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I. PURPOSE

One of the purposes of a public investment board Governance Policy (Policy) is to clearly spell out the
fiduciary responsibilities of the Montana Board of Investments (Board) as an entity and how those
responsibilities, if any, are delegated to staff to carry out the Board’s mission on a day to day basis. State law
assigns to Board members the fiduciary responsibility of managing the Unified Investment Program and
gives the Board the authority to hire staff as it deems necessary. Because the fiduciary responsibility
ultimately lies with the Board it is important that the authority and roles of the Board as an entity and Board
staff be clearly defined. Board staff has only those powers specifically delegated to them by the Board as
specified in this Policy. This Policy shall be published on the Board’s web site and may only be revised by
the Board at a public meeting. Staff may update Board membership rosters as necessary.

II. BOARD MEMBER AUTHORITIES, DUTIES, AND ROLES

1.

2.

General Duties Prescribed by Law

A) The Unified Investment Program - The Montana Constitution requires that the Legislature
provide for a Unified Investment Program for public funds. Section 17-6-201, MCA established the
Unified Investment Program, created the Montana Board of Investments (the “Board”) and gave
the Board sole authority to invest state funds in accordance with state law and the state constitution.
State law requires that the Board operate under the "prudent expert principle," defined as: 1)
discharging its duties with the care, skill, prudence, and diligence that a prudent person acting in a
like capacity with the same resources and familiar with like matters exercises in the conduct of an
enterprise of a like character with like aims; 2) diversifying the holdings of each fund to minimize the
risk of loss and maximize the rate of return; and 3) discharging its duties solely in the interest of and
for the beneficiaries of the funds managed.

B) Economic Development Programs - In addition to managing the Unified Investment
Program, the Legislature assigned to the Board the responsibilities of managing several loan

programs.

Board Membership - The Board is comprised of nine voting members appointed by the Governor

as prescribed in Section 2-15-124, MCA, subject to confirmation by the state Senate and comprised of the
following:

One member from the Public Employees’ Retirement Board;
One member from the Teachers’ Retirement Board; and
Seven members representing the financial community, small business, agriculture, and labor.

The Board also has two non-voting legislative liaisons, from different political parties, comprised of the
following:

One liaison member appointed by the President of the Senate; and
One liaison member appointed by the Speaker of the House.

The Board is allocated to the Department of Commerce for administrative purposes as prescribed in
Section 2-15-121, MCA. The following members have been appointed to the Board for a four-year term
and confirmed by the State Senate:
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Member Location Term Expires
Gary Buchanan — Chairperson  Billings 01/01/2015
Quinton Nyman Helena 01/01/2015
Karl Englund Missoula 01/01/2013
Jon Satre Helena 01/01/ 2013
Jim Turcotte Helena 01/01/ 2013
Patrick McKittrick Great Falls 01/01/2013
Jack Prothero Great Falls 01/01/2013
3. Board Chairperson - As prescribed in §2-15-124, MCA the Governor shall designate the

Chairperson, whose duty is to ensure that the Board operates consistent with state law, state rules, and
Board policies. The Chairperson may make and second motions and vote. The Chairperson shall review
and sign all meeting minutes and all resolutions approved by the Board. The Chairperson may appoint a
Vice Chaitrperson to preside in his/her absence.

4. Code of Ethics - The Board shall create and adhere to a Code of Ethics for its members and staff.
The Code shall be designed to ensure that Board members and Board staff have no conflicting interests that
would harm the integrity of the Board, harm the clients for whom the Board invests funds, or interfere with
the Boards fiduciary responsibility. The Code approved by the Board is attached as Appendix A.

5. Governing Law - The Board shall maintain and update as necessary a written and electronic manual
of all its pertinent governing laws and shall post the manual on its website for public access.

6. Quorum and Voting - A majority of the Board membership (five members) constitutes a quorum
to do business. A favorable vote of at least a majority of all members (five members) of the Board is
required to adopt any resolution, motion, or other substantive decision, as prescribed in §2-15-124 MCA.
For example, if only five members are present, all five members must approve a substantive motion.

7. Board Meeting Frequency - The Board meets quarterly and is subject to the call of the
Chairperson if additional meetings are required. The frequency of Board meetings is subject to change at
the direction of the Board.

8. Notice of Meetings - All meetings of the Board must be open to the public and noticed at least 48
hours prior to the meeting. A meeting may only be closed when the demands of individual privacy cleatly
exceed the merits of public disclosure and the Chairperson may not close the meeting without first stating
the rationale for such closure.

9. Meeting Agendas - Meeting agendas are prepared by the Executive Director in consultation with
the Chairperson. The Board may not take action on any substantive matter unless the matter is scheduled
on the agenda. The meeting notice and the meeting agenda shall be posted on the Board’s web site.

10. Public Participation — Section 2-3-103, MCA provides that the agenda for Board meetings must
include an item allowing public comment on any public matter that may or may not be on the agenda and
that is within the jurisdiction of the Board. The Board may not take substantive action on any matter
discussed unless specific notice of that matter is included on an agenda and the public is provided an
opportunity to comment on that matter. A letter from the Governor expressing the importance of
compliance with this law is attached as Appendix B.
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11. Committee Creation - The Board may:

A) Establish committees as necessary to conduct its business and charters shall be adopted for each
committee describing the role, scope, and powers of the committee and the responsibilities of
committee members.

B) The Board Chairperson may appoint and remove committee members. The Board has created
an Audit Committee, a Loan Committee, and a Human Resources Committee and approved a

charter for each. The charters are attached as Appendices C, D, and E.

C) All Committee Meetings must be open to the public and noticed on the Board’s web site at least
48 hours prior to the meeting.

Current members of the committees are:

Audit Loan Human Resoutces
Jim Turcotte, Chairperson  Jack Prothero, Chairperson  Karl Englund, Chairperson
Patrick McKittrick Patrick McKittrick Quinton Nyman
Jon Satre Jim Turcotte Jack Prothero
Jon Satre
12. Resolutions — All resolutions committing the Board to issue bonds either directly or as a conduit

issuer; or to enhance bonds issued by others as authorized by law must be approved by the Board at a public
meeting and signed by the Chairperson and the Executive Director.

13. Selection of Custodial Bank and Retainer Consultant — While this Governance Policy delegates
general contracting authority to the Executive Director, the Board reserves the right and the authority to
make the final selection of the Custodial Bank and the Retainer Consultant after which the Executive
Director shall negotiate a contract.

14. Asset Allocation — The Board, as the fiduciary of the Unified Investment Program, is responsible
for establishing the investment parameters of the Unified Investment Program. The Board has the authority
to allocate portfolios to any asset class in the proportions it considers prudent, subject to such limitations as
are contained in law and the Constitution. When the law or Constitution precludes certain investments, the
Board is responsible for allocating portfolios to asset classes within the investment types permitted by law.
Asset allocation decisions may be made by the Board only in a public meeting. The authority to establish
asset allocation ranges and targets rests solely with the Board and may not be delegated to staff.

15. Investment Policy Statements - The Board shall create, maintain, and revise as necessary
Investment Policy Statements (Statements) for each separate account it manages. The Statements shall cite
the law establishing the account if such law exists, the permissible investments authorized by law, and
establish an investment range for each of the permissible investments. The Board shall review such policies
at least annually or more frequently at the request of Board staff. Statements may only be revised in a public
meeting. All Statements shall be posted on the Board’s web site for review by the public. The authority to
approve Investment Policy Statements may not be delegated to staff.

16. Coal Tax Trust Loan Policies - The Board shall create loan policies for each of the Coal Tax
Trust loan programs assigned to it by law. The policies shall be based on the law creating the programs and




MONTANA BOARD OF INVESTMENTS PAGE 6 OF 41
GOVERNANCE MANUAL APPROVED 11/6/07; REVISED 8/16/11

may be revised from time to time as necessary to accommodate changes in the law or to enhance or clarify
the programs. Substantive policy revisions may be made only by the Board at a public meeting. All loan
policies shall be posted on the Board’s web site. The authority to substantively revise Coal Tax Trust
Loan Polices approved by the Board may not be delegated to staff.

17. Bond Program Policies - The Board shall create policies for its various Bond Programs assigned to
it by law. The policies shall be based on the law creating the programs and may be revised from time to
time as necessary to accommodate changes in the law or to enhance or clarify the programs. Substantive
policy revisions may be made only by the Board at a public meeting. All policies shall be posted on the
Board’s web site. The authority to substantively revise Bond Program Policies approved by the
Board may not be delegated to staff.

18. Interest Rate Setting Process/Methodology - The Board shall establish and approve an interest
rate setting process and methodology for loan programs for which it has discretion to set rates. Staff shall
utilize the approved process and post the rates weekly on the Board’s web site. The authority to revise
Interest rate setting processes and/or methodologies approved by the Board may not be delegated
to staff.

19. Class Action Litigation Participation — The Board shall adopt, maintain, and revise as necessary a
process and policy to ensure that it participates in all class action litigation to which it is entitled. The
process and policy adopted by the Board is attached as Appendix F.

20. Budget - The Executive Director shall prepare the Board’s budget and staffing level
recommendations for Board review and approval. After Board approval the budget is submitted to the
Department of Commerce for approval and then to the Governor’s Office of Budget and Program Planning
for final approval. The Board’s budget is funded from two revenue sources.

A) The Investment Program is funded by fees charged the Board’s clients. Because the Board’s
clients are state agencies, the Legislature sets the maximum fee the Board may charge which is then
allocated by Board staff to all Board clients. The Board’s methodology used to allocate charges to
its clients is audited by the Legislative Auditor.

B) The Bond Program is funded by the “spread” between the interest paid on the bonds sold and
the interest on loans made from the bond proceeds. The spread may be no greater than 1.5 percent.
Because the Bond Program’s clients are primarily non-state agencies, the Legislature does not set a
maximum fee the Board may charge.

21. Board Staff - The Board appoints the Executive Director who has general responsibility for
selection, management, and the job performance of Board staff. The Board also appoints the Chief
Investment Officer. The Board assigns the duties and sets the salaries of eight staff - the Executive
Director, Chief Investment Officer, and six investment professional staff. The Board’s functional
organization chart is attached as Appendix G

III. DELEGATION OF AUTHORITY TO STAFF

The Board delegates to its the Executive Director and the Chief Investment Officer the following day to day
duties required to carry out the Board’s mission.



MONTANA BOARD OF INVESTMENTS PAGE 7 OF 41
GOVERNANCE MANUAL APPROVED 11/6/07; REVISED 8/16/11

1. Executive Director The Executive Director is empowered by the Board to administratively
supervise all Board staff, to authorize expenditures, and to sign any and all documents required to conduct
Board business, unless there are specific written policies or instructions from the Board to the contrary.
These documents include, but are not limited to vendor contracts, commitments to investment managers,
invoices, official letters detailing the position of the Board on any matter, resolutions approved by the
Board, leases for Board owned buildings, authorizations to renovate and repair Board owned buildings, staff
time sheets, and staff job descriptions. In exercising the delegated authority, the Executive Director shall
provide the Board with the information and reports necessary for the Board to fulfill its fiduciary duty in
monitoring and reviewing the actions of the Board staff and operations.

2. Deputy Director To ensure continuity the Deputy Director is empowered by the Board to carry
out the duties of the Executive Director in his/her absence unless there are specific written polices or
instructions from the Board to the contrary. The Executive Director shall establish a written protocol to
ensure continuity in his/her absence and such protocol was approved in Resolution 218 and attached
hereto as Appendix I.

3. Chief Investment Officer The Chief Investment Officer is empowered by the Board to create and
review Investment Policy Statements for Board approval, review and recommend changes in the asset
allocation of all separate accounts, recommend new investment types permitted by law, and rebalance
separate accounts as necessary to keep assets within the ranges authorized by the Board. The Chief
Investment Officer is empowered by the Board to conduct searches for all external investment managers
and make the final selection.

4. Operations Delegation The Executive Director is authorized to administer the day-to-day
operations of the Board. As an agency head, the Executive Director has all powers and authority normally
vested in similar positions in other state agencies to include, but not be limited to, the hiring and firing of
non-exempt staff, and the commitment of funds necessary for the efficient conduct of Board business.
Exempt staff may only be terminated upon Board Approval. In carrying out these duties, the Executive
Director shall ensure compliance with Board policies and directives, as well as applicable state and federal
laws and regulations.

5. Communications Delegation The Executive Director shall serve as the exclusive spokesperson
for the Board when communicating with the Legislature, the Governor, the public, and the media, unless
the Board Chairperson determines that, in certain situations, it would be more appropriate for the
Chairperson or a selected Board Member to serve as the spokesperson.

6. Investment Manager Selection Delegation The Board has delegated to the Chief Investment
Officer the authorization to select all external investment managers. Such delegation requires that there be a
policy in place to ensure that managers are selected through the appropriate process and that there are no
undue influences on those who participate in the selection process. The Board has approved the following
process for the selection of external investment managers.

A) Public Securities Investment Managers - All external public security investment managers
shall be selected via the state’s formal procurement process. The Executive Director is responsible
to ensure that the selection process conforms to state procurement policies. The Chief Investment
Officer, the Board’s consultant, and other Board staff as designated by the Chief Investment Officer
shall interview and score the respondents. The Chief Investment Officer is responsible for making
the final selections and negotiating fees.
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7.

The Executive Director shall negotiate and sign all public security investment manager contracts and
the Board’s Legal Counsel shall review and sign all contracts. The Executive Director is authorized
to act on behalf of the Board to terminate contracts, pursuant to contract provisions, with public
securities investment managers and shall report all contract awards and terminations at the next
scheduled Board meeting

B) Alternative Investment Managers — Alternative investment managers are not selected via the
state’s formal procurement process. These managers can only be selected when they are in the
“fund raising” stage and if that window of opportunity is missed, investors must wait until the
managers open their next fund to participate. The formal procurement process, with its strict
timelines and other formalities, does not lend itself to the selection of managers in this asset class.

The Chief Investment Officer, the Board’s consultant, and other Board staff designated by the Chief
Investment Officer shall conduct due diligence and interview the alternative equity managers. The
Chief Investment Officer is responsible for making the final selection. Both the Executive Director
and the Chief Investment Officer shall sign all documents committing Board funds to alternative
investment managers. The Board’s Legal Counsel shall review and sign all Limited Partner
Agreements and accompanying side letters. The Chief Investment Officer shall report all
commitments to alternative investment managers, including the terms of the fund, at the next
scheduled Board meeting.

Contract Administration Delegation - All contracts, both competitive and sole source, must be

processed according to applicable state laws and regulations. The Executive Director is authorized to
negotiate and enter into all contracts necessary to carry out the Board’s mission without advance approval of
the Board, except for contracts with the Board’s Custodial Bank and Retainer Consultant. The Board shall
approve the selection of the Custodial Bank and the Retainer Consultant after which the Executive Director
shall negotiate contracts with the firms. The Executive Director may approve contract extensions for which
the Custodial Bank and Retainer Consultant are eligible under the original contract terms. In compliance
with state requirements and Board policies review by the Board’s Legal Counsel is required for all contracts.

A) Legal Services - The Board delegates to the Executive Director the authority to provide
appropriate legal representation for all Board activities. The Executive Director shall contract for
legal services and ensure that there is no lapse in service. Legal services may be provided by a
combination of private legal services contract, the Department of Commerce Legal Counsel, and the
Attorney General’s offices as appropriate. The Executive Director shall also ensure that the Board
has legal representation for any class action litigation to which it is entitled to participate.

B) Building Management Services — The Executive Director is authorized to make all day to day
decisions required in managing the Board’s direct real estate program. These decisions include but
are not limited to negotiating and signing leases, authorizing payment of invoices, authorizing repair
and renovation, authorizing improvement and construction, and contracting with a Building
Manager. The Board must approve the purchase and sale of all direct real estate.

C) Personal Services Contracts — The Executive Director is empowered to negotiate personal
setvices contracts as necessary to ensure proper staffing levels and/or to obtain specialized services
not otherwise available.
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D) Interagency Agreements — The Executive Director is empowered to sign Interagency
Agreements and contracts with other state agencies as necessary to fulfill the Board’s mission
and/or to implement recently enacted legislation.

8. Legal Action - When the Board is named as a defendant in a legal action the Executive Director is
authorized to act on behalf of the Board with the advice of legal counsel and shall notify the Chairperson in
a timely manner. The Executive Director may only initiate legal action with Board approval.

9. Class Action Litigation - The Executive Director is authorized to join class action lawsuits on
behalf of the Board so that the Board may share in any distribution from the settlement, unless it is
determined that legal action by the Board, independent of a class action lawsuit, is advisable as per the Class
Action Litigation Policy (Appendix F). The Executive Director may consult with legal counsel and Audit
Committee members as necessary and shall report to the Board, at its next meeting, any decisions regarding
class action suits.

10. Authorization of Investment Vendors — Board funds may not be committed, wired, or otherwise
transferred to investment vendors without the specific approval by the Executive Director of such vendors
as per Resolution 217 approved by the Board and attached as Appendix H.

11. Authorization of Staff Transactions — Board staff may not transact business with investment
vendors without the specific approval of the Executive Director as per Resolution 217 approved by the
Board and attached as Appendix H.

12. Credit Enhancement Implementation — The Executive Director is authorized to take all
necessary action to implement credit enhancement activity authorized by the Board as per Resolution 219
attached as Appendix J.

13 Annual Report — The Board is required by law to submit an annual report on all its activities by
December 31. The Executive Director shall prepare and publish the annual report and review and approve
all financial statements included in the report.

14. Board Office Space — The Executive Director shall provide for office space for the Board’s
operations and is authorized to negotiate and sign leases for office space as appropriate and in conformance
with state policy.

15. Legislative Duties — The Executive Director shall represent the Board before the Legislature.
Duties include, but are not limited to: recommending for Board approval proposed legislation to further the
Board’s mission; testifying on legislation that may impact the Board and its mission; and monitoring all
legislation introduced to determine what if any impact such legislation may have on the Board and its
mission. The Executive Director shall keep the Board informed on these activities as necessary during
legislative sessions.

16. Further Delegation by the Executive Director — The Executive Director, while retaining
responsibility for all delegated authority from the Board may further delegate the authority in writing
(including signature authority) necessary to appropriate Board staff to conduct day-to-day Board activities.
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APPENDIX A

TO: Directors, Executive Branch Officers, and Chairs and other Presiding Officers of All
Executive Branch Boards, Bureaus, Commissions, Departments, Authorities, and
Agencies

FROM: Governor Brian Schweitzer

DATE: October 4, 2005

RE: Public participation in agency decisions pursuant to MCA § 2-3-103

Montanans have a constitutional right to participate in the activities of their government. The “Right of
Participation” is found at Article II, section 8 of the Montana Constitution, which provides:

The public has the right to expect governmental agencies to afford such
reasonable opportunity for citizen participation in the operation of the
agencies prior to the final decision as may be provided by law.

This important constitutional right is implemented by Montana statutes, which require every agency, as
defined in MCA § 2-3-102(1), to “develop procedures for permitting and encouraging the public to
participate in agency decisions that are of significant interest to the public.” MCA § 2-3-103(1); see also
MCA Title 2, chapter 3, part 1 in its entirety. The public participation statutes further empower the
district courts to set aside agency decisions not in conformity with the public participation laws where a
person’s rights have been prejudiced. MCA § 2-3-114. Model rules to implement these laws are found
at ARM 88 1.3.101 and 1.3.102.

Montana’s public participation laws also require me, as Governor, “to ensure that each board, bureau,
commission, department, authority, agency, or officer of the executive branch of the state” adopt rules,
setting forth guidelines to facilitate public participation in agency programs and decisions. MCA § 2-3-
103(2). I am writing you now to remind you of these statutory obligations for your agency.

I applaud your efforts to ensure public participation in the decisions of government. If you or your
agency needs assistance in crafting appropriate guidelines and rules to conform with Montana’s public
participation laws, | suggest you contact Dal Smilie, Chief Legal Counsel for the Department of
Administration, for assistance.
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APPROVED 11/6/07 APPENDIX B
| . PURPOSE

State law regarding the standards of conduct for public officers and employees defines both Montana Board
of Investments (Board) members and staff as public employees and includes them within the state’s Code of
Ethics (Ethics Code). The Board finds that the state Ethics Code is subject to differing interpretations and
may not adequately address the fiduciary responsibilities of Board members and staff. Therefore, the Board
adopts this Code of Ethics tailored specifically for its members and staff who have the fiduciary
responsibility of managing billions of dollars in state and local government funds. The Board’s Code of
Ethics, while derived from and conforming to state law, establishes standards for Board members and staff
conduct that specifically relate to the Board’s responsibilities, mission, and potential for conflicts of interest.
The state Ethics Code contains four major provisions that are applicable to the Board’s investment and
operations activities.

e Monetary Provisions

e Relationship Provisions

e Time and Facilities Provisions

e Dual Salary Provisions

II. STATE CODE OF ETHIC PROVISIONS

1. Monetary Provisions - The state’s Ethics Code is found in Title 2, chapter 2, part 1, Montana Code
Annotated. Legislative intent for the law is described in the statement of purpose:

Section 2-2-101. Statement of purpose. The purpose of this part is to set forth a code of ethics
prohibiting conflict between public duty and private interest as required by the constitution of
Montana. This code recognizes distinctions between legislators, other officers and employees of
state government, and officers and employees of local government and prescribes some standards of
conduct common to all categories and some standards of conduct adapted to each category. The

provisions of this part recognize that some actions are conflicts per se between public duty and

private interest while other actions may or may not pose such conflicts depending upon the
surrounding circumstances.

The underlined language (emphasis added) reflects the remainder of the state Ethics Code in that it is rather
ambiguous and subject to interpretation. The underlined language seems to imply that it is the circumstances
surrounding the action that may be more important in determining conflict rather than the action itself.
Generally, the state’s Ethics Code attempts to describe circumstances under which a public employee
responsible for making material decisions impacting others may have a conflict of interest. The conflict
could involve a personal or financial relationship with an existing or potential vendor/contractor/borrower
or the receipt of a gift with monetary value from these entities if such a gift could influence an action
favorable to the entity.

Section 2-2-104. A public officer, legislator, or public employee may not accept a gift of substantial
value or a substantial economic benefit tantamount to a gift that would tend improperly to influence
a reasonable person in the person's position to depart from the faithful and impartial discharge of
the person's public duties or that the person knows or that a reasonable person in that position
should know under the circumstances is primarily for the purpose of rewarding the person for
official action taken.

The underlined language (emphasis added) prohibits a public employee from receiving a “gift of substantial
value” if such a gift would influence the recipients official action (assumed to be an action relating to the gift
giver). This section apparently does not prevent public employees not serving in a “decision making” role
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from accepting gifts. Lending more ambiguity to this section is how a “gift of substantial value” is defined.
Section 2-2-102(3) (a) describes a gift of substantial value as a gift with a value of $50.00 or more per
individual unless the gift is not used and within 30 days of receipt is returned to the donor or donated to
charity. The problem with this definition is there are no frequency limitations that might cap the cumulative
effect of gifts over time, i.e. could one receive a $49.00 gift each day of the week and still not receive a “gift
of substantial valuer” In an extreme example, a person receiving a $49.00 gift every day of the year would
have received gifts totaling $17,885 but would have never crossed the $50.00 substantial value threshold.
Another potential problem is how the recipient would know the value of the gift without a pricing source.
A pen for example, could be nothing more than an advertising prop or could be worth well over $50.00
dollars.

While the preceding discussion highlights the ambiguities and “subject to interpretation” provisions in the
state Ethics Code, another section of state law is more on target as it relates to public employees who serve
in material decision-making capacities. These provisions are found in Title 45 “Crimes” with a short title of
"Criminal Code of 1973.”

Section 45-7-104 (2) “No public servant having any discretionary function to perform in connection
with contracts, purchases, payments, claims, or other pecuniary transactions of the government shall
solicit, accept, or agree to accept any pecuniary benefit from any person known to be interested in or
likely to become interested in any such contract, purchase, payment, claim, or transaction.”

This provision is very blunt and to the point but is tempered somewhat later in subsection (5) (b):

“This section shall not apply to trivial benefits incidental to personal, professional, or business
contacts and involving no substantial risk of undermining official impartiality.”

Discretionary function is not defined here but a definition in the state Ethics Code likely describes the type
of discretion referred to here. Section 2-2-102(5) states:

"Official act" or "official action" means a vote, decision, rtecommendation, approval, disapproval, or
other action, including inaction, that involves the use of discretionary authority.

The above provisions would seem to prevent any Board member or staff who has any responsibility for
scoring/selecting investment vendors and contractors, or recommending/approving loans from receiving
any type of monetary benefit from current or potential vendors, contractors, or borrowers unless the benefit
is “trivial” which is subject to interpretation. While “pecuniary” is not defined here, the dictionary describes
it as “consisting of or measured in money” and in Section 45-2-101(56) is defined as “benefit in the form of
money, property, commercial interest, or anything else the primary significance of which is economic gain.”

2. Relationship Provisions — The state Ethics Code prohibits certain types of relationships that may
impropertly interfere with a public employee’s partiality.

Section 2-2-105, MCA (1) The requirements in this section are intended as rules of conduct, and
violations constitute a breach of the public trust and public duty of office or employment in state or
local government.

(2) Except as provided in subsection (4), a public officer or public employee may not acquire an
interest in any business or undertaking that the officer or employee has reason to believe may be
directly and substantially affected to its economic benefit by official action to be taken by the
officet's or employee's agency. *
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(4) When a public employee who is a member of a quasi-judicial board or commission or of a board,
commission, or committee with rulemaking authority is required to take official action on a matter
as to which the public employee has a conflict created by a personal or private interest that would
directly give rise to an appearance of impropriety as to the public employee's influence, benefit, or
detriment in regard to the matter, the public employee shall disclose the interest creating the conflict
prior to participating in the official action.

(5) A public officer or public employee may not perform an official act directly and substantially
affecting a business or other undertaking to its economic detriment when the officer or employee

has a substantial personal interest in a competing firm or undertaking.
*(3) Has been excluded because it is not immediately relevant.

This provision relates directly to the official duties of Board members and staff who are involved in the
decision making process. Subsection (2) prevents a public employee from acquiring a personal or financial
interest in an entity that they believe could benefit from future action the public employee may take.
Examples would be a Board member or staff taking a financial interest in a business that had a loan request
pending upon which the Board member or staff would ultimately act. Subsection (5) is the reverse situation
in which a public employee has a financial or personal interest in a business that is a direct competitor of a
business with a pending loan request before the Board. The competing interest of the Board member or
staff could color the ultimate decision. Subsection (4) is specifically aimed at quasi-judicial Board members,
such as the Board. It recognizes that lay board members have day-to-day business interests some of which
may come before them in their official capacity as board members. Specific examples of this would be
board members who are bank officials or employees when loan requests submitted by their bank are
considered by the Board.

3. Time and Facilities Provisions — The state Ethics Code prohibits public employees from
conducting private business on state time or facilities.

Section 2-2-121 (2) A public officer or a public employee may not: (a) subject to subsection (7), use
public time, facilities, equipment, supplies, personnel, or funds for the officet's or employee's private
business purposes

This provision prohibits public employees from using state time, facilities, etc. to conduct private business.
Private business is not defined here but would likely mean conducting some type of business generating
revenue rather than sending an occasional personal e-mail or making a personal phone call. This
interpretation of private business is further reinforced by the reference to subsection (7) which states:

A listing by a public officer or a public employee in the electronic directory provided for in 30-17-101
of any product created outside of work in a public agency is not in violation of subsection (2)(a) of
this section. The public officer or public employee may not make arrangements for the listing in the
electronic directory during work hours.

This language implies that the reference to private business is in fact a bona fide business that produces a
product for sale that may be listed in the “Made in Montana” electronic directory provided by the
Department of Commerce.

4. Dual Salaries Provisions — The Ethics Code prohibits public employees from drawing two salaries
from public agencies for the same period of time.
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Section 2-2-104(3)(a) Except as provided in subsection (3)(b), a public officer, legislator, or public
employee may not receive salaries from two separate public employment positions that overlap for
the hours being compensated, unless: the public officer, legislator, or public employee reimburses
the public entity from which the employee is absent for the salary paid for performing the function
from which the officer, legislator, or employee is absent; or the public officet's, legislatot's, or public
employee's salary from one employer is reduced by the amount of salary received from the other
public employer in order to avoid duplicate compensation for the overlapping hours.

This provision prohibits a Board member who is also a public employee from receiving compensation from
both sources for the same period of time. For example, if a Board member spent two days away from a
public employee job to attend Board meetings and was a salaried employee who remained on a public
payroll duting the period, he/she could not receive per diem for attending the Board meeting. However, as
clarified later in the state Ethics Code if the Board member was an houtly employee who took accrued leave
or compensation time to attend the meeting he/she would be eligible for per diem for Board attendance.

This provision is reinforced in the law that governs quasi-judicial Boards:

2-15-124 (7) Unless otherwise provided by law, each member is entitled to be paid $50 for each day in
which he is actually and necessarily engaged in the performance of board duties, and he is also
entitled to be reimbursed for travel expenses, as provided for in 2-18-501 through 2-18-503, incurred
while in the performance of board duties. Members who are full-time salaried officers or employees
of this state or of a political subdivision of this state are not entitled to be compensated for their
service as members except when they perform their board duties outside their regular working hours
or during time charged against their annual leave, but such members are entitled to be reimbursed
for travel expenses as provided for in 2-18-501 through 2-18-503. Ex officio board members may not
receive compensation but shall receive travel expenses.

III. RATIONALE FOR A BOARD OF INVESTMENTS CODE OF ETHICS

The Board’s composition does not lend itself to the “pay to play” problems that have been discovered in
other investment Boards. There are no elected officials on the Board as voting members nor do any elected
officials exert any influence on the Board’s decision making process. Therefore campaign contributions to
any Montana elected official will have no impact on the Board’s decision to hire or fire an investment
vendor, make or deny make a loan, or to conduct business with a political contributor.

Perhaps the greatest potential for conflicts of interest of Board members and staff is with private investment
vendor relationships. The Board’s mission requires it to have numerous relationships with these vendors;
including investment managers, investment brokers, investment consultants, investment and custodian
banks, and commercial banks. Vendors selected by the Board to provide these services will receive millions
in fees during the contract period. Therefore, the process for establishing and terminating these
relationships must be based on well established protocol. When existing and potential vendors provide any
type of financial benefits to persons who are ultimately responsible for selecting and maintaining these
relationships a potential conflict could exist.

The type of “financial benefit” does not have to be direct to create a potential conflict of interest. There are
firms in the investment business who sponsor conferences couched as educational in nature but are in fact a
not so subtle attempt to get “buyers” and “sellers” of services (vendors) in the same place at the same time.
Generally, the service “buyers”, such as the Board are provided a host of “free” amenities to attend and mix
with potential vendors. Basically, it is the vendors paying for the amenities provided free to the buyers.
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While it is difficult to put a dollar value on these amenities, the cost to the vendors of providing free
services to potential buyers is a “gift equivalent.”

This restriction does not apply to meals/beverages provided at investor conferences held by General
Partners in which the Boatd is a Limited Partner. This is the only opportunity Board Members/staff have
to meet and interact with other Limited Partners and hear the General Partner discuss the strategy and
progress of the fund. Because of the significant number of Limited Partners in the larger General
Partnerships, the General Partners do not usually visit the Limited Partners individually but rather host
periodic investor meetings.

The second greatest potential for conflict of interest involves the Board’s economic development role. The
Board manages several loan programs that lend Coal Tax Trust funds to hundreds of Montana borrowers.
If Board members or staff in the “decision making loop” have personal or financial relationships with local
lenders or borrowers whose loans are pending, serious conflicts could occur.

Also, Board employees are unique in state government because many of them have state-provided access to
financial research tools and information that could benefit them when investing a personal portfolio. While
research information obtained by staff in the course of normal job duties may provide incidental knowledge
and benefit to the management of a personal portfolio, state time and facilities must not be used for
personal enrichment. Personal secutity trading must not be conducted on state time/facilities nor should
staff conduct any type of business enterprise on state time and facilities.

The Board adopts the following Code of Ethics (Code) for its members and staff to: ensure that the
conduct of members and staff conform to state law, that potential conflicts of interest are reduced or
eliminated and; that the Board’s fiduciary reputation is not damaged in perception or in fact. All Board
members and staff shall sign the Code annually and all new members and staff shall sign when appointed or
hired. By signing the Code, each Board member and staff pledges to the best of his/her ability to comply
with all provisions of the Code.

| IV. BOARD OF INVESTMENTS CODE OF ETHICS PROVISIONS

1. Monetary Provisions

A) Board members/staff shall not attend conferences if any of the actual costs to the Board of
attending such conferences are subsidized by current or potential investment vendors. However, Board
members/staff may attend if the Board pays the actual cost for such attendance. If the conference is
truly educational and otherwise worthwhile Board funds should be used to cover costs for member/staff
attendance. These costs would include transportation, lodging, meals, and reasonable registration fees.

This restriction does not apply to meals/beverages provided at investor conferences held by General
Partners in which the Board is a Limited Partner as this is usually the only opportunity Board
Members/staff have to meet and interact with other Limited Partners and hear the General Partner discuss
the strategy and progress of the fund.

B) A gift from current or potential vendors sent to a Board member/staff at the member’s or staft’s
home or at the Board’s office shall be donated to charity if the perceived value of the gift exceeds
$50.00. The Board member/staff should immediately notify the Executive Director of such gift, the
disposition of such gift, and the Executive Director shall maintain a log of such gifts and their
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disposition. Such gifts received by the Executive Director shall be immediately reported to the Board
Chairperson.

C) A perishable gift from current or potential vendors to a Board member/staff at the Board’s office
with a perceived value of less than $50.00 shall be shared with all Board staff. The Executive Director
shall maintain a log of such gifts and their disposition.

D) A non-perishable gift from current or potential vendors to a Board member/staff at the Board’s
office with a perceived value of less than $50.00 shall be auctioned and the auction proceeds deposited
in the “employee fund.” The Executive Director shall maintain a log of such gifts and their disposition.
E) All restaurant dinners attended by Board members\staff and current or potential investment
vendors, or lenders shall be “no host.”

F) The above meal restriction does not apply to Board members\staff attending meetings held by the
General Partner of private equity funds, private real estate funds, or other private funds in which the
Board is a Limited Partner.

2. Relationship Provisions

A) Board staff who have a material personal or financial relationship with a current or potential
vendor shall recuse themselves from participating in any part of the decision to select, negotiate a
contract with, or terminate the services of the vendor and shall not attempt to influence in any way
Board members/staff who are part of the decision making process.

B) Board members who have a material personal or financial relationship with a current or potential
vendor shall recuse themselves from participating in any part of the decision to select or terminate the
services of the vendor and shall not attempt to influence in any way Board members/staff who are part
of the decision making process. If the Board, as an entity, has the final authority to make the decision
the Board member with the relationship shall, at the Board’s public meeting, divulge in general terms
the relationship and abstain from voting. Such abstention and the reason for the abstention shall be
recorded in the meeting minutes.

C) Board staff who have a material personal or financial relationship with a current or potential
lender or borrower shall recuse themselves from participating in any part of the decision to participate or
not participate in the loan with the current or potential lender or borrower and shall not attempt to
influence in any way Board members/staff who are part of the decision making process.

D) Board members who have a material personal or financial relationship with a current or potential
lender or borrower shall recuse themselves from participating in any part of the decision to participate or
not participate in the loan with the current or potential lender or borrower and shall not attempt to
influence in any way Board members/staff who are part of the decision making process. If the Board, as
an entity, has the final authority to make the decision the Board member with the relationship shall, at
the Board’s public meeting, divulge in general terms the relationship and abstain from voting. Such
abstention and the reason for the abstention shall be recorded in the meeting minutes.

E) Board members may vote on INTERCAP loans made to local governments in the jurisdiction in
which a Board member resides. Board members represent the entire state on the Board regardless of
where they may reside.

3. Time and Facilities Provision

A) Board staff shall not use state time and facilities to conduct private business; which includes the
researching of securities for personal portfolios, the trading of securities; or conduct any activities for a
revenue generating business.
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4. Dual Salaries Provision

A) Board members who are also public employees shall inform the Executive Director if they are in a

public employee salaried position that continues to pay their salaries while they are carrying out Board
activity for which they are entitled to per diem. Board members in this status shall not receive per diem for
the same hours for which their salaries are paid but shall receive travel, meal, and lodging entitlement, and
reimbursement for out of pocket expenses as do other Board members. This provision does not apply if
the public employee takes accrued leave or compensatory time from the public employee position in order
to carry out Board activities.

I have read and understand the Montana Board of Investments Code of Ethic and agree to the best
of my ability to comply with all its provisions.

Board member/staff Date
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Delegated Authority

This Charter delegates authority to Board staff and the Loan Committee as follows:

*

¢

Board staff may approve federally-guaranteed loans of any size without concurrence of the Loan
Committee.

Board staff may approve all Coal Tax Trust and INTERCAP loans up to $1.0 million without
concurrence of the Loan Committee, provided that the underwriting for such loans complies with all
provisions of the relevant loan policies approved by the Board.

Board staff may authorize enhancement of up to $1.0 million in Montana Facility Finance Authority
Act (MFFA) bonds, without concurrence of the Loan Committee.

Board staff may approve all Coal Tax Trust and INTERCAP loans greater than $1.0 million and up
to $5.0 million only with concurrence of the Loan Committee.

Board staff may authorize enhancement of MFFA bonds greater than $1.0 million and up to $5.0
million, only with concurrence of the Loan Committee. Enhancement of MFFA bonds greater than
$5.0 million shall be reviewed by the Loan Committee and recommended to the full Board for final
approval.

All non federally-guaranteed Coal Tax Trust and INTERCAP loans in excess of $5.0 million shall be
reviewed and approved by the Loan Committee and recommended to the full Board for final
approval.

For purposes of this Charter, loan amounts include only the Board’s portion of a participation loan.

Loan Parameters

L JER R R 2R 2R 2R JNE JER 2R 2

Commercial maximum loan size is limited by law to 10.0 percent of the Coal Tax Trust.
Value-Added maximum loan size is limited by law to 1.0 percent of the Coal Tax Trust.
Value-Added minimum loan size is set by law at $250,000.

Maximum amount of Value-Added loans outstanding is limited by law to $50.0 million.
Infrastructure maximum loan size is limited by law to $16,666 per each job created.
Infrastructure minimum loan size is set by law at $250,000.

Maximum amount of Infrastructure loans outstanding is limited by law to $50.0 million.
Maximum Board participation in Commercial loans is 80.0 percent.

Board participation in Value-Added loans is set by law at 75.0 percent.

Infrastructure loans are made directly to local government entities.

Purpose of Committee
The purpose of the Loan Committee is:

¢

*

To provide the due diligence required for Coal Tax Trust loans, and enhancement of MFFA bonds in
an amount greater than $1.0 million.

To review and approve Coal Tax Loan Program Policy and Residential Loan Program Policy prior to

presentation to the Board.
Provide guidance regarding pricing of loans.
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The Committee is charged with:

¢ Reviewing and taking appropriate action on all staff recommendations for non federally-guaranteed
Coal Tax Trust loans, INTERCAP loans, and the enhancement of MFFA bonds in excess of $1.0
million and up to $5.0 million.

¢ Reviewing staff recommendations for non federally-guaranteed Coal Tax Trust loans and
INTERCAP loans in excess of $5.0 million and enhancement of MFFA bonds in excess of $5.0
million and making a recommendation to the full Board.

¢ Reviewing staff recommendations to issue additional INTERCAP bonds and recommending to the
full Board approval of the recommendation as modified by the Committee.

Committee Membership
The Committee shall consist of at least three Board Members.

Members shall be appointed by the Board Chair who shall notify the Board of all appointments as they
are made. The Chair shall appoint for membership to the Committee only those individuals who the
Chair believes in his/her judgment are qualified to perform the due diligence duties of the Committee as
set forth in this Charter. The Chair shall designate one member of the Committee as its chairperson.
The Chair may remove a Committee member at any time and appoint a replacement to complete the
removed Member’s term, provided the Chair notifies the Board of the removal and the reasons at the
time of the removal.

Committee Structure and Operations

Loans greater than $1.0 million up to $5.0 million: Staff shall provide hard copy loan approval
recommendations to each Committee Member. Such documents shall include all pertinent information
required by Members to fulfill their obligations under this Charter.  After reviewing such documents,
the Committee may meet in person or telephonically as required to perform their obligations under this
Charter.

Committee Members may require that certain loan provisions, loan participation share (when permitted
by law), or loan covenants recommended by staff be revised. If two Committee Members do not concur
with staff recommendations for loan approval as modified or revised by Members, the staff
recommendation shall be forwarded to the full Board at a public meeting in which the lender and the
borrower may be present.

Loans and Bond Enhancement Greater than $5.0 million: Staff shall provide hard copy loan
approval recommendations to each Committee Member. Such documents shall include all pertinent
information required by Members to fulfill their obligations under this Charter.  After reviewing such
documents, the Committee may meet in person or telephonically as required to perform their obligations
under this Charter.

Committee Members may require that certain loan provisions, loan participation share (when permitted
by law), or loan covenants recommended by staff be revised. Such revisions shall be incorporated into
the staff recommendations and if the staff recommendations with any such revisions are approved by at
least two Members, the recommendations shall be forwarded to the full Board for a final decision. If the
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staff recommendations with any such revisions are not approved by at least two Members, the lender
and the borrower may appeal such decision to the full Board at its next regularly scheduled meeting.

Committee Duties and Responsibilities

The following are the general duties and responsibilities of the Committee:

¢ Review staff recommendations to approve Coal Tax Trust loans, INTERCAP loans, and MFFA
bond enhancement greater than $1.0 million and up to $5.0 million and suggest revisions or
modifications to the staff recommendations as necessary.

¢ Concur or not concur with staff recommendations as revised or modified by Committee Members.

¢ Review staff recommendations to approve Coal Tax Trust loans, INTERCAP loans, and MFFA
bond enhancement in excess of $5.0 million and recommend to the full Board modifications to and
approval of the staff recommendations.

¢ Review staff recommendations to approve the issuance of Municipal Finance Consolidation Act
bonds and the purchase of tendered bonds that have not been remarketed and recommend to the full
Board modifications to and approval of the staff recommendations.

¢ Provide, when necessary and appropriate, an appeals function for lenders and borrowers whose loan
applications have been disapproved by staff.

¢ Review staff-recommended revisions to the various loan program policies/applications and
recommend to the full Board the approval, denial, or modifications of such revisions.

¢ When necessary and prudent, recommend to the full Board the waiver of certain loan policy
provisions, as long as such waiver is limited to the merits of an individual loan application and is
considered by the Committee to be in the public interest.

¢ Advise the Executive Director and the Assistant Investment Officer - in-state investments (AlO) on
the setting of interest rates where permitted by law.

¢ Consult with the Executive Director and the AlO on portfolio risk and loan parameters.

¢ Advise the Executive Director on the job performance of the AlO.

¢ Prepare and deliver to the Board, at such time as the Board shall request and as required by this
Charter, reports concerning the activities and recommendations of the Committee

¢ Any other duties or responsibilities expressly delegated to the Committee by the Board from time to
time relating to in-state investments.

Reports
A written summary of the actions taken, recommendations and decisions made by the Committee shall
be presented to the Board at the next Board meeting following the action/decision.

Resources and Authority of the Committee
The Committee shall have the resources and authority appropriate to discharge its duties and
responsibilities.
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Purpose of the Audit Committee

To assist the Board in fulfilling its oversight responsibilities for the financial reporting process, the system of
internal control, the audit process, and the Board’s process for monitoring compliance with laws and
regulations and its code of ethical conduct.

Authority
The Audit Committee has authority to conduct or authorize investigations into any matters within its scope
of responsibility. It is empowered to:
e Retain outside counsel, accountants, or others to advise the committee or assist in the
conduct of an investigation.

e Seck any information it requires from employees — all of whom are directed to
cooperate with the committee’s requests — or external parties.

e Meet with Board officers, external auditors, or outside counsel, as necessary.

Composition

The Audit Committee will consist of at least three members of the Board. The Board Chair shall serve as an
ex-officio member of the Audit Committee. The Board Chair will appoint committee members and the
committee chair. Each committee member will be both independent and financially literate, as defined by
the Board. At least one member shall have expertise in financial reporting or auditing.

Meetings

The Audit Committee will meet at least twice a year, with authority to convene additional meetings, as
circumstances require. All committee members are expected to attend each meeting, in person or via
teleconference. The committee will invite members of management, auditors, or others to attend meetings
and provide pertinent information as necessary. It will hold private meetings with auditors (see below) and
executive sessions. Meeting agendas will be prepared and provided in advance to committee members, along
with appropriate briefing materials. Minutes will be prepared.

Responsibilities
The committee will carry out the following responsibilities:

Financial Statements

e Review with management and the external auditors:

o the results of the audit, including any difficulties encountered.

o significant accounting and reporting issues, including complex or unusual transactions
and highly judgmental areas,

o recent professional and regulatory pronouncements, and understand their impact on the
financial statements,

o review the annual financial statements, and consider whether they are complete,
consistent with information known to committee members, and reflect appropriate
accounting principles,

o review other sections of the annual report before release and consider the accuracy and
completeness of the information, and

o review with management and the external auditors all matters required to be
communicated to the committee under generally accepted auditing standards.



MONTANA BOARD OF INVESTMENTS 22 OF 41
GOVERNANCE MANUAL — AUDIT COMMITTEE CHARTER
APPROVED 04/15/2005 APPENDIX D

e Understand how management develops interim financial information, and the nature and extent
of internal and external auditor involvement.

e Review interim financial reports with management and the external auditors, before filing with
state agencies and constituent groups, and consider whether they are complete and consistent
with the information known to committee members.

Internal Control

e Consider the effectiveness of the Board’s internal control systems, including financial reporting
and information technology security and control.

e Understand the scope of internal and external auditors’ review of internal control over financial
reporting, and obtain reports on significant findings and recommendations, together with
management’s responses.

Internal Audit

Review with management and the Internal Auditor the charter, plans, activities, staffing
and organizational structure of the internal audit activity.

e Ensure there are no unjustified restrictions or limitations, and review and concur in the
appointment, replacement or dismissal of the Internal Auditor.

e Review the effectiveness of the internal audit activity, including compliance with The
Institute of Internal Auditors” Standards for the Professional Practice of Internal Auditing.

e On a regular basis, meet separately with the Internal Auditor to discuss any matters that
the committee or internal audit believes should be discussed privately.

External Audits

e Review any external auditors’ proposed audit scope and approach, including
coordination of audit effort with internal audit.

e Review the performance of the external auditors.

e Review and confirm the independence of the external auditors.

e  On a regular basis, meet separately with the external auditors to discuss any matters that
the committee or auditors believe should be discussed privately.

Compliance

e Review the effectiveness of the system for monitoring compliance with laws and
regulations and the results of management’s investigation and follow-up (including
disciplinary action) of any instances of noncompliance.

e Review the findings of any examinations by regulatory agencies, and any auditor
observations.

[

Review the process for communicating the code of ethics to Board personnel, and for
monitoring compliance therewith.

Obtain regular updates from management and Board legal counsel regarding compliance
matters.
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Reporting Responsibilities

Regulatly report to the Board about committee activities, issues, and related
recommendations.

Provide an open avenue of communication between internal audit, the external auditors,
and the Board.

Report annually to the Board’s constituent groups, describing the committee’s
composition, responsibilities and how they were discharged, and any other information
required by rule.

Review any other reports the Board issues that relate to committee responsibilities.

Other Responsibilities

Perform other activities related to this charter as requested by the Board.
Institute and oversee special investigations as needed.

Review and assess the adequacy of the committee charter annually, requesting board
approval for proposed changes.

Confirm annually that all responsibilities outlined in this charter have been carried out.
Evaluate the committee’s and individual members’ performance on a regular basis.
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Purpose of Committee

The purpose of the Human Resources Committee is to discharge the Board’s responsibilities relating to
personnel matters of all Board staff and compensation of the Board’s exempt staff.

Committee Membership
The Committee shall consist of at least three Board Members.

Members shall be appointed by the Board Chair who shall notify the Board of all appointments as they are
made. The Chair shall appoint for membership to the Committee only those individuals who the Chair
believes in his/her judgment are qualified to perform the duties of the Committee as set forth in this
charter. The Chair may remove a Committee member at any time and appoint a replacement to complete
the removed membet’s term, provided the Chair notifies the Board of the removal and the reasons at the
time of the removal.

Committee Structure and Operations

The Chair shall desighate one member of the Committee as its chairperson. The Committee shall meet in
person or telephonically as it deems necessary or appropriate, and at least two times per year, at a place and
time determined by the Committee chairperson

The Committee may invite such staff to its meetings as it may deem desirable or appropriate, consistent
with the maintenance of the confidentiality of performance and compensation discussions. The Board’s
Executive Director (“Director”) should not attend any meeting where the Director performance or
compensation is discussed, unless specifically invited by the Committee.

If one member of the Committee cannot attend-a meeting, the remaining two members of the Committee,
acting unanimously, shall have the power to take any action necessary or convenient to the efficient
discharge of its responsibilities. No action of the Committee shall be valid unless approved by at least two
members of the Committee.

Committee Duties and Responsibilities
The following are the general duties and responsibilities of the Committee:

A In consultation with the Director and Chief Investment Officer (“CIO”), establish and periodically
review the general compensation policies applicable to the Board’s employees, and oversee the
development and implementation of compensation programs. This activity includes the
commissioning of peer salary surveys, the review of such surveys, and the establishing of pay ranges
based on the surveys.

A Review and recommend the compensation and incentive programs, and modifications and
amendments thereto, applicable to the exempt Board staff and other employees of the Board whose
compensation has a component that includes the relationship of the Board’s investment
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performance to compensation and the basis for calculating such compensation. Discharge any
responsibilities imposed on the Committee by any of these programs.

A Review and recommend the specific levels of compensation, including salaries, incentives, benefits
and perquisites, of the Director, CIO and the other exempt Board staff and of other staff as the
Board may have authority over with respect to compensation.

A Review and approve goals and objectives relevant to the compensation, including incentive
compensation, of the Director, CIO, and other exempt staff. In setting long-term goals and
objectives relevant to the long-term incentive component of those goals and objectives, the
Committee shall consider, among other factors, the Board’s investment performance and return
relative to investment performance at comparable investment boards, the awards given to the CIO

and investment staff in past years and the provisions of the Board’s compensation plan for exempt
staff.

A Opversee the Director in developing Job Profiles and performance critetia for all exempt staff.

A Evaluate and advise the Board concerning the performance of the Director, the CIO, and other
exempt staff against established goals and objectives.

A Recommend the Director’s, CIO’s, and exempt staff compensation level for the coming year based
on this evaluation and recommend, as appropriate, a course of action to remedy deficiencies
observed or improve performance.

A Review and advise the Board concerning and, if deemed appropriate, retain consultants to advise the
Committee regarding industry compensation practices and trends in order to assess the adequacy
and competitiveness of the Board’s compensation programs. Retain as necessary consultants to
advise on other personnel issues.

A Prepate and deliver to the Board, at such time as the Board shall request, reports concerning the
activities and recommendations of the Committee and disclose the compensation policies applicable
to the Director, CIO, and exempt Board staff. Discuss the relationship of the Board’s investment
performance to exempt staff compensation and the basis for the compensation awarded during such

period.
A Opversee the Director in development and maintenance of a succession plan for exempt staff and
other key employees, and report to the Board the Committee’s recommendations regarding

succession.

A In consultation with the Director, oversee regulatory compliance with respect to compensation
matters.

A Consider and act on written employee appeals and grievances when the Director is unable to resolve
differences with exempt employees.

A Prepare and issue the evaluations and reports required under “Committee Reports” below.
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A Any other duties or responsibilities expressly delegated to the Committee by the Board from time to
time relating to exempt staff performance and compensation.

Committee Reports

The Committee shall produce the following reports and provide them to the Board.

A An annual Report of the Human Resources Committee on exempt staff compensation.

A An annual performance evaluation of the Committee comparing the performance of the Committee
with the requirements of this charter. The performance evaluation should also recommend to the
Board any changes to this charter deemed necessary or desirable by the Committee. The
performance evaluation by the Committee shall be conducted in such manner as the Committee
deems appropriate. The report to the Board may take the form of an oral report by the chairperson
of the Committee or any other member of the Committee designated by the Committee to make
this report.

A A written summary of the actions taken, recommendations and decisions made by the Committee,
which shall be presented to the Board at the next Board meeting following the action/decision.

Resources and Authority of the Committee

The Committee shall have the resources and authority appropriate to discharge its duties and
responsibilities, including the authority to select, retain, terminate, and approve the fees and other retention
terms of special legal counsel or other experts or consultants, as it deems appropriate, subject to state
procurement rules. With respect to compensation consultants retained to assist in the evaluation of staff
this authority shall be vested solely in the Committee.
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I. Principles

II.

The Board of Investments manages the assets entrusted to it “in accordance with the prudent expert
principle” which requires that the Board act “with the care, skill, prudence, and diligence, under the
circumstances then prevailing, that a prudent person acting in a like capacity with the same resources
and familiar with like matters exercises in the conduct of an enterprise of a like character and with
like aims.” Montana Code Sec. 17-6-201. See also, Montana Constitution, Art. VIII, Sec. 13.

Claims under state and federal securities laws arising out of losses on securities under the Board’s
management are assets subject to the Board’s fiduciary duty of prudent management. Accordingly,
the Board should take reasonable steps to identify and recover on such claims. Such steps may
include:

e DParticipating as passive class member in class actions brought by others, and filing a proof of
claim when action is settled/resolved.

e Enhanced participation as class member in class actions brought and led by others, by
considering objections or comments on settlements

e Active participation in class action litigation, including serving as a “lead plaintiff” or “co-lead
plaintiff” pursuant to the Private Securities Litigation Reform Act

e Separate litigation on behalf of the Board

The Board will delegate to qualified service providers the responsibility to take steps to identify,
analyze, pursue and collect upon securities law claims. The duties of each service provider shall be
clearly articulated as a matter of contract and the Board shall adopt prudent, documented procedures
to monitor the implementation of its policies.

Policies

The Board shall take reasonable, cost-effective steps to identify, pursue and collect upon claims
under state and federal securities laws for losses suffered by the Board on its investments because of
alleged or proven violations of securities laws.

A proof of claim should be filed on behalf of the Board in connection with every securities class
action litigation settlement or judgment in which the Board is a member of the plaintiff class.

Because pursuing securities litigation as an active plaintiff, either by separate lawsuit or by serving as
a lead plaintiff in a class action, imposes on the Board a separate fiduciary responsibility to other
class members (in the case of lead plaintiff status), administrative, legal and other burdens and
possibly out-of-pocket expense, the Board will not consider separate litigation or lead plaintiff status
with respect to any claim unless the losses suffered with respect to the particular securities are at
least $1,000,000. When losses exceed that amount, the Board may commence separate litigation or
apply for lead or co-lead plaintiff status, after receiving advice from the Board’s General Counsel
that it is in the interest of the Board to do so. The criteria to be considered in deciding whether to
commence separate litigation or apply for lead plaintiff status are set forth on Attachment 1.
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III.

4.

If the Board has suffered losses of $500,000 or more, and the Board is not pursuing separate
litigation or acting as lead or co-lead plaintiff in a class action, the Board may play an enhanced role,
which may include review of the terms of any settlement, including applications for legal fees, to
determine if the Board should file a comment or objection with respect to the settlement, or opt out
of the class. The criteria for deciding whether to opt out are set forth on Attachment 1. The Board
is authorized to direct the filing of a comment or objection

The Board will act only as a passive class member with respect to any claim in which the losses
suffered are less than $500,000. Proofs of claim will be filed on behalf of the Board upon a
settlement or final judgment awarding damages in relevant class actions.

The Board delegates to its Audit Committee the decision to seek lead or co-lead plaintiff status or to
play an enhanced role in a class action under Paragraphs 3 and 4.

The Executive Director, the Chief Investment Officer, the Board’s General Legal Counsel, and the
Board’s Investment Consultant shall receive reports from the Monitoring Legal Firm, regarding the
status of all securities class action litigation matters in which the Board is or could be a member.
The Executive Director shall receive such reports at least monthly and upon each filing of proofs of
claim.

Roles and Authority

1. Board Role and Authority:

e Review staff reports regarding securities litigation matters

e DPeriodically review and, as appropriate, modify this Policy

e Establish, periodically review and, as appropriate, modify Protocols for implementation of
this Policy

e Seclect a securities class action “Monitoring Firm” to identify and evaluate potential claims
and oversee the process for selecting such firm

e Approve, modify or terminate agreements with service providers responsible for
implementation of this Policy

2. Audit Committee Role and Authority:

e Authorize commencement of separate litigation or filing of motion for lead plaintiff or co-
lead plaintiff status or support for another’s application for lead plaintiff status, consistent
with this Policy

e Approve settlement of separate litigation or class action in which the Board is lead plaintiff
or co-lead plaintiff, consistent with Board Policy

e Authorize opting out of a class settlement, consistent with this Policy

e Authorize filing of objections and comments on settlements, consistent with Board Policy.

e Receive and review staff reports on the status of matters other than passive claim filings.
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Staff Role and Authority

e Circulate to Board members, Board General Legal Counsel, and Investment Consultant the
reports from the Custodian and Monitoring Firm showing status of all securities litigation
matters in which the Board may have an interest (e.g. date case filed, date of settlement, due
date for claim filing, date Board’s claim filed, date of recovery).

e Approve, circulate, and review responses to requests for proposals for Monitoring Firm
services for and make recommendations to Board regarding selection

e Monitor, with assistance from the Board’s General Counsel, performance of the Monitoring
firm and report deficiencies to the Board

e As appropriate, recommend to the Board modifications to this Policy and Implementation
Protocols

3. Board General Counsel Role and Authority:

e Assist in the preparation of Requests for Proposals for a Monitoring Firm, review responses
and make recommendation to Board members and staff regarding candidates.

e Assist in negotiations of terms and agreements with Monitoring Firm, with assistance from
the Board’s Investment Consultant.

e Review, prior to submission to the Audit Committee, all recommendations from the
Monitoring Firm regarding whether to commence separate litigation or seek lead plaintiff or
co-lead plaintiff designation, or to opt out of or object to class settlements.

e Review, prior to submission to the Audit Committee, all recommendations from Monitoring
Firm regarding proposed settlements of separate actions brought by the Board or class
actions in which the Board is lead or co-lead plaintiff

e Review, prior to submission to the Audit Committee, all recommendations from Monitoring
Firm regarding whether to file objections to or comments upon settlements.

e Supervise and monitor outsides Legal Counsel’s conduct of litigation when Board pursues
separate litigation or acts as lead or co-lead plaintiff

4. Custodian Role and Authority

e Maintain and communicate data necessary to identify the Board’s securities holdings and
transactions in order to determine if the Board is a class member and calculate losses

e Collect and distribute to the Monitoring Firm all notices regarding the commencement, class
certification and settlement of class action lawsuits in which the Board has an interest as an
actual or potential class member

e Collect, record on the Board’s custody statements and deposit into appropriate accounts for
investment, proceeds from the Board’s claims

5. Custodian/Class Action Role and Authority

e Establish and implement procedures to identify all securities class actions filed by others in
which the Board is or may be a class member
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e Collect and distribute to Monitoring all official notices of pendency of class actions in which
the Board, according to this Policy, may consider applying for lead plaintiff status or
pursuing separate litigation

e Timely file accurate proofs of claim on behalf of the Board in all class actions in which the
Board may participate as class member and notify the Monitoring Firm.

e Provide necessary custody data to the Monitoring Firm.

6. Monitoring Firm Role and Authority

e Ensure by written communication that the Custodian has filed the appropriate documents
for Board participation in pending class action litigation.

e Identify circumstances in which the Board may have incurred investment losses in excess of
the minimum threshold which give rise to potentially meritorious claims for the Board which
are not yet the subject of litigation.

e Evaluate claims over $1,000,000 and recommend whether the Board should pursue separate
litigation or lead or co-lead plaintiff designation

e Evaluate settlements of actions in which Board is not lead plaintiff where losses exceed
$500,000 and recommend whether Board should object to, comment upon or opt out of
settlement

e Tile objections to and comments upon settlements as authorized

Implementation

These Policies shall be implemented in accordance with a written statement of procedures to be adopted by
the Board incorporated as Attachment 1.
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ATTACHMENT 1

Considerations Relevant to Deciding Whether to Pursue Separate Litigation or I.ead or Co-Lead Plaintiff

Status

Will the Board add value by volunteering to lead or co-lead litigation in view of the fiduciary responsibilities (as class action lead
or co-lead plaintiff), administrative burdens and costs that are associated with separate litigation and acting as lead or co-lead
plaintiff?

1. Size of the Board’s damages measured by standards applicable to securities litigation

2. Strength of claims, including evaluation of defenses

3. Special circumstances which render the Board’s claims different from, stronger or weaker than
claims of typical class members such that it would be in the interest of the Board to act as lead or
co-lead plaintiff

4. Venue of litigation

5. Resources available to pay a significant judgment (e.g. financial condition of potential defendants,
availability of insurance, potential for bankruptcy)

6. Qualifications of other lead plaintiff candidates and their counsel, and likelihood that the Board
would be selected a lead or co-lead plaintiff

7. Relation of claims to other corporate governance issues of special interest to the Board, and impact
on other Board holdings

8. Potential for non-monetary remedies of special importance to the Board which other class
members/lead plaintiffs may not pursue

9. Costs to the Board of separate litigation/lead or co-lead plaintiff status such as discovery, legal fees
and Board staff time and resources needed to monitor litigation more actively

10. Potential exposute to counterclaims/coutt costs, and willingness of litigation counsel to indemnify
the Board against such exposure.

Considerations Relevant to Deciding Whether to Opt Out, Object to or Comment on Settlements

Is the Board receiving fair value for its claims? Does the likely gain to the Board to be achieved by objecting to or commenting
on a settlement outweigh the costs of engaging counsel to file the objection/comment? Should the Board risk losing the certain
recovery the settlement provides in order to opt out of the class and pursue separate claims independently?

Financial value of settlement to class as a whole and the Board in particular

Non-monetary (e.g. corporate governance) aspects of settlement, or the lack thereof

Amount of attorneys fees sought and merits of attorneys fee claim

Expense and risk (including value which might be lost if settlement is disrupted or rejected)
associated with opting out, commenting or objecting in relation to expected benefits of doing so.

b=
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WHEREAS, the Montana Board of Investments (Board) maintains several accounts with
investment firms for the purchase and sale of stocks, bonds, covered options, purchase options (stock open
indicies, interest rate options, foreign currency options), repurchase agreements, reverse repurchase
agreements, and other securities and property, which accounts are described on Appendix “A” attached
hereto and incorporated herein; and

WHEREAS, the Board desires to provide a procedure for the future designation or removal of
Board staff for purposes of acting on behalf of the Board to deal with investment firms in connection with
such accounts; and

WHEREAS, the Board desires to provide flexibility for future changes in accounts, investment firms
and in Board staff with authority to act on behalf of the Board relative to such accounts; and

WHEREAS, the Board adopted Resolution No. 199 on October 31, 2002 for the foregoing
purposes.

NOW, THEREFORE:

RESOLVED, that the Board intends that this resolution supersedes in every respect and replaces in
its entirety Resolution No. 199

RESOLVED, that the Board of Investments hereby designates its Executive Director as agent of
the Board to deal with investments firms in connection with Board accounts with such firms; and that the
investment firms are hereby authorized to deal with the Executive Director or the Executive Director’s
designated staff as agents of the Board; to accept all orders for purchases and sales and all instructions given
by any of them on behalf of the Board as and for the action of the Board without further inquiry as to their
authority; to receive any funds, securities or property for the account of the Board; to sell, assign, transfer or
deliver either in bearer form, in street certificates or in such names as said persons or any of them shall
direct, any funds, securities or other property held for the account of the Board, to said persons or any of
them or as they or any of them shall in writing, or verbally with subsequent confirmation in writing, order;

and to send or communicate all confirmation, notices, demands and other communications to them or any
of them and to the Attention of the Board of Investments, P.O. Box 200126, Helena, MT 59620-0126.

FURTHER RESOLVED, that the establishment and maintenance of all of the accounts, hereinafter
described in Appendix “A,” and the actions of the Executive Director or the Executive Director’s
designated staff members shown in Appendix “A,” acting on behalf of the Board dealing with investment
firms related to said accounts since January 21, 1993, are hereby approved and ratified.

FURTHER RESOLVED, that the Board hereby authorizes its Executive Director to close any of
the accounts listed in Appendix “A”, to open new accounts, to designate additional staff members to act on
behalf of the Board for the purpose of dealing with investment firms regarding any account, and to remove
the authority of any of the named staff members or other staff members designated by him/her to act on
behalf of the Board for purposes of dealing with investment firms regarding any account.

FURTHER RESOLVED, that an investment firm may act in reliance upon the foregoing resolution
and subsequent designations by the Executive Director of staff members who may act on behalf of the
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Board until receipt of written notice that the authority of the designated staff member to act on behalf of
the Board has been terminated.

FURTHER RESOLVED, that the Executive Director shall annually, on or around the regularly
scheduled October Board meeting, provide a report to the Board showing the staff members and the
accounts added to or deleted from Appendix A, which information shall include the date on which the

addition or deletion occutrred.

Dated and approved this 6™ day of November 2007.

ATTEST

By:
Chairman
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WHEREAS, the Montana Board of Investments (Board) has delegated certain critical authority and
duties to its Executive Director that must be exercised and performed in the absence of the Executive
Director; and

WHEREAS, the Executive Director may be incapacitated or temporarily absent from the office
under circumstances that render the Executive Director unavailable to exercise such authority and perform
such duties,

NOW, THEREFORE:

RESOLVED, that the Executive Director or the Deputy Director shall notify the Board
Chairperson immediately at any time the Executive Director, due to incapacity or a temporary absence from
the office, is unable to petform his/her duties; and

FURTHER RESOLVED, that “incapacity” means the occurrence of a mental or physical disability
rendering the Executive Director incapable of exercising his/her authority and cattrying out his/her duties;
and

FURTHER RESOLVED, that during an incapacity of the Executive Director, the Deputy Director
is hereby designated Acting Executive Director; and

FURTHER RESOLVED, that the Executive Director may, after notifying the Board Chairperson,
delegate his/her executive authority to the Deputy Director to serve as Acting Executive Director during
periods of official travel or authorized leave away from the Board’s office, if in the judgment of the
Executive Director, such delegation would be in the best interest of the Board; and

FURTHER RESOLVED, that during any period that the Deputy Director is not available to
assume the role of Acting Executive Director pursuant to the provisions of this Resolution, the Chief
Investment Officer shall serve as Acting Executive Director; and

FURTHER RESOLVED, that the Acting Executive Director shall operate only within the authority
and parameters established in the Board’s Governance Policy.

Dated and approved this 6™ day of November 2007.

ATTEST

By:
Chairman
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Be It Resolved by the Montana Board of Investments (the “Board”) as follows:
Section 1. Recitals.

Section 1.01. History, Authorization of Unified Investment Program and the Board. Article
VIII, Section 13 of the Montana Constitution (the “Constitution”) directs the legislature to provide for a
unified investment program for public funds and public retirement system and state compensation
insurance fund assets. The Legislature, pursuant to Title 17, Chapter 6, Part 21, Montana Code Annotated
(the “Unified Investment Program Act”), has created and directed the Board to administer the unified
investment program mandated by the Constitution. The Board has the primary authority to invest state
funds, and to determine the types of investments to be made, subject to the restrictions of the Constitution
and the Unified Investment Program Act.

Section 1.02. History, Authorization of Montana Economic Development Board and
Municipal Finance Consolidation Act Bonds. The 1983 Legislature created the Montana Economic
Development Authority Board (“MEDB?”), to among other things issue notes and bonds to finance loans to
and the purchase of bonds and notes of Montana governmental units, to establish or replenish reserves
securing the payments of its bonds and notes, and to finance all expenditures incident to and necessary or
convenient to carry out the provisions of Title 17, Chapter 5, Part 16, Montana Code Annotated (the
“Municipal Finance Consolidation Act” or “MFCA Act”). As set forth in Section 17-5-1602(2)(b) of the
Municipal Finance Consolidation Act, the State’s goal was to foster the provisions of efficient capital
markets, to reduce costs of borrowing and, among other things, to provide additional security for the
payment of bonds and notes held by investors. In conjunction with issuing its Municipal Finance
Consolidation Act Bonds in 1985, the MEDB adopted Resolution No. 68 on July 24, 1985, establishing a
Municipal Finance Consolidation Act Reserve Fund (the “Reserve Fund”) to secure bonds or obligations
issued under the Municipal Finance Consolidation Act (“MFCA Bonds”). Pursuant to a Resolution, the
MEDB and the Board entered into a Security Agreement whereby the Board agreed to make an interest
bearing loan to the MEDB to restore any deficiency in the Reserve Fund and also agreed, for a fee, to
purchase MFCA Bonds tendered for purchase and not remarketed. Fach series of MFCA Bonds credit
enhanced by the Board is approved by resolution by the Board. The Board has never been called upon to
make any loans or purchase any of these Bonds.

Section 1.03. Authorization for the Board to Issue Municipal Finance Consolidation Act
Bonds. Pursuant to Chapter 581, Montana Session Laws of 1987, the Board assumed the role of the
MEDB with respect to the issuance of the Montana Finance Consolidation Act Bonds and other bond
programs authorized by the State. The Board issued its first series of Intermediate Term Capital Program
(INTERCAP) Municipal Finance Consolidation Act Bonds in 1987 (the “Series 1987 INTERCAP Bonds”).
The Series 1987 INTERCAP Bonds and all series of INTERCAP Bonds subsequently issued by the Board
have also been secured by the Reserve Fund. In the Resolution authorizing and approving the issuance of
the Series 1987 INTERCAP Bonds, the Board approved the Indenture of Trust pursuant to which the
Series 1987 INTERCAP Bonds were to be issued and secured (the “1987 Trust Indenture”); agreed to make
an interest bearing loan to the Reserve Fund and agreed, for a fee, to purchase any Series 1987 INTERCAP
Bonds tendered for repurchase that were not remarketed (the “Authorizing Resolution”). In 1991, the
INTERCAP program was expanded, requiring a new Trust Indenture (the “1991 Trust Indenture”),
securing the INTERCAP Bonds, that was approved by the Board. Each subsequent series of INTERCAP
Bonds issued by the Board have been approved by an Authorizing Resolution and a Supplemental
Indenture. The Authorizing Resolutions, the 1991 Trust Indenture and Supplemental Indenture are
collectively referred to as the “Bond Documents.” The Board has never been called on to make a loan to
the Reserve Fund or purchase tendered MFCA Bonds under the Bond Documents.
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Section 1.04. History, Authorizations, Montana Facility Finance Authority Bonds. Pursuant
to Chapter 703, Montana Session Laws of 1987, now codified in Montana Code Annotated, Title 90,
Chapter 7, Parts 1, 2 and 3, as amended (the “MFFA Act”), the Montana Health Facility Finance Authority,
now the Montana Facility Finance Authority (the “MFFA”) is authorized to issue revenue bonds to finance
nonprofit hospitals, prelease centers and other nonprofit health-care providers or entities. The MFFA has
created a capital reserve account to provide additional security (“Capital Reserve Account”) for the Bonds it
issues under the MFFA Act (“MFFA Bonds”). Pursuant to the MFFA Act, the Board is authorized to loan
money to the MFFA for deposit in its capital reserve account and to purchase its bonds and notes.
Pursuant to resolutions of the Board relating to each series of MFFA Bonds for which credit enhancement
is provided, the Board is authorized to enter into an agreement with the MFFA whereby the Board agrees to
make an interest bearing loan to the Capital Reserve Account to restore any deficiency (the “MFFA Capital
Reserve Account Agreement”). For each series of MFFA Bonds credit enhanced by the Board, the Board
has by Resolution approved entering into additional Capital Reserve Account Agreements. The Board has
never been called upon to make a loan to the MFFA Capital Reserve Account. To date, the Board has not
entered into any agreements to purchase tendered MFFA Bonds.

Section 1.05. Previous Credit Enhancement Policies. The Board adopted a “Credit
Enhancement Policy” on February 17, 2000.

Section 2. Findings and Determinations of the Board.

Section 2.01. The Board desires to continue to enhance the marketability of bonds and notes issued
under both the MFCA Act and the MFFA Act and to assist the Board and the MFFA in obtaining the
lowest possible interest rates on loans to eligible governmental units and non-profit corporations providing
needed and essential services and facilities to the public.

Section 2.02. The Board adopts this resolution to codify and clarify the circumstances under which
the Board has and will continue to provide credit enhancement; to authorize its Executive Director to honor
and fulfill the Board’s obligations under the Bond Documents (and Capital Reserve Account Agreement);
and to make this resolution a part of the Board Governance Policy.

Section 2.03. Resolution No. 68 adopted by the Montana Economic Development Board on July
24, 1985, establishing the Reserve Fund to secure bonds or obligations issued by the Board [is attached
hereto as Schedule 1 and incorporated by reference. |
Section. 3. Decision to Provide Credit Enhancement; source of Credit Enhancement.

Section 3.01. The decision to provide credit enhancement as authorized by the MFFA Act and the
MFCA Act shall be made by the Board pursuant to a duly authorized resolution of the Board related to each
series of Bonds to be issued.

Section 3.02. The Board’s policy shall be to provide credit enhancement when it is prudent to do
so and in the Board’s judgment would result in a lower interest rate to the borrowers under the MFCA Act
and MFFA Act than could be otherwise obtained.

Section 3.03. The funds in the Unified Investment Program from which the Board’s Credit
Enhancement obligations could be satisfied include, but are not limited to: the Permanent Fund sub-fund of
the Coal Tax Trust, the Short Term Investment Pool, and the Treasuretr’s Fund.

Section 4. Duties of the Executive Director.

Section 4.01. Loans. When required under the terms of the Bond Documents, the Executive
Director of the Board is authorized to loan funds to the Board Reserve Fund and the MFFA Capital
Reserve Account pursuant to the requirements of the Bond Documents.

Section 4.02. Purchase of Bonds. When required to do so under the Bond Documents, the
Executive Director is authorized to purchase Bonds pursuant to the requirements of the Bond Documents.

Section 4.03. Use of Funds. The Executive Director is authorized to determine which legally
available funds to use for the above purposes.
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Section 4.04. Notification of Board. If the Executive Director makes a loan to the Reserve
Funds, Capital Reserve Account or purchases bonds pursuant to the Bond Documents, he/she shall notify
Board members via e-mail within three (3) business days of such action and provide a full report to the
Board at its next regularly schedule meeting specifying the reasons for such action, the dollar amount, the
terms, and the funding source for the loan or bond purchase.

Section 5. Effective Date; No Repeals Policy.

Section 5.01. This resolution shall become effective upon passage by the Board and execution and
certification by the Chairman of the Board. This Resolution shall supersede in every respect and replace in
its entirety the “Credit Enhancement Policy” adopted by the Board on February 17, 20006.

Section 5.02. This resolution is not intended and shall not be construed to modify any
commitment, obligations or agreements, the Board has made pursuant to any duly authorized resolution or
agreement relating to Bonds issued under the MFCA Act or the MFFA Act.

Section 5.03. The policies and procedures established by resolution become an integral part of the
Board’s Governance Policy.

Dated and approved this 14" day of May 2008.

ATTEST

By:
Chairman




MONTANA BOARD OF INVESTMENTS 39 0f 41
GOVERNANCE MANUAL - RESOLUTION 219

ADOPTED 5/14/2008 APPENDIXJ

CERTIFICATE O MINUDTES ROLATING 10
BESOLIUTIGH NO, 0GB

Igsuer fentana Econoinle Rovelopment Loard

B, L el b e b AT e A

Kind, date, ktime and place of maeting: A Loartd tkeut lng held
o July 24, 1988, at S:0Q o'clock a.m, al Jorgensgon'e Holiday
Hotel in Helena, Montana.

Mewbers prescntt: Fat MeKilbkrick, Jack Bvholtba, ¥youne Bnider,
Karen Locke, Joba Octh, ang derty Sullivan.

Memberd absent: Steve Brown.,

e

: Decuimente attached:

- Hlnutea of sald wosllng {pAgoa) I

-ﬁ_ REBQLUTION MO, 048
:_"; HESOLUTIGHN OF '"THK HOHTANR LCONGMIC REVELOPMEHT LOARD
::' FATARLISHIKG D MUNICIPAL FINANCE CONMQLIDATIOH ADT
: HESERVE FUND

ﬁg. i, the undersigned, being the Ful'ly qualltled and acting recnrdfnu
B offleer of the public bedy iasuing the obligationa referced
] to lo tho tltle of this eertificate, cerbify that the docunants
i

abtachod hereto, ar deascriped abreve, have bteran carefnlly conpagad
with Lhe original recordse of tha pyblia body 1o my lagal curkody,
i from which they have been Lesnscribod) that the docunuants are
: 2 eorrect gnd complaete transcript of the wloytosg ¢L a meeting
3 of the gaverning body at Lhe meeting, insafar ag Ehey relake
5 ta the obligationsz; and Elab Lpa meeting was duly held by Lha
4 governing bedy at the time aod pleea and was atbsnded throughaulk
q by Ehe wmeambiers indicakbad above, pursyant to gnll and notice
i af dgoch meeting alven as vequlred by law,

WITHESS my hand offfelally as such recording ocEfimer Lhis

-3 - _®  day of July _» loB5,

E: _ﬁgfgxh,ﬁlﬂiﬁ
24 = doblin TEEh

= ¢ g/; Becretary
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RESOLLYTON  DB&

Membaor dack Schutte  ingeoduced the Iollowling

resolution and moved its adopllan:

REFOLOTTOR OF THE MOH'TANA GCONOMLIC DREVELOPACHT
LOARL ESTABLISHING A HUHICTRAL FIMARDE !
COMGOLIPATION ACT RESREEVE FUHD :

B IT RESGLYLD Dy The Monlana Roonomic
Developwent Board {(tle Loacd) as [ollows:

1. Hecitals,  Tho Board is aukhorized and
directed by Titie 17, Chapbter 5, Patt 15, Monbana Codo
Aonetated, as amended (tha Ack) Lo erepke funds and :
agcounts necessary bo luplensnk che Act, Locluding a ;
munigipal cunsolidalblon finance aelk resacve Fuod aod obhor
Eunds and acoounts; Lo 1ssue and sell bonds and netes For
Ehe purpose of Financing peograms Lhereunder; and Lo
sequire the Londs and nokea pursuyant to an indenturo of
trust and resolublon.  pPursuopl Lo the hek, Lhe Board has
undertakon a Cash apticipaking Finaneing Peogram ko
acqiire Noles I=ssned by local governmenl unibe (Lho .
Borrowagg) Lo [inance khelr wash flow requlremsnks, o : i
provide funds Lo aguire the Hakes, Lhe Doacd has
authorized the exgeution of an Lndonture of "rust {the ) *
TidentUre} belween khe Beoard and Firse wrusk Cumpany oF
Mentana [Lhe Teusbee) pursuaol Le which the Boacd ba
authorlzed to iaswve and =sell Lz Rowds. In crduer ko
provide Ier the seqrogablon of om aceounting For certain
of ite revemues and Eunds and jn Furlherance of Lhe Agk,
the Board heteky debermines il neuessary and approprialo
Eo adopt Lhis resulution fkhe Desalulion).

2, DeFinitions, Capikaliwed Lecms wsed Lok nob
defined herein shall have Cha meanings aczigned them in
the Ludentupse,

3, Hunlcipal flnance Connnlldabion Acl Reserve
Fund. The Boatd herely creakbes ohd @8babiisbos Ehe
TainTeipal Finance Congnlidatlon Aot Hoserve Pund and
anbhorizes the creablon of acocounts thorein for the
purposa of securing ane or more Series of bonds or
obligatlens izswad by Lhe Doatd.  Aocounta miLy bhe crealkad
pursiant Lo indenkures or resolukions with cespect to
series oI bonds or obliyarions aecoured kthereby and may be
held by & Lruskt and invested pursuant to the provigivns of
such Indentures or resnlulicns, N roserve funpd
cequicement may be establizhed will) respecl Lo cach
accounb. 5o leng as thoe ronegve Fond reguiremenlt of cach
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geeount 1s malntained, all investment ipcowe tharefErom bay
be transferted Lo other acoountks and funds of the Boacd as
provided in the indenbute anhd resolublon Aascuring the
bonds.

d, Dther Funds 8ad Rgenuntz. Hobkhing contained
in thiys Resolution chall Do doemed to limit thoe authority
Of Lho Board tn credale other Cuhds and acocounka pursiant
Lo tha hek in'addition to the Hunielpal Financsa
Congeclidatlen Act Roserve Fund,

/:é(rﬁm// Db s o

Chai[ma



