

The PRIM Board uses an Outside Consultant to review the timber
portfolio, market conditions, and manager performance. Real Estate
staff members meet with the external consultant on a regular basis.

Manager Risk | There is a risk of poor
performance by one or all of the
timber managers.

1. Ongoing Manager
Review

2. Review of manager
Investment Plan

3. Review of Manager
Performance and
Benchmarks

1. Ongoing

2. Annual

3. Monthly

Since directly owned timber is significantly less liquid than publicly
traded securities, the Committee is pro-active in reviewing whether
the timber program is meeting its goals. The Real Estate Committee
meets six times per year as needed to review PRIT’s timber activities
and to provide guidance. Additionally, Ongoing staff updates are
provided through informal weekly conversations with the managers.
The PRIM staff has established an active management program to
ensure that timber managers are complying with their Agreements.
Staff maintains an integrated accounting and management
information database that is updated monthly. PRIM staff monitor
manager compliance with property type and regional investment
requirements using this database.

Each timber manager who directly invests in properties for PRIM’s
prepares an annual plan. PRIM staff and the real estate consultant
review this Plan. It sets forth the general and specific property
investment criteria for a manager’s property investments for the next
calendar year.

PRIM staff review manager performance quarterly and report the
results of their reviews to the Real Estate Committee and PRIM
Board. PRIM staff and the real estate consultant review manager
performance over the short and longer-term horizons, on an absolute
basis and relative to the contract and industry benchmarks. Refer to
General Investment/Public Markets risk section for description of
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TIMBER
Risk Category | Risk Description Control (s) Occurrence Control Description
Manager benchmark selection process.
Risk, cont. 4. Review of Manager 4. Quarterly | 4. Each manager provides, on a quarterly basis, a list of all acquisitions
Acquisition Reports made in the U.S. on behalf of all its clients. This report includes the
client name, property, location, price paid, and estimated internal rate
of return over a ten year holding period, and the reason such
acquisition was not allocated to PRIT.
5. Use of External 5. Ongoing | 5. See above for role of external consultant.
Consultant
Procurement | By outsourcing its portfolio | 1. PRIM procurement 1. Ongoing | 1. PRIM’s controls for selecting timber investment managers are similar
Risk management function, the Board risk controls to those controls used to select all investment advisors. Refer to
takes on procurement risk. This General Investments/Public Markets Risk Analysis section for
is the risk associated with any descriptions of procurement risk controls., validating the controls and
given procurement decision; procedures inherent in the process.
such risks range  from
accusations of favoritism or
unfairness in the process, to the | 2. Annual Audit of RFP | 2.  Annual 2. See General Investments/Public Markets Risk Analysis section for
legal implications of accusations Process (SAS 70) description of audit process.
of violation of fiduciary duty.
The consequences would range
from a loss of the Board’s
credibility to threatened or actual
legal sanctions against the Board
or its members. There is also a
risk that that the PRIM Board
does not select an investment
manager that performs up to
expectations and exposes the
fund to substantial loss. Also see
“Manager Risk” section.
Operational There is arisk that propertiesdo | 1. Timber Manager 1. Annual 1. Using the procurement process described above, the PRIM Board
Risk not maintain adequate books and Audits engages a reputable independent accounting firm to audit the

records resulting in a loss to the
portfolio.

portfolios of all of its Timber managers. PRIM Staff oversees the
audit process via planning and debriefing meetings, conference calls,
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Risk Category

Risk Description

Control (s)

Occurrence

Control Description

Operational
Risk, cont.

2. Site Visits

3. Review of Manager
reports

2. Every2
years

3. Monthly

and financial statement review. The scope of the audit, potential
issues and results are discussed with the auditors to ensure any
material control weaknesses or financial statement differences at the
individual manager level are discussed.

PRIM staff visit certain of the properties at least once every two years
to review the current investment status of each individual property.
The unique element of the on-site review process is the “hands on”
approach to understanding an investment manager’s oversight of a
property and therefore PRIM’s exposure to a particular property’s
investment risk.

Finance staff review QVR reports provided by each manager that
detail cash flows, net income (loss) and net assets at the end of each
quarter. PRIM’s custodian bank independently tracks cash flows
to/from each manager. PRIM staff reconcile the custodian’s summary
of cash flows to PRIM’s records. In addition, PRIM staff reconciles
reports provided by the manager to audited financial statements.
Finance maintains procedures for accounting for timber transactions
and the timber portfolio. Refer to finance procedures for more detail.

Liquidity
Risk

There is a risk of loss to the
PRIT Fund due to inability to
liquidate timber holdings in a
timely and efficient manner to
meet cash flow requirements

1. Timber portfolio not
a segmented portfolio

1. Ongoing

Due to the illiquid nature and infrequent valuation cycle of timber
investments, PRIM does not segment the timber portfolio out to
systems. This prevents systems from coming in and out of the
portfolio and reducing the risk of having to liquidate positions to meet
long-term asset allocation guidelines.

Compliance
Risk

There is a risk that timber

investments are not in

accordance with the provisions
of the investment management

agreement

1. Investment
Guidelines

2. Written compliance
certification

1. Ongoing

2. Quarterly

The Investment Guidelines, based on Schedule A of the Agreement,
contains authorized and prohibited investments. Specific maximum
and/or minimum investment exposures are also quantified. These
guidelines are established to ensure that the manager is investing
according to PRIM’s expectations and to provide a consistent
exposure to a particular asset class. All managers must certify to
PRIM that they are complying with all investment guidelines and
restrictions on a quarterly basis.

Managers provide written certification regarding legal compliance
with the provisions of the investment management and other general
compliance provisions, such as SEC rules.

Legal Risk

There is a risk of loss to the

PRIT Fund due

1. Pre-approved
standard contracts

1. Ongoing

As part of the RFP process, PRIM provides standard contracts to
potential advisors so as to ensure consistency of legal and contractual
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TIMBER
Risk Category | Risk Description Control (s) Occurrence Control Description
Legal Risk, | inappropriate  structuring  of and investment language and to minimize legal risk associated with these contracts.
cont. timber contracts, debt guidelines Standard investment guidelines are also provided to ensure
agreements, internal policies and consistency. PRIM works with Investment Advisors to ensure these
other legally enforceable guidelines are appropriate for the advisor’s investment mandate.
documents 2. Use of outside legal 2. Ongoing | 2. PRIM has dedicated outside legal counsel to assist in important legal
counsel matters, to review contracts, review changes to contracts and establish
the legal entity structure for investment. PRIM ensures that the use of
outside legal counsel is considered in their budget process.
Valuation There is a risk that the financial | 1. Independent Property | 1. Every3 | 1. Outside appraisal of each property owned is generally obtained every
Risk records do not reflect accurate Valuations Years three years for the purpose of determining its current fair market
property valuations. value. PRIM selects appraisers and contracts directly for such
independent appraisals through the RFP process.
Property Risk | The portfolio is subject to risk of | 1. Diversification of 1. Ongoing | 1. The risk of inadequate diversification is controlled by engaging
loss from one specific property property managers multiple managers that invest in different timber property types, in
or certain property types. and properties variety of geographic locations.
2. Site Visits 2. Every2 | 2. Seeabove for site visit procedures.
years
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Risk Category | Risk Description Control (s) Occurrence Control Description

Market Risk | Alternative investments are 1. Annual 1. Annually | 1. The Board approves the total budgeted investment commitments for
exposed to movements in the Commitments each alternative investment vintage year. PRIM Staff members
market that change the approved by the monitor commitment levels and updates are presented to the Board at
risk/return ratio in this asset Board each meeting.
class. There exists the risk that 2. Investment 2. 6times 2. New investment opportunities are presented to the investment
portfolio is subject to loss due to Committee Oversight per year committee who approve all investments prior to submission to the
market conditions. Board. The investment committee includes representatives with

significant alternative investment experience. PRIM Staff and the
external consultant present new opportunities to the Investment
Committee as quality opportunities arise.
3. Use of External 3. Ongoing | 3. The consultant maintains a financial and portfolio information
Consultant database that it updates regularly, much of which PRIM staff has
access to via the Internet. On a monthly basis the consultant provides
a written report on meetings or significant conversations with
partnership companies in PRIM’s private equity portfolio. The report
provides an update on the investment and addresses any concerns that
the consultant may have uncovered. Also, on a monthly basis
consultant provides a list of PRIM’s investments by vintage year and
partnership type showing pertinent data such as PRIM’s commitment
and cumulative contributions to date. The consultant also prepares a
quarterly review and annual report detailing its assessment of each
partnership in which PRIM participates. Further, at the end of every
month, the PRIM staff receives a partnership update memo on every
partnership the alternative investment consultant has had a meeting
with, or significant conversation about its portfolio. The memo
provides an update on the portfolio and addresses any concerns that
uncovered.

Manager Risk | There is a risk of poor 1. Diversification of 1. Ongoing | 1. The PRIM Board expects to achieve adequate portfolio diversification
performance by one or all of the managers, by investing in different types of alternative investments, in different
alternative investment managers. partnerships and partnerships, with managers representing various investment styles,

investment types concentrating in a variety of industries and locations.
2. Use of External 2. Ongoing | 2. See above for role of external consultant
Consultant
3. Review of 3. Quarterly | 3. Performance is reported in the consultant’s monthly, quarterly, and
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Risk Category

Risk Description

Control (s)

Occurrence

Control Description

Manager
Risk, cont.

Partnership
Performance

4. Advisory Board
Meetings

5. Alternative
Investment
Partnership Meetings

6. Investment Policy
Criteria

4. Ongoing

5. Annual

6. Ongoing

annual reports. It is reviewed quarterly by PRIM staff and alternative
investment consultant and is reported to the Investment Committee
and the PRIM Board. PRIM staff and the consultant review
partnership performance over the short and longer-term horizons, on
an absolute basis and relative to industry benchmarks.

4. The PRIM staff and the current consultant sit on many of the
partnership advisory Boards where PRIM classifies the association
with the general partner to be a “key relationship”. Relationships are
so defined if the fund is top quartile in performance, has high quality
key personnel and where there is mutual interest in potential future
investments. By designating a relationship as key, the Board and staff
are expressing a commitment to a relationship in order to have the
opportunity to participate in future partnerships should the general
partner’s performance continue to be strong. Advisory Board
meetings cover portfolio company reviews, deal flow, investment
environment, potential conflicts of interest, and valuation discussions.

5. PRIM staff and the consultant attend partnership annual meetings for
detailed updates on portfolio company investments. Additionally,
“ad-hoc” meetings may be scheduled more frequently by PRIM staff
or the alternative investment consultant in the event of organizational
or performance issues. These meetings can provide the forum for
addressing any concerns with personnel, deal flow, or the existing
portfolio.

6. The PRIM Board maintains an investment policy that outlines the
criteria used for selecting managers and the size of targeted
commitments. It also establishes the following selection process for
choosing alternative investments: PRIM Staff, the Executive Director,
Chief Investment Officer and the Senior Investment Officer for
Alternative Investments — must reach a consensus on each alternative
investment recommendation before it can receive further
consideration. Each staff recommendation to invest in an alternative
investment fund must be supported by a written recommendation
from the Board’s independent consultant. The Investment committee
and the Board must then approve the investment. If PRIM staff and
the independent consultant do not agree, the investment opportunity
will simply not be considered further.
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Risk Category | Risk Description Control (s) Occurrence Control Description
Procurement | By outsourcing its portfolio | 1. Established 1. Ongoing | 1. While it is never possible to predict any future performance, the
Risk management function, the Board Alternative alternative investment selection process is intended to give the Board
takes on procurement risk. This Investment the best possible chance of engaging high quality organizations whose
is the risk associated with any Procurement Process good investment capabilities and client service will persist. The
given procurement decision; Alternative investment selection process works differently than
such risks range  from PRIM’s other investment advisor RFP process. Due to the unique
accusations of favoritism or nature of the investment class, alternative investments decisions do
unfairness in the process, to the not go through a RFP process. However, as noted above, the selection
legal implications of accusations process is well structured and any investment decision requires both
of violation of fiduciary duty. staff and consultant approval.
The consequences would range | 2. Annual Audit of 2. Annual 2. A member of the finance staff reviews the Alternative Investment
from a loss of the Board’s Procurement Process Process books with documentation supporting manager selection. In
credibility to threatened or actual (SAS 70) addition, independent auditors prepare a SAS 70 report on the RFP
legal sanctions against the Board process, validating the controls and procedures inherent in the
or its members. There is also a process.
risk that that the PRIM Board
does not select an investment
manager that performs up to
expectations and exposes the
fund to substantial loss.
Operational There is a risk of loss due to 1. Financial Verification | 1. Ongoing | 1. PRIM staff and the alternative investment consultant independently
Risk operational errors made by the and Reconciliation track all cash flows by date for each of the alternative investment
alternative investment manager. partnerships. The consultant uses such data to calculate internal rate
These errors include: incorrect of returns (“IRR”) in accordance with AIMR performance standards.
recording of cash flows, On a monthly basis, the consultant’s cash flow data is reconciled
incorrect calculation of IRR, against data tracked by the PRIM staff and the custodian.
improper booking of 2. Review of 2. Quarterly | 2. The general partners prepare quarterly and independently annual
management fees Partnership reports audited financial reports that are reviewed by PRIM staff and the
alternative investment consultant. Further, specific data from these
reports is incorporated into consultant’s databases. Any missing data
is requested from the manager directly by the consultant. The
managers’ reports typically provide updates on the underlying
portfolio company investments, financial statements, and often
address any concerns that the manager may have.
3. Independent Audit 3. Annual 3. Each limited partnership investment is audited annually by an
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Risk Category | Risk Description Control (s) Occurrence Control Description

Operational Reports independent accounting firm (at the partnership’s expense) which

Risk, cont. helps ensure the current asset values are calculated fairly. PRIM staff

and the external consultant review these financial statements and
compare them against PRIM’s accounting records.

Liquidity There is a risk of loss to the 1. Alternative 1. Annual 1. The PRIM Board sets a targeted alternative investment commitment

Risk PRIT Fund due to inability to Investment level for each vintage investment year. This ensures that commitment
liquidate alternative investments Commitment targets levels are managed against any liquidity or long-term asset allocation
in a timely and efficient manner | 2. Alternative requirements.
to meet cash flow requirements. Investment cash 2. Monthly | 2. Each month, PRIM staff set aside a maintenance balance for purposes
PRIM is typically unable to maintenance balance of making any necessary capital calls. In addition, distributions
receive capital distributions until received from alternative investment partnerships are kept in cash to
underlying investment support this maintenance balance.
transactions are realized. Thisis | 3. Vintage Year 3. Annual 3. PRIM’s alternative investment portfolio is open to segmentation for
typically an extended and Participation participating systems. Due to the illiquid and long-term nature of the
lengthy process in alternative asset class, PRIM establishes an annual vintage year investment
investment. In addition, PRIM is sleeve. This allows participating systems to invest in that particular
often required to make capital year’s investment commitments only and locks systems into those
calls at anytime during the vintage year commitments for the duration of the vintage year.
month and as such must have
cash available to make
contributions. PRIM typically
only moves cash on the first
business day of the month.

FX Risk There is a risk of loss to the 1. Diversification of 1. Ongoing | 1. PRIM’s alternative investment portfolio is well diversified which
PRIT Fund due to movement in Investment ensures exposure to foreign currencies are managed to appropriate
exchange rates that may impact Partnerships levels. In addition, PRIM staff monitors partnership investment to
the value of overseas alternative determine the extent of foreign currency exposure.
investment partnerships 2. External Consultant 2. Ongoing | 2. PRIM”s alternative investment consultant monitors exposure to

review foreign markets and provides recommended ranges of foreign
currency exposure for PRIM’s alternative investment portfolio. While
there are no hard limits on foreign currency exposure, the levels of
foreign currency exposure can be accessed at any time and is reported
to the PRIM Board on a regular basis.
3. Financial Statement 3. Annual 3. Under GASB 40, PRIM is required to disclose PRIT’s exposure to

Disclosure Review

foreign currency risk in the footnotes to PRIT’s financial statements.
PRIM staff reviews the custodian foreign currency risk analysis
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Risk Category | Risk Description Control (s) Occurrence Control Description

FX Risk, reports and summarizes foreign currency risk guidelines and foreign

cont. currency exposures in the financial statements.

Compliance There is a risk that alternative 1. Review of 1. Quarterly | 1. The general partners prepare quarterly and independently annual

Risk investments are not in Partnership reports audited financial reports that are reviewed by PRIM staff and the
accordance with the provisions alternative investment consultant. Further, specific data from these
of the investment management reports is incorporated into consultant’s databases. The managers’
agreement reports typically provide updates on the underlying portfolio company

investments, financial statements, and often address any concerns that
the manager may have. Any significant diversions from the provisions
outlined in the investment management agreement are addressed as
part of this process. PRIM staff would question any changes in
investment strategy or specific investments as mandated by the
Investment Management Agreement.

Legal Risk There is a risk of loss to the 1. Review of contract 1. Ongoing 1. The consultant and PRIM reviews all amendments to partnership
PRIT Fund due to the amendments agreements, and, depending on their nature, may also have outside
inappropriate structuring of legal counsel conduct a review. The consultant provides the PRIM
alternative investment contracts, staff with a recommendation to either approve or reject each
which can be complex and vary amendment.
amongst partnerships.

Valuation There is a risk that the 1. External Consultant 1. Ongoing | 1. The consultant tracks the market value of each partnership on a

Risk underlying investments in the review quarterly basis, and verifies the calculation against the audited
partnership portfolios are not financial statements annually.
appropriately valued 2. Independent audit 2. Annual 2. Each limited partnership investment is audited annually by an

reports

independent accounting firm (at the partnership’s expense) which
helps ensure the current asset values are calculated fairly.
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Risk Category | Risk Description Control (s) Occurrence Control Description

Market Risk There is a risk of loss due to 1. Investment 1. 6times 1. The PRIM Board receives input from the investment committee on all
market conditions and the value Committee and per year substantive absolute return matters.
of portfolio holdings PRIM Board

Oversight

2. Use of external 2. Ongoing | 2. The PRIM Board utilizes an external consultant to provide input on
consultant expectations in the absolute return space and whether PRIM’s

portfolio is designed to limit the impact of market risks.

3. Investment Policy 3. Ongoing | 3. The investment policy provides general guidelines of diversification
regarding of hedge fund strategies relative to the entire portfolio. PRIM staff
diversification of works with the Hedge Fund of Funds managers to ensure investments
underlying strategies in underlying managers achieve this level of diversification. The goal

of the portfolio is to achieve an annual “absolute return” to limit the
volatile impact of market movements.

Manager Risk | There is a risk of poor 1. Ongoing manager 1. Ongoing | 1. Each month PRIM staff discusses the performance and other portfolio
performance by one or all of the review attributes with the Hedge Fund of Funds managers. This includes the
Fund of Funds absolute return’® Fund of Fund’s strategy, overall investment performance, noteworthy
managers. individual hedge fund manager performance and any attribution

analysis. In addition, staff discuss with the managers any changes in
their organization that may impact their business. This ensures that
the risk of poor performance by any one manager is being monitored
and discussed by both PRIM staff and the external consultant.

2. Diversification of 2. Ongoing | 2. The PRIM Board hired five Fund of Funds managers that ensure poor
Managers performance by any one manager is mitigated by diversification at the

Fund of Funds level. In addition, there is significant diversification at
the underlying hedge funds level that further manages the risk of poor
performance by one or several Fund of Funds managers. There are
over 100 underlying managers.

3. Monthly Consultant 3. Monthly
Report 3. Each month the external consultant prepares a report outlining

individual manager performance, investment strategies and
operational issues. Any significant issues identified by the consultant
are highlighted in this report and discussed with PRIM Staff during
the monthly call with the external consultant.

4. Portfolio Reviews 4. Ongoing

and on-site due

4. PRIM’s manager monitoring program includes at least two meetings
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Risk Category

Risk Description

Control (s)

Occurrence

Control Description

Manager
Risk, cont.

diligence visits

annually between staff and investment managers. Meetings may be
scheduled more frequently in the event of organizational or
performance issues. The onsite due diligence reviews help PRIM
identify significant changes in the manager’s organizational structure,
ownership, personnel, or available resources that may affect future
operational performance. A PRIM finance staff member attends these
on-site due diligence visits to provide support on operational,
accounting, compliance, and regulatory matters. Ongoing monitoring
minimizes the risk of unanticipated issues that could negatively
impact the value of the PRIT Fund. Consistent, diligent, monitoring
reduces the risk that an under-performing manager would continue to
be retained for an extended period or that an add-on investment would
be made in an under-performing partnership. In addition, PRIM staff
visit a selection of underlying hedge fund investments and meeting
with management to discuss the hedge fund’s strategy, pefromance,
operational structure and other matters. PRIM Staff and Investment
Managers conduct ongoing portfolio reviews, but at least annually,
usually at PRIM’s office, to discuss performance.

Procurement
Risk

By outsourcing its portfolio
management function, the Board
takes on procurement risk. This
is the risk associated with any
given procurement decision;
such risks range  from
accusations of favoritism or
unfairness in the process, to the
legal implications of accusations
of violation of fiduciary duty.
The consequences would range
from a loss of the Board’s
credibility to threatened or actual
legal sanctions against the Board
or its members. There is also a
risk that that the PRIM Board
does not select an investment
manager that performs up to

1. PRIM procurement
risk controls

2. Annual Audit of RFP
Process (SAS 70)

1. Ongoing

1. PRIM’s controls for selecting absolute return managers are similar to
those controls used to select all investment advisors. Refer to General
Investments/Public Markets Risk Analysis section for descriptions
of procurement risk controls.

2. See General Investments/Public Markets Risk Analysis section for
description of audit process.
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Risk Category | Risk Description Control (s) Occurrence Control Description
Procurement | expectations and exposes the
Risk, cont. fund to substantial loss. Also see
“Manager Risk” section.
Operational There is arisk of loss due tothe | 1. Onsite due diligence | 1. Annual 1. PRIM Staff visit the Hedge Fund of Funds manager on an annual
Risk hedge fund of funds managers visits basis and perform onsite due diligence. A combination of PRIM’s
and underlying hedge fund CIO, COO, investment staff and finance staff members participate in
managers not maintaining these due diligence trips and ensure that appropriate discussion of the
appropriate books and records, manager’s operations is incorporated into the visits.
and other appropriate internal
controls and systems. 2. Underlying Manager | 2. Annual 2. PRIM Staff visit a selection of underlying hedge fund managers and
visits finance staff join the investment staff on these visits.
3. Annual audits 3. Annual 3. PRIM’s Fund of Funds accounts are audited on an annual basis.
PRIM staff reconciles audited financial statement information to the
PRIM’s books and records and discuss any differences with the Fund
of Fund managers.
4. Monthly Financial 4. Monthly | 4. Each month, PRIM finance staff review estimated and final NAV and
Reporting Procedures return information provided by the Fund of Funds managers.
Reporting procedures exist to ensure the custodian is provided
accurate and timely NAV information and management fees are
accrued as appropriate. Management fees are not paid until reviewed
and approved by the Senior Financial Analyst and the CFO.
5. Monthly Manager 5. Monthly | 5. The Fund of Funds managers provide organizational and operational
reports information to PRIM and its external consultant on a monthly basis.
Any issues noted in these reports are discussed as part of the ongoing
manager review process.
Interest Rate | There is a risk of loss due to 1. Investment Policy 1. Ongoing | 1. See above description of Investment Policy regarding diversification
Risk movements in interest rates that regarding of strategies.
may impact underlying hedge diversification of
fund managers’ strategies underlying strategies
2. Ongoing manager 2. Ongoing | 2. The ongoing manager review process ensures appropriate discussion
review of underlying managers’ strategies to mitigate unnecessary interest
rate risk.
Credit Risk There is a risk of loss due to 1. Investment Policy 1. Ongoing | 1. See above description of Investment Policy regarding diversification

movements in the credit market
that may impact underlying
hedge fund managers’ strategies

regarding
diversification of
underlying strategies

of strategies.
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Risk Category | Risk Description Control (s) Occurrence Control Description
Credit Risk, 2. Ongoing manager 2. Ongoing | 2. The ongoing manager review process ensures appropriate discussion
cont. review of underlying managers’ strategies to mitigate unnecessary credit risk
exposure.
Liquidity There is arisk of loss due tothe | 1. Investment Policy 1. Ongoing | 1. See above description of Investment Policy regarding diversification
Risk inability to liquidate underlying regarding of strategies.
positions in a timely and diversification of
efficient manner. In addition, the underlying strategies
portfolio is subject to lock-up 2. Ongoing manager 2. Ongoing | 2. The ongoing manager review process ensures appropriate discussion
provisions that hinder the ability review of underlying managers’ strategies to mitigate unnecessary liquidity
to withdraw capital from the risk exposure.
portfolio. 3. Fund of Funds 3. Ongoing | 3. PRIM’s Fund of Funds absolute return portfolio resulted in a
Structure specified lock-up period for capital contributions. This lock-up period
has ended and as a result, PRIM is subject to liquidity only as it
pertains to unwinding underlying hedge fund manager positions.
PRIM’s Fund of Funds structure ensures FOF managers are
examining and monitoring liquidity provisions at underlying
managers. Each month, PRIM’s absolute return consultant provides a
liquidity report summarizing the liquidity ranges of the PRIT Fund’s
positions in underlying hedge funds. Since PRIM does not send
additional monies to pay FOF fees, the FOF managers monitor
liquidity to ensure their own fees get paid. In addition, the Fund of
Funds structure provides the necessary oversight of the portfolio’s
liquidity to address any PRIM liquidity requirements and the potential
need to withdraw capital from the portfolio.
4. Absolute Return 4. Ongoing | 4. The absolute return portfolio is open for segmentation to participating
Segment Liquidity systems that wish to get access to an absolute return strategy. To
Restrictions reduce the volatility of cash flows coming into and out of the
portfolio, PRIM limits investments and withdrawals to the first day in
the quarter only.
FX Risk There is a risk of loss to the | 1. Investment Policy 1. Ongoing | 1. See above description of Investment Policy regarding diversification
portfolio do to movements in regarding of strategies.
exchange rates related diversification of
underlying hedge fund portfolio underlying strategies
positions in foreign markets. 2. Ongoing manager 2. Ongoing | 2. The ongoing manager review process ensures appropriate discussion

review

of underlying managers’ strategies to mitigate unnecessary foreign
currency exposure. However, exposure to foreign investments is part
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FX Risk, of the investment strategy and managing the level of exposure is part

cont. of the ongoing review process with each manager.

Compliance There is a risk of loss due to 1. Ongoing manager 1. Ongoing | 1. See above description of ongoing manager review control. Any

Risk regulatory or investment review compliance related issues are discussed and reviewed as part of this
guideline violations on the part 2. Onsite visits 2. Annual process.
of Fund of Funds managers as 2. See above description of onsite visits control. Any compliance related
well as at underlying hedge fund | 3. Underlying Manager | 3. Annual issues are discussed and reviewed as part of this process.
managers. visits 3. See above description of underlying manager visits control. Any

compliance related issues are discussed and reviewed as part of this
process.

Legal Risk There is a risk of loss to the | 1. Pre-approved 1. Ongoing | 1. As part of the RFP process, PRIM provides standard contracts to
PRIT Fund due to the standard contracts potential advisors so as to ensure consistency of legal and contractual
inappropriate  structuring  of and investment language and to minimize legal risk associated with these contracts.
timber contracts, debt guidelines Standard investment guidelines are also provided to ensure
agreements, internal policies and consistency. PRIM works with Investment Advisors to ensure these
other legally enforceable guidelines are appropriate for the advisor’s investment mandate.
documents 2. Use of outside legal 2. Ongoing | 2. PRIM has dedicated outside legal counsel to assist in important legal

counsel matters, to review contracts, review changes to contracts and establish
the legal entity structure for investment. PRIM ensures that the use of
outside legal counsel is considered in their budget process.

Valuation There is a risk that underlying 1. Hedge Fund of Funds | 1. Ongoing | 1. Each Fund of Funds managers has outlined their valuation procedures

Risk securities and the portfolio are valuation review as part of its contract with PRIM. PRIM staff review these procedures
not valued appropriately procedures for appropriateness and provide feedback where necessary. Each

manager reviews the valuation and pricing of the underlying
managers.

2. Annual audits 2. Annual 2. The Fund of Funds and underlying hedge funds are subject to annual
audits. The Fund of Funds financial statements are reviewed by
PRIM and compared to PRIM’s accounting records to ensure
accuracy.

3. Monthly Consultant 3. Monthly | 3. Each month, PRIM’s external consultant prepares a report with

Report

detailed performance and operational analytics. The consultant
summarizes the percentage of the individual FOF’s portfolio that is
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Valuation priced by a third party administrator and the percentage of the
Risk, cont. portfolio that is priced by the underlying hedge fund managers. Staff
reviews this report and discusses any significant issues with the
consultant and FOF manager. This ensures that positions are being
independently valued where valuations are readily available.
Leverage There isarisk of lossdue to the | 1. Investment Policy 1. Ongoing | 1. See above description of Investment Policy regarding diversification
Risk use of leverage employed by regarding of strategies. This ensures that there is a diversified use of leverage by
underlying hedge fund managers diversification of underlying managers.
in their investment strategy. underlying strategies
Managers use short selling to 2. Ongoing manager 2. Ongoing | 2. The ongoing manager review process ensures appropriate discussion

leverage the size of the portfolio
and there is a risk that positions
move in unexpected directions
resulting in losses to the
portfolio.

review

3. Monthly Consultant
Report

of underlying managers’ strategies and their use of leverage in the
portfolio. The underlying FOF managers provide gross and net asset
values to highlight the level of leverage used by each underlying
manager.

3. PRIM’s external consultant reviews underlying hedge fund leverage
amounts as part of its monthly report to PRIM. Any issues regarding
leverage levels would be discussed with the external consultant as
part of the monthly review process.
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Risk Category

Risk Description

Control (s)

Occurrence

Control Description

Market Risk

This is the risk that one or more
of the commingled funds in
which the PRIM Board invests
turns out to behave significantly
different than expected due to
unforeseen market, economic, or
political factors.

1. Asset Allocation
Model

1. Ongoing

1.

PRIM invests in commingled funds where separate accounts are not
available or practical in executing the Board’s asset allocation model.
The underlying asset classes that the commingled funds represent are
subject to market risk. Currently PRIM has commingled funds in a
pooled cash fund, emerging equity and debt investments, ETI
investments and underlying hedge funds as part of its Absolute Return
program. Refer to the Risk Analysis sections for these asset classes
for the detailed controls used to manage the market risks associated
with these asset classes.

Manager Risk

There is a risk of poor
performance by one or all of the
investment advisors of
commingled funds.

1. Public Markets
Control Procedures

2. Commingled Hedge
Funds Diversification
of Managers

3. ETI approval process

1. Ongoing

2. Ongoing

3. Ongoing

The controls employed by PRIM to monitor manager risk associated
with commingled investments in public market securities including
emerging debt and equity products are the similar to controls for
monitoring manager risk for the public market securities asset class.
This includes standard procurement practices, due diligence visits,
portfolio reviews, performance monitoring and other control
procedures. Refer to the General Investments/Public Markets Risk
Analysis for a description of these control procedures.

There is significant diversification of underlying hedge funds that
further manages the risk of poor performance by one or several
commingled accounts with underlying hedge fund managers. Refer to
Absolute Return section for manager risk additional controls.

To minimize the risk of selecting a poor performing ETI commingled
fund manager, the PRIM Board is required to approve all ETI
investments. These investment opportunities are discussed at the
Investment Committee level and require their approval before
investments are submitted to the Board for their approval. This
ensures that only quality ETI investment funds are selected and the
investments are consistent with the attributes required for all ETI
investments. Since ETI investments may encompass all asset class,
the controls employed by PRIM to monitor manager risk as a whole
for each asset class are used to monitor manager risk for commingled
ETI investments. Refer to the Risk Analysis sections for each asset
class for more detailed controls.

Procurement
Risk

By outsourcing its portfolio
management function, the Board

1. PRIM procurement
risk controls

1. Ongoing

PRIM’s controls for selecting investment advisors with commingled
products are similar to those controls used to select all investment
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Procurement
Risk, cont.

takes on procurement risk. This
is the risk associated with any
given procurement decision;
such risks range  from
accusations of favoritism or
unfairness in the process, to the
legal implications of accusations
of violation of fiduciary duty.
The consequences would range
from a loss of the Board’s
credibility to threatened or actual
legal sanctions against the Board
or its members. There is also a
risk that that the PRIM Board
does not select an investment
manager that performs up to
expectations and exposes the
fund to substantial loss.

Managers who provide
commingled investments must
still go through an RFP process
and must be approved similar to
other investment advisors. There
is an exception for ETI
investments and Hedge Fund of
Funds managers are responsible
for selecting and investing in
underlying hedge fund
managers’ commingled
products.

ETI approval process

2. Ongoing

advisors. Refer to General Investments/Public Markets Risk
Analysis section for descriptions of procurement risk controls. There
is an exception for commingled ETI investments.

The approval process for ETI investments is different from PRIM’s
standard procurement processes. PRIM staff research ETI
opportunities and meet with prospective ETI investment managers.
The Investment Committee and Board must approve ETI investments.
However, the role of PRIM’s external consultants in selecting ETI
investments is different. The consultant may not be involved in
reviewing proposed investments, and as such, may not provide an
opinion as to their appropriateness.

Operational
Risk

Operational risk associated with
commingled funds is that the
processes used to manage a
commingled account are not
appropriate to provide accurate
and timely information. There

Annual External
Audits

The commingled funds are typically subject to an annual external
audit. These audits provide an opinion on the accuracy of the
financials statements. PRIM staff receives these reports and reviews
them for clean audit opinions and reconciles values to PRIM’s
accounting records.
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Operational are unique operational risks 2. Prospectus Ongoing PRIM receives prospectus and quarterly reports for their commingled
Risk, cont. since PRIM”s custodian does not Information investments (except underlying hedge funds) and reviews this
take custody of underlying information for relevant investment and operational items of
investments and does not importance.
independently price the
portfolio. There isarisk of loss | 3. PRIM Operational Ongoing PRIM employs several controls to monitor operational risk with its
due to the managers not Control Procedures investment advisors. Detailed control procedures are provided in the
maintaining appropriate books relevant asset class Risk Analysis sections of this document.
and records, appropriate internal
controls, appropriate systems
and other appropriate
organizational and operational
processes and procedures.

Interest Rate | There is a risk of loss in | 1. Investment Ongoing PRIM reviews expected interest rate risk exposure for emerging debt

Risk commingled fund investments Guidelines and ETI investments to ensure it is consistent with the interest rate
due to the market value impact risk investment guidelines for separate account investments with
of changes in interest rates. similar mandates.

PRIM has commingled emerging | 2. Commingled Hedge Ongoing There is significant diversification of underlying hedge funds that

debt, ETI, and underlying hedge Funds Diversification ensures appropriate diversification of interest rate risk for

fund investments that are subject of Managers commingled hedge fund accounts. Refer to Absolute Return section

to interest rate risk. for additional controls on managing interest rate risk in the absolute
return portfolio.

Credit Risk There is a risk of loss in the | 1. Investment Ongoing PRIM reviews expected credit risk exposure for emerging debt and
fixed income portfolio due to Guidelines ETI investments to ensure it is consistent with the interest rate risk
changes in the credit risk profile investment guidelines for separate account investments with similar
of its portfolio as well as credit mandates.
defaults on fixed income | 2. Commingled Hedge Ongoing There is significant diversification of underlying hedge funds that
investments. . Funds Diversification ensures appropriate diversification of credit risk for commingled

of Managers hedge fund accounts. Refer to Absolute Return section for additional
controls on managing credit risk in the absolute return portfolio.

Liquidity There is a risk of loss to the 1. First Business Day Monthly Investment and Finance staff meet at the end of each month to discuss

Risk PRIT Fund if PRIM is unable to Procedures First Business Day of the month cash needs. Finance staff highlights

liquidate commingled
investments in a timely and
efficient manner. PRIM does not
have ownership of underlying
investment positions, which

the liquidity needs to either pay manager fees or to meet participant
funding requirements. This ensures proper sourcing of monies for
cash flow needs and requires investment staff to discuss with
managers any liquidity needs in advance of month end. PRIM can
typically withdraw money from its emerging debt and equity-
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Liquidity restrict its ability to manage commingled accounts with sufficient notice to its managers prior to

Risk, cont. liquidity requirements. the first business day of the month and PRIM staff review the
Commingled investment’s prospectus to ensure there are no
significant liquidity restrictions.  Liquidity risk for hedge fund
commingled funds is discussed in the Absolute Return Risk
Analysis section of this document

FX Risk There is a risk of loss to the 1. PRIM Public Markets | 1. Ongoing Controls over foreign currency exposure in emerging equity,
portfolio do to movements in and Absolute Return emerging debt, and commingled hedge fund investments are reviewed
exchange rates in the PRIT FX Risk controls in the Risk Analysis section for these asset classes.

Fund’s emerging debt and
emerging equity commingled
investments.

Compliance There is a risk of loss to the fund | 1. PRIM’s Compliance | 1. Ongoing PRIM’s monitoring of compliance risk for commingled funds is

Risk due to compliance, regulatory Risk procedures over consistent with the controls established for the applicable underlying
and contractual breaches by external managers asset class. Refer to other Compliance Risk sections in this document
investment managers. In for a summary of compliance risk controls and procedures. An
addition, law does not allow the exception is the monitoring of investments in restricted securities.
Fund to investment in certain Since PRIM does not take ownership of underlying investment
securities (e.g. tobacco related) positions in commingled funds, and there are other investors in a
that would subject to reputation commingled fund, PRIM cannot prevent advisors from investing in
and legal risk. restricted securities.

Legal Risk There is a risk of loss to the | 1. Commingled 1. Ongoing PRIM staff review all commingled investment contracts to ensure
PRIT Fund due to the Investment Contract they are consistent with the given investment mandate. In addition, all
inappropriate structuring of or review advisors are provided the standard IMA provided as part of the
restrictions in a commingled procurement process that outlines their advisory responsibilities to
investment contract. PRIM.

2. Use of outside legal 2. Ongoing PRIM has dedicated outside legal counsel to assist in important legal
counsel matters, to review contracts, review changes to contracts and establish
the legal entity structure for investment. PRIM ensures that the use of

outside legal counsel is considered in their budget process.

Valuation There is a risk of error due to 1. Annual Audits of the | 1. Annual The funds are subject to annual audits by independent auditors. PRIM

Risk incorrect valuations being Commingled Funds receives the annual financial statements as well as quarterly reports

provided by the external
managers. PRIM’s custodian
does not independently value
these investments.

PRIM staff members compare the financial statements against
PRIM’s accounting records.
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Risk Category | Risk Description Control (s) Occurrence Control Description
Market Risk There is a risk that the securities | 1. PRIM has a 1. Ongoing | 1. PRIM’s contract with its current securities lending agent, Goldman
lending program does not guaranteed Sachs, ensures that the PRIT fund receives an agreed upon minimum
produce beneficial economic performance contract economic benefit
results due to a lack of demand
for securities lending.
Procurement | By outsourcing its Securities 1. PRIM procurement 1. Ongoing | 1. PRIM’s controls for selecting a securities lending agent are similar to
Risk Lending function, the Board risk controls those controls used to select all investment advisors. Refer to General
takes on procurement risk. This Investments/Public Markets Risk Analysis section for descriptions
is the risk associated with any of procurement risk controls.
given procurement decision;
such risks range from
accusations of favoritism or
unfairness in the process, to the
legal implications of accusations
of violation of fiduciary duty.
The consequences would range
from a loss of the Board’s
credibility to threatened or actual
legal sanctions against the Board
or its members. There is also a
risk that that the PRIM Board
does not select a securities
lending agent that performs up to
expectations and exposes the
fund to substantial loss.
Operational There is a risk of loss to the 1. Tri-party securities 1. Ongoing | 1. PRIM has a tri-party securities lending agreement between PRIM, its
Risk PRIT fund due to operational lending agreement securities lending agent and its custodian. This agreement defines
errors in executing securities operational and reporting responsibilities and establishes the
lending transactions. This framework for interactions between the custodian and the lending
includes failure to return agent.
securities, as needed, 2. Annual Due 2. Annual 2. PRIM’s due diligence procedures includes a visit to its securities

inappropriate corporate action
recording for securities on loan
and operational issues due to
inadequate processes, controls

Diligence site visit

lending agent’s offices on an annual basis. PRIM assesses any
changes in the lending agent’s operational procedures and meets with
relevant members of management.

RISK MANAGEMENT DOCUMENT

51




RISK ANALYSIS: ASSET SPECIFIC RISKS, CONTINUED
SECURITIES LENDING

3/18/2009

Operational and systems employed by the

Risk, cont. lending agent.

Counterparty | This is the risk that the 1. Credit Reviews of 1. Annual The Securities Lending program is sent out for RFP to ensure highest

Risk counterparty to which PRIM Lender quality lenders are obtained. Currently, Goldman Sachs is the
lends securities will be unable to securities lending agent. The lender, acting as principals on their own
return them, and as a behalf, are large stable organizations, and are AA rated by a
consequence the PRIT Fund will nationally recognized statistical rating organization. As per PRIM’s
suffer economic loss contracts with the lenders, staff does annual credit reviews to insure

that the lender’s financial condition continues strong.

Legal Risk There is a risk of loss to the | 1. Tri-party securities 1. Ongoing PRIM’s tri-party agreement with its securities lending agent and
PRIT Fund due to the lending agreement custodian details the specific responsibilities and processes inherent in
inappropriate  structuring  of the securities lending product.
securities lending contracts 2. Use of outside legal 2. Ongoing PRIM has dedicated outside legal counsel to assist in important legal

counsel

matters, to review contracts, review changes to contracts and establish
the legal entity structure for investment. PRIM ensures that the use of
outside legal counsel is considered in their budget process.
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Control Area Control Area Description Control (s) Occurrence Control Description

Custodian PRIM uses a custodian bank | 1. Custodian 1. Ongoing 1. A key to obtaining quality reliable service from a custodian bank

Oversight to ensure that the assets of Procurement process begins with the hiring process. PRIM employs a structured due
the Fund are maintained diligence process when selecting its custodial bank, which includes
safely, securely, and with the the use of an independent external consultant. The process, is
appropriate legal protection. similar to that used to select external managers except that it is
Therefore, a key component conducted every five years.
of managing operational risk | 2. PRIT Custodial 2. Annual 2. PRIM’s Financial Analyst completes a monthly custodial review

by PRIM is the quality of the
custodial ~ system. The
custodial system needs to be
accurate and provide staff the
ability to access holdings,
pricing, and  transaction
information on a regular and
timely basis.

Review Program

program, which is reviewed by the Director of Finance. Some

procedures are performed quarterly, some monthly, and others semi-

annually. Taken as a whole, the review program includes the
following: A detailed review of the month-end Statements of Net

Assets, Operations and Changes in Net Assets. This includes

reconciling key balances, account groupings, and performing

analytical review “flux” analysis;

e Areview of pending and failed trades;

e Areview of all pending and failed foreign exchange contracts;

e Arreview all past due interest, dividends, and tax reclaims;

e A review of all terminated and cash portfolios (to ensure all
holdings have been assigned to a manager);

e Adiscussion of audits or other third party reviews conducted at
the custodian or our lending agent;

e Areview of all securities held at cost and priced at zero;

e A review of pricing and overall valuation for securities whose
price was provided by the same manager assigned to the
portfolio;

e A review of the custodian/manager monthly reconciliation
process; and,

e A review for PRIT securities not held in appropriate legal
custody.

e Areview of the custodial cash management processes.

This review program is completed monthly and documented with a high-

level summary memorandum.

PRIM’s DOF reviews the Monthly

Custodial Review Programs.
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Control Area

Control Area Description

Control (s)

Control Description

Custodian
Oversight, cont.

3. Custodian Monthly

Meeting

4. Annual Audit

Custodian/Manager
reconciliations

Client Advisory
Board

Occurrence

3. Monthly
4. Ongoing
5. Monthly
6. Ongoing

3.

Each month, PRIM staff meets with the Custodian team to discuss
any reporting issues, significant transactions, deliverable details and
any other service issues.

An independent auditor audits the financial statements of PRIT
annually. Because the custodial bank plays such a material role in
the operations of these funds, the auditors must obtain a certain level
of assurance that custodial operations are sufficient. The auditor
could obtain this level of assurance by physically reviewing and
testing the controls and procedures of the custodian’s operations or
by obtaining an independent report of an examination in accordance
with the Auditing Standards Board Statements on Auditing
Standards No. 70, “Reports on the Processing of Transactions by
Service Organizations” (SAS 70 report). Because of the expense
involved with physically reviewing and testing the controls and
procedures of the custodian’s operations, PRIM’s auditors opt to
obtain a SAS 70 report for the custodian that opines not only on the
design of the custodial system but also states that the policies and
procedures (noted in the system’s design) were tested, and were
operating effectively. PRIM’s auditors perform their own
independent price testing of investment securities. The auditors
review these valuations to prevent material misstatements in the
PRIT Fund financial statements. Any significant valuation
differences discovered by the external auditors are discussed with
PRIM and the custodian.

The external manager and custodian also assure the accuracy of the
holdings and transactions through a detailed monthly reconciliation
process. The items reconciled include securities held, number of
shares, pricing and the overall value of the managers account. The
reconciliation process helps to ensure the integrity and timeliness of
the data used by PRIM during the monitoring process. The manager
is contractually required to reconcile on a monthly basis and agree to
custodian within an agreed upon tolerance.

PRIM’s COO participates in the custodian’s client advisory board.
This board meets biannually to discuss client service, operational,
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Control Area Control Area Description Control (s) Occurrence Control Description
Custodian and other issues important to the custodian’s clients. This provides
Oversight, cont. additional oversight over the custodian’s operations and client
service requirements.
7. Due Diligence visits | 7.  Annual PRIM visits the custodian’s offices on a periodic basis to review its
and SAS 70 review operations. In addition, the custodian holds a formal conference to
discuss operational and business topics. PRIM finance staff members
attend this conference. PRIM also obtains the custodian’s SAS 70
report which provides
Board Corporate | Governance risk, in this | 1. Board Corporate 1. Ongoing The Board Corporate Governance program consists of several
Governance context, refers to the risk that Governance Policies charters and policies including the charter for the Board and
the PRIM Board, its staff, or and Procedures committees, executive director and Board surveys and evaluations,
agents will, either and Board education and communication policies. These policies
intentionally or and charters were developed by a third party corporate governance
unintentionally through their consultant and are maintained by the PRIM Board. These policies
management actions or lack and charters are updated every three years.
thereof, cause the assets of | 2. Board and 2. Ongoing
The Funds to under perform Committee Structure PRIM’s board and committee structure ensure there is appropriate
expectations. Agents include oversight of significant issues impacting the PRIT Fund. PRIM
external consultants, Staff, committee members, and board members must independently
investment managers, conclude on strategic and operational decisions impacting the PRIT
auditors, actuaries, and legal Fund. Search committees are formed to assist in the hiring of
counsel. external advisors and when necessary, internal staff members.
Characteristics  of  poor
governance may include
incompetence, poorly or
improperly  defined roles,
poor communications, failure
to meet fiduciary
responsibilities, lack  of
ethical standards, and
inconsistency.
Cash Another internal operational | 1. Cash projection 1. Monthly On a monthly basis, PRIM Board staff prepare projections of cash
Management risk involves cash Analysis needs by asset class (sleeve) for the upcoming month. These

management. Cash
management in this context

projections are used on the first of the following month to reallocate
and assign any available funds to sleeves and then to an investment
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Control Area Control Area Description Control (s) Occurrence Control Description
Cash means the movement of cash manager or managers within the sleeve (based on discussions with
Management, between accounts, or into and the CFO and investment staff). This process minimizes the amount
cont out of the portfolio either for of cash that is not assigned an external manager and avoid
participant redemptions, orto | 2. Periodic review of 2. Ongoing overdrafts.
fund external asset managers un-invested 2. In the case of un-invested currency the custodian monitors and
at the appropriate level. The currency PRIM staff periodically monitor currency holdings to ensure
risk is that unauthorized managers are sweeping funds into short-term investment vehicles on
movements of cash will be 3. Investment 3. Ongoing a timely basis.
made or that inappropriate Guidelines 3. Investment guidelines established with each public market
amounts of cash will be investment advisor outline the maximum cash balances each
distributed. In addition, there manager is allowed have in their portfolio. Investment staff monitor
is a risk that all available compliance against this rule and discuss exceptions with the
funds will not be assigned to investment advisory.
a manager on a timely basis 4. Cash Movement 4. Ongoing 4. Any movements of cash require two PRIM signatures and a call
or earnings on all available or Procedures back from the custodian to verify the cash movement before it is
“free” currencies are not sent.
being maximized due to lack
of repatriation or movement
into short-term investment
vehicles.
Participant There is a risk to the fund 1. Participant 1. Monthly 1. PRIM Board client services and finance staff perform monthly
Accounting that participant data is not Reconciliation reviews of participant record keeping and reporting prepared by the
Procedures accurate and participating Procedures custodian. These reviews include reconciliations of participant
systems suffer damages due accounting/reporting to the custodian’s  “core  reports”;
to these errors. reconciliations of contributions and redemptions reported to
participants to PRIM’s internal client services database; and,
reconciliation of participant performance calculations to portfolio
performance calculations. In addition, all participant accounts are
rolled forward to ensure earnings were posted completely and
accurately and that earnings were appropriately and equitably
allocated to each participant’s account.
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Control Area Control Area Description Control (s) Occurrence Control Description
Operational Poorly designed, outdated 1. Operational Policies | 1. Ongoing 1. PRIM Board staff created and currently maintains a policies and
Policies and and/or inaccurate operational and Procedures are procedures manual for the Board’s accounting and finance functions
Procedures policies and procedures may maintained and (PRIM’s Operational and Financial Reporting Policies and
result in a loss to the PRIT updated Procedures). The manual is periodically updated and reviewed by the
Fund. Director of Finance and Chief Financial Officer. The manual
includes information related to the Board’s organizational structure,
descriptions of staff responsibilities, and a clearly delineated chain of
command and reporting structure. The manual also includes
information related to PRIM’s general accounting policies;
communications with PRIM participating systems; legal and
statutory reporting; and Operating Trust Agreement, as well as a
detailed description of finance staff accounting procedures.
Fees and There is a risk of loss to the 1. Management Fee 1. Monthly 1. Management Fees are paid to PRIM Board investment managers and
Expenses Review | PRIT fund due to inaccurate Expense Review outside consultants pursuant to written contracts. An analyst and an
Process recording and payment of and Analysis investment officer prior to payment review all fees for compliance
fees and expenses to external with the respective contract. In addition a management fee log is
investment managers, maintained and consulted, prior to payment to ensure duplicate
consultants, and other payments are not made.
respective parties.
The PRIM Board payroll is prepared bi-weekly by an external
payroll service and reviewed and recalculated by the Board’s Staff
Accountant with respect to a schedule of salaries approved by the
PRIM Board.
All PRIM Board operating expenses (management fees, consulting,
payroll etc.) are reviewed by the Board’s CFO prior to the release of
payment. Payments can be made via wire directly from a PRIT fund
trust account (with two authorized signatures) or by check (with two
authorized signers for payments in excess of $20,000). In all cases
authorized signers on the accounts have no direct record keeping
duties.
Proxy Voting The fund is exposed to 1. Proxy Voting Policy | 1. Ongoing 1. The Board maintains a detailed Proxy Voting Policy and reviews it
Policies and security and reputation risk periodically to ensure it contains appropriate guidance for staff in
Class Action due to improper and incorrect determining how votes will be cast on a variety of matters and the
Claims voting of its proxies. In underlying rationale for such determination.
addition, the fund is subject 2. Third Party Proxy 2. Ongoing 2. The PRIM Board’s Proxy Voting policy allows PRIM to vote their
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Control Area Control Area Description Control (s) Occurrence Control Description
Proxy Voting to loss due to a lack of or Voting Consultant own proxies for domestic and international securities. However, the
Policies and inappropriate involvement in Board uses an external consultant to assist in evaluating shareholder
Class Action securities class action claims. proposals, communicating its vote to the corporation and keeping
Claims, cont. account records of these votes. The Board issues an RFP and staff
performs their standard RFP procedures in selecting and hiring a
reputable Proxy Voting provider.
3. Securities Litigation | 3. Ongoing The Board maintains a Securities Litigation Policy. The purpose of

Policy

this policy is to outline the general processes in place to ensure that
damages from class action settlements and/or securities litigation are
recovered. The Fund’s custodian is responsible for managing class
action claims information and the collection of settlements.
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Control Area Control Area Description Control (s) Occurrence Control Description

Hiring and The PRIM Board is subject 1. Hiring and Retention | 1. Ongoing 1. PRIM’s hiring practices help ensure a competent staff. These

Retention to business and operational Procedures practices include interviews by senior staff, the Executive Director
risk due to poor hiring and and the Board Chairman; reference checks; and interviews with (or
retention policies. sometimes consultations with) PRIM Board members. PRIM
Inadequate staffing may lead conducts effective annual staff evaluations, has an incentive
to losses in the PRIT Fund. compensation plan, and, provides an attractive work environment.
The PRIM Board is also PRIM promotes industry training for its staff and provides financial
subject to inefficiencies by support for educational and professional certification programs.
not being able to retain
performing staff members
while being exposed to
additional costs for recruiting
replacements.

Board Corporate | Governance risk, in this | 1. Board Governance 1. Ongoing 1. See above for Board Governance Procedures.

Governance context, refers to the risk that Procedures
the PRIM Board, its staff, or | 2. Statement of 2. Ongoing 2. The foundation of good governance at PRIM is the understanding
agents will, either Fiduciary and acknowledgement of fiduciary responsibilities by the Board, its
intentionally or Responsibility staff and agents. The PRIM Board’s Investment Policy Statement
unintentionally through their clearly states its fiduciary responsibility. The Board members
management actions or lack responsibilities are also set forth in PRIM’s enabling legislation
thereof, cause the assets of Massachusetts General Laws, Chapter 32, Section 23 (3). These
The Funds to under perform fiduciary standards of conduct also apply to the PRIM Board’s staff,
expectations. Agents include investment managers, custodian, investment consultants, and others
external consultants, who exercise discretionary authority or discretionary control over
investment managers, the management or disposition of PRIT Fund assets. (See M.G.L ch.
auditors, actuaries, and legal 32, sec 1.)Staff’s fiduciary responsibilities are defined through
counsel. written policies and guidelines approved by the Board. In the case

of agents to the system, their fiduciary responsibilities are normally

Characteristics  of  poor defined and acknowledged in writing. This is usually accomplished
governance may include through contracts and written agreements between the system and
incompetence, poorly or | 3. Ethical Values 3. Ongoing its agents.
improperly  defined roles, 3. The PRIM Board, its staff, investment managers, custodians,

poor communications, failure
to meet fiduciary
responsibilities, lack  of

investment consultants, and others who exercise discretionary
authority or discretionary control over the management or
disposition of PRIT Fund assets are also subject to State ethics laws.
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Control Area

Control Area Description

Control (s)

Occurrence

Control Description

Board Corporate
Governance,
cont.

ethical standards, and
inconsistency.

4. Assignment of
Authority

4. Ongoing

PRIM staff are required to attend State Ethics Commission training
upon hiring and periodically thereafter. In addition, senior staff
must file an annual Statement of Financial Interest (SFI) with the
State Ethics Commission.

4. The duties and responsibilities of the PRIM Board, its
subcommittees, staff, investment managers, consultants and
custodian have been clearly defined in its Investment Policy
Statement and Governance Policies and Procedures. In addition, the
Board’s Operational and Financial Reporting Policies and
Procedures manual clearly defines PRIM’s internal control structure
as it relates to the PRIT fund’s internal operations and financial
reporting processes. PRIM has also executed “Incumbency
Certificates” with each manager and the custodian bank.
Incumbency certificates establish the authority of PRIM Staff, and
serve as notice to the external manager as to who at PRIM can give
instructions or direction on transactions.

Staff Training

The PRIM Board may suffer
operational losses and overall
inefficiencies due to
inadequate training and
professional development of
its staff members.

1. Board Member
Handbook and
Employee Manual

2. Staff Development

1. Ongoing

2. Ongoing

1. Another method to help ensure the competency of staff and the
Board is to provide an appropriate orientation and access to
continuing education for all Board members and staff. All new
PRIM Board members are provided with PRIM’s Board Member
Handbook and are given a new board member orientation program
by Senior PRIM staff. In addition, staff is provided with the Board
Member Handbook and an Employee Manual typically before the
employee’s first day. The Handbook and Manual are updated on a
regular basis

2. Staff members are encouraged to develop their skills and knowledge
through training, seminars, advanced degrees and other
certifications. The Employee Manual establishes the reimbursement
policy for these programs.

Segregation of
Duties

There is a risk of financial
loss due to misappropriation
of assets, fraud, or other
operational errors stemming
from inadequate segregation
of duties.

1. Clearly defined
organizational
structure

1. Ongoing

1. PRIM’s clearly defined organizational structure, reporting lines, and
job descriptions reduce the possibility of misdirection and/or
miscommunication in the management of PRIM.
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Insurance There is a risk of loss to the 1.  Annual Review of 1. Annual 1. PRIM Board maintains a Fiduciary Policy. This policy is designed
PRIM Board and eventually Insurance Policies to cover the personal liability of PRIM Board members, committee
to the PRIT Fund due to members and staff, related to breaches of fiduciary duty (wrongful
improper or inadequate acts) which include any negligent act, error, or omission in the
insurance coverage. administration of the PRIM Board and PRIT Fund. Other policies
include Commercial Crime, Commercial property, Employment
Practices, Workers Compensation, and Hired Auto. These policies
are reviewed on an annual basis to ensure the appropriate level of
coverage and related premium costs.
Annual Audit There is a risk of loss to the 1. External Audit 1. Annual 1. At least annually, the Board shall cause an independent Certified
Process PRIM Board due to incorrect Public Accounting firm to audit the Trust and operations of the
books and records. An Board. The Audit Committee meets with the external auditors to
inadequate audit process may discuss the scope and appropriateness of the audit plan. The Board
fail to appropriately provide is provided with the audit financial statements, a summary of the
independent audit comfort to audit process and required communications to be provided by the
the PRIM Board auditing firm to PRIM’s audit committee. Annually, PRIM’s
auditors meet privately with the Board’s Audit Committee.
Information There is a risk of loss and 1. Budgeted IT 1. Annual 1. PRIM provides an annual budget for IT expenditures to upgrade
Technology operational efficiency due to expenditures desktops, printers, network servers and other necessary IT
inadequate information resources.
technology infrastructure and | 2. IT Service Provider 2. Ongoing 2. PRIM outsources its IT network maintenance to an external service
resources provider. In addition, the IT company provides support for other
technology issues including desktop issues. PRIM may hire this IT
provider or another IT company to provide additional technology
services.
Disaster There is arisk of loss and 1. Custodial 1. Ongoing 1. The risk associated with the loss of data may be limited because the
Recovery operational efficiency to the Relationship “official” holdings and books of record of PRIT are maintained off-
Fund resulting from a site at the custodian bank. PRIM reviews the custodian’s disaster
disaster impacting the recovery procedures as part of its due diligence and SAS 70 review
functioning of systems and process.
business activity. 2. External Manager 2. Annual 2. PRIM Staff review the external manager’s disaster recover policies
Due Diligence and procedures as part of its annual due diligence process.
3. In addition, PRIM has taken steps to minimize the risks of failed
3. Offsite Storage 3. Daily internal operating systems. Regular back-ups of important internal

data are performed every day and data tapes are stored off site. In
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RISK ANALYSIS:

PRIM BOARD ENTERPRISE RISKS, CONTINUED

3/18/2009

Control Area Control Area Description Control (s) Occurrence Control Description

Disaster addition, a dedicated line to the custodial bank has been installed to

Recovery, cont. help ensure that PRIT information is available.

PRIM Budget The PRIM Board and PRIT 1. Budget preparation 1. Annual PRIM Staff prepare an annual budget with input and comments

procedures Fund are subject to errors procedures from both investment staff and finance staff. The Administration
and losses due to inadequate Committee and Board approve the budget before it is finalized.
budget preparation and 2. Budget review 2. Monthly PRIM’s staff accountant prepares a detailed monthly budget

budget review procedures.

procedures

analysis that provides substantiation for PRIM general ledger (GL)
account balances (which includes manager fees as well as
operational expenses), reconciliation between PRIM’s GL and
custodian financial statements, and a YTD comparison of budget-to-
actual costs for all budget line items. These work papers are
reviewed by the Financial Analyst and by the Director of Finance,
who provides a variance analysis to the Chief Financial Officer.
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Appendix I: Proxy Voting Policy

Adopted 4/1/05
Domestic Policy 6/9/05
Global Policy 8/4/05

Under the contractual arrangements between the Pension Reserves Investment
Management Board (the “Board”) and its domestic separate account investment
managers, the responsibility for voting proxies on the corporate shares owned is
retained by the Board. Further, the Board may retain a consultant to assist
staff in evaluating shareholder proposals, communicating its vote to the
corporation, and keeping account records of these votes.

Under the contractual arrangements between the Board and its international
investment managers, the responsibility for voting proxies on the corporate
shares owned is delegated to the international investment manager. The
manager’s policies and proxy votes are reviewed and regularly monitored by the
Board.

[4/1/05 PRIM Board voted that the Staff work with its international managers
and ISS to develop a process, to be implemented by January 1, 2006, whereby
under contractual agreements between the Board and its international separate
account investment managers, the responsibility for voting proxies be retained
by the Board.]

The purpose of this policy is to outline the general principles applied by the
Board in voting proxies. The Board recognizes that in applying these general
rules exception will apply. The Executive Director and staff will vote in
accordance with their best judgment in each circumstance.

The PRIM Board should periodically review the PRIM Board Proxy Voting Policy
to ensure that it contains appropriate guidance for staff in determining how
votes will be cast on a variety of matters and the underlying rationale for such
determination.

The main goal in voting any proxy question is to enhance the value of the
security. PRIM staff will not vote the proxies in a manner that would reduce the
value of shares owned by PRIT.



THE FOLLOWING PRINCIPLES SHALL GUIDE THE BOARD AND STAFF IN
VOTING PROXIES:

Domestic Proxy Voting Guidelines

1. Operational Items

Adjourn Meeting
Generally vote AGAINST proposals to provide management with the authority to adjourn an
annual or special meeting absent compelling reasons to support the proposal.
Vote FOR proposals that relate specifically to soliciting votes for a merger or transaction if
supporting that merger or transaction. Vote AGAINST proposals if the wording is too vague or if
the proposal includes "other business."

Amend Quorum Requirements
Vote AGAINST proposals to reduce quorum requirements for shareholder meetings below a
majority of the shares outstanding unless there are compelling reasons to support the proposal.

Amend Minor Bylaws
Vote FOR bylaw or charter changes that are of a housekeeping nature (updates or corrections).

Change Company Name
Vote FOR proposals to change the corporate name.

Change Date, Time, or Location of Annual Meeting
Vote FOR management proposals to change the date/time/location of the annual meeting unless
the proposed change is unreasonable.
Vote AGAINST shareholder proposals to change the date/time/location of the annual meeting
unless the current scheduling or location is unreasonable.

Ratifying Auditors
Vote FOR proposals to ratify auditors, unless any of the following apply:
e An auditor has a financial interest in or association with the company, and is therefore not
independent,
e There is reason to believe that the independent auditor has rendered an opinion which is
neither accurate nor indicative of the company’s financial position, or
e Fees for non-audit services (“Other” fees) are excessive.

Non-audit fees are excessive if:

Non-audit (“other”) fees >audit fees + audit-related fees + tax compliance/preparation fees



Tax compliance and preparation include the preparation of original and amended tax returns,
refund claims and tax payment planning. All other services in the tax category, such as tax advice,
planning or consulting should be added to “Other” fees. If the breakout of tax fees cannot be
determined, add all tax fees to “Other” fees.

Vote CASE-BY-CASE on shareholder proposals asking companies to prohibit or limit their
auditors from engaging in non-audit services.

Vote CASE-BY-CASE on shareholder proposals asking for audit firm rotation, taking into account
the tenure of the audit firm, the length of rotation specified in the proposal, any significant audit-
related issues at the company, the number of Audit Committee meetings held each year, the
number of financial experts serving on the committee, and whether the company has a periodic
renewal process where the auditor is evaluated for both audit quality and competitive price.

Transact Other Business
Vote AGAINST proposals to approve other business when it appears as voting item.



2. Board of Directors:

Voting on Director Nominees in Uncontested Elections

Vote CASE-BY-CASE on director nominees, examining, but not limited to, the following factors:

Composition of the board and key board committees;

Attendance at board and committee meetings;

Corporate governance provisions and takeover activity;

Disclosures under Section 404 of Sarbanes-Oxley Act;

Long-term company performance relative to a market and peer index;
Extent of the director’s investment in the company;

Existence of related party transactions;

Whether the chairman is also serving as CEO;

Whether a retired CEO sits on the board;

Number of outside boards at which a director serves.

WITHHOLD from individual directors who:

Attend less than 75 percent of the board and committee meetings without a valid excuse
(such as illness, service to the nation, work on behalf of the company);

Sit on more than six public company boards;

Are CEOs of public companies who sit on the boards of more than two public companies
besides their own-- withhold only at their outside boards.

WITHHOLD from the entire board of directors, (excepting new nominees, who should be
considered on a CASE-BY-CASE basis) if:

The company’s poison pill has a dead-hand or modified dead-hand feature. Withhold
every year until this feature is removed;

The board adopts or renews a poison pill without shareholder approval since the
beginning of 2005, does not commit to putting it to shareholder vote within 12 months of
adoption or reneges on a commitment to put the pill to a vote and has not yet been
withheld from for this issue;

The board failed to act on a shareholder proposal that received approval by a majority of
the shares outstanding the previous year;

The board failed to act on a shareholder proposal that received approval of the majority
of shares cast for the previous two consecutive years;

The board failed to act on takeover offers where the majority of the shareholders
tendered their shares;

At the previous board election, any director received more than 50 percent withhold votes
of the shares cast and the company has failed to address the issue(s) that caused the
high withhold rate;

A Russell 3000 company underperformed its industry group (GICS group). The test will
consist of the bottom performers within each industry group (GICS) based on a weighted
average TSR. The weightings are as follows: 20 percent weight on l-year TSR; 30
percent weight on 3-year TSR; and 50 percent weight on 5-year TSR. Company’s
response to performance issues will be considered before withholding.

WITHHOLD from Inside Directors and Affiliated Outside Directors (per the Classification of
Directors below) when:

The inside or affiliated outside director serves on any of the three key committees: audit,
compensation, or nominating;

The company lacks an audit, compensation, or nominating committee so that the full
board functions as that committee;

The full board is less than majority independent.



WITHHOLD from the members of the Audit Committee if:
e The non -audit fees paid to the auditor are excessive (see discussion under Ratifying
Auditors);
¢ A material weakness identified in the Section 404 Sarbanes-Oxley Act disclosures rises
to a level of serious concern; there are chronic internal control issues and an absence of
established effective control mechanisms.

WITHHOLD from the members of the Compensation Committee if:

e There is a negative correlation between chief executive pay and company performance
(see discussion under Equity Compensation Plans);
The company fails to submit one-time transfers of stock options to a shareholder vote;
The company fails to fulfill the terms of a burn rate commitment they made to
shareholders;

e The company has poor compensation practices, which include, but are not limited to:
- Egregious employment contracts including excessive severance provisions;
- Excessive perks that dominate compensation;
- Huge bonus payouts without justifiable performance linkage;
- Performance metrics that are changed during the performance period;
- Egregious SERP (Supplemental Executive Retirement Plans) payouts;
- New CEO with overly generous new hire package;
- Internal pay disparity;
- Other excessive compensation payouts or poor pay practices at the company.

WITHHOLD from directors, individually or the entire board, for egregious actions or failure to
replace management as appropriate.



2006 Classification of Directors

Inside Director (I)

e Employee of the company or one of its affiliates; *

¢ Non-employee officer of the company if among the five most highly paid individuals (excluding
interim CEO);

o Listed as a Section 16 officer; ?

e Current interim CEO;

o Beneficial owner of more than 50 percent of the company's voting power (this may be
aggregated if voting power is distributed among more than one member of a defined group).

Affiliated Outside Director (AO)

e Board attestation that an outside director is not independent;

e Former CEO of the company;

e Former CEO of an acquired company within the past five years;

e Former interim CEO if the service was longer than 18 months. If the service was between twelve
and egghteen months an assessment of the interim CEO’s employment agreement will be
made;

e Former executive of the company, an affiliate or an acquired firm within the past five years;

e Executive of a former parent or predecessor firm at the time the company was sold or split off
from the parent/predecessor within the past five years;

o Executive, former executive, general or limited partner of a joint venture or partnership with the
company;

e Relative * of a current employee of company or its affiliates;

e Relative * of former executive, including CEO, of company or its affiliate within the last five
years;

e Currently provides (or a relative provides) professional services directly to the company, to an
affiliate of the company or an individual officer of the company or one of its affiliates;

e Employed by (or a relative is employed by) a significant customer or supplier; °

e Has (or a relative has) any transactional relationship with the company or its affiliates excluding
investments in the company through a private placement; °

e Any material financial tie or other related party transactional relationship to the company;

e Party to a voting agreement to vote in line with management on proposals being brought to
shareholder vote;

e Has (or a relative has) an interlocking relationship as defined by the SEC involving members of
the board of directors or its Compensation and Stock Option Committee; ®

e Founder ' of the company but not currently an employee;

e |s (or a relative is) a trustee, director or employee of a charitable or non-profit organization that
receives grants or endowments® from the company or its affiliates. *

Independent Outside Director (10)
e No material ® connection to the company other than a board seat.

Footnotes:

Leaffiliate” includes a subsidiary, sibling company, or parent company. ISS uses 50 percent control ownership by the
Egrent company as the standard for applying its affiliate designation.

Executives” (officers subject to Section 16 of the Securities and Exchange Act of 1934) include the chief executive,
operating, financial, legal, technology, and accounting officers of a company (including the president, treasurer,
secretary, controller, or any vice president in charge of a principal business unit, division or policy function).

3 1SS will look at the terms of the interim CEO’s employment contract to determine if it contains severance
pay, long-term health and pension benefits or other such standard provisions typically contained in




contracts of permanent, non-temporary CEOs. ISS will also consider if a formal search process was
underway for a full-time CEO at the time.

* “Relative” follows the NYSE definition of “immediate family members” which covers: spouses, parents, children,
siblings, in-laws, and anyone sharing the director’s home.

®If the company makes or receives annual payments exceeding the greater of $200,000 or five percent of the
recipient’s gross revenues. (The recipient is the party receiving the financial proceeds from the transaction).

® Interlocks include: (a) executive officers serving as directors on each other's compensation or similar committees
(or, in the absence of such a committee, on the board) or (b) executive officers sitting on each other’s boards and at
least one serves on the other’s compensation or similar committees (or, in the absence of such a committee, on the
board).

"The operating involvement of the Founder with the company will be considered. Little to no operating
involvement may cause ISS to deem the Founder as an independent outsider.

® For purposes of ISS' director independence classification, “material” will be defined as a standard of relationship
(financial, personal or otherwise) that a reasonable person might conclude could potentially influence one’s
objectivity in the boardroom in a manner that would have a meaningful impact on an individual's ability to satisfy
requisite fiduciary standards on behalf of shareholders.

Age Limits
Vote AGAINST shareholder or management proposals to limit the tenure of outside directors
through mandatory retirement ages.

Board Size
Vote FOR proposals seeking to fix the board size or designate a range for the board size.
Vote AGAINST proposals that give management the ability to alter the size of the board outside
of a specified range without shareholder approval.

Classification/Declassification of the Board
Vote AGAINST proposals to classify the board.
Vote FOR proposals to repeal classified boards and to elect all directors annually.

Cumulative Voting
Generally vote AGAINST proposals to eliminate cumulative voting. Vote CASE-BY-CASE if the
company has in place one of the three corporate governance structures that are listed below.

Vote CASE-BY-CASE on proposals to restore or permit cumulative voting.
If one of these three structures is present, vote AGAINST the proposal:

e the presence of a majority threshold voting standard,;

e a proxy access provision in the company’s bylaws or governance
documents; or



e a counterbalancing governance structure coupled with acceptable
relative performance.

The counterbalancing governance structure coupled with acceptable relative performance should

include all of the following:

Annually elected board;

Two-thirds of the board composed of independent directors;

Nominating committee composed solely of independent directors;

Confidential voting; however, there may be a provision for suspending confidential voting

during proxy contests;

e Ability of shareholders to call special meetings or act by written consent with 90 days’
notice;

e Absence of superior voting rights for one or more classes of stock;

e Board does not have the right to change the size of the board beyond a stated range that
has been approved by shareholders;

e The company has not under-performed its peers and index on a one-year and three-year
basis, unless there has been a change in the CEO position within the last three years;

e No director received WITHHOLD votes of 35% or more of the votes
cast in the previous election.

Director and Officer Indemnification and Liability
Protection

Vote CASE-BY-CASE on proposals on director and officer indemnification and liability protection
using Delaware law as the standard.

Vote AGAINST proposals to eliminate entirely directors’ and officers’ liability for monetary
damages for violating the duty of care.

Vote AGAINST indemnification proposals that would expand coverage beyond just legal
expenses to acts, such as negligence, that are more serious violations of fiduciary obligation than
mere carelessness.

Vote FOR only those proposals providing such expanded coverage in cases when a director’s or
officer’s legal defense was unsuccessful if both of the following apply:
e The director was found to have acted in good faith and in a manner that he reasonably
believed was in the best interests of the company; and
o If only the director’s legal expenses would be covered.

Establish/Amend Nominee Qualifications
Vote CASE-BY-CASE on proposals that establish or amend director qualifications. Votes should
be based on how reasonable the criteria are and to what degree they may preclude dissident
nominees from joining the board.

Vote AGAINST shareholder proposals requiring two candidates per board seat.



Filling Vacancies/Removal of Directors
Vote AGAINST proposals that provide that directors may be removed only for cause.

Vote FOR proposals to restore shareholders’ ability to remove directors with or without cause.

Vote AGAINST proposals that provide that only continuing directors may elect replacements to fill
board vacancies.

Vote FOR proposals that permit shareholders to elect directors to fill board vacancies.

Independent Chair (Separate Chair/CEQO)
Generally vote FOR shareholder proposals requiring the position of chair be filled by an
independent director unless there are compelling reasons to recommend against the proposal,
such as a counterbalancing governance structure. This should include all of the following:

e Designated lead director, elected by and from the independent board members with
clearly delineated and comprehensive duties. (The role may alternatively reside with a
presiding director, vice chairman, or rotating lead director; however the director must
serve a minimum of one year in order to qualify as a lead director.) At a minimum these
should include:

- Presides at all meetings of the board at which the chairman is not present, including
executive sessions of the independent directors,

- Serves as liaison between the chairman and the independent directors,

- Approves information sent to the board,

- Approves meeting agendas for the board,

- Approves meetings schedules to assure that there is sufficient time for discussion of
all agenda items,

- Has the authority to call meetings of the independent directors,

- If requested by major shareholders, ensures that he is available for consultation and
direct communication;

Two-thirds independent board;

All-independent key committees;

Established governance guidelines;

The company does not under-perform its peers.

Majority of Independent Directors/Establishment of

Committees
Vote FOR shareholder proposals asking that a majority or more of directors be independent
unless the board composition already meets the proposed threshold by ISS’s definition of
independence.

Vote FOR shareholder proposals asking that board audit, compensation, and/or nominating
committees be composed exclusively of independent directors if they currently do not meet that
standard.

Majority Vote Shareholder Proposals
Generally vote FOR reasonably crafted shareholders proposals calling for directors to be elected
with an affirmative majority of votes cast and/or the elimination of the plurality standard for
electing directors (including binding resolutions requesting that the board amend the company’s
bylaws), provided the proposal includes a carve-out for a plurality voting standard when there are
more director nominees than board seats (e.g. contested elections).



Consider voting AGAINST the shareholder proposal if the company has adopted formal corporate
governance principles that present a meaningful alternative to the majority voting standard and
provide an adequate response to both new nominees as well as incumbent nominees who fail to
receive a majority of votes cast.

Policies should address the specific circumstances at each company. At a minimum, a company’s
policy should articulate the following elements to adequately address each director nominee who
fails to receive an affirmative of majority of votes cast in an election:

e Established guidelines disclosed annually in the proxy statement concerning the process
to follow for nominees who receive majority withhold votes;

e The policy needs to outline a clear and reasonable timetable for all decision-making
regarding the nominee’s status;

e The policy needs to specify that the process of determining the nominee’s status will be
managed by independent directors and must exclude the nominee in question;

e An outline of a range of remedies that can be considered concerning the
nominee needs to be in the policy (for example, acceptance of the resignation,
maintaining the director but curing the underlying causes of the withheld
votes, etc.);

o The final decision on the nominee’s status should be promptly disclosed via
an SEC filing. The policy needs to include the timeframe in which the
decision will be disclosed and a full explanation of how the decision was
reached.

In addition, the company should articulate to shareholders why this alternative to a full majority
threshold voting standard is the best structure at this time for demonstrating accountability to
shareholders. Also evaluate the company’s history of accountability to shareholders in its
governance structure and in its actions. In particular, a classified board structure or a history of
ignoring majority supported shareholder proposals will be considered at a company which
receives a shareholder proposal requesting the elimination of plurality voting in favor of majority
threshold for electing directors.

Office of the Board
Generally vote FOR shareholders proposals requesting that the board establish an Office of the
Board of Directors in order to facilitate direct communications between shareholders and non-
management directors, unless the company has all of the following:
e Established a communication structure that goes beyond the exchange requirements to
facilitate the exchange of information between shareholders and members of the board;
o Effectively disclosed information with respect to this structure to its shareholders;
e Company has not ignored majority supported shareholder proposals or a majority
WITHHOLD on a director nominee; and
e The company has an independent chairman or a lead/presiding director, according to
ISS’ definition. This individual must be made available for periodic consultation and direct
communication with major shareholders.

Open Access
Generally vote FOR reasonably crafted shareholder proposals providing shareholders with the
ability to nominate director candidates to be included on management’s proxy card, provided the
proposal substantially mirrors the SEC’s proposed two-trigger formulation (see the proposed
“Security Holder Director Nominations” rule (http://www.sec.gov/rules/proposed/34-48626.htm) or
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ISS’ comment letter to the SEC dated 6/13/2003, available on ISS website under Governance
Center- ISS Position Papers).

Stock Ownership Requirements
Generally vote AGAINST shareholder proposals that mandate a minimum amount of stock that
directors must own in order to qualify as a director or to remain on the board. While stock
ownership on the part of directors is desired, the company should determine the appropriate
ownership requirement.

Vote CASE-BY-CASE on shareholder proposals asking that the company adopt a holding or
retention period for its executives (for holding stock after the vesting or exercise of equity awards),
taking into account any stock ownership requirements or holding period/retention ratio already in
place and the actual ownership level of executives.

Term Limits
Vote AGAINST shareholder or management proposals to limit the tenure of outside directors
through term limits. However, scrutinize boards where the average tenure of all directors exceeds
15 years for independence from management and for sufficient turnover to ensure that new
perspectives are being added to the board.

3. Proxy Contests

Voting for Director Nominees in Contested Elections

Vote CASE-BY-CASE on the election of directors in contested elections, considering the following
factors:

e Long-term financial performance of the target company relative to its industry;
Management'’s track record;
Background to the proxy contest;
Qualifications of director nominees (both slates);
Strategic plan of dissident slate and quality of critique against management;
Likelihood that the proposed goals and objectives can be achieved (both slates);
Stock ownership positions.

Reimbursing Proxy Solicitation Expenses
Vote CASE-BY-CASE on proposals to reimburse proxy solicitation expenses. When voting in
conjunction with support of a dissident slate, vote FOR the reimbursement of all appropriate proxy
solicitation expenses associated with the election.

Confidential Voting
Vote FOR shareholder proposals requesting that corporations adopt confidential voting, use
independent vote tabulators, and use independent inspectors of election, as long as the proposal
includes a provision for proxy contests as follows: In the case of a contested election,
management should be permitted to request that the dissident group honor its confidential voting
policy. If the dissidents agree, the policy remains in place. If the dissidents will not agree, the
confidential voting policy is waived.

Vote FOR management proposals to adopt confidential voting.
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4. Antitakeover Defenses and Voting Related Issues

Advance Notice Requirements for Shareholder

Proposals/Nominations
Votes on advance notice proposals are determined on a CASE-BY-CASE basis, giving support to
those proposals which allow shareholders to submit proposals as close to the meeting date as
reasonably possible and within the broadest window possible.

Amend Bylaws without Shareholder Consent
Vote AGAINST proposals giving the board exclusive authority to amend the bylaws.
Vote FOR proposals giving the board the ability to amend the bylaws in addition to shareholders.

Poison Pills
Vote FOR shareholder proposals requesting that the company submit its poison pill to a
shareholder vote or redeem it UNLESS the company has: (1) A shareholder approved poison pill
in place; or (2) The company has adopted a policy concerning the adoption of a pill in the future
specifying that the board will only adopt a shareholder rights plan if either:
e Shareholders have approved the adoption of the plan; or
e The board, in its exercise of its fiduciary responsibilities, determines that it is in the best
interest of shareholders under the circumstances to adopt a pill without the delay in
adoption that would result from seeking stockholder approval (i.e. the “fiduciary out”
provision). A poison pill adopted under this fiduciary out will be put to a shareholder
ratification vote within twelve months of adoption or expire. If the pill is not approved by a
majority of the votes cast on this issue, the plan will immediately terminate.

Vote FOR shareholder proposals calling for poison pills to be put to a vote within a time period of
less than one year after adoption. If the company has no non-shareholder approved poison pill in
place and has adopted a policy with the provisions outlined above, vote AGAINST the proposal. If
these conditions are not met, vote FOR the proposal, but with the caveat that a vote within twelve
months would be considered sufficient.

Vote CASE-by-CASE on management proposals on poison pill ratification, focusing on the
features of the shareholder rights plan. Rights plans should contain the following attributes:
¢ No lower than a 20% trigger, flip-in or flip-over;
e A term of no more than three years;
e No dead-hand, slow-hand, no-hand or similar feature that limits the ability of a future
board to redeem the pill;
e Shareholder redemption feature (qualifying offer clause); if the board refuses to redeem
the pill 90 days after a qualifying offer is announced, ten percent of the shares may call a
special meeting or seek a written consent to vote on rescinding the pill.

Shareholder Ability to Act by Written Consent
Vote AGAINST proposals to restrict or prohibit shareholder ability to take action by written
consent.
Vote FOR proposals to allow or make easier shareholder action by written consent.
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Shareholder Ability to Call Special Meetings
Vote AGAINST proposals to restrict or prohibit shareholder ability to call special meetings.
Vote FOR proposals that remove restrictions on the right of shareholders to act independently of
management.

Supermajority Vote Requirements
Vote AGAINST proposals to require a supermajority shareholder vote.
Vote FOR proposals to lower supermajority vote requirements.
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5. Mergers and Corporate Restructurings

Overall Approach

For mergers and acquisitions, review and evaluate the merits and drawbacks of the proposed
transaction, balancing various and sometimes countervailing factors including:

Valuation - Is the value to be received by the target shareholders (or paid by the acquirer)
reasonable? While the fairness opinion may provide an initial starting point for assessing
valuation reasonableness, emphasis is placed on the offer premium, market reaction and
strategic rationale.

Market reaction - How has the market responded to the proposed deal? A negative
market reaction should cause closer scrutiny of a deal.

Strategic rationale - Does the deal make sense strategically? From where is the value
derived? Cost and revenue synergies should not be overly aggressive or optimistic, but
reasonably achievable. Management should also have a favorable track record of
successful integration of historical acquisitions.

Negotiations and process - Were the terms of the transaction negotiated at arm's-length?
Was the process fair and equitable? A fair process helps to ensure the best price for
shareholders. Significant negotiation "wins" can also signify the deal makers' competency.
The comprehensiveness of the sales process (e.g., full auction, partial auction, no
auction) can also affect shareholder value.

Conflicts of interest - Are insiders benefiting from the transaction disproportionately and
inappropriately as compared to non-insider shareholders? As the result of potential
conflicts, the directors and officers of the company may be more likely to vote to approve
a merger than if they did not hold these interests. Consider whether these interests may
have influenced these directors and officers to support or recommend the merger. The
CIC figure presented in the "ISS Transaction Summary" section of this report is an
aggregate figure that can in certain cases be a misleading indicator of the true value
transfer from shareholders to insiders. Where such figure appears to be excessive,
analyze the underlying assumptions to determine whether a potential conflict exists.

Governance - Will the combined company have a better or worse governance profile than
the current governance profiles of the respective parties to the transaction? If the
governance profile is to change for the worse, the burden is on the company to prove that
other issues (such as valuation) outweigh any deterioration in governance.

Appraisal Rights

Vote FOR proposals to restore, or provide shareholders with, rights of appraisal.

Asset Purchases

Vote CASE-BY-CASE on asset purchase proposals, considering the following factors:

Purchase price;

Fairness opinion;

Financial and strategic benefits;
How the deal was negotiated;
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e Conflicts of interest;
e Other alternatives for the business;
¢ Non-completion risk.

Asset Sales
Vote CASE-BY-CASE on asset sales, considering the following factors:
e Impact on the balance sheet/working capital;
Potential elimination of diseconomies;
Anticipated financial and operating benefits;
Anticipated use of funds;
Value received for the asset;
Fairness opinion;
How the deal was negotiated;
Conflicts of interest.

Bundled Proposals
Vote CASE-BY-CASE on bundled or “conditional” proxy proposals. In the case of items that are
conditioned upon each other, examine the benefits and costs of the packaged items. In instances
when the joint effect of the conditioned items is not in shareholders’ best interests, vote AGAINST
the proposals. If the combined effect is positive, support such proposals.

Conversion of Securities
Vote CASE-BY-CASE on proposals regarding conversion of securities. When evaluating these
proposals the investor should review the dilution to existing shareholders, the conversion price
relative to market value, financial issues, control issues, termination penalties, and conflicts of
interest.

Vote FOR the conversion if it is expected that the company will be subject to onerous penalties or
will be forced to file for bankruptcy if the transaction is not approved.

Corporate Reorganization/Debt

Restructuring/Prepackaged Bankruptcy Plans/Reverse
Leveraged Buyouts/Wrap Plans

Vote CASE-BY-CASE on proposals to increase common and/or preferred shares and to issue

shares as part of a debt restructuring plan, taking into consideration the following:

¢ Dilution to existing shareholders' position;

Terms of the offer;

Financial issues;

Management's efforts to pursue other alternatives;

Control issues;

Conflicts of interest.

Vote FOR the debt restructuring if it is expected that the company will file for bankruptcy if the
transaction is not approved.
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Formation of Holding Company
Vote CASE-BY-CASE on proposals regarding the formation of a holding company, taking into
consideration the following:
e The reasons for the change;
Any financial or tax benefits;
Regulatory benefits;
Increases in capital structure;
Changes to the articles of incorporation or bylaws of the company.
Absent compelling financial reasons to recommend the transaction, vote AGAINST the
formation of a holding company if the transaction would include either of the following:
e Increases in common or preferred stock in excess of the allowable maximum (see
discussion under “Capital Structure”);
e Adverse changes in shareholder rights.

Going Private Transactions (LBOs, Minority
Squeezeouts, and Going Dark)
Vote CASE-BY-CASE on going private transactions, taking into account the following: offer
price/premium, fairness opinion, how the deal was negotiated, conflicts of interest, other
alternatives/offers considered, and non-completion risk.

Vote CASE-BY-CASE on “going dark” transactions, determining whether the

transaction enhances shareholder value by taking into consideration:

e Whether the company has attained benefits from being publicly-traded
(examination of trading volume, liquidity, and market research of the stock);

e Cash-out value;

e Whether the interests of continuing and cashed-out shareholders are
balanced; and

e The market reaction to public announcement of transaction.

Joint Ventures
Vote CASE-BY-CASE on proposals to form joint ventures, taking into account the following:
Percentage of assets/business contributed;
Percentage ownership;
Financial and strategic benefits;
Governance structure;
Conflicts of interest;
Other alternatives;
Noncompletion risk.

Liquidations
Vote CASE-BY-CASE on liquidations, taking into account the following:
e Management's efforts to pursue other alternatives;
e Appraisal value of assets; and
e The compensation plan for executives managing the liquidation.

Vote FOR the liquidation if the company will file for bankruptcy if the proposal is not approved.
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Mergers and Acquisitions/ Issuance of Shares to
Facilitate Merger or Acquisition
Vote CASE-BY-CASE on mergers and acquisitions, determining whether the transaction
enhances shareholder value by giving consideration to items listed under “Mergers and Corporate
Restructurings: Overall Approach.”

Private Placements/Warrants/Convertible Debentures

Vote CASE-BY-CASE on proposals regarding private placements, taking into consideration:

e Dilution to existing shareholders' position;
Terms of the offer;
Financial issues;
Management's efforts to pursue other alternatives;
Control issues;
Conflicts of interest.

Vote FOR the private placement if it is expected that the company will file for bankruptcy if the
transaction is not approved.

Spinoffs

Vote CASE-BY-CASE on spin-offs, considering:

e Tax and regulatory advantages;
Planned use of the sale proceeds;
Valuation of spinoff;
Fairness opinion;
Benefits to the parent company;
Conflicts of interest;
Managerial incentives;
Corporate governance changes;
Changes in the capital structure.

Value Maximization Proposals

Vote CASE-BY-CASE on shareholder proposals seeking to maximize shareholder value by hiring
a financial advisor to explore strategic alternatives, selling the company or liquidating the
company and distributing the proceeds to shareholders. These proposals should be evaluated
based on the following factors:

e Prolonged poor performance with no turnaround in sight;
Signs of entrenched board and management;
Strategic plan in place for improving value;
Likelihood of receiving reasonable value in a sale or dissolution; and
Whether company is actively exploring its strategic options, including retaining a financial
advisor.
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6. State of Incorporation

Control Share Acquisition Provisions
Control share acquisition statutes function by denying shares their voting rights when they
contribute to ownership in excess of certain thresholds. Voting rights for those shares exceeding
ownership limits may only be restored by approval of either a majority or supermajority of
disinterested shares. Thus, control share acquisition statutes effectively require a hostile bidder to
put its offer to a shareholder vote or risk voting disenfranchisement if the bidder continues buying
up a large block of shares.

Vote FOR proposals to opt out of control share acquisition statutes unless doing so would enable
the completion of a takeover that would be detrimental to shareholders.

Vote AGAINST proposals to amend the charter to include control share acquisition provisions.

Vote FOR proposals to restore voting rights to the control shares.

Control Share Cash-out Provisions
Control share cash-out statutes give dissident shareholders the right to "cash-out" of their position
in a company at the expense of the shareholder who has taken a control position. In other words,
when an investor crosses a preset threshold level, remaining shareholders are given the right to
sell their shares to the acquirer, who must buy them at the highest acquiring price.

Vote FOR proposals to opt out of control share cash-out statutes.

Disgorgement Provisions
Disgorgement provisions require an acquirer or potential acquirer of more than a certain
percentage of a company's stock to disgorge, or pay back, to the company any profits realized
from the sale of that company's stock purchased 24 months before achieving control status. All
sales of company stock by the acquirer occurring within a certain period of time (between 18
months and 24 months) prior to the investor's gaining control status are subject to these
recapture-of-profits provisions.

Vote FOR proposals to opt out of state disgorgement provisions.

Fair Price Provisions
Vote CASE-BY-CASE on proposals to adopt fair price provisions (provisions that stipulate that an
acquirer must pay the same price to acquire all shares as it paid to acquire the control shares),
evaluating factors such as the vote required to approve the proposed acquisition, the vote
required to repeal the fair price provision, and the mechanism for determining the fair price.

Generally, vote AGAINST fair price provisions with shareholder vote requirements greater than a
majority of disinterested shares.
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Freeze-out Provisions
Vote FOR proposals to opt out of state freeze-out provisions. Freeze-out provisions force an
investor who surpasses a certain ownership threshold in a company to wait a specified period of
time before gaining control of the company.

Greenmail
Greenmail payments are targeted share repurchases by management of company stock from
individuals or groups seeking control of the company. Since only the hostile party receives
payment, usually at a substantial premium over the market value of its shares, the practice

discriminates against all other shareholders.

Vote FOR proposals to adopt anti-greenmail charter or bylaw amendments or otherwise restrict a
company’s ability to make greenmail payments.

Vote CASE-BY-CASE on anti-greenmail proposals when they are bundled with other charter or
bylaw amendments.

Reincorporation Proposals
Vote CASE-BY-CASE on proposals to change a company's state of incorporation, taking into
consideration both financial and corporate governance concerns, including the reasons for
reincorporating, a comparison of the governance provisions, comparative economic benefits, and
a comparison of the jurisdictional laws.

Vote FOR re-incorporation when the economic factors outweigh any neutral or negative
governance changes.

Stakeholder Provisions
Vote AGAINST proposals that ask the board to consider non-shareholder constituencies or other
non-financial effects when evaluating a merger or business combination.

State Antitakeover Statutes
Vote CASE-BY-CASE on proposals to opt in or out of state takeover statutes (including control
share acquisition statutes, control share cash-out statutes, freezeout provisions, fair price
provisions, stakeholder laws, poison pill endorsements, severance pay and labor contract
provisions, anti-greenmail provisions, and disgorgement provisions).
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7. Capital Structure

Adjustments to Par Value of Common Stock

Vote FOR management proposals to reduce the par value of common stock.

Common Stock Authorization

Vote CASE-BY-CASE on proposals to increase the number of shares of common stock
authorized for issuance using a model developed by ISS.

Vote FOR proposals to approve increases beyond the allowable increase when a company's
shares are in danger of being delisted or if a company's ability to continue to operate as a going
concern is uncertain.

In addition, for capital requests less than or equal to 300 percent of the current authorized shares
that marginally fail the calculated allowable cap (i.e., exceed the allowable cap by no more than 5
percent), on a CASE-BY-CASE basis, vote FOR the increase based on the company's
performance and whether the company’s ongoing use of shares has shown prudence. Factors
should include, at a minimum, the following:

Rationale;

Good performance with respect to peers and index on a five-year total shareholder return
basis;

Absence of non-shareholder approved poison pill;

Reasonable equity compensation burn rate;

No non-shareholder approved pay plans; and

Absence of egregious equity compensation practices.

Dual-Class Stock

Vote AGAINST proposals to create a new class of common stock with superior voting rights.

Vote AGAINST proposals at companies with dual-class capital structures to increase the number
of authorized shares of the class of stock that has superior voting rights.

Vote FOR proposals to create a new class of nonvoting or sub-voting common stock if:

It is intended for financing purposes with minimal or no dilution to current shareholders;
It is not designed to preserve the voting power of an insider or significant shareholder.

Issue Stock for Use with Rights Plan

Vote AGAINST proposals that increase authorized common stock for the explicit purpose of
implementing a non-shareholder approved shareholder rights plan (poison pill).
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Preemptive Rights
Vote CASE-BY-CASE on shareholder proposals that seek preemptive rights, taking into
consideration: the size of a company, the characteristics of its shareholder base, and the liquidity
of the stock.

Preferred Stock
Vote AGAINST proposals authorizing the creation of new classes of preferred stock with
unspecified voting, conversion, dividend distribution, and other rights ("blank check" preferred
stock).

Vote FOR proposals to create "declawed" blank check preferred stock (stock that cannot be used
as a takeover defense).

Vote FOR proposals to authorize preferred stock in cases where the company specifies the
voting, dividend, conversion, and other rights of such stock and the terms of the preferred stock
appear reasonable.

Vote AGAINST proposals to increase the number of blank check preferred stock authorized for
issuance when no shares have been issued or reserved for a specific purpose.

Vote CASE-BY-CASE on proposals to increase the number of blank check preferred shares after
analyzing the number of preferred shares available for issue given a company's industry and
performance in terms of shareholder returns.

Recapitalization

Vote CASE-BY-CASE on recapitalizations (reclassifications of securities), taking into account the
following:

¢ More simplified capital structure;
Enhanced liquidity;
Fairness of conversion terms;
Impact on voting power and dividends;
Reasons for the reclassification;
Conflicts of interest; and
Other alternatives considered.

Reverse Stock Splits
Vote FOR management proposals to implement a reverse stock split when the number of
authorized shares will be proportionately reduced.

Vote FOR management proposals to implement a reverse stock split to avoid delisting.

Vote CASE-BY-CASE on proposals to implement a reverse stock split that do not proportionately
reduce the number of shares authorized for issue based on the allowable increased calculated
using the Capital Structure model.

Share Repurchase Programs
Vote FOR management proposals to institute open-market share repurchase plans in which all
shareholders may participate on equal terms.
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Stock Distributions: Splits and Dividends
Vote FOR management proposals to increase the common share authorization for a stock split or
share dividend, provided that the increase in authorized shares would not result in an excessive
number of shares available for issuance as determined using a model developed by ISS.

Tracking Stock
Vote CASE-BY-CASE on the creation of tracking stock, weighing the strategic value of the
transaction against such factors as:
e Adverse governance changes;
Excessive increases in authorized capital stock;
Unfair method of distribution;
Diminution of voting rights;
Adverse conversion features;
Negative impact on stock option plans; and
Alternatives such as spin-off.
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8. Executive and Director Compensation

Equity Compensation Plans
Vote CASE-BY-CASE on equity-based compensation plans. Vote AGAINST the equity plan if any
of the following factors apply:
e The total cost of the company’s equity plans is unreasonable;
e The plan expressly permits the repricing of stock options without prior shareholder
approval;
e There is a disconnect between CEO pay and the company’s performance;
e The company’s three year burn rate exceeds the greater of 2% and the mean plus 1
standard deviation of its industry group; or
e The plan is a vehicle for poor pay practices.

Each of these factors is further described below:

Cost of Equity Plans
Generally, vote AGAINST equity plans if the cost is unreasonable. For non-employee director
plans, vote FOR the plan if certain factors are met (see Director Compensation section).

The cost of the equity plans is expressed as Shareholder Value Transfer (SVT), which is
measured using a binomial option pricing model that assesses the amount of shareholders’ equity
flowing out of the company to employees and directors. SVT is expressed as both a dollar
amount and as a percentage of market value, and includes the new shares proposed, shares
available under existing plans, and shares granted but unexercised. All award types are valued.
For omnibus plans, unless limitations are placed on the most expensive types of awards (for
example, full value awards), the assumption is made that all awards to be granted will be the
most expensive types. See discussion of specific types of awards.

The Shareholder Value Transfer is reasonable if it falls below the company-specific allowable cap.
The allowable cap is determined as follows: The top quartile performers in each industry group
(using the Global Industry Classification Standard GICS) are identified. Benchmark SVT levels for
each industry are established based on these top performers’ historic SVT. Regression analyses
are run on each industry group to identify the variables most strongly correlated to SVT. The
benchmark industry SVT level is then adjusted upwards or downwards for the specific company
by plugging the company-specific performance measures, size and cash compensation into the
industry cap equations to arrive at the company’s allowable cap.

Repricing Provisions
Vote AGAINST plans that expressly permit the repricing of stock options without prior shareholder
approval, even if the cost of the plan is reasonable.

Vote AGAINST plans if the company has a history of repricing options without shareholder
approval, and the applicable listing standards would not preclude them from doing so.

Pay-for Performance Disconnect
Generally vote AGAINST plans in which:
e there is a disconnect between the CEO’s pay and company performance (an increase in
pay and a decrease in performance);
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e the main source of the pay increase (over half) is equity-based, and

e the CEO is a participant of the equity proposal.
Performance decreases are based on negative one- and three-year total shareholder returns.
CEO pay increases are based on the CEOQ’s total direct compensation (salary, cash bonus,
present value of stock options, face value of restricted stock, face value of long-term incentive
plan payouts, and all other compensation) increasing over the previous year.

WITHHOLD votes from the Compensation Committee members when the company has a pay for
performance disconnect.

On a CASE-BY-CASE basis, vote for equity plans and FOR compensation committee members
with a pay-for-performance disconnect if compensation committee members can present strong
and compelling evidence of improved committee performance. This evidence must go beyond the
usual compensation committee report disclosure. This additional evidence necessary includes all
of the following:

e The compensation committee has reviewed all components of the CEQ’s compensation,
including the following:

- Base salary, bonus, long-term incentives;

- Accumulative realized and unrealized stock option and restricted stock gains;

- Dollar value of perquisites and other personal benefits to the CEO and the total
cost to the company;

- Earnings and accumulated payment obligations under the company’s
nonqualified deferred compensation program;

- Actual projected payment obligations under the company’s supplemental
executive retirement plan (SERPS).

A tally sheet setting forth all the above components was prepared and reviewed affixing dollar
amounts under the various payout scenarios. (A complete breakdown of pay components also
can be found in Disclosure of CEO Compensation — Tally Sheet.)

e A tally sheet with all the above components should be disclosed for the following
termination scenarios:
- Payment if termination occurs within 12 months: $ ;
- Payment if “not for cause” termination occurs within 12 months: $ ;
- Payment if “change of control” termination occurs within 12 months: $ .

e The compensation committee is committed to providing additional information on the
named executives’ annual cash bonus program and/or long-term incentive cash plan for
the current fiscal year. The compensation committee will provide full disclosure of the
qualitative and quantitative performance criteria and hurdle rates used to determine the
payouts of the cash program. From this disclosure, shareholders will know the minimum
level of performance required for any cash bonus to be delivered, as well as the
maximum cash bonus payable for superior performance.

The repetition of the compensation committee report does not meet ISS’ requirement of compelling
and strong evidence of improved disclosure. The level of transparency and disclosure is at the highest
level where shareholders can understand the mechanics of the annual cash bonus and/or long-term
incentive cash plan based on the additional disclosure.

e The compensation committee is committed to granting a substantial portion of
performance-based equity awards to the named executive officers. A substantial portion
of performance-based awards would be at least 50 percent of the shares awarded to
each of the named executive officers. Performance-based equity awards are earned or
paid out based on the achievement of company performance targets. The company will

24



disclose the details of the performance criteria (e.g., return on equity) and the hurdle
rates (e.g., 15 percent) associated with the performance targets. From this disclosure,
shareholders will know the minimum level of performance required for any equity grants
to be made. The performance-based equity awards do not refer to non-qualified stock

options L oor performance-accelerated grants. 2 |nstead, performance-based equity
awards are performance-contingent grants where the individual will not receive the equity
grant by not meeting the target performance and vice versa.

The level of transparency and disclosure is at the highest level where shareholders can
understand the mechanics of the performance-based equity awards based on the additional
disclosure.

e The compensation committee has the sole authority to hire and fire outside compensation
consultants. The role of the outside compensation consultant is to assist the
compensation committee to analyze executive pay packages or contracts and
understand the company'’s financial measures.

Three-Year Burn Rate/Burn Rate Commitment

Generally vote AGAINST plans if the company’s most recent three-year burn rate exceeds one
standard deviation in excess of the industry mean (per the following Burn Rate Table) and is over
two percent of common shares outstanding. The three-year burn rate policy does not apply to
non-employee director plans unless outside directors receive a significant portion of shares each
year.

However, vote FOR equity plans if the company fails this burn rate test but the company commits
in a public filing to a three-year average burn rate equal to its GICS group burn rate mean plus
one standard deviation, assuming all other conditions for voting FOR the plan have been met.

If a company fails to fulfill its burn rate commitment, vote to WITHHOLD from the compensation
committee.

1 Non-qualified stock options are not performance-based awards unless the grant or the vesting of the stock
options is tied to the achievement of a pre-determined and disclosed performance measure. A rising stock
market will generally increase share prices of all companies, despite of the company’s underlying
performance.

2 performance-accelerated grants are awards that vest earlier based on the achievement of a specified
measure. However, these grants will ultimately vest over time even without the attainment of the goal(s).
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2006 Proxy Season Burn Rate Table

Russell 3000
Standard

Non-Russell 3000

Standard

GICS Description Mean | Deviation Mean+STDEV, Mean | Deviation Mean+STDEV|
1010  [Energy 1.53% 0.96% 2.50% 2.03% 2.53% 4.56%
1510  |Materials 1.37% 0.74% 2.11% 2.15% 2.01% 4.16%
2010  [Capital Goods 1.84% 1.09% 2.93% 2.74% 2.63% 5.37%
2020  |Commercial Services & Supplies 2.73% 1.60% 4.33% 3.43% 4.18% 7.61%
2030  [Transportation 1.76% 1.71% 3.47% 2.18% 2.12% 4.30%
2510 |Automobiles & Components 1.97% 1.27% 3.24% 2.23% 2.29% 4.51%
2520  |Consumer Durables & Apparel 2.04% 1.22% 3.26% 2.86% 2.48% 5.35%
2530  |Hotels Restaurants & Leisure 2.22% 1.09% 3.31% 2.71% 2.46% 5.17%
2540  |Media 2.14% 1.24% 3.38% 3.26% 2.52% 5.77%
2550  |Retailing 2.54% 1.59% 4.12% 4.01% 4.03% 8.03%
3010, 3020,
3030  |Food & Staples Retailing 1.82% 1.31% 3.13% 2.20% 2.79% 4.99%
3510 |Health Care Equipment & Services 3.20% 1.71% 4.91% 4.33% 3.20% 7.53%
3520 |Pharmaceuticals & Biotechnology 3.70% 1.87% 5.57% 5.41% 4.74% 10.15%
4010  Banks 1.46% 1.00% 2.46% 1.38% 1.42% 2.79%
4020  [Diversified Financials 3.00% 2.28% 5.28% 4.46% 4.01% 8.47%
4030  [Insurance 1.52% 1.04% 2.56% 2.25% 2.85% 5.10%
4040  |Real Estate 1.30% 1.01% 2.31% 1.12% 1.67% 2.79%
4510  [Software & Services 5.02% 2.98% 8.00% 6.92% 6.05% 12.97%
4520  [Technology Hardware & Equipment 3.64% 2.48% 6.11% 4.73% 4.02% 8.75%
4530  [Semiconductors & Semiconductor Equip.| 4.81% 2.86% 7.67% 5.01% 3.06% 8.07%
5010 [Telecommunication Services 2.31% 1.61% 3.92% 3.70% 3.41% 7.11%
5510  |Utilities 0.94% 0.62% 1.56% 2.11% 4.13% 6.24%

For companies that grant both full value awards and stock options to their
employees, apply a premium on full value awards for the past three fiscal years as
follows:

Characteristics
Annual Stock Price P
Volatility r
e
m
i
u
m
High annual volatility 53% and higher 1 full-value award for 1.5 option shares
Moderate annual volatility | 25% - 52% 1 full-value award for 2.0 option shares
Low annual volatility Less than 25% 1 full-value award for 4.0 option shares

Poor Pay Practices

Vote AGAINST equity plans if the plan is a vehicle for poor compensation practices.
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WITHOLD from compensation committee _members if the company has poor compensation
practices.

Poor compensation practices include, but are not limited to, the following:
e Egregious employment contracts including excessive severance provisions;
Excessive perks that dominate compensation;
Huge bonus payouts without justifiable performance linkage;
Performance metrics that are changed during the performance period;
Egregious SERP (Supplemental Executive Retirement Plans) payouts;
New CEO with overly generous hiring package;
Internal pay disparity;
Other excessive compensation payouts or poor pay practices at the company.

Specific Treatment of Certain Award Types in Equity Plan
Evaluations:

Dividend Equivalent Rights
Equity plans that have Dividend Equivalent Rights (DERs) associated with them will have a
higher calculated award value than those without DERs under the binomial model, based on the
value of these dividend streams. The higher value will be applied to new shares, shares available
under existing plans, and shares awarded but not exercised per the plan specifications. DERS
transfer more shareholder equity to employees and non-employee directors and this cost should
be captured.

Liberal Share Recycling Provisions
Under net share counting provisions, shares tendered by an option holder to pay for the exercise
of an option, shares withheld for taxes or shares repurchased by the company on the open
market can be recycled back into the equity plan for awarding again. All awards with such
provisions should be valued as full-value awards. Stock-settled stock appreciation rights
(SSARs) will also be considered as full-value awards if a company counts only the net shares
issued to employees towards their plan reserve.

Transferable Stock Option Awards
For transferable stock option award types within a new equity plan, calculate the cost of the
awards by setting their forfeiture rate to zero when comparing to the allowable cap.
In addition, in order to vote FOR plans with such awards, the structure and mechanics of the on-
going transferable stock option program must be disclosed to shareholders; and amendments to
existing plans that allow for introduction of transferability of stock options should make clear that
only options granted post-amendment shall be transferable.

Other Compensation Proposals and Policies

401(k) Employee Benefit Plans
Vote FOR proposals to implement a 401(k) savings plan for employees.
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Director Compensation

Vote CASE-BY-CASE on compensation plans for non-employee directors, based on the cost of
the plans against the company’s allowable cap.

On occasion, director stock plans that set aside a relatively small number of shares when
combined with employee or executive stock compensation plans exceed the allowable cap. Vote
for the plan if ALL of the following qualitative factors in the board’'s compensation are met and
disclosed in the proxy statement:

Director stock ownership guidelines with a minimum of three times the annual cash retainer.
Vesting schedule or mandatory holding/deferral period:
- A minimum vesting of three years for stock options or restricted stock; or
- Deferred stock payable at the end of a three-year deferral period.
Mix between cash and equity:
- A balanced mix of cash and equity, for example 40% cash/60% equity or 50%
cash/50% equity; or
- If the mix is heavier on the equity component, the vesting schedule or deferral
period should be more stringent, with the lesser of five years or the term of
directorship.
No retirement/benefits and perquisites provided to non-employee directors; and
Detailed disclosure provided on cash and equity compensation delivered to each non-
employee director for the most recent fiscal year in a table. The column headers for the table
may include the following: name of each non-employee director, annual retainer, board
meeting fees, committee retainer, committee-meeting fees, and equity grants.

Director Retirement Plans

Vote AGAINST retirement plans for non-employee directors.

Vote FOR shareholder proposals to eliminate retirement plans for non-employee directors.

Disclosure of CEO Compensation-Tally Sheet

Encourage companies to provide better and more transparent disclosure related to CEO pay.
Consider withhold votes in the future from the compensation committee and voting against equity
plans if compensation disclosure is not improved and a tally sheet is not provided.

In addition to the current SEC requirements, the following table sets forth the current minimum
standard on CEO pay disclosure according to ISS’s guidelines:

Component Amount Earned/Granted Description
Base Salary Current figure Explanation of any increase in
base salary
Annual Incentive Target: Explanation of specific
Actual earned: performance measures and

actual deliverables.

State amount tied to actual

performance.
State any discretionary bonus.
Stock Options Number granted: Rationale for determining the
Exercise price: number of stock options
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Component

Amount Earned/Granted

Description

Vesting:
Grant value:

issued to CEO.

Accumulated dividend
equivalents (if any).

Restricted Stock

Number granted:

Performance based or time

Vesting: based.

Grant value:
Rationale for determining the
number of restricted stock
issued to CEO.
Accumulated dividends on
vested and unvested portion.

Performance Shares Minimum: Explanation of specific

Target: performance measures and

Maximum: actual deliverables.

Actual earned:

Grant value: Any dividends on unearned

performance shares.

Deferred compensation

Executive portion:
Company match (if any):

Accumulated executive
portion:
Accumulated company match

(if any):

Provide structure and terms of
program.

Explanation of interest,
formulas, minimum
guarantees or multipliers on
deferred compensation.

Any holding periods on the
company match portion.

Funding mechanism

Supplemental retirement
benefit

Actual projected payment
obligations

Provide structure and terms of
program.

Explanation of formula,
additional credits for years not
worked, multipliers or interest
on SERPs.

Funding mechanism.

Executive perquisites

Breakdown of the market
value of various perquisites

The types of perquisites
provided. Examples: company
aircraft, company cars, etc.

Gross-ups (if any)

Breakdown of gross-ups for
any pay component

Severance associated with
change-in-control

Estimated payout amounts for
cash, equity and benefits

Single trigger or double
trigger.

Severance (Termination
scenario under “for cause” and
“not for cause”)

Estimated payout amounts for
cash, equity and benefits
under different scenarios

Post retirement package

Estimated value of consulting
agreement and continuation of
benefits

Estimated Total Package

$
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See the remedy for Pay for Performance disconnect for a more qualitative description of certain
pay components.

Employee Stock Ownership Plans (ESOPs)
Vote FOR proposals to implement an ESOP or increase authorized shares for existing ESOPs,
unless the number of shares allocated to the ESOP is excessive (more than five percent of
outstanding shares).

Employee Stock Purchase Plans-- Qualified Plans
Vote CASE-BY-CASE on qualified employee stock purchase plans. Vote FOR employee stock
purchase plans where all of the following apply:
e Purchase price is at least 85 percent of fair market value;
e Offering period is 27 months or less; and
e The number of shares allocated to the plan is ten percent or less of the outstanding
shares.

Vote AGAINST qualified employee stock purchase plans where any of the following apply:
e Purchase price is less than 85 percent of fair market value; or
e Offering period is greater than 27 months; or
e The number of shares allocated to the plan is more than ten percent of the outstanding
shares.

Employee Stock Purchase Plans-- Non-Qualified Plans
Vote CASE-by-CASE on nonqualified employee stock purchase plans. Vote FOR nonqualified
employee stock purchase plans with all the following features:
e Broad-based participation (i.e., all employees of the company with the exclusion of
individuals with 5 percent or more of beneficial ownership of the company);
e Limits on employee contribution, which may be a fixed dollar amount or expressed as a
percent of base salary;
e Company matching contribution up to 25 percent of employee’s contribution, which is
effectively a discount of 20 percent from market value;
e No discount on the stock price on the date of purchase since there is a company
matching contribution.

Vote AGAINST nonqualified employee stock purchase plans when any of the plan features do not

meet the above criteria. If the company matching contribution exceeds 25 percent of employee’s
contribution, evaluate the cost of the plan against its allowable cap.
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Incentive Bonus Plans and Tax Deductibility Proposals
(OBRA-Related

Compensation Proposals)
Vote FOR proposals that simply amend shareholder-approved compensation plans to include
administrative features or place a cap on the annual grants any one participant may receive to
comply with the provisions of Section 162(m).

Vote FOR proposals to add performance goals to existing compensation plans to comply with the
provisions of Section 162(m) unless they are clearly inappropriate.

Vote CASE-BY-CASE on amendments to existing plans to increase shares reserved and to
qualify for favorable tax treatment under the provisions of Section 162(m) as long as the plan
does not exceed the allowable cap and the plan does not violate any of the supplemental policies.

Generally vote FOR cash or cash and stock bonus plans that are submitted to shareholders for
the purpose of exempting compensation from taxes under the provisions of Section 162(m) if no
increase in shares is requested.

Option Exchange Programs/Repricing Options
Vote CASE-by-CASE on management proposals seeking approval to exchange/reprice options
taking into consideration:
e Historic trading patterns;
Rationale for the repricing;
Value-for-value exchange;
Treatment of surrendered options;
Option vesting;
Term of the option;
Exercise price;
Participation.

If the surrendered options are added back to the equity plans for re-issuance, then also take into
consideration the company’s three-year average burn rate.

Vote FOR shareholder proposals to put option repricings to a shareholder vote.

Stock Plans in Lieu of Cash
Vote CASE-by-CASE on plans which provide participants with the option of taking all or a portion
of their cash compensation in the form of stock.

Vote FOR non-employee director only equity plans which provide a dollar-for-dollar cash for stock
exchange.

Vote CASE-by-CASE on plans which do not provide a dollar-for-dollar cash for stock exchange.
In cases where the exchange is not dollar-for-dollar, the request for new or additional shares for
such equity program will be considered using the binomial option pricing model. In an effort to
capture the total cost of total compensation, ISS will not make any adjustments to carve out the
in-lieu-of cash compensation.
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Transfer Programs of Stock Options
One-time Transfers: WITHHOLD votes from compensation committee members if they fail to
submit one-time transfers for to shareholders for approval.

Vote CASE-BY-CASE on one-time transfers. Vote FOR if:

o Executive officers and non-employee directors are excluded from participating;

e Stock options are purchased by third-party financial institutions at a discount to their fair
value using option pricing models such as Black-Scholes or a Binomial Option Valuation
or other appropriate financial models;

e There is a two-year minimum holding period for sale proceeds (cash or stock) for all
participants.

Additionally, management should provide a clear explanation of why options are being transferred
and whether the events leading up to the decline in stock price were beyond management's
control. A review of the company's historic stock price volatility should indicate if the options are
likely to be back “in-the-money” over the near term.

Shareholder Proposals on Compensation

Disclosure/Setting Levels or Types of Compensation for
Executives and Directors

Generally, vote FOR shareholder proposals seeking additional disclosure of executive and
director pay information, provided the information requested is relevant to shareholders' needs,
would not put the company at a competitive disadvantage relative to its industry, and is not
unduly burdensome to the company.

Vote AGAINST shareholder proposals seeking to set absolute levels on compensation or
otherwise dictate the amount or form of compensation.

Vote AGAINST shareholder proposals requiring director fees be paid in stock only.

Vote CASE-BY-CASE on all other shareholder proposals regarding executive and director pay,
taking into account company performance, pay level versus peers, pay level versus industry, and
long term corporate outlook.

Option Expensing
Generally vote FOR shareholder proposals asking the company to expense stock options, unless
the company has already publicly committed to expensing options by a specific date.

Option Repricing
Vote FOR shareholder proposals to put option repricings to a shareholder vote.

Pension Plan Income Accounting
Generally vote FOR shareholder proposals to exclude pension plan income in the calculation of
earnings used in determining executive bonuses/compensation.
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Performance-Based Awards
Generally vote FOR shareholder proposals advocating the use of performance-based awards like
indexed, premium-priced, and performance-vested options or performance-based shares, unless:
e The proposal is overly restrictive (e.g., it mandates that awards to all employees must be
performance-based or all awards to top executives must be a particular type, such as
indexed options);
e The company demonstrates that it is using a substantial portion of performance-based
awards for its top executives, where substantial portion would constitute 50 percent of the
shares awarded to those executives for that fiscal year.

Severance  Agreements  for  Executives/Golden

Parachutes
Vote FOR shareholder proposals to require golden parachutes or executive severance
agreements to be submitted for shareholder ratification, unless the proposal requires shareholder
approval prior to entering into employment contracts.

Vote on a CASE-BY-CASE basis on proposals to ratify or cancel golden parachutes. An
acceptable parachute should include, but is not limited to, the following:

e The triggering mechanism should be beyond the control of management;

e The amount should not exceed three times base amount (defined as the average annual
taxable W-2 compensation during the five years prior to the year in which the change of
control occurs;

e Change-in-control payments should be double-triggered, i.e., (1) after a change in control
has taken place, and (2) termination of the executive as a result of the change in control.
Change in control is defined as a change in the company ownership structure.

Supplemental Executive Retirement Plans (SERPS)
Generally vote FOR shareholder proposals requesting to put extraordinary benefits contained in
SERP agreements to a shareholder vote unless the company’s executive pension plans do not
contain excessive benefits beyond what is offered under employee-wide plans.
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9. Corporate Responsibility
Consumer Issues and Public Safety

Animal Rights
Generally vote AGAINST proposals to phase out the use of animals in product testing unless:

e The company is conducting animal testing programs that are unnecessary or not required
by regulation;

e The company is conducting animal testing when suitable alternatives are accepted and
used at peer firms;

e The company has been the subject of recent, significant controversy related to its testing
programs.

Generally vote FOR proposals seeking a report on the company’s animal welfare standards
unless:
e The company has already published a set of animal welfare standards and monitors
compliance;
e The company’s standards are comparable to or better than those of peer firms; and
e There are no serious controversies surrounding the company’s treatment of animals.

Drug Pricing
Generally vote AGAINST proposals requesting that companies implement specific price restraints
on pharmaceutical products unless the company fails to adhere to legislative guidelines or
industry norms in its product pricing.

Vote CASE-BY-CASE on proposals requesting that the company evaluate their product pricing
considering:

e The existing level of disclosure on pricing policies;

e Deviation from established industry pricing norms;

e The company’s existing initiatives to provide its products to needy consumers;

e Whether the proposal focuses on specific products or geographic regions.

Drug Reimportation
Generally vote FOR proposals requesting that companies report on the financial and legal impact
of their policies regarding prescription drug reimportation unless such information is already
publicly disclosed.

Generally vote AGAINST proposals requesting that companies adopt specific policies to
encourage or constrain prescription drug reimportation.

Genetically Modified Foods
Vote AGAINST proposals asking companies to voluntarily label genetically engineered (GE)
ingredients in their products or alternatively to provide interim labeling and eventually eliminate
GE ingredients due to the costs and feasibility of labeling and/or phasing out the use of GE
ingredients.

Vote CASE-BY-CASE on proposals asking for a report on the feasibility of labeling products
containing GE ingredients taking into account:
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e The relevance of the proposal in terms of the company's business and the proportion of it
affected by the resolution;

e The quality of the company’s disclosure on GE product labeling and related voluntary
initiatives and how this disclosure compares with peer company disclosure;

e Company's current disclosure on the feasibility of GE product labeling, including
information on the related costs;

e Any voluntary labeling initiatives undertaken or considered by the company.

Vote CASE-BY-CASE on proposals asking for the preparation of a report on the financial, legal,
and environmental impact of continued use of GE ingredients/seeds. Evaluate the following:
e The relevance of the proposal in terms of the company's business and the proportion of it
affected by the resolution;
e The quality of the company’s disclosure on risks related to GE product use and how this
disclosure compares with peer company disclosure;
e The percentage of revenue derived from international operations, particularly in Europe,
where GE products are more regulated and consumer backlash is more pronounced.

Vote AGAINST proposals seeking a report on the health and environmental effects of genetically
modified organisms (GMOSs). Health studies of this sort are better undertaken by regulators and
the scientific community.

Vote AGAINST proposals to completely phase out GE ingredients from the company's products
or proposals asking for reports outlining the steps necessary to eliminate GE ingredients from the
company’s products. Such resolutions presuppose that there are proven health risks to GE
ingredients (an issue better left to federal regulators) that outweigh the economic benefits derived
from biotechnology.

Handguns
Generally vote AGAINST requests for reports on a company’s policies aimed at curtailing gun
violence in the United States unless the report is confined to product safety information. Criminal
misuse of firearms is beyond company control and instead falls within the purview of law
enforcement agencies.

HIV/AIDS
Vote CASE-BY-CASE on requests for reports outlining the impact of the health pandemic
(HIV/AIDS, malaria and tuberculosis) on the company’s Sub-Saharan operations and how the
company is responding to it, taking into account:
e The nature and size of the company’s operations in Sub-Saharan Africa and the number
of local employees;
e The company’s existing healthcare policies, including benefits and healthcare access for
local workers;
¢ Company donations to healthcare providers operating in the region.

Vote AGAINST proposals asking companies to establish, implement, and report on a standard of
response to the HIV/AIDS, TB, and malaria health pandemic in Africa and other developing
countries, unless the company has significant operations in these markets and has failed to adopt
policies and/or procedures to address these issues comparable to those of industry peers.
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Predatory Lending
Vote CASE-BY CASE on requests for reports on the company’s procedures for preventing
predatory lending, including the establishment of a board committee for oversight, taking into
account:
e Whether the company has adequately disclosed mechanisms in place to prevent abusive
lending practices;
e Whether the company has adequately disclosed the financial risks of its subprime
business;
e Whether the company has been subject to violations of lending laws or serious lending
controversies;
e Peer companies’ policies to prevent abusive lending practices.

Tobacco
Most tobacco-related proposals should be evaluated on a CASE-BY-CASE basis, taking into account
the following factors:

Second-hand smoke:
e Whether the company complies with all local ordinances and regulations;
e The degree that voluntary restrictions beyond those mandated by law might hurt the
company’s competitiveness;
e The risk of any health-related liabilities.

Advertising to youth:
¢ Whether the company complies with federal, state, and local laws on the marketing of
tobacco or if it has been fined for violations;
e Whether the company has gone as far as peers in restricting advertising;
e Whether the company entered into the Master Settlement Agreement, which restricts
marketing of tobacco to youth;
o Whether restrictions on marketing to youth extend to foreign countries.

Cease production of tobacco-related products or avoid selling products to tobacco companies:
e The percentage of the company’s business affected;
e The economic loss of eliminating the business versus any potential tobacco-related
liabilities.

Spin-off tobacco-related businesses:
e The percentage of the company’s business affected;
e The feasibility of a spin-off;
o Potential future liabilities related to the company’s tobacco business.

Stronger product warnings:
Vote AGAINST proposals seeking stronger product warnings. Such decisions are better left to
public health authorities.

Investment in tobacco stocks:
Vote AGAINST proposals prohibiting investment in tobacco equities. Such decisions are better
left to portfolio managers.

Toxic Chemicals
Generally vote FOR resolutions requesting that a company discloses its policies related to toxic
chemicals.
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Vote CASE-BY-CASE on resolutions requesting that companies evaluate and disclose the
potential financial and legal risks associated with utilizing certain chemicals, considering:
e Current regulations in the markets in which the company operates;
o Recent significant controversy, litigation, or fines stemming from toxic chemicals or
ingredients at the company; and
e The current level of disclosure on this topic.

Generally vote AGAINST resolutions requiring that a company reformulate its products within a
certain timeframe unless such actions are required by law in specific markets.

Environment and Energy

Arctic National Wildlife Refuge
Generally vote AGAINST request for reports outlining potential environmental damage from
drilling in the Arctic National Wildlife Refuge (ANWR) unless:
¢ New legislation is adopted allowing development and drilling in the ANWR region;
e The company intends to pursue operations in the ANWR; and
e The company does not currently disclose an environmental risk report for their operations
in the ANWR.

CERES Principles
Vote CASE-BY-CASE on proposals to adopt the CERES Principles, taking into account:

e The company’'s current environmental disclosure beyond legal requirements, including
environmental health and safety (EHS) audits and reports that may duplicate CERES;

e The company’s environmental performance record, including violations of federal and
state regulations, level of toxic emissions, and accidental spills;

e Environmentally conscious practices of peer companies, including endorsement of
CERES;

e Costs of membership and implementation.

Concentrated Area Feeding Operations (CAFOs)
Vote FOR resolutions requesting that companies report to shareholders on the risks and liabilities
associated with CAFOs unless:
e The company has publicly disclosed guidelines for its corporate and contract farming
operations, including compliance monitoring; or
e The company does not directly source from CAFOs.

Environmental-Economic Risk Report
Vote CASE-BY-CASE on proposals requesting an economic risk assessment of environmental
performance considering:
e The feasibility of financially quantifying environmental risk factors;
e The company’'s compliance with applicable legislation and/or regulations regarding
environmental performance;
e The costs associated with implementing improved standards;
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e The potential costs associated with remediation resulting from poor environmental
performance; and
e The current level of disclosure on environmental policies and initiatives.

Environmental Reports
Generally vote FOR requests for reports disclosing the company’s environmental policies unless
it already has well-documented environmental management systems that are available to the
public.

Global Warming
Generally vote FOR proposals requesting a report on greenhouse gas emissions from company
operations and/or products unless this information is already publicly disclosed or such factors
are not integral to the company’s line of business.

Generally vote AGAINST proposals that call for reduction in greenhouse gas emissions by
specified amounts or within a restrictive time frame unless the company lags industry standards
and has been the subject of recent, significant fines or litigation resulting from greenhouse gas
emissions.

Kyoto Protocol Compliance
Generally vote FOR resolutions requesting that companies outline their preparations to comply
with standards established by Kyoto Protocol signatory markets unless:
e The company does not maintain operations in Kyoto signatory markets;
e The company already evaluates and substantially discloses such information; or,
e Greenhouse gas emissions do not significantly impact the company’s core businesses.

Land Use
Generally vote AGAINST resolutions that request the disclosure of detailed information on a
company’s policies related to land use or development unless the company has been the subject
of recent, significant fines or litigation stemming from its land use.

Nuclear Safety
Generally vote AGAINST resolutions requesting that companies report on risks associated with
their nuclear reactor designs and/or the production and interim storage of irradiated fuel rods
unless:
e The company does not have publicly disclosed guidelines describing its policies and
procedures for addressing risks associated with its operations;
e The company is non-compliant with Nuclear Regulatory Commission (NRC)
requirements; or
e The company stands out amongst its peers or competitors as having significant problems
with safety or environmental performance related to its nuclear operations.

Operations in Protected Areas
Generally vote FOR requests for reports outlining potential environmental damage from
operations in protected regions, including wildlife refuges unless:
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e The company does not currently have operations or plans to develop operations in these
protected regions; or,

e The company provides disclosure on its operations and environmental policies in these
regions comparable to industry peers.

Recycling

Vote CASE-BY-CASE on proposals to adopt a comprehensive recycling strategy, taking into
account:

e The nature of the company’s business and the percentage affected,;
The extent that peer companies are recycling;
The timetable prescribed by the proposal;
The costs and methods of implementation;
Whether the company has a poor environmental track record, such as violations of
federal and state regulations.

Renewable Energy
In general, vote FOR requests for reports on the feasibility of developing renewable energy
sources unless the report is duplicative of existing disclosure or irrelevant to the company’s line of
business.

Generally vote AGAINST proposals requesting that the company invest in renewable energy
sources. Such decisions are best left to management’s evaluation of the feasibility and financial
impact that such programs may have on the company.

Sustainability Report
Generally vote FOR proposals requesting the company to report on policies and initiatives related
to social, economic, and environmental sustainability, unless:

e The company already discloses similar information through existing reports or policies
such as an Environment, Health, and Safety (EHS) report; a comprehensive Code of
Corporate Conduct; and/or a Diversity Report; or

e The company has formally committed to the implementation of a reporting program
based on Global Reporting Initiative (GRI) guidelines or a similar standard within a
specified time frame.

General Corporate Issues

Charitable/Political Contributions
Generally vote AGAINST proposals asking the company to affirm political nonpartisanship in the
workplace so long as:
e The company is in compliance with laws governing corporate political activities; and
e The company has procedures in place to ensure that employee contributions to
company-sponsored political action committees (PACs) are strictly voluntary and not
coercive.

Vote AGAINST proposals to publish in newspapers and public media the company's political

contributions as such publications could present significant cost to the company without providing
commensurate value to shareholders.
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Vote CASE-BY-CASE on proposals to improve the disclosure of a company's political
contributions considering:
e Recent significant controversy or litigation related to the company’s political contributions
or governmental affairs; and
e The public availability of a policy on political contributions.

Vote AGAINST proposals barring the company from making political contributions. Businesses
are affected by legislation at the federal, state, and local level and barring contributions can put
the company at a competitive disadvantage.

Vote AGAINST proposals restricting the company from making charitable contributions.
Charitable contributions are generally useful for assisting worthwhile causes and for creating
goodwill in the community. In the absence of bad faith, self-dealing, or gross negligence,
management should determine which contributions are in the best interests of the company.

Vote AGAINST proposals asking for a list of company executives, directors, consultants, legal
counsels, lobbyists, or investment bankers that have prior government service and whether such
service had a bearing on the business of the company. Such a list would be burdensome to
prepare without providing any meaningful information to shareholders.

Link Executive Compensation to Social Performance
Vote CASE-BY-CASE on proposals to review ways of linking executive compensation to social
factors, such as corporate downsizings, customer or employee satisfaction, community
involvement, human rights, environmental performance, predatory lending, and
executive/employee pay disparities. Such resolutions should be evaluated in the
context of:
e The relevance of the issue to be linked to pay;
e The degree that social performance is already included in the company’s pay structure
and disclosed,
e The degree that social performance is used by peer companies in setting pay;
e Violations or complaints filed against the company relating to the particular social
performance measure;
Artificial limits sought by the proposal, such as freezing or capping executive pay
Independence of the compensation committee;
e Current company pay levels.

Outsourcing/Offshoring
Vote CASE-BY-CASE on proposals calling for companies to report on the risks associated with
outsourcing, considering:
e Risks associated with certain international markets;
e The utility of such a report to shareholders;
e The existence of a publicly available code of corporate conduct that applies to
international operations.

Labor Standards and Human Rights

China Principles
Vote AGAINST proposals to implement the China Principles unless:
e There are serious controversies surrounding the company’s China operations; and
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e The company does not have a code of conduct with standards similar to those
promulgated by the International Labor Organization (ILO).

Country-specific Human Rights Reports
Vote CASE-BY-CASE on requests for reports detailing the company’s operations in a particular
country and steps to protect human rights, based on:
e The nature and amount of company business in that country;
The company’s workplace code of conduct;
Proprietary and confidential information involved;
Company compliance with U.S. regulations on investing in the country;
Level of peer company involvement in the country.

International Codes of Conduct/Vendor Standards
Vote CASE-BY-CASE on proposals to implement certain human rights standards at company
facilities or those of its suppliers and to commit to outside, independent monitoring. In evaluating
these proposals, the following should be considered:

e The company’s current workplace code of conduct or adherence to other global
standards and the degree they meet the standards promulgated by the proponent;
Agreements with foreign suppliers to meet certain workplace standards;

Whether company and vendor facilities are monitored and how;

Company participation in fair labor organizations;

Type of business;

Proportion of business conducted overseas;

Countries of operation with known human rights abuses;

Whether the company has been recently involved in significant labor and human rights
controversies or violations;

e Peer company standards and practices;

¢ Union presence in company'’s international factories.

Generally vote FOR reports outlining vendor standards compliance unless any of the following
apply:

e The company does not operate in countries with significant human rights violations;

e The company has no recent human rights controversies or violations; or

e The company already publicly discloses information on its vendor standards compliance.

MacBride Principles
Vote CASE-BY-CASE on proposals to endorse or increase activity on the MacBride Principles,
taking into account:
Company compliance with or violations of the Fair Employment Act of 1989;
Company antidiscrimination policies that already exceed the legal requirements;
The cost and feasibility of adopting all nine principles;
The cost of duplicating efforts to follow two sets of standards (Fair Employment and the
MacBride Principles);
The potential for charges of reverse discrimination;
e The potential that any company sales or contracts in the rest of the United Kingdom could
be negatively impacted;
e The level of the company’s investment in Northern Ireland;
e The number of company employees in Northern Ireland;
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e The degree that industry peers have adopted the MacBride Principles;
e Applicable state and municipal laws that limit contracts with companies that have not
adopted the MacBride Principles.

Military Business

Foreign Military Sales/Offsets
Vote AGAINST reports on foreign military sales or offsets. Such disclosures may involve sensitive
and confidential information. Moreover, companies must comply with government controls and
reporting on foreign military sales.

Landmines and Cluster Bombs
Vote CASE-BY-CASE on proposals asking a company to renounce future involvement in
antipersonnel landmine production, taking into account:
e Whether the company has in the past manufactured landmine components;
¢ Whether the company’s peers have renounced future production.

Vote CASE-BY-CASE on proposals asking a company to renounce future involvement in cluster
bomb production, taking into account:
e What weapons classifications the proponent views as cluster bombs;
o Whether the company currently or in the past has manufactured cluster bombs or their
components;
The percentage of revenue derived from cluster bomb manufacture;
Whether the company’s peers have renounced future production.

Nuclear Weapons
Vote AGAINST proposals asking a company to cease production of nuclear weapons
components and delivery systems, including disengaging from current and proposed contracts.
Components and delivery systems serve multiple military and non-military uses, and withdrawal
from these contracts could have a negative impact on the company’s business.

Operations in Nations Sponsoring Terrorism (e.g., Iran)
Vote CASE-BY-CASE on requests for a board committee review and report outlining the
company’s financial and reputational risks from its operations in a terrorism-sponsoring state,
taking into account current disclosure on:
e The nature and purpose of the operations and the amount of business involved (direct
and indirect revenues and expenses) that could be affected by political disruption;
e Compliance with U.S. sanctions and laws.

Spaced-Based Weaponization
Generally vote FOR reports on a company'’s involvement in spaced-based weaponization unless:
e The information is already publicly available; or
e The disclosures sought could compromise proprietary information.
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Workplace Diversity

Board Diversity
Generally vote FOR reports on the company'’s efforts to diversify the board, unless:
e The board composition is reasonably inclusive in relation to companies of similar size and
business; or
e The board already reports on its nominating procedures and diversity initiatives.

Generally vote AGAINST proposals that would call for the adoption of specific committee charter
language regarding diversity initiatives unless the company fails to publicly disclose existing equal
opportunity or non-discrimination policies.

Vote CASE-BY-CASE on proposals asking the company to increase the representation of women
and minorities on the board, taking into account:

The degree of board diversity;

Comparison with peer companies;

Established process for improving board diversity;

Existence of independent nominating committee;

Use of outside search firm;

History of EEO violations.

Equal Employment Opportunity (EEO)
Generally vote FOR reports outlining the company’s affirmative action initiatives unless all of the
following apply:
e The company has well-documented equal opportunity programs;
e The company already publicly reports on its company-wide affirmative initiatives and
provides data on its workforce diversity; and
e The company has no recent EEO-related violations or litigation.

Vote AGAINST proposals seeking information on the diversity efforts of suppliers and service
providers, which can pose a significant cost and administration burden on the company.

Glass Ceiling
Generally vote FOR reports outlining the company’s progress towards the Glass Ceiling
Commission’s business recommendations, unless:
e The composition of senior management and the board is fairly inclusive;
e The company has well-documented programs addressing diversity initiatives and
leadership development;
e The company already issues public reports on its company-wide affirmative initiatives
and provides data on its workforce diversity; and
e The company has had no recent, significant EEO-related violations or litigation.

Sexual Orientation
Vote FOR proposals seeking to amend a company’s EEO statement in order to prohibit
discrimination based on sexual orientation, unless the change would result in excessive costs for
the company.

Vote AGAINST proposals to ext end company benefits to or eliminate benefits from domestic
partners. Benefits decisions should be left to the discretion of the company.
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10. Mutual Fund Proxies

Election of Directors
Vote CASE-BY-CASE on the election of directors and trustees, following the same guidelines for
uncontested directors for public company shareholder meetings. However, mutual fund boards do
not usually have compensation committees, so do not withhold for the lack of this committee.

Converting Closed-end Fund to Open-end Fund
Vote CASE-BY-CASE on conversion proposals, considering the following factors:
Past performance as a closed-end fund;
Market in which the fund invests;
Measures taken by the board to address the discount; and
Past shareholder activism, board activity, and votes on related proposals.

Proxy Contests
Vote CASE-BY-CASE on proxy contests, considering the following factors:
Past performance relative to its peers;
Market in which fund invests;
Measures taken by the board to address the issues;
Past shareholder activism, board activity, and votes on related proposals;
Strategy of the incumbents versus the dissidents;
Independence of directors;
Experience and skills of director candidates;
Governance profile of the company;
Evidence of management entrenchment.

Investment Advisory Agreements
Vote CASE-BY-CASE on investment advisory agreements, considering the following factors:
Proposed and current fee schedules;
Fund category/investment objective;
Performance benchmarks;
Share price performance as compared with peers;
Resulting fees relative to peers;
Assignments (where the advisor undergoes a change of control).

Approving New Classes or Series of Shares
Vote FOR the establishment of new classes or series of shares.

Preferred Stock Proposals
Vote CASE-BY-CASE on the authorization for or increase in preferred shares, considering the
following factors:
e Stated specific financing purpose;
e Possible dilution for common shares;
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e Whether the shares can be used for antitakeover purposes.

1940 Act Policies
Vote CASE-BY-CASE on policies under the Investment Advisor Act of 1940, considering the
following factors:
e Potential competitiveness;
¢ Regulatory developments;
e Current and potential returns; and
e Current and potential risk.

Generally vote FOR these amendments as long as the proposed changes do not fundamentally
alter the investment focus of the fund and do comply with the current SEC interpretation.

Changing a Fundamental Restriction to a
Nonfundamental Restriction
Vote CASE-BY-CASE on proposals to change a fundamental restriction to a non-fundamental
restriction, considering the following factors:
e The fund's target investments;
e The reasons given by the fund for the change; and
e The projected impact of the change on the portfolio.

Change Fundamental Investment Objective to
Nonfundamental

Vote AGAINST proposals to change a fund’s fundamental investment objective to non-
fundamental.

Name Change Proposals
Vote CASE-BY-CASE on name change proposals, considering the following factors:
e Political/leconomic changes in the target market;
e Consolidation in the target market; and
e Current asset composition.

Change in Fund's Subclassification
Vote CASE-BY-CASE on changes in a fund's sub-classification, considering the following factors:
Potential competitiveness;
Current and potential returns;
Risk of concentration;
Consolidation in target industry.

Disposition of Assets/Termination/Liquidation
Vote CASE-BY-CASE on proposals to dispose of assets, to terminate or liquidate, considering
the following factors:
e Strategies employed to salvage the company;
e The fund’s past performance;
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e The terms of the liquidation.

Changes to the Charter Document
Vote CASE-BY-CASE on changes to the charter document, considering the following factors:
e The degree of change implied by the proposal;
e The efficiencies that could result;
e The state of incorporation;
e Regulatory standards and implications.

Vote AGAINST any of the following changes:

e Removal of shareholder approval requirement to reorganize or terminate the trust or any
of its series;

¢ Removal of shareholder approval requirement for amendments to the new declaration of
trust;

e Removal of shareholder approval requirement to amend the fund's management contract,
allowing the contract to be modified by the investment manager and the trust
management, as permitted by the 1940 Act;

o Allow the trustees to impose other fees in addition to sales charges on investment in a
fund, such as deferred sales charges and redemption fees that may be imposed upon
redemption of a fund's shares;

e Removal of shareholder approval requirement to engage in and terminate subadvisory
arrangements;

¢ Removal of shareholder approval requirement to change the domicile of the fund.

Changing the Domicile of a Fund
Vote CASE-BY-CASE on re-incorporations, considering the following factors:
e Regulations of both states;
¢ Required fundamental policies of both states;
e The increased flexibility available.

Authorizing the Board to Hire and Terminate
Subadvisors Without Shareholder Approval

Vote AGAINST proposals authorizing the board to hire/terminate subadvisors without shareholder
approval.

Distribution Agreements
Vote CASE-BY-CASE on distribution agreement proposals, considering the following factors:
Fees charged to comparably sized funds with similar objectives;
The proposed distributor’s reputation and past performance;
The competitiveness of the fund in the industry;
The terms of the agreement.

Master-Feeder Structure
Vote FOR the establishment of a master-feeder structure.
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Mergers
Vote CASE-BY-CASE on merger proposals, considering the following factors:
Resulting fee structure;
Performance of both funds;
Continuity of management personnel,
Changes in corporate governance and their impact on shareholder rights.

Shareholder Proposals for Mutual Funds

Establish Director Ownership Requirement
Generally vote AGAINST shareholder proposals that mandate a specific minimum amount of
stock that directors must own in order to qualify as a director or to remain on the board.

Reimburse Shareholder for Expenses Incurred
Vote CASE-BY-CASE on shareholder proposals to reimburse proxy solicitation expenses. When
supporting the dissidents, vote FOR the reimbursement of the proxy solicitation expenses.

Terminate the Investment Advisor
Vote CASE-BY-CASE on proposals to terminate the investment advisor, considering the following
factors:
e Performance of the fund’s Net Asset Value (NAV);
e The fund'’s history of shareholder relations;
e The performance of other funds under the advisor's management.
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Ethics

Finance

Legislation

Personnel and
Planning

Proxy
Retired Members

Rules and
Regulations



NYSTRS Table of Organization

oy

Retirement Board

o
Legal ™
" Investment
Executive Director| iy mn
W, Themas K. Lee
Executive Director
i ™ g ™
Actuariall -
Member Relations Administration Research and Real Estate Fixed Income Quantlta_t ve XIS SR
Valuation Strategies Management

\ A LN A
' ™y ' o N

Information and UBU'IE:;HE

Communication s

Center, Member GACKly S siyicen, = . . .

and Employer Finance, Managers reporting directly to the Executive Director

Services, Member "gg::;:;:m

B , Publi '
Inf:::g?un 'E:;ﬂze VBN ST

Information Budget and Human Internal Audit

\ J v, Planning Resources




Staff Responsibilities

* Implement Policy
 Administer Benefits

* |nvestment
- Modeling
- Maintaining the Index Funds
. Performing Due Diligence
- Underwriting
- Accounting
- Monitoring

e Recommend Contribution Rate



Staffing

Information

Services
/o

Investments
59 417
Authorized
Positions
|
Member Lother
Relations — 105

162

10



Operating Expenses

Real Estate Information
Investments 4% Services
7% / 26%
Investment
Information—
2%

Member

Relations
19%

Other
42%




Operating Expense Allocation

2007-08
Operating Budget
Investment $54:344:572
$15,510,846
29%
Funded through
investment Funded
BAMINgs through the
Administration
Rate
Member
—-$39,333,726

71%

12



Actuarial Considerations




NYSTRS Numbers — June 30, 2007

* Active members: 270,045
 Retired members: 133,356

* Average monthly
retirement benefit: $2,868
(for on average approximately
28+ years of teaching)

» Total annual NYSTRS benefit payroll
close to $5 billion

14



Active and Retired Member Counts

300000 + ~ S o

250,000

200,000

150,000 -

100,000

50,000

1940 1980 | 1990 | 2000 | 2004 |

99,555
‘1[} 796

186 914
22 700

203,330

46 812

O Retired Members | 4,771 | 6,374 | 69,127 [ 100 aag| 121,246 125,325 129,587 | 133,356 |

B Active Members 48,193 | 56,504 195 191224 Qﬁﬁl 254,515| 260, 2355 264 410 270 U45|
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Number of Retirements Per Year

12,000

10,000

8,000

6,000

4,000

2,000 -

0

@ # of Retirements/Yr.

1970

1980

1990

2000

2001

2002

2003

2004

2005

2006

2007

12,832

3,207

3,772

6,658

7,946

7,344

10,17

7,287

7,182

7,281

6,900
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Annual Benefit Payments

$5.0

$4.0 -

$3.0 -

$2.0

Payment (billions)

$1.0 -

$0.0 N

[:Payrment in billions

1980
$0.3

2005

._$4.1'
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New Retiree - Profile

July 1, 2006 - June 30, 2007

- 6,900 retirees

. Average FAS: $74,185

. Average Max: $44,204

- Average age at retirement:
58 years, 7 months

- Average service at retirement:
28 years, 1 months

. Addition to payroll: $305 million

18



Contributions and Benefit Payments
1985 - 2007

$5,000 -
$4,500 - @ Member Contributions |
: B Employer Contributions o

$4,000 | B Benefit Payments
__$3500 == — o .
2 $3,000 - . | N
o :
— $2’500 L R N B B N
£ :

I= $2,000 I T —— I . . [ e
~ $1,500 |- SEEES— ... - | I
$1,000 5 oo o IiEEEEEEE
$500_§ ______ . | —________..

$0 -

R L L - L L L L (VA (LIPS L\




Retirement System Revenue

* NYSTRS has 3 sources of revenue:
. Member contributions
- Employer contributions
- Investment income

20



Distribution of Revenue

» Total NYSTRS revenue over the
past 20 years broken down as:

. Member contributions 2%
- Employer contributions 9%
. Investment income 89%

21



Over the Last 20 Years:
1987-2007

Employer Contributions
$10.7 billion

Benefit Payments
Paid Out
$46.0 billion

Member Contributions
$2.5 billion

Market Value of assets has grown
over four times during this period.

22



Employer Contribution Rate

25.0 — — = —_— e s

23. 4B“f
20.0 - S

15.0 -

10.0 -

Percent of Pay

5u L =

C'D I =0 —1 - 0 | F T 1 T 1 | T T T T T T ]

O V Q XV D © NeJ O v o

@%@“‘q‘b@@o@@@@@%@%@@%
*Estimated Salary Year




The Retirement Funding Equation
> 1 1 D 1« I
O TI|I—DTILC

C= Contributions

| = Investment Income

B= Benefits Paid

= Adminictratin ve Evnao ac

[ - 'BRA\Y 1 IIII II L] CALI L= /\ 'J I LR
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Investments




Overview

[ [

NYQTF\‘Q bas d upon capital market expect ‘_!gngj
“A‘ hAﬂL‘ : llllllllllllllll AAA“L ':l l“‘l
dL.rl.Udlldl aina casn 1now bUIIbIUCldUU”b recent tuna

performance, investment goals and risk tolerance.

Current vs. Target asset allocations: Compliance
with investment policy, impact of fund performance.

Capital market expectations: Short and long term.

ui---.-.-u-h_-.l-. — -

Appropriate Target asset allocation:
Investment goals and risk tolerance.
Asset classes for inclusion.

Special considerations - asset class limits, im

capacity constraints.
Rebalancing discipline.

Source: Callan Associates, Inc.; July 25, 2007
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C

O
=g
(=
.
n

by

Expected

mlle

Actual vs.

11
25%1
20%%a
15%
0%
5%
%%
-5%
-10% /
12 Months Ending Three Years Ending Five Years Ending Ten Years Ending
e Vel W TiT)t] el E N TiTitd M 1 MNaune=t V% M1 MY
U IS LU0/ UNIL LU0 7 UM I LU0 S UNIL LU/
20.8% 15.3% 14.1% 12.8%
8.2% 8.0% 8.5% 8.4%
: -4.4% 0.7% 2.9% 4.0%
2 Actual Return 13.3% 12.2% 9.8% 9.5%
& Benchmark Retu m‘ 11.9% 11.0% 9.0% 8.9%
Diff Actual from Expected 5.1% 4.2% 1.3% 1.1%
Diff Actual from Benchmark 1.4% 1.2% 0.8% (.6%
nﬂnrhrﬁnrl( Custom Blended Custom Blended Custom Blended Custom Blended

Source: Callan Associates, Inc.; July 25, 2007
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Five Year Period ending 3/31/2007

0%
20%{"
+1 Std Dev
10% 1" Expected
=1 Sid Dy
0% 1"
-10% 4 - 4
Domestic International
Equity Equity Real Estate Private Equity
+1 Std Dev 17.0% 19.5% 15.4% 25.2%
Expected Returns 9.3% 9.9% 8.0% 14.0%
-1 Std Dev 1.6% 0.3% 0.6% 2.8%
> Actual Return 7.6% 15.2% 20.0% 19.9%
& Benchmark Return 7.0% i5.8% i5.6% i1.3%
Diff Actual from Expected -1.7% 5.3% 12.0% 5.9%
Diff Actual from Benchmark 0.0% -0.6% 4.4% 8.6%
Benchmark Blend EAFE Blend S&P 500 + 5%

Source: Callan Associates, Inc.; July 25, 2007



Ten Year Period ending 3/31/2007

30%
20% ] __
+1 Std Dey
10%1{] : o
Expecied
] - :
0% e | St Doy —————— = = —_—
- 1109 - — — = —— — e
Domestic International
Equity Equity Real Estate Private Equity
+1 Std Dev 14.5% 16.8% 11.6% 20.1%
Expected Returns 8.2% 9.8% 7.8% 12.2%
-1 Std Dev 1.9% 2.8% 4.0% 4.3%
5 Actual Return 8.9% 8.3% 15.7% 16.4%
& Benchmark Return 9.0% 2.3% 13.4% 13.2%
Diff Actual from Expected 0.7% -1.5% 7.9% 4.2%
Diff Actual from Benchmark -0.1% 0.0% 2.3% 3.2%
Benchmiaik Blend EAFE Blend SE&P 500 + 5%

Source: Callan Associates, Inc.; July 25, 2007
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Five Year Period ending 3/31/2007

15%
10% +1 5t Dy
5% ] Expected | —_—
e
=1 Std Dev
i 9
0% 1
LA . FEL. . PEIRE——._N =, O v
Domestic
Fixed Mortgages Cash Equivalents
+1 Std Dev 8.0% 8.9% 3.8%
Expected Returns 5.8% 6.3% 3.5%
-1 Std Dev 3.5% 3.6% 3.2%
% Actual Return 5.4% 8.0% 2. 7%
@ Benchmark Return 5.4% 6.3% 2.1%
Diff Actual from Expected -0.4% 1.8% -0.8%
Diff Actual from Benchmark 0.0% 1.8% 0.6%
Benchmark LB Aggregate LB MBS iMoneyNet Fund

Source: Callan Associates, Inc.; July 25, 2007



Ten Year Period ending 3/31/2007

15%
p = =
10% 1 +1 Std Dey
Expected - : — —
5% 1 | E
ﬂ%-";_ B - o
5 L—— = . ——>
Domestic
Fixed Mortgages Cash Equivalents
+1 Std Dev 9.7% 10.2% 4.5%
Expected Returns 6.5% 7.0% 4.0%
-1 Std Dev 3.3% 3.8% 3.5%
® Actual Return 6.7% 8.3% 4.0%
€  Benchmark Return 6.5% 7.4% 3.4%
Diff Actual from Expected 0.2% 1.3% 0.0%
Diff Actual from Benchmark 0.2% 0.9% 0.6%
Benchmark LB Aggregate LB MBS iMoneyNet Fund

Source: Callan Associates, Inc.; July 25, 2007
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Recommended Taraet Po

rtfo

)

Current Portfolio Recommended Rebalancing
3/31/07 Target Range
Domestic Equity 54.3% 46% 36 - 56%
International Equity 12.8% 15% 11 -19%
Real Estate 9.1% 8% 4-12%
Private Equity 4.0% 5% 2-10%
Total Equity, 80.2% 74%
Domestic Fixed 11.8% 18% 11 - 25%
Mortgages 51% 8% 5-11%
Cash Equivalents 2.9% 0% 0-5%
Total Fixed Income 19.8% 26%
Expected Return 8.2%
Standard Deviation 12.6%

Propose increasing the target allocation to international equity from 10% to 15%, taking 5%
from domestic equity to fund the increase.

Consider broadening the international equity opportunity set to include a strategic exposure to
emerging markets and Canada where appropriate and in a manner that recognizes the cost of
transition and the potentially more volatile pattern of returns in emerging markets.
Corresponding changes would be made to the rebalancing ranges to incorporate new targets.
Consider widening the rebalancing ranges around real estate and private equity to keep from

forced rebalancing in these illiquid asset classes.
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Future Activ

ties

(D

+ Continuous review of NYSTRS asset allocation program and its
impiementation.
* Consider plan factors such as:
Asset liability management
Cash flow needs (retiree benefits approximately $5 billion per year)
Size of fund
Funded status of the plan
Risk measurement and tolerance (e.g. risk management)
Current market conditions.
« Staff and Callan will continue to work to develop investment policy and

to review opportunities to invest plan assets in a cost effective and
efficient manner that also recognizes the unique challenges faced by

AMVOTRDO
NTO I MY,

Source: Callan Associates, Inc.; July 25, 2007
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Total Market Value
(Invested Assets):

‘-J'u! rre- |t AS F\
As of March 31, 2007
_ Mortgages
/ 5.1%
.-’;
{ r_'f.:ash
/ 2.9%

~ 11.8%

__ Private Equity
4.0%

Int'l Equity

49 00f
T /O

$ 99.9 billion

~ Domestic Fixed

34



New York_ State Teach

Thomas K. Lee
Executive Director

10 Corporate Woods Drive
Albany, New York 12211

WWW nyqtrs org
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CPp

e CPP Investment Board

Meeting with

Research Institute for Policies on Pension &
Aging

Toronto, Ontario
September 8, 2008




Agenda

> Introduction/Overview

Babak Abbaszadeh, Director — Stakeholder Relations and
Sterling Gunn - Vice President, Portfolio Design & Investment
Research

> Real Estate Overview
Graeme Eadie - Senior Vice President — Real Estate

> Private Investments Overview
John Breen - Vice President and Head of Funds & Secondaries

> Public Markets Overview

Christian Dery — Senior Portfolio Manager and
Aleksander Weiler — Senior Portfolio Manager

. Q&A

R CPP
2 . INVESTMENT
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CPPIB Overview

« Ten years after the CPP reforms
0 International attention for the CPPIB model

I'\I

e Delivering on our investment mission

N S R A e Ll e i e SO e s A i et e SN0 ol o m IR et Y L N i 50 U TS 2 S b A i S B S S RN
L0 | CPP
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Canada Pension Plan crisis

By the mid-'90s, it was clear that the changing
demographics would make funding unsustainable

« In 1966 there were 6.5 workers for every retiree
« By 2025 only 3 workers for each retiree

Dependency Ratio (Ratio of 20-64 to 65+)

CPP

U7, | INVESTMENT

Copyright @ 2008, Canada Pension Plan Investment Board. Al rights reserved. B BOARD



Crisis >

Federal
and
Provincial
Ministers
took bold
action

| CPP
5 % INVESTMENT

Copyright @ 2008. Canada Pension Plan Investment Board. Al rights reserved. BOAR.D
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Our governance found

A

4

R, | CPP
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Our governance founda

| CPP
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™ e T “'_“h,

. vioks Ve & / - f ) _
International recognition for our gov gff‘anc&h ode

« "Maximum strength” governance model supports
our global investing

e Sovereign Wealth Funds and our concerns about the
threat of protectionism

» International recognition for our investment-
only objectives and transparency

« OECD Paris, International Monetary Fund,
U.S. Congress

oECD ({ @

cpPP
9 g INVESTMENT
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o Our fiscal 2008 results within long-term risk/return
parameters

o Generated an additional $5 billion above the
benchmark over the last two fiscal years

e Fiscal 2008 - delivered on our mission and created

B 0t S Sl B e e St e L

value for Canadians

o Chief Actuary: The CPP is sustainable at current
contribution rates throughout the 75 years studied
in his report.

: CPP
10 INVESTMENT
\] ts reserved. BOARD



1. CPPIB Risk Management Framework and the Total
Portfolio Approach

e e e e o | T R e e e g e o o e e e T o T o s M SR i) o e e e e Ry SR e e ]
£ | CPP
) & | INVESTMENT

o

o L
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Many Economic and demogra

Unwanted change
in contribution rate
or benefit level:
“Adjustment Risk”

~ Investment Returns Economics Demographlcs
(default-free rate, (wage growth, (fertility, longevity, etc.)

equity risk premium, inflation, etc.)
active return, etc.) _

rb\.— /i:’_‘ | CPP
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CPPIB Investment mandate dictates rlsk-retu;i;-foé(cus

-

e TN

CPPIB Mandate

Operational Insights

Investment Management
Implications

Assist the CPP to meet
its obligations

by:

a) maximizing return,
without undue risk of
loss, and

affecting CPP funding.

CPPIB investment mission:

b) having regard to factors

design and implement
investment policies that
help reduce the risk of
contribution rate increases
and/or benefit reductions.

Requires a starting equity
exposure of 60 to 70%,
and actively manage assets
to increase returns.

Understand and take into
consideration how
demographics and economic
factors affect CPP funding.

Need to measure how
alternative investment
policies affect “adjustment
risk”.

Need value-at-risk criteria,
processes and tools to avoid
undue risk of loss.

Need a custom long-horizon
asset-liability model.

R e e g} e e O e e e e e e N A e e T e [ S B S e S PR

Copyright © 2008. Canada Pension Plan Investment Board. All rights reserved.
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Long term investment success contrlbut:.;:s to (;P?
sustainability &+

sfeduces Impact of Investment Returns on Sustainable Rate
contribution
rate by 25 basis
points A 50 basis point

improvement in our

9.90 - —_ investment

returns...

ContributioN

Rate (%)

0 4.0 R T T 4.5

Real Return (%)

; CPP
14 o L | INVESTMENT
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To be clear... @# -\/ 7

CPPIB is not accountable for maintaining the 9.9%
contribution rate and cannot guarantee a 4.2% real rate of
return — factors beyond our control will largely determine
whether these public policy objectives are achieved. The
Stewards understand this - that is why they established a

three-year review process and a “fail-safe” adjustment

mechanism.

However, the CPPIB is accountable for implementing
investment policies that it believes will mitigate the risk of
plan adjustments, subject to the “risk of loss” tolerance
expressed by the stewards. This is clear from the wording of
our mandate, and the risk preference stated in the 1997
federal-provincial agreement that created the CPPIB.

~ | CPP
15 - INVESTMENT
BOARD
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o

Viable strategy of investing in low-cost,
low complexity, broadly diversified, public
market indexes

Acceptable degree of asset-liability
mismatch — currently 65/35 equity/debt

Risks: market

Copyright © 2008, Canada Pension Plan Investment Board. All rights reserved.

* Allow additional assets to be “put at risk”
to earn additional returns from active
management

* Amount of additional “assets at risk”

controlled by active risk limit — currently
600 bps, at 90% VaR over one year

& Risks: market, alpha, credit, liquidity /

R0 | CPP
17 S | INVESTMENT
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Our investment strategy

' Take Advantage ef_CPP'_I'B_"eUh'i'q'ue Situation
| Core Elements
Capture Attractive Sources of Alpha v;‘;'u‘;‘fﬁﬁ;g
— , U— — Strategy
Bui_l_d a Better Beta Portfolio -
it ~N
" CPP Reference Portfolio
Necessary
‘ Asset-Liability
T e Mismatch
Net Liabilities owned by
Stewards
J

,Mh \ CPP

18 U7 | INVESTMENT
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CPP Reference Portfolio is 100% Indexed: f
Low Cost, Low Complexity Strategic Allzernatné /

.....

Low cost, low complexity diversification

Embodies return requirement and systematic risk
exposure envisioned by federal-provincial stewards

. Partial tilt to CPP net liabilities

Canadian
Easy to understand by stakeholders

A viable strategic option

Easy to evaluate management decision-making

CPP
19 S, | INVESTMENT
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Opportunities for adding value

We design our portfolio to gain exposure to beta sources, sources that tend to
move with the ups and downs of the broad market.

Private | Canadian Nominal Corporate
equity funds | equity bonds Bonds

(AEEE - BEEE

Private Emerging rnarikets Foreign Canadian . Real Estate
Debt Funds equity !

Infrastructure
funds

____________________________________

We also pursue value add through advanced investment strategies, requiring
skillful people and an organization with the capacity to effectively execute these

strategies
F’n\lrate.Eqth Active Equity cquntry R‘elatlor?shlp Risk arbitrage
Principal investing  currency selection Hedge funds investing

« N Y 8 B 0 PR R

) Tactical asset ’ ;
Active ILBs Long - short alleatian Private equity — Real estate —

equity security selection property selection

n | CPP
20 : INVESTMENT
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Monthly CPPIB Investment Portfolio Re

CPP Investment Portfolio Monthly Returns
FY2007 and FY2008

CPP Investment Portfolio

A i [ pe— Reference Portfolio
—_— Active Returns

Returns

Month

Reference Portfolio is the principal driver of total fund risk

L0 | CPP
21 SN | INVESTMENT
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Long-term investment success — should-* |
rewards to market risk and active risk /...,_

Market Risk Rewarded
as Expected

Yes No
Market Risk x
BT g Active Risk W
T8 >
Sm
s 3 Unlikely Success
x @
%8
o S :
2 Market Risk v
<8 Active Risk

No

Probable Success

e CPP
22 74, | INVESTMENT
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Overview

The CPP Investment Board (“"CPPIB") is a Toronto-based

What is the CPP corporation responsible for investing Canada Pension Plan
Investment contributions that are not currently required to pay benefits
Board? - As a net recipient of cash until 2022, CPPIB is currently benefiting from a

unique and valuable period during which no investment income is needed to
help pay CPP benefits

The Canada Pension Plan ("CPP”) is Canada’s national social

What is the security plan
Canada Pension - Over 16 million Canadians contribute to and benefit from the plan each
Plan? e

Arm’s length CPPIB is governed and managed independently of the CPP and at
from government arm’s length from the government

- Independence from government in making investment decisions is critical to
our success and to public confidence in our organization

. | CPP
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CPP Investment Board

» Formed in December 1997 6%

M Public Equities

B Bonds & Money Market

» One of the largest and L%
fastest growing institutional -
investors in the world

S1% W Private Equities

™ Infrastructure

» Global investment mandate 30%

" Real Estate

B O rtrolio Size

» Total plan assets of C$127.7
bi I l io n 250 In C$ Billions 250

>» The fund is expected to grow =
to: 150.0

150

127.7

116.6

» C$150 billion by 2010 i

» C$250 billion by 2016 = I I I I I

2003 2004 2005 2006 2007 2008 2010 2016

|
|
a
P
|
!
|

R0 | CPP
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CPPIB Portfolio Evoluti

» The portfolio has evolved from a predominantly passive fixed income
portfolio to a more actively managed portfolio that includes investments in
public equities, private equities, infrastructure and real estate.

2000 2004 2008

1%
7% 3% 1% 0
o o 3% 6%

43%
51%
93%
B Public Equities B Bonds & Money Market W Private Equities = Infrastructure " Real Estate
X | CPP
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International offices

& London
oronto o =il

@® (Open)
Hong Kong

® (open)

Private Investment (2008) and Real Estate (2008) teams
in each new international office to enhance relationships
and ensure transaction responsiveness

e e L B e T e e S T b S S g L e
20 | CPP
A
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Real Estate Investments

» CPPIB began investing in real estate in 2004, forming a
dedicated team in 2005

» The Real Estate Investment Group currently has 24
experienced investment professionals

e 2 regionally focused transaction teams

« Americas

« International

» Real Estate Portfolio comprised of C$9.1 billion in assets

% | CPP
28 5™ P | INVESTMENT
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Real Estate Portfolio Eve

» The real estate portfolio
has seen significant 10,000
growth in assets and
commitments over the

8,000 7,052
6,000 5,029

C$ Millions

last 3 years #000
, D
2005 2006 2007 2008
@ Asset Carrying Value @ Total Commitments
100%
» The portfolio is being 50%
actively diversified -
geographically oo
20% :
0% — e L..---‘..E
March '05 March '06 March '07 March '08
CPP
29 INVESTMENT
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Current Real Estate Po A
i o

8%
m Office
» The portfolio spans all major = Retail
property sectors, particularly 1% e hi
office and retail.
= Residential
™ Other
3%
9%
» International reach is i m Canada
continuously expanding. mUs.
44%
2004: Canada & U.S. only mUK.

= Continental Europe

2006: Germany added
2007: China, Australia and Mexico added

= Asia Pacific

>
» 2005: U.K. and France added
>
>

= Latin America

16%

*Compositions based on equity exposure values (equity carrying values + unfunded commitments)
L0 | CPP
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»Selected Partners: Americas

EoHOOKIIELD TheMGroup’ RIO*CAN

ASSET MANAGEMENT REAL ESTATE INVESTMENT TRUST

- Ij HAWKEYE

oxX f ord ey 00 BT RERS

FOR THE GREATER GOOD"*

»Selected Partners: Internationaﬁl

w ING & LASALLE |
estﬁe&{ bl EERATE INVESTMENT MANAGEMENT' DEXUS
LTS P acn ] msanen a
Morgan Stanley NEE T URUYED. h Henderson Group

R0 | CPP
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Key Investments: Internatic

» International investing began in earnest in 2006

» Joint Ventures

e £355 million acquisition of London offices in partnership with ING (2006)

e £255 million acquisition of major UK shopping centre in partnership with
Henderson (20(?7) . ?

» Funds
e MSREF VII Global (US$400 million - major investor)
e Blackstone Europe Fund III (€200 million - large investor)
e MGP Asia Fund IIT (US$300 million - joint largest investor)
» Dexus Wholesale Property Fund (A$200 million - major investor)
» Prologis European Fund II (€400 million - second largest investor)
» Westfield Shopping Centre Fund (£185 million - joint largest investor)
e Henderson Shopping Centre Fund (£150 million - largest investor)
e LaSalle UK Ventures Fund (£75 million - largest investor)
 LaSalle German Income & Growth Fund (€110 million - joint largest investor)

R e e s e T e B PRI gl L) A O R N e S T

ARon | CPP
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Key Investments: Americas > N\

» North American investing began in earnest in 2005

» Key Joint Ventures

e C$1 billion purchase of a 50% interest in Oxford Properties’ national office
portfolio

» Invested approximately C$1 billion via a “public to private” transaction, for a
50% interest in 24 office assets in a partnership with Brookfield

e US$300 miilion investment in a joint venture with TIAA-CREF that wiil invest in
Class A office properties in the United States

» Funds

e US$250 million in Brookfield BREF II
e US$300 million commitment in Blackstone Real Estate Partners VI
e US$200 million investment in TIAA-CREF Core Property Fund

o US$150 million investment in ING Lion Mexico Fund

7 e US$150 million investment in ProLogis Mexico Fund I
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Investment Approach / Objectives S
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> Optimize Risk-Adjusted Returns

» Significant flexibility in terms of investment geography,
investment style and leverage strategy

» Open to any tax efficient and cost effective form of real
estate exposure (direct ownership, joint ventures, funds, REITs)

> Build Effective Local / Global Partnerships

» Relationship scalability is key
e Multiple markets / investment vehicles / product types
e Access to research
e Direct / JV relationships

» Effective alignment of interests
e Significant co-investment from manager / partner
e Pay for performance, not transactions

O e e e ey S e e e e S o e e e sy e ey e
= 93 CPP
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Biographies

Graeme Eadie
Senior Vice President, Real Estate Investments

Graeme is responsible for leading the investment team managing the real estate portfolio.

Prior to joining the CPP Investment Board in June 2005, Graeme served as chief financial officer
of two large publicly traded companies in the retail and manufacturing sectors, and chief
operating officer of Cadillac Fairview. Graeme is a seasoned senior executive with more than two
decades of experience.

Graeme earned his B. Comm. and M.Sc. (Business Administration) degrees from the University of
British Columbia.

Wenzel R. B. Hoberg
Vice President, Real Estate Investments

Wenzel is responsible for CPPIB’s international real estate investments and asset management.

Wenzel has over 10 years of real estate investment experience gained from the rapid progression
of increasingly senior positions including Head of Global Acquisitions at German open ended fund
manager Commerz Grundbesitz Investment GmbH and Head of Asset Management for the
German shopping centre developer mfi Management fiir Immobilien AG. He holds an executive
post-graduate degree in Real Estate from the European Business School and a Master of Science
(Real Estate) from the University of Wisconsin.

Wenzel is a Professional Member of the Royal Institution of Chartered Surveyors.

WaSyghal CPP
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Biographies

Martin Healey
Director, Real Estate Investments

Martin’s primary focus is the implementation of CPPIB’s international real estate strategy.

Prior to joining the CPP Investment Board in September 2005, Martin held a variety of
investment underwriting, transaction execution and relationship management roles with Royal
Bank of Canada, RBC Capital Markets, the Archon Group and Capstone Advisors. Martin’s
business career has included periods in the UK, the United States and Canada.

Martin earned his B.A. (Honours) from the University of Strathclyde in Glasgow, Scotland and his
MBA (with emphasis in Real Estate) from the University of California at Berkeley.

Marco Ding
Portfolio Manager, Real Estate Investments

Marco’s primary focus is in assisting the group’s senior professionals in the implementation of
CPPIB's international real estate strategy. In this role, Marco participated in the underwriting of
over C$1.5 billion in real estate investments in both Canada and internationally, including CPPIB's
first real estate investment in China.

Prior to joining CPPIB in September 2005, Marco spent a number of years in investment banking
where he was actively involved in IPO and M&A mandates in both the energy and real estate
sectors.

Marco holds an HBA from the Richard Ivey School of Business at the University of Western

Ontario. ‘
“
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Contact Informatioc

Graame Eadie
Senior Vice President -
Real Estate |nvestments

CPP
INVESTMENT
BOARD

Canada Pension Plan Investment Board
One Queen Street East, Suite 2600
F.O. Box 101

Toronto, Ontario MSC 2W5

Toli Free 1 866-557-9510

Telephone 416-863-4022

'Wenze| R. B. Hoberg, Ms, MRICS
Vice President -
Real Estate Invesiments

CPP
INVESTMENT
BOARD

Canada Pension Plan Investment Board
One Queen Street East, Suite 2600
P.O. Box 101

Toronto, Ontario M5C 2W5

Toii Free 1 866-557-5510
Telephone  416-B68-B579

Facsimile 416-863-5046 Facsimile  416-868-5046
Www.cppib.ca geadie@cppib.ca ‘www.cppib.ca wheberg@cppib.ca
CPP i i ,TH_""'{T(T‘ CPP
INVESTMENT U5 | INVESTMENT
BOARD 5 BOARD
Martin Healey Canada Pension Plan Investment Board Marco Ding Canada Pension Plan Investment Board
Director - Ore Gueen Street East, Suite 2600 Portfolio Manager One Queen Street East, Suite 2600
Real Estatz Investments 0. Box 101 Real Estate Investments PO, Box 101
Toronto, Ontario M5C 2W5 Toronto, Ontario MSC 2W5
Toll Free 1 866-557-9510 Toll Free 1 B66-557-9510
Telephone  416-868-5085 Telephone:  416-B68-5089
Facsimile 416-868-5046 Facsimile:  416-868-5046
| www.cppib.ca mhealey@cppib.ca www.cppib.ca mding@&cppib.ca
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"CPP Investment Board is
one of the largest and
fastest growing institutional
investors in the world”

Rn | CPP
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Overview

The CPP Investment Board ("CPPIB”) is a Toronto-based

What is the CPP corporation responsible for investing Canada Pension Plan
Investment contributions that are not currently required to pay benefits
Board? - As a net recipient of cash until 2022, CPPIB is currently benefiting from a

unique and valuable period during which no investment income is needed to
help pay CPP benefits

The Canada Pension Plan ("CPP”) is Canada’s national social

What is the security plan
Canada Pension - Over 16 million Canadians contribute to and benefit from the plan each
Plan? i

, CPPIB is governed and managed independently of the CPP and at
Arm’s length arm’s length from the government

from government - Independence from government in making investment decisions is critical to
our success and to public confidence in our organization

_ CPP
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Assets expected to reach- C$ 0

CPPIB assets under

management
250
C$250B~ /
2.1x Private Investments
200
/ Current Private Investment
assets:
150 - o Exposure: C$30 billion

« Invested: C$16 billion

119

Allocation to Private Investments
expected to grow considerably

100

50

Note: CPPIB assets and private investment amounts as at December 31, 2007;
2007 20 1 1 E 20 1 6E exposure comprised of invested assets and unfunded commitments

L. | CPP
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: "The CPP Investment Board...plans to start playing an activist role in the
.THE GLOBE AND MAIL markets...we'll now bring a private equity approach to public markets ”

corporate “The driver behind the activity is the fund's rapid growth and the
fln?UI;Ckng increasing sophistication of its board ”
ET FINANCIAL TIMES "CPPIB, along with several other investors, made a £2.2bn takeover bid for
World business newspaper AWSG,...one of the largest water companies in the U
NATIONAL-POST "CPP Investment Board expands team by hiring experienced managers”
D "CPP Investment Board, ING Real Estate buy two prime London office
w - buildings”

FT FINANCIAL TIMES "For the CPPIB, tapping into infrastructure investments is part of a

World business newspaper diversification strategy designed to boost asset growth”
"CPP Investment Board is moving from its roots as a passive investor to take
.JHE GLOBE AND MAIL an active role in companies”
- CpPP
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CPPIB is organized into three broad. in

%“fg
Public Markets / Private \ =
Investments

Mandate:

Make all of CPP
Investment Board’s
private investments

globally (excluding real
estate) that out-
perform comparable

alternatives

passive public

43
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Four distinct groups within Private Inyﬁ/{%tfnegths*

K

Private Investments

Mark Wiseman
Senior VP - Private Investmenis

L P 1 ,

—
{
—_
—
L
A |

Commitments to Co-sponsorships & Direct and indirect In development
buyout funds, co-investments in investments in global
secondary and private equity infrastructure assets
distressed funds transactions - Often working in
Particular focus on - Investments concert with strong
large and middle undertaken consortia of
market buyout alongside General partners
funds Partners

R0 | CPP
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Global offices to suppor&actpfﬁ‘ie;‘n -

London
Toronto ®

Hong Kong
[ ]

Private Investment teams in each office to enhance
relationships and ensure transaction responsiveness

. CPP
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Overview: Funds e L

Description:

Geographic
focus:

Investment
size:

Investment
criteria:

Mandate:

Commitments to buyout funds, secondary funds, distressed funds
and venture capital funds-of-funds
- Particular focus on large and middle market buyout funds

Global

- Investments to date in North America, Western Europe and Asia with plans to expand
into other global markets

Minimum fund size of 500 million ($/€)

- Preferred fund commitment and secondary investments of 75 million ($/€) and up

Screening of potential investments based on various factors, including:

- Expectation of significantly superior performance relative to private and public
benchmarks

- Potential for strategic co-investment opportunities

Fund selection: Identification of, and commitment to, private equity
managers that are expected to outperform public and private alternatives
on a risk-adjusted basis

Relationship management: Responsibility to maintain and develop GP
relationships, including provision of single point of organizational contact

£ CPP
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United States Europe Canada
e Apollo e Lindsay Goldberg e Actera e Birch Hill
e Ares e Matlin Patterson o Advent e EdgeStone
e Blackstone e New Mountain e Apax e Tricap
e CCMP e Providence e Bridgepoint
Asia
e First Reserve e Silver Lake e Candover
e Friedman Fleischer e Thomas H. Lee e Cinven e Advent Japan
& Lowe e TPG e CVC e CITIC Capital China
* Hellman & e VSS  KKR Europe « FountainVest
Friedman
B T T e Welsh, Carson, e Magnum Capital e KKR Asia
. AUtk e PAI Partners e TPG Asia
Permira i
KRG Capital e . r 'F. Secondaries
! e Terra Firma
e KSL Capital e Coller Capital
e Lightyear Capital e Goldman Sachs
. A ) ] e Partners Group
CPPIB maintains relationships with _
Paul Capital
over 50 general partners around the
world
CPP
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Description:

Geographic
focus:

Investment
size:

Investment
criteria:

Objective:

Principal investment capabilities in secondary transactions

- Focus on opportunities that leverage our inherent information and relationship
advantages embedded in our platform

Global

- Primary focus on North America and Western Europe

Prefer transactions with equity investments of 75 million ($/€) or more

Minimum investment of 20 million ($/€) for single fund interests

Fund Secondaries - transfer of an existing limited partnership
Direct Secondaries - creation of a new limited partnership

Sourcing of secondary transactions: Identification of secondary investment
opportunities leveraging the relationships within our funds and principal activities

Execution of secondary transactions: Evaluation and investment in
secondary private equity opportunities expected to outperform public alternatives on a
risk-adjusted basis

: CPP
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Seasoned secondary investor .

Fund Secondaries Direct Secondaries

House

Advent International
EQuITy

GLOBAL PRIVATE

CCMP__

KER MIDQGEAN

HELLMAN & FRIEDMAN LLC

Permira

Over $2.5 billion invested in secondary opportunities

JPMorgan £

-

A0 | CPP
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Funds and Secondaries: Valueﬁpr09<{§i‘c|og‘k e

Significant and rapidly growing pool of capital with long-

S HRRicant capiial term investment horizon

Experienced
professionals

Experienced investment, fund and secondary investing
professionals

Proven and flexible investment process, with ability to move

Execution speed rapidly, based on partner/transaction requirements

Secondary principal
capabilities

Seasoned and experienced secondary investor with principal
capabilities

Principal investing
capabilities

Dedicated Principal Investing team with a global co-
investment, co-sponsorship and reciprocal sourcing mandate

vV VVY

% CcPP
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Overview: Principal Inves
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Description: e Co-sponsorships and co-investments in private equity transactions

- All investments undertaken alongside General Partners with whom we have an
established relationship

Geographic e Global

focus: - Primary focus on North America and Western Europe
Investment e Minimum investment of 20 million ($/€); no pre-determined maximum
size:

e Target investments of 200 to 500 million ($/€); ability to underwrite
significantly more

Investment e Expectation to out-perform relevant public benchmarks
Criteria: e Governance commensurate with status in transaction
Objective: e Become ‘smart partner’ for our GPs: Establish long-term strategic

relationships with select number of private equity funds, positioning CPPIB
as smart co-investor and/or co-sponsor partner

o Identify Canadian buyout opportunities: Leverage Canadian network to
source proprietary buyout opportunities for CPPIB and our fund partners

Bl L 2 ol Rl A R 3l e T e e e L A o T S S T
’ CPP
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Principal Investing: Value prﬂ/gﬁsi;p

N
)

Significant Significant and rapidly growing pool of available capital
‘available’ capital with long-term investment horizon

Board and senior management understanding and appreciation
of program with demonstrated track record of approving large
scale private investments

Organizational
experience and
commitment

Execution efficiency

flexible investment process, with ability to move

a
based on partner requirements

Dedicated principal investing professionals with significant deal and
industry experience

Experienced
professionals

Pure alignment with performance expectation and timing of
General Partner requirements

Alignment of interests

Ability for GP to preserve proprietary relationships with portfolio

Friendly’ partner companies including ‘lead’ status in deal

VvV VY

K CcPP
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Wide range of prinqpalg_w

United States

Technology
& telecom

AVAYA asurion

Our passion is your peace of mind™

Consumer
products &
services

<> UNIVISION

DOLLAR
GENERAL

REALOGY

EABD IO N

Alliance
(. Boots

Kerliner T Feitung

Katsastus

Commercial
products &
services

PEcls
e

nielsen

.........

PAVIO

AW!\S: B

Copyright @ 2008. Canada Pension PI;

BONDDESKGROUP

B2 Noble

IVIRONMENTAL POWER

r1Legacy

Hospital Partners, Inc.
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"As we think about private equity, really any company,

e I B S mem m e o o ame o o e e Nl R el

any sector, any geography is a potential for us”

David Denison
President and CEO, CPP Investment Board

e e e e e e e st e o e e R e ]
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2007 highlights ¢ Sl

o 2nd fyll-year of operation BCE Case Study Bell
. - ) e Largest incumbent
e Detailed diligence on over 56 credible telecommunications provider in

opportunities Canada

- Underwrote 5 bids across the US, Canada - TEV over $50 billion
and Europe for average of over $650m in - Valuation and performance
equity per transaction consistently lagging peers

e Engaged external advisors for
outside-in diligence almost 12
months prior to culmination of
sale in July 2007

e Multiple ‘friendly’ approaches to
the company and negotiations
with stakeholders before
company forced into sale process

e Submitted binding bid, with
approval to underwrite over
50% of the equity

e Worked with over 23 different GPs and e Disciplined bidding enabled

strategic partners competing consortium to win
auction process

e (Closed on 14 transactions
- Over $2 billion invested

- Range of $35m to over $300m per
transaction

e Team development

- Capacity to work on multiple simultaneous
transactions

CPP
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Overview: Infrastructure. </ .

Description:

Geographic

LR e ]

Investment
size:

Objective:

Equity investments in significant global infrastructure assets

- Initial focus on lower risk assets with low technology replacement risk, minimal
substitution risk and strong regulatory / concession environments

Transmission and distribution of electricity, water and gas
Toll roads, bridges, tunnels, airports, ports

Global

- Initial focus on Narth America and Westarn Eurone

WD W e Jiau VOOLTI I i VT

- Ability to expand to other markets on an opportunistic basis

Near term target of C$300 - $600 million equity participation per
transaction, working in concert with strong consortium of partners

Ability to invest more than C$1 billion in a single investment for select
assets

Acquire significant interests in global infrastructure assets that will
outperform comparable public market investments

- Often partnering with leading financial, strategic and/or institutional investors
Add long term assets to the portfolio

- Investment horizon of 20-30 years
- Ideally with real return characteristics

W CcPP
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Significant capital

Long term

investment horizon

Disciplined, smart
partner

Flexibility in
investing approach

Total return
orientation

Copyright @ 2008. Canada Pension Plan Investment Board. All rights reserved.

Ability to provide substantial amounts of capital, with
the expectation of being able to commit large sums of
long-term equity (C$1 billion+) to selected transactions

Ability to hold equity positions for long periods of time
(more than 20 years)

Quick decision-making processes coupled with a disciplined
approach to assessing potential investments

Willing to work with financial, strategic and institutional
partners

Ability to focus on total return rather than yield due to lack of
immediate cash flow needs

: CPP
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Direct infrastructure invﬁeﬂétn}
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0 WALESRWEST
UTILITIES

June 2005

UK Gas Distribution

£66 million
for 17% interest

-
June 2006

Electricity
Transmission in
Chile

US$355 million
for 27% interest

December 2006

UK Water and
Sewage Utility

£500 million
for 32% interest

Media / Broadcast
France, Germany

US $35 million
for 2% interest

Partners: Partners: Partners: Partners:
Macquarie, IFM, Brookfield and two Colonial First State, TPG, CDP, Axa,
AMP Capital, other Canadian IFM and 3i Group Charterhouse
Challenger pension funds and others

and others

Note that announced transactions (including those with existing minority interests) are not shown.

e = L B e P T s e o e R e L U D T B e e e R R B D s A
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External Portfolio Ma nag

s Portfolio
Formal Due Diligence
Management

CPP
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External Portfolio Management — Sog;

« Three Sector Specialist teams are responsible for sourcing and
initial review

« Commodities, Multi Strategy, Macro
» Credit, Arbitrage, Fund of Funds
e Long short equity

« Resources allocated to Opportunistic investments are skill
dependent

« Portfolio Engineering team is responsible for the development
of technology infrastructure

« Technology infrastructure designed to enable Sector Specialists
to record and analyze qualitative and quantitative information

« Managers which pass initial review are classified as Tier 2
(approx. 400 managers)

e e e D e e S e T T i S e A e S e i)
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External Portfolio Management - rm78_fxl/ Due Diligen
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« Not a box checking exercise, requires fundamental understanding
of each strategy

- Deep due diligence across investment, risk, operational and legal
dimensions

» Heuristic approach to portfolio construction, not a backward
looking exercise

e Detailed risk decomposition of strategy and impact on portfolio
risks

« Leverage size and horizon to negotiate favorable terms

» Approval process overseen by professionals with deep market

experience
T o D e e L A e e T A D e S e e = A e e SRy
o CPP
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« Sector Specialists are responsible for in-depth monitoring of
strategies and managers

« No hard triggers for sizing managers, based on constructive
dialogue with each manager

rofile

Sl Sl s BB Tl

« Reasons for termination include changes in return profile,

personnel, documentation, investment process, operations,
regulations, asset size and risk exposure

- Performance and risk attribution systems allow detailed
monitoring of portfolio across multiple dimensions

« Focus on managing risks, not just measurement

« Constraints on risk and capital are continuously monitored and

portfolio is rebalanced accordingly

. | CPP
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External Portfolio Management —
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e Manager terminated due to weak portfolio construction
- Hired for security selection but spending risk on sector bets

« Worked closely with manager to improve portfolio optimization and control
sector bets

» Manager did not successfull

\.-l l L g el

c
!
g~

e Minor compliance problems

« Issue: Manager violated terms of agreement with outright short position

- Remedy: Flagged by internal compliance. Initiated discussion with manager.
Employee responsible for oversight was fired and controls tightened

- Issue: Manager acquired security on CPPIB restricted list

« Remedy: Flagged by internal compliance. Initiated discussion with manager
and controls tightened

0% CPP
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Biographies

Graeme Eadie
Senior Vice-President - Real Estate Investments

Sterling Gunn
Vice-President - Portfolio Design and Investment Research

Sterling is responsible for leading the Portfolio and Risk Analysis
team, supporting CPPIB asset liability modeling, investment
policies, strategic portfolio design, risk budgeting and risk
measurement.

Graeme is responsible for leading the investment
team managing the real estate portfolio.

Prior to joining the CPP Investment Board in June
2005, Graeme served as chief financial officer of two
large publicly traded companies in the retail and

He has over fifteen years of risk management experience in capital

manufacturing sectors, and chief operating officer of and energy markets. Prior to joining the CPPIB in 2004, Sterling
Cadillac Fairview. Graeme is a seasoned senior was a manager at Ontario Power Generation. Before that, Sterling
executive with more than two decades of experience. worked at a major Canadian-bank as a risk manager.

Graeme earned his B.Comm. and M.Sc. (business Sterling holds an MBA from the University of Toronto, an M. Sc. in
administration) degrees from the University of British Experimental Space Science from York University and a B Sc. in
Columbia. Physics and Applied Mathematics from the University of Toronto.

John B. Breen
Vice-President and Head of Funds and Secondaries

John leads the growth of global private equity fund activities in the Private
Investments Department.

John has more than 25 years of experience in corporate finance and private equity,
most recently as a Managing Partner of MWI Partners, a private equity fund based in
Toronto. He has also held a number of senior positions for CIBC in Chicago, New
York and Toronto, including his position as a founding member of CIBC Wood Gundy
Capital, a leading Canadian merchant banking operation. Mr. Breen has also served
on a number of Boards of Directors of both public and private corporations, including
AltaGas Income Trust, a Canadian energy services business. He has also been active
in charitable organizations such as the Foundation Fighting Blindness.

John holds a B.Comm (Honours) from Queen’s University.
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Biographies (continued) |

Babak Abbaszadeh
Director - Stakeholder Relations

Christian Déry

Senior Portfolio Manager and Team Leader
External Portfolio Management

Babak joined the CPP Investment Board in December 2006. He is
responsible for driving the overall stakeholder relations strategy
including overseeing the government relations program, building and
strengthening relationships with key external influencers and opinion
leaders, and public policy development. He also works closely with
the responsible investing team in the Public Market Investments Christian holds an MBA from the University of
area. Toronto, an honours degree in Economics from the
University of Ottawa and a CFA charter.

Prior to joining CPPIB in November 2004, Christian
worked at RBC Capital Markets with the institutional
bond desk.

Babak has extensive experience in public policy and stakeholder
relations in the public- and private sectors. Before joining the CPP
Investment Board, he was the Chief of Staff to the Minister of
Energy in Ontario and was formerly the Senior Policy Advisor to the

Minister of Natural Resources.

Aleksander Weiler
Senior Portfolio Manager
External Portfolio Management

Prior to joining CPPIB in August 2008, Aleks was most recently at Weyerhaeuser
Asset Management where he was responsible for sourcing, researching and
monitoring hedge funds, fund of funds, private equity, real estate and special
situations investments. Previous to Weyerhaeuser, he was a Vice President at
Tremont Capital Management with responsibility for recommendations for $4BN of
fund of hedge fund assets. He also spent time in a trading capacity at TD Securities
and RBC Capital Markets. More recently, he chaired the Working Group of The
Greenwhich Roundtable including authoring a paper on best practices in hedge fund
due diligence for fixed income and credit managers.

Aleks holds a degree in economics and history from Queen’s University and the CFA

designation.
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	EXECUTIVE SUMMARY
	PRIM faces a number of risks in undertaking its investment activities.  Risks, such as normal market volatility are generally unavoidable.  Some risks, such as investing in alternative investments or emerging markets, are knowingly assumed and are necessary to implement certain investment goals.  The objective of this document is to understand and highlight these risks and discuss the controls employed by PRIM to manage and monitor acceptable risk levels to ensure the PRIT Fund meets its long-term investment performance targets.

	SIGNIFICANT RISK AREAS
	1. General Investment/Public Markets Risks
	2. Asset Specific Risks
	The following summarizes the unique nature of these asset groups compared to traditional Public Markets Investments.
	4. PRIM Board Enterprise Risks



	Market Risk
	The risk of poor performance or other investment negligence by one or several of PRIM’s external investment managers.

	Operational Risk
	The risk of financial loss due to the impact on investment, derivative and debt holdings from significant movements in the credit market and significant credit and counterparty defaults. 

	Foreign Exchange Risk
	The risk of financial loss due to the impact on foreign currency denominated investments to significant movements in foreign currency exchange rates.
	The PRIT Fund is reliant on long-term investment assumptions and strategies that may be impacted by legislative decisions. Changes to the realization or fulfillment of these assumptions as a result of legislated actions may substantially impact the financial health and economic viability of the PRIT Fund.
	The risk of financial and reputation damage due to external managers’ and PRIM Board’s noncompliance with laws, regulations, policies and procedures. 
	The risk of financial and reputation loss to the PRIM Board and PRIT Fund due to the inappropriate structuring of contracts, investment vehicles, internal policies and other legally enforceable documents.
	The PRIT Fund is subject to financial loss due to incorrect valuations of investment positions in the portfolio. 

	Risk Category
	Risk Description
	Control (s)
	Occurrence
	1. Ongoing
	2. Every 3-5 Years
	1. Annual
	1. Ongoing
	1. Ongoing
	1. Ongoing
	1. Ongoing
	1. Monthly
	1. Ongoing
	1. Ongoing
	1. Ongoing
	1. PRIM’s custodian independently prices the public market portion of the portfolio on a daily basis. The Custodian uses reputable third party pricing providers to price the portfolio. A small number of securities (e.g. commingled funds) are priced by the managers. 
	2. The accuracy of the holdings and transactions is also assured through a detailed monthly reconciliation of the holdings by the external manager and custodian.  The items reconciled include securities held, number of shares, pricing and the overall value of the managers account. The reconciliation process helps to ensure the integrity and timeliness of the data used by PRIM during the monitoring process. The manager is contractually required to reconcile and agree with the custodian within a specified tolerance level on a monthly basis.

	Risk Category
	Risk Description
	Control (s)
	Occurrence
	Risk Category
	Risk Description
	Control (s)
	Occurrence
	Risk Category
	Risk Description
	Control (s)
	Occurrence
	Risk Category
	Risk Description
	Control (s)
	Occurrence
	Risk Category
	Risk Description
	Control (s)
	Occurrence
	1. Ongoing

	Risk Category
	Risk Description
	Control (s)
	Occurrence
	Control Area
	Control Area Description
	Control (s)
	Occurrence
	1. PRIM Board staff created and currently maintains a policies and procedures manual for the Board’s accounting and finance functions (PRIM’s Operational and Financial Reporting Policies and Procedures). The manual is periodically updated and reviewed by the Director of Finance and Chief Financial Officer.  The manual includes information related to the Board’s organizational structure, descriptions of staff responsibilities, and a clearly delineated chain of command and reporting structure. The manual also includes information related to PRIM’s general accounting policies; communications with PRIM participating systems; legal and statutory reporting; and Operating Trust Agreement, as well as a detailed description of finance staff accounting procedures.
	All PRIM Board operating expenses (management fees, consulting, payroll etc.) are reviewed by the Board’s CFO prior to the release of payment. Payments can be made via wire directly from a PRIT fund trust account (with two authorized signatures) or by check (with two authorized signers for payments in excess of $20,000). In all cases authorized signers on the accounts have no direct record keeping duties.
	Control Area
	Control Area Description
	Control (s)
	Occurrence
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