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Ohio Public Employees Retirement System

September 12, 2012

Bethany Rhodes, Director

Ohio Retirement Study Council
88 East Broad Street, Suite 1175
Columbus, OH 43215-3506

Dear Ms. Rhodes:

We are pleased to submit to you the required annual reporting materials regarding the
use of Ohio-qualified agents and investment managers pursuant to Substitute Senate Bill
133 (125" General Assembly).

The enclosed documents (comparing reporting periods July 1, 2011 to June 30, 2012,
and the baseline period of July 1, 2003 to June 30, 2004) represent the efforts taken by
OPERS independently, and also by the Ohio retirement systems collectively over the
past year to use Ohio-qualified agents and investment managers.

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

Sincerely,

7 /2, £ 2 5. -

Karen Carraher
Executive Director

c: Members of the Ohio Retirement Study Council
OPERS Board of Trustees
File
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In response to Substitute Senate Bill 133, the five Ohio retirement systems developed common
procedures to engage, document and report the use of Ohio-qualified agents and investment

managers.

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

The following section highlights results for the current period (July 1, 2011 to June 30, 2012) to
the baseline period (July 1, 2003 to June 30, 2004):

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

0o

)
O
o

Increase in dollars traded to $5.98 billion from $3.47 billion

Decrease in the percentage of total dollars traded to 27.69% from 44.34%

Increase in dollar amount of commissions paid to $4.59 million from $3.45 million
Decrease in the percentage of total commissions paid to 32.91% from 37.80%

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

O
O

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

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

O
o}

Increase in dollars traded to $34.97 billion from $6.71 billion
Increase in the percentage of total dollars traded to 52.30% from 20.85%

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

O
O

O

Increase in dollars under management to $6.10 billion from $3.23 billion

Decrease in the percentage of dollars under management as a percent of all externally
managed assets to 15.14% from 15.49%

Increase in the percentage of dollars under management as a percent of total fund
assets to 8.06% from 5.38%

Increase in dollar amount of fees paid to $19.58 million from $7.8 million

Decrease in the percentage of total fees paid to 9.86% from 14.18%
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The Ohio Public Employees Retirement System (OPERS) is responsible for
maintaining documentation of Ohio-Qualified Agents and Ohio-Qualified Minority-
Owned Agents that have completed and submitted an Ohio-Qualified Agent
Certification (Certification) to OPERS.

The Certification establishes that the agent meets the Ohio-Qualified Agent or the

Ohio-Qualified Minority-Owned Agent statutory criteria mandated under Ohio law,
R. C. 145.114, 742.114, 3307.152, 3309.157 and 5505.068.

Agents are required to submit a Certification annually.

Each year, OPERS contacts agents who filed Certifications in the prior year, to
initiate re-Certification for the current period, as appropriate.

The Certification form is posted to the OPERS website (www.OPERS.org), so that
additional eligible agents may complete the Certification and become qualified.

The Ohio Retirement Systems Ohio-Qualified Agent Listing (Listing) is posted to the
OPERS website. The Listing is updated as changes occur throughout the year.

Each of the Ohio retirement systems may access the website to determine if a
particular agent is certified as an Ohio-Qualified Agent or an Ohio-Qualified
Minority-Owned Agent.

The Listing is used to report utilization to the Ohio Retirement Study Council
annually.

Periodically, updates and modifications are made to the Certification process and
form by OPERS in conjunction with the other Ohio pension systems.



Ohio-Qualified Agent Certification

General Information

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

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

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

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

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

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

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

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

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

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

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

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

(c) Any person that, for the account of others, engages in the purchase or sale of securities that are
issued and outstanding before such purchase and sale, if a majority or more of the equity interest of an
issuer is sold in that transaction, and if, in the case of a corporation, the securities sold in that transaction
represent a majority or more of the voting power of the corporation in the election of directors;



(d) Any person that brings an 1ssuer together with a potential mnvestor and whose compensation is not
directly or indirectly based on the sale of any securities by the issuer to the investor;

(e) Any bank;

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

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

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

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

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

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

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

Ohio Public Employees Retirement System of Ohio (OPERS)
Attn: Prabu Kumaran, Fund Manager
277 East Town Street Columbus, Ohio 43215-4642

opersbrc@opers.org

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

School Employees Retirement System, www.ohsers.org

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

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

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

Agent Information

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

118

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

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

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

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

[0 A minority business enterprise as defined by Ohio law and described on page 2.

Signature

I, the undersigned, state that:

1.
2.
3

L

By:

I have read and completed the above Certification;

I am authorized to execute this Certification on behalf of the firm;

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

I certify that if any information in this Certification changes, the firm will submit a new Certification;

I understand that completion and submission of this Certification does not obligate any Ohio retirement
system to enter into any contract with the firm; and,

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

Signature Date:

Printed Name

Title




Minority

Business
_Agent / Brokerage Firm Contact Name Enterprise?

1]Amherst Securities Group, LP Michael Talabach No

2]Arbor Research & Trading, Inc. Christopher Heller No

3|Baker & Co., Incorporated Melissa Henahan No

4}Bartiett & Co. (Reg. Inv. Advisor sub. of Legg Mason, Inc.) Laura Humphrey No

5| Blaylock Robert Van, LLC Timothy O'Brien No

6|BTIG, LLC Dana Bodtker No

7|CastleOak Securities Philip J. Ippolito No

8]Citigroup Global Markets Inc. (Smith Bamey) Nicholas Gulden No

8]Conners & Co., Inc. Daniel Burke No
10}Comerstone Legacy Planning, LLC Carolyn Strang Yes
11| Cowen and Company, LLC Kevin Reilly No
12| Cyrus Asset Management Theron Cyrus Yes
13| Fifth Third Securities, Inc. James A. Miehis No
14|First Command Financial Planning, Inc. (Draper 83, Inc.) Jamie Jamieson No
15}Horwitz & Associates, inc. (Fairway Securities) Virginia Hayes No
18| Huntington investment Company (The) (Huntington Capital Corp.) John Grant No
17]Independence Capital Co., Inc. David W. Toetz No
18)J.P. Morgan Securities, Inc. Robert Marjan No
19]KeyBanc Capital Markets Inc. Jason Maiher No
20}Longbow Securities, LLC Matthew Griswold No
21}Merrill Lynch, Pierce, Fenner & Smith Incorporated Megan Anderson No
22|Morgan Keegan John Matsek No
23|Morgan Stanley & Co. incorporated Gard Krause No
24]0OJM Group Dinah Bird No
25]|Oppenheimer & Co. Inc. Dennis McNamara No
26} Pacific American Securities, LLC Michelle Morton Yes
27| Piper Jaffray & Co. Bret Tomford No
28| Primerica Financial Services Katie Aurand No
29| Raymond James Financial Services R. Alan Carroll No
30|RBC Capital Markets Corporation Colleen Morrissey No
31{Robert W. Baird & Co., Inc. Matthew Tumer No
32]Ross, Sinclair & Associates, LLC Omar Ganoom No
33| Stifel, Nicolaus & Company Inc. Kurt LaLomia No
34| Telsey Advisory Group, LLC Jerry Arzu No
35| Ticonderoga Securities Corporation Thomas V. Faglio No
36]U.S. Discount Brokerage, Inc. (U.S. Brokerage, Inc.) Jac Tomasello No
37]|Wells Fargo Advisors, LLC Dan Tapia No
38]Westemn Intemational Securities, Inc. (Voyager Institutional Services, LLC) Dianne lannarino/John Schoger No
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The Ohio pension funds jointly designed the Ohio-Qualified Manager Certification
Form.

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

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

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

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

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

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

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

The Ohio-Qualified Manager list is used to report utilization to ORSC annually.
Currently, there are 83 firms on the Ohio-Qualified Manager list.

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

Annually in June, each manager is required to certify that they continue to meet
the criteria necessary to qualify as an Ohio-Qualified Manager.
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Ohio-Qualified Manager Certification
General Information

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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



1.

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

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

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

Ohio Public Employees Retirement System, www.opers.org

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

Ohio Police and Fire Pension Fund, www.op-f.org

Ohio State Highway Patro! Retirement System, www.ohprs.org

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

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

Certification

Firm Information

Firm name:

Street address:

City, State and Zip Code:;

Contact person’s name:

Telephone number:

Fax number:

E-mail address:

Manager Information

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

O Subject to taxation under R.C. Chapter 5725 (financial institutions and insurance companies),

5733 (corporation franchise tax), or 5747 (income tax), [REQUIRED], and,

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

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

L] Employs at least 500 individuals in Ohio.

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

For informational purposes (mark if applies):
L] A minority business enterprise as defined by Ohio law and described on paae 1.



Firm Products Years of Track Record Assets under Management

IV. Signature

1, the undersigned, state that:

By:

oh wb=

o

| have read and completed the above Certification,

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

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

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

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

Signature

Printed Name

Title




New York

1 AllianceBernstein Colin Burke NY
2 Allos Ventures Management Company Susan Schieman Cincinnati OH
3 Alphamark Advisors Michael Simon Fort Mitchell KY
4 Ancora Advisors LLC Fred DiSanto Cleveland OH
5 Andrews Wealth Management, LLC Michael Andrews Akron OH
6 Apex Capital Management Jan Terbrueggen Dayton OH
7 Athenian Venture Partners Mary Strother Athens OH
8 Bahl & Gaynor Investment Counsel Matthew McCormick |Cincinnati OH
9 BlackRock Financial Management, Inc. Donald Perault New York NY
10 Blue Chip Venture Company Susan Schieman Cincinnati OH
11 Blue Point Capital Partners David Given Cleveland OH
12 Bowling Portfolio Management Kathleen Wayner Cincinnati OH
13 Boyd Watterson Asset Management, LLC Deborah Leet Cleveland OH
14 Brantley Partners Curt Witchey Pepper Pike OH
15 Broadleaf Partners, LLC Bill Hoover Hudson OH
16 Canal Holdings LLC Kevin Coyne Twinsburg OH
17 Capital Works, LLC Katy Speer Beechwood OH
18 Charles Schwab Bank Neil Hickey Boston MA
19 CID Capital Debbie Morgan Indianapolis IN
20 Cleveland Capital Management LLC Wade Massad Rocky River OH
21 Cranwood Capital Management LLC Ferenc Sanderson Rocky River OH
22 Custer Management, Inc. dba Level Partners Martha Kashner New Albany OH
23 Cyrus Asset Management, LLC Theron Cyrus South Euclid OH
24 Dayton Development Coalition Raymond Hagerman Dayton OH
25 Dean Investment Associates, LLC Stacy Miller Beavercreek OH
26 Diamond Hill Capital Management, Inc. Scott Stapleton Columbus OH
27 Elessar Investment Management LLC Mitch Krahe Cleveland OH
28 Eubel, Brady & Suttman Asset Management William Hazel Dayton OH
29 Faubel Financial Group Roger Faubel Youngstown OH
30 Fidelity Investments Elizabeth Pathe Smithfield RI
31 First Fiduciary Investment Counsel, Inc. William Henry Cleveland OH
32 Fort Washington Investment Advisors, Inc. Michele Hawkins Cincinnati OH
33 Foundation Medical Partners Lee R. Wrubel, M.D. Rowayton cT
34 Fund Evaluation Group, LLC William Goslee Cincinnati OH
35 Gold Leaf Capital Management, Inc. Paul Rodgers Willowick OH
36 Goode Investment Management, Inc. Bruce T. Goode Cleveland OH
37 Gratry & Company Gregory Tropf Shaker Heights OH
38 Gries Financial LLC Tina Vieregg Cleveland OH
39 Harloff Capital Management Dr. Gary J. Harloff Waestlake OH
40 Isabella Capital LLC Susan Schieman Cincinnati OH
41 J.P. Morgan Investment Management, Inc. Karel Lansky New York NY
42 James Investment Research Michelle Kilchenman Alpha OH
43 JDM Investment Counsel, LLC Erick Zanner Columbus OH
44 Johnson Investment Counsel Kurt Terrien Cincinnati OH
45 Kirtland Capital Partners John Heckman Beachwood OH
46 Legacy investment Funds, LLC Christopher Holmes Cincinnati OH
47 Linsalata Capital Partners (FNL Mangement Corp.) Stephen Perry Mayfield Heights |OH
48 Madison Sauare Investors LLC Stenhen Sexenv New York NY




Cincinnati

52 Mench Financial, Inc. Thomas Mench OH
53 Morgan Stanley Investment Management, Inc. Teresa E. Martini New York NY
54 Morgenthaler Venture Partners Theodore Laufik Cleveland OH
55 Nationwide Asset Management, LLC William Burtch Columbus OH
56 Nottinghill Investment Advisers, Ltd. Douglas McPeek Cincinnati OH
57 Oak Associates Tina Oelschlager Akron OH
58 OJM Group Terry Allman Cincinnati OH
59 Opus Capital Management, Inc. Jakki Haussler Cincinnati OH
60 Parlan Financial Corp. Helyn Bolanis Toledo OH
61 PNC Capital Advisors, LLC (Allegiant Asset Mgmt. Co.) David J. Gorny Baltimore MD
62 Primerica Financial Services Katie Aurand Euclid OH
63 Primus Capital Partners, Inc. Dominic Offredo Cleveland OH
64 Reservoir Venture Partners Curtis Crocker Columbus OH
65 Riazzi Asset Management LLC John Riazzi Dayton OH
66 River Cities Capital Funds (Mayfield & Robinson, Inc.) Daniel Fleming Cincinnati OH
67 RiverPoint Capital Mangement Investment Advisors Pamela Schmitt Cincinnati OH
68 Robert W. Baird & Co., Inc. Michael Perrini Columbus OH
69 RockBridge Capital, LLC Brett Alexander Columbus OH
70 Sovereign Asset Management Donald Sazdanoff Mansfield OH
71 Stifel, Nicolaus & Company, Incorporated Janelle Conley St. Louis MO
72 Summit Investment Advisors, Inc. Gary Rodmaker Cincinnati OH
73 Sunbridge Partners, Inc. John Gannon Beachwood OH
74 The Huntington National Bank Herb Chen Columbus OH
75 The Riverside Company Béla Schwartz Cleveland OH
76 The Rule Wealth Management LLC Charles Davis Louisville OH
77 Tillar-Wenstrup Advisors, LLC Stephen Wenstrup Dayton OH
78 Trend Dynamics Inc. John Webb Beachwood OH
79 Triathlon Medical Ventures, LLC Susan Schieman Cincinnati OH
80 Victory Capital Management Inc. Lori Swain Cleveland OH
81 Western Asset Management Co. Joseph Carieri Pasadena CA
82 Winfield Associates, Inc. Christopher Baker Cleveland OH
83 Winslow Asset Management Kara Lewis Beachwood OH
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The operation of the Ohio public pension plans is govemed by specific statutes under Ohio law.
These can be found in Chapters 101*, 102, 145, 742, 3307, 3308 and 5505 of the Ohio Revised
Code.

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

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

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

Joint Legislalive Ethics Commities
50 West Broad Strest, Suite 1308
Columbus, Ohio 43215
614-728-5100

Ohio Ethics C inal
8 East Long Street, 10th Floor
Columbus, Ohio 43215
814-486-7090

Ohio Secretary of State

30 East Broad Street, 14th Floor
Columbus, Ohio 43286
614-486-4980

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

C, 10
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and no person shall accept any engagement to influence retirement system decisions or
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(B) Division (A) of this section does not prohibit nnd shall not be construed to pmhlbit any
person from compensating the person's sales toanir

compensation plan, such as commission sales, if 3|e mcenhva compensation plan is the same

plan used to compensate similarly situated sales employees who are not retirement system
lobbyists.
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III.

Iv.

This Policy applies to trading activities performed by employees of the Ohio Public
Employees Retirement System (“OPERS™) in connection with its Defined Benefit and
Health Care Funds that involve securities traded in public markets.

PURPOSE

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

LEGAL AUTHORITY

In accordance with Ohio Revised Code Section 145.11, which establishes the fiduciary
responsibilities of OPERS Retirement Board (“Board”), Investment Staff will use its best
efforts in approving and selecting broker-dealers and for documenting results so obtained.

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

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

PHILOSOPHY

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

OBJECTIVES

In selecting a broker-dealer for a specific transaction, Investment Staff will use its best
judgment to choose the firm most capable of providing services necessary to obtain Best
Execution. The full range and quality of broker-dealer services available will be
considered in making these determinations and may consist of the following factors:
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Commissions and/or fees both in aggregate and on a per share basis
Capital strength and stability

Execution, clearing and settlement processing

Use of technology and other special services

Responsiveness

Reliability, integrity and reputation

Ability to handle large block trades and large volumes of trades
Ability to handle sensitive trades discretely

The nature and value of research provided

Whether a firm is owned or controlled by a minority or a woman
Whether a firm is an Ohio-qualified broker-dealer

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

The cost associated with the effect a transaction has on the price of a security
The cost associated with the failure to execute a transaction

The cost associated with the delay in execution of a transaction
Commissions on agency trades or the spreads on principal trades

Bid-ask spread

SELECTION, EVALUATION AND DOCUMENTATION

Staff has developed guidelines and procedures for broker-dealer approval, selection and
documentation.

A. Broker-Dealer Approval

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

A firm’s creditworthiness

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

Investment Staff will maintain records of broker-dealers that have applied, whether
they were approved, when such decision was made and whether the broker-dealer is
Ohio-qualified and/or owned or controlled by a minority or a woman.
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Investment Staff will maintain procedures for determining which broker-dealers will
be selected for use in specific purchase or sale transactions in order to obtain Best
Execution. These procedures will determine which broker-dealers are selected and
will evaluate qualitative criteria including, but not limited to:

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

Use of technology and other special services

Responsiveness, reliability and integrity

The nature and value of research provided

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

. Broker-Dealer Documentation

In addition to the documentation described above, Investment Staff will maintain
records of OPERS utilization of broker-dealers and provide them to the Board and the
Ohio Retirement Study Council (“ORSC”). Utilization reports will include listings
of:

Broker-dealers retained by OPERS

Dollar amount of total trades executed

Percentage of trades executed

Dollar amount of commissions paid

Percentage of total commissions paid

Ohio-qualified brokers and minority broker-dealers and/or broker-dealers owned
or controlled by minorities or women including, with respect to such firms, details
concerning:

o Dollar amount of total trades executed

o Percentage of trades executed

o Dollar amount of commissions paid

o Percentage of total commissions paid

ROLES AND RESPONSIBILITIES

A. Retirement Board

The Ohio Public Employees Retirement Board and its Investment Committee are
responsible for reviewing and approving this Policy.
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The Investment Committee is responsible for reviewing this Policy and
recommending changes related to it to the Board for its approval. In addition, the
Committee is responsible for monitoring investment activities and reviewing reports
related to this Policy.

C. Investment Staff

The Board delegates authority to the Chief Investment Officer (“CIO”) to implement
this Policy. Investment Staff is responsible for establishing and reviewing on a
regular basis guidelines and procedures for approving and selecting broker-dealers. It
will maintain documentation of such approvals and selections to assure that OPERS
obtains Best Execution in the purchase and sale of public market securities.

Staff will report on broker-dealer approval and selection to the CIO and to the Board.
Staff is also responsible for recommending changes to this Broker-Dealer Policy.

All members of Staff are accountable to the CIO. The CIO is responsible for all Staff
actions relative to the management of OPERS’ investments. In this regard, it is the
responsibility of the CIO to satisfy himself/herself that all Policies and directives of
the Board are implemented.

D. Investment Compliance Staff
The Fiduciary Compliance Investment Officer (“FCIO”) is responsible for monitoring
compliance with this Policy, including guidelines established pursuant to it. If the
FCIO determines that an exception to this Policy has occurred, the FCIO shall notify

Staff, the CIO, Executive Director or the Investment Committee, as is appropriate and
in accordance with established escalation procedures.

MONITORING AND REPORTING
A. Continuously

The approval and selection of broker-dealers will be monitored continuously by Staff
and will be documented.

B. Semi-Annually

A list of approved broker-dealers will be reported to the Board semi-annually. Such
reports will also detail the use of broker-dealers.

C. Annually

Investment Staff will conduct an annual assessment of broker-dealers’ trading
effectiveness.
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Staff shall provide to the ORSC such information about OPERS utilization of broker-
dealers as it may from time to time request. Upon filing the ORSC report, the Board
shall receive the requested documentation at its following meeting.
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Purpose

The purpose of the Broker Review Committee (the ‘Committee’) is to provide oversight of the selection, approval
and usage of broker-dealers — including the utilization of commission sharing arrangements and related programs,
securities trading activity and transactions costs.

Membership

The Committee will consist, at minimum, of three staff members that will be appointed by the Chief
Investment Officer (‘CIO’). The CIO will designate one of the members to act as the Chairman.

Administrative Duties

The Committee shall meet approximately monthly, and at such other times as necessary.

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

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

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

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

Functional Duties

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

Regularly review and propose updates to the OPERS Broker-Dealer Policy and the OPERS Soft Dollar and
Other Commission Arrangements Policy for OPERS Board approval.

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

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

Oversee the commission sharing arrangement program, the commission recapture program, up-front
budgeting of bundled and unbundled commissions, the broker vote and the annual review of commissions
paid relative to the value of services received.

Review trading activity for all internally traded accounts.

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

e Report activities to the CIO and Board on a regular basis, as appropriate.
e Review the Committee charter on an annual basis, or more frequently if necessary and recommend changes
to the CIO.
Revision History Approved November, 2005
Updated August, 2009
Updated June, 2010
Updated June, 2011

Updated July, 2012
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This Policy applies to the Ohio Public Employees Retirement System (“OPERS”)
Defined Benefit Fund, Health Care Fund and Defined Contribution Fund.

PURPOSE

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

LEGAL AUTHORITY

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

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

A. Ohio-Qualified

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

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

= Employs at least 500 individuals in Ohio; and

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

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

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

INVESTMENT PHILOSOPHY

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

OBJECTIVES

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

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

PROCESS

Staff will identify potential managers through a process approved by the Chief
Investment Officer (“CIO”). Staff is responsible for establishing the procedures to
identify, hire, terminate and monitor managers under this Policy.

RISK MANAGEMENT

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



VIIIL.

IX.

-—aa— —— —- _———— — eme o Dt mas ) mmme smmame raae masdw e Seaw ssasveaeRvYE A 10 aas S w e

function of the objectives outlined in the OPERS Annual Investment Plan, as well as the
capacity of each investment manager and Staff’s ability to identify investment managers
that are likely to meet or exceed OPERS investment objectives.

ROLES AND RESPONSIBILITIES
A. Retirement Board

The Ohio Public Employees Retirement Board and its Investment Committee are
responsible for reviewing and approving this policy.

B. Investment Committee

The Investment Committee is responsible for reviewing this Policy and
recommending changes related to it to the Board for its approval. In addition, the
Investment Committee is responsible for monitoring activities and reviewing reports
related to this Policy.

C. Investment Staff

The Board delegates authority to the CIO to implement this Policy. Staff is
responsible for monitoring the Policy and recommending changes to the Investment
Committee. Staff is also responsible for managing the Ohio-qualified and Minority-
owned Manager program within the framework of this Board approved Policy and
within the goals and objectives adopted by the Board in the Annual Investment Plan.
Staff will select and evaluate managers in accordance with procedures approved by
the CIO.

D. Investment Compliance Staff

The Fiduciary Compliance Investment Officer (“FCIO”) is responsible for monitoring
compliance with investment guidelines established pursuant to this Policy.

E. Investment Advisor

The Investment Advisor assists Staff researching, identifying, evaluating and hiring
investment managers under this Policy.

MONITORING AND REPORTING

The following reports will be reviewed with the Investment Committee to ensure
monitoring and compliance with this Policy:

A. Quarterly
Performance reports - Investment Advisor and/or Investment Staff



OPERS Annual Investment Plan - Investment Staff
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