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Conflict of I nterest and Ethics Policy

Ethics

The Trustees and Staff shall maintain knowledge of and shall comply with all applicable
laws, rules, and regulations of any governmental agency or regulatory agency governing
the management of state and local government funds and shall not knowingly participate
in, or assist, any acts in violation of those laws, rules or regulations. The Trustees and
Staff shall comply with the Code of Conduct and Ethics established by the State's ethics
laws as set forth in W.Va. Code 86B-2-1 et sec. The West Virginia Code of Conduct,
including all applicable ethical standards, is contained within the “Legidative Citations”
section of this Policy.

Representatives of Participant Plans

All meetings of the Board shall be open to the representatives of the participant plans.
The representatives shall be subject to any rules, bylaws, guidelines, requirements, and
standards promulgated by the Board. The representatives shall observe standards of
decorum established by the Board. The representatives shall be subject to the same code
of conduct applicable to the trustees and shall be subject to all Board rules and bylaws.
The representatives shall also be subject to any requirements of confidentiality
applicableto the trustees. Each representative shall be liable for any active which he or
she undertakes which violates any rule, bylaw, or statute governing ethical standards,
confidentiality, or other standard of conduct imposed upon the Trustees or the
representatives. Any meeting of the Board may be closed, upon adoption of a motion by
any trustee, when necessary to preserve the attorney-client privilege, to protect the
privacy interests of individuals, to review personnel matters, or to maintain
confidentiality when confidentiality is in the best interest of the beneficiaries of the trust.
W.Va. Code 812-6-3k.



WEST VIRGINIA INVESTMENT MANAGEMENT BOARD
CONTINUING EDUCATION POLICY

Effective July 1, 2004

The West Virginia Investment Management Board (WVIMB) is organized to provide prudent
fiscal administration and investment management services to designated State pension funds, the
State’ s Workers Compensation and Pneumoconiosis funds, the States operating funds, and other
State and local government funds.  Accordingly, the WVIMB trustees and its employees have
fiduciary duties commonly associated with pension and other trusts.

The Continuing Education Policy (the Policy) specifies certain continuing education
requirements expected of trustees, representatives, committee members and those employees
designated by the Board which shall include the Executive Director, Chief Financial Officer,
Chief Investment Officer and General Counsel. All individuals subject to the requirements of
this policy, may apply to the Personnel Committee to have any hours earned to meet the
continuing education requirements of their profession, applied to meet the continuing education
requirements of the WVIMB.

The Policy isto be used as a guideline for compliance by affected persons and personnel.

. Purpose

The Trustees of the WVIMB recognize the importance of keeping abreast of current
developments and ideas in the investment field. The Policy is intended to impose a high
standard of continuing education compliance on the trustees and employees of the WVIMB
consistent with the highest standards of fiduciary responsibility. These standards are aso
applicable to participant plan representatives and committee members.

The Policy applies to al WVIMB trustees, participant plan representatives, committee
members, and those Board designated employees. There are no exemptions from the Policy
requirements and its compliance shall be annually reviewed by the personnel committee.

II. Hoursof Continuing Education Required

A. Each trustee and any Board designated employee of the WVIMB shall be required, at a
minimum, to complete twelve hours of approved continuing education within twelve
months of the effective date of the Policy, and every year thereafter. The required
twelve hours shall include at least one hour of ethics. Six hours may be carried over to
satisfy the continuing education requirement for the subsequent year, provided they are
not applied to satisfy the ethics requirement.

B. The participant plan’s representatives and committee members shall be required to
complete twelve hours of approved continuing education within twelve months of the
effective date of the Policy, and then every year thereafter. The required twelve hours
shall include at least one hour of ethics. Six hours may be carried over to satisfy the
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continuing education requirement for the subsequent year, provided they are not
applied to satisfy the ethics requirement.

C. Fifty minutes of attendance at an approved presentation shall be equal to one hour of
continuing education.

D. The number of hours required of Trustees, Representatives, Committee Members, or
employees appointed or hired after the first day of July, of any year, shall be prorated
on amonthly basis.

Approved Continuing Education

A. The Executive Director shall determine what shall qualify as “approved continuing
education,” which may include, but is not limited to, seminars, presentations, classes,
articles, books, videotapes and conferences. In order to avoid conflict, it is
recommended that individuals seek pre-approval.

B. The scope of approved continuing education courses shal include investing and
fiduciary responsibilities.

V. Compliance Reporting

Each individual subject to the continuing education requirement of the Policy, shall provide
a written compliance report to the Personnel Committee via the Executive Director,
evidencing their compliance with the Policy. The compliance report is attached as
Appendix A to this document. All parts of the form must be completed along with the
individual’s signature and attestation in order to be considered a completed compliance
report.

V. Audit and Remedy

VI.

The Personnel Committee shall annually review for compliance with this Policy. This
review shall take place as soon as practical subsequent to June 30 of each year. Any
individual who has deficient documentation or insufficient hours shall have forty-five days
to cure the deficiency. If after forty-five days the deficiency till exists, the Committee may
recommend disciplinary action to the committee of the whole of the WVIMB. Disciplinary
action may include, but is not limited to, reporting non-compliance to the Governor or
appropriate selection body in the case of participant plan representatives and committee
members.

Reimbur sement

Each individual subject to the requirements of the Policy shall be entitled to reimbursement
of their reasonable and necessary expenses incurred while attending the continuing
education event.

Continuing education shall be a reimbursable item under the WVIMB’s expense policy.
Individuals shall complete a WVIMB expense report to seek reimbursement.

First revision May 18, 2000.
Second revision May 27, 2004.



WEST VIRGINIA INVESTMENT MANAGEMENT BOARD

CONTINUING EDUCATION
COMPLIANCE REPORT

Name:

CONFERENCE — Name of continuing education event:

Sponsor:

Copy of agenda or flyer attached: Yes [ ] No [ ]

Location:

Date(s):

BOOK — Name of book:

Author of book:

VIDEQO — Name of educational video:

Subject matter of educational video and producer:

Hours of Ethics:

hours
Hours of Other:
hours
Total credit hours of continuing education:
hours

| attest that I:
1) | attended the above described event and was present for the number of hours
that | am claiming;

2) | read the above described book or
3) | watched the above described video.

(signature) (date)
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| nformation Release Policy

The intent of this policy is to establish guidelines and procedures for the dissemination of information
from or about, the West Virginia Investment Management Board (WVIMB) and it’s activities.

Much of the information frequently requested by interested partiesis available, to anyone, at no charge, at
the WVIMB web site (www.wvimb.org). Documents may be viewed online at any time. If a hard copy is
required, it can be printed from the web site or requested in accordance with the following procedures.

NOTE: Saff reserves the right to waive any or all of these requirements when deemed in the best interest

1)

2)

3)

4)

of the WVIMB, its staff, constituents, participants, or the State of West Virginia.

All requests must be submitted in writing. The request must specifically state the information
being requested. The request may be faxed to (304) 345-5939 or mailed to the following
address:

West Virginia Investment Management Board
ATTN: Information Request

500 Virginia Street, East, Suite 200
Charleston, West Virginia 25301

(304) 345-2672

There will be afee of $50 per hour (2 hour minimum) plus 25 cents per page of requested
material. Thisisto cover our use of personnel, paper, supplies, equipment, facilities, and
postage. If the information is available in a current, printed document, requestor may receive
entire document for afee determined by the staff based upon the actual production and
mailing costs (no hourly or per page fee is applicable). If thisis the first request by any
person or ingtitution, the minimum fee ($100) or the document fee must be paid in advance,
at the time of request. Any remaining balance will be due upon receipt of requested
information.

For any subsequent requests, prepayment in not necessary. An invoice will be included with
the requested information and is expected to be paid within 20 days of receipt of requested
information. If payment is refused, further information requests will be denied until the
reguestors account returnsto good standing.

Information will be supplied in any medium requested as long as staff can reasonably
accommodate the reguest. (Examples of this would be email (Word or Excel), hard copy, fax,
etc.) This policy does not guarantee receipt of information in desired format; however, every
effort will be made to accommodate the request.

The West Virginia Investment Management Board shall respond in writing to the requestor
within five business days. The response shall (1) furnish copies of the requested information,
or (2) advise the requestor of the time and place at which he/she may inspect and copy the
information, or (3) deny the request in accordance with state statute and this policy (Code
citation 29B.1.4 Exemptions included at the end of this policy for reference), or (4) notify the
requestor that the requested information can not be compiled in 5 business days due to
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extreme or unusua circumstances without disrupting critical investment management duties,
and notify requestor as to approximately when the information will be available.

5) The West Virginia Investment Management Board may decline to honor requests that require
the creation of a record containing a compilation of records, extraction of information from
other records or any stetistical analysis of records.

§29B-1-4. Exemptions.

The following categories of information are specifically exempt from disclosure under the
provisions of thisarticle:

(1) Trade secrets, as used in this section, which may include, but are not limited to, any
formula, plan pattern, process, tool, mechanism, compound, procedure, production data, or
compilation of information which is not patented which is known only to certain individuals
within acommercial concern who are using it to fabricate, produce or compound an article or
trade or a service or to locate minerals or other substances, having commercial value, and which
givesits users an opportunity to obtain business advantage over competitors;

(2) Information of a personal nature such asthat kept in a personal, medical or similar file, if
the public disclosure thereof would constitute an unreasonable invasion of privacy, unless the
public interest by clear and convincing evidence requires disclosure in the particular instance:
Provided, That nothing in this article shall be construed as precluding an individual from
inspecting or copying his own personal, medical or similar file;

(3) Test questions, scoring keys and other examination data used to administer alicensing
examination, examination for employment or academic examination;

(4) Records of law-enforcement agencies that deal with the detection and investigation of
crime and the internal records and notations of such law-enforcement agencies which are
maintained for internal use in mattersrelating to law enforcement;

(5) Information specifically exempted from disclosure by statute;

(6) Records, archives, documents or manuscripts describing the location of undevel oped
historic, prehistoric, archaeological, paleontological and battlefield sites or constituting gifts to
any public body upon which the donor has attached restrictions on usage or the handling of
which could irreparably damage such record, archive, document or manuscript;

(7) Information contained in or related to examination, operating or condition reports
prepared by, or on behalf of, or for the use of any agency responsible for the regulation or
supervision of financial institutions, except those reports which are by law required to be
published in newspapers; and

(8) Internal memoranda or letters received or prepared by any public body.

If you have any questions or need clarifications, please contact:

Executive Director

West Virginia Investment Management Board
500 Virginia Street, East, Suite 200
Charleston, WV 25301

(304) 345-2672
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Accounting Procedures

The Board maintains accounting systems to account for each of the investment portfolios
(portfolio accounting) and the participants who have units of ownership in each investment
portfolio (participant accounting). The two systems are reconciled on an ongoing basis to ensure
the proper matching of ownership to the related investment portfolios.

Portfolio Accounting — The Board follows Generally Accepted Accounting Principles (GAAP)
for al accounting functions. This includes the accounting and auditing practices as prescribed
by the American Institute of Certified Public Accountants (AICPA) Audit Guide for Investment
Companies and all related pronouncements of the Financia Accounting Standards Board
(FASB) and the Governmental Accounting Standards Board (GASB).

Participant Accounting — The Board has formed commingled investment portfolios and sold
units of ownership to multiple participants. The Board follows standard industry practices
relating to unit accounting of participant ownership in these portfolios which mandates that a
new price per share be determined as often as participants are allowed to contribute or withdraw
from the portfolio. Monthly, investment income earned is declared as a dividend and is
reinvested in that fund. Capital gains distributions are made on an annual basis.

Participant Directed Accounts— In this relationship the Board is custodian only. The participant
is the sole owner of the assets and directs the staff as to the investment restrictions
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Audit and Control

The Board shall cause an annual financial and compliance audit of the consolidated pension
fund to be made by a certified public accounting firm having a minimum staff of ten certified
public accountants and being a member of the American Institute of Certified Public
Accountants, and, if doing business in West Virginia, being a member of the West Virginia
Society of Certified Public Accountants...W.Va. Code §12-6-6a.

The Trustees shall retain an internal auditor to report directly to the Trustees and shall fix his or
her compensation. The internal auditor shall be a certified public accountant with at least three
years experience as an auditor. The internal auditor shall develop an internal audit plan, with
board approval, for the testing of procedures and the security of transactions. W.Va. Code 812-
6-4d.

The Board shall cause to be conducted an annual external audit of all investment transactions of
the consolidated fund, by a nationally recognized accounting firm. W.Va. Code §12-6-15.

The internal auditor shall also be responsible for a periodic review of internal controls designed
to ensure that the assets held by the Board are protected from loss, theft, or misuse. This
includes a review of the differing money and security transaction types, the execution of those
transactions, the accounting for those transactions, and the separation of those duties.

Personnel involved with monetary or security transactions or the accounting of those transactions
are required to take at least five continuous working days off per year.
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Per for mance M easur ement

The performance of each Investment Manager and Investment Pool is measured against at least
two benchmarks and, if available, a comparable universe over various cycles on a quarterly
basis. This evauation looks at the performance of both the Manager and the effect the
portfolio’s restrictions have on the return. The Board also evaluates the performance of each
Participant Plan and compares the return against the Plan’s actuarial assumption in light of its
objectives.

Performance reviews are a critical part of the portfolio management process. The Board will rely
on its externa investment Managers, Consultant, Custodian, and Staff to provide periodic
performance reviews.

Managers: shall, as directed by the Staff, provide periodic performance reports utilizing a
standardized reporting format specified by the Board. Managers may provide their standard
performance information in a different format as supplemental information only, at their
discretion. Managers will be expected to make periodic performance presentations to the Staff.

Consultant and/or Custodian: shall assist Staff in providing periodic performance reports. These
reports shall detail the performance of individua investment Managers and the overall
performance of each Investment Pool and Participant Plan.

Staff: shall be responsible for ensuring that performance reports are prepared and delivered in a
timely manner, and will provide continual supervision of the performance reporting on the
portfolio. At regular Board meetings, the Staff will be responsible for presenting an executive
summary of the performance reports. The executive summary will include information for the
most recently available month, quarter, year, 3 years and 5 years. Staff will complete a detailed
performance measurement report on a quarterly basis and present the report to the Board for
review outside the confines of the regular Board meetings. In addition, they shall present the
results of any securities lending activities undertaken during the reporting period. The Board may
provide direction regarding the specific format and content of the performance reports.
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Reporting Requirements

West Virginia statute providesfor the distribution of the following reports:

a)

b)

d)

f)

Copies of the annual financial and compliance audit report shall be furnished to the
Governor, Sate Treasurer, State Auditor, President of the Senate, Soeaker of the House or
Delegates, Council of Finance and Administration and Consolidated Public Retirement
Board.

The Board shall produce monthly financial statements for the consolidated pension fund and
the consolidated fund and cause them to be delivered to each member of the Board and the
Executive Secretary of the Consolidated Public Retirement Board as established in Sections
One and Two, Article Ten-d, Chapter Five of the code, and to the Commissioner of the
Bureau of Employment Programs as administrator of the Workers Compensation Fund and
Coal-Workers' Pneumoconiosis Fund, as established in section one, article one, chapter
twenty-three of this code, and section one, article three of said chapter and section seven,
article four-b of said chapter.

The Board shall deliver in each quarter to the Council of Finance and Administration and
the Consolidated Public Retirement Board a report detailing the investment performance of
the retirement plans.

The Board shall cause an annual performance audit to be made by a nationally recognized
fiduciary service. The Board shall furnish copies of the audit report to the Governor, Sate
Treasurer, State Auditor, President of the Senate, Speaker of the House or Delegates,
Council of Finance and Administration and Consolidated Public Retirement Board.

The Board shall provide any other information requested in writing by the Council of
Finance and Administration.

All statements and reports with respect to participant plans require in this section shall be
available for inspection by the member and beneficiaries and designated representatives of
the participant plans. W.Va. Code §12-6-6.

The Board shall prepare annually, or more frequently if deemed necessary by the Board, a
report of its operations and the performance of the various funds administered by it. A copy
thereof shall be furnished to the chief financial officer of each participant plan, the president of
the senate, speaker of the house, legidative auditor, and upon request to any legislative
committee, any banking institution or state or federal savings and loan association in the State,
and any member of the news media, and such report shall be kept available for inspection by any
citizen of this Sate. W.Va. Code §12-6-14.
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The Board shall on a monthly basis provide to each state agency and any other entity investing
monies in the consolidated fund an itemized statement of the agency’s or the entity’s account in
the consolidated fund. The statement shall include the beginning balance, contributiors,
withdrawals, income distributed, change in value and ending balance. W.Va. Code 812-6-15.
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Investment Policy Statement

Statement of Purpose of Investment Policy

A.

Purpose

This document specifically outlines the investment philosophy and practices of
the West Virginia Investment Management Board (WVIMB, Board). It has been
developed to serve as a plan for the management of those assets entrusted to the
Board for investment. The Board believes it is crucial that it adopt a long-term
plan by which these assets will be maintained and enhanced through prudent
investment. The Board has adopted this Investment Policy Statement to serve as
that long-term plan, in order that:

there be a clear understanding on the part of the Trustees, Staff, participants,
beneficiaries and all outside service providers as to the objectives, goas and
restrictions with regard to investment of assets;

assets be structured and invested in a prudent manner; and

there be a meaningful basis for the evaluation of asset classes, investment
managers and strategies used to achieve the investment objectives.

This is the official policy document of the West Virginia Investment Management

Board.

Deviation from this document is not permitted without prior, explicit,

written permission from the WVIMB, provided such deviation does not violate West
Virginia statute or Constitution.

B.

Definition of Terms

For purposes of ease of administration and understanding of this Investment
Policy Statement, the following terms are defined or clarified:

BOARD: The governing body for the West Virginia Investment Management
Board, and any reference elsewhere to Board of Investments or West Virginia
Trust Fund means the Board as defined herein.

WVIMB: The West Virginia Investment Management Board.

TRUSTEES: The Board of Trustees, either collectively or individually.
CONSOLIDATED FUND: That fund that consists of moneys of the state, state
agencies, the Municipa Bond Commission, local governments, and as further
defined by W.Va. Code §12-6-8.

EXECUTIVE DIRECTOR: The Executive Director is the staff position as defined
by W.Va Code 812-6-4(c) serving the Board as the chief executive officer of the
WVIMB staff.

STAFF. The Executive Director of the Board and/or any WVIMB employee.

Page 1 of 15
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CONSULTANT: Theinvestment consultant(s) retained by the Board.

PARTICIPANT PLAN(s): Any component system, fund, or plan held in trust, or
not otherwise suitable for investment in the Consolidated Fund. The Participant
Plans currently include but are not limited to: the Death, Disability and
Retirement Fund for Deputy Sheriffs; the Judges Retirement System; the Public
Employees Retirement System; the Public Safety Death, Disability and
Retirement Fund; the State Police Retirement System; the Teachers Retirement
System; The Workers Compensation Fund | and 1I; the Pneumoconiosis Fund,;
the Workers' Compensation Employees Excess Liability Fund; and The Wildlife
Endowment Fund, the Tobacco Settlement Medical Trust Fund, and the Prepaid
Tuition Trust Fund.

. Establishment and Authority

A.

Creation of Entity

The West Virginia Investment Management Board was created during the 1997
legidative session and is cited as the West Virginia Investment Management
Board Act. Selected portions of the enabling language are as follows:

. .the West Virginia Investment Management Board is given the authority to
develop, implement and maintain an efficient and modern system for the
investment and management of the state's money. The Legislature further finds
that in order to implement these sound fiscal policies, the West Virginia
Investment Management Board shall operate as an independent board with its
own full-time staff of financial professionals. W.Va. Code §12-6-1b.

.. the West Virginia Investment Management Board is empowered by this article
to act as trustee of the irrevocable trusts created by this article, and to manage
and invest other state funds. W.Va. Code §12-6-1f.

.. The board is created as a public body corporate..W.Va. Code §12-6-3a.

Management

The board shall be governed by a board of trustees, consisting of thirteen
members...W.Va. Code §12-6-3b.

The management and control of the board shall be vested solely in the trustees in
accordance with the provisions of this article. W.Va. Code §12-6-4a.

In addition, there are representatives and committees for each Participant Plan
who are entitled by statute to provide input concerning the drafting, review or
modification of the written Investment Policy Statement as it relates to their

Page 2 of 15



West Virginia Investment Management Board
Investment Policy Statement

Participant Plan. The trustees are required to meet quarterly and to hold an annual
meeting before the start of the fiscal year. The Board has delegated the day-to-
day management responsibilities to the Executive Director and his staff.

C. Assets Managed by the Board

The Board shall be vested with ownership of all securities or other investments
lawfully held by the Board of Investments or the West Virginia Trust Fund as of
the effective date of this article. All obligations and assets of the Board of
Investments and the West Virginia Trust Fund, Inc. shall be vested in the West
Virginia Investment Management Board as of the effective date of this article.
W.Va. Code §12-6-16.

The Board manages a number of investment pools that are used to achieve
specific Participant Plan asset allocations and to provide cash management
services for the Consolidated Fund.

I nvestment Philosophy

The primary objective of the Consolidated Fund is to provide liquid investment
aternatives for the state, state agencies, the Municipal Bond Commission and local
governments.

The primary objective of each Participant Plan is to provide benefits to its participants
and beneficiaries. Based on general beliefs about the investment returns available from a
well-diversified, prudently invested portfolio, the Board has adopted specific investment
objectives for each Participant Plan, which are described in the “Participant Plan
Descriptions’ section of the Appendix.

In order to achieve a specified real rate of return for each Participant Plan, the Board
relies on the prevailing financial theory, which currently is an investment strategy
utilizing an appropriate long-term diversified asset allocation model. A prudently
allocated investment program possesses a certain level of diversification, which produces
risk reduction. Interms of level of impact, diversification should be considered along the
following lines: (i.) asset classes (stocks, bonds, cash, etc.), (ii.) geography/country, (iii.)
industry, and (iv.) maturity. Asset alocation modeling should aso take into
consideration specific unique circumstances of each Participant Plan, such as the size,
liquidity needs and financial condition (funded status) of each Participant Plan as well as
genera business conditions. The factors mentioned here are not intended to be limiting;
rather, they are outlined as a general indication of the importance of diversification to
proper asset allocation. The Board determines the proper allocation among asset classes
and managers, based on advice and analysis provided by Staff and/or an external
investment Consultant.

Page 3 of 15



West Virginia Investment Management Board
Investment Policy Statement

The Board recognizes that even though itsinvestments may be subject to short-term
volatility, it iscritical that the Board maintain the appropriate time horizon for each
Participant Plan. This prevents ad-hoc revisions to its philosophy and policies in
reaction to either speculation or short-term market fluctuations. In order to preserve
this view, the Board has adopted the following formal review schedule:

Agenda ltem Review Schedule
Investment Performance Quarterly
Investment Policy Every Year
Strategic Asset Allocation Every Three Years
Policy Asset Allocation Every Three Years

The Board may hire investment Managers to implement its objectives; these Managers
will be given specific tactical roles within the overall strategic investment plan.
Depending on their assignments, the managers may be judged on some or al of the
following: (i) consistency of philosophy, style and key personnel, (ii) performance
relative to an appropriate index or proxy group, and (iii) ability to add incremental value
after costs. The Board shall monitor performance and supervise al Managers.

In determining its philosophy towards risk, the Board considers, in addition to its
fiduciary obligations and statutory requirements, each entity’s purpose and
characteristics, financial condition, liquidity needs, sources and level of contributions,
income and general business conditions. Based upon these many factors, the Board
identifies where either a more aggressive or more conservative approach is warranted, on
an individual plan-by-plan basis. Each Participant Plan’s asset allocation targets and
ranges are summarized in the “Participant Plan Descriptions’ section of the Appendix.

I nvestment Objectives

The board, at the annual meeting...shall review, establish and modify, if necessary, the
investment objectives of the individual participant plans, as incorporated in the
investment policy statements of the respective trusts so as to provide for the financial
security of the trust funds giving consideration to the following: (1) Preservation of
Capital; (2) Diversification; (3) Risk Tolerance; (4) Rate of Return; (5) Sability; (6)
Turnover; (7) Liquidity; and (8) Reasonable Cost of Fees. W.Va. Code §12-6-12-f.

Consolidated Fund

The Board’s objective is to manage the state’s money in an efficient and economical
manner. Realizing the majority of the funds are for operating expenses of the state, it has
designed an investment strategy that addresses the short-term liquidity needs of the
various pools and participants, limiting risk but still allowing for the higher total rate of
return.
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Participant Plans

The Board's objective is to manage the Participant Plans moneys in an efficient and
economical manner, managing risk as it seeks to achieve the specific goals set out in each
Participant Plans Description contained in the Appendix.

In addition, specific investment objectives for each investment pool are contained within
the “Investment Pools’ section of the Appendix.

V. I nvestment Responsibilities

The Board is responsible for the investment and administration of the Participant Plans,
the Consolidated Fund, and the investment pools; as such its operational requirements are
complex. Inorder to properly carry out its investment strategies, the Board relies heavily
on both staff and outside service providers (e.g., professional Consultants, investment
Managers and Custodians). Because of the number of parties involved, their roles as
fiduciaries must be clearly identified to ensure operational efficiency, clear lines of
communication, and accountability in all aspects of operation.

Board of Trustees

The Board has responsibility for establishing and maintaining broad policies and
objectives for al aspects of WVIMB’s operation. Central to this is the Board's
responsibility for the prudent investment of all assets managed by the Board. The Board
shall establish such broad policies and set direction, as set forth in this Investment Policy
Statement.

The Board shall delegate the implementation of these policies and direction to the
Investment Committee and Staff. In doing so, the Board shall maintain a “top-down”
perspective, focussing on important policy level issues, maintaining the proper fiduciary
perspective and time horizon for analysis of the progress of the assets and prudently use
itstime by evaluating/considering the most material issues.

I nvestment Committee

The primary objective of the Investment Committee is to ensure that sufficient assets are
available to provide liquidity to the Consolidated Fund and satisfy benefit payments or
cash flow needs of the Plan Participants at the time they are needed or payable. As a
secondary objective, the Investment Committee is responsible for achieving an optimum
level of return within specified risk parameters and to do so effectively, prudently and in
acost efficient manner, in full compliance with applicable laws and regulations.
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The Investment Committee shall have the following specific responsibilities, to be
performed with the advice and assistance of Staff and investment Consultant, and shall
make recommendations to the Board regarding:

Determination of long-term policies for risk tolerance and asset mix;

Determination of permissible assets (subject to statutory limitation);

Evaluation, selection and termination of investment managers;

Determination of allocation between asset classes in the Policy Allocation and the

Strategy Allocation;

Regular review and revision of this Investment Policy Statement;

e Evaluation of investment results to ensure compliance with investment guidelines and
determine success of investment strategies implemented;

e Evauation and review of the WVIMB Executive Director and Chief Investment
Officer as it regards their ability and effectiveness in carrying out the investment
directives of the Board, properly and effectively communicating the current and
prospective portfolio condition, working with and coordinating all outside
relationships and conveying confidence and knowledge in their roles as stewards of
the investment program. This evaluation will be supplied to the Personnel Committee
at least annualy;

e Other investment related issues as necessary for the prudent and cost effective

investment of Fund assets.

The Investment Committee shall meet prior to the regular meeting of the Board to
address overal investment activities. The Committee shall be briefed by staff and
consultant on any topic or issue pertinent to the Board' s operations. The Committee shall
make a report regarding investment activities to the Board and shal make
recommendations for Board action as necessary.

Personnel Committee

The Personnel Committee’s primary objective is to ensure that staffing is adequate to
effectively and efficiently accomplish the goals of the Board in a professional manner.
Specifically, the Personnel Committee shall review and make recommendations to the
Board, with advice and assistance of Staff, regarding compensation policies and staff
structure. Additionally, it shall have such duties outlined in the Personnel Review Policy.

Executive Director

The Executive Director is appointed by and serves at the pleasure of the Board. The
Executive Director is responsible for planning, organizing, and administering the
operations of the WVIMB under the broad policy guidance and direction of the Board.
The Executive Director, with assistance of Staff, monitors the performance of the
investments, ensures funds are invested in accordance with Board policies; studies,
recommends and implements policy and operational procedures that will enhance the
investment program of the WVIMB; and ensures that proper internal controls are
developed to safeguard the assets of the WVIMB. In fulfilling these responsibilities, the
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Executive Director relies on internal Staff and the Consultants for information, advice
and technical support. All recommendations from the Executive Director regarding
enhancements to the investment program shall be made to the Investment Committee.

Staff

The Staff provides internal investment and consulting services to the Board and the
Executive Director. The primary functions of the internal Staff include: analyzing and
rebalancing the overall asset alocation of the Participant Plans;, execution of fixed
income trades (see “Implementation — Trading Policy” section of the Appendix);
providing technical advice; screening and monitoring external managers, serving as a
liaison to the investment community; and informing and advising the Board and
Executive Director on financial, economic and political developments that may effect the
WVIMB. The Chairperson of the Investment Committee is to be notified of any
rebalancing activity performed by the staff. The internal staff also works closely with the
consultant in support of these duties.

External Investment Consultant

The externa investment Consultant will be selected by and serve at the pleasure of the
Board, based upon recommendations regarding retention/termination from the Investment
Committee to the Board. The Consultant’s duty is to work with the Board, Executive
Director and Staff to help manage the investment process. This includes regular meetings
with the Board and Investment Committee to provide an independent perspective on the
issues facing the WVIMB, and each Participant Plans goals, investment structures,
investment performance and investment managers. The Consultant will review asset
allocations and performance in conjunction with Staff, and make recommendations to the
Board as appropriate. The Consultant will assist in the preparation of investment
performance reporting and analysis on all investment managers. The Consultant will
assist with external manager selection and will promptly inform the Board and Staff of
any material issues concerning the investment managers and discuss the impact of such.

External Investment Managers

The externa investment Managers will be selected by and serve at the pleasure of the
Board, based upon recommendeations regarding retention/termination from the Investment
Committee to the Board. The Board will rely on the advice of and recommendations
from the Investment Committee, Staff and Consultant in selecting and/or dismissing
external investment Managers. Externa investment Managers will have demonstrated
expertise with particular asset classes and/or management styles. Each Investment
Manager shall be aregistered adviser under the Investment Advisers Act of 1940 (or shall
be appropriately exempt from registration). Managers will be given explicit written
directions detailing their particular assignments, and will construct and manage
investment portfolios that are consistent with the investment philosophy and disciplines
for which they were hired. These guidelines, which are contained within the “Investment
Manager Policies and Guidelines” section of the Appendix, will be specific as to the
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particular role of that external investment Manager’s portfolio in the overall investment
structure, and will address the following topics:

Permissible Investments

Style Adherence
Diversification

Portfolio Quality Requirements
Brokerage I ssues

Performance Objectives

Externa investment Managers will select, buy, and sell specific securities within their
guidelines and adhere to the Brokerage Policy detailed within the " Implementation —
Brokerage Policy” section of the Appendix. Compliance with these guidelines is
mandatory. No deviation will be permitted without express written permission, in
advance, from the Board.

Any external investment Manager employed by the Board is expected to communicate, in
writing, any developments that may impact the assets of the Board within five business
days of occurrence. The external investment Manager should communicate these
developments simultaneously to the Chairperson of the Investment Committee, the
Executive Director, and the Chief Investment Officer. Examples of these events include,
but are not limited to:

Significant change in investment philosophy

Loss of one or more key management personnel

Assignment of a new portfolio manager to the WVIMB

Change in the ownership structure of the investment management firm

Any occurrence which might potentially impact the management, professionalism,
integrity or financial position of the investment management firm

Discretion is delegated to the Managers to carry out investment actions as directed by the
Board. Managerswill provide performance reporting to the Board and Staff upon request
utilizing standardized reporting formats.  Specific responsibilities and operational
information for each manager will be addressed at length in the “Investment Manager
Policies and Guidelines’ section of the Appendix.

Custodian

The Custodian(s) holds directly, through its agents, its sub-custodians, or designated
clearing systems, assets as designated by the Board. The Custodian is accountable for
registration of those designated assets in good delivery form, collection of income
generated by those assets, and any corporate action notification. The Custodian(s) is
responsible for delivery and receipt of securities and cash when notified by the Board or
its designee, and tracking and reporting of the aforementioned transactions. The Board
may opt to designate other duties to the Custodian(s).
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VI.

VII.

Standard of Care

Any investment made under this article shall be made in accordance with the provisions
of the “ Uniform Prudent Investor Act” codified as article six-c, chapter (forty-four) of
this code and is further subject to the following requirements:

a) Trustees shall discharge their duties with respect to the 401(a)
plans for the exclusive purpose of providing benefits to
participants and their beneficiaries;

b) Trustees shall diversify fund investment so as to minimize the risk
of large losses unless, under the circumstances, it is clearly
prudent not to do so;

C) Trustees shall defray reasonable expenses of investing and
operating the funds under management; and

d) Trustees shall discharge their duties in accordance with the
documents and instruments governing the trusts or other funds
under management insofar as the documents and instruments are
consistent with the provisions of this article. W.Va. Sate Code
§12-6-11.

Asset Allocation

The investments of the WVIMB are divided into the following general asset classes:
global equities, fixed income and cash. As stated in Section 11, the Investment Policy
Statement shall continue to be refined based upon prevailing financial theory. Currently,
it is common practice to construct portfolios using combinations of asset classes in order
to improve the risk/return profile. This concept is called diversification, and is discussed
briefly in Section I1l. The asset alocation decision is generaly regarded as the most
important decision to be made in the investment management process. Studies have
indicated that approximately 85 percent of the variability in an investment portfolio’s
return can be attributed to the asset allocation decision.

An asset/liability study is the basis for determining a portfolio’s impact on important
financial measures on both a short-term and long-term basis. This asset/liability analysis
identifies the risk/return trade-off inherent within each portfolio, thus allowing the
WVIMB to identify a specific policy asset alocation for each Participant Plan. The
policy asset allocation for each Participant Plan is established by the Trustees based upon
the Board's stated objectives for each Plan, the standard of care set forth in this
Investment Policy Statement and the limitations imposed by statute. This Policy
Allocation is defined as the allocation between the three major asset classes — global
equity, fixed income, and cash. Based upon the criteria stated above, the Board has
adopted a Policy Allocation for each Participant Plan as summarized within the
“Participant Plan Descriptions” section of the Appendix.
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It should be noted that West Virginia statute ultimately limits Participant Plan equity
exposure to 60.0 percent of assets.

Within the three major asset classes, the Board may establish strategic alocations to
secondary components of the classes, e.g. large cap, small cap, value, growth, etc. This
will be defined as the Strategy Allocation and can be found in the “Investment Pools’
section of the Appendix. The strategic allocations to these secondary components
generally represent longer-term beliefs about the relative attractiveness between different
segments within an asset class. They are also generally subject to higher return volatility
than the major asset classes themselves, however, when aggregated together they allow
for an additional level of diversification. As stated in Section I11, aformal Board review
of the Strategic Allocation together with a review of the Policy Allocation shall be
conducted once every three years.

In November of 2003, the Board took additional steps to provide for flexibility to further
refine the Strategy Allocation by delegating authority to the Allocation Committee
(Executive Director, Chief Investment Officer, and Investment Consultant as approved by
the Board only as individually named, which is reflected in the corresponding recorded
minutes of the Board meeting on November 20, 2003) to collectively make allocation
decisions based upon market conditions, including, but not limited to, valuation levels,
market imbalances, and economic and market expectations. This flexibility allows the
Plan(s) to take advantage of changing market conditions. The Board has placed ranges
around the Strategy Allocation in order to maintain appropriate risk controls. Allocation
decisions made by the Allocation Committee are defined as the Range Allocation. Any
time this authority is exercised and Range Allocations are intentionally changed by vote
of the three above-named individuals, the Board will receive written notice of the
allocation change, the rationale, and the agreement or dissent of each voting party on the
following businessday. From time to time, a Range Allocation decision or other issue of
clarification will necessitate that Staff revise individual manager guidelines located in
Appendix D of this Investment Policy Statement. Any such change will be disclosed and
communicated to the Board in this same written notice. A formal Board review of the
Range Allocation will be conducted every three years, in conjunction with the Strategy
Allocation and the Policy Allocation.

Cash equivalents held by managers can be disruptive to the allocation process. Equity
managers are to be fully invested at all times, with the exception of brief periods between
the sale of an existing security and the purchase of a replacement security. Fixed income
managers are exempt from this because of the use of “barbell” strategiesin constructing a
fixed income portfolio. However, each fixed income manager accepts the Board's
intention to avoid market timing and acknowledges that total portfolio performance
(including cash) shall be compared to established performance objectives.
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VIII.

M easur ement of | nvestment Objectives

A primary responsibility of any Board is the oversight and monitoring of its investment
portfolio. The components of the evaluation of portfolio results shall include regular
examination of the following benchmarks to aid in the monitoring of asset allocation
processes and decision-making results:

A.

Actuarial Benchmark

The most important investment return objective to be considered when evaluating
the Plan’s performance is measured by a comparison of the Plan’s return to the
real rate of return that must be achieved in order for the Plans to meet their benefit
obligations as determined by the Consolidated Pensions Retirement Board. While
it is not critical to perform this comparison over shorter time periods (one to five
years), the Plan’s returns to the actuarial benchmark over longer time periods
(five to thirty years) should be closely monitored.

Policy Benchmark

The policy benchmark is the primary determinant and control mechanism of the
risk and return expectations for each Plan and is determined after carefully
considering the liability expectations of that Plan. It isthe most permanent of all
of the benchmarks listed here because it is established using long-term asset and
long-term liability assumptions. The policy benchmark is intended to measure the
broad investment opportunities of each general asset classin which the Board has
decided to invest.

The policy benchmark can only be changed upon Board approval, and must
comply with all State laws, including, but not limited to, the West Virginia
Uniform Prudent Investor Act

Strategy Benchmark

The strategy benchmark is created to measure the Board's decisions to
deliberately deviate from the broad, passive market indices within any asset class
with a long-term perspective. A strategic decision is a decision not to be 100%
passively invested in the broad market index as defined in the policy benchmark
above, and is intended to be maintained over an extended period of time (at least
3-5 years). For example, a strategic decision is a decision by the Board to over-
weight or under-weight growth vs. value, small cap vs. large cap, or developed vs.
emerging markets, which is different than that automatically represented by the
broad indices in the policy benchmark.

The strategic benchmark will be determined by the Strategy Allocation as
approved by the Board, and can and will be changed only upon Board approval,
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generally coinciding when Strategic Allocation changes occur as described in
section VII. Asset Allocation.

D. Allocation Benchmark

The alocation benchmark is created to measure the performance results of the
allocation changes made at the sub-asset class level that has been delegated from
the Board to named individuals on WVIMB Staff and at Investment Consultant.
Those named individuals make up the Allocation Committee. To the extent that
the alocation benchmark exceeds the strategy benchmark, sub-asset class range
decisions have added value. Likewise, to the extent that the allocation benchmark
is lower than the strategy benchmark, sub-asset class range decisions have
detracted from performance. This method of calculating allows the Board to
examine results of the sub-asset class decisions in isolation, without being
impacted by individual investment manager’ s results.

Allocation benchmarks will change with each sub-asset class allocation change.
A formal Board review of the sub-asset class alocation will be conducted every
three years, as described in section VII. Asset Allocation.

E. Implementation Benchmark

The implementation benchmark is created to measure the value added by the
active management of assets, as well as the performance attributed to the hiring
and termination decisons of individual, active investment managers as
recommended by Staff and Investment Consultant and approved by the Board.
The implementation benchmark will be calculated by subtracting the allocation
benchmark from actual Plan total performance results.

The implementation benchmark will be reviewed each time the allocation
benchmark is reviewed, or as deemed necessary by the Board

F. Investment Managers' Benchmarks

Each individual investment manager’s benchmark is created to measure the
manager’s ability to add value net of fees over a predetermined time period
(usualy long enough to cover afull market cycle), as well as provide a source of
guidance to the manager about the WVIMB'’ s intentions of the portfolio they have
been hired to manage. Each investment manager employed by WVIMB will
have a specific benchmark assigned to it. The investment manager, WVIMB
Staff, and Investment Consultant will unanimously agree to this benchmark
before approaching the Board for hiring approval. Any subsequent changesto the
benchmark will also need to be approved by unanimous decision by all parties
and subsequently notified to the Board.
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IX.

Investment manager’ s benchmarks are reported regularly (at least quarterly) to the
Board with investment manager performance and individual benchmarks are
reviewed with the managers as appropriate. The reviewswill be used to assess a
manager’ s ongoing appropriateness within the asset allocation.

Peer Benchmark

While peer universe information can be a useful resource and tool from time to
time, it has limited value as arelevant, consistent, long-term performance
measure. Thisis primarily due to the fact that the constituents of peer universes
(i.e., other public pension plans) all have very unique needs, as well as significant
differences in demographics, resources, liabilities, and arbitrary statutory
restrictions. The Board will compare its performance results to a peer universe
from time to time to gauge differences and similarities with other public pension
plans, but not as a primary evaluative measure of goal achievement.

Investment Guidelinesand Limitations

A.

Permissible Investments

The Board recognizes that risk (i.e., the uncertainty of future events), volatility
(i.e., the potential for variability of asset values), and the possibility of loss in
purchasing power (due to inflation) are present to some degree in all types of
investment vehicles. While high levels of risk are to be avoided, the assumption
of risk is warranted as long as it is compensated in order to allow the investment
Managers the opportunity to achieve satisfactory long-term results consistent with
objectives and fiduciary character of the Consolidated Fund and each Participant
Plan.

All assets selected for investment within a portfolio must have a readily attainable
market value, and must be readily marketable. Listed within the “Permissible
Investments” section of the Appendix are the investment vehicles specifically
permitted under this Investment Policy, except for statutorily required
investments.

Statutory imposed guidelines and restrictions that apply across all portfolios are as
follows:

@ The board shall hold in equity investments no more than sixty
percent of the assets managed by the board and no more than sixty
percent of the assets of any individual participant plan or the
consolidated fund.

(b) The board shall hold in international securities no more than
twenty percent of the assets managed by the board and no more
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AND

(©)

(d)

(€)

(1)

than twenty percent of the assets of any individual participant plan
or the consolidated fund.

The board may not at the time of purchase hold more than five
percent of the assets managed by the board in the equity securities
of any single company or association: Provided, That if a
company or association has a market weighting of greater than
five percent in the Standard & Poor's 500 index of companies, the
board may hold securities of that equity equal to its market
weighting.

The board shall at all times limit its asset allocation and types of
securities to the following:

Q) The board may not hold more than twenty percent of the
aggregate participant plan assets in commercial paper.
Any commercial paper at the time of its acquisition shall be
in one of the two highest rating categories by an agency
nationally known for rating commercial paper;

(20 At no time shall the board hold more than seventy-five
percent of the assets managed by the board in corporate
debt. Any corporate debt security at the time of its
acquisition shall be rated in one of the six highest rating
categories by a nationally recognized rating agency; and

(©)) No security may be purchased by the board unless the type
of security is on a list approved by the board. The board
may modify the securities list at any time and shall give
notice of that action ...

Notwithstanding the investment limitations set forth in this section,
it is recognized that the assets managed by the board, or the assets
of the consolidated fund or participant plans, whether considered
in the aggregate or individually, may temporarily exceed the
investment limitations in this section due to market appreciation,
depreciation and rebalancing limitations.  Accordingly, the
l[imitations on investments set forth in this section shall not be
considered to have been violated if ... W.Va. Sate Code §12-6-12.

At no time shall more than seventy-five percent of the consolidated
fund be invested in any bond, note, debenture, commercial paper
or other evidence of indebtedness of any private corporation or
association;
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(2 At no time shall more than five percent of the consolidated fund be
invested in securities issued by a single private corporation or
association; and

3 At no time shall less than fifteen percent of the consolidated fund
be invested in any direct obligation of or obligation guaranteed as
to the payment of both principal and interest by the United States
of America. W.Va. Code §12-6-10

Because each Participant Plan has its own objectives, the Trustees have formed multiple pooled
portfolios to meet the differing needs. The Trustees have delineated objectives and restrictions
for each individual pool, as described within the “Investment Pools’ section of the Appendix.
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PARTICIPANT PLAN DESCRIPTIONS
Defined Benefit Plans. Death, Disability and Retirement Fund
for Deputy Sheriffs

Histor

The Death, Disability and Retirement Fund for Deputy Sheriffs was created in 1998. As of
July 1, 2003, the Plan covered atotal of 1,010 participants. Of these, 792 were active members,
127 were retirees or beneficiaries, 91 terminated participants.

Funded Status

As of July 1, 2003 the market value of assets was approximately $49.4 million with a funded
ratio of 62%.

Liquidity Needs

The Plan currently has positive net cash flows.

| nvestment Objectives

The Total Plan investment objectives are as follows:
e To exceed the actuarial interest rate assumption of 7.5 percent per annum, net of fees.
e Toachieve atotal real rate of return of at least 4.0 percent per annum, net of fees.

e Preserve the current well-funded position while not subjecting the Plan to an undue level
of risk.

Asset Allocation

Based upon the Board's determination of the appropriate risk tolerance for the Plan, the Board
has adopted the following broad asset allocation guidelines for the assets managed for the Death,
Disability and Retirement Fund for Deputy Sheriffs. (Policy targets have been established on a
market value basis.)

Asset Class Policy Allocation
Domestic Equity 42.0%
International Equity 18.0%

Total Equity 60.0%
Fixed Income 40.0%
Cash (included in Fl above) $225,000
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PARTICIPANT PLAN DESCRIPTIONS
Defined Benefit Plans: Judges Retirement System
History

The Judges' Retirement System was created in 1949. Asof July 1, 2003, the Plan covered atotal
of 120 participants, of which 57 were active employees, 60 were retirees and beneficiaries, and
had 3 terminated participants.

Funded Status

As of July 1, 2003, the market value of assets was approximately $52.8 million, with a funded
ratio of 54 percent. The State has established an objective of having the Plan fully funded by
June 30, 2018.

Liquidity Needs

The Plan is currently cash flow positive.

I nvestment Objectives

The Total Plan investment objectives are as follows:
e To exceed the actuarial interest rate assumption of 6.5 percent per annum, net of fees.
e Toachieve atotal real rate of return of at least 4.0 percent per annum, net of fees.

e Reduce the unfunded liability while maintaining adequate liquidity to satisfy benefit
payments and while not subjecting the Plan to an undue level of risk.

Asset Allocation

Based upon the Board' s determination of the appropriate risk tolerance for the Plan, the Board
has adopted the following broad asset allocation guidelines for the assets managed for the
Judges Retirement System. (Policy targets have been established on a market value basis.)

Asset Class Policy Allocation
Domestic Equity 42.0%
International Equity 18.0%

Total Equity 60.0%
Fixed Income 40.0%
Cash (included in FI above) $525,000
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PARTICIPANT PLAN DESCRIPTIONS
Defined Benefit Plans. Public Employees Retirement System
History
The Public Employees Retirement System was created in 1961. As of July 1, 2003, the Plan
covered atotal of 64,580 participants; comprised of 35,503 active employees, 18,588 retirees and
beneficiaries, 10,489 terminated participants.

Funded Status

Asof July 1, 2003, the market value of assets was approximately $2.7 billion, with afunded ratio
of 73 percent. Current projections indicate that prospective employee and employer
contributions, along with investment earnings, will no longer eliminate the unfunded liability by
plan year 2007.

Liquidity Needs

The Plan is expected to have modest liquidity needs of approximately 1.0 percent to 2.0 percent
per year for the foreseeable future.

I nvestment Objectives

The Total Plan investment objectives are as follows:
e To exceed the actuarial interest rate assumption of 7.5 percent per annum, net of fees.
e Toachieve atotal real rate of return of at least 4.0 percent per annum, net of fees.

e Reduce the unfunded liability while maintaining adequate liquidity to satisfy benefit
payments and while not subjecting the Plan to an undue level of risk.

Asset Allocation

Based upon the Board' s determination of the appropriate risk tolerance for the Plan, the Board
has adopted the following broad asset allocation guidelines for the assets managed for the Public
Employees Retirement System. (Policy targets have been established on a market value basis.)

Asset Class Policy Allocation
Domestic Equity 42.0%
International Equity 18.0%

Total Equity 60.0%
Fixed Income 40.0%
Cash (included in FI above) $19,500,000
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PARTICIPANT PLAN DESCRIPTIONS

Defined Benefit Plans. Department of Public Safety Death, Disability and
Retirement Fund (Plan A)

History

The Public Safety Death, Disability and Retirement Fund was created in 1925. As of July 1,
2003, the Plan covered atotal of 877 participants which was comprised of 263 active employees,
606 retirees and beneficiaries, and 8 terminated participants.

Funded Status

As of July 1, 2003, the market value of assets was approximately $99.4 million, with a funded
ratio of 22 percent. The State has established an objective of having the Plan fully funded by
June 30, 2025.

Liquidity Needs

The Plan is currently expected to remain slightly cash flow positive.

| nvestment Objectives

The Total Plan investment objectives are as follows:
e To exceed that actuarial interest rate assumption of 7.5 percent per annum, net of fees.
e Toachieve atotal real rate of return of at least 4.0 percent per annum, net of fees.

e Reduce the unfunded liability while maintaining adequate liquidity to satisfy benefit
payments and while not subjecting the Plan to an undue level of risk.

Asset Allocation

Based upon the Board' s determination of the appropriate risk tolerance for the Plan, the Board
has adopted the following broad asset allocation guidelines for the assets managed for the Public
Safety, Death and Disability Retirement Fund. (Policy targets have been established on a market
value basis.)

Asset Class Policy Allocation
Domestic Equity 42.0%
International Equity 18.0%

Total Equity 60.0%
Fixed Income 40.0%
Cash (included in FI above) $3,000,000
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PARTICIPANT PLAN DESCRIPTIONS
Defined Benefit Plans. State Police Retirement System (Plan B)
History

The State Police Retirement System was created in 1994. As of July 1, 2003, the Plan covered
370 participants. Of these, 338 were active employees, 4 were retirees and beneficiaries, and 28
were terminated participants.

Funded Status

As of July 1, 2003, the market value of assets was approximately $14.8 million, with a funded
ratio of 87 percent.

Liquidity Needs

The Plan is expected to be in a positive net cash flow position for the foreseeable future.

I nvestment Objectives

The Total Plan investment objectives are as follows:
e To exceed the actuarial interest rate assumption of 7.5 percent per annum, net of fees.
e Toachieve atotal real rate of return of at least 4.0 percent per annum, net of fees.

e Reduce the unfunded liability while maintaining adequate liquidity to satisfy benefit
payments and while not subjecting the Plan to an undue level of risk.

Asset Allocation

Based upon the Board' s determination of the appropriate risk tolerance for the Plan, the Board
has adopted the following broad asset allocation guidelines for the assets managed for the State
Police Retirement System. (Policy targets have been established on a market value basis.)

Asset Class Policy Allocation
Domestic Equity 42.0%
International Equity 18.0%

Total Equity 60.0%
Fixed Income 40.0%
Cash (included in FI above) $50,000
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PARTICIPANT PLAN DESCRIPTIONS
Defined Benefit Plans. Teachers Retirement System
History

The Teachers Retirement System was created in 1941. As of July 1, 2003, the Plan covered a
total of 50,187 participants, comprised of 20,919 active employees, 25,441 retirees and
beneficiaries, and 3,827 terminated participants.

Funded Status

Asof July 1, 2003, the market value of assets was approximately $1.2 billion, with afunded ratio
of 19 percent. The State has established an objective of having the Plan fully funded by June 30,
2034.

Liquidity Needs

The Plan has a very dynamic net cash flow position, which evolves from a positive net cash flow
position currently, to no net cash flow needs in plan year 2006, to substantial liquidity needs of at
least 10 percent per year beginning in plan year 2014.

I nvestment Objectives

The Total Plan investment objectives are as follows:
e To exceed the actuarial interest rate assumption of 7.5 percent per annum, net of fees.
e Toachieve atotal real rate of return of at least 4.0 percent per annum, net of fees.

e Reduce the unfunded liability while maintaining adequate liquidity to satisfy benefit
payments and while not subjecting the Plan to an undue level of risk.

Asset Allocation

Based upon the Board' s determination of the appropriate risk tolerance for the Plan, the Board
has adopted the following broad asset allocation guidelines for the assets managed for the
Teachers' Retirement System. (Policy targets have been established on a market value basis.)

Asset Class Policy Allocation
Domestic Equity 42.0%
International Equity 18.0%

Total Equity 60.0%
Fixed Income 40.0%
Cash (included in FI above) $35,250,000
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PARTICIPANT PLAN DESCRIPTIONS
I nsurance Plans: Workers' Compensation Fund
History

The Workers Compensation Fund was formed in 1913. The Plan was created to be the
exclusive provider of workers compensation insurance in West Virginia.

Funded Status

As of July 1, 2003, the Plan assets were valued at approximately $685 million, with an
approximate funding ratio of 16 percent.

Liquidity Needs

In June 2003, the West Virginia Workers Compensation Bureau provided WVIMB with
projected monthly net cash flows from July 2003 through June 2006. Until a permanent funding
source for the Fund is secured, al current assets are invested in a laddered, US Treasury fixed
income portfolio dedicated to provide cash flows from investment maturities that will coincide
with the Plan’s projected cash flow needs.

I nvestment Objectives

The Total Plan investment objective is to meet al projected cash flow needs as determined by
the West VirginiaWorkers' Compensation Bureau through June 2006.

Asset Allocation

Based upon the Board' s determination of the appropriate risk tolerance for the Plan, the Board
has adopted the following asset allocation guidelines for the assets managed for the Workers
Compensation Fund.

Asset Class Policy Allocation
Domestic Large Cap Equity 0.0%
Domestic Small Cap Equity 0.0%
International Equity 0.0%

Total Equity 0.0%
Dedicated Fixed Income 100.0%
Cash (included in FI above) M atures as needed
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PARTICIPANT PLAN DESCRIPTIONS
I nsurance Plans: Pneumoconiosis Fund

History

The Pneumoconiosis Fund was formed in 1974 to provide for insurance coverage to coal
operators for their potential liability under the Federal Coal Mine Health and Safety Act of 1969.

Funded Status

As of July 1, 2003, the Plan assets were valued at approximately $390 million, with a funding
ratio of 186 percent. In the past, the State has elected to transfer a portion of the surplus to The
Workers Compensation Fund in an effort to reduce the deficit within that Fund.

Liquidity Needs

The liquidity needs of the Pneumoconiosis Fund are actuarially determined based on the run-off
of liabilities, which are assessed annually.

I nvestment Objectives

The Total Plan investment objectives are as follows:
e To exceed the actuarial interest rate assumption of 5.0 percent per annum, net of fees.
e Preservethe Fund's current surplus position.

Asset Allocation

Based upon the Board' s determination of the appropriate risk tolerance for the Plan, the Board
has adopted the following broad asset allocation guidelines for the assets managed for the
Pneumoconiosis Fund. (Policy targets have been established on a market value basis.)

Asset Class Policy Allocation
Domestic Equity 14.0%
International Equity 6.0%

Total Equity 20.0%
Fixed Income 75.0%
Cash and Cash Equivalents 5.0%
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PARTICIPANT PLAN DESCRIPTIONS
I nsurance Plans. Workers' Compensation Employees Excess Liability Fund
History

The Workers Compensation EELF Fund was created in 1983 to provide insurance for
employers who are liable for any excess damages not covered by regular Workers
Compensation. Thisisavoluntary fund with limited participation.

Funded Status

As of July 1, 2003, the Plan assets were valued at approximately $13.3 million, with a funding
ratio of 295 percent.

Liquidity Needs

Cash flow needs are sporadic and may represent a significant portion of the Fund.

I nvestment Objectives

The Total Plan investment objectives are as follows:
e To exceed the actuarial interest rate assumption of 5.0 percent per annum, net of fees.
e Provide adequate liquidity to meet cash flow requirements.

Asset Allocation

Based upon the Board' s determination of the appropriate risk tolerance for the Plan, the Board
has adopted the following broad asset allocation guidelines for the assets managed for the
Worker’'s Compensation EELF Fund. (Policy targets have been established on a market value
basis.)

Asset Class Policy Allocation
Domestic Equity 28.0%
International Equity 12.0%

Total Equity 40.0%
Fixed Income 60.0%
Cash (included in FI above) $1,250,000
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PARTICIPANT PLAN DESCRIPTIONS

Endowment Funds: Wildlife Endowment Fund
History
The Wildlife Endowment Fund was created in 1998. The objective for the Wildlife Endowment
Fund is to supplement the Department of Natural Resources annual budget in support of various
statewide projects.
Asset Value
Asof July 1, 2003, the Plan assets were valued at approximately $24.3 million.

Liquidity Needs

The liquidity needs of the Endowment Fund will be set on an annual basis and determined by a
separate Wildlife Endowment Board as established by the Department of Natural Resources.

I nvestment Objectives

The Total Plan investment objectives are as follows:

e Toachieve atotal real rate of return of at least 4.0 percent per annum, net of fees.
e Provide adequate liquidity to meet cash flow requirements.

Asset Allocation

Based upon the Board' s determination of the appropriate risk tolerance for the Plan, the Board
has adopted the following broad asset allocation guidelines for the assets managed for the
Wildlife Endowment Fund. (Policy targets have been established on a market value basis.)

Asset Class Policy Allocation
Domestic Equity 42.0%
International Equity 18.0%

Total Equity 60.0%
Fixed Income 40.0%
Cash and Cash Equivalents 0.00%
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PARTICIPANT PLAN DESCRIPTIONS
Endowment Funds; Tobacco Settlement Medical Trust Fund

History

The Tobacco Settlement Medical Trust Fund was established in 1999. The main objective of the
Tobacco Settlement Medical Trust is to stabilize the states health related programs and delivery
systems. They are also intended to be used “for the purpose of educating the public about the
health risks associated with tobacco usage and for the establishment of a program designed to
reduce and stop the use of tobacco by the citizens of this state and in particular by teenagers’.

Asset Value
Asof July 1, 2003, the Plan assets were valued at approximately $139.7 million.

Liquidity Needs

There are no current liquidity needs for the Tobacco Settlement Medical Trust Fund.

I nvestment Objectives

The Total Plan investment objectives are as follows:

e Toachieve atotal real rate of return of at least 4.0 percent per annum, net of fees.

Asset Allocation

Based upon the Board' s determination of the appropriate risk tolerance for the Plan, the Board
has adopted the following broad asset allocation guidelines for the assets managed for the
Tobacco Settlement Medical Trust Fund. (Policy targets have been established on a market
value basis.)

Asset Class Policy Allocation
Domestic Equity 42.0%
International Equity 18.0%

Total Equity 60.0%
Fixed Income 40.0%
Cash and Cash Equivalents 0.00%
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PARTICIPANT PLAN DESCRIPTIONS

Endowment Funds: Prepaid Tuition Trust Fund and
Prepaid Tuition Escrow Account

History

The Prepaid Tuition Trust Fund was established in 1997 with the objective of enhancing and
improving higher education in the state of West Virginia. Thisis accomplished by providing
individuals and organizations a means for paying future college tuition and feesin advance at a
rate set today.

Effective March 2003, the Prepaid Tuition Trust Fund was closed to new contracts unless or until
the Legidature authorizes the Fund to reopen. The Prepaid Tuition Trust Escrow Account was
created in 2003 in the state treasury to guarantee payment of existing prepaid tuition plan
contracts for a period of 10 years ending June 30, 2013.

Asset Value

Asof July 1, 2003, Fund investments were valued at approximately $63.9 million and the
actuarially funded status was approximately 86%. As of January 1, 2004, the Escrow Account
assets were valued at approximately $500,000.

Liquidity Needs

There are no current liquidity needs for the Prepaid Tuition Trust Fund or the Prepaid Tuition
Escrow Account. Cash receipts from participants monthly payments on prepaid tuition
contracts are currently sufficient to pay benefits and expenses of the Prepaid Tuition Trust Fund.

In order to eliminate any actuarially-determined projected unfunded liability, the Escrow
Account will receive payments from the Unclaimed Property Trust Fund over a period of ten
fiscal years on or before December 15" of each year, not to exceed $500,000 per year.

I nvestment Objectives

Thetotal plan investment objectives are as follows:

e To meet or exceed the actuarial interest rate assumption of 7.25 percent per annum, net of
fees.

e To generate long term, net of fee, returns that exceed the plan’s liquidity needs.
e To build and maintain an actuarial surplus at alevel recommended by the actuaries.
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Asset Allocation

Based upon the Board' s determination of the appropriate risk tolerance for the Fund, the Board
has adopted the following broad asset allocation guidelines for the assets managed for the
Prepaid Tuition Trust Fund. (Policy targets have been established on a market value basis.)

Asset Class Policy Allocation
Domestic Equity 42.0%
International Equity 18.0%

Total Equity 60.0%
Fixed Income 40.0%
Cash (included in FI above) $10,000

The Escrow Account is mandated by law to be 100% invested in Fixed Income securities.
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PERMISSIBLE INVESTMENTS

Equities:

U.S. Common Stocks and Preferred Stocks
Non-U.S. Common Stocks and Preferred Stocks
American Depository Receipts (ADR’s)
Commingled Funds

Real Estate Investment Trusts (REIT’S)

Stock Warrants

Stock Index Futures
Exchange Traded Funds (ETF’s)

Fixed Income Investments:

U.S. Government and Agency Securities and Government Instrumentalities
Corporate Bonds (Investment and Non-Investment Grade)

Taxable Municipal Bonds

Asset-Backed Securities

Mortgage-Backed Securities

Convertible Bonds

Trust Preferred Securities

Yankee Bonds and Global Euro Bonds

Securities registered under Rule 144A of the Securities Act of 1933 are

permissible and will be classified into the appropriate security class as
authorized above

Derivatives:

Derivative use specifically authorized in the WVIMB Derivative Use Policy
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Cash Equivalents:

U.S. Treasury Bills

Commercial Paper

Certificates of Deposit

Repurchase Agreements

Agency Discount Notes

Bank Short-Term Investment Funds (STIF)
Money Market Funds

Securities registered under Rule 144A of the Securities Act of 1933 are
permissible and will be classified into the appropriate security class as
authorized above

Restricted Investments:

Derivative use not specifically authorized in the WVIMB Derivative Use
Policy

Short sales or margin transactions

Investment in commaodities or commodity contracts

Direct loans or extension lines of credit to any interested party
Letter stock

Unregistered securities and private placements (except those securities
regulated by SEC Rule 144A), including 4. (2.) commercial paper
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INVESTMENT POOLS
Consolidated Fund: Government Money Market Fund

Objectives

The Government Money Market Fund was created to invest restricted moneys of the state in
treasury securities. The objective of the portfolio is to maintain sufficient liquidity to meet the
daily disbursements of the participants while earning a small return above inflation. The
portfolio is structured as a money market fund where the goal is a stable dollar value per share,
thus preserving principal. The risk factor on this portfolio is low and managed through maturity
restrictions. The default risk has been practically eliminated through the purchase of securities
which the market considers default free. The participants are paid on an income basis, which
includes interest income and realized gains and |osses.

Benchmarks

For purposes of complying with the exposure limits set forth for this Pool, and for
purposes of evaluating investment returns (net of externa management fees), the
following benchmark will be utilized: the Salomon 90-day T-bill I ndex.

For purposes of guiding investment strategy, external managers should also consider the
portfolio’s comparison to the following benchmarks. The Money Fund Report First Tier
Institutional median return, the U.S. Effective Federal Funds Rate, and the inflation rate
as defined by the annualized U.S. real GDP deflator (all net of externa management
fees).

Permissible | nvestments

The following security types are approved for use in the Government Money Market Fund:

1.

2.

3.

4,

US Treasury Bills, Notes and Bonds issued by the U.S. Treasury or securities issued by
securities dealers that are backed by direct U.S. Treasury obligations

US Government Agency Bills, Notes and Bonds issued by a U.S. Government Agency
(either afederally related institution or a government sponsored enterprise

Repurchase Agreements — Repo collateral should be restricted to cash and security types
approved in item 1 of the Permissible Investment section of this policy.
Government Money Market Funds

(Liquidity and quality will be the dominant characteristics of the holdings. Generally, the
Government Money Market Fund will be dominated by money market type securities issued by
the U.S. Government and its agencies.)
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Maturity Restrictions

The weighted average maturity of the Government Money Market Fund shall not exceed 60
days. The final maturity of securities held within the Government Money Market Fund shall be
397 daysor less. The portfolio shall at all times maintain sufficient liquidity to meet daily
withdrawals.

Quality and Other Restrictions

1.

All restrictions are based upon percentage of the portfolio holdings on an amortized cost
basis.

The portfolio must at all times have at least 15.0 percent of the portfolio in treasury
securities.

No more than 85.0 percent of the portfolio shall be invested in repurchase agreements.

Repurchase agreements must be 102 percent collateralized and may only be executed
with primary dealers or top tier banks.

Securities that fall out of compliance may be held to maturity unless the holding violates
state statute or other regulatory guidelines. The Board may require the manager to sell
non-compliant assets when the portfolio changes composition.

The portfolio may not buy private placements, inverse floaters, or be leveraged in any
manner.
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INVESTMENT POOLS
Consolidated Fund: Cash Liquidity Pool

Obj ectives

The Cash Liquidity Pool was created to invest the majority of the state and local government
operating funds. The objective of the portfolio is to maintain sufficient liquidity to meet the
daily disbursements of the state and participants while earning a small return above inflation.
The portfolio is structured as a money market fund where the goal is a stable dollar value per
share, thus preserving principal. The risk factor on this portfolio is low and managed through
numerous maturity restrictions, diversification guidelines, and credit limits. The participants are
paid on an income basis that includes interest income and realized gains and losses.

Benchmarks

e For purposes of complying with the exposure limits set forth for this Pool, and for
purposes of evaluating investment returns (net of externa management fees), the
following benchmark will be utilized: the Salomon 90-day T-bill Index + 15 basis
points.

e For purposes of guiding investment strategy, external managers should also consider
the portfolio’s comparison to the following benchmarks. The Money Fund Report
First Tier Institutional median return, the U.S. Effective Federal Funds Rate, and the
inflation rate as defined by the annualized U.S. real GDP deflator (all net of external
management fees).

Permissible | nvestments

The following security types are approved for use in the Cash Liquidity Pool:

1. US Treasury Bills, Notes and Bonds issued by the U.S. Treasury or securities issued by
securities dealers that are backed by direct U.S. Treasury obligations

2. US Government Agency Bills, Notes and Bonds issued by a U.S. Government Agency
(either afederally related institution or a government sponsored enterprise)

Certificates of Deposit

Commercial Paper (rated A1/P1 or better)
Corporate Notes and Bonds

Repurchase Agreements

Asset-Backed Securities
Money Market Funds

ON O A~ W

(Liquidity and quality will be the dominant characteristics of the holdings. Generally, the Cash
Liquidity Pool will be dominated by money market type securities issued by the U.S.
Government, its agencies, and U.S. based corporations.)
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Maturity Restrictions

The weighted average maturity of the Cash Liquidity Pool shall not exceed of 60 days. The
portfolio shall at al times maintain sufficient liquidity to meet daily withdrawals.

Quality and Other Restrictions

1.

N o g bk~ w

© ©

10.

11.

12.

13.

14.

15.

All restrictions are based upon percentage of the portfolio holdings on an amortized cost
basis.

The portfolio must at all times have at least 15.0 percent of the portfolio in US Treasury
securities.

No more than 75.0 percent of the portfolio may be invested in corporate securities.
No more than 5.0 percent of the portfolio may be invested in any one corporate name.
No more than 10.0 percent of the portfolio may be invested in Y ankee issues.

No more than 3.0 percent of the portfolio may be invested in any one Y ankee name.

All domestic corporate and Yankee securities must be rated AA- or higher (or its
equivalent).
No more than 75.0 percent of the portfolio may be invested in floating rate notes.

Floating rate notes shall be based on a money market index. US Government backed
floating rate notes shall not have a final maturity longer than 731 days. Floating rate
notes not guaranteed by the US Government shall not have a final maturity longer than
397 days.

No more than 75.0 percent of the portfolio shall be invested in commercial paper, with a
maximum of 50.0 percent of the 75.0 percent restriction in asset-backed commercial
paper (max in ABCP = 50% *75% = 37.5% of portfolio).

Commercial paper purchase will be limited to commercial paper with a minimum rating
of Al by Standard & Poor’s and P1 by Moody’s. The final maturity on commercial
paper will be 185 days or less from the date of purchase.

No more than 75.0 percent of the portfolio shall be invested in certificates of deposit and
the credit rating of the issuing bank must be rated A1/P1 by Standard & Poor’s and
Moody’s.

Repurchase agreements must be 102 percent collateralized and may only be executed
with primary dealers or top tier banks.

A maximum of 37.5 percent of the portfolio may be invested in asset-backed securities
and asset-backed commercia paper combined, with no more than 20.0 percent of the
portfolio invested in asset-backed securities. Asset-backed securities must have a
minimum rating of AAA or A1/P1 by Standard and Poor’s and Moody’s. Furthermore,
a maximum of 10.0 percent of the portfolio may be invested in any single issuer name
and no more than 5.0 percent may be invested in any single issue. Additionally, for
purposes of calculating the weighted average maturity of the portfolio, the average life
of the asset-backed security shall be used.

Securities that fall out of compliance may be held to maturity unless the holding violates
state statute or other regulatory guidelines. The Board may require the manager to sell
non-compliant assets when the portfolio changes composition.
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16. The portfolio may not buy unregistered securities or private placements with the
exception of those securities issued pursuant to the SEC Rule 144A and commercial
paper issued pursuant to rule 4(2) of the Securities Act of 1933. No more than 37.5
percent of the portfolio will be invested in 144A securities and commercial paper issued
pursuant to Rule 4(2) combined.

17. The portfolio may not invest in inverse floaters or be leveraged in any manner.
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INVESTMENT POOLS
Consolidated Fund: Enhanced Yield Fund

Obj ectives

The Enhanced Yield Fund was created to invest restricted moneys of the state, which have a
perceived longer-term investment horizon. The goa of the portfolio is to earn an incremental
return over the Cash Liquidity Fund with an objective of capital growth rather than current
income. The portfolio will strike a monthly NAV value and is structured to allow participants
monthly withdrawals and deposits. The risk factor on this portfolio is dlightly higher than the
Cash Liquidity Fund.

Benchmarks

e For purposes of complying with the exposure limits set forth for this Pool, and for purposes
of evaluating investment returns (net of external management fees), the following benchmark
will be utilized: the Salomon 1-3 Gov/Credit index plus 10 basis points.

e For purposes of guiding investment strategy, external managers should also consider the
portfolio’s comparison to the following benchmarks: The Money Fund Report First Tier
Institutional median return, the U.S Effective Federal Funds Rate, and the inflation rate as
defined by the annualized U.S. real GDP deflator (all net of external management fees).

Permissible | nvestments

The following security types are approved for use in the Enhanced Yield Fund:

1. US Treasury Bills, Notes and Bonds issued by the U.S. Treasury or securities issued by
securities dealers that are backed by direct U.S. Treasury obligations

2. US Government Agency Bills, Notes and Bonds issued by a U.S. Government Agency
(either afederally related institution or a government sponsored enterprise)

Certificates of Deposit

Commercial Paper (rated A1/P1 or better)
Corporate Notes and Bonds

Repurchase Agreements

Asset-Backed Securities
Money Market Funds

ON O O~ W

(Liquidity and quality will be the dominant characteristics of the holdings. Generally, the
Enhanced Yield Fund will be dominated by money market type securities issued by the U.S.
Government, it agencies, and U.S. based corporations.)
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Maturity Restrictions

The weighted average maturity of the Enhanced Yield Fund shall not exceed 731 days. Thefinad
maturity of securities held within the Enhanced Yield Fund shall be five years (1,827 days)
provided, however, for purposes of this policy restriction, the “final maturity” for asset-backed
securities shall be defined as the average life of the security. The portfolio shall at al times
maintain sufficient liquidity to meet monthly withdrawals.

Quality and Other Restrictions

1.

N o ok~ w

© ©

10.

11.

12.

13.

14.

All restrictions are based upon percentage of the portfolio holdings on a market value
basis at the time of the security’ s purchase.

The portfolio must at all times have at least 15.0 percent of the portfolio in treasury
securities.

No more than 75.0 percent of the portfolio may be invested in corporate securities.
No more than 5.0 percent of the portfolio may be invested in any one corporate name.
No more than 20.0 percent of the portfolio may be invested in Y ankee issues.

No more than 3.0 percent of the portfolio may be invested in any one Y ankee name.

All domestic corporate and Yankee securities must be rated A- or higher (or its
equivalent).
No more than 75.0 percent of the portfolio may be invested in floating rate notes.

Floating rate notes shall be based on a money market index and shall not have a final
maturity longer than five years.

No more than 75.0 percent of the portfolio shall be invested in commercial paper, with a
maximum of 50.0 percent of the 75.0 percent restriction in asset-backed commercial
paper (max in ABCP =50%* 75%=37.5% of portfolio).

Commercial paper purchase will be limited to commercial paper with a minimum rating
of Al by Standard & Poor’s and P1 by Moody’s. The final maturity on commercial
paper will be 185 days or less from the date of purchase.

No more than 50.0 percent of the portfolio shall be invested in certificates of deposit,
and the credit rating of the issuing bank must be rated A1/P1 by Standard & Poor’s and
Moody’s.

Repurchase agreements must be 102 percent collateralized and may only be executed
with primary dealers or top tier banks.

A maximum of 37.5 percent of the portfolio may be invested in asset-backed securities
and asset-backed commercia paper combined, with no more than 20.0 percent of the
portfolio invested in asset-backed securities. Asset-backed securities must have a
minimum rating of AAA or A1/P1 by Standard and Poor’s and Moody’s. Furthermore,
a maximum of 10.0 percent of the portfolio may be invested in any single issuer name
and no more than 5.0 percent may be invested in any single issue. Additionally, for
purposes of calculating the weighted average maturity of the portfolio, the average life
of the asset-backed security shall be used.
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15. Securities that fall out of compliance may be held to maturity unless the holding violates
state statute or other regulatory guidelines. The Board may require the manager to sell
non-compliant assets when the portfolio changes composition.

16. The portfolio may not buy unregistered securities or private placements with the
exception of those securities issued pursuant to the SEC Rule 144A and commercial
paper issued pursuant to rule 4(2) of the Securities Act of 1933. No more than 37.5
percent of the portfolio will be invested in 144A securities and commercial paper issued
pursuant to Rule 4(2) combined.

17. The portfolio may not invest in inverse floaters or be leveraged in any manner.
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INVESTMENT POOLS
Consolidated Fund: Single Agency Funds

Objectives

The Single Agency Funds are portfolios set up for individual agencies that cannot commingle
their moneys with other investors. The Board does not set objectives for these pools as the
purchase of securities is made by the agency. The Board acts only as an advisor and custodian
on these accounts.

Benchmarks

Not applicable.

Permissible | nvestments

The following security types are approved for use in the Single Agency Funds.
1. Any security permissible by state law.

M aturity Restrictions

1.  No maturity limits.
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INVESTMENT POOLS
Short-Term Pool

Objectives

The Short-Term Pool was created to maintain sufficient liquidity to meet the daily disbursements
requested by the Participant Plans and to invest any contributions until the time the money is
transferred to other asset classes without sustaining capital losses while earning a small return
above inflation. The portfolio is structured as a money market fund where the goal is a stable
dollar value per share, thus preserving principal. The risk factor on this portfolio is low and
managed through numerous maturity restrictions, diversification guidelines, and credit limits.
The participants are paid on an income basis that includes interest income and realized gains and
losses.

Benchmarks

e  For purposes of complying with the exposure limits set forth for this Pool, and for purposes
of evaluating investment returns (net of external management fees), the following benchmark
will be utilized: the Salomon 90-day T-bill Index + 15 basis points.

e For purposes of guiding investment strategy, external managers should also consider the
portfolio’s comparison to the following benchmarks: The Money Fund Report First Tier
Institutional median return, the U.S Effective Federal Funds Rate, and the inflation rate as
defined by the annualized U.S. real GDP deflator (all net of external management fees).

Permissible | nvestments

The following security types are approved for use in the Short-Term Pool:

1. US Treasury Bills, Notes and Bonds issued by the U.S. Treasury or securities issued by
securities dealers that are backed by direct U.S. Treasury obligations

2. US Government Agency Bills, Notes and Bonds issued by a U.S. Government Agency
(either afederally related institution or a government sponsored enterprise)

Certificates of Deposit

Commercial Paper (rated A1/P1 or better)
Corporate Notes and Bonds

Repurchase Agreements

Asset-Backed Securities
Money Market Funds

ON O 0~ W
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(Liquidity and quality will be the dominant characteristics of the holdings. Generally, the Short-
Term Pool will be dominated by money market type securities issued by the U.S. Government,
its agencies, and U.S. based corporations.)

Maturity Restrictions

The weighted average maturity of the Short-Term Pool shall not exceed of 60 days. The
portfolio shall at al times maintain sufficient liquidity to meet daily withdrawals.

Quality and Other Restrictions

1.

N o ok~ w

© ©

10.

11.

12.

13.

14.

All restrictions are based upon percentage of the portfolio holdings on an amortized cost
basis.

The portfolio must at al times have at least 15.0 percent of the portfolio in treasury
securities.

No more than 75.0 percent of the portfolio may be invested in corporate securities.
No more than 5.0 percent of the portfolio may be invested in any one corporate name.
No more than 10.0 percent of the portfolio may be invested in Y ankee issues.

No more than 3.0 percent of the portfolio may be invested in any one Y ankee name.

All domestic corporate and Yankee securities must be rated AA- or higher (or its
equivalent).

No more than 75.0 percent of the portfolio may be invested in floating rate notes.

Floating rate notes shall be based on a money market index. US Government backed
floating rate notes shall not have a final maturity longer than 731 days. Floating rate
notes not guaranteed by the US Government shall not have a final maturity longer than
397 days.

No more than 75.0 percent of the portfolio shall be invested in commercial paper , with a
maximum of 50.0percent of the 75.0 percent restriction in asset-backed commercial
paper (max in ABCP =50%* 75%=37.5% of portfolio).

Commercial paper purchase will be limited to commercial paper with a minimum rating
of Al by Standard & Poor’s and P1 by Moody’s. The final maturity on commercial
paper will be 185 days or less from the date of purchase.

No more than 75.0 percent of the portfolio shall be invested in certificates of deposit and
the credit rating of the issuing bank must be rated A1/P1 by Standard & Poor’s and
Moody’s.

Repurchase agreements must be 102 percent collateralized and may only be executed
with primary dealers or top tier banks.

A maximum of 37.5 percent of the portfolio may be invested in asset-backed securities
and asset-backed commercia paper combined, with no more than 20.0 percent of the
portfolio invested in asset-backed securities.. Asset-backed securities must have a
minimum rating of AAA or A1L/P1 by Standard and Poor’s and Moody’s. Furthermore,
a maximum of 10.0 percent of the portfolio may be invested in any single issuer name
and no more than 5.0 percent may be invested in any single issue. Additionally, for
purposes of calculating the weighted average maturity of the portfolio, the average life
of the asset-backed security shall be used.
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15. Securities that fall out of compliance may be held to maturity unless the holding violates
state statute or other regulatory guidelines. The Board may require the manager to sell
non-compliant assets when the portfolio changes composition.

16. The portfolio may not buy unregistered securities or private placements with the
exception of those securities issued pursuant to the SEC Rule 144A and commercial
paper issued pursuant to rule 4(2) of the Securities Act of 1933. No more than 37.5
percent of the portfolio will be invested in 144A securities and commercial paper issued
pursuant to Rule 4(2) combined.

17. The portfolio may not invest in inverse floaters or be leveraged in any manner.
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INVESTMENT POOLS
Fixed Income Pool

Obj ectives

The main objective for the Fixed Income Pool, which in aggregate comprises a core bond
portfolio, is to generate investment income, provide stability, and enhance diversification but not
at the expense of total return.

The Fixed Income Pool is comprised of three separate strategic asset classes, which when
taken in aggregate enable adequate diversification. These strategic asset classes are listed
in the table below along with their strategic benchmark:

Fixed Income Class Strategic Allocation
US Investment Grade 85.0%
USHighYield 15.0%
International Fixed Income 0.0%

The following alocation ranges were approved in November, 2003 in order to provide
for asset allocation flexibility by delegating authority to the Allocation Committee
consisting of the Executive Director, Chief Investment Officer, and Investment
Consultant (individually named) to collectively make decisions based upon market
conditions, including, but not limited to, valuation levels, market imbalances, and
economic and market expectations. This flexibility allows the Plan(s) to take advantage
of changing market conditions. The Board has approved allocation ranges in order to
maintain appropriate risk controls.

Fixed Income Class Approved
Allocation
Range
US Investment Grade 80-90%

(at least 10% US Treasury and/or US
Agency securities at al times)

USHighYield 10-20%

International Fixed Income* 0-10%

*Note: The combined allocation of the international developed equity,
emerging markets equity, and international fixed income components may
not exceed 20% of the Total Plan allocation, as mandated by statute.
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Benchmarks

e The performance of the Fixed Income Pool will be measured against the Salomon Broad
Investment Grade Index, and the Pool is expected to outperform this benchmark over
three and five year periods, net of external investment management fees.

e The Pool shall seek investment performance that would place it above median versus
comparable funds, measured over three and five year periods.

Per missible | nvestments

The following security types are approved for use in the Fixed Income Pool:

1.

o s~ w

1.
8.
9.

10.
11.
12.

13.
14.
15.

US Treasury Bills, Notes and Bonds issued by the U.S. Treasury or securities
issued by securities dealers that are backed by direct U.S. Treasury obligations

US Government Agency Bills, Notes and Bonds issued by a U.S. Government
Agency (either a federally related institution or a government sponsored
enterprise)

Corporate Notes and Bonds

Convertible Bonds (that trade in line with the underlying bond value)

Listed Fixed Income Mutual Funds (or unit of Commingled Trust Funds)

Fixed Income Futures Contracts, Options, Swaps, Currency Forwards, and
Mortgage Derivatives when used in compliance with the WVIMB Derivatives
Use Policy

Money Market Funds

Mortgage-Backed Securities (both pass-through and structured products)
Asset-Backed Securities

Trust Preferred Securities

Y ankee Bonds

Rule 144-A Private Placements

Certificates of Deposit
Repurchase Agreements
Commercial Paper (rated A1/P1 or better)

(Generally, the Pool will be dominated by fixed income securities issued by the U.S.
Government, its agencies, and U.S.-based corporations.)

Quality and Other Restrictions

1. All restrictions are based upon percentage of the portfolio holdings on a market value
basis at the time of the security’ s purchase.
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10.

11.

12.

13.

14.

No more than 5.0 percent of the portfolio may be invested in any one corporate name.

If more than 3.0 percent of the portfolio is invested in a single corporate name, the
security must be rated AA- or higher (or its equivalent).

No more than 25.0 percent of the portfolio may be invested in floating rate notes.
No more than 25.0 percent of the portfolio shall be invested in commercial paper.

No more than 25.0 percent of the portfolio may be invested in Yankee Bonds, and must
berated A or better.

No more than 50.0 percent of the portfolio may be invested in asset-backed securities,
and must be rated A or better.

The overall dollar-average quality rating of the bond fund will be AA- or higher and will
comply with the constraints of this section. Individually managed portfolios may vary
from this requirement as outlined under the manager investment guidelines.

All corporate notes and bonds must be rated B3 and/or B- or better by Standard & Poor’s
and Moody’ s respectively. Split-rated issues will be classified using the lower of the two
ratings.

Convertible bonds must be rated Baa3 and/or BBB- or better by Standard & Poor’s and
Moody’s. The maximum investment in convertible bonds and adjustable rate preferred
stocks (total joint alocation) will be limited to 10 percent of any fixed income portfolio.

A maximum of 10.0 percent of the Fixed Income Pool may be invested in Rule 144-A
private placements. (Issues which are rated by two prominent rating agencies, such as
Standard & Poor’s and Moody’s, are classified as corporate issues and are not subject to
the 10.0 percent constraint of Rule 144-A private placements.)

Equity securities are not permitted, which includes convertible bonds that have converted
to equity securities.

Securities that fall out of compliance may be held to maturity unless the holding violates
state statute or other regulatory guidelines. The Board may require the manager to sell
non-compliant assets when the portfolio changes composition.

Each Manager is further restricted to the types of fixed income securities outlined in their
specific guidelines, contained in Appendix D.
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INVESTMENT POOLS
Equity Pool

A. Objective

1. The main objective for the Equity Pool is to provide for long-term growth for al
participants.

2. The Equity Pool is comprised of five separate strategic asset classes, which when taken in
aggregate enable adequate diversification. These strategic asset classes are listed in the
table below along with their strategic benchmark:

Equity Class Strategic Allocation
Domestic Large Capitalization 40.0%
Domestic Non-Large Capitalization Core 10.0%
Domestic Non-Large Capitalization Value 20.0%
International Developed 25.0%
Emerging Markets 5.0%

3. The following allocation ranges were approved in November, 2003 in order to provide
for asset allocation flexibility by delegating authority to the Allocation Committee
consisting of the Executive Director, Chief Investment Officer, and Investment
Consultant (individually named) to collectively make decisions based upon market
conditions, including, but not limited to, valuation levels, market imbalances, and
economic and market expectations. This flexibility allows the Plan(s) to take advantage
of changing market conditions. The Board has approved allocation ranges in order to
maintain appropriate risk controls.

Sub-Asset Class Approved Allocation Range
Domestic Large Cap 30-50%
Domestic Non Large Cap Core 5-20%
Domestic Non Large Cap Vaue 10-30%
International Devel oped* 15-35%
Emerging Markets* 0-10%

*Note: The combined allocation of the international developed equity, emerging
markets equity, and international fixed income components may not exceed 20% of
the Total Plan allocation, as mandated by statute.
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The objective of the Equity pool is to outperform a customized equity benchmark over a
full market cycle (3 to 5 years), net of external investment management fees. The
customized benchmark will be comprised of 40 percent S&P 500, 30 percent Russell
2500, and 30 percent MSCI ACWI — ex U.S. In addition, the Equity Pool shall seek
investment performance that would place it above median versus comparable funds,
measured over three and five year periods.

The objective of the Large Cap component is to equal or exceed the large capitalization
equity market (net of external investment management fees) as measured by the S& P 500
Stock Index over a full market cycle (3 to 5 years). Given the belief that the large
capitalization equity market is very efficient, a significant portion of this Component will
be passively managed. The Large Cap Component may also have an active component,
in which advisors manage active portfolios in an attempt to increase the return of the
Large Cap Component.

The objective of the Non-Large Cap component is to outperform the small capitalization
equity market (net of external investment management fees) as measured by the Russell
2500 Index over a full market cycle (3 to 5 years). Given the belief that inefficiencies
exist within the small cap market, a significant portion of this Component will be actively
managed. The small cap alocation will generally be split between a structured value
strategy and an active strategy.

The objective of the International Equity component is to outperform the international
equity market (net of external investment management fees) as measured by the MSCI
ACWI ex-U.S. Index (capitalization weighted) over a full market cycle (3 to 5 years).
Given the belief that substantial inefficiencies exist within the international equity
market, it is anticipated that the entire International Component be actively managed.
Furthermore, a portion of the International Component may be invested in the emerging
markets.

In the absence of a statutory definition for the term “international,” the
Board has adopted the following definition:

An “international security” means a security, the trading of which occurs
neither in whole nor in part in United States currency.

Each equity component will be diversified according to economic sector, industry,
number of holdings and other investment characteristics. However, it is recognized that
in order to achieve its investment objective, the actively managed portion of each
component may not be fully diversified.
B. Permitted Holdings

These security types are approved for use within the Equity Pool:

1. Domestic and Non-U.S. Common and Preferred Stocks and Warrants
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2.

Convertible Bonds and Adjustable Rate Preferred Stocks

3. Equity Futures Contracts, Options, and Currency Forwards, when used in
compliance with the WVIMB Derivatives Use Policy

4. Mutua Fund Shares or Units of Commingled Trust Funds, Including Country
Funds — In instances where commingled funds are utilized, the commingled fund's
deed of trust or prospectus takes precedence over the Investment Policy document.
However, commingled funds will be specifically selected on the basis of their
consistency with the Investment Policy document.

5. Money Market Instruments or Other Cash Equivalents.

6. Securities Eligible for the Short-Term Pool.

C. Quality and Other Restrictions

1.

Decisions as to individual security selection, security size and quality, number of
industries and holdings, current income levels, and turnover are left to broad
manager discretion. This discretion is subject to the usual standards of fiduciary
prudence and quality and other restrictions as set forth in the “Investment
Manager Policies and Guidelines’ section of the Appendix. Furthermore, the
following broad restrictions apply to the Equity Pool:

a

b.

Cash shall be “swept” into a predetermined vehicle.

A maximum of 5.0 percent of an Investment Manager’s portfolio may be
invested in any one Company, unless specifically authorized otherwise.

Investment Managers may invest in cash equivalents, adjustable rate
preferred stocks or convertible bonds, with the understanding that
performance will be measured against the benchmark stock index. Domestic
Managers are limited to 3.0 percent, and International Managers are limited
to 10.0 percent, or less, by Contract.

The use of derivatives will be restricted to hedging purposes only.
Leveraged derivatives and derivatives used for speculative investments are
prohibited.

Each Manager is further restricted to the types of equity securities outlined in
their specific guidelines, contained in Appendix D.
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LARGE CAPITALIZATION DOMESTIC
EQUITY MANAGER POLICY

Investment Manager Policies and Guidelines
Alliance Capital Management, L.P.

Policy:

The portfolio under the supervision of Alliance Capital Management is intended to be a
concentrated domestic equity portfolio. It is the Board of Trustees policy to alocate a portion
of the domestic, large capitalization component of the Equity Pool to actively managed
concentrated portfolios.

Alliance Capital Management is one of two active large cap concentrated managers employed by
the Fund. Alliance Capital Management has been hired to pursue an investment style which the
Board has defined as a large cap concentrated growth domestic equity style. Alliance Capita
Management is expected to produce investment returns that exceed the Russell 1000 Growth
Index by 200 basis points on an annualized basis over rolling three-to-five year periods, net of
fees.

Guidedlines:

A. The portfolio is to be a large cap domestic equity-oriented portfolio. Alliance
Capital Management may purchase short-term cash equivalent instruments which,
for the purpose of measurement, will be treated as equity reserves, not as fixed
income securities. Convertibles are aso permissible, however, they will be
treated as equities as well.

B. It is Alliance Capital Management’s decision as to whether or not to utilize the
Short-Term Investment Fund offered by the Fund’'s custodian, or another cash
equivalent vehicle, and in doing so, is responsible for assessing the credit
worthiness and relative return attractiveness of each cash equivalent fund used.

C. While Alliance Capital Management will be running a concentrated portfolio,
Alliance Capital Management will adhere to the following limitations in order to
avoid undue risk inherent in non-diversified holdings.

1. All restrictions are based upon percentage of the portfolio holdings on a
market value basis at the time of the security’s purchase.

2. All equity investments should emphasize quality and good marketability.
3. Market capitalization should be at least $500 million for each security held.

4. No more than 10.0 percent of the equity portfolio may be invested in
securities of any one issuing corporation.
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5. The portfolio shall hold a minimum of ten stocks and a maximum of thirty
stocks.

6. Investments in any corporation may not exceed 5.0 percent of the outstanding
shares of that corporation.

7. No more than 50.0 percent of the portfolio may be invested in a single sector.

D. The portfolio performance will be measured on atotal return basis which includes
both income and change in market vaue.

E Alliance Capital Management will be reviewed quarterly based on the following
characteristics:

1. Adherenceto style risk assignment.

2. Vdue-added over the Russdl 1000 Growth Index, net of externa
investment management fees.

3. The value-added over similar investment managers.

F. The following investment activities are prohibited in the Alliance Capital
Management portfolio:

Short sales, margin purchases or borrowing,

Private placements or restricted securities, except those under Rule 144A,

Futures, options, except those used for bona fide hedging purposes,

Warrants or other options except when acquired as part of purchased security,

Commodities,

Direct purchases of real estate, and

Foreign securities, unless they are listed or registered on a domestic exchange
and are denominated in U.S. Dollars. A maximum of 20.0 percent of the
portfolio value may be invested in ADRs or foreign securities listed on U.S.
exchanges.

N o g s~ W DN P

G. The portfolio will comply with al federal and state laws and any restrictions
imposed by this Board.

These guidelines are not to be construed as restrictive to Alliance Capital Management’s ability
to follow the strategies they consider are the most appropriate given the Board's directive, but
rather as an exercise of the Board's fiduciary responsibility. If at any time Alliance Capital
Management feels that these instructions are unrealistic, or may be a hindrance in pursuing their
investment style, Staff and the Board are to be notified immediately in writing.
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Reporting Requirements:

A. Written summary reports of transactions, month-end market values, and monthly
rates of return are to be provided to Staff within seven business days after the
close of each month’s business activity.

1. For separate accounts, it is the responsibility of the investment manager to
reconcile any pricing discrepancies between the manager’ s pricing service and
the pricing services utilized by the West Virginia Investment Management
Board. If pricing discrepancies have not been reconciled by the first business
day following monthend, West Virginia Investment Management Board's
pricing service shall be used in calculating performance.

B. Significant changes in strategy are to be reported to Staff in writing as they occur.
A significant change is defined as follows.

1. An alocation to cash or cash equivalents that exceeds 3.0 percent over any
rolling thirty-day period.

2. A meaningful deviation from the investment guidelines communicated to the
Board at the time of hiring or from the guidelines herein.

The investment manager hereby acknowledges that it is a fiduciary and accepts delegation of

fiduciary duty by the Board to the Manager with respect to the Plan’s assets under its discretion
or control.

I nvestment Manager : Alliance Capital Management, L.P.

Representative:

Title:

Date:
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LARGE CAPITALIZATION DOMESTIC
EQUITY MANAGER POLICY

Investment Manager Policies and Guidelines
Chartwdl | nvestment Partners

Policy:

The portfolio under the supervision of Chartwell Investment Partners is intended to be a
concentrated domestic equity portfolio. It is the Board of Trustees policy to alocate a portion
of the domestic, large capitalization component of the Equity Pool to actively managed
concentrated portfolios.

Chartwell Investment Partners is one of two active large cap concentrated managers employed
by the Fund. Chartwell Investment Partners has been hired to pursue an investment style which
the Board has defined as a large cap concentrated value domestic equity style. Chartwell
Investment Partners is expected to produce investment returns that exceed the Russell 1000
Vaue Index by 200 basis points on an annualized basis over rolling three-to-five year periods,
net of fees.

Guidedlines:

A. The portfolio is to be a large cap domestic equity-oriented portfolio. Chartwell
Investment Partners may purchase short-term cash equivaent instruments which,
for the purpose of measurement, will be treated as equity reserves, not as fixed
income securities. Convertibles are aso permissible, however, they will be
treated as equities as well.

B. It is Chartwell Investment Partners’ decision as to whether or not to utilize the
Short-Term Investment Fund offered by the Fund’'s custodian, or another cash
equivalent vehicle, and in doing so, is responsible for assessing the credit
worthiness and relative return attractiveness of each cash equivalent fund used.

C. While Chartwell Investment Partners will be running a concentrated portfolio,
Chartwell Investment Partners will adhere to the following limitations in order to
avoid undue risk inherent in non-diversified holdings.

1. All restrictions are based upon percentage of the portfolio holdings on a
market value basis at the time of the security’s purchase.

2. All equity investments should emphasize quality and good marketability.

3. Market capitalization should be at least $500 million for each security held.

4. No more than 10.0 percent of the equity portfolio may be invested in
securities of any one issuing corporation.
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5. The portfolio shall hold a minimum of ten stocks and a maximum of thirty
stocks.

6. Investments in any corporation may not exceed 5.0 percent of the outstanding
shares of that corporation.

7. No more than 50.0 percent of the portfolio may be invested in a single sector.

D. The portfolio performance will be measured on atotal return basis which includes
both income and change in market value.

E Chartwell Investment Partners will be reviewed quarterly based on the following
characteristics:

1. Adherenceto style risk assignment.

2. Vdue-added over the Russell 1000 Vaue Index, net of externa
investment management fees.

3. The vaue-added over similar investment managers.

F. The following investment activities are prohibited in the Chartwell Investment
Partners portfolio:

Short sales, margin purchases or borrowing,

Private placements or restricted securities, except those under Rule 144A,

Futures, options, except those used for bona fide hedging purposes,

Warrants or other options except when acquired as part of purchased security,

Commodities,

Direct purchases of real estate, and

Foreign securities, unless they are listed or registered on a domestic exchange
and are denominated in U.S. Dollars. A maximum of 20.0 percent of the
portfolio value may be invested in ADRs or foreign securities listed on U.S.
exchanges.

N o g s~ W DN P

G. The portfolio will comply with all federal and state laws and any restrictions
imposed by this Board.

These guidelines are not to be construed as restrictive to Chartwell Investment Partners’ ability
to follow the strategies they consider are the most appropriate given the Board's directive, but
rather as an exercise of the Board's fiduciary responsibility. If at any time Chartwell Investment
Partners feels that these instructions are unredlistic, or may be a hindrance in pursuing their
investment style, Staff and the Board are to be notified immediately in writing.
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Reporting Requirements:

A. Written summary reports of transactions, month-end market values, and monthly
rates of return are to be provided to Staff within seven business days after the
close of each month’s business activity.

1. For separate accounts, it is the responshbility of the investment manager to
reconcile any pricing discrepancies between the manager’ s pricing service and
the pricing services utilized by the West Virginia Investment Management
Board. If pricing discrepancies have not been reconciled by the first business
day following monthend, West Virginia Investment Management Board's
pricing service shall be used in calculating performance.

B. Significant changes in strategy are to be reported to Staff in writing as they occur.
A significant change is defined as follows.

1. An alocation to cash or cash equivalents that exceeds 3.0 percent over any
rolling thirty-day period.

2. A meaningful deviation from the investment guidelines communicated to the
Board at the time of hiring or from the guidelines herein.

The investment manager hereby acknowledges that it is a fiduciary and accepts delegation of

fiduciary duty by the Board to the Manager with respect to the Plan’s assets under its discretion
or control.

I nvestment Manager : Chartwell Investment Partners

Representative:

Title:

Date:
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LARGE CAPITALIZATION DOMESTIC
EQUITY MANAGER POLICY

Investment Manager Policiesand Guidelines
State Street Global Advisors,
adivision of State Street Bank & Trust Company

Palicy:

The portfolio under the supervision of State Street Global Advisorsis intended to be a domestic
equity portfolio. It is the Board of Trustees policy to allocate a portion of the domestic, large
capitalization component of the Equity Pool to an enhanced passively managed portfolio.

State Street has been hired to pursue an investment style that the Board has defined as alarge cap
enhanced passive core domestic equity. State Street is expected to produce investment returns
that exceed the S& P 500 by 100 basis points on an annualized basis over rolling three-year to 5-
year periods, net of fees.

Guidélines:

A. The portfolio is to be a large cap domestic equity-oriented portfolio. State Street
may purchase short-term cash equivalent instruments, which for the purpose of
measurement, will be treated as equity reserves, not as fixed income securities.

B. It is State Street’s decision as to whether or not to utilize the Short-Term
Investment Fund offered by the Fund's custodian, or another cash equivalent
vehicle, and in doing so, is responsible for assessing the credit worthiness and
relative return attractiveness of each cash equivalent fund used.

C. The portfolio will be adequately diversified regarding individual securities and
sectors to avoid the undue risk inherent in non-diversified holdings. In addition,
State Street will adhere to the following limitations.

1. Theportfolio shall be invested only in securities within the S& P 500.

2. Security weightings may not differ by more than 100 basis points from the
weighting of that security in the S& P 500 Index at the time of purchase.

3. Sector weightings typically may not differ by more than 50 basis points from
the weighting of that sector in the S& P 500 Index at the time of purchase.

4. In order to produce afully invested portfolio and/or provide immediate market
exposure or cash liquidity for monthly rebalancing cash flows, the portfolio
may hold up to 10% of its value in S&P 500 futures contracts or S&P 500
SPDRs, unless the client contributes or withdraws more than 10% of the
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fund's value, in which case the fund may fully hedge that exposure until the
transaction is complete.

D. The portfolio performance will be measured on a total return basis that includes
both income and change in market value.

E. State Street will be reviewed quarterly based on the following characteristics:

1. Adherenceto style risk assignment.

2. The predicted tracking error versus the S&P 500 Index should typically be
less than 125 basis points.

F. The following investment activities are prohibited in the State Street portfolio:

Short sales, margin purchases or borrowing,

Private placements or restricted securities, except those under Rule 144A,
Warrants or other options except when acquired as part of purchased security,
Commodities,

o~ W DN PE

Direct purchases of real estate, and

G. The portfolio will comply with all federal and state laws and any restrictions
imposed by this Board.

These guidelines are not to be construed as restrictive to State Steet’s ability to follow the
strategies they consider are the most appropriate given the Board's directive, but rather as an
exercise of the Board's fiduciary responsibility. If at any time State Street feels that these
instructions are unrealistic, or may be a hindrance in pursuing their investment style, Staff and
the Board are to be notified immediately in writing.

Reporting Requirements:

A. Written summary reports of transactions, month-end market values, and monthly
rates of return are to be provided to Staff within seven business days after the
close of each month’s business activity.

1. For separate accounts, it is the responsibility of the investment manager to
reconcile any pricing discrepancies between the manager’ s pricing service and
the pricing services utilized by the West Virginia Investment Management
Board. If pricing discrepancies have not been reconciled by the first business
day following month-end, West Virginia Investment Management Board’s
pricing service shall be used in calculating performance.
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2. State Street shall notify the Board should the portfolio’s alocation to ADRs or
foreign securities listed on U.S. exchanges ever exceed 10.0 percent.

B. Significant changes in strategy are to be reported to Staff in writing before they
occur. A significant changeis defined as follows.

1. An dlocation to cash or cash equivalents that exceeds 3.0 percent over any
rolling thirty-day period, excluding any cash or cash equivalent investment
necessary to maintain an S&P 500 futures position alowable in Section C
above.

2. A meaningful deviation from the investment guidelines communicated to the
Board at the time of hiring or from the guidelines herein.

The investment manager hereby acknowledges that it is a fiduciary and accepts delegation of
fiduciary duty by the Board to the Manager with respect to the Plan’s assets under its discretion
or control.

I nvestment Manager : State Street Global Advisors

Representative:

Title:

Date:
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NON-LARGE CAPITALIZATION DOMESTIC
EQUITY MANAGER POLICY

Investment Manager Policies and Guidelines
Aronson + Partners

Policy:
The portfolio under the supervision of Aronson + Partners is intended to be a domestic equity

portfolio. It is the Board of Trustees policy to allocate a portion of the domestic, nonlarge
capitalization component of the Equity Pool to actively managed portfolios.

Aronson + Partners is one of three active nonlarge cap managers employed by the Fund.
Aronson + Partners has been hired to pursue an investment style which the Board has defined as
a non-large cap relative value domestic equity style. Aronson + Partners is expected to produce
investment returns that exceed the Russell 2500 Value Index by 200 basis points on an
annuaized basis over rolling three-to-five year periods, net of fees.

Guidélines:

A. The portfolio is to be a nonlarge cap domestic equity-oriented portfolio.
Aronson + Partners may purchase short-term cash equivalent instruments which,
for the purpose of measurement, will be treated as equity reserves, not as fixed
income securities. Convertibles are aso permissible, however, they will be
treated as equities as well.

B. It is Aronson + Partner’s decision as to whether or not to utilize the Short-Term
Investment Fund offered by the Fund's custodian, or another cash equivalent
vehicle, and in doing so, is responsible for assessing the credit worthiness and
relative return attractiveness of each cash equivalent fund used.

C. The portfolio will be adequately diversified acording to the internal policies
established by Aronson + Partners regarding individual securities and industries
to avoid the undue risk inherent in non-diversified holdings.

1. All equity investments should emphasize quality, income-producing
companies of good marketability.

2. Market capitalization should be at least $50 million for each security  held, at
the time of purchase.

3. No more than 10.0 percent of the portfolio shall have a market capitalization
in excess of the largest capitalization stock within the benchmark.

4. No more than 5.0 percent of the equity portfolio may be invested in securities
of any one issuing corporation at the time of purchase.

5. Investments in any corporation may not exceed 5.0 percent of the outstanding
shares of that corporation at the time of purchase.

6. The portfolio’s allocation to any sector may not exceed the greater of 40.0
percent of the portfolio or 110.0 percent of the benchmark’s sector allocation.
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D. The portfolio performance will be measured on a total return basis, which
includes both income and change in market value.

E Aronson + Partners will be reviewed quarterly based on the following
characteristics:
1. Adherenceto style risk assignment.

2. Vdue-added over the Russal 2500 Vaue Index, net of externd
Investment management fees.

3. The vaue-added over similar investment managers.

F. The following investment activities are prohibited in the Aronson + Partners

portfolio:

1.  Short sales, margin purchases or borrowing,

2. Private placements or restricted securities, except those under Rule 144A,

3. Futures, options, except those used for bona fide hedging purposes.

4.  Warrants or other options except when acquired as part of purchased
security,
Commodities,

Direct purchases of rea estate, and

Foreign securities, unless they are listed or registered on a domestic
exchange and are denominated in U.S. Dollars. A maximum of 10.0
percent of the portfolio value may be invested in ADRs or foreign securities
listed on U.S. exchanges.

G. The portfolio will comply with al federa and state laws and any restrictions
imposed by this Board.

These guidelines are not to be construed as restrictive to Aronson + Partners' ability to follow the
strategies they consider are the most appropriate given the Board's directive, but rather as an
exercise of the Board's fiduciary responsibility. If at any time Aronson + Partners feels that
these instructions are unrealistic, or may be a hindrance in pursuing their investment style, Staff
and the Board are to be notified immediately in writing.
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Reporting Requirements:

A. Written summary reports of transactions, month-end market values, and monthly
rates of return are to be provided to Staff within seven business days after the
close of each month’s business activity.

1. For separate accounts, it is the responsibility of the investment manager to
reconcile any pricing discrepancies between the manager’s pricing service
and the pricing services utilized by the West Virginia Investment
Management Board. If pricing discrepancies have not been reconciled by the
first business day following monthend, West Virginia Investment
Management Board's pricing service shall be used in caculating
performance.

B. Significant changes in strategy are to be reported to Staff in writing as they occur.
A significant change is defined as follows

1. An dlocation to cash or cash equivalents that exceeds 3.0 percent over any
rolling thirty-day period.

2. A meaningful deviation from the investment guidelines communicated to the
Board at the time of hiring or from the guidelines herein.

The investment manager hereby acknowledges that it is a fiduciary and accepts delegation of
fiduciary duty by the Board to the Manager with respect to the Plan’s assets under its discretion
or control.

I nvestment M anager : Aronson + Partners

Representative:

Title

Date:
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NON-LARGE CAPITALIZATION DOMESTIC
EQUITY MANAGER POLICY

Investment Manager Policies and Guidelines
Brandywine Asset Management, Inc.

Policy:
The portfolio under the supervision of Brandywine Asset Management, Inc. is intended to be a

domestic equity portfolio. It is the Board of Trustees policy to allocate a portion of the
domestic, non-large capitalization component of the Equity Pool to actively managed portfolios.

Brandywine Asset Management, Inc. is one of four active nonlarge cap managers employed by
the Fund. Brandywine Asset Management, Inc. has been hired to pursue an investment style
which the Board has defined as a structured nontlarge cap value domestic equity style which
emphasizes value added through the manager’'s trading expertise.  Brandywine Asset
Management, Inc. is expected to produce investment returns that exceed the Russell 2500 Vaue
Index by 200 basis points on an annualized basis over rolling three-to-five year periods, net of
fees.

Guidelines:

A. The portfolio is to be a nonlarge cap domestic equity-oriented portfolio.
Brandywine Asset Management, Inc. may purchase short-term cash equivalent
instruments which, for the purpose of measurement, will be treated as equity
reserves, not as fixed income securities. Convertibles are also permissible,
however, they will be treated as equities as well.

B. It is Brandywine's decision as to whether or not to utilize the Short-Term
Investment Fund offered by the Fund’'s custodian, or another cash equivalent
vehicle, and in doing so, is responsible for assessing the credit worthiness and
relative return attractiveness of each cash equivaent fund used.

C. The portfolio will be adequately diversified according to the interna policies
established by Brandywine Asset Management, Inc. regarding individual
securities and industries to avoid the undue risk inherent in nondiversified
holdings.

1. All equity investments should emphasize quality, income-producing
companies of good marketability.

2. Market capitalization should be at least $50 million for each security held, at
the time of purchase.

3. No more than 10.0 percent of the portfolio shall have a market capitalization
in excess of the largest capitalization stock within the benchmark.

4. No more than 5.0 percent of the equity portfolio may be invested in securities
of any one issuing corporation at the time of purchase.

5. Investments in any corporation may not exceed 5.0 percent of the outstanding
shares of that corporation at the time of purchase.

Brandywine Appendix D — Investment Manager Policies and Guidelines



West Virginia Investment Management Board
Investment Policy Statement

6. No more than 25 percent of the portfolio may be invested in a single industry,
as defined by SIC code.

D. The portfolio performance will be measured on a total return basis, which
includes both income and change in market value.

E Brandywine Asset Management, Inc. will be reviewed quarterly based on the
following characteristics:

1. Adherenceto style risk assignment.

2. Vdue-added over the Russdl 2500 Vaue Index, net of externa
Investment management fees.

3. The vaue-added over similar investment managers.

F. The following investment activities are prohibited in the Brandywine Asset
Management, Inc. portfolio:

Short sales, margin purchases or borrowing,
Private placements or restricted securities, except those under Rule 144A,

Futures, options, except those used for bona fide hedging purposes, as
described in the WVIMB Derivatives Use Policy.

4. Warrants or other options except when acquired as part of purchased
security,

Commodities,
Direct purchases of rea estate, and

Foreign securities, unless they are listed or registered on a domestic
exchange and are denominated in U.S. Dollars. A maximum of 10.0
percent of the portfolio value may be invested in ADRs or foreign securities
listed on U.S. exchanges.

G. The portfolio will comply with all federal and state laws and any restrictions
imposed by this Board.

These guidelines are not to be construed as restrictive to Brandywine Asset Management, Inc.’
ability to follow the strategies they consider are the most appropriate given the Board' s directive,
but rather as an exercise of the Board' s fiduciary responsibility. If at any time Brandywine Asset
Management, Inc. feels that these instructions are unredistic, or may be a hindrance in pursuing
thelr investment style, Staff and the Board are to be notified immediately in writing.
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Reporting Requirements:

A. Written summary reports of transactions, month-end market values, and monthly
rates of return are to be provided to Staff within seven business days after the
close of each month’s business activity.

1. For separate accounts, it is the responsibility of the investment manager to
reconcile any pricing discrepancies between the manager’s pricing service
and the pricing services utilized by the West Virginia Investment
Management Board. If pricing discrepancies have not been reconciled by the
first business day following monthend, West Virginia Investment
Management Board's pricing service shall be used in caculating
performance.

B. Significant changes in strategy are to be reported to Staff in writing as they occur.
A significant change is defined as follows.

1. An alocation to cash or cash equivaents that exceeds 3.0 percent over any
rolling thirty-day period.

2. A meaningful deviation from the investment guidelines communicated to the
Board at the time of hiring or from the guidelines herein.

The investment manager hereby acknowledges that it is a fiduciary and accepts delegation of
fiduciary duty by the Board to the Manager with respect to the Plan’s assets under its discretion
or control.

I nvestment M anager : Brandywine Asset Management, Inc.

Representative:

Title

Date:
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NON-LARGE CAPITALIZATION DOMESTIC
EQUITY MANAGER POLICY

Investment Manager Policies and Guidelines
Wellington Management Company, L.L.P.

Policy:

The portfolio under the supervision of Wellington Management Company is intended to be a
domestic equity portfolio. It is the Board of Trustees policy to allocate a portion of the
domestic, nonlarge capitalization component of the Equity Pool to actively managed portfolios.

Wellington Management Company is one of three active non-large cap managers employed by
the Fund. Wellington Management Company has been hired to pursue an investment style,
which the Board has defined as a nonlarge cap core domestic equity style. Wellington
Management Company is expected to produce investment returns that exceed the Russell 2500
Index by 200 basis points on an annualized basis over rolling three-to-five year periods, net of
fees.

Guidélines:

A. The portfolio is to be a nonlarge cap domestic equity-oriented portfolio.
Wellington Management Company may purchase short-term cash equivalent
instruments which, for the purpose of measurement, will be treated as equity
reserves, not as fixed income securities. Convertibles are also permissible,
however, they will be treated as equities as well.

B. It is Wellington Management Company’s decision as to whether or not to utilize
the Short-Term Investment Fund offered by the Fund’ s custodian, or another cash
equivalent vehicle, and in doing so, is responsible for assessing the credit
worthiness and relative return attractiveness of each cash equivalent fund used.

C. The portfolio will be adequately diversified according to the interna policies
established by Wellington Management Company regarding individual securities
and industries to avoid the undue risk inherent in nondiversified holdings.

1. All equity investments should emphasize quality, income-producing
companies of good marketability.

2. Market capitalization should be at least $50 million for each security  held, at
the time or purchase.

3. No more than 10.0 percent of the portfolio shall have a market capitalization
in excess of the largest capitalization stock within the benchmark.
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4. No more than 5.0 percent of the equity portfolio may be invested in securities
of any one issuing corporation at the time of purchase.

5. Investmentsin any corporation may not exceed 5.0 percent of the outstanding
shares of that corporation at the time of purchase.

6. The portfolio’s industry weights shall deviate by no more than 3.0 percent
relative to the Russell 2500 benchmark.

D. The portfolio performance will be measured on atotal return basis which includes
both income and change in market value.

E WEellington Management Company will be reviewed quarterly based on the
following characteristics:

Adherence to style risk assignment.

2. Vdue-added over the Russall 2500 Index, net of external investment
management fees.

3. The vaue-added over similar investment managers.
F. The following investment activities are prohibited in the Wellington Management
Company portfolio:
Short sales, margin purchases or borrowing,
Private placements or restricted securities, except those under Rule 144A,
Futures, options, except those used for bona fide hedging purposes.
Warrants or other options except when acquired as part of purchased security,

Commodities,
Direct purchases of real estate, and
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Foreign securities, unless they are listed or registered on a domestic exchange
and are denominated in U.S. Dollars. A maximum of 10.0 percent of the
portfolio value may be invested in ADRs or foreign securities listed on U.S.
exchanges.

G. The portfolio will comply with all federa and state laws and any restrictions
imposed by this Board.

H. Wellington Management Company will utilize both the Intersection Quantitative
Mid Cap product and the Small Cap 2000 product to manage the WVIMB
portfolio. These products will be weighted in such a manner as to reflect the
capitalization structure of the Russell 2500 benchmark.
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These guidelines are not to be construed as restrictive to Wellington Management Company’s
ability to follow the strategies they corsider are the most appropriate given the Board' s directive,
but rather as an exercise of the Board's fiduciary responsibility. If at any time Waellington
Management Company feels that these instructions are unrealistic, or may be a hindrance in
pursuing their investment style, Staff and the Board are to be notified immediately in writing.

Reporting Requirements:

A. Written summary reports of transactions, month-end market values, and monthly

rates of return are to be provided to Staff within seven business days after the
close of each month’s business activity.

1. For separate accounts, it is the responsibility of the investment manager to
reconcile any pricing discrepancies between the manager’ s pricing service and
the pricing services utilized by the West Virginia Investment Management
Board. If pricing discrepancies have not been reconciled by the first business
day following monthend, West Virginia Investment Management Board's
pricing service shall be used in calculating performance.

B. Significant changes in strategy are to be reported to Staff in writing as they occur.
A significant change is defined as follows.

1. An alocation to cash or cash equivalents that exceeds 3.0 percent over any
rolling thirty-day period.

2. A meaningful deviation from the investment guidelines communicated to the

Board at the time of hiring or from the guidelines herein.

The investment manager hereby acknowledges that it is a fiduciary and accepts delegation of

fiduciary duty by the Board to the Manager with respect to the Plan’s assets under its discretion
or control.

I nvestment M anager : Wellington Management Company, L.L.P.

Representative:

Title:

Date:
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NON-LARGE CAPITALIZATION DOMESTIC
EQUITY MANAGER POLICY

Investment Manager Policies and Guidelines
Westfield Capital Management Company, LLC

Policy:

The portfolio under the supervision of Westfield Capital Management Company, LLC is
intended to be a domestic equity portfolio. It is the Board of Trustees policy to alocate a
portion of the domestic, nonlarge capitalization component of the Equity Pool to actively
managed portfolios.

Westfield Capital Management Company, LLC is one of four active nonlarge managers
employed by the Fund. Westfield Capita Management Company, LL C has been hired to pursue
an investment style which the Board has defined as a small/mid cap growth domestic equity
style. Westfield Capital Management Company, LLC is expected to produce investment returns
that exceed the Russell 2500 Growth Index by 200 basis points on an annualized basis over
rolling three-to-five year periods, net of fees.

Guidedlines:

A. The portfolio isto be a small/mid cap domestic equity-oriented portfolio. Westfield
Capital Management Company, LLC may purchase short-term cash equivalent
instruments that, for the purpose of measurement, will be treated as equity reserves,
not as fixed income securities. Convertibles are also permissible, however, they wil |
be treated as equities as well.

B. ItisWestfield Capital Management Company, LLC'’s decision as to whether or not to
utilize the Short-Term Investment Fund offered by the Fund' s custodian, or another
cash equivalent vehicle, and in doing so, is responsible for assessing the credit
worthiness and relative return attractiveness of each cash equivalent fund used.

C. The portfolio will be adequately diversified according to the internal policies
established by Westfield Capital Management Company, LLC regarding individual
securities and industries, seeking to avoid the undue risk inherent in non-diversified
holdings.

1. All equity investments should emphasize quality and good liquidity.

2. Market capitalization should be at least $50 million for each security held, at
the time of purchase.

3. No more than 5.0 percent of the equity portfolio may be invested in securities
of any one issuing corporation at the time of purchase.

4. Investmentsin any corporation may not exceed 5.0 percent of the outstanding
shares of that corporation at the time of purchase.
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5. No more than 40.0 percent of the portfolio may be invested in a single sector
as defined by GICS.

D. The portfolio performance will be measured on atotal return basis that includes both
income and change in market value.

E Westfield Capital Management Company, LLC will be reviewed quarterly based
on the following characteristics:

1. Adherenceto style risk assignment.

2. Vdue-added over the Russell 2500 Growth Index, net of external investment
management fees.

3. The value-added over similar investment managers.

F. The following investment activities are prohibited in the Westfield Capital
Management Company, LLC portfolio:

Short sales, margin purchases or borrowing,

Private placements or restricted securities, except those under Rule 144A,

Futures, options, or any other derivative security.
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Warrants or other options except when acquired as part of purchased
security,

Commodities,
6. Direct purchases of real estate, and

7. Foreign securities, unless they are listed or registered on a domestic
exchange and are denominated in U.S. Dollars. A maximum of 10.0
percent of the portfolio value may be invested in ADRs or foreign
securities listed on U.S. exchanges.

G. The portfolio will comply with all federal and state laws and any restrictions imposed in
writing by this Board.

These guidelines are not to be construed as restrictive to Westfield Capital Management
Company, LLCs ability to follow the strategies it considers are the most appropriate given the
Board' s directive, but rather as an exercise of the Board' s fiduciary responsibility. If at any time
Westfield Capital Management Company, LLC feels that these instructions are unrealistic, or
may be a hindrance in pursuing their investment style, Staff and the Board are to be notified
immediately in writing.
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The Manager hereby acknowledges that it is afiduciary and accepts delegation of fiduciary duty
by the Board to the Manager with respect to IMB’s assets under its discretion or control.

I nvestment M anager : Westfield Capital Management Company, LLC

Representative:

Title:

Date:
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INTERNATIONAL EQUITY MANAGER POLICY

Investment Manager Policies and Guidelines
Capital Group I nternational

Policy:

The portfolio under the supervision of Capital is intended to be an Emerging Market equity
portfolio. It is the Board of Trustees policy to allocate up to 60 percent of the Consolidated
Pension Fund assets to equity investments; one quarter of this amount will be invested with four
international equity investment managers. Currently, Capital is one of four international equity
investment managers employed by the Trustees. Capital has been selected to pursue an
investment style that the Board defines as an emerging market, non-U.S. equity. This approach
is different, yet complementary to the investment styles followed by the other international
equity managers.

Capital is expected to maintain its assigned style orientation over time in order to preserve the
structure of the international equity component of the equity portfolio. Capital is expected to
produce investment returns that exceed the MSCI Emerging Markets Free Index by XXX basis
points on an annualized basis over rolling three-to-five year periods, net of fees.

Guidelines:

The portfolio performance will be measured on atotal return basis, which includes both
income and change in market value.

Capital will be reviewed quarterly based on the following characteristics:

Adherence to style risk assignment.
Vaue-added over the MSCI Emerging Markets Free Index, net of fees.

Reporting Requirements:

A. Trade instructions are to be @mmunicated to Staff at the same time they are
communicated to the custodian.

B. Written summary reports of transactions, month-end market values, and monthly
rates of return are to be provided to Staff within seven business days after the
close of each month’s business activity.

C. Significant changes in strategy are to be reported to Staff in writing as they occur.
A significant change is defined as a meaningful deviation from the investment
guidelines communicated to the Board at the time of hiring.
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The investment manager hereby acknowledges that it is a fiduciary and accepts delegation of
fiduciary duty by the Board to the Manager with respect to the Plan’s assets under its discretion
or control.

I nvestment Manager : Capital Group International

Representative:

Title

Date:
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INTERNATIONAL EQUITY MANAGER POLICY

Investment Manager Policies and Guidelines
Mastholm Asset Management

Policy:

The portfolio under the supervision of Mastholm is intended to be a nonU.S. equity oriented
portfolio. It is the Board of Trustees policy to allocate up to 60 percent of the Consolidated
Pension Fund assets to equity investments; one quarter of this amount will be invested with four
international equity investment managers. Currently, Mastholm is one of four international
equity investment managers employed by the Trustees. Mastholm has been selected to pursue an
investment style that the Board defines as a developed country, nontU.S. equity, bottom-up
growth oriented approach with limited exposure to emerging markets. This approach is
different, yet complementary to the investment styles followed by the other international equity
managers.

Mastholm is expected to maintain its assigned style orientation over time in order to preserve the
structure of the international equity component of the equity portfolio. Mastholm is expected to
produce investment returns that exceed the EAFE Index by 200 basis points on an annualized
basis over rolling three-to-five year periods, net of fees.

Guidelines:

A. The portfolio is to consist of nonU.S. equity securities. Mastholm may purchase
short-term cash equivalent instruments which, for the purpose of measurement,
will be treated as equity reserves, not as fixed income securities.

B. It is Mastholm’s decision as to whether or not to utilize the Short-Term

Investment Fund offered by the Fund’'s custodian, or another cash equivalent
vehicle, and in doing so, is responsible for assessing the credit worthiness and
relative return attractiveness of each cash equivaent fund used.

C. The portfolio will be adequately diversified according to the internal policies
established by Mastholm regarding individual securities, industries and countries
to avoid the undue risk inherent in nondiversified holdings. In addition,
Mastholm will adhere to the following limitations:

1. All restrictions are based upon percentage of the portfolio holdings on a
market value basis at the time of the security’ s purchase.

2. All equity investments should emphasize quality companies with verifiable
operating history and good marketability.

3. Market capitalization should be at least $100 million for each security held.
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4. No more than 5.0 percent of the equity portfolio may be invested in securities
of any one issuing corporation at the time of purchase.

5. Investments in any corporation may not exceed 5.0 percent of the outstanding
shares of that corporation.

6. No more than 50.0 percent of the portfolio may be invested in a single
€conomic sector.

7. No more than 50.0 percent of the portfolio may be invested in a single
country.

8. No more than 20.0 percent of the portfolio may be invested in emerging
markets.

9. No more than 5.0 percent of the portfolio may be invested in cash, as
measured over any rolling thirty-day period.

D. The portfolio performance will be measured on a total return basis, which
includes both income and change in market value.

E Mastholm will be reviewed quarterly based on the following characteristics:
1. Adherenceto style risk assignment.

2. Vdue-added over the EAFE Index, net of fees.
3. The value-added over similar investment managers.

F. The following investment vehicles are permissible in the Mastholm portfolio:
1. Common stock,
2. Preferred stock,
3. Warrants,
4. Stock index futures,
5. Foreign exchange forwards and swaps,
6. Closed end country funds, and
7. ADRs, if they are registered on domestic exchanges or traded on the OTC.
8. Defensive country hedging is permissible; speculative cross hedging is

prohibited.

G The portfolio will comply with all federal and state laws and any restrictions
imposed by this Board.
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These guidelines are not to be construed as redtrictive to Mastholm’s ability to follow the
strategies they consider are most appropriate given the Fund’ s directive, but rather as an exercise
of the Board's fiduciary responsibility. If at any time Mastholm feels that these instructions are
unrealistic, or may be a hindrance in pursuing their investment style, Staff and the Board are to
be notified immediately in writing.

Reporting Requirements:

A. Trade instructions are to be communicated to Staff at the same time they are
communicated to the custodian.

B. Written summary reports of transactions, month-end market values, and monthly
rates of return are to be provided to Staff within seven business days after the
close of each month’s business activity.

1. For separate accounts, it is the responsibility of the investment manager to
reconcile any pricing discrepancies between the manager’s pricing service
and the pricing services utilized by the West Virginia Investment
Management Board. If pricing discrepancies have not been reconciled by the
firse business day following monthend, West Virginia Investment
Management Board’'s pricing service shall be used in calculating
performance.

C. Significant changes in strategy are to be reported to Staff in writing as they occur.
A significant change is defined as follows:

1. Analocation to cash or cash equivalents that exceeds 5.0 percent over any
rolling thirty-day period.

2. A meaningful deviation from the investment guidelines communicated to the
Board at the time of hiring or from the guidelines herein.

The investment manager hereby acknowledges that it is a fiduciary and accepts delegation of
fiduciary duty by the Board to the Manager with respect to the Plan’s assets under its discretion
or control.

I nvestment M anager : Mastholm Asset Management

Representative:

Title:

Date:
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INTERNATIONAL EQUITY MANAGER POLICY

Investment Manager Policies and Guidelines
Silchester International I nvestors

Policy:

The portfolio under the supervision of Silchester is intended to be a nonU.S. equity oriented
portfolio. It is the Board of Trustees policy to alocate up to 60percent of the Consolidated
Pension Fund assets to equity investments; one quarter of this amount will be invested with four
international equity investment managers. Currently, Silchester is one of four international
equity investment managers employed by the Trustees. Silchester has been selected to pursue an
investment style that the Board defines as a devel oped country, non-U.S. equity, bottomup vaue
oriented approach with limited exposure to emerging markets. This gproach is different, yet
complementary to the investment styles followed by the other international equity managers.

Silchester is expected to maintain its assigned style orientation over time in order to preserve the
structure of the international equity component of the equity portfolio. Silchester is expected to
produce investment returns that exceed the EAFE Index by 200 basis points on an annualized
basis over rolling three-to-five year periods, net of fees.

Guidelines:

A. The portfolio is to consist of nonU.S. equity securities. Silchester may purchase
short-term cash equivalent instruments which, for the purpose of measurement,
will be treated as equity reserves, not as fixed income securities.

B. It is Silchester's decison as to whether or not to utilize the Short-Term

Investment Fund offered by the Silchester trusts custodian, or another cash
equivalent vehicle, and in doing so, is responsible for assessing the credit
worthiness and relative return attractiveness of each cash equivalent fund used.

C. The portfolio will be adequately diversified according to the internal policies
established by Silchester as contained in their Subscription Agreement regarding
individual securities, industries and countries to avoid the undue risk inherent in
nondiversified holdings. In addition, Silchester will adhere to the following
l[imitations:

1. All restrictions are based upon percentage of the portfolio holdings on a

market value basis at the time of the security’ s purchase.

2. All equity investments should emphasize quality companies with verifiable
operating history and good marketability.

3. Market capitalization should be at least $100 million for each security held.
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4. No more than 5.0 percent of the equity portfolio may be invested in securities
of any one issuing corporation at the time of purchase.

5. Investments in any corporation may not exceed 5.0 percent of the outstanding
shares of that corporation.

6. No more than 50.0 percent of the portfolio may be invested in a single
€conomic sector.

7. No more than 50.0 percent of the portfolio may be invested in a single
country.

8. No more than 10.0 percent of the portfolio may be invested in emerging
markets.

9. No more than 5.0 percent of the portfolio may be invested in cash, as
measured over any rolling thirty-day period.

D. The portfolio performance will be measured on a total return basis, which
includes both income and change in market vaue.

E Silchester will be reviewed quarterly based on the following characteristics:
1. Adherenceto style risk assignment.
1. Vdue-added over the EAFE Index, net of fees.

2. The value-added over similar investment managers.

F. The following investment vehicles are permissible in the Silchester portfolio:
Common stock,

Preferred stock,

Warrants,

Stock index futures,

Foreign exchange forwards and swaps,

Closed end country funds, and
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ADRs or similar instruments, if they are registered on domestic exchanges
or traded on the OTC.

8. Defensive country hedging is permissible; speculative cross hedging is
prohibited.

G. The portfolio will comply with all federal and state laws and any restrictions imposed
by this Board. In addition, the portfolio is subject to the terms and conditions of the
then current registration statement for the portfolio.

These guidelines are not to be construed as restrictive to Sichester’s ability to follow the
strategies they consider are most appropriate given the Fund’s directive, but rather as an exercise
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of the Board's fiduciary responsibility. If at any time Silchester fedls that these instructions are
unrealistic, or may be a hindrance in pursuing their investment style, Staff and the Board are to
be notified immediately in writing.

Reporting Regquir ements:

A. Trade instructions are to be communicated to Staff at the same time they are
communicated to the custodian.

B. Written summary reports of transactions, month-end market values, and monthly
rates of return are to be provided to Staff within seven business days after the
close of each month’s business activity.

1. For separate accounts, it is the responsibility of the investment manager to
reconcile any pricing discrepancies between the manager’s pricing service and
the pricing services utilized by the West Virginia Investment Management
Board. If pricing discrepancies have not been reconciled by the first business
day following month-end, West Virginia Investment Management Board's
pricing service shall be used in calculating performance.

C. Significant changes in strategy are to be reported to Staff in writing as they occur.
A significant change is defined as follows:

1. Anallocation to cash or cash equivalents that exceeds 5.0 percent over any
rolling thirty-day period.

2. A meaningful deviation from Silchester’s internal investment guidelines
communicated to the Board at the time of hiring or from the guidelines herein.

The investment manager hereby acknowledges that it is afiduciary and accepts del egation of
fiduciary duty by the Board to the Manager with respect to the Plan’s assets under its discretion
or control.

I nvestment M anager : Silchester International Investors

Representative:

Title:

Date:
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INTERNATIONAL EQUITY MANAGER POLICY

Investment Manager Policies and Guidelines
TT International

Policy:

The portfolio under the supervision of TT International is intended to be a nonU.S. equity
oriented portfolio. It is the Board of Trustees policy to allocate up to 60 percent of the
Consolidated Pension Fund assets to equity investments; one quarter of this amount will be
invested with four international equity investment managers. Currently, TT International is one
of four international equity investment managers employed by the Trustees. TT Internationa has
been selected to pursue an investment style that the Board defines as a developed country, nor
U.S. equity, top-down oriented approach with limited exposure to emerging markets. This
approach is different, yet complementary to the investment styles followed by the other
international equity managers.

TT International is expected to maintain its assigned style orientation over time in order to
preserve the structure of the international equity component of the equity portfolio. TT
International is expected to produce investment returns that exceed the EAFE Index by 200 basis
points on an annualized basis over rolling three-to-five year periods, net of fees.

Guidélines:

A. The portfolio is to ansist of nonU.S. equity securities. TT International may
purchase short-term cash equivalent instruments which, for the purpose of
measurement, will be treated as equity reserves, not as fixed income securities.

B. It is TT Internationa’s decision as to whether or not to utilize the Short-Term
Investment Fund offered by the Fund’'s custodian, or another cash equivalent
vehicle, and in doing so, is responsible for assessing the credit worthiness and
relative return attractiveness of each cash equivalent fund used.

C. The portfolio will be adequately diversified according to the interna policies
established by TT International regarding individual securities, industries and
countries to avoid the undue risk inherent in nondiversified holdings. In
addition, TT International will adhere to the following limitations:

1. All restrictions are based upon percentage of the portfolio holdings on a
market value basis at the time of the security’ s purchase.

2. All equity investments should emphasize quality companies with verifiable
operating history and good marketability.

3. Market capitalization should be at least $100 million for each security held.
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4. No more than 5.0 percent of the equity portfolio may be invested in securities
of any one issuing corporation at the time of purchase.

5. Investments in any corporation may not exceed 5.0 percent of the outstanding
shares of that corporation.

6. No more than 50.0 percent of the portfolio may be invested in a single
€conomic sector.

7. No more than 50.0 percent of the portfolio may be invested in a single
country.

8. No more than 25.0 percent of the portfolio may be invested in emerging
markets.

9. No more than 10.0 percent of the portfolio may be invested in cash, as
measured over any rolling thirty-day period.

D. The portfolio performance will be measured on atotal return basis, which
includes both income and change in market vaue.

E TT International will be reviewed quarterly based on the following characteristics:

1. Adherenceto style risk assignment.
2. Vdue-added over the EAFE Index, net of fees.
3. The value-added over similar investment managers.

F. The following investment vehicles are permissible in the TT International
portfolio:

Common stock,

Preferred stock,

Warrants,

Stock index futures,

Foreign exchange forwards and swaps,

Closed end country funds, and

ADRs, if they are registered on domestic exchanges or traded on the OTC.

Currency hedging is permissible, including both hedging back to the U.S.
dollar and cross- hedging.
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G. The portfolio will comply with al federa and state laws and any restrictions
imposed by this Board.
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These guidelines are not to be construed as restrictive to TT International’s ability to follow the
strategies they consider are most appropriate given the Fund’ s directive, but rather as an exercise
of the Board's fiduciary responsibility. If at any time TT International feels that these
instructions are unrealistic, or may be a hindrance in pursuing their investment style, Staff and
the Board are to be notified immediately in writing.

Reporting Requir ements:

A. Trade instructions are to be communicated to Staff at the same time they are
communicated to the custodian.

B. Written summary reports of transactions, month-end market values, and monthly
rates of return are to be provided to Staff within seven business days after the
close of each month’s business activity.

1. For separate accounts, it is the responsibility of the investment manager to
reconcile any pricing discrepancies between the manager’s pricing service and
the pricing services utilized by the West Virginia Investment Management
Board. If pricing discrepancies have not been reconciled by the first business
day following monthend, West Virginia Investment Management Board's
pricing service shall be used in calculating performance.

C. Significant changes in strategy are to be reported to Staff in writing as they occur.
A significant change is defined as follows:

1. Anallocation to cash or cash equivalents that exceeds 10.0 percent over any
rolling thirty-day period.

2. A meaningful deviation from the investment guidelines communicated to the
Board at the time of hiring or from the guidelines herein.

The investment manager hereby acknowledges that it is a fiduciary and accepts delegation of
fiduciary duty by the Board to the Manager with respect to the Plan’s assets under its discretion
or control.

I nvestment Manager : TT International

Representative:

Title:

Date:
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Palicy:

FIXED INCOME MANAGER POLICY

Investment Manager Policiesand Guidelines
Barclays Global | nvestors

The portfolio managed by Barclays is intended to be a combination of one or more passive and
enhanced index funds of government, corporate and mortgage-backed domestic fixed income
styles. Barclaysis expected to produce investment returns that match a custom index, consisting
of the designated index for each fund in which the Board is invested, weighted by the respective
amounts invested in each fund, gross of fees.

Guidelines:

A. The portfolio is to be a passive or enhanced index domestic bond portfolio.
Barclays may purchase short-term cash equivalent instruments that, for the
purpose of measurement, will be treated as fixed income securities.

B. It is Barclays decision as to whether or not to utilize the Short-Term Investment
Fund offered by the custodian, or another cash equivalent vehicle, and in doing
so, Barclay’s is responsible for assessing the credit worthiness and relative return
attractiveness of each cash equivalent fund used.

C. Permitted investments will include the following index, or enhanced index

vehicles:

Permissible Investments

Barclays Intermediate Corporate Bond Index Fund — shall seek to closely
approximate the total rate of return of the United States market for all
outstanding investment grade corporate bonds with maturities between one
and ten years as defined by the intermediate-term component of the Lehman
Brothers Corporate Bond Index.

Barclays Long Corporate Bond Index Fund — shall seek to closely
approximate the total rate of return of the United States market for all
outstanding investment grade corporate bonds with maturities greater than ten
years as defined by the long-term component of the Lehman Brothers
Corporate Bond Index.

Barclays Mortgage-Backed Securities Index Fund — shall seek to closely
approximate the total rate of return of the Lehman Brothers Mortgage-Backed
Securities Index.

Barclays 7-10 Year Treasury Index Fund — shall seek to closely approximate
the total rate of return of the Lehman Brothers 7-10 Y ear US Treasury Index.
Barclays US Debt Bond Index Fund — shall seek to closely approximate the
total rate of return of the Lehman Brothers Aggregate Bond Index.
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- Barclays CoreActive Bond Fund (Enhanced index) — shall seek to achieve a
total return that is 0.50% to 0.75% higher than that of the Lehman Brothers
Aggregate Bond Index while maintaining atracking error of less than 0.76%.

- Barclays USTIPSIndex Fund — shall seek to closely approximate the total
rate of return of the Lehman Brothers US TIPS Index.

- Barclays 20+ Treasury Index Fund — shall seek to closely approximate the
total rate of return of the Lehman Brothers 20+ Treasury Index.

D. The portfolio performance will be measured on a total return basis, which
includes both income and change in market value. The benchmarks identified for
each respective component include:

Portfolio Benchmark
Intermediate Corporate Bond Index ~ Lehman Intermediate Corporate Bond
Long Corporate Bond Index L ehman Long Corporate Bond
7-10 Year Treasury Index Fund Lehman 7-10 Y ear Treasury Index

Mortgage-Backed Securities Index L ehman Mortgage-Backed Securities

US Debt Bond Index Fund Lehman Brothers Aggregate Bond Index
US TIPS Bond Index Fund Lehman Brothers US TIPS Index

20+ Treasury Bond Index Fund L ehman Brothers 20+ Treasury Index
Core Active Bond Fund L ehman Brothers Aggregate Bond Index

The tracking error versus the stated benchmarks will be reviewed quarterly.

E. The Board will establish and direct the allocation of the assets among the
permitted funds, and provide notice to Barclays of any changes in the target
allocation. Barclays will rebalance to these targets on a monthly basis if actual
allocation deviates by more than +/- 3.0 percent

F. The following investment activities are prohibited in the Barclays portfolio:

Short sales, margin purchases or borrowing,

Private placements or restricted securities, except those under Rule 144A,
Interest rate futures,

Commodities,

Direct purchases of real estate, and

Foreign securities, unless they trade on U.S. Exchanges and are
denominated in U.S. Dollars (Y ankee Bonds and Global Euro Bonds).
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G. The portfolio will comply with all federal and state laws and any restrictions
imposed by this Board.

H. These guidelines do not conflict with the guidelines, as provided in the
prospectus, that govern the funds. To the extent a conflict arises, Barclays will
notify the Board verbally and in writing.
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These guidelines are not to be construed as restrictive to Barclays' ability to follow the strategies
they consider are the most appropriate given the Funds' directives, but rather as an exercise of
the Board's fiduciary responsibility. If at any time Barclays feels that these instructions are
unrealistic, or may be a hindrance in pursuing their investment style, Staff and the Board are to
be notified immediately in writing.

Reporting Requirements:

A. Written summary reports of transactions, month-end market values, and monthly
rates of return are to be provided to Staff within seven business days after the
close of each month’s business activity.

1.  For separate accounts, it is the responsibility of the investment manager to
reconcile any pricing discrepancies between the manager’s pricing service
and the pricing services utilized by the West Virginia Investment
Management Board. If pricing discrepancies have not been reconciled by
the first business day following month-end, West Virginia Investment
Management Board’'s pricing service shal be used in calculating
performance.

B. Significant changes in strategy are to be reported to Staff in writing as they occur.
A dignificant change is defined as a meaningful deviation from the internal
investment guidelines communicated to the Board at the time of hiring or from
the guidelines herein.

The investment manager hereby acknowledges that it is a fiduciary and accepts delegation of
fiduciary duty by the Board to the Manager with respect to the Plan’s assets under its discretion
or control.

I nvestment Manager: Barclays Global Investors

Representative:

Title:

Date:
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FIXED INCOME MANAGER POLICY

Investment Manager Policiesand Guidelines
Western Asset Management

The account is intended to be an active fixed income portfolio with the following style criteria:

a.  The Account will be constructed to earn superior returns with low volatility by actively investing
in the extended fixed income market;

b. The custom benchmark index, as defined in the investment management contract, is used as the
IMB fixed income benchmark for reporting and objective purposes.

Core Portfolio

1. This portfolio managed by Western Asset Management is intended to be a Core fixed income
portfolio with the following style criteria:

a. The portfolio will be constructed to earn superior returns with low volatility by actively
investing in the extended fixed income market;

b. The Manager will use a highly structured investment process which incorporates the
following elements in the decision making process:

Establishing an interest rate forecast for various time periods;

Analyzing the extended market and conducting yield curve analysis,

Determining the proper market allocations;

Performing sector analysis to make sector investment decisions; and

Selecting Securities (with periodic credit committee review of individual holdings).

c. TheLehman Brothers Aggregate is used as the IMB fixed income benchmark.

2. Potentia investments will be evaluated through disciplined, thorough investment analysis and due
diligence.

3. The Manager shall have full discretion to direct and manage the investment and reinvestment of the
assets allocated to the portfolio in accordance with this executed Contract and applicable federal or
state statutes and regulations.

4. The Manager shall adhere to the portfolio management/construction concepts and the principles that
werein use as of the effective date of this Contract.

5. The Manager is authorized to invest in; U.S. Treasury and Agency hills, notes and bonds; corporate
notes and bonds; convertible bonds (that trade in line with the underlying bond value); listed fixed
income mutual funds (or units of commingled funds); derivatives authorized in the IMB Derivative
Use Policy; money market instruments (including 4.2.C commercial paper); mortgage-backed
securities (both pass-through and structured products); asset-backed securities; trust preferred
securities; yankee bonds and global Euro bonds; and Rule 144-A private placements.
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6. Quality and Other Restrictions - All restrictions are based upon percentage of the portfolio holdings
on amarket value basis at the time of the security’ s purchase.

A. The effective duration of the portfolio shall always remain between 80% and 120% of the
effective duration measure of the Lehman Brothers Aggregate. Effective duration shall mean the
modified duration of the portfolio adjusted for the expected cash flow effects of any embedded
options. The Manager's calculation of effective duration measure shall include the effects of any
outstanding derivative contracts or securities.

B. At least 20.0 percent of the portfolio must be invested in securities backed by the full faith and
credit of the U.S. Government.

C. Investmentsin any single issuer (excluding obligations of the U.S. Government and its Agencies,
with either direct or implied guarantee) may not exceed 5.0 percent of the portfolio’s market
value at time of purchase.

D. Investments in any single issue (excluding obligations of the U.S. Government and its Agencies,
with either direct or implied guarantee) may not exceed 5.0 percent of the total issue at time of
purchase.

E. Fixed income securities shall be limited to those rated (Baa3/BBB-) or above by Moody’s or
Standard and Poor’s rating agencies respectively. The average dollar-weighted quality of the
IMB'S Account shall not be less than AA as rated by Moody's or Standard and Poor's. Split-rated
issues (i.e., securities rated investment grade by one rating agency and below investment grade by
the other) will be classified using the lower of the two ratings.

F. No morethan 75.0 percent of the portfolio may be invested in corporate securities.

G. No more than 25.0 percent of the portfolio may be invested in yankee bonds and globa Euro
bonds.

H. No more than 25.0 percent of the portfolio may be invested in floating rate notes.
I.  No more than 25.0 percent of the portfolio may be invested in commercial paper.

J. No more than 50.0 percent of the portfolio may be invested in repurchase agreements.
Repurchase agreements must be 102 percent collateralized and may only be executed with
primary dealers or top tier banks.

K. No more than 50.0 percent of the portfolio may be invested in asset-backed securities, and must
be rated A or better.

L. No more than 35.0 percent of the portfolio may be invested in agency and private CMO'’s.
Collateralized mortgage obligations issued by non-governmental agencies are limited to 20.0
percent of the portfolio and 5.0 percent by issue.

M. Convertible bonds must be rated at least Baa3 and/or BBB-. The maximum investment in
convertible bonds and adjustable rate preferred stocks (total joint allocation) will be limited to
10.0 percent of the portfalio.

N. A maximum of five (5) percent of the portfolio may be invested in non-rated Rule 144A private
placements. (Issues that are rated by either Standard & Poor’s, or Moody’s are classified as
corporate issues and are not subject to this constraint but are governed by the other requirements
of this Attachment.)

O. Derivative use will be governed by the IMB’s Derivative Use Palicy.

P. Equity securities are not permitted, which includes convertible bonds that have converted to
equity securities. Western will liquidate any convertible bond security prior to conversion to an
equity security.
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Q. In the event that a Security becomes non-compliant with any provision of this policy, this
Contract, or state statute, the Manager will immediately notify IMB telephonically, and in writing
within 24 hours. This communication must include a plan for resolution of the non-compliant
Security.

7. Thefollowing investment activities are prohibited in the IMB Core Fixed Income portfolio:

A. Short sales, margin purchases or borrowing, unless used in full compliance with the IMB’s
Derivatives Use Policy.

Private placements or restricted securities, except those under Rule 144A,
Commodities,

Direct purchases of real estate, and

Direct purchase of equity securities of any type.

mooOw

8. These guidelines are not to be construed as restrictive to Western’ s ability to follow the strategies
they consider are the most appropriate given the portfolio’ s directive, but rather as an exercise of the
Board’ sfiduciary responsibility. If at any time Western feels that these instructions are unrealistic, or
may be a hindrance in pursuing their investment style, Staff and the Board are to be notified
immediately in writing.

9. The portfolio shall be well diversified, in terms of industry, sectors, and individual issues.

High Yield Portfolio
Objectives.

e Overdl Investment Policy shall seek to meet the objectives set forth in the Western Asset High
Yield Portfolio (the Prospectus).

e The Account will be constructed to earn superior returns with low volatility relative to the
Lehman Brothers U.S. Corporate High Yield by actively investing in the high yield fixed income
market.

e Theobjectives of the portfolio will be treated as atarget only and should not be considered as an
assurance or guarantee of performance.

Eligible Securities:

1. Western Asset Opportunistic US$ High Yield Securities Portfolio, L.L.C.
2. Western Asset High Yield Portfolio

To be eligible, the above-named security shall hold an average-weighted credit quality rating of B3/B or
above by Moody’s or Standard and Poor’ s rating agencies respectively.

Emerging Markets Portfolio

Objectives:

o Overdl Investment Policy shall seek to meet the objectives set forth in the Western Asset
Strategic Emerging Markets Portfolio, L.L.C Confidential Offering Memorandum.
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e The Account will be constructed to earn superior returns with low volatility relative to the
Lehman Brothers U.S. Emerging Markets Ex U.S. Aggregate by actively investing in the
emerging markets fixed income market.

o The objectives for the portfolio will be treated as a target only and should not be considered as an
assurance or guarantee of performance.

Eligible Securities:

The following commingled fixed income vehicle may be held:

1. Western Asset Strategic Emerging Markets Portfolio, L.L.C
2. Western Asset Opportunistic Emerging Markets Portfolio, L.L.C.

To be eligible, the above-named security shall be priced in US Dollars and trade in US Dollars.

I nter national Bond Portfolio

Objectives

o Overdl Investment Policy shall seek to meet the objectives set forth in the Western Asset Non-
Dollar Portfolio, L.L.C Confidential Offering Memorandum.

e The Account will be constructed to earn superior returns with low volatility relative to the
Citigroup Non USD World Government Bond Index, USD Hedged (when utilizing a USD
hedged vehicle) or the Citigroup Non USD World Government Bond Index, Unhedged (when
utilizing a non-hedged vehicle) by actively investing in the international bond fixed income
market.

e The objectives of the portfolio will be treated as a target only and should not be considered as an
assurance or guarantee of performance.
Eligible Securities
The following commingled fixed income vehicle may be held:

1. Western Asset Strategic International Investment Grade Securities Portfolio Unhedged, L.L.C.
2. Western Asset Strategic International Investment Grade Securities Portfolio Hedged, L.L.C.
3. Western Asset Opportunistic International Investment Grade Securities Portfolio, L.L.C.

To be eligible, the above-named security #2 shall be priced in US Dollars and trade in US Dallars.

The Manager acknowledges it is a fiduciary within the meaning of ERISA with respect to IMB.
Also, that it shall discharge its duties with respect to the IMB Account solely in the interest of IMB
(1) with the care, sKkill, prudence, and diligence under the circumstances then prevailing that a
prudent expert acting in a like capacity and familiar with such matterswould use in the conduct of
an enterprise of alike character and with like aims, and (2) in accordance with the standard of care
and other requirements of West Virginia Code Chapter 12, Article 6 and Chapter 44, Article 6C
and the Investment Policy Statement.

IMB Manager

Western Appendix D — Investment Manager Policies and Guidelines



West Virginia Investment Management Board
Investment Policy Statement

By: By:
Name: H. Craig Slaughter Name:
Title: Executive Director Title:
Date: Date:
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Authorized Broker Dealer List

(Approved May 26, 2004)

List of the Primary Government Securities Dealer s Reporting to the Securities Reports
Division of the Federal Reserve Bank of New York

ABN AMRO Incorporated

BNP Paribas Securities Corp.

Banc of America SecuritiesLLC

Banc One Capital Markets, Inc.
Barclays Capital Inc.

Bear, Stearns & Co., Inc.

CIBC World Markets Corp.

Citigroup Global Markets Inc.
Countrywide Securities Corporation
Credit Suisse First Boston Corporation
Daiwa Securities Americalnc.
Deutsche Bank Securities Inc.
Dresdner Kleinwort Wasserstein Securities LLC.
Goldman, Sachs & Co.

Greenwich Capital Markets, Inc.
HSBC Securities (USA) Inc.

J. P. Morgan Securities, Inc.

Lehman Brothers Inc.

Merrill Lynch Government Securities Inc.
Mizuho Securities USA Inc.

Morgan Stanley & Co. Incorporated
Nomura Securities International, Inc.
UBS Warburg LLC.

Other West Virginia Firms- Crews & Associates, Inc.
Ferris Baker Watts & Co.
Legg Mason Wood Walker, Inc.
Wachovia Securities

Banks- Bank One WV
Huntington Banks WV
Mellon Bank
BB&T
State Street Bank, Boston
United National Bank, Parkersburg
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Trade Management Policy
(Replaces Brokerage Policy May 2004)

Objective

This policy deals with the management of the buying and selling of the securities held by
the WVIMB. It directly applies to all funds that are managed in a separate account.
Although the Board cannot set policy for funds that are in a commingled or mutual fund,
the managers of those funds are required to seek best execution. The U.S. Securities and
Exchange Commission (SEC) has stated that fiduciaries have a duty to seek the most
favorable execution terms reasonably available given the specific circumstances of each
trade. This policy specifies how the WVIMB defines best execution and will monitor the
managers in achievement of these standards.

Definition of Best Execution

The SEC has stated, “a money manager should consider the full range and quality of a
Broker's services in placing brokerage including, among other things, the value of
rescarch provided as well as execution capability, commission rate, financial
responsibility, and responsiveness to the money manager.”

In deciding how best to execute a trade, an investment manager must consider a variety
of factors: the size of the transaction relative to the normal trading volume of that
security, the conviction of the new idea vs. the current portfolio, the commission rate and
the broker’ s capability to handle the trade. Many of the factors are not easily quantified.
However, achievement of best execution can be inferred by reviewing the trade
processes, procedures and outcomes. Best execution does not necessarily imply the
lowest commission rates but the judicious balancing of the commissions with the trade’s
impact on the price of the security and the opportunity cost of not being invested in what
the manager has determined to be a better portfolio. Different situations will call for
different responses but over time, a conclusion can be drawn as to whether the manager
has acted in the best interests of the portfolio.

The Board expects its managers to aways seek best execution. In doing so, the following
outcomes are expected.

e Brokerage Commissions

The following will be the average commission rates the equity managers are to
achieve over a one-year period:

Domestic equity managers. 2.5 cents per share traded
International equity managers. 0.2 percent of principal traded.
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It is the manager’s discretion as to how they achieve these goals. Shown below
are some options that could be utilized to reduce commission rates:

Electronic crossing networks with brokers

Electronic crossing networks with other managers
Market on close trades

Commission recapture programs as instituted by Staff.

0O 0O 0O

Whereas fixed income trading is done on a bid-ask spread and the brokers do not
divulge the spread to the managers, no specific brokerage goal is set for the fixed
income managers. However, it is anticipated that all reasonable steps will be
taken to ensure WVIMB pays as little spread as possible. Possible options that
could be utilized to ensure this are bundling of securities across accounts to
generate a larger total position to trade, using electronic networks to verify the
best price available and polling of severa brokers to ensure the best available
price.

The Board expects its managers to also consider the value of the research purchased
through tradesin relation to its direct benefit to the WVIMB portfolio.

Soft Dollars

All soft dollars generated by the plan are assets of the plan and not the investment
managers. However, the Board recognizes the “Safe Harbor” provision of the
Securities and Exchange Act of 1934 allows investment managers to use the soft
dollars generated in order to directly benefit the plan assets. The Board therefore
requires its equity managers to provide accounting of soft dollar transactions
involving securities of the WVIMB. The Board believesit is possible to make a
reasonable, though admittedly imprecise, allocation of these commission dollars
across manager accounts. These reports should be provided to Staff periodically
upon request and shall include number of shares traded, dollar amount of the soft
dollar commissions, the brokerage firms to which they were directed, and an
explanation of the goods or services received.

Although fixed income managers do not generate soft dollars per se, they receive
“gratis’ services from brokers through which they trade. For the purposes of this
policy, these services are considered a result of the trades placed with that broker
and an accounting of those services similar to that required of the equity managers
described above is required.

The Board expects its managers to fulfill the less quantifiable portions of best execution.
To that end, reasonable, executable trade polices and practices should be established and
followed by each investment manager. The Association for Investment Management and
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Research has developed and published the AIMR Trade Management Guidelines (found
on the Internet at http://www.aimr.org/pdf/standards/trademgmt_guidelines.pdf).

The AIMR Trade Management Guidelines encourage firms to:

e Establish trade-management policies and procedures that seek to maximize the
value of a client’s portfolio, within that client’s investment objectives and
constraints.

e Establish clear firm-wide guidelines on broker selection and development of an
approved brokersist.

e Establish controls to monitor and evaluate broker performance and execution
quality.

e Ensurethat al clients are treated fairly in the execution of orders and allocation of
trades.

e Disclose their trade-management practices as well as their actual and potential
trading-related conflicts of intereststo all current and prospective clients.

e Maintain accurate and complete trading records documenting the firm’s efforts to
achieve best execution.

The Board believes these are reasonable and valuable practices. Therefore, WVIMB
managers are encouraged to implement the AIMR Guidelines as policy, or use them as a
guide in developing similar processes and procedures for trade management within their
firm.

Monitoring and Reporting

The Quarterly Attestation Certificate process requires all WVIMB investment managers
to detail any incident of non-compliance for the most recent quarter, which would include
violation of equity brokerage commission rate goals for Domestic and International
Equity Managers over aone-year period as of the most recent quarter-end date.

WVIMB Staff will annually report to the Board on the attainment of the equity brokerage
commission rate goals.

As part of the annual due diligence on each manager, WVIMB Staff will review the
appropriateness of the soft dollar purchases and services received “gratis’ from the
brokers used by the WVIMB managers. Additionally, all investment managers trade
management policies will be compared to the AIMR Guidelines as paraphrased above
during the annual due diligence review with each manager. Staff will monitor both
violations of the managers trade management policies and differences between those
policies and the suggested AIMR guidelines. Staff will address any significant concerns
in the due diligence summaries provided to the Board.
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Manager Transitions

Trade management is particularly important in the specific case when the Board hires,
terminates, or replaces an investment manager. In effect, the Board is stating that the
portfolio should be transitioned to the new allocation as quickly as is practical given the
constraints of the market. Therefore, the brokerage commission goals stated above will
be suspended for the transition period. However, steps should be taken to lower the
brokerage rates and minimize transaction costs during this period on a “best efforts’
basis. Theseinclude, but are not limited to:

o Transferring assets directly to the new manager’'s account from the
replaced manager’ s account with no broker involvement (In-kind transfer)
Electronic crossing networks with brokers
Electronic crossing networks with other managers
Market on close or open trade programs
Commission recapture programs as instituted by Staff.

O 0 0O

To effect the transition, Staff will consider a number of methods:
Utilizing the manager being replaced

Utilizing the new manager

Utilizing a separate WVIMB manager

Utilizing the custodian

Utilizing a broker-deal er

Utilizing a third-party transition management firm

O

O 0O 0O O0O0

The choice of which method or combination of methods will be based upon the perceived
ability to accomplish the transition quickly with as little market impact and as low
commission rates as possible. The method chosen may differ in different transitions due
to asset class and other considerations.
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WVIMB Derivatives Use Policy

Approved May 24, 2001(Revised May 23, 2003)

It is understood that any derivative transaction shall be used as a means to efficiently access
desired markets and to control and manage portfolio risk. At no time shall the Manager engage
in a derivative transaction that exposes the portfolio to any risk outside of the Manager’s
mandate and guidelines for the WVIMB. Any reference to ““portfolio” in this document is
defined as the individual Manager’s portfolio, not the total WVIMB portfolio.

At the time of purchase, every derivative transaction evaluated for inclusion in the portfolio is
subject to the following limitations: 1) the resultant portfolio is not leveraged in any way, 2) for
fixed income managers, the resultant duration of the portfolio is not affected by more than one
year when including all derivative types in the portfolio’s calculation, and 3) at no time will the
combined absolute “notional value” of all derivative positions exceed 30% of the Manager’s
total portfolio (with the exclusion of forward foreign currency exchange contracts used for
hedging purposes).

FUTURES

* The Manager may utilize interest rate, currency, or index futures that have recognized
liquidity and are actively traded on major exchanges, or if over-the-counter, are executed
with major dealers. The net position of non-US futures contracts shall be subject to, and
included in, the current limitation on non-US securities in accordance with investment
guidelines.

OPTIONS
» The Manager may buy and sell equity, bond, currency, or index options that have recognized
liquidity and are actively traded on major exchanges, or if over-the-counter, are executed
with major dealers. The following types of options strategies may be employed:

Purchase of Call Options

Purchase of Put Options — When purchasing put options, the portfolios must hold the
underlying asset in the portfolio to cover the notional amount of the option purchased.

Sale of Call Options — When selling call options, the portfolio must hold the underlying
asset in the portfolio to cover the notional amount of the option sold.

Sale of Put Options — When selling put options, cash equal to the notional value of the
options position must be held in the portfolio.
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FORWARDS

e The Manager may utilize inter-bank spot and forward foreign exchange contracts. The total exposure
of all forward contracts shall not exceed the value of the portfolio’s non-US securities and at no time
shall currencies of countries be sold or purchased in which there is no underlying investment
exposure. The market value of forward foreign exchange contracts sold short shall not exceed 100%
of the market value of the underlying assets being hedged (both in local terms). The net exposure to
any currency in local terms (whether from spot or forward contracts) is subject to the current
limitation on non-US exposure in the portfolio and the current limitation on cash holdings as detailed
in the investment manager guidelines.

SWAPS

» The Manager may enter into interest rate, currency, or index swap agreements with the understanding
that no exchange in principal occurs. In addition, collateral agreements will be in place to trigger
margin movement whenever WVIMB’s current mark-to-market amount to be received from a
counterparty exceeds USD$250,000. The amount to be paid to the counterparty by WVIMB when
the mark-to-market amount exceeds $250,000 will be at the discretion of the investment manager and
counterparty.

MORTGAGE DERIVATIVES

» For fixed income managers, collateralized mortgage obligations cannot be more sensitive to interest-
rate changes than the underlying mortgage-backed security. Collateralized mortgage obligations
issued by non-governmental agencies are limited to 20.0 percent of the portfolio and 5.0 percent by
issue.

CREDITWORTHINESS

e The Manager is authorized to derivative securities- only to the extent detailed in preceding
guidelines- on a disclosed basis with counter-parties on the Manager’s approved list.
Creditworthiness of all counterparties to transactions must be monitored by the Manager using current
industry standards on a regular basis and the manager should take all reasonable steps to protect the
underlying assets in the event of adverse changes to counterparty creditworthiness.

RESTRICTED DERIVATIVE INVESTMENTS

* Any derivative not explicitly mentioned in the preceding guidelines or Manager-specific guidelines
(including, but not limited to, swaptions, credit default swaps, structured notes, mortgage derivatives,
etc.) shall be considered restricted. “Linked” securities are restricted to the extent that the principal
value or interest rate is tied to anything not specifically allowed as permissible investments. If the
Manager wishes to discuss a potential derivative transaction not detailed in the written guidelines, the
Manager should contact WVIMB and the transaction will be considered on a case-by-case basis. Any
allowance of such transactions would have to be approved in writing by WVIMB.
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CONFLICTING GUIDELINES

In instances where commingled funds are utilized and a policy conflict exists in the use
of derivatives, the commingled fund’s derivatives use policy takes precedence over this

policy.
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MANAGER MONITORING
AND RETENTION POLICY

POLICY OBJECTIVES AND PRINCIPLES

Investment manager retention and termination decisions have high costs, whether it be the
decision to retain unskilled managers for too long, or the decision to terminate a skilled manager
prematurely. Not only are the costs of redeploying assets considerable, but the variability of
most manager returns complicates straightforward evaluations of manager skill. Without reliable
assessments of manager skill, the WVIMB has little assurance that the manager we hire today
will perform better than the manager we terminated yesterday.

This manager monitoring and retention policy provides a systematic, consistent, and rational
framework, for manager retention and termination decisions, thereby avoiding untimely and
haphazard actions that may adversely impact fund returns. In addition, the policy is intended to:

. Foster a long-term approach to manager evaluations;
. Provide alogical and consistent framework to evaluate manager skill;
. Improve client/manager communication by apprising each manager of the quantitative

and qualitative standards by which they will be judged, and the near-term and long-term
consequences of failing to meet these standards;
. Promote timely and appropriate responses to actual and potential performance issues; and
. Provide flexibility to allow application across all asset classes, management styles, and
market environments.

This policy shall apply to all WVIMB managers, except where otherwise noted.

Although quantitative assessments of manager success are useful in judging whether managers
have been successful in the past, they can be poor predictors of future success. Since the
WVIMB’s goal is to determine the likelihood of future success, it is critical that the ultimate
retention/termination decision focus on the qualitative aspects of each manager relationship, as
well as quantitative assessments of past performance.

Staff will utilize quantitative tools such as cumulative and rolling excess return (1) analysis to
identify performance shortfalls, while qualitative assessments of organization, personnel and
investment approach will be used to diagnose the source of the shortfall. Regular qualitative
assessments are aso valuable in flagging potential problems by drawing attention to
developments that might lead to future poor performance.

In addition to identifying existing and potential problems, an important purpose of the manager
monitoring and retention policy is to outline how and when the WVIMB will address specific
issues and events. Depending on the significance of the issue or event, staff will select one of
four possible courses of actions. do nothing and continue to monitor the situation, place the
manager on the WVIMB Watch List, initiate a Comprehensive Review, or, under extraordinary
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circumstances, request an emergency Board meeting and recommend termination of the manager
immediately without a Comprehensive Review.

Being placed on the WVIMB Watch List should not by definition automatically reflect
negatively on any manager. It ismerely an indication that an event of substance has occurred
and requires monitoring until its effect on the specific account can be established.

Inevitably, each retention/termination decision will be unique. Accordingly, it is intended that
this manager monitoring and retention policy be flexible enough to account for specific manager,
asset class, and market-related factors, but it is aso intended that exceptions to this policy be
rare.

[I. MANAGER MONITORING
A. Manager Meeting Frequency and Content

Staff will meet with each investment manager not less than once every twelve months,
and staff shall meet with each manager at their place of business not less than once every
twenty-four months. Each meeting will include a review of the manager’s near-term and
long-term performance, their current investment strategy and capital market outlook, and
any other pertinent issues related to the manager’ s organization, personnel, or investment
process. The frequency, content, and timing of specific manager presentations will be
subject to staff and the Board' s discretion.

B. Qualitative Assessments

The qualitative aspects of each manager relationship will be monitored through frequent
oral and written contacts by staff with each manager and WVIMB consultants, and, when
appropriate, through quarterly evaluations utilizing attribution, style and peer universe
analyses. Qualitative assessments will focus on organizational and staff stability,
adherence to investment philosophy and process, asset/client turnover, and the quality of
client service.

A significant and potentially adverse event related to, but not limited to, any of the
following qualitative issues or events may cause staff to either place a firm on the Watch
List or initiate a Comprehensive Review, depending on the perceived significance of the
event or issue in light of surrounding circumstances:

» A significant change in firm ownership and/or structure;

» Theloss of one or severa key personnel;

* A significant loss of clients and/or assets under management;

» A shift in the firm’'s philosophy or process which may be evidenced by style drift (2,
increases or decreases in tracking error (3, or value-added coming from an unexpected
source, €tc;

» A significant and persistent lack of responsivenessto client requests,
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* A sgnificant decrease in the quality or volume of deal flow and/or a marked change
in the investment types or deal terms negotiated by or available to the manager;

» Consistent failure to meet investment allocation targets; or

* Violation of WVIMB investment guidelines.

C. Quantitative Assessments

In order to evaluate manager skill, cumulative and rolling assessments of excess return
will be calculated for each external manager. The illiquid and longer-term nature of the
Alternative Investment Program (AlP) necessitates a different quantitative assessment
methodology from that utilized in the public markets. Sections I1.C.1.a, I1.C.1.b., and
11.C.2., below, describe in detail the methodologies employed for public and AIP
manager performance evaluations.

Judgments as to whether a manager has achieved WVIMB investment objectives, and
judgments as to whether a manager will achieve WVIMB investment objectives in the
future, ultimately rest with WVIMB staff and Board. Accordingly, WVIMB staff and the
Board reserve the right under this policy to pursue, at any time, any course of action in
response to absolute, relative, historic or perceived future investment performance.
Notwithstanding the foregoing, the following decision rules will generaly apply to
quantitative assessments of manager performance:

1. Public Market Managers - Because of the large degree of variability in manager
returns, it is often very difficult to assess whether a manager's over/under
performance is the product of randomness or true investment skill. WVIMB'’s
guantitative skill analysis considers the variability of a manager’s excess return, in
addition to the absolute magnitude of the excess return, when making judgments
about manager skill relative to investment style.

Skilled managers often have periods of under performance, just as unskilled managers
often experience periods of out-performance. Over long time periods, however,
skilled managers will produce a larger average excess return more frequently than
their unskilled peers.

a. Active Managers- Cumulative and rolling returns will be utilized as follows:
If the manager’s rolling, three-year or five-year excess return plots below the
benchmark for four (4) consecutive quarters, the manager shall be placed on the

Watch List.

If the manager’s cumulative or rolling excess return plots cause concern for any
other reason, the manager shall be placed on the Watch List.
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b. Passive Managers - The skill analysis methodology applied to WVIMB active
management strategies is inappropriate for passive management strategies due to
the low variability of manager returns and a zero alpha (s) expectation. Therefore,
WVIMB shall utilize the annual performance ranges outlined in each manager’s
investment contract to monitor passive manager performance.

Beginning one year after inception date, staff will monitor the manager’s four
quarter rolling returns. If the manager’s trailing four-quarter annua return
exceeds the range set forth in the manager’s investment management contract for
two (2) consecutive quarters, staff shall place the manager on the WVIMB Watch
List.

2. Alternative Asset Managers

(To be defined after formal approval of a program, recognizing the limitations of
aternative investment programs.)

D. Reporting

On an annual basis, staff shall prepare for each of WVIMB managers, a comprehensive
relationship and performance review in accordance with the WVIMB annua due
diligence program. Annualy, staff shall also prepare, or cause to be prepared, reports to
support the qualitative assessments including style measurement reports, attribution
analysis, tracking error reports, and peer universe comparisons.

[11. COURSES OF ACTION
A. Watch List

A manager will be placed on the Watch List as a result of a significant or potentially
adverse development involving the manager as described in sections I1.B., above. Being
placed on the Watch List communicates to the manager, WVIMB’s concern about a
particular situation. A manager will be placed on the Watch List for a specified length
of time, not to exceed twelve months. Staff will meet with the manager within ninety
(90) days of their being placed on the Watch List to discuss the situation and the steps
needed to be taken to resolve the issue to WVIMB satisfaction. A manager will generaly
remain on the Watch List until the specified time period expires, or until the issue is
resolved to WVIMB satisfaction. If the issue has not been resolved by the expiration of
the specified time period, a Comprehensive Review may be initiated. Also, a manager
may be removed from the Watch List and a Comprehensive Review initiated, or be
recommended for termination at any time if a situation deteriorates.

B. Comprehensive Review

A Comprehensive Review of a manager will be undertaken as a result of serious under
performance of a manager relative to its benchmark per section 11.C. or as the result of a
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significant and adverse change to the manager’s organization, personnel, or investment
process per section I1.B. These categories of events cause Staff to seriously question the
firm’s ability to achieve WVIMB investment objectives in the future. A Comprehensive
Review is a thorough, in-depth due diligence effort which explores all elements of a
manager’ s organization, personnel, and investment philosophy and process.
Comprehensive Reviews will be completed within 90 days of initiation.

In undertaking a Comprehensive Review, staff is ultimately deciding whether the firm
should be “re-hired” today given the current events and prevailing circumstances. Thus,
the outcome of a Comprehensive Review is a decision to retain or terminate the
manager. The nature of certain investment vehicles may severely restrict or prohibit the
immediate withdrawal of funds and/or the transfer of assets to another manager. In such
cases, the decision to terminate a manager is not feasible and, therefore, WVIMB actions
may be limited to filing a withdrawal request with the manager and waiting until the
investments can be liquidated in a prudent manner, or seek other disposition strategies.

The Comprehensive Review will focus on whether the firm currently embodies enough of
the following characteristics to provide reasonable assurance that WVIMB investment
objectives in the future will be achieved. The list below represents characteristics that
WVIMB believes are important to the success of a manager’s investment program.

Organization:
- Stable ownership structure
- Experienced, dynamic leadership
- Clearly delineated lines of authority and responsibility
- Sound financial condition
- Controlled growth
- Strong compliance and internal control systems

Personnel:
- Investment staff is experienced and competent
- Low turnover in key positions
- Employees are highly motivated to meet client objectives
- Sufficient back-up and on-going training

Investment Process and Philosophy:
- Wadll-articulated philosophy as to how value is added in a particular market
- Investment processis systematic, focused and consistent
- Investment process exploits a perceived competitive advantage
- Investment process has been successfully applied in different market environments
- High quality research base
- Investment process/style can be benchmarked
- Strong trading capabilities
- High quality deal flow and investment opportunities
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The Comprehensive Review shall aso address whether the problem can be resolved within the
scope of the existing relationship, and if not, how and to whom the assets should be redeployed.
A decision to “re-hire’” a manager may aso be subject to the manager satisfying specified
conditions and include a probationary period.

.OTHER TERMINATION CONDITIONS

This policy depicts circumstances where WVIMB may elect to terminate a manager for cause.
However, al WVIMB investment management contracts permit WVIMB to terminate the
manager, with or without cause, after no more than thirty-day (30) written notice. The
investment management contracts also permit WVIMB to terminate a manager immediately
upon learning of a breach of duty or confidentiality.

DOCUMENT CONFLICTS; MODIFICATIONS

Nothing herein shall be construed or interpreted as a modification or amendment to any Contract
between the WVIMB and any Manager. In the event of a conflict between any provision of any
such Contract and this policy, the provisions of the Contract shall prevail.

1 Difference between the manager’ s return and the benchmark return

2Changes in a portfolio’s predominant style characteristics over time (i.e. shifts from growth to value or large cap to
small cap)

s Standard Deviation of excessreturn

4 The range the manager’s excess return is anticipated to fall a specified percentage of the time based on the past
variability of excessreturns

s Risk-adjusted excess returns
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Policy Compliance

As stated in the Investment Policy Statement, given that this is the official document of the
Board, no deviation from the document is permitted without prior, explicit, written permission
from the Board. All externa investment Managers are employed at the pleasure of the Board,
with a ten-day termination notice provision in the WVIMB’ s standard manager contract. Failure
to follow these generic guidelines, and/or the manager-specific guidelines as set forth in the
“Investment Manager Policies and Guidelines’ section of the Appendix may result in
termination.

During periods in which an investment manager is being funded with additional capital to invest
within their portfolio, the manager is alowed to exceed the cash limitations described in their
investment policies and guidelines, until such time as portfolio construction has been completed.

During periods in which a current manager of assets undergoes a material change in mandate of
its investment guidelines, staff and the manager will agree on a reasonable time, not to exceed 30
days, in which the manager can be in technical violation of the policy as it transitions the
portfolio to its new mandate.

Until such time that individua investment manager policies and guidelines have been adopted,
any investment Manager who is managing assets on behalf of WVIMB shall adhere to the
guidelines and restrictions which apply to the specific Investment Pool for which they manage
assets as if the guidelines and restrictions applied to the Manager alone, regardless of whether the
Manager is managing all or a portion of the assets within the Investment Pool.
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Proxy-Voting

The Board, as part of their duties and responsibilities, shall have the right to vote any and all
proxies solicited in connection with securities held by WVIMB. The Board may delegate to the
investment Managers who invest the WVIMB'’s assets the responsibility to vote any and all
proxies. The Board and/or investment Manager, as applicable, has the responsibility to vote
solely in the interest of WVIMB and to protect the value of the securities within the portfolio. If
delegated to a Manager, the Manager will be required to establish a proxy-voting program in
coordination with the Staff. Investment Managers shall keep accurate records of all proxies
voted and shall submit a summary report of same to the Staff on an annual basis. A review will
be coordinated with each Manager to confirm consistency with the Board's position, if one

exists. The Board reserves the right to provide additional proxy-voting direction to its Managers
at any time.
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Rebalancing

The Board is responsible for asset allocation decisions and will periodically review its target
alocations to confirm or adjust the targets, as described in Section I11 of the Investment Policy.
Until such time as the Board changes the asset alocation ranges, it will be necessary to
periodically rebalance the portfolio as a result of market value fluctuations. The Board has
delegated to staff the duty of implementing the following systematic and cost-effective approach
to rebalancing. Once the Participant Plan has reached its target equity allocation, the equity
allocation shall be rebalanced back toward its equity target on a monthly basis utilizing cash
flows and crossing opportunities. The Range Allocation established by the Allocation Committee
around the Strategic Allocation will be monitored and rebalanced when it exceeds 5% above or
below the alocation selected by the Allocation Committee, no more frequently than monthly and
no less frequently than semi-annually. Specific manager allocations will be rebalanced back to
target on an annual basis. Staff will report rebalancing activity to the Chair of the Investment
Committee monthly.
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Repur chase Agr eements Policy
Revised October 6, 2000

Statutory Citations:

§12-6-9h. Securities handling.

In financial transactions whereby securities are purchased by the board under an agreement
providing for the resale of such securitiesto the original seller at a stated price, the board shall
take physical possession of the securities, directly, by its custodian bank or through a neutral
third party: Provided, That an agreement with a neutral third party may not waive liability for
the
handling of the securities: Provided, however, That when the board is unable to take
possession, directly, by its custodian bank or through a mutual third party, the board may leave
securities in a segregated account with the original seller, provided the amount of the securities
with any one seller may not exceed one hundred fifty million dollars.

Authorized Counterparties:

Counterparty Contact Phone Number
Merrill Lynch Jm Harris 304-347-2525
MSDW Casey Robinson 304-357-4587
Bank of America Herb Fanning 800-999-4360

To become and remain an Authorized Counterparty an entity must be rated “Investment Grade”
and must conform to WVIMB'’s Trading Policy.

Authorized Limits:

The principa value for Repurchase Agreements purchased by the WVIMB trading desk shall be
limited to $150 million per counterparty for both the Consolidated Pension Fund and the
Consolidated Fund.

If a counterparty is at the Authorized Limit and is successful in winning the bid on two or more
consecutive days, the interest may be “rolled” over in the new Repurchase Agreement provided
that the interest “rolled” does not exceed 1% of the original principal value of the Repurchase
Agreement.

Repurchasing Agreement Policy Appendix E — Implementation



West Virginia Investment Management Board
Investment Policy Statement

Securities Lending

(Approved May 22, 2003)

The Board has elected to participate in securities lending and has set forth the following policy related
to this activity. The objective of this program is to generate incremental income for the Plan, while not
materially changing the risk profile of the Plan. In the event the Executive Director, Chief Investment
Officer and the Consultant are in agreement that the risks’” inherent in lending WVIMB securities have
increased to a point that the risk/return tradeoff is no longer acceptable, the program may be
temporarily suspended without Board consent. Following such a suspension, the Board will be
notified and at the next regularly scheduled meeting, a decision will be made by the Board to either
reinstate the program or continue suspension indefinitely.

» The lending program may be implemented through the use of agent lender(s), as determined by
the Board. Any agent lender selected must agree in writing to comply with the WVIMB
Securities Lending Policy.

* The agent lender(s) may lend financial securities including, but not limited to, U.S. and non-
U.S. equities, corporate bonds, and U.S. and non-U.S. government securities.

* Any Agent shall have full discretion over the selection of borrowers and shall continually
review the creditworthiness of potential borrowers through extensive analysis of publicly
available information and any other material available to them.

» All loans shall be fully collateralized with cash, government securities or irrevocable bank
letters of credit.

» Cash collateral received from securities borrowers will be deposited upon receipt in a pre-
approved short-term investment vehicle or vehicles. Each pre-approved vehicle must comply
with the following key objectives: safeguarding principal, assuring all cash collateral is
invested in a timely manner, maintaining a diversified portfolio of investments, and
maintaining adequate liquidity to meet the anticipated needs of the WVIMB.

» Collateralization of loans shall be at least 102% of the market value of loaned domestic
securities plus accrued income and 105% for non-U.S. loans, respectively.

» The amount loaned to any one borrower shall not exceed $225 million USD across the total
program. This dollar limitation will be reviewed, and possibly adjusted, annually during the
due diligence review.

» Securities on loan should be marked-to-market on a daily basis to assess adequacy of
collateralization.

» The agent lender(s) shall provide periodically, and WVIMB staff will review, reports including,
but not limited to, earnings schedules, performance and holdings within the loan program,
performance and holdings within the collateral reinvestment program, collateralization detail,
borrower detail, et al.

* The Securities Lending program should in no way inhibit the portfolio management activities
of the other managers of the Plan.

*  WVIMB staff shall be responsible for making an annual report to the Board on the securities
lending program.

*  WVIMB staff will monitor the agent lender(s) of the Securities Lending program in accordance
with the WVIMB Manager Oversight and Retention Policy, verifying compliance quarterly,
and conducting due diligence reviews annually equivalent to processes conducted on other
external investment managers.
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Trading Policy

The Trustees may hire external entities to act as Advisors or Managers to WVIMB. The
following guidelines apply to trading within fixed income and equity accounts.

Fixed Income Trading by WVIMB Staff

Staff shall execute all trade recommendations of the Advisor unless the trade clearly
violates the state code or Investment Policy. Fixed income trades shall be done in
competition using at least three dealers, unless for some reason the security can only be
offered by one dealer. At least one West Virginia based firm shall be called on each
trade, when possible. In the event of a tie, each “tied” broker will be called back and
given the opportunity to improve it’s quote, until the tie is broken. All trades must be
executed on a recorded phone. All trades must be recorded on the portfolio accounting
system within twenty-four hours of execution. All trades must be reviewed by a
supervisor in the Investment Department.

The maturity of any cash equivalent investments made by Staff, which is not covered by
any other specific investment policy, shall not exceed 45 days.

Fixed Income Trading by External Managers

All fixed income trades executed by external fixed income Managers shall be at the
discretion of the Manager subject to their fiduciary responsibility to WVIMB.

Fixed Income Authorized Broker Dealers

Staff may only trade with financial dealers authorized by the Board. To be eligible to be
placed on the list of authorized dealers, a dealer must either be a primary dealer or a West
Virginia firm and must submit audited financial statements to the Board that will be
reviewed by Staff and kept on file. The Board must approve the list of authorized dealers
at least annually. The Chief Investment Officer may impose additional limitations to the
approved list, including, but not limited to, the size of any one trade and the number of
times a financial dealer may be called.

Equity Trading

All equity trades executed by external equity Managers shall be at the discretion of the
Manager subject to their fiduciary responsibility to WVIMB.
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West Virginia Code of Conduct

A. Persons subject to section.

The provisions of this section apply to all elected and appointed public officials and public
employees, whether full or part time, in state, county or municipal governments, and their
respective boards, agencies, departments and commissions and in any other regiona or local
governmental agency, including county school boards.

B. Useof public office for private gain.

1. A public officia or public employee may not knowingly and intentionally use his or her
office or the prestige of his or her office for his or her own private gain or that of another
person. The performance of usual and customary duties associated with the office or position
or the advancement of public policy goals or constituent services, without compensation,
does not constitute the use of prestige of office for private gain.

2. The Legidature, in enacting this subsection (b), relating to the use of public office or public
employment for private gain, recognizes that there may be certain public officials or public
employees who bring to their respective offices or employment their own unique persona
prestige which is based upon their intelligence, education, experience, skills and abilities, or
other personal gifts or traits. In many cases, these persons bring a personal prestige to their
office or employment which inures to the benefit of the state and its citizens. Such persons
may, in fact, be sought by the state to serve in their office or employment because, through
their unusual gifts or traits, they bring stature and recognition to their office or employment
and to the state itself. While the office or employment held or to be held by such persons
may have its own inherent prestige, it would be unfair to such individuals and against the
best interests of the citizens of this state to deny such persons the right to hold public office
or be publicly employed on the grounds that they would, in addition to the emoluments of
their office or employment, be in a position to benefit financially from the persona prestige
which otherwise inheres to them. Accordingly, the commission is directed, by legidative
rule, to establish categories of such public officials and public employees, identifying them
generally by the office or employment held, and offering persons who fit within such
categories the opportunity to apply for an exemption from the application of the provisions of
this subsection. Such exemptions may be granted by the commission, on a case by case
basis, when it is shown that: (A) The public office held or the public employment engaged in
is not such that it would ordinarily be available or offered to a substantial number of the
citizens of this state; (B) the office held or the employment engaged in is such that it
normally or specifically requires a person who possesses persona prestige; and (C) the
person’s employment contract or letter of appointment provides or anticipates that the person
will gain financially from activities which are not a part of his or her office or employment.
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C. Gifts.

1. A public officia or public employee may not solicit any gift unless the solicitation is for
a charitable purpose with no resulting direct pecuniary benefit conferred upon the official
or employee or his or her immediate family: Provided, That no public officia or public
employee may solicit for a charitable purpose any gift from any person who is aso an
officia or employee of the state and whose position as such is subordinate to the
soliciting official or employee: Provided, however, That nothing herein shall prohibit a
candidate for public office from soliciting a lawful political contribution. No officia or
employee may knowingly accept any gift, directly or indirectly, from a lobbyist or from
any person whom the official or employee knows or has reason to know:

(A) Isdoing or seeking to do business of any kind with his or her agency;

(B) Is engaged in activities which are regulated or controlled by his or her agency;
or

(C) Has financia interest which may be substantially and materially affected, in a
manner distinguishable from the public generaly, by the performance or
nonperformance of his official duties.

2. Notwithstanding the provisions of subdivision (1) of this subsection, a person who is a
public official or public employee may accept a gift described in this subdivision, and
there shall be a presumption that the receipt of such gift does not impair the impartiality
and independent judgment of the person. This presumption may be rebutted only by
direct objective evidence that the gift did impair his or her impartiality and independent
judgment. The provisions of subdivision (1) of this subsection do not apply to:

(A) Meals and beverages,
(B) Ceremonia gifts or awards which have insignificant monetary value;
(C) Unsolicited gifts of nomina value or trivial items of informational value;

(D) Reasonable expenses for food, travel and lodging of the official or employee
for a meeting at which the official or employee participates in a panel or
speaking engagement at the meeting;

(E) Gifts of tickets or free admission extended to a public official or public
employee to attend charitable, cultural or political events, if the purpose of
such gift or admission is a courtesy or ceremony customarily extended to
the office;

(F) Giftsthat are purely private and personal in nature; or

(G) Gifts from relatives by blood or marriage, or a member of the same
household.
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3. The commission shall, through legislative rule promulgated pursuant to chapter twenty-
nine-a of this code, establish guidelines for the acceptance of a reasonable honorarium by
public officials and elected officials. The rule promulgated shall be consistent with this
section.  Any elected public official may accept an honorarium only when: (1) That
official is a part-time elected public official; (2) the fee is not related to the official’s
public position or duties; (3) the fee isfor services provided by the public official that are
related to the public official’s regular, nonpublic trade, profession, occupation, hobby or
avocation; and (4) the hororarium is not provided in exchange for any promise or action
on the part of the public official.

4. Nothing in this section shall be construed so as to prohibit the giving of a lawful political
contribution as defined by law.

5. The Governor or his designee may, in the name of the state of West Virginia, accept and
receive gifts from any public or private source. Any such gift so obtained shall become
the property of the state and shall, within thirty days of the receipt thereof, be registered
with the commission and the division of culture and history.

D. Interestsin public contracts.

1. In addition to the provisions of section fifteen, article ten, chapter sixty-one of this code,
no elected or appointed public official or public employee or member of his or her
immediate family or business with which he or she is associated may be a party to or
have an interest in the profits or benefits of a contract which such official or employee
may have direct authority to enter into, or over which he or she may have control:
Provided, That nothing herein shall be construed to prevent or make unlawful the
employment of any person with any governmental body: Provided, however, That
nothing herein shall be construed to prohibit a member of the Legislature from entering
into a contract with any governmental body, or prohibit a part-time appointed public
official from entering into a contract which such part-time appointed public official may
have direct authority to enter into or over which he or she may have control when such
official has been recused from deciding or evaluating and excused from voting on such
contract and has fully disclosed the extent of such interest in the contract.
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2. In the absence of bribery or a purpose to defraud, an elected or appointed public official
or public employee or amember of his or her immediate family or a business with which
he or she is associated shall not be considered as having an interest in a public contract
when such a person has a limited interest as an owner, shareholder or creditor of the
business which is the contractor on the public contract involved. A limited interest for
the purposes of this subsection is:

(A) Aninterest:

() Not exceeding ten percent of the partnership or the outstanding
shares of a corporation; or

(i) Not exceeding thirty thousand dollars interest in the profits or
benefits of the contract; or

(B) An interest as a creditor:
() Not exceeding ten percent of the total indebtedness of a business; or

(i) Not exceeding thirty thousand dollars interest in the profits or
benefits of the contract.

3. Where the provisions of subdivisions (1) and (2) of this subsection would result in the
loss of a quorum in a public body or agency, in excessive cost, undue hardship, or other
substantial interference with the operation of a state, county, municipality, county school
board or other governmental agency, the affected governmental body or agency may
make written application to the ethics commission for an exemption from subdivisions
(2) and (2) of this subsection.

E. Confidential information.

No present or former public official or public employee may knowingly and improperly
disclose any confidential information acquired by him or her in the course of his or her
official duties nor use such information to further his or her personal interests or the interest
of another person.

F. Prohibited representation.

No present or former elected or appointed public official or public employee shall, during or
after his or her public employment or service, represent a client or act in a representative
capacity with or without compensation on behalf of any person in a contested case, rate-
making proceeding, license or permit application, regulation filling or other particular matter
involving a specific party or parties which arose during his or her period of public service or
employment and in which he or she personally and substantially participated in a decision
making, advisory or staff support capacity, unless the appropriate government agency, after
consultation, consents to such representation. A staff attorney, accountant or other
professional employee who has represented a government agency in a particular matter shall
not thereafter represent another client in the same or substantially related matter in which that
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client’s interests are materially adverse to the interests of the government agency, without the
consent of the government agency: Provided, That this prohibition on representation shall
not apply when the client was not directly involved in the particular matter in which such
professioral employee represented the government agency but was involved only as a
member of a class. The provisions of this subsection shall not apply to legidators who were
in office and legidlative staff who were employed at the time it originally became effective
on the first day of July, one thousand nine hundred eighty-nine, and those who have since
become legidators or legidative staff and those who shall serve hereafter as legidators or
legidative staff.

G. Limitation on practice before a board, agency, commission or department.

1. No elected or appointed public official an no full-time staff attorney or accountant shall,
during his or her public service or public employment or for a period of six months after
the termination of his or her public service or public employment with a governmental
entity authorized to hear contested cases or promulgate regulations, appear in a
representative capacity before the governmental entity in which he or she serves or
served or is or was employed in the following matters:

(A) A contested case involving an administrative sanction, action or refusal to act;
(B) To support or oppose a proposed regulation;

(C) To support or contest the issuance or denia of alicense or permit;

(D) A rate-making proceeding; and

(E) To influence the expenditure of public funds.

2. Asused in this subsection, “represent” includes any formal or informal appearance before
or any written or oral communication with, any public agency on behalf of any person:
Provided, That nothing contained in this subsection shall prohibit, during any period, a
former public official or employee from being retained by or employed to represent,
assist, or act in a representative capacity on behalf of the public agency by which he or
she was employed or in which he or she served. Nothing in this subsection shall be
construed to prevent a former public official or employee from representing another state,
county, municipal or other governmental entity before the governmental entity in which
he or she served or was employed within six months after the termination of his or her
employment or service in the entity.

3. A present or former public official or employee may appear at anytime in a representative
capacity before the Legidature, a county commission, city or town council or a county
school board in relation to the consideration of a statute, budget, ordinance, rule,
resolution or enactment.
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4.

5.

Members and former members of the Legidature and professional employees and former
professional employees of the Legislature shall be permitted to appear in a representative
capacity on behalf of clients before any governmental agency of the state, or of county or
municipa governments including county school boards.

An elected or appointed public official, full-time staff attorney or accountart who would
be adversely affected by the provisions of this subsection may apply to the ethics
commission for an exemption for the six months prohibition against appearing in a
representative capacity, when the person’s education and experience is such that the
prohibition would, for all practical purposes, deprive the person of the ability to earn a
livelihood in this state outside of the governmental agency. The ethics commission shall
by legidative rule establish genera guidelines or standards for granting an exemption or
reducing the time period, but shall decide each application on a case-by-case basis.

H. Employment by regulated persons.

1.

No full-time officia or full-time public employee may seek employment with, be
employed by, or seek to sell or lease real or personal property to any person who:

(A) Had a matter on which he or she took, or subordinate is known to have taken,
regulatory action within the preceding twelve months; or

(B) Has a matter before the agency to which he or she is working or a subordinate
is known by him or her to be working.

Within the meaning of this section, the term “employment” includes professional services
and other services rendered by the public official or public employee, whether rendered
as employee or as an independent contractor; “seek employment” includes responding to
unsolicited offers of employment as well as any direct or indirect contact with a potential
employer relating to the availability or conditions of employment in furtherance of
obtaining employment; and “subordinate’” includes only those agency personnel over
whom the public servant has supervisory responsibility.

A full-time public officia or full-time public employee who would be adversely affected
by the provisions of this subsection may apply to the ethics commission for an exemption
from the prohibition contained in subsection 1. The ethics commission shal by
legidative rule establish general guidelines or standards for granting an exemption, but
shall decide each application on a case-by-case basis.

A full-time public officia or full-time public employee may not take personal regulatory
action on a matter affecting a person by whom he or she is employed or with whom he or
she is seeking employment or has an agreement concerning future employment.

A full-time public official or full-time public employee may not receive private
compensation for providing information or services that he or she is required to provide
in carrying out his or her public job responsibilities.
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I. Members of the Legislature required to vote.

Members of the Legidature who have asked to be excused from voting or who have make
inquiry as to whether they should by excused from voting on a particular matter and who are
required by the presiding officer of the House of Delegates ar Senate of West Virginia to
vote under the rules of the particular house shall not be guilty of any violation of ethics under
the provisions of this section for a vote so cast.

J. Limitationson participation in licensing and rate-making proceedings.

No public official or employee may participate within the scope of his or her duties as a
public official or employee, except through ministerial functions as defined in section three,
article one of this chapter, in any license or rate-making proceeding that directly affects the
license or rates of any person, partnership, trust, business trust, corporation or association in
which the public official or employee or his or her immediate family owns or controls more
than ten percent. No public official or public employee may participate within the scope of
his or her duties as a public officia or public employee, except through the ministerial

functions as defined in section three, article one of this chapter, in any license or rate- making
proceeding that directly affects the license or rates of any one person to whom the public
official or public employee or his or her immediate family, or a partnership, trust, business
trust corporation or association of which the public official or employee, or his or her

immediate family, owns or controls more than ten percent, has sold goods or services totaling
more than one thousand dollars during the preceding year, unless the public official or public
employee has filed a written statement acknowledging such sale with the public agency and
the statement is entered in any public record of the agency’s proceedings. This subsection
shall not be construed to require the disclosure of clients of attorneys or of patients of clients
of persons licensed pursuant to article three, eight, fourteen, fourteena, fifteen, sixteen,

twenty, twenty-one or thirty-one, chapter thirty of this code.

K. Certain expenses prohibited.

No public official or public employee shall knowingly request or accept from any
governmental entity compensation or reimbursement for any expenses actually paid by a
lobbyist and required by the provisions of this chapter to be reported, or actually paid by any
other person.

L. Any person who is employed as a member of the faculty or staff of a public institution of
higher education and who is engaged in teaching, research, consulting or publication
activities in his or her field of expertise with public or private entities and thereby derives
private benefits from such activities shall be exempt from the prohibitions ontained in
subsections (B), (C) and (D) of this section when the activity is approved as a part of an
employment contract with the governing board of such institution or has been approved by
the employees department supervisor or the president of the institution by which the faculty
or staff member is employed.

West Virginia Code of Conduct Legislative Citations



West Virginia Investment Management Board
Investment Policy Statement

M. Except as provided in this section, a person who is a public official or public employee may
not solicit private business from a subordinate public official or public employee whom he or
she has the authority to direct, supervise or control. A person who is a public official or
public employee may solicit private business from a subordinate public official or public
employee who he or she has the authority to direct, supervise or control when:

(A) The solicitation is a general solicitation directed to the public at large through the
mailing or other means of distribution of a letter, pamphlet, handbill, circular or
other written or printed media; or

(B) The solicitation is limited to the posting of a notice in acommunal work area; or

(C) The solicitation is for the sale of property of a kind that the person is not regularly
engaged in selling; or

(D) The solicitation is made at the location of a private business owned or operated by the

person to which the subordinate public official or public employee has come on his
or her own initiative.

The commission by legidlative rule promulgated in accordance with chapter twenty-nine-A of
this code may define further exemptions from this section as necessary or appropriate.
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ARTICLE 11A.
LEGISLATIVE APPROPRIATION OF TOBACCO
SETTLEMENT FUNDS

§4-11A-1. Legidativefindingsand purpose.

(a) On the twenty-third day of November, one thousand nine hundred ninety-eight, tobacco
product manufacturers entered into a settlement agreement with the state. This "master
settlement agreement” rel eases those manufacturers from past, present and specific future clams
against them in return for payment of annual sums of money to the state, obligates the
manufacturers to change their advertising and marketing practices and requires the establishment
by the manufacturers of a national foundation for the interests of public health.

(b) The revenues received pursuant to the master settlement agreement are directly related to
the past, present and future costs incurred by the state for the treatment of tobacco-related
illnesses. The purpose of this article is to preserve the revenues received from the settlement.

(c) The receipt of funds in accordance with the master settlement agreement shall be deposited
only in accordance with the provisions of this article.

(d) West Virginia receives approximately seventy million dollars in revenue each year under
the terms of the master settlement agreement with the tobacco manufacturers. This revenue is
used to fund programs of vital importance to the people of West Virginia, and the Legidature
findsthat it isin the best interest of the people of this state to protect these revenues.

84-11A-2. Receipt of settlement funds and required deposit in West Virginia
tobacco settlement medical trust fund.

(a) The Legidature finds and declares that certain dedicated revenues should be preserved in
trust for the purpose of stabilizing the states health related programs and delivery systems. It
further finds and declares that these dedicated revenues should also be preserved in trust for the
purpose of educating the public about the health risks associated with tobacco usage and for the
establishment of a program designed to reduce and stop the use of tobacco by the citizens of this
state and in particular by teenagers.

(b) There is hereby created a special account in the state treasury, designated the "West
Virginia Tobacco Settlement Medical Trust Fund”, which shall be an interest-bearing account
and may be invested in the manner permitted by section nine, article six, chapter twelve of this
code, with the interest income a proper credit to the fund. Unless contrary to federal law, fifty
percent of all revenues received pursuant to the master settlement agreement shall be deposited
in this fund. Funds paid into the account may aso be derived from the following sources.

(2) All interest or return on investment accruing to the fund;

(2) Any gifts, grants, bequests, transfers or donations which may be received from any
governmental entity or unit or any person, firm, foundation or corporation; and

(3) Any appropriations by the Legidature, which may be made for this purpose.

(c) The moneys from the principa in the trust fund may not be expended for any purpose.
The monevs in the trust fund resultina from interest earned on the monevs in the fund and the



return on investments of the moneys in the fund shall be available only upon appropriation by the
Legidature as part of the state budget and expended in accordance with the provisions of section
three of this article.

84-11A-3. Receipt of settlement funds and required deposit in the
West Virginia tobacco settlement fund.

(& There is hereby created in the gdate treasury a special revenue account, designated the
"Tobacco Settlement Fund”, which shall be an interest bearing account and may be invested in
the manner permitted by the provisions of article six, chapter twelve of this code, with the
interest income a proper credit to the fund. Unless contrary to federal law, fifty percent of al
revenues received pursuant to the master settlement agreement shall be deposited in this fund.
These funds shall be available only upon appropriation by the Legisature as part of the state
budget: Provided, That for the fiscal year two thousand, the first five million dollars received
into the fund shall be transferred to the public employees insurance reserve fund created in
article two, chapter five-a of this code.

(b) Appropriations from the tobacco settlement fund are limited to expenditures for the
following purposes:

(1) Reserve funds for continued support of the programs offered by the public employees
insurance agency established in article sixteen, chapter five of this code;

(2) Funding for expansion of the federal-state Medicaid program as authorized by the
Legidature or mandated by the federal government;

(3) Funding for public health programs, services and agencies; and

(4) Funding for any state owned or operated health facilities.

(c) Notwithstanding the provisions of section two, article two, chapter twelve of this code,
moneys within the tobacco settlement trust fund may not be redesignated for any purpose other
than those set forth in this section.

§4-11A-4. Limitation on appeal bond.

The bond that any appellant who is a signatory or a successor to a signatory of the master
settlement agreement may be required to post to stay execution on a judgment during an appeal
in any cause of action shall be set in accordance with the provisions of section fourteen, article
five, chapter fifty-eight of this code and the West Virginia rules of civil procedure: Provided,
That an appeal bond may not exceed one hundred million dollars for compensatory damages and
al other portions of a judgment other than punitive damages and one hundred million dollars for
punitive damages unless the appellee proves by a preponderance of the evidence that the
appellant or appellants are purposefully dissipating or diverting assets outside of the ordinary
course of its business to the effect that the ability to pay the ultimate judgment is impaired. For
purposes of this section, multiple judgments resulting from cases that have been consolidated or
aggregated for purposes of trial proceedings shall be treated as a single judgment.



§4-11A-5. Applicability.

The provisions of section four of this article apply to all actions pending in the courts of this
state on the effective date of this section and to any action filed in this state on or after the
effective date:  Provided, That the provisions of section four of this article providing for the
maximum amount of an appeal bond shall not apply in any action brought by any signatory to
the master settlement agreement seeking to enforce compliance with the terms of the master
settlement agreement or for a breach of the master settlement agreement.



ARTICLE 6.
WEST VIRGINIA INVESTMENT MANAGEMENT BOARD

812-6-1. Purposes and objects; how article cited.

This article, which may be cited as the "West Virginia Investment Management Act", is enacted to
modernize the procedures for the investment of funds of the state and its political subdivisions for the
purpose of increasing the investment return of those funds.

§12-6-1a. Legislativefindings.

(@) The Legidlature hereby finds and declares that all the public employees covered by the public
employees retirement system, the teachers retirement system, the West Virginia state police
retirement system, the death, disability and retirement fund of the division of public safety, the
judges' retirement system and the deputy sheriff’s retirement system should benefit from a prudent
and conscientious staff of financial professionals dedicated to the administration, investment and
management of those employees and employers financial contributions and that an independent
board and staff should be immune to changing political climates and should provide a stable and
continuous source of professional financial investment and management.

(b) The Legidlature finds and declares that teachers and other public employees throughout the
state are experiencing economic difficulty and that in order to reduce this economic hardship on these
dedicated public employees and to help foster sound financial practices, the West Virginia investment
management board is given the authority to develop, implement and maintain an efficient and modern
system for the investment and management of the state's money. The Legislature further finds that in
order to implement these sound fiscal policies, the West Virginiainvestment management board shall
operate as an independent board with its own full-time staff of financial professionals, immune to
changing political climates, in order to provide a stable and continuous source of professional
financial management.

(c) The Legislature hereby finds and declares further that experience has demonstrated that prudent
investment provides diversification and beneficial return not only for public employees but for all
citizens of the state and that in order to have access to this sound fiscal policy, public employee and
employer contributions to the 401(a) plans are declared to be made to an irrevocable trust on behalf
of each plan, available for no use or purpose other than for the benefit of those public employees.

(d) The Legidlature hereby finds and declares further that the workers' compensation funds and
coal-workers' pneumoconiosis fund are trust funds to be used exclusively for those workers, miners
and their beneficiaries who have sacrificed their health in the performance of their jobs and further
finds that the assets available to pay awarded benefits should be prudently invested so that awards
may be paid.

(e) The Legislature hereby finds and declares further that an independent public body corporate
with appropriate governance shall be the best means of assuring prudent financial management of
these funds under rapidly changing market conditions and regulations.

(f) The Legidature hereby finds and declares further that in accomplishing this purpose, the West
Virginia investment management board, created and established by this article, is acting in all
respects for the benefit of the state's public employees and ultimately the citizens of the state and the



West Virginia investment management board is empowered by this article to act as trustee of the
irrevocable trusts created by this article and to manage and invest other state funds.

(g) The Legislature hereby finds and declares further that the standard of care and prudence
applied to trustees, the conduct of the affairs of the irrevocable trusts created by this article and the
investment of other state funds is intended to be that applied to the investment of funds as described
in the "uniform prudent investor act" codified as article six-c, chapter forty-four of this code and as
described in section eleven of this article.

(h) The Legidature further finds and declares that the West Virginia supreme court of appeals
declared the "West Virginia Trust Fund Act" unconstitutional in its decision rendered on the twenty-
eighth day of March, one thousand nine hundred ninety-seven, to the extent that it authorized
investments in corporate stock, but the court also recognized that there were other permissible
constitutional purposes of the "West Virginia Trust Fund Act" and that it is the role of the Legislature
to determine those purposes consistent with the court's decision and the constitution of West Virginia.

(i) The Legislature hereby further finds and declares that it is in the best interests of the state and
its citizens to create a new investment management board in order to: (1) Bein full compliance with
the provisions of the constitution of West Virginia; and (2) protect all existing legal and equitable
rights of persons who have entered into contractual relationships with the West Virginia board of
investments and the West Virginiatrust fund.

§12-6-2. Definitions.

Asused in this article, unless a different meaning clearly appears from the context:

(1) "Beneficiaries" means those individuals entitled to benefits from the participant plans;

(2) "Board" means the governing body for the West Virginia investment management board and
any reference elsewhere in this code to board of investments or West Virginia trust fund means the
board as defined in this subdivision;

(3) "Consolidated fund" means the investment fund managed by the board and established
pursuant to subsection (@), section eight of this article;

(4) “401(a) plan” means a plan which is described in section 401(a) of the Interna Revenue Code
of 1986, as amended, and with respect to which the board has been designated to hold assets of the
plan in trust pursuant to the provisions of section nine-a of this article;

(5) "Local government funds' means the moneys of a political subdivision, including policemen's
pension and relief funds, firemen's pension and relief funds and volunteer fire departments,
transferred to the board for deposit;

(6) "Participant plan” means any plan or fund subject now or hereafter to subsection (a), section
nine-a, article six of this chapter;

(7) "Political subdivision" means and includes a county, municipality or any agency, authority,
board, county board of education, commission or instrumentality of a county or municipality and
regional councils created pursuant to the provisions of section five, article twenty-five, chapter eight
of this code;

(8) "Trustee" means any member serving on the West Virginia investment management board:

Provided, That in section nine-a of this article in which the terms of the trusts are set forth, "trustee”
means the West Virginiainvestment management board;

(9) "Securities" means all bonds, notes, debentures or other evidences of indebtedness and other
lawful investment instruments; and



(10) "State funds' means all moneys of the state which may be lawfully invested except the
"school fund" established by section four, article X1 of the state constitution.

812-6-3.West Virginiainvestment management board continued; body cor por ate;
trust fund board; trustees, nomination and appointment of trustees,
gualifications and terms of appointment, advice and consent; annual and
meetings; designation of representatives and committees; board
meetings with committees regar ding investment policy statement requir ed;
open meetings, qualifications.

(a) Thereis hereby continued the West Virginia investment management board. The board is created
as a public body corporate and established to provide prudent fisca administration, investment and
management for the funds of the participant plans and any other funds managed by the board.

(b) The board shall be governed by a board of trustees, consisting of thirteen members:

(1) Nominations made to the West Virginia trust fund board and the West Virginia board of
investments shall remain in effect and are hereby specifically reauthorized and those members shall be
members of the investment management board and shall serve out the remainder of their respective
terms subject to the advice and consent of the Senate: Provided, That prior appointments which have
been confirmed by the Senate are hereby specifically reauthorized without further action of the Senate.

(2) Any appointment is effective immediately upon appointment by the governor with respect to
voting, constituting a quorum, receiving compensation and expenses and all other rights and privileges
of the trustee position. All appointees shall have experience in pension management, institutional
management or financial markets and one trustee shall be an attorney experienced in finance and
investment matters and one trustee shall be a certified public accountant.

(3) The governor, the state auditor and the state treasurer or their designees shall serve as members of
the board. They shall serve by virtue of their office and are not entitled to compensation under the
provisions of this article. The governor, the auditor and the treasurer or their designees are subject to all
duties, responsibilities and requirements of the provisions of this article, including, but not limited to,
the provisions of subsections (€) and (f), section four of this article.

(c) At the end of each trustee's term, the governor may reappoint or appoint a successor who shall
serve for a term ending on the thirty-first day of January in the sixth year following the year of his or
her appointment: Provided, That for all terms ending in the year two thousand one, two appointments
shall be for two-year terms; two appointments shall be for three-year terms; one shall be for a four-year
term; and two shall be for six-year terms. Except for vacancy appointments made pursuant to
subsection (d) of this section, all subsequent appointments shall be for terms ending on the thirty-first
day of January in the sixth year following the year of appointment. No more than six of the ten
appointed trustees may belong to the same political party.

(d) In the event of avacancy among the trustees, an appointment shall be made by the governor to fill
the unexpired term.

(e) The governor may remove any trustee, other than trustees who serve by virtue of their elective
office, in case of gross negligence or misfeasance and may declare that position vacant and may appoint
aperson for the vacancy as provided in subsection (d) of this section.

(f) Each trustee, other than those enumerated in subsection (b), subdivision (3) of this section, is
entitled to receive and, at the trustee's option, the board shall pay to the trustee compensation in the
amount of five thousand dollars per year and additional compensation in the amount of five hundred



dollars per meeting attended by the trustee in excess of the four quarterly meetings required by this
section. In addition, all trustees shall receive reasonable and necessary expenses actually incurred in
discharging trustee duties pursuant to this article.

(9) The board shall meet quarterly and may include in its bylaws procedures for the calling and
holding of additional meetings. For any quarterly or additional meeting in which the board shall review
or modify its securities list or its investment objectives pursuant to subsection (f), section twelve of this
article, the board shall give ten days notice in writing to the designated representative of each
participant plan selected pursuant to subdivision (1), subsection (i) of this section and the meeting shall
be open to the members and beneficiaries of the participant plans for that portion of the meeting in
which the board undertakes the review or modification.

(h) The board shall hold an annual meeting before the start of the fiscal year. The annual meeting
may also serve as a quarterly meeting. The annual meeting shall be open to the public and the board
shall receive oral and written comments from representatives, members and beneficiaries of the
participant plans and from other citizens of the state. At the annual meeting, the board shall adopt a fee
schedule and a budget reflecting fee structures for the year.

(i) Pursuant to subsection (j) of this section, the board shall meet with committees representing the
participant plans to discuss the board's drafting, reviewing or modifying the written investment policy
of the trust with respect to that committee's participant plan pursuant to section twelve of this article.
Representatives and committees shall be designated as follows:

(1) The West Virginia consolidated public retirement board shall promulgate procedura rules by
which each 401(a) plan for which the board is trustee, shall designate an individual representative of
each 401(a) plan and the West Virginiaworkers compensation commission shall promulgate procedural
rules by which the pneumoconiosis fund and the workers compensation fund shall designate an
individual representative of each fund.

(2) On or before the first day of June of each year, the consolidated public retirement board shall
submit in writing to the board the names of the six designated representatives of the 401(a) plans and
the workers' compensation commission shall submit the names of the two representatives.

(3) Each designated representative shall provide to the board his or her current address, updated each
year on or before the first day of July, to which address the board shall provide notice of meetings of the
board pursuant to subsection (g) of this section.

(4) Each designated representative shall submit in writing to the board on or before the first day of
July of each year the names of no more than three persons comprising a committee representing the
beneficiaries of that representative's participant plan.

()) At its annual meeting, the board shall meet with each of the seven committees, formed pursuant to
subdivision (1), subsection (i) of this section, for the purpose of receiving input from the committees
regarding the board's drafting, reviewing or modifying its written investment policy statement for
investment of the funds of the participant plans. In developing the investment policy statement, the
trustees shall receive each committee's stated objectives and policies regarding the risk tolerances and
return expectations of each participant plan, with attention to the factors enumerated in section twelve
of this article, in order to provide for the continuing financial security of the trusts and the participant
plans. The board may meet with the committees or any of them at its quarterly and additional meetings
for the same purpose.

(K) All meetings of the board shall be open to the representatives of the participant plans as appointed
pursuant to subdivision (1), subsection (i) of this section. The representatives are subject to any rules,
bylaws, guidelines, requirements and standards promulgated by the board. The representatives shall
observe standards of decorum established by the board. The representatives are subject to the same



code of conduct applicable to the trustees and are subject to all board rules and bylaws. The
representatives are also subject to any requirements of confidentiality applicable to the trustees. Each
representative is liable for any act which he or she undertakes which violates any rule, bylaw or statute
governing ethical standards, confidentiality or other standard of conduct imposed upon the trustees or
the representatives. Any meeting of the board may be closed, upon adoption of a motion by any trustee,
when necessary to preserve the attorney-client privilege, to protect the privacy interests of individuals,
to review personnel matters or to maintain confidentiality when confidentiality is in the best interest of
the beneficiaries of the trusts.

812-6-4. Management and control of fund; officers; staff; fiduciary or surety
bondsfor trustees; liability of trustees.

() The management and control of the board shall be vested solely in the trustees in accordance
with the provisions of this article.

(b) The governor shall be the chairman of the board and the trustees shall elect a vice chairman
who may not be a constitutional officer or his or her designee to serve for a term of two years.
Effective with any vacancy in the vice chairmanship, the board shall elect a vice chairman to a new
two-year term. The vice chairman shall preside at all meetings in the absence of the chairman.
Annually, the trustees shall elect a secretary, who need not be a member of the board, to keep a
record of the proceedings of the board.

(c) The trustees shall appoint a chief executive officer of the board and shall fix his or her duties
and compensation. The chief executive officer shall have five years experience in investment
management with public or private funds within the ten years next preceding the date of appointment.
The chief executive officer additionally shall have academic degrees, professional designations and
other investment management or investment oversight or institutional investment experience in a
combination the trustees consider necessary to carry out the responsibilities of the chief executive
officer position as defined by the trustees.

(d) The trustees shall retain an internal auditor to report directly to the trustees and shall fix his or
her compensation. The internal auditor shall be a certified public accountant with at least three years
experience as an auditor. The internal auditor shal develop an internal audit plan, with board
approval, for the testing of procedures and the security of transactions.

(e) Each trustee shall give a separate fiduciary or surety bond from a surety company qualified to
do business within this state in a penalty amount of one million dollars for the faithful performance of
his or her duties as atrustee. The board shall purchase a blanket bond for the faithful performance of
its duties in the amount of fifty million dollars or in an amount equivalent to one percent of the assets
under management, whichever is greater. The amount of the blanket bond is in addition to the one
million dollar individual bond required of each trustee by the provisions of this section. The board
may require a fiduciary or surety bond from a surety company qualified to do business in this state
for any person who has charge of, or access to, any securities, funds or other moneys held by the
board and the amount of the fiduciary or surety bond shall be fixed by the board. The premiums
payable on all fiduciary or surety bonds shall be an expense of the board.

() The trustees and employees of the board are not liable personally, either jointly or severaly, for
any debt or obligation created by the board: Provided, That the trustees and employees of the board
areliable for acts of misfeasance or gross negligence.

(9) The board is exempt from the provisions of sections seven and eleven, article three, chapter
twelve of this code and article three, chapter five-a of said



code: Provided, That the trustees and employees of the board are subject to purchasing policies and
procedures which shall be promulgated by the board. The purchasing policies and procedures may be
promulgated as emergency rules pursuant to section fifteen, article three, chapter twenty-nine-a of
this code.

(h) Any employee of the West Virginia trust fund who previously was an employee of another
state agency may return to the public employees retirement system pursuant to section eighteen,
article ten, chapter five of this code and may elect to either: (1) Transfer to the public employees
retirement system his or her employee contributions, with accrued interest and, if vested, his or her
employer contributions, with accrued interest and retain as credited state service all time served as an
employee of the West Virginia trust fund; or (2) retain all employee contributions with accrued
interest and, if vested, his or her employer contributions with interest and forfeit all service credit for
the time served as an employee of the West Virginiatrust fund.

812-6-5. Power s of the board.

The board may exercise all powers necessary or appropriate to carry out and effectuate its
corporate purposes. The board may:

(1) Adopt and use acommon seal and alter it at pleasure;

(2) Sue and be sued;

(3) Enter into contracts and execute and deliver instruments;

(4) Acquire (by purchase, gift or otherwise), hold, use and dispose of real and persona property,
deeds, mortgages and other instruments;

(5) Promulgate and enforce bylaws and rules for the management and conduct of its affairs;

(6) Notwithstanding any other provision of law, retain and employ legal, accounting, financial and
investment advisors and consultants,

(7) Acquire (by purchase, gift or otherwise), hold, exchange, pledge, lend and sell or otherwise
dispose of securities and invest funds in interest earning deposits and in any other lawful investments;

(8 Maintain accounts with banks, securities dealers and financial institutions both within and
outside this state;

(9) Engage in financial transactions whereby securities are purchased by the board under an
agreement providing for the resale of the securitiesto the original seller at a stated price;

(10) Engage in financia transactions whereby securities held by the board are sold under an
agreement providing for the repurchase of the securities by the board at a stated price;

(11) Consolidate and manage moneys, securities and other assets of the other funds and accounts
of the state and the moneys of political subdivisions which may be made available to it under the
provisions of this article;

(12) Enter into agreements with political subdivisions of the state whereby moneys of the political
subdivisions are invested on their behalf by the board;

(13) Charge and collect administrative fees from political subdivisionsfor its services,

(14) Exercise all powers generally granted to and exercised by the holders of investment securities
with respect to management of the investment securities;

(15) Contract with one or more banking institutions in or outside the state for the custody,
safekeeping and management of securities held by the board;

(16) Make and, from time to time, amend and repeal bylaws, regulations and procedures not
inconsistent with the provisions of this article;

(17) Hire its own employees, consultants, managers and advisors as it considers necessary and fix



their compensation and prescribe their duties;

(18) Develop, implement and maintain its own banking accounts and investments;

(19) Do al things necessary to implement and operate the board and carry out the intent of this
article;

(20) Require the state auditor and treasurer to transmit state funds on a daily basis for investment:
Provided, That money held for meeting the daily obligations of state government need not be
transferred;

(21) Upon request of the treasurer, transmit funds for deposit in the state treasury to meet the daily
obligations of state government;

(22) Establish one or more investment funds for the purpose of investing the funds for which it is
trustee, custodian or otherwise authorized to invest pursuant to this article. Interests in each fund
shall be designated as units and the board shall adopt industry standard accounting procedures to
determine each fund’s unit value. The securities in each investment fund are the property of the
board and each fund shall be considered an investment pool or fund and may not be considered a trust
nor may the securities of the various investment funds be considered held in trust. However, unitsin
an investment fund established by or sold by the board and the proceeds from the sale or redemption
of any unit may be held by the board in itsrole as trustee of the participant plans; and

(23) Notwithstanding any other provison of the code to the contrary, conduct investment
transactions, including purchases, saes, redemptions and income collections, which shall not be
treated by the auditor as recordable transactions on the state's accounting system.

812-6-5a. L egidlative findingsand limitation on certain board actions.

(a) The Legidature hereby finds and declares that, during the period beginning the first day of
August, one thousand nine hundred eighty-four, and ending on the thirty-first day of January, one
thousand nine hundred eighty-nine, certain overapportionments or overpayments of interest earnings
were made by the board of investments to local government participants in the consolidated
investment fund local government account.

The Legidature also finds and declares that said participants were not at fault for any losses
incurred by the consolidated fund during the aforesaid period, and that the participants were justified
in accepting and using the overapportionments or overpayments of interest earnings credited to their
accounts.

The Legidlature further finds and declares that attempts by the board of investments, the state or
any other state officer or agency to recover the overapportionments or overpayments would harm the
public good and create economic hardship for local governments, and, therefore, said
overapportionments or overpayments ought not to be subject to recovery by the board or any other
state officer or agency.

(b) Neither the state, the board of investments nor any other state officer or agency may expend
any funds or permit any personnel to seek, or attempt to recover, from participants in the consolidated
fund local government account any moneys received by such participants solely as a result of
erroneous alocation of interest earnings to the participants account during the period of time
beginning the first day of August, one thousand nine hundred eighty-four, and ending on the thirty-
first day of January, one thousand nine hundred eighty-nine, unless authorized to do so by enactment
of a separate and specific statute.

(c) This section shall not apply to any attempt by the board, the state or any other state officer or
agency to recover moneys due for any other reason.



812-6-6. Annual audits; reportsand information to constitutional and legislative
officers, council of finance and administration, consolidated public
retirement board, workers compensation fund and
wor kers pneumoconiosis fund; statements and reports open for inspection.

(a) The board shall cause an annual financial and compliance audit of the assets managed by the
board to be made by a certified public accounting firm which has a minimum staff of ten certified
public accountants and which is a member of the American institute of certified public accountants
and, if doing business in West Virginia, a member of the West Virginia society of certified public
accountants. The financial and compliance audit shall be made of the board's books, accounts and
records with respect to its receipts, disbursements, investments, contracts and al other matters
relating to its financial operations. Copies of the audit report shall be furnished to the governor, state
treasurer, state auditor, president of the Senate, speaker of the House of Delegates, council of finance
and administration and consolidated public retirement board.

(b) The board shall produce monthly financia statements for the assets managed by the board and
cause them to be delivered to each member of the board and the executive secretary of the
consolidated public retirement board as established in sections one and two, article ten-d, chapter five
of this code and to the commissioner of the bureau of employment programs as administrator of the
workers compensation fund and coal-workers' pneumoconiosis fund as established in section one,
article one, chapter twenty-three of this code and section one, article three of said chapter and section
seven, article four-b of said chapter.

(c) The board shall deliver in each quarter to the council of finance and administration and the
consolidated public retirement board a report detailing the investment performance of the 401(a)
plans.

(d) The board shall cause an annual audit of the reported returns of the assets managed by the
board to be made by an investment consulting or a certified public accounting firm meeting the
criteria set out in subsection (@) of this section. The board shall furnish copies of the audit report to
the governor, state treasurer, state auditor, president of the Senate, speaker of the House of Delegates,
council of finance and administration and consolidated public retirement board.

(e) The board shall provide any other information requested in writing by the council of finance
and administration.

(f) All statements and reports with respect to participant plans required in this section shall be
available for inspection by the members and beneficiaries and designated representatives of the
participant plans.

§12-6-7. Legal status of agencies and boards continued.

Except as otherwise provided in this article, every state agency or board shall continue to have all
of the powers and shall exercise all of the functions and duties vested in or imposed upon it by law, as
to any fund, and shall continue to be constituted as provided by existing law.



812-6-8. I nvestment funds established; management ther eof.

(@) There is hereby continued a special investment fund to be managed by the board and
designated as the "consolidated fund”.

(b) Each board, commission, department, official or agency charged with the administration of
state funds may make moneys available to the board for investment.

(c) Each political subdivision of this state through its treasurer or equivalent financial officer may
enter into agreements with the board for the investment of moneys of the political subdivision. Any
political subdivision may enter into an agreement with any state agency from which it receives funds
to alow the funds to be transferred to their investment account with the investment management
board.

(d) Moneys held in the various funds and accounts administered by the board shall be invested as
permitted by this article and subject to the restrictions contained in this article. For the consolidated
fund, the treasurer shall maintain records of the deposits and withdrawals of each participant and the
performance of the various funds and accounts. The board shall report the earnings on the various
funds under management to the treasurer at the times determined by the treasurer. The board shall
also establish rules for the administration of the various funds and accounts established by this
section as it considers necessary for the administration of the funds and accounts, including, but not
limited to: (1) The specification of amounts which may be deposited in any fund or account and
minimum periods of time for which deposits will be retained; and (2) creation of reserves for losses:

Provided, That in the event any moneys made available to the board may not lawfully be combined

for investment or deposited in the consolidated funds established by this section, the board may
create special accounts and may administer and invest those moneys in accordance with the
restrictions specially applicable to those moneys.

§12-6-9. Feesfor service.

The board may charge fees, which may be subtracted from the total return, for the reasonable and
necessary expenses incurred by the investment management board in rendering services. All fees
which are dedicated or identified or readily identifiable to an entity, plan or fund shall be charged to
that entity, plan or fund and all other fees shall be charged as a percentage of assets under
management. At its annual meeting, the board shall adopt a fee schedule and a budget reflecting fee
structures.

§12-6-9a. Trust indenture.

The provisions of the trust indenture entered into by the governor on the first day of July, one
thousand nine hundred ninety-six, with the West Virginia trust fund, inc., acting as the trustee, are
superseded by the following provisions:

() The board shall continue to hold each of the participant plans specified by this article in a
separate irrevocable trust as trustee pursuant to the terms and provisions set forth in this section and
with the earnings and losses accounted for and charged individually to each participant plan and trust:
Provided: That the board shall be authorized to invest the assets held in each participant plan in any
investment fund even though the board may also invest non-401(a) moneys in the investment fund.
Participant plans, each declared by this section to be held in a separate irrevocable trust, include, but



are not limited to, the following and any other plans that may be added to this section or otherwise
designated by the Legislature from time to time:

(1) The public employees’ retirement system;

(2) Theteachers' retirement system,

(3) The West Virginia state police retirement system;

(4) The death, disability and retirement fund of the division of public safety;

(5) Thejudges' retirement system;

(6) The deputy sheriffs' retirement system;

(7) The pneumoconiosis fund;

(8) Theworkers' compensation fund; and

(9) The wildlife endowment fund.

(b) The Legidlature hereby reserves the following rights and powers:

(1) The right by supplemental agreement to amend, modify or alter the terms of the trusts
established by this section without consent of the trustee, or any beneficiary, except that no
amendment to a trust which holds any 401(a) plan moneys may be made which alows at any time for
any part of the corpus or income (other than the part that is required to pay taxes and administration
expenses) to be used for, or diverted to, purposes other than for the exclusive benefit of the
employees or their beneficiaries in accordance with the requirements of section 401(a)(2) of the
Internal Revenue Code, as it may be amended from time to time; and

(2) Theright to request and receive additional information from the trustee at any time.

(c) Inthe administration of the trusts created by this article, the trustee has the following powers:

(1) To purchase, retain, hold, transfer and exchange and to sell, at public or private sale, the whole
or any part of the trust estate upon such terms and conditions as it considers advisable;

(2) To invest and reinvest the trust estate or any part of the trust estate, in any kind of property, real
or personal, including, but not limited to, mortgage or mortgage participations, common stocks,
preferred stocks, common trust funds, investment funds established by the board, bonds, notes or
other securities, notwithstanding the provisions of articles five and six, chapter forty-four of this
code;

(3) To carry the securities and other property held in trust either in the name of the trustee or in the
name of its nominee;

(4) To vote, in person or by proxy, al securities held in trust, to join in or to dissent from and
oppose the reorganization, recapitalization, consolidation, merger, liquidation or sale of corporations
or property; to exchange securities for other securities issued in connection with or resulting from any
transaction; to pay any assessment or expense which the trustee considers advisable for the protection
of itsinterest as holder of the securities; to deposit securitiesin any voting trust or with any protective
or like committee or with a trustee depository; to exercise any option appurtenant to any securities for
the conversion of any securities into other securities; and to exercise or sell any rights issued upon or
with respect to the securities of any corporation, all upon terms the trustee considers advisable;

(5) To prosecute, defend, compromise, arbitrate or otherwise adjust or settle claims in favor of or
against the trustee or other trust estate;

(6) To employ and pay from the trusts lega and investment counsel, brokers and any other
assistants and agents the trustee considers advisable; and

(7) To develop, implement and modify an asset allocation plan for each participant plan. The asset
allocation plans shall be implemented within the management and investment of the individual trusts.

(d) All trust income shall be free from anticipation, alienation, assignment or pledge by, and free
from attachment, execution, appropriation or control by or on behalf of, any and all creditors of any



beneficiary by any proceeding at law, in equity, in bankruptcy or insolvency.

(e) Notwithstanding any other provision of this article, in the case of a trust which holds any
401(a) plan’s money, it is impermissible at any time for any part of the corpus or income to be
(within the taxable year or thereafter) used for, or diverted to, purposes other than the exclusive
benefit of the employees and their beneficiaries in accordance with the requirements of section
401(a)(2) of the Internal Revenue Code, as it may be amended from time to time.

(f) The trustee may receive any other property, real or personal, tangible or intangible, of any kind
whatsoever, that may be granted, conveyed, assigned, transferred, devised, bequeathed or made
payable to the applicable trust and all the properties shall be held, managed, invested and
administered by the trustee as provided in this article.

(9) The trustee shall promptly cause to be paid to the state from the applicable trust the amounts
certified by the governor as necessary for the monthly payment of benefits to the beneficiaries of the
trust.

(h) The trustee shal render an annual accounting to the governor not more than one hundred
twenty days following the close of the fiscal year of each trust.

(i) No trust shall be invalid by reason of any existing law or rule against perpetuities or against
accumulations or against restraints upon the power of alienation, but each trust shall continue for the
time necessary to accomplish the purposes for which it is established.

§12-6-9Db.

Repeal ed.
Acts, 1996 Reg. Sess., Ch. 258.

812-6-9c. Authorization of additional investments.

Notwithstanding the restrictions which may otherwise be provided by law with respect to the

investment of funds, the board, all administrators, custodians or trustees of pension funds, each
political subdivision of this state and each county board of education is authorized to invest fundsin
the securities of or any other interest in any investment company or investment trust registered under
the Investment Company Act of 1940, 15 U.S.C.
8803, the portfolio of which islimited: (i) To obligations issued by or guaranteed as to the payment
of both principal and interest by the United States of America or its agencies or instrumentalities; and
(i) to repurchase agreements fully collateralized by obligations of the United States government or
its agencies or instrumentalities: Provided, That the investment company or investment trust takes
delivery of the collateral either directly or through an authorized custodian: Provided, however, That
the investment company or investment trust is rated within one of the top two rating categories of any
nationally recognized rating service such as Moody's or Standard & Poor's.

§12-6-9d.
Repeal ed.
Acts, 1996 Reg. Sess., Ch. 258.



812-6-%e. Legidativefindings; loansfor industrial development; availability of
fundsand interest rates.

(a) The Legidature hereby finds and declares that the citizens of the state benefit from the creation
of jobs and businesses within the state; that a business and industrial development loan program
provides for economic growth and stimulation within the state; that loans from pools established in
the consolidated fund will assist in providing the needed capital to assist business and industrial
development; and that time constraints relating to business and industrial development projects
prohibit duplicative review by both the board and the West Virginia economic development authority
board. The Legidature further finds and declares that an investment in the West Virginia Enterprise
Capital Fund, LLC, of moneys in the consolidated fund as hereinafter provided will assist in creating
jobs and businesses within the state and providing the needed risk capital to assist business and
industrial development. This section is enacted in view of these findings.

(b) The board shall make available, subject to cash availability, in the form of arevolving loan, up
to one hundred fifty million dollars from the consolidated fund to loan the West Virginia economic
development authority for business or industrial development projects authorized by section seven,
article fifteen, chapter thirty-one of this code and to consolidate existing loans authorized to be made
to the West Virginia economic development authority pursuant to this section and pursuant to section
twenty, article fifteen, chapter thirty-one of this code which authorizes a one hundred fifty million
dollar revolving loan and article eighteen-b, chapter thirty-one of this code which authorizes a fifty
million dollar investment pool: Provided, That the West Virginia economic development authority
may not loan more than fifteen million dollars for any one business or industrial devel opment project.
The revolving loan authorized by this subsection shall be secured by one note at a variable interest
rate equal to the twelve-month average of the board’s yield on its cash liquidity pool. The rate shall
be set on the first day of July and the rate shall be adjusted annually on the same date. The maximum
annual adjustment may not exceed one percent. Monthly payments made by the West Virginia
economic development authority to the board shall be calculated on a one hundred twenty-month
amortization. The revolving loan shall be secured by a security interest that pledges and assigns the
cash proceeds of collateral from all loans under this revolving loan pool. The West Virginia
economic development authority may also pledge as collateral certain revenue streams from other
revolving loan pools which source of funds does not originate from federal sources or from the board.

The outstanding principal balance of the revolving loan from the board to the West Virginia
economic development authority may at no time exceed one hundred three percent of the aggregate
outstanding principal balance of the business and industrial loans from the West Virginia economic
development authority to economic development projects funded from this revolving loan pool. This
provision shall be certified annually by an independent audit of the West Virginia economic
development authority financia records.

(c) The interest rates and maturity dates on the loans made by the West Virginia economic
development authority for business and industrial development projects authorized by section seven,
article fifteen, chapter thirty-one of this code shall be at competitive rates and maturities as
determined by the West Virginia economic development authority board.

(d) Any and all outstanding loans made by the board, or any predecessor entity, to the West
Virginia economic development authority shall be refunded by proceeds of the revolving loan
contained in this section and no loans may be made hereafter by the board to the West Virginia
economic development authority pursuant to section twenty, article fifteen, chapter thirty-one of this
code or article eighteen-b of said chapter.



(e) The trustees of the board shall bear no fiduciary responsibility as provided in section eleven
§12-6-11 of this article with specific regard to the revolving loan contemplated in this section.

(f) Subject to cash availahility, the board shall make available to the West Virginia economic
development authority from the consolidated fund a non-recourse loan in an amount up to twenty-
five million dollars, for the purpose of the West Virginia economic development authority making a
loan or loans from time to time to the West Virginia enterprise advancement corporation, an affiliated
nonprofit corporation of the West Virginia economic development authority. The respective loans
authorized by this subsection by the board to the West Virginia economic development authority and
by the West Virginia economic development authority to the West Virginia enterprise advancement
corporation shall each be evidenced by one note and shall each bear interest at the rate of three
percent per annum. The proceeds of any and al loans made by the West Virginia economic
development authority to the West Virginia enterprise advancement corporation pursuant to this
subsection shall be invested by the West Virginia enterprise corporation in the West Virginia
enterprise capital fund, LLC, the manager of which is the West Virginia enterprise advancement
corporation. The loan to West Virginia economic development authority authorized by this
subsection shall be non-revolving, and advances thereunder shall be made at times and in amounts as
may be requested or directed by the West Virginia economic development authority, upon reasonable
notice to the board, the loan authorized by this subsection is not subject to or included in the
limitations set forth in subsection (b) of this section with respect to the fifteen million dollar
limitation for any one business or industrial development project and limitation of one hundred three
percent of outstanding loans, and may not be included in the revolving fund loan principal balance for
purposes of calculating the loan amortization in subsection (b) of this section. The loan authorized by
this subsection to the West Virginia economic development authority shall be classified by the board
as a long-term, fixed income investment, shall bear interest on the outstanding principal balance
thereof at the rate of three percent per annum payable annually on or before the thirtieth day of June
of each year, and the principal of which shall be repaid no later than the thirtieth day of June, two
thousand twenty-two, in annual installments due on or before the thirtieth day of June of each year,
which annual installments shall commence no later than the thirtieth day of June, two thousand three,
in annual principal amounts as may be agreed upon between the board and the West Virginia
economic development authority, and which annual installments need not be equal. The loan
authorized by this subsection shall be non-recourse and shall be payable by the West Virginia
economic development authority solely from amounts or returns received by the West Virginia
economic development authority in respect of the loan authorized by this subsection to the West
Virginia enterprise advancement corporation, whether in the form of interest, dividends, realized
capital gains, return of capital or otherwise, in al of which the board shall have a security interest to
secure repayment of the loan to the West Virginia economic development authority authorized by this
subsection. Any and al loans from the West Virginia economic development authority to the West
Virginia enterprise advancement corporation made pursuant to this subsection shall also bear interest
on the outstanding principal balance thereof at the rate of three percent per annum payable annually
on or before the thirtieth day of June of each year, shall be non-recourse and shall be payable by the
West Virginia enterprise advancement corporation solely from amounts of returns received by the
West Virginia enterprise advancement corporation in respect of its investment in the West Virginia
enterprise capital fund, LLC, whether in the form of interest, dividends, realized capital gains, return
of capital or otherwise, in all of which the board shall have a security interest to secure repayment of
the loan to the West Virginia economic development authority authorized by this subsection. In the
event the amounts or returns received by the West Virginia enterprise corporation in respect of its



investment in the West Virginia enterprise capital fund, LLC, are not adequate to pay when due the
principal or interest installments, or both, with respect to the loan from the West Virginia economic
development authority and, as a result thereof, the West Virginia economic development authority is
unable to pay the principal or interest installments, or both, with respect to the loan authorized by this
subsection by the board to the West Virginia economic development authority, the principal or
interest, or both, as the case may be due on the loan made to the West Virginia economic
development authority pursuant to this subsection shall be deferred, and any and all such past-due
principal and interest payments shall promptly be paid to the fullest extent possible upon receipt by
the West Virginia enterprise advancement corporation of moneys in respect of its investments in the
West Virginia enterprise capital fund, LLC. The trustees or the board shall bear no fiduciary
responsibility as provided in section eleven, article six, chapter twelve of this code with regard to the
loan authorized by this subsection.

§12-6-9f.
Repeal ed.
Acts, 1996 Reg. Sess., Ch. 258.

§12-6-9g.
Repeal ed.
Acts, 1997 Reg. Sess., Ch. 95.

812-6-9h. Securities handling.

In financial transactions whereby securities are purchased by the board under an agreement
providing for the resale of such securities to the original seller at a stated price, the board shall take
physical possession of the securities, directly, by its custodian bank or through a neutral third party:
Provided, That an agreement with a neutral third party may not waive liability for the handling of the
securities: Provided, however, That when the board is unable to take possession, directly, by its
custodian bank or through a mutual third party, the board may leave securities in a segregated
account with the original seller, provided the amount of the securities with any one seller may not
exceed one hundred fifty million dollars.

§12-6-10. Restrictions On Investments

Notwithstanding any other provision in this code, moneys on deposit in the consolidated fund
shall be invested as permitted by section twelve of this article subject to the restrictions and
conditions contained in this section:

(1) At no time shall more than seventy-five percent of the consolidated fund be invested in any
bond, note, debenture, commercial paper or other evidence of indebtedness of any private corporation
or association;

(2) At no time shall more than five percent of the consolidated fund be invested in securities
issued by a single private corporation or association; and

(3) At no time shall less than fifteen percent of the consolidated fund be invested in any direct
obligation of or obligation guaranteed as to the payment of both principal and interest by the United
States of America.



812-6-11. Standard of care.

Any investments made under this article shall be made in accordance with the provisions of the
"Uniform Prudent Investor Act" codified as article six-c, chapter forty-four of this code and is further
subject to the following requirements:

(a) Trustees shall discharge their duties with respect to the 401(a) plans for the exclusive purpose
of providing benefits to participants and their beneficiaries,

(b) Trustees shall diversify fund investment so as to minimize the risk of large losses unless, under
the circumstances, it is clearly prudent not to do so;

(c) Trustees shall defray reasonable expenses of investing and operating the funds under
management; and

(d) Trustees shall discharge their duties in accordance with the documents and instruments
governing the trusts or other funds under management insofar as the documents and instruments are
consistent with the provisions of this article.

(e) The duties of the board apply only with respect to those assets deposited with or otherwise held
by it.

§12-6-12. I nvestment restrictions.

(a) The board shall hold in equity investments no more than sixty percent of the assets managed by
the board and no more than sixty percent of the assets of any individual participant plan or the
consolidated fund.

(b) The board shal hold in international securities no more than twenty percent of the assets
managed by the board and no more than twenty percent of the assets of any individual participant
plan or the consolidated fund.

(c) The board may not at the time of purchase hold more than five percent of the assets managed
by the board in the equity securities of any single company or association: Provided, That if a
company or association has a market weighting of greater than five percent in the Standard & Poor's
500 index of companies, the board may hold securities of that equity equal to its market weighting.

(d) The board shall at all times limit its asset alocation and types of securities to the following:

(1) The board may not hold more than twenty percent of the aggregate participant plan assets
in commercial paper. Any commercial paper at the time of its acquisition shall be in one of
the two highest rating categories by an agency nationally known for rating commercial paper;
(2) At no time shall the board hold more than seventy-five percent of the assets managed by
the board in corporate debt. Any corporate debt security at the time of its acquisition shall be
rated in one of the six highest rating categories by a nationally recognized rating agency; and
(3) No security may be purchased by the board unless the type of security ison alist approved
by the board. The board may modify the securities list at any time and shall give notice of
that action pursuant to subsection (g), section three of this article and shall review the list at
its annual meeting.

(e) Notwithstanding the investment limitations set forth in this section, it is recognized that the
assets managed by the board, or the assets of the consolidated fund or participant plans, whether
considered in the aggregate or individually, may temporarily exceed the investment limitationsin this
section due to market appreciation, depreciation and rebalancing limitations. Accordingly, the
l[imitations on investments set forth in this section shall not be considered to have been violated if the
board rebalances the assets it manages or the assets of the consolidated fund or participant plans,



whichever is applicable, to comply with the limitations set forth in this section at least once every six
months based upon the latest available market information and any other reliable market data that the
board considers advisable to take into consideration.

(f) The board, at the annual meeting provided for in subsection (h), section three of this article,
shall review, establish and modify, if necessary, the investment objectives of the individual
participant plans as incorporated in the investment policy statements of the respective trusts so as to
provide for the financial security of the trust funds giving consideration to the following:

(1) Preservation of capital;
(2) Diversification;
(3) Risk tolerance;
(4) Rate of return;
(5) Stability;
(6) Turnover,
(7) Liquidity; and
(8) Reasonable cost of fees.

§12-6-13. Board as sole agency for investments; exceptions.

All duties vested by law in any agency, commission, official or other board of the state relating to
the investment of moneys, and the acquisition, sale, exchange or disposal of securities or any other
investment are hereby transferred to the board: Provided, That neither this section nor any other
section of this article applies to the "board of the school fund" and the "school fund” established by
section 4, article XI1 of the state constitution: Provided, however, That funds under the control of the
municipa bond commission may, in the discretion of the commission, be made available to the board
for investment to be invested by the commission as provided in article three, chapter thirteen of this
code.

§12-6-14. Reportsof board.

The board shall prepare annually, or more frequently if deemed necessary by the board, a report of
its operations and the performance of the various funds administered by it. A copy thereof shall be
furnished to the chief financia officer of each participant, the president of the senate, speaker of the
house, legidlative auditor, and upon request to any legislative committee, any banking institution or
state or federal savings and loan association in this state, and any member of the news media, and
such report shall be kept available for inspection by any citizen of this state.

812-6-15. Consolidated fund audits.

The board shall cause to be conducted an annual external audit of all investment transactions of the
consolidated fund by a nationally recognized accounting firm: Provided, That the board shall on a
monthly basis provide to each state agency and any other entity investing moneys in the consolidated
fund an itemized statement of the agency's or the entity's account in the consolidated fund. The
statement shall include the beginning balance, contributions, withdrawals, income distributed, change
in value and ending balance.



§12-6-16. Existing investments.

The board shall be vested with ownership of all securities or other investments lawfully held by the
board of investments or the West Virginia trust fund as of the effective date of this article. All
obligations and assets of the board of investments and the West Virginia trust fund, inc., shall be
vested in the West Virginiainvestment management board as of the effective date of this article.

§12-6-17. Severability of provisions.

If any provision of this article, or the applicability thereof to any person or circumstance, is held
invalid, the remainder of this article and the applicability thereof and of such provision to other
persons or circumstances shall not be affected thereby.

§12-6-18.
Repeal ed.
Acts, 1997 Reg. Sess., Ch. 95.

§12-6-19. Authorization for loans by the board.

(a) The board, upon request of the state building commission, shall transfer moneys as aloan to the
state building commission in an amount not to exceed in the aggregate twenty-one million dollars for
the purposes of financing or refinancing the projects specified in subsections (b) and (d), section
eight, article six, chapter five of this code. The money borrowed shall bear interest during the term of
the loan at a fixed rate not to exceed the interest rate on treasury notes, bills or bonds of the same
term as the term of the loan the week of closing on the loan as reported by the treasury of the United
States. Loans made under this subsection shall be repaid in regular monthly or semiannual payments,
or as funds are made available by the budget office of department of administration, and shall be
paid in full not later than twenty-five years from the date the loans are made with terms and
conditions mutually agreed upon by the state building commission and the investment management
board.

(b) The state investment management board shall upon request of the state building commission
transfer moneys as a loan to the state building commission in an amount not to exceed in the
aggregate one hundred thirty-seven million dollars for the purposes of financing construction of
regiona jails, correctional facilities or building extensions or improvements to regiona jails and
correctional facilities. Prior to the expenditure of any loan proceeds, the regional jail and correctional
facility authority shall certify a list of projects to the state building commission and the joint
committee on government and finance that shall be funded from loan proceeds. This certified list
cannot thereafter be altered or amended other than by legislative enactment. The state building
commission shall borrow money as needed by the regional jail and correctiona facility authority.
The investment management board shall transfer loan proceeds to the authority for expenditure. The
money borrowed shall bear interest during the term of the loan at a fixed rate not to exceed the
interest rate on treasury notes, bills or bonds of the same term as the term of the loan the week of
closing on the loan as reported by the treasury of the United States.

(c) The regional jail and correctiona facility authority shall expend the loan proceeds received
under the provisions of subsection (b) of this section to proceed with the projects included in the



letter submitted to the joint committee on government and finance dated the fifteenth day of January,
one thousand nine hundred ninety-seven: Provided, That the letter shall not be construed to prioritize
any project or projects which are included in the letter: Provided, however, That the authority may
also expend loan proceeds for any expansion to any existing regiona jail or any expansion to a
regional jail under construction upon the effective date of this section.

(d) Loans made under this section for the projects specified in subsection (b) of this section and in
subsection (d), section eight, article six, chapter five of this code, shall be repaid in annual payments
of not less than twelve million dollars per year by appropriation of the Legislature to the board. The
amount transferred for loans under subsection (a) or (b) of this section shall not exceed that amount
which the board determines is reasonable given the cash flow needs of the consolidated fund. The
board shall make transfers for loans first for the project specified in subsection (d), section eight,
article six, chapter five of this code, second for the projects specified in subsection (b) of this section
and third for projects specified in subsection (b), section eight, article six, chapter five of this code,
which are in imminent danger of default in payment. The board shall take the steps necessary to
increase the liquidity of the consolidated fund over a period of the next five years to allow for the
loans provided in this section without increasing the risk of lossin the consolidated fund.

§12-6-20. Continuation of board.

Pursuant to the provisions of article ten, chapter four of this code, the West Virginia investment
management board shall continue to exist until the first day of July, two thousand three, unless sooner
terminated, continued or reestablished pursuant to the provisions of that article.

§12-6-21. Investment with regional jail and correctional facility authority.

(a) The Legidature finds and declares:

(2) That the supreme court of appeals has determined and ordered that the constitution of this state
imposes a duty on behalf of the state to make significant improvements in the jail and correctional
facility system, including the duty to make capital improvements to facilities and to pay for the cost
of those improvements,

(2) That construction of capital improvements requires that the cost of the facilities be financed
over time; that capital improvements cannot be funded out of the current year appropriations of the
Legislature; and that section fifty-one, article six of the constitution prohibits the Legislature
amending the budget bill so asto create a deficit;

(3) That while the supreme court of appeals is empowered to interpret the laws, including the
constitution of the state, section one, article ten of the constitution grants to the L egislature the power
of taxation; section fifty-one, article six of the constitution grants to the Legislature the power of
appropriation; and section one, article five of the constitution prohibits any branch of government
from exercising powers properly belonging to another;

(4) That the enacting of new taxes, or the diversion of revenues from other essential departments
and functions of government, in order to support capital improvements in jails and correctional
facilities, is not in the interests of the people of the state represented in the Legidature, and is
specifically rejected by the Legislature in its exercise of its legitimate constitutional powers;

(5) That the decision of the supreme court of appeals, imposing a duty on the state to construct and
pay for capital improvements to jails and correctional facilities arising out of the Bill of Rights of the



United States constitution declared ratified in the year one thousand seven hundred ninety-one, and
the state constitution of the year one thousand eight hundred sixty-three, constitutes a prior liability of
the state within the meaning of section four, article ten of the constitution and an exception to the
constitutional limitation on contracting state debt;

(6) That the construction of capital improvements of jail and correctional facilities may be funded
through funds available for investment through the West Virginia investment management board,
invested in such a manner as to be assured as high a rate of return as would be earned if these funds
were otherwise invested, and repaid by the state as provided in this article.

(b) The investment management board shall upon request of the regiona jail and correctional
facility authority transfer moneys as an investment, from funds available for investment from the
public employees retirement system, to the regional jail and correctiona facility authority. The
amount transferred may not exceed one hundred fifty million dollars in the aggregate and shall be
used for the purposes of financing construction of regiona jails, correctional facilities, juvenile
detention facilities, juvenile correctional facilities, or extensions, renovations, improvements or
additions thereto, or for the replacement or renovation of existing facilities. If the board has loaned
money to the state building commission under subsection (b), section nineteen of this article, the total
amount loaned shall be repaid to the board from funds made available under the investment made
pursuant to this section. Prior to the expenditure of any of the funds, the regional jail and correctional
facility authority shall certify to the joint committee on government and finance a list of projects that
are to be funded from the invested funds. This certified list may not thereafter be altered or amended
other than by legislative enactment. Funds shall be invested with the regional jail and correctional
facility authority as requested by the regional jail and correctional facility authority. The money
invested shall earn a return at a rate equal to the annualized rate of return earned by the core fixed-
income portfolio of the public employees retirement system over the previous five years, plus one
tenth of one percent: Provided, That in all events this rate of return may not be less than five percent
per annum. The monthly rate of return shall be calculated every quarter. The manner and timing of
the investment shall be determined by the board. The total of the amounts invested may not exceed a
total of one hundred fifty million dollars during fiscal year one thousand nine hundred ninety-eight,
and fiscal year one thousand nine hundred ninety-nine, cumulatively. The authority to make
the investment authorized by this section expires on the thirtieth day of June, one thousand nine
hundred ninety-nine.

(c) There is created in the state treasury a regional jail and correctional facility investment fund
dedicated to the payment of investment earnings and the return of capital invested under this section.

The treasurer shall administer the fund. The fund is an interest-bearing account with interest earned
credited to and deposited back into the fund. The fund consists of amounts required to be deposited
by section fourteen, article three, chapter thirty-three of this code.

(d) The treasurer shall, monthly, transfer amounts from the regional jail and correctional facility
investment fund to the board that are sufficient to allow investment earnings to be paid and the capital
invested returned in substantially equal amounts by the thirty-first day of August, two thousand
twenty-three: Provided, That the amount of investment earnings paid and the capital invested
returned during the fiscal year beginning the first day of July, one thousand nine hundred ninety-
eight, may not exceed ten million dollars. Payment representing investment earnings and the return
of capital invested shall begin six months from the date the initial funds are invested, or by the tenth
day of January, one thousand nine hundred ninety-nine, whichever is later.

(e) The board shall calculate the amount of the projected annual investment earnings to be paid and
the capital invested to be returned and certify the amount to the treasurer on the first day of December



of each year, until all investment earnings are paid and the total capital invested isreturned.  (f) As
a condition precedent to the transfer and investment of moneys by the investment management board
pursuant to subsection (b) of this section, either the investment management board or the regional jail
and correctional authority shall have first caused a judicial determination to be made by an
appropriate action initiated in the West Virginia supreme court of appeals regarding the transfer of
moneys by the investment management board to the regional jail and correctional facility authority as
an investment from funds available for investment from the public employees retirement system, and
to otherwise determine the constitutionality of the provisions of Enrolled House Bill 4702, as enacted
by the Legidlature in the year one thousand nine hundred ninety-eight. This judicial determination
shall be brought as soon as practicable, but not later than thirty days following the effective date of
the amendments to this section made by the Legislature in the year one thousand nine hundred
ninety-eight.

(g) The Legislature recognizes the fiduciary liability and responsibility imposed on the board by
this article and by article six, chapter forty-four of this code. The board, its trustees and employees,
have no liahbility, either personally or corporately with respect to the investment provided for in this
section and the loans made under section nineteen of this article, if the investment and loans are made
in accordance with the respective provisions of this section and section nineteen of this article.

(h) The regional jail and correctional facility authority shall expend the funds invested under the
provisions of this section to proceed with the projects identified pursuant to subsection (b) of this
section.

(i) The regional jail and correctional facility authority may return the total remaining capital
invested upon thirty days written notice to the board and at the time of such return shall pay the
investment earnings accrued to the return date.



ARTICLE 30
WEST VIRGINIA PREPAID TUITION TRUST ACT

§18-30-1. Title.

This article is known and cited as the "West Virginia College Prepaid Tuition and Savings
Program Act."

818-30-2. Legidative findingsand purpose.

The Legidature hereby finds and determines that enhancing the accessibility and affordability of
higher education for al citizens of West Virginiawill promote a well-educated and financially secure
population to the ultimate benefit of all citizens of West Virginia, and that assisting individuals and
families in planning for future educational expenses by making the tax incentivesin 26 U.S.C. 8529
available to West Virginians are proper governmental functions and purposes of the state.

The Legidature also finds that continuation of the prepaid tuition plan and creation of a savings
plan will further those governmenta functions and purposes. It is, therefore, the legidative intent of
this article to continue the prepaid tuition plan and to enhance the plan by authorizing the creation of
a savings plan so that more students may attend eligible higher education institutions.

§18-30-3. Definitions.

For the purposes of this article, the following terms have the meanings ascribed to them, unless the
context clearly indicates otherwise or as otherwise provided in 26 U.S.C.

8529:

(a) “Account” means a prepaid tuition account or a savings plan account established in accordance
with this article.

(b) “Account owner” means the individual, corporation, association, partnership, trust or other
lega entity who enters into a prepaid tuition contract and is obligated to make payments in
accordance with the prepaid tuition contract or who enters into a savings plan contract and invests
money in a savings plan account.

(c) "Beneficiary" means the individua designated as a beneficiary at the time an account is
established, the individual designated as the beneficiary when beneficiaries are changed, the
individual entitled to receive distributions from an account, and any individual designated by the
account owner, his or her agent or his or her estate in the event the beneficiary is unable or unwilling
to receive distributions under the terms of the contract.

(d) "Board" means the board of trustees of the college prepaid tuition and savings program as
provided in section four of this article.

(e) “Distribution” means any disbursement from an account in accordance with 26 U.S.C. 8529.

(f) “Eligible educational institution” means an institution of higher education that qualifies under
26 U.S.C. 8529 as an eligible educational institution.

(g) “Prepaid tuition account” means an account established by an account owner pursuant to this
article in order for the beneficiary to apply distributions in accordance with the prepaid tuition plan.

(h) "Prepaid tuition contract” means a contract entered into by the board and an account owner
establishing a prepaid tuition account.



(i) “Prepaid tuition plan” means the plan that contractually guarantees payment of tuition at a West
Virginia public eligible educational institution.

() “Program” means the West Virginia college prepaid tuition and savings program established
under this article.

(k) “Qualified higher education expenses’ mean higher education expenses permitted under 26
U.S.C. 8529 for enrollment or attendance of a beneficiary at an eligible educational institution.

() “Savings plan” means the plan that allows account distributions for qualified higher educational
eXpenses.

(m) “Savings plan account” means an account established by an account owner pursuant to this
article in order for the beneficiary to apply distributions toward qualified higher education expenses
at eligible educational institutions.

(n) “Savings plan contract” means a contract entered into by the board or its agent, if any, and an
account owner establishing a savings plan account.

(o) “Treasurer” means the West Virginia state treasurer.

(p) "Tuition" means the quarter, semester or term wndergraduate charges imposed by an eligible
educational ingtitution and all mandatory fees required as a condition of enrollment by all students for
full-time attendance.

818-30-4. Creation of program; board; members; terms, compensation;
proceedingsgenerally.

(8 The West Virginia college prepaid tuition and savings program is hereby created. The program
consists of a prepaid tuition plan and a savings plan.

(b) The board of trustees of the prepaid tuition trust fund in existence immediately prior to the
effective date of this section shall become the board of the college prepaid tuition and savings program
and all powers, rights and responsibilities of the board of trustees of the prepaid tuition trust fund are
transferred to the board of the college prepaid tuition and savings program. With the exception of the
members of the board appointed pursuant to the provisions of subdivision (3) of subsection (c) of this
section, the members of the board of trustees of the prepaid tuition trust fund shall become the members
of the board of the college prepaid tuition and savings program on the effective date of this section and
shall, for al purposes, serve the same terms that they would have served had the board of trustees of the
prepaid tuitiontrust fund continued.

(c) The board consists of nine members and includes the following:

(1) The secretary of education and the arts, or his or her designeg;

(2) The state treasurer, or his or her designes;

(3) Two representatives of the higher education policy commission, who may or may not be
members of the higher education policy commission, appointed by the commission who serve as voting
members of the board, one of whom shall represent the interests of the universities of West Virginia and
one of whom shall represent the interests of the state colleges and community and technical colleges of
West Virginia. The members appointed pursuant to the provisions of this subdivision shall assume the
positions heretofore held by the representatives of the university system board of trustees and the state
college system board of directorsin existence prior to July 1, 2000;

(4) Five other members, appointed by the governor, with knowledge, skill and experience in an
academic, business or financia field, to be appointed as follows:

(A) A private citizen not employed by, or an officer of, the state or any political subdivision of the
state appointed from one or more nominees of the speaker of the House of Delegates,



(B) A private citizen not employed by, or an officer of, the state or any political subdivision of the
state appointed from one or more nominees of the president of the Senate;

(C) One member representing the interests of private institutions of higher education located in this
state appointed from one or more nominees of the West Virginia association of private colleges, and

(D) Two members representing the public.

(d) The public members and the member representing the interests of private institutions of higher
education are appointed by the governor with the advice and consent of the Senate.

(e) Only state residents are eligible for appointment to the board.

(f) Members appointed by the governor serve a term of five years and are eligible for reappointment
at the expiration of their terms. In the event of a vacancy among appointed members, the governor shall
appoint a person representing the same interests to fill the unexpired term. Of the initial appointments to
the board of trustees of the prepaid tuition trust fund in existence immediately prior to the effective date
of this section, the governor shall appoint one member to a one-year term, one member to a two-year
term, one member to a three-year term, one member to a four-year term, and ore member to a five-year
term. Thereafter, all terms are five years.

(g) Members of the board serve without compensation. The treasurer may pay al expenses,
including travel expenses, actually incurred by board members in the conduct of their official duties.

Expense payments are made from the college prepaid tuition and savings program administrative
account, and are made at the same rate paid to state employees.

(h) The treasurer may provide support staff and office space for the board.

(i) The treasurer is the chairman and presiding officer of the board, and may appoint the employees
the board considers advisable or necessary. A magjority of the members of the board constitute a
guorum for the transaction of the business of the board.

818-30-5. Powers of the board.

In addition to the powers granted by any other provision of this article, the board has the powers
necessary or appropriate to carry out the provisions and objectives of this article, other methods of
financing post-secondary education as relate to the program, and the powers delegated by any other
law of the state or any executive order of the state. The board may also:

(a) Adopt and amend bylaws;

(b) Sue and be sued;

(c) Execute contracts and other instruments for necessary goods and services, employ necessary
personnel and engage the services of private consultants, actuaries, auditors, counsel, managers,
trustees, and any other contractor or professional needed. Selection of these servicesis not subject to
the provisions of article three, chapter five-a of this code;

(d) Operate a prepaid tuition plan in accordance with this article and 26 U.S.C. 8529;

(e) Operate a savings plan in accordance with this article and 26 U.S.C. 8529;

(f) Develop and impose any requirements, policies, procedures and guidelines to implement and
manage the program;

(9) Impose reasonable requirements for residency for beneficiaries at the time of purchase of a
prepaid tuition contract. However, nothing in this subdivision establishes residency requirements for
matriculation at state eligible educational institutions;

(h) Assess, collect and expend administrative fees, charges and penalties;

(i) Authorize the assessment, collection and retention of fees and charges against the amounts paid
into and the earnings on the trust funds by a financial institution, investment manager, fund manager,



West Virginia investment management board, or other professional managing or investing the trust
funds and accounts;

() Invest and reinvest any of the funds and accounts under the board’s control with a financial
ingtitution, an investment manager, a fund manager, the West Virginia investment management board
or other professiona investing the funds and accounts. Investments made under this article shall be
made in accordance with the provisions of article six-c, chapter forty-four of this code, the West
Virginia uniform prudent investor act. No board member, nor any person, financial institution,
investment manager, fund manager or the West Virginia investment management board to whom the
board delegates any of its investment authority who acts within the standard of care set forth in this
section is personally liable for losses suffered by the program on investments made pursuant to this
article;

(k) Solicit and accept gifts, including bequests or other testamentary gifts made by will, trust or
other disposition, grants, loans, aid, and property, real or personal of any nature and from any source,
or to participate in any other way in any federal, state or local governmental programs in carrying out
the purposes of this article. The board shall use the property received to effectuate the desires of the
donor, and shall convert the property received into cash within ninety days of receipt;

() Propose legidative rules for promulgation in accordance with the provisions of article three-a,
chapter twenty-nine-a of this code;

(m) Make all necessary and appropriate arrangements with eligible educational institutions in order
to fulfill its obligations under the prepaid tuition contracts and the savings plan contracts; and

(n) Establish a direct-support organization which is a West Virginia corporation, not for profit,
organized and operated to receive, hold, invest and administer property and make expenditures to or
for the benefit of the purposes of this article, if the board determines a need for the organization
exists. The board may authorize the direct-support organization to use program facilities and
property, except money. The board may invest funds of the direct-support organization.

§18-30-6. West Virginia prepaid tuition trust.

() The "Prepaid Tuition Trust Fund” is continued within the accounts held by the state treasurer
for administration by the board.

(b) The prepaid tuition trust fund shall receive al payments from account owners on behalf of
beneficiaries of prepaid tuition contracts or from any other source, public or private. Earnings
derived from the investment of moneys in the prepaid tuition trust fund shall remain in the prepaid
tuition trust fund held in trust in the same manner as payments, except as refunded, applied for
purposes of the beneficiaries, and applied for purposes of maintaining and administering the prepaid
tuition plan.

(c) The corpus, assets and earnings of the prepaid tuition trust fund do not constitute public funds
of the state and are available solely for carrying out the purposes of this article. Any contract entered
into by or any obligation of the board on behalf of and for the benefit of the prepaid tuition plan does
not constitute a debt of the state, but is solely an obligation of the prepaid tuition trust fund. The state
has no obligation to any designated beneficiary or any other person as a result of the prepaid tuition
plan. All amounts payable from the prepaid tuition trust fund are limited to amounts available in the
prepaid tuition trust fund.

(d) Nothing in this article or in any prepaid tuition contract is a promise or guarantee of admission
to, continued enrollment in, or graduation from an eligible educationa institution.

(e) The reauirements of the provisions of chanter thirtv-two of this code do not aonlv to the sale of



aprepaid tuition contract by the board, its employees and agents.

(f) The prepaid tuition plan and the prepaid tuition trust fund shall continue in existence until
terminated by the Legislature as it determines or by the board upon determining that continued
operation is infeasible. Upon termination of the plan and after payment of all fees, charges, expenses
and pendlties, the assets of the prepaid tuition trust fund are paid to current account owners, to the
extent possible, on a pro rata basis as their interests may appear, and any unclaimed assets in the
program shall revert to the state in accordance with the uniform unclaimed property act in article
eight, chapter thirty-six of this code.

(g) The board shall have the actuarial soundness of the prepaid tuition trust fund evaluated
annually to ensure that sufficient funds are deposited in the prepaid tuition trust fund to meet
obligations. If the board finds that additional contributions are needed to preserve the actuarial
soundness of the prepaid tuition trust fund, it may adjust the terms of preexisting and subsequent
prepaid tuition contracts to ensure the prepaid tuition trust fund's soundness. Provided, That any
necessary adjustment to preexisting contracts are only assessed on future payments and not
retroactively upon previous payments made by the account owners or donors to the prepaid tuition
trust fund.

(h) The board shall build and maintain in the prepaid tuition trust fund an actuaria surplus, at a
level recommended by the actuaries, to ensure appropriate funding for the trust fund.

(i) On or before the first day of December of each year, the chairman of the board shall submit to
the governor the amount of any deficiency certified by an actuary as needed to meet the current
obligations of the prepaid tuition trust fund for the next fiscal year. Notwithstanding any provision of
this code to the contrary, the governor, after consultation with the budget section of the finance
division of the department of administration, may request an appropriation to the board in the amount
of the deficiency, to meet the current obligations of the prepaid tuition trust fund, in the budget
presented to the next session of the Legidature for its consideration. The Legidature is not required
to make any appropriation pursuant to this subsection, and the amount of the deficiency is not a debt
or a liability of the state. As used in this section, “current obligations of the prepaid tuition trust
fund” means amounts required for the payment of contract distributions or other obligations of the
prepaid tuition trust fund, the maintenance of the fund, and operating expenses for the current fiscal
year. Nothing in this subsection creates an obligation of state general revenue funds or requires any
level of funding by the Legislature.

() To fulfill the charitable and public purposes of this article, neither the earnings nor the corpus of
the prepaid tuition trust fund is subject to taxation by the state or any of its political subdivisions.

(k) Notwithstanding any provision of this code to the contrary, money in the prepaid tuition trust
fund is exempt from creditor process and not subject to attachment, garnishment or other process; is
not available as security or collateral for any loan, or otherwise subject to alienation, sae, transfer,
assignment, pledge, encumbrance or charge; and is not subject to seizure, taking, appropriation or
application by any legal or equitable process or operation of law to pay any debt or liability of any
account owner, beneficiary or successor in interest.

§18-30-7. West Virginia savings plan trust.

(@) The board may establish a savings plan trust, and may establish a savings plan trust fund
account, titled the "Savings Plan Trust Fund,” within the accounts held by the treasurer or with a
financia ingtitution, an investment manager, a fund manager, the West Virginia investment
management board or any other person for the purpose of managing and investing the trust fund.



Assets of the savings plan trust are held in trust for account owners and beneficiaries.

(b) The savings plan trust fund shall receive all moneys from account owners on behalf of
beneficiaries of savings plan contracts or from any other source, public or private. Earnings derived
from the investment of the moneys in the college savings trust fund shall remain in the fund, held in
trust in the same manner as contributions, except as refunded, applied for purposes of the
beneficiaries, and applied for purposes of maintaining and administering the savings plan.

(c) The corpus, assets and earnings of the savings plan trust fund do not constitute public funds of
the state and are available solely for carrying out the purposes of this article. Any contract entered
into by or any obligation of the board on behalf of and for the benefit of the savings plan does not
constitute a debt or obligation of the state, but is solely an obligation of the savings plan trust fund.
The state has no obligation to any designated beneficiary or any other person as a result of the
savings plan. All amounts payable from the savings plan trust fund are limited to amounts available
in the fund.

(d) Nothing in this article or in any savings plan contract is a promise or guarantee that the
distributions available for a bereficiary will cover the cost of qualified higher education expenses at
an eligible educational ingtitution, or as a promise or guarantee of admission to, continued
enrollment in, or graduation from an eligible higher education institution.

(e) The requirements of the provisions of chapter thirty-two of this code do not apply to the sale
of a savings plan contract by the board, its employees and agents.

(f) The savings plan and any savings plan trust fund shall continue in existence until terminated
by the Legidlature as it determines or by the board upon determining that continued operation is
infeasible. Upon termination of the plan, the balances of savings plan accounts, less any
distributions, refunds, fees, charges and penalties, are sent to account owners, to the extent possible,
and any unclaimed assets in the program shall revert to the state in accordance with the uniform
unclaimed property act in article eight, chapter thirty-six of this code.

(g) The state pledges to account owners and beneficiaries of the savings plans that the state will
not limit or alter the rights under this article which are vested until the obligations are met and
discharged. However, nothing in this subsection prohibits the Legislature from discontinuing or
terminating a savings plan.

(h) In order to fulfill the charitable and public purposes of this article, neither the earnings nor the
corpus of the savings plan trust fund is subject to taxation by the state or any of its political
subdivisions.

(i) Notwithstanding any provision of this code to the contrary, money in the savings plan trust
fund is exempt from creditor process and not subject to attachment, garnishment, or other process;
is not available as security or collateral for any loan, or otherwise subject to aienation, sale,
transfer, assignment, pledge, encumbrance or charge; and is not subject to seizure, taking,
appropriation or application by any legal or equitable process or operation of law to pay any debt or
liability of any account owner, beneficiary or successor in interest.

§18-30-8. College prepaid tuition and savings program administrative account.

There is hereby created a separate account within the state treasurer's office titled the “college
prepaid tuition and savings program administrative account” for the purposes of implementing,
operating and maintaining the trust funds and program created by this article. On the effective date



of this section, all moneys in the prepaid tuition trust fund administrative account are hereby
transferred to the college prepaid tuition and savings program administrative account.

The administrative account shall receive all fees, charges and penalties collected by the board.
Expenditures from the fund are authorized from collections subject to appropriations made by the
Legidature.

§18-30-9. Income tax deduction for purchasers.

As provided in section twelve-a, article twenty-one, chapter eleven of this code, any payment made
under a prepaid tuition contract or other college savings plan administered by the board, pursuant to
the provisions of this article, is eligible for atax deduction.

§18-30-10. Reportsand account; annual audit.

(a) In addition to any other requirements of this article, the board shall:

(1) Provide annually summary information on the financial condition of the prepaid tuition trust
fund and statements on the savings plan accounts to the respective account owners,

(2) Prepare, or have prepared, a quarterly report on the status of the program, including the trust
funds and the administrative account, and provide a copy of the report to the joint committee on
government and finance and the legislative oversight commission on education accountability; and

(3) Prepare, or have prepared, an annua actuarial report of the prepaid tuition trust fund and
transmit a copy of the report to the governor, the president of the Senate, the speaker of the House of
Delegates and the legidlative oversight commission on education accountability.

(b) All accounts of the board, including the trust funds, are subject to an annual external audit by
an accounting firm, selected by the board, of which all members or partners assigned to head the
audit are members of the American institute of certified public accountants. The audit shall comply
with the requirements of section thirty-three, article two, chapter five-a of this code.

§18-30-11. Financial aid dligibility.

The calculations of a beneficiary’s eligibility for state student financial aid for higher education
may not include or consider the value of distributions available in a prepaid tuition account or the
value of distributions available in a savings plan account.

§18-30-12. Confidentiality.

Any information that would tend to disclose the identity of a beneficiary, account owner or donor
is exempt from the provisions of chapter twenty- nine-b of this code. Nothing in this section prohibits
disclosure or publication of information in a statistical or other form which does not identify the
individuals involved or provide personal information. Account owners are permitted access to their
own personal information.



818-30-13. Board of trustees; authorization of rules.

The legidative rules filed in the state register on the thirtieth day of September, one thousand nine
hundred ninety-seven, modified by the board of trustees of the West Virginia prepaid tuition trust
fund to meet the objections of the legidative oversight commission on education accountability and
refiled in the state register on the thirtieth day of January, one thousand nine hundred ninety-eight,
relating to the West Virginia prepaid tuition trust fund (rules for the West Virginia prepaid tuition

trust fund), are authorized.



ARTICLE 6A.
UNIFORM MANAGEMENT OF INSTITUTIONAL FUNDSACT.

844-6A-1. Short title.

This article shall be known as the "Uniform Management of Institutional Funds Act."

844-6A-2. Definitions.

The following words or phrases as used in this article shall have the meanings ascribed to
them in this section, unless the context of this article clearly indicates otherwise:

(a) "Endowment fund" means an institutional fund, or any part thereof, not wholly expendable
by the institution on a current basis under the terms of the applicable gift instrument;

(b) "Gift instrument” means a will, deed, trust agreement, grant, conveyance, agreement,
memorandum, writing or other governing document (including the terms of any institutional
solicitations from which an ingtitutional fund resulted) that was executed or in effect before or
after the effective date of this article under which property is transferred to, or held by or on
behalf of, an institution as an institutional fund;

(c) "Governing board" means the body responsible for the management of an ingtitution or of
an institutiona fund;

(d) "Historic dollar value" means the aggregate fair value in dollars of: (i) An endowment
fund at the time it became an endowment fund; (ii) each subsequent donation to the fund at the
time it is made; and (iii) each accumulation made pursuant to a direction in the applicable gift
instrument at the time the accumulation is added to the fund. The determination of historic
dollar value made in good faith by the institution is conclusive;

(e) "Institution" means an incorporated or unincorporated organization organized and operated
exclusively for educational, religious, charitable or other eleemosynary purpose, a governmental
organization to the extent that it holds funds exclusively for any of these purposes, or a
community foundation or community trust;

() "Institutional fund" means a fund held by an institution for its exclusive use, benefit or
purposes, but does not include (i) A fund held for an institution by a trustee that is not an
institution, unless the fund is held exclusively for the benefit of either a community foundation or
community trust by a bank, a trust company or another fiduciary that is a trustee of the
community foundation a community trust; or (ii) a fund in which a beneficiary that is not an
ingtitution has an interest, other than possible rights that could arise upon violation or failure of
the purposes of the fund,

(g) "Community foundation” or community trust" means an ingtitution that has been
established to attract contributions of a capital or endowment nature for the benefit of a particular
community or area whose contributions are often received and maintained in the form of separate
trusts or funds which are subject to varying degrees of control by the governing body of the
community foundation or community trust and which the governing body in good faith believes
meets the requirements of the regulations issued by the interna revenue service, United States
department of treasury, presently codified as 26 CFR 1.170A-9(e)(10) and (11), to qualify
as a "publicly supported" organization and to be treated as a "single entity" rather than as an
aggregation of separate funds.



844-6A-3. Appropriation of appreciation; rule of construction.

(&) The governing board may appropriate for expenditure for the uses and purposes for which
an endowment fund is established so much of the net appreciation, realized and unrealized, in the
fair value of the assets of an endowment fund over the historic dollar value of the fund as is
prudent under the standard established by section six of this article. This section does not limit
the authority of the governing board to expend funds as permitted under other law, the terms of
the applicable gift instrument, or the charter of the institution.

(b) Subsection (&) of this section does not apply if the applicable gift instrument indicates the
donor's intention that net appreciation shall not be expended. A restriction upon the expenditure
of net appreciation may not be implied from a designation of a gift as an endowment, or from a
direction or authorization in the applicable gift instrument to use only
"income,""interest,""dividends," or "rents, issues or profits," or "to preserve the principal intact,”
or a direction which contains other words of similar import. This rule of construction applies to
gift instruments executed or in effect before or after the effective date of this article.

844-6A-4. |nvestment authority.

In addition to an investment otherwise authorized by law or by the applicable gift instrument,
and without restriction to investments a fiduciary may make, the governing board, subject to any
specific limitations set forth in the applicable gift instrument or in the applicable law other than
law relating to investments by a fiduciary, may:

(@ Invest and reinvest an ingtitutional fund in any real or persona property deemed advisable
by the governing board, whether or not it produces a current return, including mortgages, stocks,
bonds, debentures and other securities of profit or nonprofit corporations, sharesin or obligations
of associations, partnerships or individuals, and obligations of any government or subdivision or
instrumentality thereof;

(b) Retain property contributed by a donor to an institutional fund for as long as the governing
board deems advisable;

() Include al or any part of an ingtitutional fund in any pooled or common fund maintained
by the institution; and

(d) Invest all or any part of an institutional fund in any other pooled or common fund available
for investment, including shares or interests in regulated investment companies, mutual funds,
common trust funds, investment partnerships, real estate investment trusts or similar
organizations in which funds are commingled and investment determinations are made by
persons other than the governing board.

§44-6A-5. Delegation of investment management.

Except as otherwise provided by the applicable gift instrument or by applicable law relating to
governmental institutions or funds, the governing board may (1) delegate to its committees,
officers or employees of the ingtitution or the fund, or agents, including investment counsel, the
authority to act in place of the board in investment and reinvestment of institutional funds, (2)
contract with independent investment advisors, investment counsel or managers, banks or trust



companies, so to act, and (3) authorize the payment of compensation for investment advisory or
management services.
844-6A-6. Standard of conduct.

In the administration of the powers to appropriate appreciation, to make and retain
investments, and to delegate investment management of ingtitutional funds, members of a
governing board shall exercise ordinary business care and prudence under the facts and
circumstances prevailing at the time of the action or decision. In so doing they shall consider
long and short term needs of the institution in carrying out its educational, religious, charitable or
other eleemosynary purposes, its present and anticipated financial requirements, expected total
return on its investments, price level trends and general economic conditions.

844-6A-7. Release of restrictionson use or investment; application of cy presdoctrine.

(&) With the written consent of the donor, the governing board may release, in whole or in
part, a restriction imposed by the applicable gift instrument on the use or investment of an
institutional fund.

(b) If written consent of the donor cannot be obtained by reason of his death, disability,
unavailability or impossibility of identification, the governing board may apply in the name of
the ingtitution to the circuit court of the county in which the institution is located for release of a
restriction imposed by the applicable gift instrument on the use or investment of an institutional
fund. The attorney genera shall be notified of the application and shall be given an opportunity
to be heard. If the court finds that the restriction is obsolete, inappropriate or impracticable, it
may by order release the restriction in whole or in part. A release under this subsection may not
change an endowment fund to a fund that is not an endowment fund.

(c) A release under this section may not allow a fund to be used for purposes other than the
educational, religious, charitable or other eleemosynary purposes of the institution affected.

(d) This section does not limit the application of the doctrine of cy pres.

844-6A-8. Uniformity of application; construction.

This article shall be so applied and construed as to effectuate its genera purpose to make
uniform the law with respect to the subject of this act among those states which enact it.



ARTICLE 6C.
UNIFORM PRUDENT INVESTOR ACT.

844-6C-1. Prudent investor rule.

(&) Notwithstanding the provisions of section two, article six of this chapter, and except as
otherwise provided in subsection (b) of this section, a trustee who invests ard manages trust
assets owes a duty to the beneficiaries of the trust to comply with the prudent investor rule set
forth in this article.

(b) The prudent investor rule, a default rule, may be expanded, restricted, eliminated or
otherwise atered by the provisions of atrust. A trustee is not liable to a beneficiary to the extent
that the trustee acted in reasonable reliance on the provisions of the trust.

844-6C-2. Standard of care; portfolio strategy; risk and return objectives.

(@ A trustee shall invest and manage trust assets as a prudent investor would, by considering
the purposes, terms, distribution requirements and other circumstances of the trust. In satisfying
this standard, the trustee shall exercise reasonable care, skill and caution.

(b) A trustee's investment and management decisions respecting individual assets must be
evaluated not in isolation but in the context of the trust portfolio as a whole and as a part of an
overal investment strategy having risk and return objectives reasonably suited to the trust.

(c) Among circumstances that a trustee shall consider in investing and managing trust assets
are such of the following as are relevant to the trust or its beneficiaries:

(1) General economic conditions;

(2) The possible effect of inflation or deflation;

(3) The expected tax consequences of investment decisions or strategies,

(4) The role that each investment or course of action plays within the overall trust portfolio,
which may include financial assets, interests in closely held enterprises, tangible and intangible
personal property and real property;

(5) The expected total return from income and the appreciation of capital;

(6) Other resources of the beneficiaries,

(7) Needs for liquidity, regularity of income and preservation or appreciation of capital; and

(8) An asset's special relationship or special value, if any, to the purposes of the trust or to one
or more of the beneficiaries.

(d) A trustee shal make a reasonable effort to verify facts relevant to the investment and
management of trust assets.

(e) A trustee may invest in any kind of property or type of investment consistent with the
standards of this article.

(f) A trustee who has special skills or expertise, or is named trustee in reliance upon the
trustee's representation that the trustee has special skills or expertise, has a duty to use those
specia skills or expertise.



844-6C-3. Diversification.

A trustee shall diversify the investments of the trust unless the trustee reasonably determines
that, because of special circumstances, the purposes of the trust are better served without
diversifying.

§44-6C-4. Duties at inception of trusteeship.

Within a reasonable time after accepting a trusteeship or receiving trust assets, a trustee shall
review the trust assets and make and implement decisions concerning the retention and
disposition of assets, in order to bring the trust portfolio into compliance with the purposes,
terms, distribution requirements and other circumstances of the trust, and with the requirements
of this article.

844-6C-5. Loyalty.
A trustee shall invest and manage the trust assets solely in the interest of the beneficiaries.
844-6C-6. Impartiality.

If a trust has two or more beneficiaries, the trustee shall act impartially in investing and
managing the trust assets, taking into account any differing interests of the beneficiaries.

844-6C-7. Investment costs.

In investing and managing trust assets, a trustee may only incur costs that are appropriate and
reasonable in relation to the assets, the purposes of the trust and the skills of the trustee.

844-6C-8. Reviewing compliance.

Compliance with the prudent investor rule is determined in light of the facts and
circumstances existing at the time of atrustee's decision or action and not by hindsight.

844-6C-9. Delegation of investment and management functions.

(a) A trustee may delegate investment and management functions that a prudent trustee of
comparable skills could properly delegate under the circumstances. The trustee shall exercise
reasonable care, skill and caution in:

(1) Selecting an agent;

(2) Establishing the scope and terms of the delegation, consistent with the purposes and terms
of the trust; and

(3) Periodically reviewing the agent's actions in order to monitor the agent's performance and
compliance with the terms of the delegation.

(b) In performing a delegated function, an agent owes a duty to the trust to exercise reasonable
care to comply with the terms of the delegation.



(c) A trustee who complies with the requirements of subsection (&) of this section is not liable
to the beneficiaries or to the trust for the decisions or actions of the agent to whom the function

was delegated.
(d) By accepting the delegation of a trust function from the trustee of atrust that is subject to
the law of this state, an agent submits to the jurisdiction of the courts of this state.

844-6C-10. Language invoking standard of article.

The following terms or comparable language in the provisions of a trust, unless otherwise
limited or modified, authorizes any investment or strategy permitted under this article:
"investments permissible by law for investment of trust funds’, "legal investments', "authorized
investments', "using the judgment and care under the circumstances then prevailing that persons
of prudence, discretion, and intelligence exercise in the management of their own affairs, not in
regard to speculation but in regard to the permanent disposition of their funds, considering the
probable income as well as the probable safety of their capital”, "prudent man rule”, "prudent
trustee rule”, "prudent person rule" and "prudent investor rule”.

844-6C-11. Application to existing trusts.

This article applies to trusts existing on and created after its effective date. As applied to
trusts existing on its effective date, this article governs only decisions or actions occurring after
that date.
844-6C-12. Uniformity of application and construction.

This article shall be applied and construed to effectuate its general purpose to make uniform
the law with respect to the subject of this article among the states enacting it.

§44-6C-13. Short title.

This article may be cited as the "West Virginia Uniform Prudent Investor Act".
844-6C-14. Sever ability.

If any provision of this article or its application to any person or circumstance is held invalid,
the invalidity does not affect other provisions or applications of this article which can be given
effect without the invalid provision or application, and to this end the provisions of this article
are severable.

844-6C-15. Effective date.

This article takes effect on the first day of July, one thousand nine hundred ninety-six.
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