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Chief Financial Officer Atwater’s letter of October 6, 2011, requested the Investment
Advisory Council:
1. Review the manner by which investment opportunities are identified, investment
advisors are selected, and the procedures that are followed with respect to public
records requests.
2. Report findings to the Board of Trustees at the earliest possible date.
To support the Council’s review ahead of the November 14, 2011, conference call meeting,
we have assembled a book of background material that covers the following basic areas:
1. Policies related to investment manager, private market fund and real estate
property selection and contracting, as well as forms of contracts and side-letters.
2. Policies related to investment manager, private market fund and real estate vendor
monitoring and retention.
3. Policies related to ethics, conflicts, internal controls, confidentiality, and public
records.
4. Compliance
procedures
and
checklists
related
to
investment
manager/fund/property selection and acquisition, monitoring, and termination.
5. Descriptions of consultants, real estate separate account advisors, and external
legal counsels’ roles in the investment manager, fund, and property acquisition
and contracting process.
6. Ramius case study.
We recognize the amount of information being provided is extensive, but over the years the
SBA has developed extensive policies and procedures consistent with our fiduciary duties.
To facilitate the Council’s review we would point out two sets of documents. First, attached
to this memorandum are stylized flow charts summarizing the investment search and
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selection processes. Second, letters from the SBA’s investment consultants were obtained
that independently characterize:
1. Consultant’s resources, expertise and experience with institutional investors
comparable to the SBA.
2. The regulatory environment and fiduciary standards of care (including
contractual) applicable to the services the Consultant provides to the SBA related
to the investment acquisition process.
3. Consultant’s role in the SBA’s investment acquisition process, including a high
level description of Consultant’s resources and processes that support the
applicable services rendered to the SBA.
4. The degree to which Consultant’s participation in the SBA’s investment
acquisition process and independent advice comports with best practices at
institutional investors comparable to the SBA.
Please feel free to contact Ash or me with any questions.
Attachments
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PRIVATE EQUITY, STRATEGIC INVESTMENTS AND REAL ESTATE FUND (AND OTHER VEHICLES) ACQUISITION PROCESS MAP (For Illustrative Purposes Only)
Deputy Executive Director

Review applicable Allocation Policies (i.e., Strategic Plans)
annually and update as necessary

Review and comment on allocation plans, work plans and
produce cash projection models with average annual
commitments needed to attain asset class targets

Review applicable Allocation Policies (i.e., Strategic Plans)
annually and approve revisions as necessary

Review applicable Allocation Policies (i.e., Strategic Plans)
annually and approve revisions as necessary

Review and concur with Annual Investment Work Plans

Approve Annual Investment Work Plans

Maintain a proactive Fund sourcing approach to identify
competitive/oversubscribed Funds that may not be widely
marketed or open for only limited periods of time, which
requires strong relationships and communication with market
participants.

Enter investment opportunities into the applicable Fund Logs
as they are identified

General Counsel

Risk Management and Compliance

Executive Director & CIO

Receive and review a broad array of
offerings (many of which are not appropriate to the SBA's
applicable Annual Investment Work Plan)
Perform ongoing due diligence on prospective
managers/funds including quantitative analysis
Provide periodic updates of general Fund Log(s) or specific
lists of Funds for the SBA' s consideration.

Circulate and review Fund Logs periodically in order to
effectively track various opportunities in the market

Review Fund Logs in order to effectively track various
opportunities in the market

Provide input in Fund Logs regarding funds consultant has
underwritten or plans to underwrite

Meet regularly (weekly) to discuss and evaluate current
offerings and market opportunities

Meet regularly (weekly) to discuss and evaluate current
offerings and market opportunities

Visit manager's office to meet with investment staff (optional)

Participate in monthly deal pipeline calls with consultant

Participate in monthly deal pipeline calls with consultant

Conduct monthly deal pipeline calls

Attend manager presentations

Attend manager presentations (optional)

Attend manager presentations (optional)

Attend manager presentations (optional)

Evaluate alternative consultant(s) based on type of new
and/or specialized investment strategy/product being
contemplated (optional)

Consult with SIO and ED&CIO regarding usage of specialized
consulting and select firm from consultant pool (optional)

Consult with DED and SIO regarding usage of specialized
consulting based on type of strategy (optional)

NEW/SPECIALIZED

--------------------------------------------------------------------------------------------------------------- FUND SPECIFIC ---------------------------------------------------------------------

External Consultant

Produce an Annual Investment Work Plan and submit to DED
for concurrence and ED & CIO for approval
Conduct ongoing lead generating dialogue with industry
contacts (consultants, limited partners, general partners, etc.)
to maximize high quality deal flow regarding Funds and
alternative vehicles (e.g., separate accounts, programmatic
joint ventures, etc.)

PREPARED BY RISK MANAGEMENT AND COMPLIANCE AS OF 10/21/11

Senior Investment Officer (SIO)

Choose from potential opportunities to identify the most
attractive offerings and determine where due diligence
resources will be deployed

Approve fund recommendation and moving forward with due
diligence

Log contact for processing when an investment opportunity is
identified and begin writing review summary
Send new offering correspondence, Side Letter, Placement
Agent policy and disclosure forms to General Partner
-Conduct a thorough due diligence process for each offering
-Review offering memoranda and file
-Review Private Placement Memorandum (not applicable to
separately managed structure) and other related due
diligence materials
-Perform detailed reference checks with limited partners,
consultants, lenders, and other industry contacts
-Attend manager presentations to staff (optional as
presentation may have previously occurred)
-Perform site visit to manager's office to meet investment
staff (optional)
-Review SEC Form ADV (optional as advisors have not been
required to register with the SEC)
-Document rationale for leverage and controls (optional
based on whether firm utilizes leverage))

Contact external legal counsel to assist in analysis of potential
legal structures (optional)
Attend manager presentations to staff (optional as
presentation may have previously occurred)

Review Prudent Man Opinion from the consultant(s)

Attend manager presentations to staff (optional as
presentation may have previously occurred)

Attend manager presentations to staff (optional as
presentation may have previously occurred)

Provide prudent man opinion with appropriate levels of
independent due diligence
Receive, review and file Placement Agent Disclosure forms

Obtain completed Placement Agent Disclosure forms
Make recommendation to SIO to commit/invest capital in
Fund

Prepare an Investment Recommendation memo to commit
capital or otherwise invest in the selected fund.

Notify General Partner verbally or in writing that SBA will
commit capital to the Fund, subject to the successful
negotiation of the Fund contract terms

Assist General Counsel and external counsel in negotiation
and/or resolution of open contractual issues and
structure/form of investment vehicle

Assist General Counsel and external counsel in negotiation
and/or resolution of open contractual issues and
structure/form of investment vehicle (optional)

May Provide Later In Process

----------------------------- ONGOING---------------------------

-- ANNUALLY --

Asset Class Staff

Review recommendation package, complete Acquisition
Checklist Part I and forward all documents

Review and concur with the investment recommendation to
commit capital or otherwise invest in the selected fund.

Approve the investment recommendation commit capital or
otherwise invest in the selected fund contingent on successful
legal negotiations

Contact external counsel with instructions to initiate the legal
review process.
Assist General Counsel and external counsel in negotiation
and/or resolution of open contractual issues and
structure/form of investment vehicle (optional)

Participate with external counsel and asset class to negotiate
and/or resolve open contractual issues - (primarily
interpretation of issues pertaining to Florida Law) and
structure/form of investment vehicle
Receive Negotiation Summary Memo from external counsel
summarizing how SBA's term sheet was incorporated along
with final versions of fund agreements, side letters,
subscription agreements and investor questionnaire

Review contract(s), attach and sign Conflict of Interest
Certification and approve staffing sheet

Prepare staffing documentation and staff contracts to
standardized distribution list

Review contract(s), sign Conflict of Interest Certification and
approve staffing sheet

Review contract(s), sign Conflict of Interest Certification and
approve staffing sheet

Review contract(s) and package, complete Acquisition
Checklist Part II, and approve staffing sheet

Resolve final contract negotiation issues based on staffing
commentary and prepare final contracts for execution
Approve final contract(s) as to legality and present to the
ED&CIO for execution

Verify completion of Conflict of Interest Certification and file
hard copy

The Real Estate, Private Equity, and Strategic Investments asset classes will typically use the depicted process to identify and select Funds. However, alternative approaches can be approved on a case by case basis by the ED & CIO, depending on market opportunities and the needs of the applicable asset classes.

Sign Conflict of Interest Certification and execute final
contract(s)

PUBLIC MARKET INVESTMENT MANAGER SEARCH AND SELECTION PROCESS (For Illustrative Purposes Only)
Asset Class Staff

Senior Investment Officer (SIO)

PREPARED BY RISK MANAGEMENT AND COMPLIANCE AS OF 10/21/11
External Consultant

General Counsel

Risk Management and Compliance

Executive Director & CIO

Review and approve search criteria

Develop the investment manager search criteria in
response to a specific initiative.
Screen manager databases provided by external
sources to identify a universe of managers that meet
the specific investment initiative, supplemented by
firms from internally maintained files

Deputy Executive Director

Provide information on firms that meet the specific
investment initiative

Screen manager universe to develop a list of firms
that meet the search criteria with respect to total
assets under management, product size, experience,
investment strategy and investment performance
(first level)

Screen manager universe to develop a list of firms
that meet the search criteria with respect to total
assets under management, product size, experience,
investment strategy and investment performance
(first level)

Request narrowed list of managers to provide
information on company background, portfolio
process and performance, and proposed fee
structure

Obtain DED approval to rely more fully on the
resources of an external consultant, who will screen
their database to develop short list of candidates to
be interviewed (optional alternative screen)

Evaluate investment performance, investment
processes and organizational issues to identify the
candidate firms that will be interviewed for the
assignment (second level)

Evaluate investment performance, investment
processes and organizational issues to identify the
candidate firms that will be interviewed for the
assignment (second level)

Provide input on finalist list

Recommend additions or deletions to the list of
firms that meet the search criteria

Approve SIO to rely more fully on the resources of an
external consultant, who will screen their database
to develop a short list of candidates to be
interviewed (optional)

Evaluate investment performance, investment
processes and organizational issues to identify the
candidate firms that will be interviewed for the
assignment
Recommend additions or deletions to the final list of
firms for interview

Develop finalist list
Participate in preliminary conference call to discuss
investment, administrative, contractual and legal
issues

Conduct preliminary conference call to coordinate
with finalists and representatives from the General
Counsel to discuss investment, administrative,
contractual and legal issues

Participate in preliminary conference call to discuss
investment, administrative, contractual and legal
issues

Provide IPP policy and certification and Placement
Agent Disclosure forms to finalists

Provide IPP policy and certification and Placement
Agent Disclosure forms to finalists
Interview finalists

Interview finalists

Conduct onsite due diligence (optional)

Conduct onsite due diligence (optional)

Evaluate finalists and provide feedback to SIO

Evaluate finalists, negotiate fees and prepare
recommendation for the DED

Interview finalists

Interview finalists (optional)

Interview finalists (optional)

Interview finalists (optional)

Interview finalists (optional)

Conduct onsite due diligence (optional)
Prepare due diligence memo to be submitted to DED
in conjunction with the SIO's recommendation of
firm(s) to hire

Review compliance with acquisition policy, receipt
of Placement Agent Disclosure, verify acceptance of
compliance with IPP, prepare Acquisition Checklist
and notify the SIO, DED and ERM of any instance of
non-compliance

Obtain completed Placement Agent disclosure forms
and willingness to comply with IPP from finalists
being recommended
Evaluate the recommendation(s) and submit final
recommendation(s) to the ED & CIO for
consideration

Approve the hiring recommendation(s)
Assist General Counsel in negotiation of contractual
issues (optional)

Assist General Counsel in negotiation of contractual
issues (optional)

Negotiate contractual issues with selected
investment managers
Prepare staffing documentation and staff contracts
to standardized distribution list

Review contract(s), attach and sign Conflict of
Interest Certification and approve staffing sheet

Review contract(s), verify Conflict of Interest signed
by SIO and relevant asset class staff, and approve
staffing sheet

Review contract(s), sign Conflict of Interest
Certification and approve staffing sheet
Review contract(s), sign Conflict of Interest
Certification and approve staffing sheet
Resolve final contract issues based on staffing
commentary and prepare final contracts for
execution
Approve final contract(s) as to legality and present to
the ED&CIO for execution

Sign Conflict of Interest Certification and execute
final contract(s)
Send copy of final contract to investment managers
and forward completed Conflict of Interest

Verify completion of Conflict of Interest Certification
and file hard copy

Asset Class Staff

Senior Investment Officer (SIO)

PREPARED BY RISK MANAGEMENT AND COMPLIANCE AS OF 10/20/11
Investment Advisor

Deputy Executive Director

General Counsel

Risk Management and Compliance

Executive Director & CIO

Review applicable Allocation Policies (i.e., Strategic Plans)
annually and update as necessary

Review and concur with Allocation Policies

Approve Allocation Policies

Produce an Annual Investment Work Plan and submit to DED
for concurrence and ED & CIO for approval

Review and concur with Annual Investment Work Plans

Approve Annual Investment Work Plans

Evaluate the recommendation(s), sign Conflict of Interest
Certification (for single asset investments only at this stage),
and submit final recommendation(s) to the ED & CIO for
consideration

Approve the acquisition recommendation(s), and sign Conflict
of Interest Certification (for single asset investments only at
this stage)

Conduct ongoing dialogue with investment managers,
consultants, brokers, and operators to ensure their
understanding of SBA desired investment parameters

Review acquisition opportunities presented by Investment
Advisor and request further analysis if applicable

Screen and present investment opportunities to SBA Asset
Class staff
Prepare investment analysis package for presentation to SBA
Asset Class

Review investment analysis package

Draft non-binding letter of intent / term sheet to be sent to
property seller (optional)

Determine whether further due diligence will be conducted

Send Placement Agent Disclosure Policy and Certification to
Investment Manager
Sign and return Placement Agent Disclosure Certification to
SBA Asset Class

Conduct site visit for each investment selected (optional at
this stage)
Prepare investment recommendation memo (including
Conflict of Interest Certifications to be signed by DED and ED &
CIO) for concurrence by SIO, DED, and approval by ED & CIO

Evaluate the recommendation(s), concur, and submit
recommendation to DED for consideration

Conduct site visit for each investment selected (if not
conducted previously)

Authority delegated by ED & CIO to execute single asset
agreements - all other agreements are executed by ED& CIO

Delegate Investment Management Agreement execution
authority to SIO-RE for single asset acquisitions only

Inform Asst. General Counsel that ED & CIO approval has been
received

Engage external counsel to initiate the legal review process
and coordinate legal issues throughout the acquisition process

Conduct a thorough due diligence process in concert with
Investment Advisor for each investment selected (including
market condition assessment, environmental study, property
condition assessment, lease review, financial review,
regulatory review, and credentials check, if applicable)

Negotiate purchase agreement terms via the Investment
Manager, General Counsel, and external counsel

Conduct a thorough due diligence process for each investment
selected

Negotiate purchase agreement terms via the Investment
Manager, General Counsel, and external counsel (optional)

Negotiate Investment Management Agreement terms
(including fees) with the Investment Manager

Negotiate purchase agreement terms on behalf of the SBA

Assist in negotiation of purchase agreement

Negotiate Investment Management Agreement terms with
the SBA

Assist in negotiation of Investment Management Agreement

Coordinate and document tax review, if deemed appropriate
Coordinate or form Title Holding Entity in accordance with SBA
policy, if applicable

Provide final Investment Committee Recommendation to SBA

Concur on tax strategy with Asset Class
Prepare staffing documentation, include Conflict of Interest
Certification and staff contracts to standardized distribution
list
Porfolio Manager signs Conflict of Interest Certification (and
staffing sheet, if applicable) and forwards Investment
Management Agreement on either single or multiple asset
path
Multiple Asset Path

For multiple asset acquisitions: Review contract(s), sign
Conflict of Interest Certification, approve staffing sheet and
forward to Compliance for checklist completion

Review compliance with acquisition policy, verify Conflict of
Interest Certification signed by SIO and relevant asset class
staff, verify receipt of Placement Agent Disclosure, and
prepare Acquisition Checklist
Review contract(s), sign Conflict of Interest Certification and
approve staffing sheet
Resolve final contract issues based on staffing commentary
and prepare final contracts for execution

Single Asset Path

---------------------------------------------------------------------------------------------------------------------------------------------------------------------------------- TRANSACTION SPECIFIC ------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------------ONGOING
ANNUALLY

DIRECT OWNED PRIVATE MARKET REAL ESTATE ACQUISITION PROCESS (FOR ILLUSTRATIVE PURPOSES ONLY)

Approve final contract(s) as to legality and present to the
ED&CIO for execution

Sign Conflict of Interest Certification, and execute final
contract(s) for multiple asset acquisitions
Verify completion of Conflict of Interest Certification and file
hard copy

Single Asset Path
For single asset acquisitions: Sign Conflict of Interest
Certification and execute final contract(s)

For single asset acquisitions: Review compliance with
acquisition policy,verify Conflict of Interest certification signed
by relevant asset class staff, verify receipt of Placement Agent
Disclosure, prepare Acquisition Checklist and send back to SIORE for contract execution
Verify completion of Conflict of Interest Certification and file
hard copy
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10-010

Investment Management Acquisition

Current Update: 09/16/10
Original Issuance: 07/01/88

Purpose
This policy describes the roles and responsibilities of State Board of Administration staff
in the acquisition of investment management services.

Policy
It is the policy of the Executive Director & CIO of the State Board of Administration (SBA)
that:
Firms engaged for the purpose of providing discretionary portfolio investment
management services shall be engaged in a fair and consistent manner and in
accordance with approved procedures and criteria. Additionally, significant consideration
will be given in the acquisition of active equity and fixed income investment
management providers as to whether such organizations can conform and comply with
the Investment Protection Principles (Appendix A).

Background and Implementation
New managers or investment products are added to an asset class within the FRS
Pension Plan or other similarly managed client portfolios, and FRS Investment Plan
portfolios for a variety of reasons, including, but not limited to, the need for increased
investment capacity, addition of new strategies or styles, and termination of existing
managers or investment products. Investment products may include separate accounts,
mutual funds, fixed accounts and stable value accounts acquired directly or through
bundled provider arrangements.
The Senior Investment Officers are responsible for developing search criteria, identifying
and evaluating firms that meet the criteria, discussing candidates and analytical material
with the investment consultant, participating in finalist interviews and making
recommendations to the Deputy Executive Director (DED).
The investment consultant, as needed, will support the process by reviewing and
evaluating the candidate list, performing organizational reviews of the candidate firms,
producing performance and risk analysis reports, participating in finalist interviews as
needed and evaluating staff recommendations.
The implementation requirements above apply to the public market asset classes and to
the real estate asset class for the acquisition of REIT related investment management
services. Private market asset classes utilize a similar process when incorporating new

investment strategies into their asset class. However, the process must typically be
supplemented with RFIs due to the lack of comprehensive manager/product information
in the investment consultant’s database. Further, the analytical information supplied by
the consultant will differ from that provided to public markets due to the unique nature
of these markets. Additionally, the process for adding new managers/products in existing
strategies will be similar but will not typically involve the investment consultant. However,
the DED, in conjunction with the private market asset classes, must develop and
maintain asset class manager/product acquisition policies which mirror the public
market policies to the extent possible.
The DED is responsible for evaluating the recommendations provided by the Senior
Investment Officers regarding new investment managers, investment products or
bundled providers and submitting final recommendations to the Executive Director & CIO
for consideration. To the extent possible, the DED will participate in finalist interviews in
order to appropriately evaluate the Senior Investment Officer recommendations.
All primary SBA staff involved with the recommendation for investment management
acquisition must complete an “External Investment Management and Private Market
Investment Acquisition Conflict of Interest Certification” form. Primary SBA staff includes
both the applicable asset class portfolio manager and Senior Investment Officer, as well
as the DED and Executive Director & CIO. SBA staff involved in the investment
management acquisition process are required to promptly disclose any conflict of
interest with a prospective investment management service provider, refrain from
discussing any matters to which the conflict is related, and recuse themselves from
acting in any matters associated with the acquisition of the prospective investment
management service provider. The conflict certification must be completed by SBA staff
prior to contract execution.
The General Counsel will provide legal support and contract development.
The Executive Director & CIO shall make final decisions on the selection of investment
management firms, investment products and bundled providers and shall be responsible
for executing contracts for these services.

Compliance
The DED and Senior Investment Officers are assigned primary responsibility for
compliance with this Policy. Each Senior Investment Officer shall develop policies and
procedures to ensure that a fair and consistent investment manager selection process is
used within the asset class and across asset classes when feasible and shall maintain
adequate records to demonstrate compliance with this Policy.
Risk Management and Compliance may review and test compliance with this Policy as
deemed necessary.

State Board of Administration
Deputy Executive Director Policies and Guidelines

Policy:
Number:
Original Issuance:
Latest Effective Date:

External Investment Manager Selection
15-010
December 1, 2008
December 1, 2008

Executive Director:

Deputy Executive Director:

Purpose and Scope
This policy describes the process to identify and select external investment managers, including
those utilized for the FRS Investment Plan. This policy does not apply to private market closed
end funds or limited liability entities or internally managed portfolios.
Policy
It is the policy of the Deputy Executive Director (DED) that:
Organizations employed for the purpose of providing discretionary portfolio investment
management services shall be selected in a fair and consistent manner, in accordance with SBA
Investment Management Acquisition Policy 10-010.
Guidelines and Implementation
New investment managers are added for a variety of reasons including, but not limited to the
need for increased investment capacity, enhanced diversification, the addition of new strategies
or styles, and the termination of existing investment managers.
It is the responsibility of the Senior Investment Officer responsible for the applicable asset class
or individual mandate (i.e., Applicable SIO) to develop the investment manager search criteria in
response to a specific initiative. The criteria provide the broad parameters that ultimately
determine the universe of eligible managers.

Once the search criteria are reviewed and approved by the DED, the Applicable SIO uses the
following process to identify firms that will ultimately be interviewed and recommended for the
assignment:
Develop Manager Universe. Manager databases provided by external sources will be
screened to identify a universe of managers that meet the specific investment initiative. The
resulting list may be supplemented with firms provided by investment consultants, and
internally maintained files.
First-Level Screen. The manager universe will be screened to develop a list of firms that
meet the search criteria with respect to total assets under management, product size,
experience, investment strategy and investment performance. The purpose of this step is to
eliminate managers early in the process that would not be seriously considered due to size,
experience, or focus. In the event that screening on these elements still results in a large
number of managers to evaluate, additional screens may be added (i.e., risk-adjusted returns)
to reduce the number of firms to a more manageable level. An external investment consultant
will have an opportunity to recommend additions or deletions to the final list.
Second-Level Screen. Remaining managers will be requested to provide comprehensive
information regarding performance, portfolio composition, personnel, organizational history
and structure, proposed fees, and any other information deemed necessary to make an
informed decision. The Applicable SIO, in conjunction with an external investment
consultant, will evaluate risk-adjusted investment performance, investment processes and
organizational issues to identify the candidate firms that will be interviewed for the
assignment.
Alternative Screen. As an alternative to the investment manager selection process described
above, the Applicable SIO, with the concurrence of the Deputy Executive Director (DED),
may instead rely more fully on the resources of an external consultant. Under this approach,
after discussions with the Applicable SIO, an external consultant will screen their database to
develop a short list of candidates to be interviewed.
Significant consideration will be given to managers as to whether such organizations can
conform and comply with the Investment Protection Principles (see Executive Director
Policy #10-017).
Preliminary Conference Call. The Applicable SIO will coordinate with the finalists and with
representatives from the Offices of the General Counsel and Financial Operations to discuss
preliminary investment, administrative, contractual and legal issues. Additional cuts may be
made as a result of these discussions if outstanding issues are not resolved.
Schedule Manager Interviews. The Applicable SIO will have staff develop and distribute
interview materials and schedule interviews with the finalists. Interview attendees may
include but not be limited to the Executive Director, compliance staff, an external investment
consultant, and the DED.

Recommend Managers. Following the completion of the interview process and any
additional discussion and analysis, the Applicable SIO will evaluate the finalists and
recommend to the DED the firm or firms for the assignment. The recommendation will be
accompanied by an external investment consultant’s due diligence memo. The DED is
responsible for evaluating the recommendation(s) and submitting the final
recommendation(s) to the Executive Director for consideration, upon completion of the final
compliance process check by the designated asset class compliance officer (see below).
Following the Executive Director’s approval of the hiring recommendation, the Applicable
SIO and the General Counsel’s office will negotiate any remaining contractual issues with
the selected investment managers. The legality of the final contract or contracts is approved
by the General Counsel and presented to the Executive Director for execution.
Compliance
The Applicable SIO is assigned primary responsibility for compliance with these policies and
guidelines. The Applicable SIO may develop additional procedures to implement this policy and
shall maintain sufficient documentation to demonstrate compliance with this policy. The
designated asset class compliance officer shall review compliance with this policy prior to final
submittal of recommendations to the Executive Director and will notify the Applicable SIO,
DED and Enterprise Risk Management (ERM) of any instance of non-compliance with this
policy.
ERM may review and test compliance with this policy as deemed necessary.

State Board of Administration
Deputy Executive Director Policies and Guidelines

Policy:
Number:
Original Issuance:
Latest Effective Date:

Private Markets Individual Fund Selection
15-510
July 1,2010
July 1,2010
..

Executive Director & CIO:
Deputy Executive Director:

Purpose and Scope
To establish a comprehensive and consistently applied process to identify and select individual
limited partnerships with a committed capital, hedge fund, or hybrid format (i.e., "Funds") for the
Real Estate, Private Equity, and Strategic Investments asset classes. It is acknowledged that during
the due diligence and negotiation process, the SBA may have the opportunity to elect a separate
account format rather than a Fund.
Policy
It is the policy of the Deputy Executive Director (DED) of the State Board of Administration of
Florida (SBA) that:
Funds shall be selected in a fair and consistent manner in accordance with pre-approved procedures
and criteria.
Guidelines and Implementation
The Real Estate, Private Equity, and Strategic Investments asset classes will typically use the
following process to identify and select Funds. However, alternative approaches can be approved
on a case-by-case basis by the Executive Director & CIa, depending on market opportunities and
the needs of the applicable asset classes.
Scope
These procedures apply to all commitments to Funds, except those for which an alternative
search process is utilized.
Responsibilities
The applicable Senior Investment Officer is responsible for coordinating and documenting
completion of all the requirements, including coordinating with consultants.

Process
The selection process for Funds is distinctly different from public market separate account
investment managers primarily due to the fact that investments may be structured as limited
partnerships with very specific offering periods that cycle on average every 4-6 years or, in the
case of hedge funds, may have periodic openings and closings to new investors. The limited
window of opportunity to commit capital to a Fund calls for a more proactive and opportunistic
approach to manager selection.
Fund selection requires the completion ofthe following steps:
Phase I - Annual Portfolio Evaluation
At the start of each fiscal year, the applicable Allocation Policies (i.e., Strategic Plans) will
be reviewed and, if necessary, updated to reflect the needs of the SBA and market
conditions.
Also at the start of each fiscal year, the applicable Senior Investment Officer will produce
an Annual Investment Work Plan for each asset class. The Plans will reflect research from
both staff and consultants. Portfolio analysis, cash flow forecasting and availabilities of
non-Fund investments and vehicles will be utilized to determine the annual capital
commitment to Funds for the asset class. The analysis will also divide the annual capital
commitment into sub-asset class commitments. This sub-asset allocation will be used to
establish commitment targets for the year. These sub-asset targets will be the basis for the
asset class' investment activity, although market opportunities will play an important role in
determining interim allocations.
The Annual Investment Work Plans will be submitted to DED for concurrence and
Executive Director & CIa for approval.
Phase II - Fund Sourcing
As a large and active investor in private market investments, the SBA sees the majority of
relevant Fund offerings in the market. In most cases, the general partner or its placement
agent contacts the SBA directly to solicit a commitment to the partnership or hedge fund
investment.
These contacts are made via telephone calls, direct mail and e-mail
correspondence.
Additionally, the SBA's consultant(s) receives and reviews an even broader array of
offerings, many of which would not be appropriate in the scope of the SBA's applicable
Annual Investment Work Plan. SBA consultant(s) will provide applicable Senior
Investment Officers with periodic updates of their general Fund log(s) or specific lists of
Funds for the SBA' s consideration.

Senior Investment Officers will also maintain a proactive Fund sourcing approach to
identify competitive/oversubscribed Funds that may not be widely marketed or open for
only limited periods of time. This approach requires strong relationships and
communication with market participants.
In order to effectively track the various opportunities in the market, applicable Senior
Investment Officers will periodically review Logs of potential Funds ("Fund Logs"). The
Fund Logs will provide summary information about each investment opportunity and be
used at regular internal asset class staff meetings as the basis for screening the various
funds. Fund Logs should reflect input from consultants regarding Funds they have
underwritten or plan to underwrite (e.g., Townsend's Due Diligence Summary).
When actively sourcing new Fund investments, asset class staff will utilize the following
procedures:
•

•
•
•

Staff conducts ongoing lead generating dialogue with industry contacts
(consultants, limited partners, general partners, etc.) to maximize high
quality deal flow regarding Funds and alternative vehicles (e.g., separate
accounts, programmatic joint ventures, etc.).
When staff identifies an investment opportunity, the contact is forwarded
for processing.
A new offering correspondence with attachments is sent.
Responses are added to the applicable Fund Log and offering memoranda
received are reviewed by staff and filed.

Phase II1- Preliminary Fund Selection
As staff and consultant(s) identify investment opportunities, they are entered into the
applicable Fund Logs. Staff must choose from the potential opportunities to identify the
most attractive offerings and determine where due diligence resources will be deployed. A
combination of a forward calendar and review of previously unanticipated offerings and
availabilities of non-Fund investments and vehicles will be considered, including:
•
•
•

Fund Log is circulated to staff periodically; reports include internal Fund sourcing
and Funds under review by consultant(s).
Staff meets regularly to discuss and evaluate current offerings and market
opportunities.
Staff identifies most attractive offerings and dedicates additional due diligence
resources based initially on the following factors:
1. The offering's fit within the scope of the applicable Annual Investment
Work Plans
2. The SBA's history with the firm
3. Prior fund or other investments
4. Co-investments

5. Secondary investments
6. Consultant's disposition on the offering
7. Professional judgment of Senior Investment Officer and supporting staff
Phase IV - Due Diligence
Upon selecting the most attractive investment opportunities from the broad list of offerings
in the market, staff will conduct a thorough due diligence process for each offering. The
result of the process will be the recommendation to commit/invest capital in the offerings
that are deemed most attractive by Senior Investment Officers.
The due diligence process will consist of the following steps:
1. Detailed review of the Private Placement Memorandum and other related due
diligence materials.
2. Quantitative analysis by consultant(s).
3. Initial manager presentation to staff.
4. Visit(s) to manager's office(s) by SBA and/or consultant to meet with investment
staff.
5. Detailed reference checks with limited partners, consultants, lenders, and other
industry contacts.
6. Prudent man opinion from the consultant(s), with appropriate levels of independent
due diligence.
At any point in the due diligence process, Senior Investment Officers may choose to reject
the offering.
Phase V - Recommendation and Executive Approval
Upon completing the due diligence process, Senior Investment Officers will prepare an
Investment Recommendation to Executive Management that the SBA commit capital or
otherwise invest in the selected Fund. This recommendation will include relevant Fund
information such as background on the general partner/investment firm, historical returns,
investment merits and risks, liquidity provisions, expected contractual terms and other
relevant information.
The Investment Recommendation will be provided for concurrence from the DED and
approval from the Executive Director & CIO.
Upon approval of the recommendation, the Fund manager will be notified in writing that the
SBA will commit capital to the Fund, subject to the successful negotiation of the Fund
contract terms.

Phase VI - Negotiation of Fund Contract Terms
Upon approval of the Investment Recommendation, SBA General Counsel will contact
External Counsel with the instructions to initiate the legal review process. Senior
Investment Officers will work directly with General Counsel and External Counsel to
coordinate and assist with the legal negotiations.
Upon successful negotiation of terms, the final contract is circulated according to SBA
policies and ultimately forwarded to the Executive Director & CIO for final approval.
Compliance
The applicable Senior Investment Officers are assigned primary responsibility for remaining in
compliance with this policy. The Senior Investment Officers shall maintain sufficient
documentation to demonstrate compliance with this policy and may develop additional
procedures as necessary to implement this policy.
Risk Management & Compliance may review and test compliance with this policy, as deemed
necessary, and report to the Executive Director & CIO.
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Purpose and Scope
This Policy provides a broad strategic framework for managing the Private Equity investment
program. It outlines the asset allocation, strategic objectives, investment philosophy, roles and
responsibilities, performance objective, benchmark, portfolio structure, and risk management
controls and tactics. This Policy is designed to provide sufficient flexibility for staff, external
investment advisors and funds to achieve the expected returns and control risks.
Policy Statement
It is the policy of the Deputy Executive Director (DED) of the State Board of Administration
(SBA) that:
The Senior Investment Officer of Private Equity & Strategic Investments (SIOPE&SI) is
responsible for the maintenance of an aggregate managed portfolio consistent with approved
strategic objectives, investment philosophy, roles and responsibilities, performance objectives,
benchmarks, aggregate portfolio structural parameters, and risk management controls and tactics.
Further, the SIOPE&SI will annually submit a written investment work plan for the concurrence of
the DED and approval ofthe Executive Director & CIO.
Guidelines and Implementation
Total Fund Asset Allocation
The Private Equity asset allocation target will be established in the FRS Pension Plan
Investment Policy Statement as 4% with a range of 0% to 7% and will provide the basis for
establishing a long-term annual commitment target to the asset class. The asset class will be
managed toward that policy target as prudently as possible. However, attaining the target
level, especially in periods immediately after a change, typically will take multiple years.

Strategic Obiectives
This Policy contemplates building a portfolio of investments that provides a 300 basis points
premium when compared to the Russell 3000 Index return and exceeds a fund-based private
equity benchmark (e.g., from Venture Economics or Cambridge Associates). Diversification
with respect to the Russell 3000 Index is not a primary objective. The Pension Plan also
seeks to position the SBA as a preferred investor within the Private Equity marketplace and
maximize access to competitive investment opportunities.
Process. Roles and Responsibilities
The delineation of roles and responsibilities are important for the efficient and effective
management of both the SBA and the investment assets. The duties and responsibilities ofthe
Executive Director & CIO, DED, SIOPE&SI, and Private Equity Consultant in relation to the
Private Equity asset class are as stated below.
Executive Director & CIO
The Executive Director & CIO is responsible for approving this Policy; the Annual
Investment Work Plan; and all Fund and investment manager recommendations. The
DED will provide a review, for concurrence purposes, of the foregoing documents
prior to submission to the Executive Director & CIO. The authority to effectuate the
preceding and perform ownership responsibilities will be delegated in writing to the
SIOPE&SI by the Executive Director & CIO.
Senior Investment Officer-Private Equity & Strategic Investments
The SIOPE&SI's duties include, but are not limited to, the following:
1. Recommend updates to this Policy when appropriate, but with a review no
less frequently than biennially
2. Prepare the Annual Investment Work Plan in coordination with the Private
Equity Consultant. The Annual Investment Work Plan will detail specific
commitment targets for each sub-asset type and will be submitted for
concurrence by the DED and approval by the Executive Director & CIO
3. Manage all day-to-day operations of the asset class
4. Monitor performance
5. Evaluate new investment opportunities
6. Recommend new investments consistent with the Annual Investment Work
Plan
7. Manage relationships with external consultants and service providers
8. Maintain and enhance the SBA's reputation as a "preferred investor"

Private Equity Consultant
The Consultant assists the SBA with policy and strategy recommendations, including,
but not limited to:
1. Preparing quarterly and annual performance reports
2. Providing external manager monitoring
3. Proactively providing independent advice and counsel to the SIOPE&SI, DED
and Executive Director & CIa in order to improve the effectiveness of the
Private Equity Asset Class.
Performance Objective
The asset class is expected to exceed the performance benchmarks over a full market cycle,
generally defined as rolling five-year periods. The asset class returns will be calculated after
management fees. Dollar weighted measures are considered by the industry to be AIMRcompliant for the Private Equity Asset Class.
Performance Benchmark
The benchmarks for Private Equity are: 1) 300 basis points over the Russell 3000 index
return and 2) a fund-based private equity benchmark (e.g., from Venture Economics or
Cambridge Associates).
Philosophy
The success of a private equity investment program is highly dependent on fund selection.
The SBA will utilize a structured process to build a forward calendar to pro actively engage
potential general partners that might complement the program. Over time, the roster of
general partners will be managed to ensure that a relatively concise set of core partnerships
are maintained, with pruning and adding of new relationships over time as needed.
Commitments will be sized to mitigate concentration risk. Direct Fund investments will be
preferred over Fund of Fund structures because of cost and other considerations, unless it is
otherwise determined that the Fund of Fund has sufficient expertise, resources or deal flow to
compensate for other factors.
Portfolio Structure
The Private Equity Asset Class will generally fall within the following broad categories:
•

•

Leveraged Buyouts/Corporate Restructurings
• Large buyouts
• Middle-market buyouts
• Lower-middle market and small market buyouts
Growth Capital

•

•

Venture Capital
• Early-stage
• Late-stage
Secondary Investments

International investments will tend to fit within specific sectors of the categorization and not
be categorized separately. There will be overlap between categories (i.e. large buyout of a
natural resource company). Other investments types may be considered in the future
depending on market conditions and fund offerings (e.g., natural resources, energy, etc.).
Approved Investments Types and Target Allocations
Sub-Asset Class/Type*
Leveraged Buyout
Venture Capital and Growth Capital
Special Situations (Secondaries, Other)

Target %
65%
15%
20%

Target Range
50-80%
5-20%
10-30%

*Intemational Investments occur across all sub-asset classes and will be accounted for accordingly.
will also be overlap between categories.

There

Risk Management
Investments will be subject to a combination of risks, including the following:
1. Capital Risk - The risk of losing the original investment.
2. Credit Risk - The risk that the issuerlborrower/counterparty will not make scheduled
payments.
3. Inflation Risk - The risk that the investment will return below the rate of inflation.
4. Interest Rate Risk - The risk that changes in interest rates will decrease values.
5. Liquidity Risk - The risk that the private equity funds are unable to provide
distributions or funds cannot be sold on the secondary market at reasonable prices.
6. Market Risk - The risk that adverse market shifts will cause losses.
7. Active Management Risk - The risk that fund/portfolio implementation decisions will
cause under-performance relative to the portfolio's benchmark.
8. Agency Risk - The risk that interests are misaligned between an external investment
manager or general partner and the SBA.
9. Operational Risk - The risk that non-investment processes necessary to the
implementation of the investment fail.
10. Leverage Risk - The risk that investments that have express or hidden leverage
features or significant elements of optionality will have amplified sensitivity to some
of the preceding risks.
11. Maverick Risk - The risk that the use of non-traditional investments leads to external
criticism that the SBA has acted inconsistent with prevailing peer practices.
Risk management will be effected through a combination of quantitative and qualitative
efforts, including:

1. The overall size of the Private Equity Asset Class is limited by the Investment Policy
Statement.
2. The development and implementation of new Private Equity programs will follow a
prudent and diligent process.
3. In general, asset class investments will be diversified across multiple dimensions:
a. Across the sub-asset class sectors, according to the long-term sector allocation
ranges.
b. Within asset type sectors.
c. Across funds and general partners.
d. Within individual funds, subject to approved portfolio guidelines or
contractual agreements.
4. The following risks will be managed by delegated fund managers on either an
absolute or relative basis, depending on the assignment: Capital Risk, Credit Risk,
Inflation Risk, Interest Rate Risk, Liquidity Risk and Market Risk.
5. Active management risk, agency risk, operational risk and leverage risk will be
mitigated through the following:
a. Funds selected to implement strategies will be subject to pre-hire due
diligence reviews using expert investment consultants as appropriate.
b. Funds will be subject to ongoing monitoring of organizations, process and
performance (including ex post performance analytics and attribution, as
applicable).
c. Contractual agreements and side-letters will be negotiated.
Compliance
The Senior Investment Officer of Private Equity & Strategic Investments (SIOPE&SI) is assigned
primary responsibility for remaining in compliance with this policy. The SIOPE&SI may develop
additional procedures as necessary to implement this policy shall maintain sufficient documentation
to demonstrate compliance with this policy.
Risk Management & Compliance may review and test compliance with this policy as deemed
necessary.
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Purpose and Scope
To describe the direct private market acquisition strategy and policies of the Real Estate Asset
Class ofthe State Board of Administration (SBA).
Policy Statement
It is the policy of the Deputy Executive Director (DED) that direct acquisitions of private market
real estate shall be effected in a fair and consistent manner in accordance with pre-approved
procedures and criteria.
Guidelines and Implementation
Acquisition shall be consistent with the Real Estate Allocation Policy (i.e., Strategic Plan), Real
Estate Annual Investment Work Plan and applicable policies. Additional requirements include:
•
•

The goal is to derive the return from wholly-owned and joint ventures properties
primarily from current income .
To acquire investment properties on a leased fee basis or other basis as approved by the
SIO-RE or DED. Exceptions may be made on a case-by-case basis in those instances
where the SBA's staff and advisors recognize opportunities to realize exceptional returns
by acquiring a leasehold estate, i.e. a property subject to a ground lease. The following
guidelines should be followed when acquiring a lease hold estate:
The remaining term of the ground lease must be of such a length as to provide the
Board unimpaired investment liquidity.
The underwriting of the transaction must address the SBA's exit strategy and the
effect that the ground lease has on projected returns.

•

All acquisitions of private market real estate are to be recommended by the Senior
Investment Officer-Real Estate (SIORE), for the concurrence of the DED and approval
by the Executive Director & CIO.

Legal and Tax Issues
The Assistant General Counsel, Real Estate (AGCRE) shall:
•
•
•

•
•

Coordinate the legal issues throughout the acquisition of the asset.
Be responsible for obtaining title insurance on behalf of the real estate portfolio.
Select and approve, together with the Real Estate Senior Acquisition Manager, and on the
advice of external counsel, the vehicle by which title to each real estate asset will be held,
in accordance with SBA policy.
Form the Title Holding Entity in accordance with SBA policy or coordinate its formation
with outside counsel.
Coordinate and document outside counsel tax review of the investment during the
acquisition process where it is deemed appropriate, including:
o
o
o
o

Identify and analyze any Unrelated Business Income (UBI) issues.
Advise the SBA if Unrelated Business Income will produce taxable income.
Identify and analyze any state tax(es) that could be imposed on the asset or
Income.
Identify available federal and state exemptions from tax and the likelihood that
such exemptions could be obtained.

The AGCRE shall be responsible for determining if a tax opinion letter or memorandum is to be
requested from external counsel. If such an opinion or memorandum is provided, it shall be
reviewed by the AGCRE and the designated acquisition and management staff within the asset
class. The AGCRE and the acquisition and management team members shall concur on and
implement an acquisition tax strategy to avoid or to minimize tax liability.

Compliance
The SIORE is assigned primary responsibility for remaining in compliance with this policy. The
SIORE may develop additional procedures as required and shall maintain sufficient
documentation to demonstrate compliance with this policy. The General Counsel has
responsibilities for remaining in compliance with applicable portions of this policy.
Risk Management & Compliance may review and test compliance with this policy as deemed
necessary.
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Purpose and Scope
To set forth the policies and guidelines for the disposition of real estate investments directly
owned by the State Board of Administration (SBA).
Policy Statement
It is the policy of the Deputy Executive Director (DED) that the directly-owned real estate asset
disposition process shall be governed by a set of guidelines and procedures designed to provide
proper controls and oversight of each disposition transaction.
Guidelines and Implementation
The SBA is an active real estate investor and acquires, with the intent to hold and manage,
institutional quality real estate including office, retail, industrial, multi-family and other
properties. The portfolio is actively managed and this entails disposing of selected properties
periodically. The process followed by the SBA's real estate staff for dispositions shall be as
follows:
•
•

•

•
•

Subsequent to acquisition, the primary responsibility for a property is transferred to the
Portfolio Management section ofthe Real Estate asset class.
During the hold period of the property, Portfolio Management will annually or as
requested, solicit "hold/sell" recommendations from the Investment Advisor overseeing
the asset in question.
Portfolio Management will evaluate the recommendation
and make a final
recommendation, with Acquisition staff input, to the Senior Investment Officer - Real
Estate (SIORE).
The SIORE shall be responsible for making the final recommendation on whether to
dispose of a property.
Final negotiated terms of the disposition shall be recommended by the SIORE for the
concurrence of the DED and approval of the Executive Director & CIO.

•
•

•

Subsequent to the decision to dispose of a property, Portfolio Management will
coordinate the disposition with the Investment Advisor overseeing the asset in question.
The Investment Advisor shall keep Real Estate Portfolio Management and Acquisitions
staff informed of any changes to the transaction resulting from due diligence and will be
required to receive approval to proceed.
Significant changes to the SBA's Purchase and Sale Agreement must receive Portfolio
Management approval, with input from Assistant General Counsel - Real Estate
(AGCRE). Portfolio Management and the AGCRE shall work with outside counsel to
oversee contract negotiations and the closing process. Any changes to the selling price
from the original bid acceptance must be approved by the SIORE prior to closing.

Compliance
The SIORE is assigned primary responsibility for remaining in compliance with this policy. The
SIORE may develop additional procedures to implement this policy and shall maintain sufficient
documentation to demonstrate compliance with this policy.
Risk Management & Compliance may review and test compliance with this policy as deemed
necessary.
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Purpose and Scope
This Policy provides a broad strategic framework for managing the real estate investment
program. It outlines the asset allocation, strategic objectives, roles and responsibilities,
performance objective, benchmark, portfolio structure, and risk management objectives. This
Policy is designed to provide sufficient flexibility for staff, external investment advisors and
funds to achieve the expected returns and control risks.
Policy Statement
It is the policy of the Deputy Executive Director (DED) of the State Board of Administration
(SBA) that:
The Senior Investment Officer of Real Estate (SIORE) is responsible for the maintenance of an
aggregate managed portfolio consistent with approved strategic objectives, investment philosophy,
roles and responsibilities, performance objectives, benchmarks, aggregate portfolio structural
parameters, and risk management controls and tactics. Further, the SIORE will annually submit a
written Annual Investment Work Plan for the concurrence of the DED and approval of the
Executive Director & CIO.
Guidelines and Implementation
Total Fund Asset Allocation
The Real Estate target allocation within the fund is established in the FRS Pension Plan
Investment Policy Statement. The 2010 asset/liability study authorized a 7% net asset value
target to Real Estate with a range of 2%-12%. The range is intended to allow the SBA to
execute its tactical investment strategies. In order to maintain the target allocation, SBA may
make allocations in excess of the target allocation. There may be other times when the SBA
will be below its target as it executes tactical investment strategies.

Strategic Obiectives
The role ofthe Real Estate Asset Class for the SBA is to:
•
•
•

Diversify the total SBA plan assets due to the low correlation of private market real
estate to equities and fixed income investments.
Provide a potential hedge against inflation.
Provide a total return over multiple market cycles that is competitive on a riskadjusted basis with the returns provided by equity, fixed income and other available
asset classes.

Process. Roles and Responsibilities
The delineation of roles and responsibilities are important for the efficient and effective
management of both the SBA and the investment assets. The duties and responsibilities of the
Executive Director & CIO, DED, SIORE, and Real Estate Consultant in relation to the Real
Estate Asset Class are as stated below.
Executive Director & CIO
The Executive Director & CIO is responsible for approving this Policy; the Annual
Investment Work Plan; and all investment advisors, investment acquisitions, dispositions
and financings of Principal Investments and externally managed funds, investment
manager agreements and joint ventures. The DED will provide a review, for concurrence
purposes, of the foregoing documents prior to submission to the Executive Director &
CIO. The authority to effectuate the preceding and perform ownership responsibilities
will be delegated in writing to the SIORE by the Executive Director & CIO.
Senior Investment Officer-Real Estate (SIORE)
The SIORE is responsible for the following (not to exclude reasonably delegating tasks in
the course ofleading the Real Estate unit):
1. Recommending updates to this Policy, as needed, but no less frequently than
biennially.
2. Preparing the Annual Investment Work Plan in coordination with the consultant and
DED.
3. Managing the day-to-day affairs of the Real Estate Asset Class within the
framework provided under this Policy, Annual Investment Work Plan and specific
delegations.
4. Developing procedures that address the operations and administration of the
investment program.
5. Overseeing the conduct of the Principal Investment program, including reviewing
proposed acquisitions, dispositions, financing activities, and annual business plans.
6. Overseeing the conduct of the Externally Managed Real Estate program, including
reviewing proposed fund investments, development of the forward calendar and
negotiations.

7. Conducting and managing searches for professional service providers in accordance
with applicable SBA policies.
Real Estate Consultant
The Consultant assists the SBA with policy and strategy recommendations, including, but
not limited to:
1. Preparing quarterly and annual performance reports.
2. Providing Fund, separate account advisor and other investment provider monitoring.
3. Pro actively providing independent advice and counsel to the SIORE, DED and
Executive Director & CIO in order to improve the effectiveness of the Real Estate
Asset Class.
Performance Objective
The Real Estate Asset Class is expected to exceed the performance benchmark over a full
market cycle, generally defined as rolling five-year periods. The asset class returns will be
calculated after management fees.
Performance Benchmark
The performance benchmark for the Real Estate Asset Class is a composite
composed of an average of the National Council of Real Estate Investment
(NCREIF) Fund Index - Open-ended Diversified Core Equity, NET of fees,
90%, and the FTSE EPRAINAREIT Developed Index, in dollar terms, net of
taxes on non-resident institutional investors, weighted at 10%.

benchmark
Fiduciaries
weighted at
withholding

External Management
External Managers
The private and public market real estate investment programs are managed in
conjunction with external real estate investment advisors, joint venture partners, and
pooled funds. External managers and funds are selected in accordance with established
selection policies and procedures.
Implementation Process
Managers for direct owned investments are generally engaged on a non-discretionary
basis, as the SBA investment staff retains the authority to approve acquisitions,
dispositions, financing activities and annual business plans. Notwithstanding the
preceding, in some instances separate account managers may be given discretion subject
to certain investment criteria and governance structures established by staff; e.g., joint
ventures. Pooled funds are discretionary relationships where the manager of the fund has
control over all investment decisions.

The investment program is guided by an Annual Investment Work Plan which is prepared
by the SIORE for concurrence by the DED and approval by the Executive Director &
CIO. This Plan identifies major investment objectives and initiatives for the asset class
for at least the next year including projections of acquisition, disposition, financing, and
fund search activities.
The Annual Investment Work Plan incorporates information from the annual business
plans submitted by the separate account managers. These annual business plans set forth
operating/capital budgets, marketing and leasing plans, and hold/sell recommendations
for each direct-owned property in the separate account.
The Real Estate Asset Class will be managed to achieve the goals set forth in this
strategy, consistent with market opportunities. In implementing any portfolio adjustments,
investment staff shall weigh the strategic benefits versus transaction costs, opportunity
costs, liquidity, and market conditions.
Philosophy
Since the SBA implemented its Real Estate Asset Class the institutional real estate investible
universe has dramatically changed. Real estate investors now have numerous choices
regarding the construction of their programs that include an expanded universe of investment
opportunities. An institutional investor now has the ability to significantly affect its
intermediate and long-term returns through strategic and tactical decisions.
The SBA believes that portfolio-structuring decisions will be the primary drivers of the Real
Estate Asset Class returns. The SBA's investment strategy reflects an increased reliance on
strategic planning and tactical implementation. The strategic planning perspective is derived
from the role of real estate in the SBA total portfolio. The real estate portfolio structure is
designed to accomplish the role defined for the Real Estate Asset Class. Within the Real
Estate Asset Class, risk is managed primarily by allocations to investment sectors exhibiting
differing levels of risk and return, by adhering to prudent diversification criteria consistent
with market opportunities, and by adhering to clearly defined and documented processes.
It is the SBA's goal to anchor the Real Estate Asset Class using core private market
investments (wholly-owned investments, joint ventures and pooled funds). The intent is to
manage the core component of the asset class to ensure a high degree of diversification by
number, type and location of properties-representing
"beta" exposure to institutional grade
commercial real estate.
SBA prefers to invest in private real estate by means of direct owned separate accounts
because they provide SBA with superior control over the investments and investment
managers, and with the ability to negotiate lower and preferred fee structures. SBA will use
pooled funds where appropriate. Reasons for which SBA would use pooled funds include an
investment strategy which requires diversification, access to niche investment strategies and
specialized investment manager expertise, gain exposure to non-core investments, and desire
to achieve or maintain the target real estate allocation.

The SBA will also endeavor to capitalize on unique expertise available through partnering
with specialists to focus on specific asset types and markets. Such relationships may provide
programmatic investing and hence access to regular deal flow; e.g., programmatic joint
ventures.
Real Estate investments shall be classified as either Principal Investments or Externally
Managed. In the case of Principal Investments, SBA staff retains key authorities related to
approving acquisitions, dispositions, financing activities, or annual business plans. Externally
Managed investments include those where the SBA has assigned discretion over these
decisions to external investment managers (e.g., pooled funds, REIT separate accounts, and
certain joint ventures).
The SBA will provide clear and focused investment directives to investment providers while
recognizing the advantages to be gained from giving reasonable latitude in order to be
opportunistic in a challenging market.
The SBA has elected to invest in REIT securities due to their competitive long-term returns
and diversification benefits, as well as a historically high cash yield and enhanced liquidity
relative to direct-owned private real estate.
Portfolio Structure
Consistent with the philosophy described above, asset allocation is a critical driver for the
long-term success of the Real Estate Asset Class. The Real Estate Asset Class is allocated
between private and publicly traded investments. Investment sectors are established as
primary risk management controls. Modem portfolio theory suggests that the SBA can best
manage asset/liability risk by establishing asset class and investment style target portfolio
exposure parameters and optimizing the portfolio risk and return.
Allocation to Private and Public Markets
The private market allocation of the Real Estate Asset Class is intended to be no less than
85% and not greater than 95%. The publicly traded securities allocation range will be 5%
to 15% with a 10% target.
Private Allocation to Investment Sectors
Within the private market real estate program, the SBA seeks to maintain a diversified
equity core portfolio as the program's foundation and to have the flexibility to take
advantage of market opportunities and tactical investments that may enable it to create
excess returns. To accomplish these objectives, the SBA will allocate investments across
the following investment sectors that correspond to expected risk and return: Core, Value
Added and Opportunistic. These are defined below.
Core. Core investments are operating and substantially leased (80% or above at time of
acquisition), institutional quality assets, such as well-located office, multifamily, retail
and industrial properties located in the United States that offer a relatively high current

income return and a greater predictability of expected total return. Core will also be

deemed to include annual row crops and mature permanent crop investments. Typically, a
leveraged core investment runs up to 50% loan to value. The SBA will seek Core
investments that typically generate total net excess return 0.25% above NCREIF Fund
Index - Open-ended Diversified Core Equity (ODCE) total net return over rolling 5-year
periods. These return ranges may fluctuate based upon market conditions. The Core
sector is intended to be diversified by property type, location and investment advisor.
Non-Core. Includes Value Added and Opportunistic sectors which together constitute
Non-Core. Additionally, debt-like investments (i.e., first mortgages, subordinate
mortgages, preferred equity or mezzanine) are deemed to be Non-Core.

Value Added. The Value Added sector includes institutional quality traditional property
types that offer the opportunity to enhance value through lease-up, rehabilitation or
repositioning of the properties. The sector may also include international real estate and
specialized property types such as hotels, or senior housing that include operating
business components in addition to the real estate components. Value Added investments
have medium risk and typically use leverage which may be up to 65% loan to value. The
SBA will seek investments that typically generate total net excess return of 1.25% above
ODCE total net return over rolling 5-year periods. These return ranges can be expected to
fluctuate dependent upon market conditions.
Opportunistic. Opportunistic investments cover a broad range of risk and return that
includes opportunity funds and certain specialized investments. Opportunistic
investments include direct real estate assets such as development or major redevelopment
of office, retail, industrial, multifamily or specialized property types. Opportunistic
investments also include other forms of investments such as land, operating companies,
distressed debt/properties, international real estate, and highly leveraged investments
(usually 65% or more). Opportunistic investments generally target total net excess return
of 3.25% above ODCE total net return over rolling 5-year periods. These return ranges
may fluctuate based upon market conditions.
Asset Class Private Market Structure
The portfolio is anchored by the Core component. The main source of excess returns is
expected to come from the allocation to the Non-Core components.
The SBA may make investments in Non-Core sectors subject to the percent limitation
depicted below. While the SBA has made specific target allocations to each of these
categories, the relatively inefficient real estate market and its challenged liquidity make
strict allocations a less than tenable goal to achieve and manage.
Following is the desired portfolio structure:

Sector Allocation as a Percent of Private Market NA V*
Sector

15%
85%
Tare:et

70%-100%
0%-30%
Ibn.2:e

*Net Asset Value

Asset Class Public Market Structure
The public market allocation will be actively invested through external separate account
REIT managers with the goal of exceeding the FTSE EPRAINAREIT Developed Index,
in dollar terms, net of withholding taxes on non-resident institutional investors and net of
manager fees over rolling 5 year periods.
Risk Management
Risk typically is managed through a combination of quantitative and qualitative constraints.
Real estate does not lend itself as well as public equities or fixed income investments to the
traditional quantitative measures of risk such as standard deviation and benchmark tracking
error, rather real estate must be managed to a wider safety margin to achieve desired excess
returns.
The primary approach to managing risk will be to control the characteristics and risk factors
of the aggregate portfolio in order to minimize biases and unintended bets. Overall asset class
risk is managed by the allocation between investment styles and diversification parameters.
The overall allocation by investment styles is set forth in Portfolio Structure (see above).
This section focuses on other risk management tools.
The following sections identify significant risks associated with real estate investments. At
the portfolio level, real estate staff manages the risk inherent in the following categories:
Property Type Risk
The SBA understands that it is important for its Real Estate Asset Class to be diversified
by property type. Historical performance data can be used to create an efficient frontier
for diversification by property type, but the SBA recognizes that the quality and quantity
of this data limits its utility as a tool in this asset class. The SBA recognizes the real estate
market is relatively inefficient, which at times may allow the SBA to tactically enhance
returns by shifting the investment exposure to undervalued property types.
The SBA's goals are best served by establishing ranges for each property type that relate
to the private market component of the benchmark. The ranges will ensure prudent
diversification among the property types, consistent with the NCREIF Fund Index Open-ended Diversified Core Equity (ODCE), but enable the SBA to capitalize on
opportunities caused by shifts in the real estate and capital markets and will allow the real
estate asset class to be prudently structured over the long term. The following ranges
apply to the SBA's direct owned and pooled fund investments.

Property Type Diversification

as a Percent of Private Market NA V*

Range

Prope
Office
Retail
Industrial
Apartment
Other (agriculture, debt, medical office, etc.

ODCE +/- 15%
ODCE +/- 15%
ODCE +/- 15%
ODCE +/- 15%
0%-20%

*Net Asset Value

It is expected that the SIORE will tactically allocate among the property types in the
Annual Investment Wark Plan in response to real estate and capital market conditions and
overall portfolio considerations.
Location Risk
The SBA will at least quarterly monitor the geographic diversification of the direct owned
and pooled fund investments, using regions as defined by NCREIF. The ranges shown
below will provide geographic diversification consistent with the NCREIF Fund Index Open-ended Diversified Core Equity (ODCE), but enable the SBA to capitalize on
opportunities caused by shifts in the real estate and capital markets and will allow the
Real Estate Asset Class to be prudently structured over the long term.
Geographic Diversification
Re2ion

as a Percent of Private Market NA V*
ODCE
+/- 15%
Ran2e

*Net Asset Value

Investment Advisor/Manager Risk
An investment advisor may manage multiple products (accounts) for the SBA. Factors
that may influence maximum dollar allocations are control, discretion, contract terms, and
product types. The following table outlines single manager exposure guidelines:

Account Type
AdvisorlM:an.2et

l\l"bnUJIl. NAV Exposure per
35%
10%

Leverage Risk
The SBA recognizes that the use of leverage can both enhance the performance of the
Real Estate Asset Class and increase risk. In light of the fact that leverage can have both
positive and negative impacts on the total real estate portfolio:
1. Leverage will be limited to no more than a 40% loan-to-value (LTV) of the total
real estate market value, exclusive of publicly traded real estate securities,
computed on incremental leverage.
2. LTV on individual wholly owned properties shall not exceed 50%, computed on
incremental leverage.
3. LTV on joint ventures may not exceed 70%, computed on incremental leverage.
4. All debt incurred shall be on a non-recourse basis only, unless approved by the
Executive Director & CIO, and shall not apply to standard "bad boy" carve-outs.
5. Leverage shall only be used if it has a positive effect on pro forma returns to the
SBA that appropriately compensates for potential added risk.

The term "computed on incremental leverage" means that increases in LTV resulting
from market value declines will not be considered as a compliance violation even if LTV
exceeds the foregoing limits, but if additional loan value is added to an asset(s) that
increases LTV above the foregoing limits, it shall be considered a compliance violation.
Compliance
The SIORE is assigned primary responsibility for remaining in compliance with this policy. The
SIORE may develop additional procedures as necessary to implement this policy and shall maintain
sufficient documentation to demonstrate compliance with this policy.
Risk Management & Compliance may review and test compliance with this policy as deemed
necessary.

State Board of Administration
General Counsel Policies and Guidelines

Policy:
Formation and Dissolution of Direct-Owned Real Estate Holding Entities
Number:
20-620
Original Issuance:
July 19,2010 (formerly codified in Real Estate Asset Class policies)
Latest Effective Date: July 19, 2010
•

Signatures:
ive Director & CI?

I

1Ur.wAA/I-General CounselYn. f7 "-~
Purpose and Scope
To describe the process and mechanism for the formation and dissolution of limited liability
entities used to hold the title to individual direct-owned real estate asset investments by the
State Board of Administration (SBA). This policy does not govern investment vehicles in
which the SBA does not wholly own the investment including, but not limited to, pooled
funds and joint ventures.

Policy
It is the policy of the General Counsel to hold title to individual direct-owned real estate asset
investments in limited liability title holding entities (THE), the specific legal form of which
shall be determined on a case by case basis by the General Counsel's Office. The SBA will
dissolve the THE upon the sale of the applicable asset.

Guidelines and Implementation
Formation of Title Holding Entities
The General Counsel's office shall make a determination whether to internally or externally
prepare organizational documents for the THE. If it is determined to internally prepare the
organizational documents, the Assistant General Counsel for Real Estate (AGC) shall
coordinate the formation of the THE as set out below. If organizational documents are to be
prepared externally, the AGC shall coordinate such formation with outside counsel.
Unless otherwise elected or appointed by the Executive Director & CIO (on behalf of the
SBA as sole owner of the THE), the directors of the THE shall be the Deputy Executive
Director, the General Counsel (or designee) and the Senior Investment Officer-Real Estate
(SIORE). Officers of the THE shall be designated members of the investment advisors staff
and members of the Real Estate asset class. The SIORE shall serve as the lead director and be

responsible for coordinating and communicating
and other persons as necessary or appropriate
including agendas and recommended resolutions
other periodic, and ad hoc meetings occur timely
with the bylaws of the THE.

with the officers and directors of the THE
to prepare directors' meeting materials,
for approval, and ensure directors' annual,
and function effectively and in accordance

The General Counselor the AGC shall designate the registered agent, either internal staff or
an external vendor, to accept service of process for the THE in the state in which the asset is
located.
The AGC and the SIORE shall ensure that the following steps are followed in the preparation
of the organizational documents for the THE and the ultimate formation of the THE:
a) Verify the THE name with the designated acquisition manager upon execution of the
letter of intent.
b) Verify the THE name availability in Florida and the state in which the asset is
located.
c) Draft the organizational documents (e.g. articles of incorporation and by-laws) and
provide to the directors for review prior to filing.
d) File the formation documents (e.g. articles of incorporation) with the Florida
Secretary of State (or comparable authority in another jurisdiction, if applicable) and
qualify the THE to do business in the state in which the asset is located.
e) Direct outside counsel to apply for federal and state income tax exemptions.
f) Issue the certificate for ownership interest.
g) Obtain federal tax identification number.
h) Take any other action that may be necessary or appropriate to prepare the
organizational documents for the THE and to form the THE.
Original organizational documents shall be delivered to and retained by the SBA's
investment advisor. Copies of the organizational and related documents shall be retained by
the General Counsel's office.
The AGC and SIORE shall instruct the SBA's investment advisor to receive, open and
maintain all organizational and related documents for the THE and to provide copies to the
General Counsel's Office and SIORE promptly upon receipt.
Dissolution of Title Holding Entities
The AGC and the SIORE shall ensure that the following steps are taken to ascertain the
earliest date on which the dissolution may be effected:
•

The outside counsel engaged to represent the SBA in connection with the sale of the
asset held by the THE shall prepare a memorandum: a) outlining the post closing
date(s) on which the seller's warranties and representations pursuant to the purchase
and sale agreement that survive closing expire; and b) identifying all other post
closing dates regarding the sale of the asset that may impact the dissolution.

•

The SIORE shall prepare a memorandum identifying: a) date(s) on which the last
accounting reports and/or tax returns for the THE will be prepared; and b) identifying
all other pertinent post closing dissolution dates relative to the management of the
THE.

The General Counsel's office will, in consultation with the SIORE, ascertain the earliest date
on which the THE may be dissolved based on the information obtained above. On the agreed
upon date, and after verifying that all funds have been distributed out of the subject THE, the
General Counsel's office will undertake the necessary or appropriate action to dissolve the
THE in the state of organization and to undertake the necessary or appropriate terminal
action in the jurisdiction in which the THE was authorized to transact business.
Compliance
The SIORE and General Counsel are assigned primary responsibility for remaining in
compliance with this policy. The SIORE and General Counsel may develop additional
procedures to implement this policy and shall maintain sufficient documentation to demonstrate
compliance with this policy.
Risk Management & Compliance may review and test compliance with this policy as deemed
necessary.

INVESTMENT MANAGEMENT AGREEMENT
This Investment Management Agreement (the "Agreement"), is dated as of
__________________________ and is between the State Board of Administration of Florida,
acting on behalf of the [Florida Retirement System Trust Fund] or the [Lawton Chiles
Endowment Fund] (the "SBA") having its office at 1801 Hermitage Boulevard, Suite 100,
Tallahassee,

Florida

32308,

and

(the

"Manager"),

having

its

office

at

________________________________.
W I T N E S S E T H:
The SBA desires to appoint the Manager as its investment adviser and manager with
authority and responsibility to invest the Account Assets (as defined in Section 2 of this
Agreement) of the SBA in a certain custody account with the Master Custodian as specified in
Schedule A (the "Account"), and the Manager desires to act in such capacity as investment
adviser and manager, all on the terms and conditions hereinafter set forth.
NOW, THEREFORE, the parties hereto, for good and valuable consideration, the receipt
and sufficiency of which is hereby acknowledged, agree as follows:
1.

The Manager represents and warrants that:

(a)

it will continue at all times during the term of this Agreement to be a fiduciary as

described in subsection (b) of this Section and that it is a registered investment adviser under the
Investment Advisers Act of 1940 (hereinafter called the “Advisers Act”) or Section 517.12,
Florida Statutes, and is in lawful compliance with the provisions of the Advisers Act and/or
Section 517.12, as applicable, and covenants and agrees that it shall notify the SBA in writing
immediately upon the revocation, restriction or suspension of such registration or of the
Manager’s failure to maintain such registration or comply with any applicable provision of the
Advisers Act or Section 517.12.
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(b)

it is an "investment manager" as such term is defined in the Employees

Retirement Income Security Act ("ERISA") with respect to the Account Assets and, by reason
thereof, a fiduciary as such term is defined in ERISA with respect thereto, notwithstanding the
fact that the terms and provisions of ERISA may not be applicable to this Agreement; and
(c)

it is a ____________ duly organized, validly existing, and in good standing under

the laws of the United States and in the

and has the power and authority

to carry on its business as now being conducted and has the power and authority to execute,
deliver, and perform this Agreement; and
(d)

it is duly qualified and in good standing in such other states of the United States

and in the District of Columbia, as well as in such foreign countries or political subdivisions
thereof, as is necessary to perform this Agreement; and
(e)

it has taken all actions necessary to authorize the execution, delivery, and

performance of this Agreement, and this Agreement is a valid and binding obligation of the
Manager enforceable against it in accordance with its terms except as may be limited by federal
and state laws affecting the rights of creditors generally and except as may be limited by legal or
equitable remedies; and
(f)

it has made, obtained, and performed all other registrations, filings, approvals,

authorizations, consents, licenses, or examinations required by any government or governmental
authority, domestic or foreign, or required by any other person, corporate or other entity in order
to execute, deliver, and perform this Agreement; and
(g)

to the best of the Manager's knowledge, neither the execution, delivery, nor

performance of this Agreement by the Manager will violate any law, statute, order, rule, or
regulation of, or judgment, order or decree by, any federal, state, local, or foreign court or
governmental authority, domestic or foreign, to which the Manager is subject nor will the same
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constitute a breach of, or default under, provisions of any agreement or contract to which it is a
party or by which it is bound.
(h)

if the Manager has answered “Yes” to any questions posed in Item 11 of Form

ADV (Uniform Application for Investment Adviser Registration), Part I, Manager affirms that it
has provided to the SBA a copy of such Form ADV, Part I, or amended Form ADV, Part I, prior
to the date of execution of this Agreement by Manager, and if the Manager answers "Yes" to any
questions posed in Item 11 of Form ADV, Part I, during the term of this Agreement the Manager
covenants and agrees to provide the SBA with a copy of such Form ADV, Part I, or amended
Form ADV, Part I, within 5 working days after the Form ADV, Part I, or amended Form ADV,
Part I, has been filed with the Securities and Exchange Commission.
All of the Manager's representations and warranties set forth in this Agreement shall
survive the termination of this Agreement.
2.

The SBA hereby appoints the Manager as an investment manager with the power

to invest and manage the Account Assets of the SBA which from time to time are allocated to the
Account the SBA has opened with the Master Custodian as indicated in Schedule A, which is
attached hereto and incorporated into this Agreement by this reference, and the Manager hereby
accepts such appointment on the terms and conditions set forth herein. "Account Assets" shall
mean the assets of the SBA which the SBA has notified or shall from time to time notify the
Manager in writing to be transferred to the Account together with dividends, income, proceeds,
and profits thereon. The SBA authorizes the Manager to invest the Account Assets, subject to the
fiduciary standards set forth in Section 5 of this Agreement and the investment objectives,
guidelines, restrictions and limitations described in Schedule B, which is attached hereto and
incorporated into this Agreement by this reference, or its subsequent revision. Account Assets
may be loaned pursuant to a securities lending agreement with the Master Custodian (see
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Schedule A). Additionally, at the discretion of the SBA, Account Assets may be loaned pursuant
to and in accordance with securities lending contracts with other providers. The SBA will invest
any cash balances in the Account.
3.

(a)

The Manager is hereby authorized on behalf of the SBA, as its agent and

manager of the Account Assets, to exercise discretionary investment authority (subject to the
standards and investment objectives, guidelines, restrictions and limitations indicated in Section
2, above), without obtaining the prior consent of or consulting with the SBA, or any other
person, (i) to issue to brokers instructions to sell, and otherwise trade in, or deal with, the
Account Assets, (ii) to purchase and sell the Account Assets, (iii) to instruct any trustee or
custodian of any and all of the Account Assets to receive, accept and deliver securities or other
assets sold, exchanged or otherwise disposed of from the Account, and (iv) generally to perform
any other act necessary or proper to enable the Manager to carry out its obligations under this
Agreement. The Manager shall attempt to obtain the best net price and the most favorable
execution of each purchase and sale transaction (including, for the avoidance of doubt, foreign
exchange transactions). In selecting a broker-dealer for a particular transaction, the Manager
shall obtain best execution, considering such factors as execution capabilities required by a
transaction, cost, speed, efficiency, confidentiality and other factors, including the provision of
research or other services or products to the Account or other accounts serviced by the Manager;
provided that, the Manager shall comply with Section 28(e) of the Securities Exchange Act of
1934 and the Soft Dollar Standards adopted by the Chartered Financial Analysts (CFA) Institute.
(b)

It is understood that the Manager performs investment advisory services

for various clients. The SBA understands that the Manager may give advice and take action with
respect to any of its other clients which may differ from advice given to the SBA, or the timing
or nature of action taken with respect to the Account; provided, however, the Manager agrees
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that it will (i) not favor or disfavor consciously or consistently any client or class of clients in the
allocation of investment opportunities, and (ii) to the extent practicable see that such
opportunities are allocated among clients over a period of time on a fair and equitable basis.
(c)

Nothing in this Agreement shall impose upon the Manager any obligation

to purchase or sell, or to recommend for purchase or sale, for the Account any security which the
Manager, its principal affiliates or employees may purchase or sell for its or their own accounts
or for the account of any other client, if in the discretion of the Manager such investment would
be unsuitable for the Account or if the Manager determines in the best interest of the Account it
would be impractical or undesirable.
4.

(a)

The Manager shall send a statement of all investments, receipts,

disbursements (including but not limited to fees and commissions paid), and other transactions
directed by it for the Account to the SBA monthly. The Manager shall keep accurate and
detailed records of all transactions entered into pursuant to this Agreement and such records shall
be open to inspection and audit at all reasonable times by representatives of the SBA. Within
thirty (30) days following the close of each calendar month during the term of this Agreement
and, within thirty (30) days after the effective date of the termination of this Agreement, the
Manager shall file a written report with the SBA setting forth all transactions effected by it
during the preceding calendar month, including a schedule of assets of cash and securities, which
securities shall be identified by issuer; type of security; maturity date, if any; rate of interest, if
any; collateral, if any; and par or maturity value, if applicable. Such report shall also contain a
valuation of the securities and options over which the Manager has control. Such assets shall be
valued as of the close of business on the last business day of the preceding calendar month or
portion thereof prior to termination of this Agreement, as the case may be.
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(b) The Manager shall report the value of all SBA assets in U.S. dollars.
(c) The Manager shall provide to the SBA on a monthly basis a performance
report and a detailed schedule of all transaction costs incurred for the Account. The Manager
shall provide to the SBA a comprehensive quarterly review of investment strategy and
performance relative to market indices and the benchmark. Upon request by the SBA, the
Manager promptly shall provide to the SBA trade cost analyses for all trading in the Account
(e.g. securities, other investments and FX execution).
5.

The Manager agrees to discharge its duties, as investment manager and fiduciary,

with respect to the Account Assets solely in the interest of the SBA and the beneficiaries
thereunder and with the care, skill, prudence, and diligence under the circumstances then
prevailing that a prudent man acting in the like capacity and familiar with such matters would
use in the conduct of an enterprise of a like character and with like aims. The Manager further
agrees that it will continue at all times during the term of this Agreement to be an investment
manager and a fiduciary as above described, and that it will comply with all laws, rules, and
regulations of any governmental authority or agency having applicability to the transactions
contemplated by this Agreement, and that it will perform in accordance with the standards of
care set forth in this section and this Agreement.
6.

The Manager hereby covenants and agrees that it shall immediately notify the

SBA in writing (i) if it fails to comply with or will for any reason be unable to comply with any
term, condition or provision of this Agreement; (ii) of any change in the Manager's partners,
directors, managers, member-managers, or employees who exercise investment discretion with
respect to the Account or are key compliance or operational employees or of any other material
adverse change in the Manager's condition, financial or otherwise, or in its business, business
organization, or any such change which is or might be materially adverse to the Manager or the
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Account; (iii) if any of the partners, directors, managers, member-managers, or employees of the
Manager or any "affiliated person" of the Manager (as that term is defined in the Investment
Company Act of 1940) is employed by, sits on the board of, or provides consulting or similar
services to, an issuer of securities in which the Manager has invested, or intends to invest,
Account Assets; and (iv) following the occurrence of any happening or event which would cause
any representation or warranty of the Manager in Sections 1 and the last sentence of Section
15(b) hereof, to be no longer true and correct in all respects (assuming solely for the purpose of
this covenant of notification that all such representations and warranties are deemed to be
reiterated and brought down during each successive day during this Agreement) provided that
nothing in this provision shall detract from or modify any representation or warranty made by the
Manager in Section 1 hereof.
7.

The objective of the Manager is to produce an incremental return to a specified

benchmark over a market cycle on the Accounts Assets. This objective is outlined in Schedule B
hereto.
8.

(a)

Custody and control of all Account Assets shall remain with the Master

Custodian. Accordingly, the Manager will arrange to have all investments, option premium
funds or other cash flow arising from any transaction effected in accordance with the terms and
provisions of this Agreement to be promptly remitted to the Master Custodian and credited to the
appropriate Account number. The Manager shall also provide the SBA with such information as
the SBA, from time to time, may request with regard to the Account Assets, including the
identity of the employees, officers, and directors or other principals of the Manager, or other
matters relating to this Agreement and the transactions contemplated hereby. The Manager will
have the responsibility to monthly provide the Master Custodian with data to support asset and
return reconciliations between the Manager and the Master Custodian and to participate and
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cooperate fully and proactively in such reconciliation processes, as may be requested by the SBA
and/or the Master Custodian. The objective of the Manager’s participation in such reconciliation
processes will be to help identify and resolve, to the extent practicable, material discrepancies
between the Manager’s records and the Master Custodian’s records. The SBA has the power at
any time, in its sole discretion, to appoint one or more additional or substitute custodians to hold
the Account Assets pursuant to the terms of any other custody agreements or pursuant to the
terms of Schedule A hereto, as may be revised.
(b)

The SBA, during the term of this Agreement, will give the Manager notice

of any termination of the Schedule A Master Custodian Contract or substitute custodian contract.
(c)

The Manager agrees to cooperate with the Master Custodian or its

successor in connection with all transactions contemplated by this Investment Management
Agreement covered by the Master Custodian Contract.
9.

The Manager represents and warrants that it presently has in effect insurance

coverage which complies with the bonding requirements of Section 412 of ERISA, and the
Manager covenants that it shall keep such insurance coverage as required by said section (as the
same may from time to time be supplemented or amended) in effect during the term of this
Agreement, notwithstanding the fact that the terms and provisions of ERISA may not be
applicable to this Agreement. Upon request of the SBA, the Manager shall provide to the SBA
evidence that the premium therefor has been paid.
10.

The Manager presently has in effect, and will maintain during the term of this

Agreement, fiduciary liability insurance in an amount not less than $25,000,000 which provides
coverage with respect to any loss resulting from a breach of its fiduciary duties and including
coverage in the event of recourse against it by, or on behalf of, the SBA. Upon request of the
SBA, the Manager shall provide to the SBA evidence that the premium therefor has been paid.
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11.

(a)

The Manager agrees to reimburse the SBA for, and to hold the SBA and

each entity having an interest in the Account Assets harmless from, all liabilities, claims, losses,
costs, and expenses arising from, or in connection with, the Account (including reasonable
attorneys' fees and expenses) which are judicially determined to result from the Manager's willful
misconduct, lack of good faith, or negligence, or, from the actions or inactions of, or by, the
Manager in violation of its duties hereunder or for which it would otherwise be legally liable
under applicable law. The agreement and obligation of the Manager under this provision shall
survive the termination of this Agreement.
(b)

Federal and state securities laws may impose liabilities under certain

circumstances on investment advisers, managers or fiduciaries who act in good faith, and nothing
herein shall constitute a waiver or limitation of any right that the SBA may have under any such
federal or state securities laws.
12.

Except to the extent otherwise required by any applicable federal or state law, or

requested by regulatory authority, or by direction of the SBA, the Manager shall keep
confidential any and all information concerning the affairs of the SBA, the actions of the
Manager taken pursuant hereto, and the details of any transaction effected in accordance with the
terms and provisions of this Agreement. The Manager acknowledges that the SBA is bound by
the provisions of the Florida Public Records Law, Chapter 119, Florida Statutes, and that
documents and other records received by the SBA, unless exempt by applicable law, are open to
public inspection.
13.

The compensation of the Manager for its services hereunder shall be calculated

and paid in accordance with Schedule C, which is attached hereto and incorporated into this
Agreement by this reference. All out-of-pocket expenses of the Manager, including without
limitation, mailing and telephone expenses, travel expenses, salaries, and overhead costs, are to
Global Equity-Domestic Boilerplate

9

be paid for by the Manager. In consideration for the compensation payable to the Manager
hereunder, the Manager’s services shall include educational and training services on topics
relevant to the strategies and products marketed by the Manager to the SBA (the “Training”).
The specific characteristics of such Training shall be mutually agreed from time to time by the
SBA and the Manager, including reimbursement by the SBA of any out-of-pocket expenses (e.g.
travel expenses) incurred by the Manager; provided, however, that the SBA will reimburse the
Manager for such travel expenses only when authorized in advance by the Executive Director &
CIO (or his or her designee) as provided in Section 112.061, Florida Statutes, as amended from
time to time and the administrative rules promulgated thereunder. The SBA shall provide the
Manager with a summary of per diem rates and other travel related requirements to assist the
Manager in abiding with such requirements.
14.

The SBA reserves the right to instruct the Manager in writing to direct the SBA's

brokerage commissions, subject to the restriction of best execution, to a particular broker-dealer
and shall be reported by the Manager on a monthly basis as provided in Section 4 of this
Agreement.
15.

(a) The Manager acknowledges and agrees that the Manager shall be solely

responsible for, and the SBA has no obligation to pay or be allocated (directly or indirectly) any
fees, compensation or expenses for any placement agent or finder in connection with the SBA’s
appointment of the Manager as an investment manager under this Agreement.
(b) The Manager acknowledges that it has received and reviewed SBA Policy
No. 10-045, Disclosure of the Use of Placement Agents, in effect as of the date hereof, and has
provided to the SBA a completed Placement Agent Information Disclosure (as defined therein)
with respect to the SBA’s appointment of the Manager as an investment manager under this
Agreement. The Manager represents and warrants that there is no misrepresentation, omission or
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inaccuracy in the Placement Agent Information Disclosure or any attestation related to the
Placement Agent Information Disclosure.
16.

No assignment, as that term is defined in the Investment Advisers Act of 1940,

nor any other form of assignment, transfer, or conveyance of this Agreement shall be made by
the Manager without the prior written consent of the SBA.
17.

This Agreement may be terminated by the Manager at any time by giving the

SBA written notice at least thirty (30) days prior to the date on which such termination is to
become effective. The SBA may at any time terminate the authority of the Manager to act
hereunder upon delivery of written notice, effective upon receipt, regardless of whether or not
the Manager is on the watch list or is under or has been under any evaluation, review or
monitoring, in any fashion whatsoever, as more particularly described in SBA Policy # 10-011,
State Board of Administration of Florida (SBA) External Investment Manager Retention and
Termination, with Appendices, as such may be amended from time to time. Termination of the
Manager's authority by the SBA shall terminate this Agreement. Termination of the Agreement
shall not affect the right of either party to bring an action against the other with respect to the
Agreement. Except as may be provided otherwise herein, this Agreement may be modified at
any time upon mutual written agreement of the Manager and the SBA.
18.

All notices, requests, instructions, or other communications hereunder shall be in

writing and shall be deemed to have been properly given and effective, if addressed or sent to the
other party at the address, e-mail address or number indicated below (or such other address or
number provided in writing by the party), (i) on the date of actual receipt if provided by hand
delivery, certified or registered mail (return receipt requested), United States Express Mail, or
courier service (e.g. Federal Express or UPS) or (ii) on the date sent if provided by facsimile
transmission or e-mail confirmed afterwards as soon as reasonably possible by telephone call,
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first-class mail, return e-mail acknowledgement, or by any method specified in (i), above, and
there exists tangible evidence of the facsimile or e-mail transmission such as a transmission or
confirmation report produced by the transmitting machine or any e-mail acknowledgement
confirming receipt.

If to the SBA:
if mailed:

State Board of Administration
Post Office Box 13300
Tallahassee, Florida 32317-3300
Attention: Senior Investment Officer
- Global Equity

if delivered by hand or
express mail/courier service:

State Board of Administration
1801 Hermitage Boulevard, Suite 100
Tallahassee, Florida 32308
Attention: Senior Investment Officer
- Global Equity

SBA Fax#: (850) 413-1096
With Copies to the following:
If related to a notice or other
communication under Sections
1, 6, 9, 10, 15, 25, 28, 29 or Schedule B
hereof or the Manager’s Form ADV

Attention: Chief Risk & Compliance
Officer
Fax No. (850) 413-1394

If to the Manager:
if mailed:

Attention:

if delivered by hand or
express mail/courier service:
Attention:
Manager Fax#:
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19.

If any provisions of this Agreement are held invalid or unenforceable, such

invalidity or unenforceability shall not affect any other provisions, and this Agreement shall be
construed and enforced as if such provisions had not been included.
20.

The SBA has taken all necessary action to duly authorize the execution, delivery

and performance of this Agreement.
21.

This Agreement and any and all exhibits, schedules and enclosures attached

hereto, which are incorporated into the Agreement by this reference, constitute and embody the
entire agreement and understanding of the parties with respect to the subject matter hereof,
supersede any prior or contemporaneous agreements or understandings with respect to the
subject matter hereof, and, unless otherwise provided herein, cannot be altered, amended,
supplemented, or abridged or any provisions waived except by written agreement of the parties
as herein provided.
22.

This Agreement shall be construed and enforced in accordance with the laws of

the United States of America and, to the extent not inconsistent therewith, the laws of the State
of Florida. The Manager consents to the exclusive jurisdiction of Florida state courts located in
Leon County, Florida with respect to all legal proceedings instituted by the Manager or the SBA
hereunder.
23.

This Agreement may be executed in several counterparts, each of which shall be

deemed to be an original, but together shall constitute one and the same document.
24.

All titles, headings, or captions respecting the content of the sections or

paragraphs of this Agreement are for convenience of reference only and shall not be construed as
a part or limitation of those provisions to which they refer.
25.

The SBA hereby acknowledges receipt of the Manager's Investment Adviser
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Disclosure Statement (Part II of Form ADV), as required by SEC Rule 204-3 (17 CFR
275.204-3) under the Investment Advisers Act of 1940, not less than 48 hours prior to the
signing of this Agreement.
26.

In the event the SBA becomes involved in a class action lawsuit or other

proceeding involving securities traded by the Manager, the Manager agrees to cooperate with the
SBA and the judge or other authority in charge of such proceeding in all related matters
including, but not limited to, discovery requests and, if required, appearances in court. This
provision shall survive the termination of this Agreement.
27.

The SBA maintains a fraud hotline at (800) 547-9180 to encourage individuals to

report suspected SBA-related fraud, theft, or financial misconduct on an anonymous basis. The
hotline is operated 24 hours a day, 7 days a week, by an independent company and tips are
anonymously referred to the Inspector General of the SBA. Within 30 days following the
effective date of this Agreement, the Manager agrees to communicate this hotline information to
those of its employees that are responsible for providing services under this Agreement. The
Manager also agrees to re-communicate this hotline information to those employees providing
services under this contract upon the written request of the SBA.
28. (a) Manager agrees to certify to the SBA in writing annually, no later than January
31 of each calendar year, or at such other times as the SBA may request, in its sole discretion,
on a form prescribed by the SBA that:
(i) All investment decisions made on behalf of the SBA are made in the best interests of
the SBA and not made in a manner to the advantage of the Manager, other persons, or clients to
the detriment of the SBA.
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(ii)

Appropriate policies, procedures, or other safeguards have been adopted and

implemented to ensure that relationships with any affiliated persons or entities do not adversely
influence the investment decisions made on behalf of the SBA.
(iii) A written code of ethics, conduct, or other set of standards, which governs the
professional behavior and expectations of owners, general partners, directors or managers,
officers, and employees of the Manager, has been adopted and implemented and is effectively
monitored and enforced. The Manager’s code of ethics shall require that:
(A) Officers and employees involved in the investment process refrain from personal
business activity that could conflict with the proper execution and management of the investment
program over which the Manager has discretionary investment authority or that could impair its
ability to make impartial decisions with respect to such investment program; and
(B) Officers and employees refrain from undertaking personal investment transactions
with the same individual employee at a broker-dealer firm with whom business is conducted on
behalf of the SBA.
(iv) The Manager has proactively and promptly disclosed to the SBA, notwithstanding
Section 28(b) hereof, any known circumstances or situations that a prudent person could expect
to create an actual or potential conflict of interest, including specifically:
(A) Any material interests in or with financial institutions with which officers and
employees conduct business on behalf of the SBA; and
(B) Any personal financial or investment positions of the Manager that could be related
to the performance of an investment program over which the Manager has discretionary
investment authority on behalf of the SBA.
(b) Manager agrees that at all times during the term of this Agreement (i) it shall abide
by a standard of conduct pursuant to Section 215.4755, Florida Statutes (2011), as more
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particularly described in Section 28.(a) hereof and (ii) at the request of the SBA, the Manager
shall disclose promptly to the SBA in writing (A) any nonconfidential, nonproprietary
information or reports to substantiate the certification required under Section 28(a) hereof and
(B) all direct or indirect pecuniary interests that the Manager has in or with any party to a
transaction with the SBA, if the transaction is related to any discretionary investment activity
that the Investment Manager exercises on behalf of the SBA.
(c) In addition to the certification required under Section 28(a) hereof, Manager agrees to
provide to the SBA annually or at such other more frequent times as the SBA may request, in the
SBA’s sole discretion, on a form prescribed by the SBA, a certificate confirming compliance
with the terms and provisions of this Agreement and the SBA’s Investment Protection Principles,
as amended by the SBA from time to time, and disclosing and updating other information
requested by the SBA relating to the Manager, this Agreement and/or the subject matter of this
Agreement.
29. The Manager shall comply with, and shall execute all documents and take any and all
actions that are necessary and appropriate to satisfy, the standards and requirements applicable to
the SBA’s external managers under SBA Policy #10-004, Communications, SBA Policy #10017, Investment Protection Principles and to the extent applicable, SBA Policy #10-015,
Corporate Governance, as such policies may be amended from time to time, and all of which
(together with any future amendments thereto) are incorporated into this Agreement by this
reference. Consistent with the SBA’s Equal Employment Opportunity (EEO) Policy, the
Manager shall not discriminate in its employment decisions on the basis of race, color, religion,
sex, national origin, age, handicap or marital status, and the Manager shall make reasonable
accommodations for qualified individuals with known disabilities unless doing so would result in
and undue hardship, safety, and/or health risk. The Manager shall use the U.S. Department of
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Homeland Security’s E-Verify system to verify the employment eligibility of the Manager’s
employees and subcontractors.
IN WITNESS WHEREOF, the parties have caused this Agreement to be executed and
attested by their respective officers thereunto duly authorized on the day and year first above
written.

______________________________

STATE BOARD OF ADMINISTRATION
OF FLORIDA, on behalf of
____________________________________

______________________________

__________________________________
Ashbel C. Williams
Executive Director & CIO

Approved as to legality:

__________________________________

Schedules:

Schedule A Schedule B Schedule C -
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SCHEDULE A
Of Agreement Between
("Manager")
and the STATE BOARD OF ADMINISTRATION ("SBA")

CUSTODY AGREEMENT
The purpose of this part of Schedule A is to describe the custody Account with Mellon
Bank, N.A. (the "Master Custodian"), having its principal place of business at Pittsburgh,
Pennsylvania, under the Master Custodian Contract dated July 1, 2005, between the Master
Custodian and the SBA.

The SBA has engaged the Master Custodian to perform certain

custodial services on behalf of the SBA. In respect of the investments contemplated by the
Investment Management Agreement, the SBA has opened an Account with the Master Custodian
which performs such services as are described in the Contract.
SECURITIES LENDING
The SBA has entered into a Securities Lending Authorization Agreement with the Master
Custodian dated July 1, 2005 (the “Lending Agreement”). The Lending Agreement authorizes
the Master Custodian as lending agent to loan securities held in specified SBA accounts.
The Master Custodian may be instructed by the SBA to lend securities held in the
Account.
TENDERS
The Manager shall have all responsibility with respect to the tendering of securities or
interest coupons in response to offers, calls or redemptions or with respect to the exercise of
conversion rights, subscription rights or other options relating to the Account unless the Manager
has received written notice thereof that refers to the particular securities managed by it for the
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SBA as opposed to a notice referring merely to the securities of a particular issuer.
PROXIES
The SBA retains the right and authority to vote and act upon all proxy issues.

It is

understood that the Manager shall have no responsibility to act on proxy issues or to notify the
SBA of the same.
The Executive Director & CIO of the SBA may revise the terms of this Schedule A by
written notification to the Manager without affecting any other part of this Agreement.
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SCHEDULE B
Investment Management Guidelines
State Board of Administration
Investment Management Agreement
Purpose
The purpose of this Schedule B is to define the investment objective, performance criteria and
special reporting requirements for the Manager with respect to the Account and to provide for
any specific investment authority and prohibitions and restrictions applicable to the Manager.

Portfolio Name:
Effective Date:

Fund:
Asset Class: Global Equity - Domestic
Portfolio Attributes:
Securities Lending:
Accredited Investor (Total Assets > $5m):
Qualified Purchaser (Total Assets > $25m):
Qualified Institutional Buyer) (QIB):
Benchmark:
Style:
Risk Profile:
Limits/Constraints:
Cash Managed by SBA:
Leverage:
Leverage Limits:
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To the extent the SBA has authorized the Manager to use leverage, the Manager shall comply with, and
shall execute all documents and take any and all actions that are necessary and appropriate to satisfy,
the standards and requirements applicable to the SBA’s external managers under SBA Policy #10-016
– Leverage Usage, as such may be amended from time to time and which (together with any future
amendments thereto) are incorporated into this Schedule B by this reference.
Approved Exchanges:

In the event that the SBA at any time authorizes the Manager to invest Account Assets in futures
and options, then the Manager is authorized to make such investments only if such futures and
options are traded on a securities exchange or board of trade regulated by the Securities and
Exchange Commission or the Commodity Futures Trading Commission or on any other market
authorized by the SBA from time to time as set forth in the SBA’s list of Designated Futures and
Options Markets pursuant to SBA Rule 19-3.016(16), which (together with any future
amendments or changes thereto) (the “Designated Markets List”), are incorporated into this
Schedule B by this reference. If so authorized above, the Manager acknowledges and agrees
that the Manager has received the Designated Markets List in effect as of the date of this
Agreement.
Permitted Securities (no other types of securities allowed except those specified here):
To the extent the Manager determines it is necessary or appropriate to invest in securities or investments
other than those specified as “Permitted Securities” in this Schedule B, then the Manager shall contact the
Senior Investment Officer – (Asset Class) , and the Manager shall comply with, and shall execute all
documents and take any and all actions that are necessary and appropriate to satisfy, the standards and
requirements applicable to the SBA’s external managers under SBA Policy #10-019 – New Investment
Vehicles and Programs, which (together with any future amendments thereto) are incorporated into this
Schedule B by this reference.
Prohibited Securities:
The Manager may not invest in any security, investment or instrument not authorized in section 215.47,
FLORIDA STATUTES, and not expressly permitted by this Schedule B.
Other Prohibitions/Divestment:

Notwithstanding any provision of the Agreement to the contrary, the Manager (i) is prohibited
from acquiring or retaining for the Account any obligation, security or other investment which
would be in violation of Sections 215.471 and 215.472 (Cuba), 121.153 (Northern Ireland), or
215.473 (PFIA-Iran, Sudan), Florida Statutes, and (ii) shall divest of any Account investment in
any institution doing business in or with Northern Ireland upon receipt of written direction from
the SBA identifying the institution. In order to implement the foregoing restrictions in (i), above,
the SBA will notify the Manager of the companies and institutions in which investments are
prohibited, which list will be updated as necessary.
Derivatives:
Types:
Maximum Derivatives Usage:
Global Equity-Domestic Boilerplate

21

To the extent the SBA has authorized the Manager to use derivatives, the Manager shall comply with, and
shall execute all documents and take any and all actions that are necessary and appropriate to satisfy, the
standards and requirements applicable to the SBA’s external managers under SBA Policy #10-013, see SBA
Policies #10-013 – Derivative Instruments Usage and #15-013 – Derivatives Usage Policy, which (together
with any future amendments thereto) are incorporated into this Schedule B by this reference.
OTC Derivatives traded
Using SBA ISDAs:

In the event that the SBA at any time authorizes the Manager to invest the Account
Assets in futures, options, notional principal contracts or any other derivatives or other
transactions that may only be effected through an ISDA Master Agreement or other ISDA
documentation (and not on an exchange), then the Manager covenants, agrees and
acknowledges that it shall make such investment, and that it is authorized to make such
investment, only in accordance with and pursuant to the terms and provisions of an ISDA
Master Agreement (including any Schedule or amendments thereto) between the SBA and
an ISDA broker-dealer.
The Manager understands and acknowledges that the SBA has entered, or from time to time
may enter, into one of more clearing agreements with clearing broker(s) (each, a “Clearing
Agreement”). In the event that the SBA at any time authorizes the Manager to invest Account
Assets in futures, options, notional principal contracts or any other derivatives or other
transactions that are permitted and able to be cleared under any Clearing Agreement, then all
such investments made by the Manager shall be cleared under any such Clearing Agreement.
Investment Objective and Performance
This Account is principally an equity management program for the SBA. The benchmark will be
the Russell ______. The SBA will measure and gauge the Manager’s performance by the
Manager’s ability [to exceed] [to meet or exceed] the return of the benchmark over time.
Portfolio Management and Implementation Narrative

SCHEDULE B: NONCOMPLIANCE

In the event of any Manager purchase in violation of this Schedule B, and upon realization
and/or notification of the breach, the Manager shall notify the SBA immediately and shall sell
the security or investment that caused the compliance exception within five (5) business days or
within a specified time period determined after consultation with the SBA. The Manager shall
make the SBA and the Account whole for all losses related to the disposition of any security or
investment purchased by the Manager in violation of this Schedule B, and such losses shall be
calculated by deducting the net proceeds received from the disposition from the total explicit
cost of the security or investment at purchase (including principal, commissions, taxes and
other explicit costs). All gains from the disposition shall remain in the Account and shall not
inure to the benefit of the Manager.
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Revision
The SBA may revise this Schedule B by written notification to the Manager without affecting any
other parts of this Agreement. Any investment limitation or restrictions specified in Schedule B
supersedes any authority given in any other part of this Agreement.

SCHEDULE C
of Agreement Between
("Manager")
and the STATE BOARD OF ADMINISTRATION ("SBA")
The purpose of this Schedule C is to specify the fees paid to the Manager by the SBA.
For such time as this Agreement shall be in effect, the SBA agrees to pay the Manager for
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its services hereunder for the preceding quarter within five business days after the fee bill is
received and audited by the SBA. Said fee is to be determined in accordance with the fee
schedule indicated below and based on the total net asset value (NAV) of the assets under
management net of cash on a trade date basis, minus the short term portion (adjusted for
payables and receivables due to pending trades), as determined by the Master Custodian on the
last business day of the preceding quarter. The fee shall be calculated on a pro rata basis in the
event that either contributions or liquidations occur during the billing quarter. The formula to be
utilized in calculating this proration of fees is shown below and uses actual rather than standard
days.
The SBA may add to or reduce the Account Assets at its sole discretion at any time in the
future upon written notice to the Manager.

Annual Fee Schedule

Formula
For Contributions:
[EOQ NAV * R * (number of days in quarter/number of days in year)]
- [Ta * R * (number of days from BOQ until Td/number of days in year)]
= Total Management Fee
For Liquidations:
[EOQ NAV * R * (number of days in quarter/number of days in year)]
+ [Ta * R * (number of days from BOQ until Td/number of days in year)]
= Total Management Fee
Where:
Ta= Transfer Amount
Td= Transfer Date
R=
Applicable Fee Rate
NAV= Net Asset Value net of cash
EOQ= End-of-Quarter
BOQ= Beginning-of-Quarter
Global Equity-Domestic Boilerplate

24

Assumptions
(a) There is no change in net asset value related to transfers, other than the change related
to the dollar amount of the transfer itself.
(b) Transfer amounts are calculated as deductions from/additions to end-of-quarter net
asset value, with the latest transfer being backed out/added in first.
(c) In the event that the proration of contributions would result in the fee having a
negative balance, the fee is to be reduced only to zero.
Fee Calculation Example
If fee rates are:
.00125 on 1st $250 million
.00100 on $251 - $500 million
.0005 on balance
Net asset values are:
12/31 EOQ NAV = $520 million
10/1 BOQ NAV = $385 million
10/31 transferred in $50 million
11/30 transferred in $100 million
12/31 fee calculation as follows:
$250 million x .00125 x 92/365 = $78,767.12
$250 million x .001 x 92/365 =
$63,013.70
$20 million x .0005 x 92/365 =
$2,520.55
$20 million x .0005 x 60/365 =
($1,643.84)
$80 million x .001 x 60/365 =
($13,150.68)
$50 million x .001 x 30/365 =
($4,109.59)
$125,397.26
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INVESTMENT MANAGEMENT AGREEMENT
This Investment Management Agreement (the "Agreement"), is dated as of
__________________________ and is between the State Board of Administration of Florida,
acting on behalf of the [Florida Retirement System Trust Fund] or the [Lawton Chiles
Endowment Fund] (the "SBA") having its office at 1801 Hermitage Boulevard, Suite 100,
Tallahassee,

Florida

32308,

and

(the

"Manager"),

having

its

office

at

________________________________.
W I T N E S S E T H:
The SBA desires to appoint the Manager as its investment adviser and manager with
authority and responsibility to invest the Account Assets (as defined in Section 2 of this
Agreement) of the SBA in a certain custody account with the Master Custodian as specified in
Schedule A (the "Account"), and the Manager desires to act in such capacity as investment
adviser and manager, all on the terms and conditions hereinafter set forth.
NOW, THEREFORE, the parties hereto, for good and valuable consideration, the receipt
and sufficiency of which is hereby acknowledged, agree as follows:
1.

The Manager represents and warrants that:

(a)

it will continue at all times during the term of this Agreement to be a fiduciary as

described in subsection (b) of this Section and that it is a registered investment adviser under the
Investment Advisers Act of 1940 (hereinafter called the “Advisers Act”) or Section 517.12,
Florida Statutes, and is in lawful compliance with the provisions of the Advisers Act and/or
Section 517.12, as applicable, and covenants and agrees that it shall notify the SBA in writing
immediately upon the revocation, restriction or suspension of such registration or of the
Manager’s failure to maintain such registration or comply with any applicable provision of the

Global Equity-Foreign Boilerplate

1

Advisers Act or Section 517.12.
(b)

it is an "investment manager" as such term is defined in the Employees

Retirement Income Security Act ("ERISA") with respect to the Account Assets and, by reason
thereof, a fiduciary as such term is defined in ERISA with respect thereto, notwithstanding the
fact that the terms and provisions of ERISA may not be applicable to this Agreement; and
(c)

it is a ____________ duly organized, validly existing, and in good standing under

the laws of the United States and in the

and has the power and authority

to carry on its business as now being conducted and has the power and authority to execute,
deliver, and perform this Agreement; and
(d)

it is duly qualified and in good standing in such other states of the United States

and in the District of Columbia, as well as in such foreign countries or political subdivisions
thereof, as is necessary to perform this Agreement; and
(e)

it has taken all actions necessary to authorize the execution, delivery, and

performance of this Agreement, and this Agreement is a valid and binding obligation of the
Manager enforceable against it in accordance with its terms except as may be limited by federal
and state laws affecting the rights of creditors generally and except as may be limited by legal or
equitable remedies; and
(f)

it has made, obtained, and performed all other registrations, filings, approvals,

authorizations, consents, licenses, or examinations required by any government or governmental
authority, domestic or foreign, or required by any other person, corporate or other entity in order
to execute, deliver, and perform this Agreement; and
(g)

to the best of the Manager's knowledge, neither the execution, delivery, nor

performance of this Agreement by the Manager will violate any law, statute, order, rule, or
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regulation of, or judgment, order or decree by, any federal, state, local, or foreign court or
governmental authority, domestic or foreign, to which the Manager is subject nor will the same
constitute a breach of, or default under, provisions of any agreement or contract to which it is a
party or by which it is bound.
(h)

if the Manager has answered “Yes” to any questions posed in Item 11 of Form

ADV (Uniform Application for Investment Adviser Registration), Part I, Manager affirms that it
has provided to the SBA a copy of such Form ADV, Part I, or amended Form ADV, Part I, prior
to the date of execution of this Agreement by Manager, and if the Manager answers "Yes" to any
questions posed in Item 11 of Form ADV, Part I, during the term of this Agreement the Manager
covenants and agrees to provide the SBA with a copy of such Form ADV, Part I, or amended
Form ADV, Part I, within 5 working days after the Form ADV, Part I, or amended Form ADV,
Part I, has been filed with the Securities and Exchange Commission.
All of the Manager's representations and warranties set forth in this Agreement shall
survive the termination of this Agreement.
2.

The SBA hereby appoints the Manager as an investment manager with the power

to invest and manage the Account Assets of the SBA which from time to time are allocated to the
Account the SBA has opened with the Master Custodian as indicated in Schedule A, which is
attached hereto and incorporated into this Agreement by this reference, and the Manager hereby
accepts such appointment on the terms and conditions set forth herein. "Account Assets" shall
mean the assets of the SBA which the SBA has notified or shall from time to time notify the
Manager in writing to be transferred to the Account together with dividends, income, proceeds,
and profits thereon. The SBA authorizes the Manager to invest the Account Assets, subject to the
fiduciary standards set forth in Section 5 of this Agreement and the investment objectives,
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guidelines, restrictions and limitations described in Schedule B, which is attached hereto and
incorporated into this Agreement by this reference, or its subsequent revision. Account Assets
may be loaned pursuant to a securities lending agreement with the Master Custodian (see
Schedule A). Additionally, at the discretion of the SBA, Account Assets may be loaned pursuant
to and in accordance with securities lending contracts with other providers. The SBA will invest
any cash balances in the Account.
3.

(a)

The Manager is hereby authorized on behalf of the SBA, as its agent and

manager of the Account Assets, to exercise discretionary investment authority (subject to the
standards and investment objectives, guidelines, restrictions and limitations indicated in Section
2, above), without obtaining the prior consent of or consulting with the SBA, or any other
person, (i) to issue to brokers instructions to sell, and otherwise trade in, or deal with, the
Account Assets, (ii) to purchase and sell the Account Assets, (iii) to instruct any trustee or
custodian of any and all of the Account Assets to receive, accept and deliver securities or other
assets sold, exchanged or otherwise disposed of from the Account, and (iv) generally to perform
any other act necessary or proper to enable the Manager to carry out its obligations under this
Agreement. The Manager shall attempt to obtain the best net price and the most favorable
execution of each purchase and sale transaction (including, for the avoidance of doubt, foreign
exchange transactions). In selecting a broker-dealer for a particular transaction, the Manager
shall obtain best execution, considering such factors as execution capabilities required by a
transaction, cost, speed, efficiency, confidentiality and other factors, including the provision of
research or other services or products to the Account or other accounts serviced by the Manager;
provided that, the Manager shall comply with Section 28(e) of the Securities Exchange Act of
1934 and the Soft Dollar Standards adopted by the Chartered Financial Analysts (CFA) Institute.
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(b)

It is understood that the Manager performs investment advisory services

for various clients. The SBA understands that the Manager may give advice and take action with
respect to any of its other clients which may differ from advice given to the SBA, or the timing
or nature of action taken with respect to the Account; provided, however, the Manager agrees
that it will (i) not favor or disfavor consciously or consistently any client or class of clients in the
allocation of investment opportunities, and (ii) to the extent practicable see that such
opportunities are allocated among clients over a period of time on a fair and equitable basis.
(c)

Nothing in this Agreement shall impose upon the Manager any obligation

to purchase or sell, or to recommend for purchase or sale, for the Account any security which the
Manager, its principal affiliates or employees may purchase or sell for its or their own accounts
or for the account of any other client, if in the discretion of the Manager such investment would
be unsuitable for the Account or if the Manager determines in the best interest of the Account it
would be impractical or undesirable.
4.

(a)

The Manager shall send a statement of all investments, receipts,

disbursements (including but not limited to fees and commissions paid), and other transactions
directed by it for the Account to the SBA monthly. The Manager shall keep accurate and
detailed records of all transactions entered into pursuant to this Agreement and such records shall
be open to inspection and audit at all reasonable times by representatives of the SBA. Within
thirty (30) days following the close of each calendar month during the term of this Agreement
and, within thirty (30) days after the effective date of the termination of this Agreement, the
Manager shall file a written report with the SBA setting forth all transactions effected by it
during the preceding calendar month, including a schedule of assets of cash and securities, which
securities shall be identified by issuer; type of security; maturity date, if any; rate of interest, if
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any; collateral, if any; and par or maturity value, if applicable. Such report shall also contain a
valuation of the securities and options over which the Manager has control. Such assets shall be
valued as of the close of business on the last business day of the preceding calendar month or
portion thereof prior to termination of this Agreement, as the case may be.
(b) The Manager shall report the value of all SBA assets in U.S. dollars.
(c) The Manager shall provide to the SBA on a monthly basis a performance
report and a detailed schedule of all transaction costs incurred for the Account. The Manager
shall provide to the SBA a comprehensive quarterly review of investment strategy and
performance relative to market indices and the benchmark. Upon request by the SBA, the
Manager promptly shall provide to the SBA trade cost analyses for all trading in the Account
(e.g. securities, other investments and FX execution).
5.

The Manager agrees to discharge its duties, as investment manager and fiduciary,

with respect to the Account Assets solely in the interest of the SBA and the beneficiaries
thereunder and with the care, skill, prudence, and diligence under the circumstances then
prevailing that a prudent man acting in the like capacity and familiar with such matters would
use in the conduct of an enterprise of a like character and with like aims. The Manager further
agrees that it will continue at all times during the term of this Agreement to be an investment
manager and a fiduciary as above described, and that it will comply with all laws, rules, and
regulations of any governmental authority or agency having applicability to the transactions
contemplated by this Agreement, and that it will perform in accordance with the standards of
care set forth in this section and this Agreement.
6.

The Manager hereby covenants and agrees that it shall immediately notify the

SBA in writing (i) if it fails to comply with or will for any reason be unable to comply with any

Global Equity-Foreign Boilerplate

6

term, condition or provision of this Agreement; (ii) of any change in the Manager's partners,
directors, managers, member-managers, or employees who exercise investment discretion with
respect to the Account or are key compliance or operational employees or of any other material
adverse change in the Manager's condition, financial or otherwise, or in its business, business
organization, or any such change which is or might be materially adverse to the Manager or the
Account; (iii) if any of the partners, directors, managers, member-managers, or employees of the
Manager or any "affiliated person" of the Manager (as that term is defined in the Investment
Company Act of 1940) is employed by, sits on the board of, or provides consulting or similar
services to, an issuer of securities in which the Manager has invested, or intends to invest,
Account Assets; and (iv) following the occurrence of any happening or event which would cause
any representation or warranty of the Manager in Sections 1 and the last sentence of Section
15(b) hereof, to be no longer true and correct in all respects (assuming solely for the purpose of
this covenant of notification that all such representations and warranties are deemed to be
reiterated and brought down during each successive day during this Agreement) provided that
nothing in this provision shall detract from or modify any representation or warranty made by the
Manager in Section 1 hereof.
7.

The objective of the Manager is to produce an incremental return to a specified

benchmark over a market cycle on the Accounts Assets. This objective is outlined in Schedule B
hereto.
8.

(a)

Custody and control of all Account Assets shall remain with the Master

Custodian. Accordingly, the Manager will arrange to have all investments, option premium
funds or other cash flow arising from any transaction effected in accordance with the terms and
provisions of this Agreement to be promptly remitted to the Master Custodian and credited to the
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appropriate Account number. The Manager shall also provide the SBA with such information as
the SBA, from time to time, may request with regard to the Account Assets, including the
identity of the employees, officers, and directors or other principals of the Manager, or other
matters relating to this Agreement and the transactions contemplated hereby. The Manager will
have the responsibility to monthly provide the Master Custodian with data to support asset and
return reconciliations between the Manager and the Master Custodian and to participate and
cooperate fully and proactively in such reconciliation processes, as may be requested by the SBA
and/or the Master Custodian. The objective of the Manager’s participation in such reconciliation
processes will be to help identify and resolve, to the extent practicable, material discrepancies
between the Manager’s records and the Master Custodian’s records. The SBA has the power at
any time, in its sole discretion, to appoint one or more additional or substitute custodians to hold
the Account Assets pursuant to the terms of any other custody agreements or pursuant to the
terms of Schedule A hereto, as may be revised.
(b)

The SBA, during the term of this Agreement, will give the Manager notice

of any termination of the Schedule A Master Custodian Contract or substitute custodian contract.
(c)

The Manager agrees to cooperate with the Master Custodian or its

successor in connection with all transactions contemplated by this Investment Management
Agreement covered by the Master Custodian Contract.
9.

The Manager represents and warrants that it presently has in effect insurance

coverage which complies with the bonding requirements of Section 412 of ERISA, and the
Manager covenants that it shall keep such insurance coverage as required by said section (as the
same may from time to time be supplemented or amended) in effect during the term of this
Agreement, notwithstanding the fact that the terms and provisions of ERISA may not be
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applicable to this Agreement. Upon request of the SBA, the Manager shall provide to the SBA
evidence that the premium therefor has been paid.
10.

The Manager presently has in effect, and will maintain during the term of this

Agreement, fiduciary liability insurance in an amount not less than $25,000,000 which provides
coverage with respect to any loss resulting from a breach of its fiduciary duties and including
coverage in the event of recourse against it by, or on behalf of, the SBA. Upon request of the
SBA, the Manager shall provide to the SBA evidence that the premium therefor has been paid.
11.

(a)

The Manager agrees to reimburse the SBA for, and to hold the SBA and

each entity having an interest in the Account Assets harmless from, all liabilities, claims, losses,
costs, and expenses arising from, or in connection with, the Account (including reasonable
attorneys' fees and expenses) which are judicially determined to result from the Manager's willful
misconduct, lack of good faith, or negligence, or, from the actions or inactions of, or by, the
Manager in violation of its duties hereunder or for which it would otherwise be legally liable
under applicable law. The agreement and obligation of the Manager under this provision shall
survive the termination of this Agreement.
(b)

Federal and state securities laws may impose liabilities under certain

circumstances on investment advisers, managers or fiduciaries who act in good faith, and nothing
herein shall constitute a waiver or limitation of any right that the SBA may have under any such
federal or state securities laws.
12.

Except to the extent otherwise required by any applicable federal or state law, or

requested by regulatory authority, or by direction of the SBA, the Manager shall keep
confidential any and all information concerning the affairs of the SBA, the actions of the
Manager taken pursuant hereto, and the details of any transaction effected in accordance with the
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terms and provisions of this Agreement. The Manager acknowledges that the SBA is bound by
the provisions of the Florida Public Records Law, Chapter 119, Florida Statutes, and that
documents and other records received by the SBA, unless exempt by applicable law, are open to
public inspection.
13.

The compensation of the Manager for its services hereunder shall be calculated

and paid in accordance with Schedule C, which is attached hereto and incorporated into this
Agreement by this reference. All out-of-pocket expenses of the Manager, including without
limitation, mailing and telephone expenses, travel expenses, salaries, and overhead costs, are to
be paid for by the Manager. In consideration for the compensation payable to the Manager
hereunder, the Manager’s services shall include educational and training services on topics
relevant to the strategies and products marketed by the Manager to the SBA (the “Training”).
The specific characteristics of such Training shall be mutually agreed from time to time by the
SBA and the Manager, including reimbursement by the SBA of any out-of-pocket expenses (e.g.
travel expenses) incurred by the Manager; provided however, that the SBA will reimburse the
Manager for such travel expenses only when authorized in advance by the Executive Director &
CIO (or his or her designee) as provided in Section 112.061, Florida Statutes, as amended from
time to time and the administrative rules promulgated thereunder. The SBA shall provide the
Manager with a summary of per diem rates and other travel related requirements to assist the
Manager in abiding with such requirements.
14.

The SBA reserves the right to instruct the Manager in writing to direct the SBA's

brokerage commissions, subject to the restriction of best execution, to a particular broker-dealer
and shall be reported by the Manager on a monthly basis as provided in Section 4 of this
Agreement.
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15.

(a) The Manager acknowledges and agrees that the Manager shall be solely

responsible for, and the SBA has no obligation to pay or be allocated (directly or indirectly) any
fees, compensation or expenses for any placement agent or finder in connection with the SBA’s
appointment of the Manager as an investment manager under this Agreement.
(b) The Manager acknowledges that it has received and reviewed SBA Policy
No. 10-045, Disclosure of the Use of Placement Agents, in effect as of the date hereof, and has
provided to the SBA a completed Placement Agent Information Disclosure (as defined therein)
with respect to the SBA’s appointment of the Manager as an investment manager under this
Agreement. The Manager represents and warrants that there is no misrepresentation, omission or
inaccuracy in the Placement Agent Information Disclosure or any attestation related to the
Placement Agent Information Disclosure.
16.

No assignment, as that term is defined in the Investment Advisers Act of 1940,

nor any other form of assignment, transfer, or conveyance of this Agreement shall be made by
the Manager without the prior written consent of the SBA.
17.

This Agreement may be terminated by the Manager at any time by giving the

SBA written notice at least thirty (30) days prior to the date on which such termination is to
become effective. The SBA may at any time terminate the authority of the Manager to act
hereunder upon delivery of written notice, effective upon receipt, regardless of whether or not
the Manager is on the watch list or is under or has been under any evaluation, review or
monitoring, in any fashion whatsoever, as more particularly described in SBA Policy # 10-011,
State Board of Administration of Florida (SBA) External Investment Manager Retention and
Termination, with Appendices, as such may be amended from time to time. Termination of the
Manager's authority by the SBA shall terminate this Agreement. Termination of the Agreement
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shall not affect the right of either party to bring an action against the other with respect to the
Agreement. Except as may be provided otherwise herein, this Agreement may be modified at
any time upon mutual written agreement of the Manager and the SBA.
18.

All notices, requests, instructions, or other communications hereunder shall be in

writing and shall be deemed to have been properly given and effective, if addressed or sent to the
other party at the address, e-mail address or number indicated below (or such other address or
number provided in writing by the party), (i) on the date of actual receipt if provided by hand
delivery, certified or registered mail (return receipt requested), United States Express Mail, or
courier service (e.g. Federal Express or UPS) or (ii) on the date sent if provided by facsimile
transmission or e-mail confirmed afterwards as soon as reasonably possible by telephone call,
first-class mail, return e-mail acknowledgement or by any method specified in (i), above, and
there exists tangible evidence of the facsimile or e-mail transmission such as a transmission or
confirmation report produced by the transmitting machine or any e-mail acknowledgement
confirming receipt.
If to the SBA:
if mailed:

State Board of Administration
Post Office Box 13300
Tallahassee, Florida 32317-3300
Attention: Senior Investment OfficerGlobal Equity

if delivered by hand or
express mail/courier service:

State Board of Administration
1801 Hermitage Boulevard, Suite 100
Tallahassee, Florida 32308
Attention: Senior Investment OfficerGlobal Equity

SBA Fax#: (850) 413-1096
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With Copies to the following:

If related to a notice or other
communication under Sections
1, 6, 9, 10, 15, 25, 28, 29 or Schedule B
hereof or the Manager’s Form ADV

Attention: Chief Risk & Compliance
Officer
Fax No. (850) 413-1394

If to the Manager:
if mailed:

Attention:

if delivered by hand or
express mail/courier service :
Attention:
Manager Fax#:

19.

If any provisions of this Agreement are held invalid or unenforceable, such

invalidity or unenforceability shall not affect any other provisions, and this Agreement shall be
construed and enforced as if such provisions had not been included.
20.

The SBA has taken all necessary action to duly authorize the execution, delivery

and performance of this Agreement.
21.

This Agreement and any and all exhibits, schedules and enclosures attached

hereto, which are incorporated into the Agreement by this reference, constitute and embody the
entire agreement and understanding of the parties with respect to the subject matter hereof,
supersede any prior or contemporaneous agreements or understandings with respect to the
subject matter hereof, and, unless otherwise provided herein, cannot be altered, amended,
supplemented, or abridged or any provisions waived except by written agreement of the parties
as herein provided.
22.

This Agreement shall be construed and enforced in accordance with the laws of
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the United States of America and, to the extent not inconsistent therewith, the laws of the State
of Florida. The Manager consents to the exclusive jurisdiction of Florida state courts located in
Leon County, Florida with respect to all legal proceedings instituted by the Manager or the SBA
hereunder.
23.

This Agreement may be executed in several counterparts, each of which shall be

deemed to be an original, but together shall constitute one and the same document.
24.

All titles, headings, or captions respecting the content of the sections or

paragraphs of this Agreement are for convenience of reference only and shall not be construed as
a part or limitation of those provisions to which they refer.
25.

The SBA hereby acknowledges receipt of the Manager's Investment Adviser

Disclosure Statement (Part II of Form ADV), as required by SEC Rule 204-3 (17 CFR
275.204-3) under the Investment Advisers Act of 1940, not less than 48 hours prior to the
signing of this Agreement.
26.

In the event the SBA becomes involved in a class action lawsuit or other

proceeding involving securities traded by the Manager, the Manager agrees to cooperate with the
SBA and the judge or other authority in charge of such proceeding in all related matters
including, but not limited to, discovery requests and, if required, appearances in court. This
provision shall survive the termination of this Agreement.
27.

The SBA maintains a fraud hotline at (800) 547-9180 to encourage individuals to

report suspected SBA-related fraud, theft, or financial misconduct on an anonymous basis. The
hotline is operated 24 hours a day, 7 days a week, by an independent company and tips are
anonymously referred to the Inspector General of the SBA. Within 30 days following the
effective date of this Agreement, the Manager agrees to communicate this hotline information to
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those of its employees that are responsible for providing services under this Agreement. The
Manager also agrees to re-communicate this hotline information to those employees providing
services under this contract upon the written request of the SBA.
28. (a) Manager agrees to certify to the SBA in writing annually, no later than January
31 of each calendar year, or at such other times as the SBA may request, in its sole discretion,
on a form prescribed by the SBA that:
(i) All investment decisions made on behalf of the SBA are made in the best interests of
the SBA and not made in a manner to the advantage of the Manager, other persons, or clients to
the detriment of the SBA.
(ii)

Appropriate policies, procedures, or other safeguards have been adopted and

implemented to ensure that relationships with any affiliated persons or entities do not adversely
influence the investment decisions made on behalf of the SBA.
(iii) A written code of ethics, conduct, or other set of standards, which governs the
professional behavior and expectations of owners, general partners, directors or managers,
officers, and employees of the Manager, has been adopted and implemented and is effectively
monitored and enforced. The Manager’s code of ethics shall require that:
(A) Officers and employees involved in the investment process refrain from personal
business activity that could conflict with the proper execution and management of the investment
program over which the Manager has discretionary investment authority or that could impair its
ability to make impartial decisions with respect to such investment program; and
(B) Officers and employees refrain from undertaking personal investment transactions
with the same individual employee at a broker-dealer firm with whom business is conducted on
behalf of the SBA.
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(iv) The Manager has proactively and promptly disclosed to the SBA, notwithstanding
Section 28(b) hereof, any known circumstances or situations that a prudent person could expect
to create an actualor potential, conflict of interest, including specifically:
(A) Any material interests in or with financial institutions with which officers and
employees conduct business on behalf of the SBA; and
(B) Any personal financial or investment positions of the Manager that could be related
to the performance of an investment program over which the Manager has discretionary
investment authority on behalf of the SBA.
(b) Manager agrees that at all times during the term of this Agreement (i) it shall abide
by a standard of conduct pursuant to Section 215.4755, Florida Statutes (2011), as more
particularly described in Section 28.(a) hereof and (ii) at the request of the SBA, the Manager
shall disclose promptly to the SBA in writing (A) any nonconfidential, nonproprietary
information or reports to substantiate the certification required under Section 28(a) hereof and
(B) all direct or indirect pecuniary interests that the Manager has in or with any party to a
transaction with the SBA, if the transaction is related to any discretionary investment activity
that the Investment Manager exercises on behalf of the SBA.
(c) In addition to the certification required under Section 28(a) hereof, Manager agrees to
provide to the SBA annually or at such other more frequent times as the SBA may request, in the
SBA’s sole discretion, on a form prescribed by the SBA, a certificate confirming compliance
with the terms and provisions of this Agreement and the SBA’s Investment Protection Principles,
as amended by the SBA from time to time, and disclosing and updating other information
requested by the SBA relating to the Manager, this Agreement and/or the subject matter of this
Agreement.
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29. The Manager shall comply with, and shall execute all documents and take
any and all actions that are necessary and appropriate to satisfy, the standards and requirements
applicable to the SBA’s external managers under SBA Policy #10-004, Communications, SBA
Policy #10-017, Investment Protection Principles and to the extent applicable, SBA Policy #10015, Corporate Governance, as such policies may be amended from time to time, and all of
which (together with any future amendments thereto) are incorporated into this Agreement by
this reference. Consistent with the SBA’s Equal Employment Opportunity (EEO) Policy, the
Manager shall not discriminate in its employment decisions on the basis of race, color, religion,
sex, national origin, age, handicap or marital status, and the Manager shall make reasonable
accommodations for qualified individuals with known disabilities unless doing so would result in
and undue hardship, safety, and/or health risk. The Manager shall use the U.S. Department of
Homeland Security’s E-Verify system to verify the employment eligibility of the Manager’s
employees and subcontractors.
IN WITNESS WHEREOF, the parties have caused this Agreement to be executed and
attested by their respective officers thereunto duly authorized on the day and year first above
written.

______________________________

STATE BOARD OF ADMINISTRATION
OF FLORIDA, on behalf of
____________________________________

______________________________

__________________________________
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Ashbel C. Williams
Executive Director & CIO

Approved as to legality:

__________________________________

Schedules:

Schedule A Schedule B Schedule C -
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SCHEDULE A
Of Agreement Between
("Manager")
and the STATE BOARD OF ADMINISTRATION ("SBA")

CUSTODY AGREEMENT
The purpose of this part of Schedule A is to describe the custody Account with Mellon
Bank, N.A. (the "Master Custodian"), having its principal place of business at Pittsburgh,
Pennsylvania, under the Master Custodian Contract dated July 1, 2005, between the Master
Custodian and the SBA.

The SBA has engaged the Master Custodian to perform certain

custodial services on behalf of the SBA. In respect of the investments contemplated by the
Investment Management Agreement, the SBA has opened an Account with the Master Custodian
which performs such services as are described in the Contract.
SECURITIES LENDING
The SBA has entered into a Securities Lending Authorization Agreement with the Master
Custodian dated July 1, 2005 (the “Lending Agreement”). The Lending Agreement authorizes
the Master Custodian as lending agent to loan securities held in specified SBA accounts.
The Master Custodian may be instructed by the SBA to lend securities held in the
Account.
TENDERS
The Manager shall have all responsibility with respect to the tendering of securities or
interest coupons in response to offers, calls or redemptions or with respect to the exercise of
conversion rights, subscription rights or other options relating to the Account unless the Manager
has received written notice thereof that refers to the particular securities managed by it for the
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SBA as opposed to a notice referring merely to the securities of a particular issuer.
PROXIES
The SBA retains the right and authority to vote and act upon all proxy issues. It is
understood that the Manager shall have no responsibility to act on proxy issues or to notify the
SBA of same.The Executive Director & CIO of the SBA may revise the terms of this Schedule A
by written notification to the Manager without affecting any other part of this Agreement.
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SCHEDULE B
Investment Management Guidelines
State Board of Administration
Investment Management Agreement
Purpose
The purpose of this Schedule B is to define the investment objective, performance criteria and
special reporting requirements for the Manager with respect to the Account and to provide for
any specific investment authority and prohibitions and restrictions applicable to the Manager.

Portfolio Name:
Effective Date:

Fund:
Asset Class: Global Equity - Foreign
Portfolio Attributes:
Securities Lending:
Accredited Investor (Total Assets > $5m):
Qualified Purchaser (Total Assets > $25m):
Qualified Institutional Buyer) (QIB):
Benchmark:
Style:
Risk Profile:
Limits/Constraints:
Cash Managed by SBA:
Leverage:
Leverage Limits:
To the extent the SBA has authorized the Manager to use leverage, the Manager shall comply with, and
shall execute all documents and take any and all actions that are necessary and appropriate to satisfy, the
standards and requirements applicable to the SBA’s external managers under SBA Policy #10-016 –
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Leverage Usage, as such may be amended from time to time and which (together with any future
amendments thereto) are incorporated into this Schedule B by this reference.
Approved Exchanges:

In the event that the SBA at any time authorizes the Manager to invest Account Assets in futures
and options, then the Manager is authorized to make such investments only if such futures and
options are traded on a securities exchange or board of trade regulated by the Securities and
Exchange Commission or the Commodity Futures Trading Commission or on any other market
authorized by the SBA from time to time as set forth in the SBA’s list of Designated Futures and
Options Markets pursuant to SBA Rule 19-3.016(16), which (together with any future
amendments or changes thereto) (the “Designated Markets List”), are incorporated into this
Schedule B by this reference. If so authorized above, the Manager acknowledges and agrees
that the Manager has received the Designated Markets List in effect as of the date of this
Agreement.

Permitted Securities (no other types of securities allowed except those specified here):
To the extent the Manager determines it is necessary or appropriate to invest in securities or investments
other than those specified as “Permitted Securities” in this Schedule B, then the Manager shall contact the
Senior Investment Officer – (Asset Class) , and the Manager shall comply with, and shall execute all
documents and take any and all actions that are necessary and appropriate to satisfy, the standards and
requirements applicable to the SBA’s external managers under SBA Policy #10-019 – New Investment
Vehicles and Programs, which (together with any future amendments thereto) are incorporated into this
Schedule B by this reference.
Prohibited Securities:
The Manager may not invest in any security, investment or instrument not authorized in section 215.47,
FLORIDA STATUTES, and not expressly permitted by this Schedule B.
Other Prohibitions/Divestment:

Notwithstanding any provision of the Agreement to the contrary, the Manager (i) is prohibited
from acquiring or retaining for the Account any obligation, security or other investment which
would be in violation of Sections 215.471 and 215.472 (Cuba), 121.153 (Northern Ireland), or
215.473 (PFIA-Iran, Sudan), Florida Statutes, and (ii) shall divest of any Account investment in
any institution doing business in or with Northern Ireland upon receipt of written direction from
the SBA identifying the institution. In order to implement the foregoing restrictions in (i), above,
the SBA will notify the Manager of the companies and institutions in which investments are
prohibited, which list will be updated as necessary.
Derivatives:
Types:
Maximum Derivatives Usage:
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To the extent the SBA has authorized the Manager to use derivatives, the Manager shall comply with, and
shall execute all documents and take any and all actions that are necessary and appropriate to satisfy, the
standards and requirements applicable to the SBA’s external managers under SBA Policy #10-013, see SBA
Policies #10-013 – Derivative Instruments Usage and #15-013 – Derivatives Usage Policy, which (together
with any future amendments thereto) are incorporated into this Schedule B by this reference.
OTC Derivatives traded
Using SBA ISDAs:

In the event that the SBA at any time authorizes the Manager to invest the Account
Assets in futures, options, notional principal contracts or any other derivatives or other
transactions that may only be effected through an ISDA Master Agreement or other ISDA
documentation (and not on an exchange), then the Manager covenants, agrees and
acknowledges that it shall make such investment, and that it is authorized to make such
investment, only in accordance with and pursuant to the terms and provisions of an ISDA
Master Agreement (including any Schedule or amendments thereto) between the SBA and
an ISDA broker-dealer.
The Manager understands and acknowledges that the SBA has entered, or from time to time
may enter, into one of more clearing agreements with clearing broker(s) (each, a “Clearing
Agreement”). In the event that the SBA at any time authorizes the Manager to invest Account
Assets in futures, options, notional principal contracts or any other derivatives or other
transactions that are permitted and able to be cleared under any Clearing Agreement, then all
such investments made by the Manager shall be cleared under
any such Clearing Agreement.Investment Objective and Performance
This Account is principally an equity management program for the SBA. The benchmark will be
the MSCI __________. The SBA will measure and gauge the Manager’s performance by the
Manager’s ability [to exceed] [to meet or exceed] the return of the benchmark over time.
Portfolio Management and Implementation Narrative

SCHEDULE B: NONCOMPLIANCE

In the event of any Manager purchase in violation of this Schedule B, and upon realization
and/or notification of the breach, the Manager shall notify the SBA immediately and shall sell
the security or investment that caused the compliance exception within five (5) business days or
within a specified time period determined after consultation with the SBA. The Manager shall
make the SBA and the Account whole for all losses related to the disposition of any security or
investment purchased by the Manager in violation of this Schedule B, and such losses shall be
calculated by deducting the net proceeds received from the disposition from the total explicit
cost of the security or investment at purchase (including principal, commissions, taxes and
other explicit costs). All gains from the disposition shall remain in the Account and shall not
inure to the benefit of the Manager.
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Revision
The SBA may revise this Schedule B by written notification to the Manager without affecting any
other parts of this Agreement. Any investment limitation or restrictions specified in Schedule B
supersedes any authority given in any other part of this Agreement.

SCHEDULE C
of Agreement Between
("Manager")
and the STATE BOARD OF ADMINISTRATION ("SBA")
The purpose of this Schedule C is to specify the fees paid to the Manager by the SBA.
For such time as this Agreement shall be in effect, the SBA agrees to pay the Manager for
its services hereunder for the preceding quarter within five business days after the fee bill is
received and audited by the SBA. Said fee is to be determined in accordance with the fee
schedule indicated below and based on the total net asset value (NAV) of the assets under
management on a trade date basis, as determined by the Master Custodian on the last business
day of the preceding quarter. The fee shall be calculated on a pro rata basis in the event that
either contributions or liquidations occur during the billing quarter. The formula to be utilized in
calculating this proration of fees is shown below and uses actual rather than standard days.
The SBA may add to or reduce the Account Assets at its sole discretion at any time in the
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future upon written notice to the Manager.

Annual Fee Schedule
Formula
For Contributions:
[EOQ NAV * R * (number of days in quarter/number of days in year)]
- [Ta * R * (number of days from BOQ until Td/number of days in year)]
= Total Management Fee
For Liquidations:
[EOQ NAV * R * (number of days in quarter/number of days in year)]
+ [Ta * R * (number of days from BOQ until Td/number of days in year)]
= Total Management Fee
Where:
Ta= Transfer Amount
Td= Transfer Date
R=
Applicable Fee Rate
NAV= Net Asset Value
EOQ= End-of-Quarter
BOQ= Beginning-of-Quarter
Assumptions
(a) There is no change in net asset value related to transfers, other than the change related
to the dollar amount of the transfer itself.
(b) Transfer amounts are calculated as deductions from/additions to end-of-quarter net
asset value, with the latest transfer being backed out/added in first.
(c) In the event that the proration of contributions would result in the fee having a
negative balance, the fee is to be reduced only to zero.
Fee Calculation Example
If fee rates are:
.00125 on 1st $250 million
.00100 on $251 - $500 million
.0005 on balance
Net asset values are:
12/31 EOQ NAV = $520 million
10/1 BOQ NAV = $385 million
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10/31 transferred in $50 million
11/30 transferred in $100 million
12/31 fee calculation as follows:
$250 million x .00125 x 92/365 = $78,767.12
$250 million x .001 x 92/365 =
$63,013.70
$20 million x .0005 x 92/365 =
$2,520.55
$20 million x .0005 x 60/365 =
($1,643.84)
$80 million x .001 x 60/365 =
($13,150.68)
$50 million x .001 x 30/365 =
($4,109.59)
$125,397.26
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INVESTMENT MANAGEMENT AGREEMENT
This Investment Management Agreement (the "Agreement"), is dated as of
________________ and is between the State Board of Administration of Florida, acting on
behalf of the [Florida Retirement System Trust Fund] or the [Lawton Chiles Endowment Fund]
(the “SBA”), having its office at 1801 Hermitage Boulevard, Suite 100, Tallahassee, Florida
32308,

and

________________

(the

"Manager"),

having

its

office

at

_______________________________.
WITNESSETH
The SBA desires to appoint the Manager as its investment adviser and manager with
authority and responsibility to invest the Account Assets (as defined in Section 2 of this
Agreement) of the SBA in a certain custody account with the Master Custodian as specified in
Schedule A (the "Account"), and the Manager desires to act in such capacity as investment
adviser and manager, all on the terms and conditions hereinafter set forth.
NOW, Therefore, the parties hereto, for good and valuable consideration, the receipt and
sufficiency of which is hereby acknowledged, agree as follows:
1.

The Manager represents and warrants that:
(a)

it will continue at all times during the term of this Agreement to be a

fiduciary as described in subsection (b) of this Section and that it is a registered investment
adviser under the Investment Advisers Act of 1940 (hereinafter called the “Advisers Act”) or
Section 517.12, Florida Statutes, and is in lawful compliance with the provisions of the Advisers
Act and/or Section 517.12, as applicable, and covenants and agrees that it shall notify the SBA in
writing immediately upon the revocation, restriction or suspension of such registration or of the
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Manager’s failure to maintain such registration or comply with any applicable provision of the
Advisers Act or Section 517.12.
(b)

it is an "investment manager" as such term is defined in the Employees

Retirement Income Security Act of 1974, as amended ("ERISA") with respect to the Account
Assets and, by reason thereof, a fiduciary as such term is defined in ERISA with respect thereto,
notwithstanding the fact that the terms and provisions of ERISA may not be applicable to this
Agreement; and
(c)

it is a _______________ duly organized, validly existing, and in good

standing under the laws of the United States and the ________________and has the power and
authority to carry on its business as now being conducted and has the power and authority to
execute, deliver, and perform this Agreement; and
(d)

it is duly qualified and in good standing in such other states of the United

States and in the District of Columbia, as well as in such foreign countries or political
subdivisions thereof, as is necessary to perform this Agreement; and
(e)

it has taken all actions necessary to authorize the execution, delivery, and

performance of this Agreement, and this Agreement is a valid and binding obligation of the
Manager enforceable against it in accordance with its terms except as may be limited by federal
and state laws affecting the rights of creditors generally and except as may be limited by legal or
equitable remedies; and
(f)

it has made, obtained, and performed all other registrations, filings,

approvals, authorizations, consents, licenses, or examinations required by any government or
governmental authority, domestic or foreign, or required by any other person, corporate or other
entity in order to execute, deliver, and perform this Agreement; and
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(g)

to the best of the Manager's knowledge, neither the execution, delivery,

nor performance of this Agreement by the Manager will violate any law, statute, order, rule, or
regulation of, or judgment, order or decree by, any federal, state, local, or foreign court or
governmental authority, domestic or foreign, to which the Manager is subject nor will the same
constitute a breach of, or default under, provisions of any agreement or contract to which it is a
party or by which it is bound.
(h)

if the Manager has answered “Yes” to any questions posed in Item 11 of

Form ADV (Uniform Application for Investment Adviser Registration), Part I, Manager affirms
that it has provided to the SBA a copy of such Form ADV, Part I, or amended Form ADV, Part I,
prior to the date of execution of this Agreement by Manager, and if the Manager answers "Yes"
to any questions posed in Item 11 of Form ADV, Part I, during the term of this Agreement the
Manager covenants and agrees to provide the SBA with a copy of such Form ADV, Part I, or
amended Form ADV, Part I, within 5 working days after the Form ADV, Part I, or amended
Form ADV, Part I, has been filed with the Securities and Exchange Commission. All of the
Manager's representations and warranties set forth in this Agreement shall survive the
termination of this Agreement.
2.

The SBA hereby appoints the Manager as an investment manager with the power

to invest and manage the Account Assets of the SBA which from time to time are allocated to the
Account the SBA has opened with the Master Custodian as indicated in Schedule A, which is
attached hereto and incorporated into this Agreement by this reference, and the Manager hereby
accepts such appointment on the terms and conditions set forth herein. "Account Assets" shall
mean the assets of the SBA which the SBA has notified or shall from time to time notify the
Manager in writing to be transferred to the Account together with dividends, income, proceeds,
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and profits thereon. The SBA authorizes the Manager to invest the Account Assets, subject to
the fiduciary standards set forth in Section 5 of this Agreement and the investment objectives,
guidelines, restrictions and limitations described in Schedule B, which is attached hereto and
incorporated into this Agreement by this reference, or its subsequent revision. Account Assets
may be loaned pursuant to a securities lending agreement with the Master Custodian (see
Schedule A). Additionally, at the discretion of the SBA, Account Assets may be loaned pursuant
to and in accordance with securities lending contracts with other providers. The SBA will invest
any cash balances in the Account.
3.

(a)

The Manager is hereby authorized on behalf of the SBA, as its agent and

manager of the Account Assets, to exercise discretionary investment authority (subject to the
standards and investment objectives, guidelines, restrictions and limitations indicated in Section
2, above), without obtaining the prior consent of or consulting with the SBA, or any other
person, (i) to issue to broker/dealers instructions to sell, and otherwise trade in, or deal with, the
Account Assets, (ii) to purchase and sell the Account Assets, (iii) to instruct any trustee or
custodian of any and all of the Account Assets to receive, accept and deliver securities or other
assets sold, exchanged or otherwise disposed of from the Account, and (iv) generally to perform
any other act necessary or proper to enable the Manager to carry out its obligations under this
Agreement.

The Manager shall attempt to obtain the best net price and the most favorable

execution of each purchase and sale transaction (including, for the avoidance of doubt, foreign
exchange transactions). In selecting a broker-dealer for a particular transaction, the Manager
shall obtain best execution, considering such factors as execution capabilities required by a
transaction, cost, speed, efficiency, confidentiality and other factors, including the provision of
research or other services or products to the Account or other accounts serviced by the Manager;
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provided that, the Manager shall comply with Section 28(e) of the Securities Exchange Act of
1934 and the Soft Dollar Standards adopted by the Chartered Financial Analysts (CFA) Institute.
In the event the Manager plans to execute trades involving bond credits (either new issue
or secondary), the procedures, reporting and allocation of bond credits must be approved in
advance by the SBA.
(b)
for various clients.

It is understood that the Manager performs investment advisory services
The SBA understands that the Manager may give advice and take action

with respect to any of its other clients which may differ from advice given to the SBA, or the
timing or nature of action taken with respect to the Account; provided, however, the Manager
agrees that it will (i) not favor or disfavor consciously or consistently any client or class of
clients in the allocation of investment opportunities, and (ii) to the extent practicable see that
such opportunities are allocated among clients over a period of time on a fair and equitable basis.
(c)

Nothing in this Agreement shall impose upon the Manager any obligation

to purchase or sell, or to recommend for purchase or sale, for the Account any security which the
Manager, its principal affiliates or employees may purchase or sell for its or their own accounts
or for the account of any other client, if in the discretion of the Manager such investment would
be unsuitable for the Account or if the Manager determines in the best interest of the Account it
would be impractical or undesirable.
4.

(a)

The Manager shall send a statement of all investments, earnings, receipts,

disbursements (including, but not limited to, fees and commissions paid), and other transactions
directed by it for the Account to the SBA monthly. The Manager shall keep accurate and
detailed records of all transactions entered into pursuant to this Agreement and such records shall
be open to inspection and audit at all reasonable times by representatives of the SBA. Within ten
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(10) business days following the close of each calendar month during the term of this Agreement
and, within ten (10) business days after the effective date of the termination of this Agreement,
the Manager shall file a written report with the SBA setting forth all transactions effected by it
during the preceding calendar month, including a schedule of assets of cash and securities, which
securities shall be identified by cusip, issuer, coupon rate, type of security, maturity, sector, and
par value.

Such report shall also contain a valuation of all securities over which the Manager

has control. Such assets shall be valued as of the close of business on the last business day of
the preceding calendar month or portion thereof prior to termination of this Agreement, as the
case may be.

Additional reports may be required based on the strategy and are described in

Schedule B hereto.
(b) The Manager shall report the value of all SBA assets in U.S. dollars.
(c) The Manager shall provide to the SBA on a monthly basis a performance
report and a detailed schedule of all transaction costs incurred for the Account. The Manager
shall provide to the SBA a comprehensive quarterly review of investment strategy and
performance relative to market indices and the benchmark. Upon request by the SBA, the
Manager promptly shall provide to the SBA trade cost analyses for all trading in the Account
(e.g. securities, other investments and FX execution).
5.

The Manager agrees to discharge its duties, as investment manager and fiduciary,

with respect to the Account Assets solely in the interest of the SBA and the beneficiaries
thereunder and with the care, skill, prudence, and diligence under the circumstances then
prevailing that a prudent man acting in the like capacity and familiar with such matters would
use in the conduct of an enterprise of a like character and with like aims. The Manager further
agrees that it will continue at all times during the term of this Agreement to be an investment
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manager and a fiduciary as above described, and that it will comply with all laws, rules, and
regulations of any governmental authority or agency having applicability to the transactions
contemplated by this Agreement, and that it will perform in accordance with the standards of
care set forth in this section and this Agreement.
6.

The Manager hereby covenants and agrees that it shall immediately notify the

SBA in writing (i) if it fails to comply with or will for any reason be unable to comply with any
term, condition or provision of this Agreement; (ii) of any change in the Manager's partners,
directors, managers, member-managers, or employees who exercise investment discretion with
respect to the Account or are key compliance or operational employees of any other material
adverse change in the Manager's condition, financial or otherwise, or in its business, business
organization, or any such change which is or might be materially adverse to the Manager or the
Account; (iii) if any of the partners, directors, managers, member-managers, or employees of the
Manager or any "affiliated person" of the Manager (as that term is defined in the Investment
Company Act of 1940) is employed by, sits on the board of, or provides consulting or similar
services to, an issuer of securities in which the Manager has invested, or intends to invest,
Account Assets; and (iv) following the occurrence of any happening or event which would cause
any representation or warranty of the Manager in Sections 1 and the last sentence of Section
15(b) hereof, to be no longer true and correct in all respects (assuming solely for the purpose of
this covenant of notification that all such representations and warranties are deemed to be
reiterated and brought down during each successive day during this Agreement); provided that
nothing in this provision shall detract from or modify any representation or warranty made by the
Manager in Section 1 hereof.
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7.

The objective of the Manager is to produce an incremental return to a specified

benchmark over a market cycle on the Account Assets. This investment objective is outlined in
Schedule B hereto.
8.

(a)

Custody and control of all Account Assets shall remain with the Master

Custodian. Accordingly, the Manager will arrange to have all investments, proceeds, interest,
premium, or any other investment income or cash flows arising from any transaction effected in
accordance with the terms and provisions of this Agreement to be promptly remitted to the
Master Custodian and credited to the appropriate Manager’s Account number. The Manager
shall also provide the SBA with such information as the SBA, from time to time, may request
with regard to the Account Assets, including the identity of the employees, officers, and directors
or other principals of the Manager, or other matters relating to this Agreement and the
transactions contemplated hereby. The Manager will have the responsibility to monthly provide
the Master Custodian with data to support asset and return reconciliations between the Manager
and the Master Custodian and to participate and cooperate fully and proactively in such
reconciliation processes, as may be requested by the SBA and/or the Master Custodian. The
objective of the Manager’s participation in such reconciliation processes will be to help identify
and resolve, to the extent practicable, material discrepancies between the Manager’s records and
the Master Custodian’s records. The SBA has the power at any time, in its sole discretion, to
appoint one or more additional or substitute custodians to hold the Account Assets pursuant to
the terms of any other custody agreements or pursuant to the terms of Schedule A hereto, as may
be revised.
(b)

The SBA, during the term of this Agreement, will give the Manager notice

of any termination of the Schedule A Master Custodian Contract or substitute custodian contract.
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(c)

The Manager agrees to cooperate with the Master Custodian or its

successor in connection with all transactions contemplated by this Investment Management
Agreement covered by the Master Custodian Contract.
9.

The Manager represents and warrants that it presently has in effect insurance

coverage which complies with the bonding requirements of Section 412 of ERISA, and the
Manager covenants that it shall keep such insurance coverage as required by said section (as the
same may from time to time be supplemented or amended) in effect during the term of this
Agreement, notwithstanding the fact that the terms and provisions of ERISA may not be
applicable to this Agreement. Upon request of the SBA, the Manager shall provide to the SBA
evidence that the premium therefor has been paid.
10.

The Manager presently has in effect, and will maintain during the term of this

Agreement, fiduciary liability insurance in an amount not less than $25,000,000 which provides
coverage with respect to any loss resulting from a breach of its fiduciary duties and including
coverage in the event of recourse against it by, or on behalf of, the SBA. Upon request of the
SBA, the Manager shall provide to the SBA evidence that the premium therefor has been paid.
11.

(a)

The Manager agrees to reimburse the SBA for, and to hold the SBA and

each entity having an interest in the Account Assets harmless from, all liabilities, claims, losses,
costs, and expenses arising from, or in connection with, the Account (including reasonable
attorneys' fees and expenses) which are judicially determined to result from the Manager's willful
misconduct, lack of good faith, or negligence, or, from the actions or inactions of, or by, the
Manager in violation of its duties hereunder or for which it would otherwise be legally liable
under applicable law. The agreement and obligation of the Manager under this provision shall
survive the termination of this Agreement.
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(b)

Federal and state securities laws may impose liabilities under certain

circumstances on investment advisers, managers or fiduciaries who act in good faith, and nothing
herein shall constitute a waiver or limitation of any right that the SBA may have under any such
federal or state securities laws.
12.

Except to the extent otherwise required by any applicable federal or state law, or

requested by regulatory authority, or by direction of the SBA, the Manager shall keep
confidential any and all information concerning the affairs of the SBA, the actions of the
Manager taken pursuant hereto, and the details of any transaction effected in accordance with the
terms and provisions of this Agreement. The Manager acknowledges that the SBA is bound by
the provisions of the Florida Public Records Law, Chapter 119, Florida Statutes, and that
documents and other records received by the SBA, unless exempt by applicable law, are open to
public inspection.
13. The compensation of the Manager for its services hereunder shall be calculated and paid in
accordance with Schedule C, which is attached hereto and incorporated into this Agreement by
this reference. All out-of-pocket expenses of the Manager, including without limitation, mailing
and telephone expenses, travel expenses, salaries, and overhead costs, are to be paid for by the
Manager.

In consideration for the compensation payable to the Manager hereunder, the

Manager’s services shall include educational and training services on topics relevant to the
strategies and products marketed by the Manager to the SBA (the “Training”). The specific
characteristics of such Training shall be mutually agreed from time to time by the SBA and the
Manager, including reimbursement by the SBA of any out-of-pocket expenses (e.g. travel
expenses) incurred by the Manager; provided, however, that the SBA will reimburse the
Manager for such travel expenses only when authorized in advance by the Executive Director &
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CIO (or his or her designee) as provided in Section 112.061, Florida Statutes, as amended from
time to time and the administrative rules promulgated thereunder. The SBA shall provide the
Manager with a summary of per diem rates and other travel related requirements to assist the
Manager in abiding with such requirements.
14.

No assignment, as that term is defined in the Advisers Act, nor any other form of

assignment, transfer, or conveyance of this Agreement shall be made by the Manager without the
prior written consent of the SBA.
15.

(a) The Manager acknowledges and agrees that the Manager shall be solely

responsible for, and the SBA has no obligation to pay or be allocated (directly or indirectly) any
fees, compensation or expenses for any placement agent or finder in connection with the SBA’s
appointment of the Manager as an investment manager under this Agreement.
(b) The Manager acknowledges that it has received and reviewed SBA Policy
No. 10-045, Disclosure of the Use of Placement Agents, in effect as of the date hereof, and has
provided to the SBA a completed Placement Agent Information Disclosure (as defined therein)
with respect to the SBA’s appointment of the Manager as an investment manager under this
Agreement. The Manager represents and warrants that there is no misrepresentation, omission or
inaccuracy in the Placement Agent Information Disclosure or any attestation related to the
Placement Agent Information Disclosure.
16.

This Agreement may be terminated by the Manager at any time by giving the

SBA written notice at least thirty (30) days prior to the date on which such termination is to
become effective. The SBA may at any time terminate the authority of the Manager to act
hereunder upon delivery of written notice, effective upon receipt, regardless of whether or not
the Manager is on the watch list or is under or has been under any evaluation, review or
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monitoring, in any fashion whatsoever, as more particularly described in SBA Policy # 10-011,
State Board of Administration of Florida (SBA) External Investment Manager Retention and
Termination, with Appendices, as such may be amended from time to time. Termination of the
Manager's authority by the SBA shall terminate this Agreement. Termination of the Agreement
shall not affect the right of either party to bring an action against the other with respect to the
Agreement. Except as may be provided otherwise herein, this Agreement may be modified at
any time upon mutual written agreement of the Manager and the SBA.
17.

All notices, requests, instructions, or other communications hereunder shall be in

writing and shall be deemed to have been properly given and effective, if addressed or sent to the
other party at the address, e-mail address or number indicated below (or such other address or
number provided in writing by the party), (i) on the date of actual receipt if provided by hand
delivery, certified or registered mail (return receipt requested), United States Express Mail, or
courier service (e.g. Federal Express or UPS) or (ii) on the date sent if provided by facsimile
transmission or e-mail confirmed afterwards as soon as reasonably possible by telephone call,
first-class mail, return e-mail acknowledgement, or by any method specified in (i), above, and
there exists tangible evidence of the facsimile transmission such as a transmission or
confirmation report produced by the transmitting machine, or any e-mail acknowledgement
confirming receipt.
If to the SBA:
if mailed:
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if delivered by hand or
express mail/courier service :

State Board of Administration
1801 Hermitage Boulevard, Suite 100
Tallahassee, Florida 32308
Attention: Senior Investment Officer
SBA Fax#:

With Copies to the following:
If related to a notice or other
communication under Sections
1, 6, 9, 10, 15, 24, 28, 29 or Schedule B
hereof or the Manager’s Form ADV

Attention: Chief Risk & Compliance
Officer
Fax No. (850) 413-1394

If to the Manager:
if mailed:

Attention:

if delivered by hand or
express mail/courier service:
Attention:
Manager Fax#:

18.

If any provisions of this Agreement are held invalid or unenforceable, such

invalidity or unenforceability shall not affect any other provisions, and this Agreement shall be
construed and enforced as if such provisions had not been included.
19.

The SBA has taken all necessary action to duly authorize the execution, delivery

and performance of this Agreement.
20.

This Agreement and any and all exhibits, schedules and enclosures attached

hereto, which are incorporated into the Agreement by this reference, constitute and embody the
entire agreement and understanding of the parties with respect to the subject matter hereof,
supersede any prior or contemporaneous agreements or understandings with respect to the
subject matter hereof and, unless otherwise provided herein, cannot be altered, amended,
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supplemented, or abridged or any provisions waived except by written agreement of the parties
as herein provided.
21.

This Agreement shall be construed and enforced in accordance with the laws of

the United States of America and, to the extent not inconsistent therewith, the laws of the State
of Florida. The Manager consents to the exclusive jurisdiction of Florida state courts located in
Leon County, Florida with respect to all legal proceedings instituted by the Manager or the SBA
hereunder.
22.

This Agreement may be executed in several counterparts, each of which shall be

deemed to be an original, but together shall constitute one and the same document.
23.

All titles, headings, or captions respecting the content of the sections or

paragraphs of this Agreement are for convenience of reference only and shall not be construed as
a part or limitation of those provisions to which they refer.
24.

The SBA hereby acknowledges receipt of the Manager's Investment Adviser

Disclosure Statement (Part II of Form ADV), as required by SEC Rule 204-3 (17 CFR 275.2043) under the Advisers Act, not less than 48 hours prior to the signing of this Agreement.
25.

The SBA reserves the right to direct any bond credits generated from new issue

participation to a specified firm or firms which cover research products and services. Any
credits generated through trading of this account are the property of the SBA and its beneficiaries
and the Manager shall report this data monthly in the manner and format required by the SBA.
26.

In the event the SBA becomes involved in a class action lawsuit or other

proceeding involving securities traded by the Manager, the Manager agrees to cooperate with the
SBA and the judge or other authority in charge of such proceeding in all related matters
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including, but not limited to, discovery requests and, if required, appearances in court. This
provision shall survive the termination of this Agreement.
27.

The SBA maintains a fraud hotline at (800) 547-9180 to encourage individuals to

report suspected SBA-related fraud, theft, or financial misconduct on an anonymous basis. The
hotline is operated 24 hours a day, 7 days a week, by an independent company and tips are
anonymously referred to the Inspector General of the SBA. Within 30 days following the
effective date of this Agreement, the Manager agrees to communicate this hotline information to
those of its employees that are responsible for providing services under this Agreement. The
Manager also agrees to re-communicate this hotline information to those employees providing
services under this contract upon the written request of the SBA.
28. (a) Manager agrees to certify to the SBA in writing annually, no later than January
31 of each calendar year, or at such other times as the SBA may request, in its sole discretion,
on a form prescribed by the SBA that:
(i) All investment decisions made on behalf of the SBA are made in the best interests of
the SBA and not made in a manner to the advantage of the Manager, other persons, or clients to
the detriment of the SBA.
(ii)

Appropriate policies, procedures, or other safeguards have been adopted and

implemented to ensure that relationships with any affiliated persons or entities do not adversely
influence the investment decisions made on behalf of the SBA.
(iii) A written code of ethics, conduct, or other set of standards, which governs the
professional behavior and expectations of owners, general partners, directors or managers,
officers, and employees of the Manager, has been adopted and implemented and is effectively
monitored and enforced. The Manager’s code of ethics shall require that:
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(A.) Officers and employees involved in the investment process refrain from personal
business activity that could conflict with the proper execution and management of the investment
program over which the Manager has discretionary investment authority or that could impair its
ability to make impartial decisions with respect to such investment program; and
(B.) Officers and employees refrain from undertaking personal investment transactions
with the same individual employee at a broker-dealer firm with whom business is conducted on
behalf of the SBA.
(iv) The Manager has proactively and promptly disclosed to the SBA, notwithstanding
Section 28(b) hereof, any known circumstances or situations that a prudent person could expect
to create an actual or potential, conflict of interest, including specifically:
(A.) Any material interests in or with financial institutions with which officers and
employees conduct business on behalf of the SBA; and
(B.) Any personal financial or investment positions of the Manager that could be related
to the performance of an investment program over which the Manager has discretionary
investment authority on behalf of the SBA.
(b) Manager agrees that at all times during the term of this Agreement (i) it shall abide
by a standard of conduct pursuant to Section 215.4755, Florida Statutes (2011), as more
particularly described in Section 28.(a) hereof and (ii) at the request of the SBA, the Manager
shall disclose promptly to the SBA in writing (A) any nonconfidential, nonproprietary
information or reports to substantiate the certification required under Section 28(a) hereof and
(B) all direct or indirect pecuniary interests that the Manager has in or with any party to a
transaction with the SBA, if the transaction is related to any discretionary investment activity
that the Investment Manager exercises on behalf of the SBA.
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(c) In addition to the certification required under Section 28(a) hereof, Manager agrees to
provide to the SBA annually or at such other more frequent times as the SBA may request, in the
SBA’s sole discretion, on a form prescribed by the SBA, a certificate confirming compliance
with the terms and provisions of this Agreement and the SBA’s Investment Protection Principles,
as amended by the SBA from time to time, and disclosing and updating other information
requested by the SBA relating to the Manager, this Agreement and/or the subject matter of this
Agreement.
29. The Manager shall comply with, and shall execute all documents and take any and all
actions that are necessary and appropriate to satisfy, the standards and requirements applicable to
the SBA’s external managers under SBA Policy #10-004, Communications, SBA Policy #10017, Investment Protection Principles and to the extent applicable, SBA Policy #10-015,
Corporate Governance, as such policies may be amended from time to time, and all of which
(together with any future amendments thereto) are incorporated into this Agreement by this
reference. Consistent with the SBA’s Equal Employment Opportunity (EEO) Policy, the
Manager shall not discriminate in its employment decisions on the basis of race, color, religion,
sex, national origin, age, handicap or marital status, and the Manager shall make reasonable
accommodations for qualified individuals with known disabilities unless doing so would result in
and undue hardship, safety, and/or health risk. The Manager shall use the U.S. Department of
Homeland Security’s E-Verify system to verify the employment eligibility of the Manager’s
employees and subcontractors.
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IN WITNESS WHEREOF, the parties have caused this Agreement to be executed and
attested by their respective officers thereunto duly authorized on the day and year first above
written.
_________________________

STATE BOARD OF ADMINISTRATION
OF FLORIDA, on behalf of the
___________________________________

_________________________________
Ashbel C. Williams
Executive Director & CIO

Approved as to legality:

_________________________

Schedules:
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SCHEDULE A
Of Agreement Between
("Manager")
and the STATE BOARD OF ADMINISTRATION ("SBA")
CUSTODY AGREEMENT
The purpose of this part of Schedule A is to describe the custody Account with Mellon
Bank, N.A. (the "Master Custodian"), having its principal place of business at Pittsburgh,
Pennsylvania, under the Master Custodian Contract dated July 1, 2005, between the Master
Custodian and the SBA.

The SBA has engaged the Master Custodian to perform certain

custodial services on behalf of the SBA. In respect of the investments contemplated by the
Investment Management Agreement, the SBA has opened an Account with the Master Custodian
which performs such services as are described in the Contract.
SECURITIES LENDING
The SBA has entered into a Securities Lending Authorization Agreement with the Master
Custodian dated July 1, 2005 (the “Lending Agreement”). The Lending Agreement authorizes
the Master Custodian as lending agent to loan securities held in specified SBA accounts.
The Master Custodian may be instructed by the SBA to lend securities held in the
Account.
TENDERS and CORPORATE ACTIONS
The Manager shall have the sole authority and responsibility to exercise whatever powers
the SBA may have with respect to proxy voting, tender offers and corporate actions for the assets
held in the Account. The Manager shall have the responsibility for responding to request for
proxy voting, tender offers or other corporate actions relating to securities held in the Account.
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The SBA will instruct the Master Custodian to notify the Manager of any proxy vote, tender
offer or other corporate action affecting the securities held in the Account. The Manager shall
respond to such proxy vote, tender offer or other corporate action in the manner and time frame
required by such notice. The Executive Director of the SBA may revise the terms of this
Schedule A by written notification to the Manager without affecting any other part of this
Investment Management Agreement.
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SCHEDULE B
Investment Management Guidelines
State Board of Administration
Investment Management Agreement
Purpose
The purpose of this Schedule B is to define the investment objective, performance criteria and
special reporting requirements for the Manager with respect to the Account and to provide for
any specific investment authority and prohibitions and restrictions applicable to the Manager.

Portfolio Name:
Effective Date:

Fund:
Asset Class: Fixed Income
Portfolio Attributes:
Securities Lending:
Accredited Investor (Total Assets > $5m):
Qualified Purchaser (Total Assets > $25m):
Qualified Institutional Buyer) (QIB):
Benchmark:
Style:
Risk Profile:
Limits/Constraints:
Cash Managed by SBA:
Leverage:
Leverage Limits:
To the extent the SBA has authorized the Manager to use leverage, the Manager shall comply with, and
shall execute all documents and take any and all actions that are necessary and appropriate to satisfy, the
standards and requirements applicable to the SBA’s external managers under SBA Policy #10-016 –
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Leverage Usage, as such may be amended from time to time and which (together with any future
amendments thereto) are incorporated into this Schedule B by this reference.
Approved Exchanges:

In the event that the SBA at any time authorizes the Manager to invest Account Assets in futures
and options, then the Manager is authorized to make such investments only if such futures and
options are traded on a securities exchange or board of trade regulated by the Securities and
Exchange Commission or the Commodity Futures Trading Commission or on any other market
authorized by the SBA from time to time as set forth in the SBA’s list of Designated Futures and
Options Markets pursuant to SBA Rule 19-3.016(16), which (together with any future
amendments or changes thereto) (the “Designated Markets List”), are incorporated into this
Schedule B by this reference. If so authorized above, the Manager acknowledges and agrees
that the Manager has received the Designated Markets List in effect as of the date of this
Agreement.

Permitted Securities (no other types of securities allowed except those specified here):
To the extent the Manager determines it is necessary or appropriate to invest in securities or investments
other than those specified as “Permitted Securities” in this Schedule B, then the Manager shall contact the
Senior Investment Officer – (Asset Class) , and the Manager shall comply with, and shall execute all
documents and take any and all actions that are necessary and appropriate to satisfy, the standards and
requirements applicable to the SBA’s external managers under SBA Policy #10-019 – New Investment
Vehicles and Programs, which (together with any future amendments thereto) are incorporated into this
Schedule B by this reference.
Prohibited Securities:
The Manager may not invest in any security, investment or instrument not authorized in section 215.47,
FLORIDA STATUTES, and not expressly permitted by this Schedule B.
Other Prohibitions/Divestment:

Notwithstanding any provision of the Agreement to the contrary, the Manager (i) is prohibited
from acquiring or retaining for the Account any obligation, security or other investment which
would be in violation of Sections 215.471 and 215.472 (Cuba), 121.153 (Northern Ireland), or
215.473 (PFIA-Iran, Sudan), Florida Statutes, and (ii) shall divest of any Account investment in
any institution doing business in or with Northern Ireland upon receipt of written direction from
the SBA identifying the institution. In order to implement the foregoing restrictions in (i), above,
the SBA will notify the Manager of the companies and institutions in which investments are
prohibited, which list will be updated as necessary.
Derivatives:
Types:
Maximum Derivatives Usage:
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To the extent the SBA has authorized the Manager to use derivatives, the Manager shall comply with, and
shall execute all documents and take any and all actions that are necessary and appropriate to satisfy, the
standards and requirements applicable to the SBA’s external managers under SBA Policy #10-013, see SBA
Policies #10-013 – Derivative Instruments Usage and #15-013 – Derivatives Usage Policy, which (together
with any future amendments thereto) are incorporated into this Schedule B by this reference.
OTC Derivatives traded
Using SBA ISDAs:

In the event that the SBA at any time authorizes the Manager to invest the Account
Assets in futures, options, notional principal contracts or any other derivatives or other
transactions that may only be effected through an ISDA Master Agreement or other ISDA
documentation (and not on an exchange), then the Manager covenants, agrees and
acknowledges that it shall make such investment, and that it is authorized to make such
investment, only in accordance with and pursuant to the terms and provisions of an ISDA
Master Agreement (including any Schedule or amendments thereto) between the SBA and
an ISDA broker-dealer.
The Manager understands and acknowledges that the SBA has entered, or from time to
time may enter, into one of more clearing agreements with clearing broker(s) (each, a
“Clearing Agreement”). In the event that the SBA at any time authorizes the Manager to
invest Account Assets in futures, options, notional principal contracts or any other
derivatives or other transactions that are permitted and able to be cleared under any
Clearing Agreement, then all such investments made by the Manager shall be cleared under
any such Clearing Agreement.

Investment Objective and Performance
This Account is principally a ____________________ program for the SBA. The benchmark will
be the ______. The SBA will measure and gauge the Manager’s performance by the Manager’s
ability [to exceed] [to meet or exceed] the return of the benchmark over time.
Portfolio Management and Implementation Narrative

SCHEDULE B: NONCOMPLIANCE

In the event of any Manager purchase in violation of this Schedule B, and upon realization
and/or notification of the breach, the Manager shall notify the SBA immediately and shall sell
the security or investment that caused the compliance exception within five (5) business days or
within a specified time period determined after consultation with the SBA. The Manager shall
make the SBA and the Account whole for all losses related to the disposition of any security or
investment purchased by the Manager in violation of this Schedule B, and such losses shall be
calculated by deducting the net proceeds received from the disposition from the total explicit
cost of the security or investment at purchase (including principal, commissions, taxes and
other explicit costs). All gains from the disposition shall remain in the Account and shall not
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inure to the benefit of the Manager.

Revision
The SBA may revise this Schedule B by written notification to the Manager without affecting any
other parts of this Agreement. Any investment limitation or restrictions specified in Schedule B
supersedes any authority given in any other part of this Agreement.

SCHEDULE C
of Agreement Between
("Manager")
and the STATE BOARD OF ADMINISTRATION ("SBA")
The purpose of this Schedule C is to specify the fees paid to the Manager by the SBA.
For such time as this Agreement shall be in effect, the SBA agrees to pay the Manager for
its services hereunder for the preceding quarter within five business days after the fee bill is
received and audited by the SBA. Said fee is to be determined in accordance with the fee
schedule indicated below and based on the total net asset value (NAV) of the assets under
management on a trade date basis as determined by the Master Custodian on the last business
day of the preceding quarter. The fee shall be calculated on a pro rata basis in the event that
either contributions or liquidations occur during the billing quarter. The formula to be utilized in
calculating this proration of fees is shown below and uses actual rather than standard days.
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The SBA may add to or reduce Account Assets at its sole discretion any time in the
future upon written notice to the Manager.

Annual Fee Schedule

Formula
For Contributions:
[EOQ NAV * R * (number of days in quarter/number of days in year)]
- [Ta * R * (number of days from BOQ until Td/number of days in year)]
= Total Management Fee
For Liquidations:
[EOQ NAV * R * (number of days in quarter/number of days in year)]
+ [Ta * R * (number of days from BOQ until Td/number of days in year)]
= Total Management Fee
Where:
Ta= Transfer Amount
Td= Transfer Date
R=
Applicable Fee Rate
NAV= Net Asset Value
EOQ= End-of-Quarter
BOQ= Beginning-of-Quarter
Assumptions
(a)

There is no change in net asset value related to transfers, other than the change related to
the dollar amount of the transfer itself.

(b)

Transfer amounts are calculated as deductions from/additions to end-of-quarter net asset
value, with the latest transfer being backed out/added in first.

(c)

In the event that the proration of contributions would result in the fee having a negative
balance, the fee is to be reduced only to zero.

Fee Calculation Example
If fee rates are:
.00125 on 1st $250 million
.00100 on $251 - $500 million
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.0005 on balance
Net asset values are:
12/31 EOQ NAV = $520 million
10/1 BOQ NAV = $385 million
10/31 transferred in $50 million
11/30 transferred in $100 million
12/31 fee calculation as follows:
$250 million x .00125 x 92/365 =
$250 million x .001 x 92/365 =
$20 million x .0005 x 92/365 =

$78,767.12
$63,013.70
$2,520.55

Standard
Calculation

$20 million x .0005 x 60/365 =
$80 million x .001 x 60/365 =

($1,643.84)
($13,150.68)

11/30 transfer

$50 million x .001 x 30/365 =

($4,109.59)
$125,397.26

10/31 transfer
Total fees
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i

STATE BOARD OF ADMINISTRATION-PRIVATE EQUITY AND STRATEGIC
INVESTMENTS – POLICY APPLICABLE FOR INVESTMENTS IN ALTERNATIVE
INVESTMENTS AND SIMILAR INVESTMENT VEHICLES (“FUNDS”)
NOTE: Below are required side letter provisions of the State Board of
Administration of Florida acting on behalf of the Florida Retirement System Trust
Fund (the "SBA" or "Investor"), subject to modification by the SBA in light of the
Fund agreements. In addition to the below provisions, the SBA may propose other
side letter provisions or changes to Fund agreements after reviewing such
agreements. It is the SBA's policy to receive various closing documents in proper
form before funding capital contributions and the SBA will take appropriate steps
to implement this policy. Attached is a sample “closing letter” by the SBA providing
that the SBA’s subscription agreement is to be held in escrow until it has received
closing documents. The SBA determines to proceed with legal negotiations (and
retain external counsel) in reliance on the confirmation of the Fund’s general
partner (the “General Partner”) of its understanding that the SBA’s legal
requirements and policies set forth below must be reflected in the side letter or Fund
agreements. Accordingly, the SBA will not entertain protracted negotiations on the
points set forth below once external counsel is retained.
1.

Confidentiality.

a.
The Investor advises the General Partner that it is an "agency" for purposes of the
Florida Public Records Law, Chapter 119, Florida Statutes (the "FPRL"), and that
information relating to the Partnership and its affairs or any of its investments, received
or maintained by the Investor, will constitute "public records" for purposes of the FPRL
subject to public access and disclosure in the manner provided in the FPRL, unless an
exemption from the public access and disclosure requirements of the FPRL is available
under Florida law in connection with particular records received or maintained by the
Investor. Accordingly, the General Partner agrees that the Investor shall be relieved from
any confidentiality or other obligations under Section ___ of the Partnership Agreement
or otherwise to the extent necessary to comply with its obligations under the FPRL. For
the avoidance of doubt, any acknowledgement or agreement by the Investor concerning
the disclosure, confidentiality or use of any such record or information provided to the
Investor that is required as a condition to the Investor’s gaining access to any website on
which such record or information is made available or otherwise is delivered pursuant to
the Partnership Agreement or the Subscription Agreement shall be subject to the terms of
the Partnership Agreement, the Subscription Agreement and this letter agreement, and the
terms of the Partnership Agreement and this letter agreement shall be incorporated by
reference therein. Further, the Investor shall not be liable to either the Partnership or the
General Partner if it makes available to the public any record or other information
received from the Partnership or General Partner that was required to be made public by
the Investor pursuant to the FPRL.
b.
The General Partner acknowledges receipt of a copy of paragraph (c) of
subsection (8) of Section 215.44, Florida Statutes, which paragraph creates an exemption
(hereinafter, the "Exemption") to the disclosure requirements of the FPRL for
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"proprietary confidential business information" as defined in the Exemption. For the
purpose of implementing and applying the Exemption to the Partnership, the General
Partner and the Investor agree and/or acknowledge as follows:
(i)
The General Partner acknowledges that the Exemption applies only to “alternative
investments” as defined in the Exemption and may not apply to certain information of an
investment vehicle that is not a limited partnership, limited liability company or similar
legal structure. The Exemption defines an “alternative investment” as an investment by
the Investor in a private equity fund, venture fund, hedge fund or distress fund and the
General Partner represents that the Partnership is an “alternative investment” as so
defined.
(ii)
The General Partner and the Investor understand and acknowledge that the
designation in writing by the General Partner or the Partnership of any information as
"confidential", "secret", "proprietary", or the equivalent, at the time it is provided to the
Investor, shall mean that the information has been designated as "proprietary confidential
business information" in accordance with subparagraph 1.f. of the Exemption and has
been determined by the General Partner to be "proprietary confidential business
information" as defined in the Exemption.
(iii) The General Partner acknowledges and agrees that the information described in
subparagraph 1.g. of the Exemption will not be held in confidence by the Investor and
may be disclosed.
(iv)
The Investor agrees to promptly notify the General Partner if a FPRL request to
inspect or copy a record containing proprietary confidential business information
provided by the General Partner or the Partnership is received by the Investor, which
notice to the General Partner shall either contain or describe the FPRL request.
(v)
The General Partner acknowledges that if a FPRL request to inspect or copy a
record containing proprietary confidential business information is received by the
Investor, the General Partner will be required to verify, in the manner provided in
subparagraph 3. of the Exemption, certain things relating to the confidential and
proprietary nature of the information in order to maintain the confidentiality of such
information under the Exemption. After receipt of notice from the Investor that a FPRL
request has been received, the General Partner agrees to promptly either make such
verification to the Investor, or provide notice to the Investor that such verification will
not be made. In the event that the General Partner fails to make such verification in
accordance with subparagraph 3 of the Exemption, the General Partner acknowledges and
understands that such information will not be exempt from the public access and
disclosure requirements of the FPRL under the Exemption and may be subject to public
access and disclosure under the FPRL regardless of the designation of such information
as "proprietary confidential business information" under subparagraph (i), above, or
under the Exemption.
[(vi) To be included only if Partnership Agreement permits the GP to withhold
disclosure of information:
Notwithstanding Section _____ of the Partnership
Agreement, the General Partner and the Investor both agree to use commercially
reasonable efforts to establish an alternate means of communicating to the Investor such
information that the Investor determines in good faith is necessary to enable it to fulfill its
fiduciary duties, as required by Section 215.47(10), Florida Statutes (2009).]
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c.
For the purposes of this provision, notices to and communications between the
parties shall be made to the following by fax or by any other equally expeditious manner
permitted in the Partnership Agreement as supplemented by this side letter agreement
(changes to the following notification information may be made in a writing
communicated by one party to the other):

As to the Investor:
General Counsel
State Board of Administration
1801 Hermitage Boulevard, Suite 100
Tallahassee, Florida 32308
Tel: 850-488-4406
Fax: 850-413-1184

As to the General Partner:

Tel:
Fax:

d.
The Investor has advised the General Partner and the Partnership of its standard
representation relating to disclosure of information concerning the valuation and
performance of the Investor’s investments as set forth below (the “Standard Disclosure”):
•

•

•

Because of the long-term nature of investing in private equity, funds can produce
low or negative returns in the early years of the partnership. In the first few years
of the partnership, management fees are drawn from partners’ capital, and
portfolio companies are held at cost, leading to a potential understatement of
ultimate value.
Due to numerous factors, including the lack of standardized valuation and
reporting standards, the return information for Private Equity in this report may
not reflect the expected returns of the partnerships. The returns contained in this
report are calculated by the SBA and have not been reviewed by the general
partners.
Interim returns may not be meaningful or indicative of ultimate performance
during the early stages of the investment life cycle.

Based on such representation, the General Partner agrees on behalf of itself and the
Partnership that, with respect to the Investor, the Standard Disclosure made in connection
with the disclosure of any valuation or performance data related to the Partnership or the
Investor’s interest therein shall be deemed sufficient to satisfy any requirement in the
Partnership Agreement or any related document to provide a legend or other disclaimer in
connection with such disclosure.
2.

ERISA; Legal Opinion.

a.
The Investor is not subject to ERISA. However, in performing its investment
duties the Investor must comply, pursuant to s. 215.47(10), Florida Statutes, with the
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fiduciary standards set forth in ERISA s. 404(a)(1)(A) through (C) (the "ERISA fiduciary
standards"). It is the Investor's policy that the "prudent man standard" of the ERISA
fiduciary standards [ERISA s. 404(a)(1)(B)] be applied by contract to any investment
manager delegated the Investor's investment duties and managing the Investor's assets,
but that the general partner of (or the investment advisor to) a limited partnership in
which the Investor is a limited partner will not be required by the Investor to comply with
the prudent man standard so long as none of the underlying assets of the limited
partnership are considered to be assets of the Investor. Further, it is the policy position of
the Investor that none of the underlying assets of a limited partnership in which the
Investor is a limited partner will be considered Investor assets so long as (i) no more than
24.9% in interest of such limited partnership is owned by the Investor and (ii) the assets
of the limited partnership are not considered "plan assets" under ERISA and the
regulations of the U.S. Department of Labor (the "Plan Asset Regulations").
Accordingly, in the event that at any time 25% or more in interest of the Partnership is
owned by the Investor or the Partnership's assets constitute "plan assets" under the Plan
Asset Regulations, the General Partner agrees to (i) discharge its duties with respect to
such assets in compliance with the prudent man standard (and agrees to require the same
of any investment advisor to the Partnership) or (ii) give the Investor the option to be
excused from capital calls [in accordance with Section __________ of the Partnership
Agreement] or (iii) give the Investor the option to withdraw from (or transfer its interest
in) the Partnership [in accordance with Section _________ of the Partnership
Agreement].
b.
If, in connection with any available election of the Investor to be excused from
capital calls or withdraw from (or transfer its interest in) the Partnership because the
Partnership's assets constitute "plan assets", a legal opinion is required to be provided by
the Investor then the opinion need not include any assertion or conclusion that ERISA
applies to the Investor but shall be sufficient if it concludes that there is a reasonable
likelihood that any portion of the assets of the Partnership would constitute "plan assets"
under ERISA or the Plan Asset Regulations. The General Partner agrees that no such
opinion is required to be provided by the Investor if the General Partner has failed to
deliver to ERISA partners (including for such purpose the Investor), as and when
required by the Partnership Agreement, a certificate that the Partnership assets are not to
be treated as "plan assets" under ERISA or the Plan Asset Regulations (the "Plan Asset
Certificate") or a VCOC legal opinion.
c.
The Investor shall be considered an ERISA partner pursuant to the Partnership
Agreement for the purpose of receiving any Plan Asset Certificate, VCOC legal opinion,
or any other notice, certificate or opinion relating to the question of whether Partnership
assets constitute plan assets under ERISA or the Plan Asset Regulations, and to the extent
necessary for the implementation of any provision in 2a or 2b, above.
d.
In the event the Partnership Agreement or this letter agreement requires or permits
the Investor to deliver an opinion of legal counsel, the opinion may be the opinion of staff
counsel regularly employed by the Investor, and such counsel shall be considered

SBA Version 3/4/11

Page 4

sufficiently experienced, to the extent required by the Partnership Agreement, for
rendering any opinion based on Florida law.
3.

Indemnification.

The Investor has advised the General Partner that, pursuant to Section 215.44(9), Florida
Statutes, the Investor is prohibited from entering into an indemnification agreement
whereby the Investor would be obligated to indemnify against loss caused by the
negligence or fault of the person seeking indemnification or be liable in an amount in
excess of the amount of the Investor’s investment in the Partnership, and the General
Partner and the Partnership agree that any indemnification obligation of the Investor
pursuant to the Partnership Agreement or the Subscription Agreement shall be so limited
without further action being taken. The General Partner and the Partnership further agree
that (i) they shall not require any Capital Contribution by the Investor for any
indemnification obligation pursuant to Section___ of the Partnership Agreement to the
extent that the making of such Capital Contribution by the Investor is prohibited by
Section 215.44(9), Florida Statutes, and (ii) no indemnification expense shall be allocated
to the Investor to the extent of the Investor’s share of an indemnification obligation of the
Partnership Agreement which the Investor cannot bear because of the foregoing
prohibition.
[OR ALTERNATIVELY]
3.

Indemnification.

The General Partner and the Partnership agree that any indemnification obligation of the
Investor pursuant to the Partnership Agreement or the Subscription Agreement shall be
qualified by reference to Section 215.44(9), Florida Statutes, and the limitations and
exclusions contained in said statute shall apply to any such Investor indemnification
obligation as if set forth in said agreements.
4.

Cuba; Prohibition; Excuse.

The General Partner acknowledges that it is a violation of Sections 215.471 and/or
215.472, Florida Statutes, for the Investor to invest in (i) any Portfolio Company
domiciled in the United States which, directly or through any domestic or foreign
subsidiary, does business in or with Cuba, or with agencies or instrumentalities of Cuba,
or which makes any loan, extends credit of any kind or character, advances funds in any
manner or purchases or trades any goods or services with Cuba, the government of Cuba,
or any company doing business in or with Cuba, in each case in violation of federal law
or (ii) any Portfolio Company domiciled outside of the United States if the President of
the United States has applied sanctions against the foreign country in which the
institution or company is domiciled pursuant to the Cuban Democracy Act of 1992.
Therefore, if the Partnership determines to invest in a Portfolio Company which violates
the prohibitions contained in such statutes, the General Partner agrees that it shall provide
notice thereof to the Investor in the Capital Call Notice related to such investment and the
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Investor may be excused from such investment pursuant to Section ____ of the
Partnership Agreement. If, subsequent to the Partnership's investment in a portfolio
company, the Investor delivers notice to the General Partner that continued participation
by the Investor in such Partnership investment, through its interest in the Partnership,
would be prohibited by Section 215.471 or Section 215.472, Florida Statutes, the General
Partner agrees to make a good faith effort to cause the Partnership to acquire the
Investor's interest in the prohibited investment and/or to cooperate with the Investor to
sell its interest in the prohibited investment or the Partnership. (The preceding sentence
is intended to cover changed circumstances, including new information, after an
investment is made.)
[OR ALTERNATIVELY]
4.

Cuba; Prohibition; Excuse.

The General Partner acknowledges that it is a violation of Sections 215.471 and/or
215.472, Florida Statutes, for the Investor to invest in (i) any portfolio company
domiciled in the United States which, directly or through any domestic or foreign
subsidiary, does business in or with Cuba, or with agencies or instrumentalities of Cuba,
or which makes any loan, extends credit of any kind or character, advances funds in any
manner or purchases or trades any goods or services with Cuba, the government of Cuba,
or any company doing business in or with Cuba, in each case, in violation of federal law
or (ii) any portfolio company domiciled outside of the United States if the President of
the United States has applied sanctions against the foreign country in which the
institution or company is domiciled pursuant to the Cuban Democracy Act of 1992. If
the Partnership determines to invest in a portfolio company which, to the knowledge of
the General Partner after customary due diligence, has engaged or will engage in any
course of conduct described in (i) above, the General Partner agrees to so notify the
Investor and identify the portfolio company, and to provide such other information in its
possession to the Investor that the General Partner deems relevant. The General Partner
further agrees to identify to the Investor the country of domicile of the portfolio
company, if it is domiciled outside of the United States. The Investor shall have 5
business days from receipt of such notification, identification and other information to
determine whether or not the investment will violate Section 215.471 or Section 215.472,
Florida Statutes, and to notify the General Partner of its determination. If the Investor
determines that the investment will violate Florida law, and timely notifies the General
Partner of its determination, then the Investor shall be excused from the investment. If,
subsequent to the Partnership's investment in a portfolio company, the Investor delivers
notice to the General Partner that continued participation by the Investor in such
Partnership investment, through its interest in the Partnership, would be prohibited by
Section 215.471 or Section 215.472, Florida Statutes, the General Partner agrees to make
a good faith effort to cause the Partnership to acquire the Investor's interest attributable to
the prohibited investment and/or to cooperate with the Investor to sell its interest
attributable to the prohibited investment or in the Partnership.
5.

N. Ireland; Restriction; Excuse.
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The General Partner acknowledges that investments by the Investor in any institution or
company doing business in or with Northern Ireland may not comply with Section
121.153, Florida Statutes. Therefore, if the Partnership determines to make an
Investment that will not comply with the restrictions contained in such statute, the
General Partner confirms that it shall provide notice thereof in the Capital Call Notice
related to such investment and the Investor may be excused from such investment
pursuant to Section ___ of the Partnership Agreement.
[OR ALTERNATIVELY]
5.

N. Ireland; Restriction; Excuse.

The General Partner acknowledges that, in accordance with Section 121.153, Florida
Statutes, the investment of assets of the Florida Retirement System Trust Fund in
institutions or companies doing business in or with Northern Ireland or its agencies and
instrumentalities (including financial institutions that extend credit or advance funds to
Northern Ireland or its agencies or instrumentalities) shall be made in a manner to reflect
advances by such entities in eliminating discrimination as determined by reference to
subsection (1)(b) of Section 121.153, Florida Statues. If the General Partner determines
to invest in a portfolio company which, to the knowledge of the General Partner after
customary due diligence, does or will do business in or with Northern Ireland as
described above, the General Partner agrees to so notify the Investor and identify the
portfolio company, and to provide such other information in its possession to the Investor
that the General Partner deems relevant, and the Investor shall have 5 business days from
receipt of such notification, identification and other information to determine whether or
not such an investment will be acceptable under Section 121.153, Florida Statutes, and to
notify the General Partner of its determination. If the Investor determines that the
investment will be unacceptable, and timely notifies the General Partner of its
determination, then the Investor shall be excused from the investment.
6.
Alternative Investment Vehicles (“AIV”) and Parallel Investment Vehicles
(“PIV”).
a.
The General Partner acknowledges and agrees that the Investor has given notice
to the General Partner that its participation in an AIV or PIV not formed as a limited
liability company, a limited partnership, or a business organization with a legal structure
similar to a limited liability company or limited partnership, may negatively affect the
application of the Exemption (from the disclosure requirements of the Florida Public
Records Law) to certain information of the AIV or PIV held by the Investor.1
1

However, “proprietary confidential business information” regarding alternative investments held by the State Board
of Administration consisting of “trade secrets”, as defined in Section 688.002, Florida Statutes, may be exempt in
accordance with Sections 215.44(8)(c)1.f.(I) & 215.44(8)(c)2., Florida Statutes, notwithstanding the form of
organization of the AIV. Also, trade secrets not relating to alternative investments may be exempt from the disclosure
requirements of the Florida Public Records Law in accordance with Sepro Corporation v. Florida Department of
Environmental Protection, 839 So.2d 781 (1 DCA 2003).
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b.
The General Partner agrees that any Capital Call Notice to the Investor with
respect to funding through an AIV or PIV will provide a description as to the form of
legal entity of such AIV or PIV.
c.
On or prior to the date of the initial investment by the Investor in any AIV or PIV,
the General Partner shall obtain customary opinions of qualified counsel covering matters
similar to those matters covered by the opinions delivered by Partnership counsel in
connection with the Investor’s investment in the Partnership. To the extent the Investor
participates in any AIV or PIV, the Investor shall be provided with a copy of the
organizational documents of such AIV or PIV, and the terms of this letter agreement shall
apply to the Investor’s interest in such AIV or PIV.
7.

Power of Attorney; Further Certificates or Documents by Investor.

a.
The General Partner agrees that it will not act as attorney-in-fact for the Investor
pursuant to the Partnership Agreement or the Subscription Agreement in any manner that
would have a material adverse effect on the Investor unless the Investor defaults under
any such agreement and the agreement expressly provides for the action taken. The
General Partner agrees that notwithstanding anything therein to the contrary, it shall not
grant a power of substitution to any Person other than an Affiliate thereof, and that the
power of attorney will terminate upon the substitution of another Limited Partner for all
of the Investor's investment in the partnership or upon the withdrawal of the Investor
from the partnership.
b.
Notwithstanding any provision of the Partnership Agreement or the Subscription
Agreement to the contrary, the Investor shall not be required to execute any certificate or
document or take any action that would (i) have a material adverse effect on the Investor
(ii) be in excess of Investor's authority, or (iii) be in violation of law or regulation.
8.

Florida State Court Jurisdiction; Waiver of Jury Trial or Right to Seek Relief.

Notwithstanding anything to the contrary in the Partnership Agreement or the
Subscription Agreement, the General Partner, on behalf of itself and the Partnership,
hereby agrees and consents to the exclusive jurisdiction of the Florida state courts with
respect to all legal proceedings instituted by the General Partner, the Partnership or the
SBA hereunder or pursuant to the Partnership Agreement or the Subscription Agreement,
and that such proceedings shall be governed by the procedural rules and laws of the State
of Florida, without regard to principles of conflicts of laws. The General Partner and the
Partnership acknowledge and agree that the Investor does not agree or consent to the
jurisdiction of any courts (including any federal court or non-U.S. court) other than the
state courts of Florida. Notwithstanding any provision in the Partnership Agreement or
Subscription Agreement, the Investor further does not and shall not be required to waive
its right to a jury trial, or waive its right to seek relief of any kind by any action, suit or
proceeding (whether at law or in equity).
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9.

Notices.

a.
The General Partner agrees that, as a minimum requirement for all notices, the
delivery or receipt of notices shall be evidenced by either (i) the confirmation of receipt
by the Investor, or (ii) a written report of transmission by the General Partner to, and
receipt by, the Investor generated by the delivery system and made available to the
Investor upon request.
b.
The General Partner agrees to fax capital call notices to each of the Investor's
contact persons on the SBA Investor Contact List (attached to the Investor Questionnaire)
identified as a contact for such notices, and such other person(s) as the Investor shall have
previously identified to the General Partner in writing. Capital call notices shall be
deemed properly given and effective only upon confirmation of actual receipt by any one
of the contact persons identified on the SBA Investor Contact List (or in writing by the
Investor) as someone with SBA-Private Equity or Strategic Investments (as applicable)
who is a contact person for capital call notices, or by such person's substitute or designee,
and such confirmation will be provided promptly to the General Partner in any manner as
the General Partner reasonably requests. In the absence of any such request by the
General Partner, such confirmation will be by telephone.
c.
The General Partner agrees that, to the extent a capital call notice requires the
Investor to make a capital contribution to fund Partnership expenses or fees, such notice
shall provide reasonable specificity as to the amount and nature of such Partnership
expenses or fees, including, with respect to any management fees, the amount of any fees
and expenses offset against management fees.
d.
To the extent that management fees are to be paid by the Partnership other than
pursuant to a capital call notice, or a management fee is foregone in favor of a waived
amount, the General Partner shall provide notice of such proposed payment (or waived
amount), with the same level of detail relating to such amount and to the same recipients
as in the case of a capital call notice for the payment of management fees, at least five (5)
business days prior to payment (or creation of waived amount).
e.
The General Partner agrees that all notices regarding distributions to the Investor
under the Partnership Agreement shall report the character of such distribution in
accordance with Generally Accepted Accounting Principles (“GAAP”).
10.

Force Majeure.

Whenever any act or thing is required of the Investor under the Partnership Agreement or
the Subscription Agreement within any specified period of time, the Investor shall be
entitled to such additional period of time to do such acts or things as shall equal any
period of delay resulting from causes beyond the reasonable control of the Investor,
including, without limitation, bank holidays, actions of governmental agencies, the
closing of the New York Stock Exchange or any other major U.S. securities exchange at
times other than normal closing dates, fires, hurricanes, earthquakes and other acts of
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God, acts of war or terrorism, and financial crises of a nature materially affecting the
purchase and sale of investment securities.
11.

Fees and Expenses; Reports and Audits.

a.
In connection with each annual report provided to Limited Partners, the General
Partner shall report (i) the amount of any fees or expenses received for such year of the
type capable of being offset against management fees in accordance with the Partnership
Agreement, (ii) the aggregate amount of any waived management fees for such year, and
(iii) the amount of UBTI allocated to the Investor for such year. In addition, the General
Partner shall cause the annual audit of the Partnership’s financial statements to be
prepared on a GAAP basis and to include the computation of management fees and carry
distributions paid for such year and a reconciliation of the Partnership’s audited financial
statements with the Investor’s capital account statement for the same period.
b.
If the Investor objects to any proposed payment of Partnership expenses or fees
alleging that they have not been calculated in accordance with, or do not qualify for
payment under, the Partnership Agreement, the General Partner shall conduct a good
faith investigation of such allegation before payment is made and any required
contribution by the Investor shall be suspended, without penalty or liability to the
Investor, until after the General Partner's investigation is completed and the General
Partner's determination that the payment is proper has been communicated to the Investor
in the manner provided for capital call notices. If the General Partner determines that the
proposed payment is proper and in accordance with the Partnership Agreement, and so
notifies the Investor, the payment shall be made and if payment is to be made by
contribution the Investor shall make the payment promptly; provided that any such
payment shall not act as a waiver of any claim the Investor may have against the General
Partner, the Partnership, or any other person.
12.

Placement Agent Disclosure and Fraud Hotline.

a.
The General Partner acknowledges and agrees that the General Partner shall be
solely responsible for, and that the Investor has no obligation to pay or be allocated
(directly or indirectly), any fees, compensation or expenses for any placement agent or
finder in connection with the purchase by the Investor of its interest in the Partnership.
b.
The General Partner acknowledges that it has received and reviewed SBA Policy
No. 10-045, Disclosure of the Use of Placement Agents (the “Placement Agent Policy”),
which was effective as of December 1, 2009, and has provided to the Investor a
completed Placement Agent Information Disclosure (as defined therein) with respect to
the Investor’s investment in the Partnership. The General Partner represents and warrants
that there is no misrepresentation, omission or inaccuracy in the Placement Agent
Information Disclosure or any attestation related to the Placement Agent Information
Disclosure.
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c.
The Investor maintains a fraud hotline at (800) 547-9180 to encourage individuals
to report suspected Investor-related fraud, theft, or financial misconduct on an
anonymous basis. The hotline is operated 24 hours a day, 7 days a week, by an
independent company and tips are anonymously referred to the Inspector General of the
Investor. Within thirty (30) days following the effective date of this side letter
agreement, the General Partner agrees to communicate this hotline information to those
of its employees that are responsible for providing services under the Partnership
Agreement. The General Partner also agrees to re-communicate this hotline information
to those employees providing services under the Partnership Agreement upon the written
request of the Investor.
d.
The General Partner shall use the U.S. Department of Homeland Security’s EVerify System to verify the employment eligibility of the Partnership’s employees and
subcontractors.
e.
The General Partner agrees to provide to the SBA annually or at such other more
frequent times as the SBA may request, in the SBA’s sole discretion, on a form
prescribed by the SBA, a certificate confirming compliance with the terms and provisions
of [the Partnership Agreement and Side Letter] and disclosing and updating other
information requested by the SBA relating to the General Partner or the Partnership
and/or [the Partnership Agreement and Side Letter].
13.

Co-Investment Rights.

The General Partner acknowledges that Investor welcomes any opportunities that may
arise to make co-investments with the Partnership and, accordingly, the General Partner
agrees that to the extent that it offers coinvestment opportunities to any Limited Partners,
it will offer such opportunities to the Investor on terms and in proportional amounts no
less favorable to the Investor as to other Limited Partners.
14.

Transfer by Limited Partner.

The General Partner agrees that it will consent, for the purpose of Sections ___[transfer]
and ___[substitution] of the Partnership Agreement, to any transfer by the Investor of its
Interest to any other Person that acts as investment fiduciary for the Florida Retirement
System Trust Fund (in such capacity), and that such transferee will be admitted as a
substitute Limited Partner.
15.

Duty of Loyalty.

The General Partner agrees that it has a duty of loyalty to the Limited Partners under
[Delaware] law, with such express modification as specifically set forth in the Partnership
Agreement, and will not use its position, power, or discretion under the Partnership
Agreement to realize a personal gain at the expense of the Limited Partners. For the
avoidance of doubt, the preceding sentence does not prohibit the compensation or
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reimbursement of, or any other payment to, the General Partner by the Partnership in
accordance with the terms of the Partnership Agreement.
16.

Custody.

From and after the date hereof, the Partnership's cash and securities shall be held on
behalf of the Partnership by ____________ or another third-party custodian or financial
institution (a "Substitute Custodian") which is not affiliated with the General Partner and
which is at least as creditworthy as measured by accepted industry standards, and which
has substantial experience in the business of acting as a custodian or otherwise holding
cash and securities and related assets. The General Partner agrees to notify the Investor of
the identity of any such Substitute Custodian.
17.

MFN.

Neither the General Partner, the Partnership, nor any of the General Partner’s officers
have entered into any side letter or similar agreement with any investor in the Partnership
or in any AIV or PIV in connection with the admission of such investor to the Partnership
as a Limited Partner in the Partnership or an investor in such AIV or PIV (a “Side
Letter”) on or prior to the date hereof, except as disclosed to the Investor in writing on or
prior to the date hereof. The General Partner will not, and will not permit the
Partnership, any AIV or any PIV, to enter into a Side Letter with an existing or future
investor in connection with the admission of such investor to the Partnership, a AIV or
PIV after the date hereof that has the effect of establishing rights or otherwise benefiting
such investor (in its capacity as a Limited Partner or investor) in a manner more favorable
in any material respect to such investor than the rights and benefits established in favor of
the Investor by the Partnership Agreement or pursuant to this letter agreement unless, in
any such case, the General Partner has disclosed all such Side Letters to the Investor and
the Investor has been offered in writing the opportunity to receive the same rights and
benefits granted under such Side Letters to the extent that such rights and benefits may be
fairly and reasonably applied to the Investor. The disclosure of Side Letters to the
Investor shall be by actual receipt by the Investor of hard or printable electronic copies,
and the Investor shall have not less than thirty (30) days from such disclosure to accept
any such rights and benefits.
18.

Tax Reporting Matters.

The General Partner shall use reasonable efforts to prevent the Partnership, or any
AIV or PIV in which the Investor invests, from engaging in a transaction that, as of the
date the Partnership, AIV or PIV enters into a binding contract to engage in such
transaction, is a “prohibited tax shelter transaction” as defined in Section 4965 of the
United States Internal Revenue Code of 1986, as amended (including any regulation and
administrative interpretation, the “Code”). The General Partner shall promptly notify the
Investor if as a result of an action by the Internal Revenue Service of which the General
Partner has knowledge, the General Partner reasonably determines that a transaction
entered into by the Partnership, AIV or PIV in which the Investors invests is a prohibited
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tax shelter transaction or subsequently listed transaction (each a “tax-motivated
transaction”). With respect to any tax–motivated transaction, the Partnership (i) shall, at
the Investor’s expense, assist the Investor in determining the Investor’s allocable share
(for U.S. federal income tax purposes) of any item of income, gain, loss, deduction or
credit attributable to any such listed transaction, and (ii) acknowledges that the Investor
may treat any such item of income, gain, loss, deduction or credit attributable to any such
tax-motivated transaction on its U.S. federal income tax return in a manner different than
the treatment reflected on the Partnership’s U.S. federal income tax return. The General
Partner shall use its reasonable best efforts to cause any fund in which the Partnership
invests to provide similar assurance to the Partnership.
19.

Conflicts.

This letter agreement alters and supplements the Partnership Agreement and the
Subscription Agreement to the extent provided herein and supersedes all other prior
letters and understandings, both written and verbal, among the parties or any of them with
respect to the subject matter hereof (except the rights and benefits of other side letters
granted to the Investor pursuant to the above MFN provision) and the terms of this letter
agreement shall control to the extent of any conflict between the Partnership Agreement
or the Subscription Agreement and this letter agreement.
20.

Interpretation.

This letter agreement, the Partnership Agreement and the Subscription Agreement shall
be interpreted in accordance with the rules of interpretation provided by the law
governing each such document.
21.

Term and Assignment.

This letter agreement shall apply to the Investor, and any successor investment fiduciary
for the Florida Retirement System Trust Fund (the "FRSTF"), and shall remain in effect
with respect to the Investor and such successor investment fiduciary for as long as the
Investor or successor investment fiduciary for the FRSTF is a Limited Partner in the
Partnership.
22.

Authorization; Survival; Application.

The execution and delivery of this letter agreement by the General Partner and the
Partnership constitutes the representation that the General Partner and the Partnership are
each authorized under the Partnership Agreement to execute and deliver this letter
agreement as a side letter pursuant to Section ___ of the Partnership Agreement. This
letter agreement shall survive delivery of fully executed originals of the Partnership
Agreement and Subscription Agreement, and the Investor’s admission to the Partnership
as a Limited Partner. The General Partner represents and warrants to, and agrees with,
the Investor that as a condition to any voluntary transfer, assignment or other disposition
of all or any portion of its general partner interest in the Partnership to any person and
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prior to such person’s admission as a general partner of the Partnership, the General
Partner shall cause such person to enter into a letter agreement with the Investor in form
and substance substantially identical to this letter agreement, and that such letter
agreement shall be binding on and enforceable against such person. To the extent that the
Investor participates in any Alternative Vehicle, the terms of this letter agreement shall
apply to the Investor’s interest in such Alternative Vehicle as well.
23.

Counterparts.

This letter agreement may be executed in counterparts, each one of which shall be
deemed an original and all of which together shall constitute one and the same
agreement.

[DATE]

SAMPLE

[NAME AND ADDRESS OF GENERAL PARTNER] (the “General Partner”)
Attention:
RE:

[FUND NAME] (“the Partnership”)

Ladies and Gentlemen:
The State Board of Administration of Florida acting on behalf of the Florida Retirement
System Trust Fund (the "SBA") is herewith providing to you (1) a subscription agreement (the
"Subscription Agreement") by and among the SBA, the Partnership and the General Partner,
executed by the SBA on three signature pages; (2) an Investor Questionnaire completed by the
SBA; (3) three Limited Partner signature pages to the Amended and Restated Limited
Partnership Agreement of the Partnership (the "Partnership Agreement") executed by the
SBA; (4) a letter agreement by and among the SBA, the General Partner and the Partnership
(the "Side Letter"), executed by the SBA on three signature pages; and (5) a Form W-9
executed by the SBA. The date of admission of the SBA as a limited partner in the
Partnership shall hereinafter be referred to as the "SBA Closing Date." All capitalized terms
used herein and not otherwise defined have the meanings given to them in the Partnership
Agreement, the Subscription Agreement or the Side Letter. The subscription of the SBA
pursuant to the Subscription Agreement and the SBA's obligations under the Partnership
Agreement including, without limitation, any obligation to make a capital contribution or to
pay management fees or expenses, are conditioned upon the prior receipt by the SBA (and the
receipt by Sidley Austin LLP of photocopies) of all the following items, in original executed
form (unless otherwise indicated):
(i) a fully executed Subscription Agreement, as accepted and manually executed by
the Partnership and the General Partner;
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(ii) a fully executed Side Letter, manually executed by the General Partner and the
Partnership;
(iii) a copy, certified by the General Partner to be a complete and correct copy, of
the fully executed Partnership Agreement, amended through the SBA Closing Date,
with all attached exhibits;
(iv) a copy, certified by the General Partner to be a complete and correct copy in full
force and effect on the SBA Closing Date, of the Investment Management
Agreement by and between the General Partner and the Manager (the "Management
Agreement");
(v) a copy, certified by the General Partner to be a complete and correct copy in full
force and effect on the SBA Closing Date, of the fully executed guaranty (the
"Guaranty") by and among the Partnership and each person that is entitled to any
participation in the carried interest pursuant to Section ___ of the Partnership
Agreement in the form attached as Exhibit __ of the Partnership Agreement;
(vi) the opinions (together with copies of any certificates on which such opinions
rely) of [NAME OF ATTORNEYS], counsel to the Partnership and/or the General
Partner, dated the SBA Closing Date and addressed to the SBA, on the subjects of:
(1) customary [Delaware] law matters including, but not limited to, the authorization
and enforceability of the applicable agreements (including the Partnership
Agreement, the Subscription Agreement, the Side Letter and the Guaranty) and the
due formation, qualification and authorization of the applicable business
organizations (including of the Partnership and the General Partner) and the limited
liability of the limited partners of the Partnership, (2) customary Securities Act and
Investment Company Act compliance matters, and (3) the classification of the
Partnership as a partnership for federal income tax purposes and not as a corporation
or a publicly traded partnership, each opinion in such form and substance as
previously provided to the SBA’s counsel with such modifications as may be
approved by the SBA's counsel; and
(vii) a certificate of the General Partner* to the SBA certifying that all
representations and warranties appearing in the Partnership Agreement, the
Subscription Agreement, the Side Letter, and in each certificate provided by the
General Partner to counsel as a basis for any of the above opinions, are true, correct
and complete as of the SBA Closing Date.
* Not necessary with respect to any of the Partnership Agreement, the Subscription
Agreement, the Side Letter and the legal opinion certificates if they are dated as of
the SBA Closing Date.
[To be inserted if the SBA’s Capital Commitment subscription may be anticipated to be in
excess of 24.9% of aggregate Capital Commitments of the Partnership at the SBA closing
Date:
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The SBA’s Capital Commitment shall be up to the amount set forth on the Subscription
Agreement signature page, which may be accepted incrementally, but which may not
exceed an amount which, when accepted, would cause the amount of the accepted Capital
Commitment of the Investor, in aggregate, to be greater than 24.9% of the aggregate
Capital Commitments of the Partnership. To the extent that such subscription is accepted
incrementally, the General Partner shall provide the SBA with written confirmation on each
such closing date, of the amount of subscription accepted on such date and the aggregate
amount of the SBA’s Capital Commitment as of such date.]
In addition, in keeping with the obligations of the General Partner to provide copies of
other side letters entered into [as provided in Section ___ of the Partnership Agreement] [as
provided in paragraph ___ of the Side Letter], the General Partner shall also provide a
compendium of the provisions included in such side letters. Acceptance of the SBA’s
subscription by the General Partner shall be deemed to be an acknowledgement of such
terms.
The SBA's Subscription Agreement is to be held in escrow until all of the above referenced
items have been received, as confirmed by counsel to the SBA. If you have questions
regarding the foregoing, please contact Susan D. Lewis at Sidley Austin LLP (212) 8395317 or Maureen M. Hazen at the SBA (850) 413-1198.
Sincerely,

Ashbel C. Williams
Executive Director & CIO
Enclosures

i
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STATE BOARD OF ADMINISTRATION – REAL ESTATE – POLICY APPLICABLE
FOR INVESTMENTS IN REAL ESTATE COMMINGLED FUNDS AND SIMILAR
INVESTMENT VEHICLES (“FUNDS”)
NOTE: Below are required side letter provisions of the State Board of
Administration of Florida acting on behalf of the Florida Retirement System Trust
Fund (the "SBA" or "Investor"), subject to modification by the SBA in light of the
Fund agreements. In addition to the below provisions, the SBA may propose other
side letter provisions or changes to Fund agreements after reviewing such
agreements. It is the SBA's policy to receive various closing documents in proper
form before funding capital contributions and the SBA will take appropriate steps
to implement this policy. Attached is a sample “closing letter” by the SBA
providing that the SBA’s subscription agreement is to be held in escrow until it has
received closing documents. The SBA determines to proceed with legal negotiations
(and retain external counsel) in reliance on the confirmation of the Fund’s general
partner (the “General Partner”) of its understanding that the SBA’s legal
requirements and policies set forth below must be reflected in the side letter or Fund
agreements. Accordingly, the SBA will not entertain protracted negotiations on the
points set forth below once external counsel is retained.
1.

Confidentiality.

a.
The Investor advises the General Partner that it is an "agency" for purposes of the
Florida Public Records Law, Chapter 119, Florida Statutes (the "FPRL"), and that
information relating to the Partnership and its affairs or any of its investments, received
or maintained by the Investor, will constitute "public records" for purposes of the FPRL
subject to public access and disclosure in the manner provided in the FPRL, unless an
exemption from the public access and disclosure requirements of the FPRL is available
under Florida law in connection with particular records received or maintained by the
Investor. Accordingly, the General Partner agrees that the Investor shall be relieved from
any confidentiality or other obligations under Section ___ of the Partnership Agreement
or otherwise to the extent necessary to comply with its obligations under the FPRL. For
the avoidance of doubt, any acknowledgement or agreement by the Investor concerning
the disclosure, confidentiality or use of any such record or information provided to the
Investor that is required as a condition to the Investor’s gaining access to any website on
which such record or information is made available or otherwise is delivered pursuant to
the Partnership Agreement or the Subscription Agreement shall be subject to the terms of
the Partnership Agreement, the Subscription Agreement and this side letter agreement,
and the terms of the Partnership Agreement and this side letter agreement shall be
incorporated by reference therein. Further, the Investor shall not be liable to either the
Partnership or the General Partner if it makes available to the public any record or other
information received from the Partnership or General Partner that was required to be
made public by the Investor pursuant to the FPRL.
b.
Notwithstanding the foregoing, it is the Investor's intention to cooperate with the
General Partner to keep confidential and not disclose, to the extent permitted by Florida
law based on the existence of a trade secret exemption to the FPRL, confidential

information provided to the Investor by the General Partner that constitutes a trade secret
under Florida law. [See, Sepro Corporation v. Florida Department of Environmental
Protection, 839 So.2d 781 (1 DCA 2003).] In furtherance thereof, the Investor and the
General Partner acknowledge and agree to the following:
(i)
The Investor shall be entitled to disclose the following information about the
Investor's investment in the Partnership: (A) vintage year; (B) capital commitment; (C)
market value; (D) cash contributed; (E) cash distributions received; (F) investment gain
or loss; (G) internal rate of return and investment multiple; (H) performance relative to
benchmarks; (I) the identity of the Partnership and its principals, and the Partnership's
purpose (e.g. venture capital, buyout, etc.); (J) only in response to a public records
request made in accordance with the FPRL, the agreement between the Investor and the
Partnership (with such redactions as are necessary to protect the identity of other
investors); and (K) a description of any compensation, fees, or expenses, including the
amount or value, paid or agreed to be paid by the General Partner or the Partnership to
any person to solicit the Investor to make an investment through or in the Partnership; it
being understood that the categories of information identified in this subparagraph relate
to the Investor's investment in the Partnership (i.e., Partnership level information), and
not to the Partnership's investments, and are not necessarily inclusive of all the
information that the Investor may be required to disclose pursuant to the FPRL.
(ii)
The General Partner shall provide to the Investor all information that it is required
to provide to Limited Partners under the Partnership Agreement, except as expressly set
forth herein. If the General Partner provides a record to the Investor containing
information that the General Partner determines is a “trade secret” of the Partnership [as
defined in Section 812.081(1)(c), Florida Statutes] the non-disclosure of which would not
conceal fraud or work an injustice, [see Section 90.506, Florida Statutes] the General
Partner shall mark the record "CONFIDENTIAL" upon delivery of the record to the
Investor and shall either (A) highlight the trade secret information in such a manner so
that it is identified to the Investor for purposes of redaction or (B) provide a second,
duplicate copy of the record to the Investor with the trade secret information already
redacted.
(iii) The Investor will use its reasonable best efforts to promptly send notification to
the General Partner upon receipt by the Investor of a public request for records marked
"CONFIDENTIAL." If, after receipt of such notification of a records request, the
General Partner promptly notifies the Investor in writing of its objection to the disclosure
of the trade secret information in such records identified or redacted by the General
Partner in accordance with subparagraph (b)(ii) above, such trade secret information will
be handled as indicated below. If the General Partner does not so object after confirmed
receipt of such notification of a records request, the requested records may be disclosed
without redaction and without liability to the Investor. Unless otherwise indicated, for
purposes of this Confidentiality provision "promptly" or “prompt” means not later than
10 business days, with the promptness of the Investor and General Partner being
governed by the exigencies of the circumstances (as made known to the General Partner
or the Investor by the other).

(iv)
The requested records redacted of the trade secret information identified or
redacted by the General Partner in accordance with subparagraph (b)(ii) above, will be
disclosed by the Investor in accordance with the FPRL with an explanation to the person
requesting the records that the redacted information is exempt from the FPRL as a trade
secret. Upon receipt of a request from the Investor, the General Partner shall promptly
provide to the Investor by facsimile written justification of its trade secret determinations
made pursuant to subparagraph (b)(ii) above, stating with particularity the reasons for its
conclusion that the information is a trade secret.
(v)
If the person who requested the public records challenges the Investor’s
articulation of a trade secret exemption, the Investor will promptly notify the General
Partner of any action brought by the challenger and the date, time and place of any
judicial proceeding. If the Investor’s legal counsel determines that the Investor cannot
continue to withhold from disclosure any of the redacted information, the Investor shall
immediately notify the General Partner by facsimile of the date and time of the intended
disclosure. The General Partner or the Partnership may take legal action to prevent the
disclosure of trade secret information, and shall not be entitled to reimbursement from the
Investor for any amounts or expenses it may incur in connection with such legal action
(other than indirectly pursuant to Section ___ of the Partnership Agreement).
(vi)
To the extent the General Partner has reasonable doubt that records containing
information relating to the Partnership's investments, or containing other highly sensitive
confidential information of the Partnership or its affiliates (whether or not a "trade secret"
under Florida law), will not be protected from disclosure by the Investor if provided to
the Investor, the General Partner shall be authorized to withhold from the Investor such
records to the extent reasonably necessary to protect the confidentiality of such
information; provided, however, and notwithstanding Section ___ of the Partnership
Agreement, the General Partner and the Investor agree to use commercially reasonable
efforts to establish an alternate means of communicating to the Investor such withheld
records or information as the Investor determines in good faith are necessary to enable it
to fulfill its fiduciary duties as required by Section 215.47(10), Florida Statutes (2009).
c.
Notwithstanding anything to the contrary herein or in the Partnership Agreement,
the Investor shall be under no obligation to present evidence or legal argument in any
judicial proceeding for the determination of issues relating to the confidentiality or
disclosure of information provided to the Investor. In addition, notwithstanding any
provision of the Partnership Agreement to the contrary, to the extent that the Investor or
the Investor’s Executive Director may have any discretion in determining whether
records or information relating to the General Partner or the Partnership are entitled to be
confidential or exempt from the requirements of the FPRL, such a determination may be
made within the discretion of the Investor or the Investor’s Executive Director, and upon
a determination that such records or information are not entitled to be confidential or
exempt, the Investor may disclose or release such records or information in response to a
request under the FPRL.

d.
For the purposes of this provision, notices to and communications between the
parties shall be made to the following by fax or by any other equally expeditious manner
permitted in the Partnership Agreement as supplemented by this side letter agreement
(changes to the following notification information may be made in a writing
communicated by one party to the other):
As to the Investor:

As to the General Partner:

General Counsel
State Board of Administration
1801 Hermitage Boulevard, Suite 100
Tallahassee, Florida 32308
Tel: 850-488-4406
Fax: 850-413-1184

Tel:
Fax:

e.
The Investor has advised the General Partner and the Partnership of its standard
representation relating to disclosure of information concerning the valuation and
performance of the Investor’s investments as set forth below (the “Standard Disclosure”):
•

•

•

Because of the long-term nature of investing in real estate, funds can produce low
or negative returns in the early years of the partnership. In the first few years of
the partnership, management fees are drawn from partners’ capital, and
investments are held at cost, leading to a potential understatement of ultimate
value.
Due to numerous factors, including the lack of standardized valuation and
reporting standards, the return information for real estate in this report may not
reflect the expected returns of the partnerships. The returns contained in this
report are calculated by the Investor and have not been reviewed by the general
partners.
Interim returns may not be meaningful or indicative of ultimate performance
during the early stages of the investment life cycle.

Based on such representation, the General Partner agrees on behalf of itself and the
Partnership that, with respect to the Investor, the Standard Disclosure made in connection
with the disclosure of any valuation or performance data related to the Partnership or the
Investor’s interest therein shall be deemed sufficient to satisfy any requirement in the
Partnership Agreement or any related document to provide a legend or other disclaimer in
connection with such disclosure.
2.

ERISA; Legal Opinion.

a.
The Investor is not subject to ERISA. However, in performing its investment
duties the Investor must comply, pursuant to Section 215.47(10), Florida Statutes, with
the fiduciary standards set forth in ERISA Sections 404(a)(1)(A) through (C) (the
"ERISA fiduciary standards"). It is the Investor's policy that the "prudent man standard"
of the ERISA fiduciary standards (ERISA Section 404(a)(1)(B)) be applied by contract to

any investment manager delegated the Investor's investment duties and managing the
Investor's assets, but that the general partner of (or the investment advisor to) a limited
partnership in which the Investor is a limited partner will not be required by the Investor
to comply with the prudent man standard so long as none of the underlying assets of the
limited partnership are considered to be assets of the Investor. Further, it is the policy
position of the Investor that none of the underlying assets of a limited partnership in
which the Investor is a limited partner will be considered Investor assets so long as (i) no
more than 24.9% in interest of such limited partnership is owned by the Investor and (ii)
the assets of the limited partnership are not considered "plan assets" under ERISA and the
regulations of the U.S. Department of Labor (the "Plan Asset Regulations").
Accordingly, in the event that at any time 25% or more in interest of the Partnership is
owned by the Investor or the Partnership's assets constitute "plan assets" under the Plan
Asset Regulations, the General Partner agrees to (i) discharge its duties with respect to
such assets in compliance with the prudent man standard (and agrees to require the same
of any investment advisor to the Partnership) or (ii) give the Investor the option to be
excused from capital calls [in accordance with Section ___ of the Partnership Agreement]
or (iii) give the Investor the option to withdraw from (or transfer its interest in) the
Partnership [in accordance with Section ___ of the Partnership Agreement].
b.
If, in connection with any available election of the Investor to be excused from
capital calls or withdraw from (or transfer its interest in) the Partnership because the
Partnership's assets constitute "plan assets", a legal opinion is required to be provided by
the Investor then the opinion need not include any assertion or conclusion that ERISA
applies to the Investor but shall be sufficient if it concludes that there is a reasonable
likelihood that any portion of the assets of the Partnership would constitute "plan assets"
under ERISA or the Plan Asset Regulations. The General Partner agrees that no such
opinion is required to be provided by the Investor if the General Partner has failed to
deliver to ERISA partners (including for such purpose the Investor), as and when
required by the Partnership Agreement, a certificate that the Partnership assets are not to
be treated as "plan assets" under ERISA or the Plan Asset Regulations (the "Plan Asset
Certificate") or a VCOC legal opinion.
c.
The Investor shall be considered an ERISA partner pursuant to the Partnership
Agreement for the purpose of receiving any Plan Asset Certificate, VCOC legal opinion,
or any other notice, certificate or opinion relating to the question of whether Partnership
assets constitute plan assets under ERISA or the Plan Asset Regulations, and to the extent
necessary for the implementation of any provision in 2a or 2b, above.
d.
In the event the Partnership Agreement or this side letter agreement requires or
permits the Investor to deliver an opinion of legal counsel, the opinion may be the
opinion of staff counsel regularly employed by the Investor, and such counsel shall be
considered sufficiently experienced, to the extent required by the Partnership Agreement,
for rendering any opinion based on Florida law.
3.

Indemnification.

The Investor has advised the General Partner that, pursuant to Section 215.44(9), Florida
Statutes, the Investor is prohibited from entering into an indemnification agreement
whereby the Investor would be obligated to indemnify against loss caused by the
negligence or fault of the person seeking indemnification or be liable in an amount in
excess of the amount of the Investor’s investment in the Partnership, and the General
Partner and the Partnership agree that any indemnification obligation of the Investor
pursuant to the Partnership Agreement or the Subscription Agreement shall be so limited
without further action being taken. The General Partner and the Partnership further agree
that (i) they shall not require any Capital Contribution by the Investor for any
indemnification obligation pursuant to Section___ of the Partnership Agreement to the
extent that the making of such Capital Contribution by the Investor is prohibited by
Section 215.44(9), Florida Statutes, and (ii) no indemnification expense shall be allocated
to the Investor to the extent of the Investor’s share of an indemnification obligation of the
Partnership Agreement which the Investor cannot bear because of the foregoing
prohibition.
[OR ALTERNATIVELY]
3.

Indemnification.

The General Partner and the Partnership agree that any indemnification obligation of the
Investor pursuant to the Partnership Agreement or the Subscription Agreement shall be
qualified by reference to Section 215.44(9), Florida Statutes, and the limitations and
exclusions contained in said statute shall apply to any such Investor indemnification
obligation as if set forth in said agreements.
4.

Cuba; Prohibition; Excuse.

The General Partner acknowledges that it is a violation of Sections 215.471 and/or
215.472, Florida Statutes, for the Investor to invest in (i) any institution or company
domiciled in the United States which, directly or through any domestic or foreign
subsidiary, does business in or with Cuba, or with agencies or instrumentalities of Cuba,
or which makes any loan, extends credit of any kind or character, advances funds in any
manner or purchases or trades any goods or services with Cuba, the government of Cuba,
or any institution or company doing business in or with Cuba, in each case in violation of
federal law or (ii) any institution or company domiciled outside of the United States if the
President of the United States has applied sanctions against the foreign country in which
the institution or company is domiciled pursuant to the Cuban Democracy Act of 1992.
Therefore, if the Partnership determines to invest in an institution or company which
violates the prohibitions contained in such statutes, the General Partner agrees that it shall
provide notice thereof to the Investor in the Capital Call Notice related to such
investment and the Investor may be excused from such investment pursuant to Section
___ of the Partnership Agreement. If, subsequent to the Partnership's investment in an
institution or company, the Investor delivers notice to the General Partner that continued
participation by the Investor in such Partnership investment, through its interest in the
Partnership, would be prohibited by Section 215.471 or Section 215.472, Florida Statutes,

the General Partner agrees to make a good faith effort to cause the Partnership to acquire
the Investor's interest in the prohibited investment and/or to cooperate with the Investor
to sell its interest in the prohibited investment or the Partnership. [The preceding
sentence is intended to cover changed circumstances, including new information, after an
investment is made.]
[OR ALTERNATIVELY]
4.

Cuba; Prohibition; Excuse.

The General Partner acknowledges that it is a violation of Sections 215.471 and/or
215.472, Florida Statutes, for the Investor to invest in (i) any institution or company
domiciled in the United States which, directly or through any domestic or foreign
subsidiary, does business in or with Cuba, or with agencies or instrumentalities of Cuba,
or which makes any loan, extends credit of any kind or character, advances funds in any
manner or purchases or trades any goods or services with Cuba, the government of Cuba,
or any company doing business in or with Cuba, in each case, in violation of federal law
or (ii) any institution or company domiciled outside of the United States if the President
of the United States has applied sanctions against the foreign country in which the
institution or company is domiciled pursuant to the Cuban Democracy Act of 1992. If
the Partnership determines to invest in an institution or company which, to the knowledge
of the General Partner after customary due diligence, has engaged or will engage in any
course of conduct described in (i) above, the General Partner agrees to so notify the
Investor and identify the institution or company, and to provide such other information in
its possession to the Investor that the General Partner deems relevant. The General
Partner further agrees to identify to the Investor the country of domicile of the institution
or company, if it is domiciled outside of the United States. The Investor shall have 5
business days from receipt of such notification, identification and other information to
determine whether or not the investment will violate Section 215.471 or Section 215.472,
Florida Statutes, and to notify the General Partner of its determination. If the Investor
determines that the investment will violate Florida law, and timely notifies the General
Partner of its determination, then the Investor shall be excused from the investment. If,
subsequent to the Partnership's investment in an institution or company, the Investor
delivers notice to the General Partner that continued participation by the Investor in such
Partnership investment, through its interest in the Partnership, would be prohibited by
Section 215.471 or Section 215.472, Florida Statutes, the General Partner agrees to make
a good faith effort to cause the Partnership to acquire the Investor's interest attributable to
the prohibited investment and/or to cooperate with the Investor to sell its interest
attributable to the prohibited investment or in the Partnership.
5.

N. Ireland; Restriction; Excuse.

The General Partner acknowledges that investments by the Investor in any institution or
company doing business in or with Northern Ireland may not comply with Section
121.153, Florida Statutes. Therefore, if the Partnership determines to make an
Investment that will not comply with the restrictions contained in such statute, the

General Partner confirms that it shall provide notice thereof in the Capital Call Notice
related to such investment and the Investor may be excused from such investment
pursuant to Section ___ of the Partnership Agreement.
[OR ALTERNATIVELY]
5.

N. Ireland; Restriction; Excuse.

The General Partner acknowledges that, in accordance with Section 121.153, Florida
Statutes, the investment of assets of the Florida Retirement System Trust Fund in
institutions or companies doing business in or with Northern Ireland or its agencies and
instrumentalities (including financial institutions that extend credit or advance funds to
Northern Ireland or its agencies or instrumentalities) shall be made in a manner to reflect
advances by such entities in eliminating discrimination as determined by reference to
subsection (1)(b) of Section 121.153, Florida Statues. If the General Partner determines
to invest in an institution or company which, to the knowledge of the General Partner
after customary due diligence, does or will do business in or with Northern Ireland as
described above, the General Partner agrees to so notify the Investor and identify the
institution or company, and to provide such other information in its possession to the
Investor that the General Partner deems relevant, and the Investor shall have 5 business
days from receipt of such notification, identification and other information to determine
whether or not such an investment will be acceptable under Section 121.153, Florida
Statutes, and to notify the General Partner of its determination. If the Investor determines
that the investment will be unacceptable, and timely notifies the General Partner of its
determination, then the Investor shall be excused from the investment.
6.
Alternative Investment Vehicles (“AIV”) and Parallel Investment Vehicles
(“PIV”).
a.
The General Partner acknowledges and agrees that the Investor has given notice
to the General Partner that its participation in an AIV or PIV not formed as a limited
liability company, a limited partnership, or a business organization with a legal structure
similar to a limited liability company or limited partnership, may negatively affect the
application of the Exemption (from the disclosure requirements of the Florida Public
Records Law) to certain information of the AIV or PIV held by the Investor.1
b.
The General Partner agrees that any Capital Call Notice to the Investor with
respect to funding through an AIV or PIV will provide a description as to the form of
legal entity of such AIV or PIV.

1

However, “proprietary confidential business information” regarding alternative investments held by the State Board
of Administration consisting of “trade secrets”, as defined in Section 688.002, Florida Statutes, may be exempt in
accordance with Sections 215.44(8)(c)1.f.(I) & 215.44(8)(c)2., Florida Statutes, notwithstanding the form of
organization of the AIV. Also, trade secrets not relating to alternative investments may be exempt from the disclosure
requirements of the Florida Public Records Law in accordance with Sepro Corporation v. Florida Department of
Environmental Protection, 839 So.2d 781 (1 DCA 2003).

c.
On or prior to the date of the initial investment by the Investor in any AIV or PIV,
the General Partner shall obtain customary opinions of qualified counsel covering matters
similar to those matters covered by the opinions delivered by Partnership counsel in
connection with the Investor’s investment in the Partnership. To the extent the Investor
participates in any AIV or PIV, the Investor shall be provided with a copy of the
organizational documents of such AIV or PIV, and the terms of this side letter agreement
shall apply to the Investor’s interest in such AIV or PIV.
7.

Power of Attorney; Further Certificates or Documents by Investor.

a.
The General Partner agrees that it will not act as attorney-in-fact for the Investor
pursuant to the Partnership Agreement or the Subscription Agreement in any manner that
would have a material adverse effect on the Investor unless the Investor defaults under
any such agreement and the agreement expressly provides for the action taken. The
General Partner agrees that notwithstanding anything therein to the contrary, it shall not
grant a power of substitution to any Person other than an Affiliate thereof, and that the
power of attorney will terminate upon the substitution of another Limited Partner for all
of the Investor's investment in the Partnership or upon the withdrawal of the Investor
from the Partnership.
b.
Notwithstanding any provision of the Partnership Agreement or the Subscription
Agreement to the contrary, the Investor shall not be required to execute any certificate or
document or take any action that would (i) have a material adverse effect on the Investor
(ii) be in excess of Investor's authority, or (iii) be in violation of law or regulation.
8.

Florida State Court Jurisdiction; Waiver of Jury Trial or Right to Seek Relief.

Notwithstanding anything to the contrary in the Partnership Agreement or the
Subscription Agreement, the General Partner, on behalf of itself and the Partnership,
hereby agrees and consents to the exclusive jurisdiction of the Florida state courts with
respect to all legal proceedings instituted by the General Partner, the Partnership or the
SBA hereunder or pursuant to the Partnership Agreement or the Subscription Agreement,
and that such proceedings shall be governed by the procedural rules and laws of the State
of Florida, without regard to principles of conflicts of laws. The General Partner and the
Partnership acknowledge and agree that the Investor does not agree or consent to the
jurisdiction of any courts (including any federal court or non-U.S. court) other than the
state courts of Florida. Notwithstanding any provision in the Partnership Agreement or
Subscription Agreement, the Investor further does not and shall not be required to waive
its right to a jury trial, or waive its right to seek relief of any kind by any action, suit or
proceeding (whether at law or in equity).
9.

Notices.

a.
The General Partner agrees that, as a minimum requirement for all notices, the
delivery or receipt of notices shall be evidenced by either (i) the confirmation of receipt
by the Investor, or (ii) a written report of transmission by the General Partner to, and

receipt by, the Investor generated by the delivery system and made available to the
Investor upon request.
b.
The General Partner agrees to fax Capital Call Notices to each of the Investor's
contact persons on the SBA Investor Contact List (attached to the Investor Questionnaire)
identified as a contact for such notices, and such other person(s) as the Investor shall have
previously identified to the General Partner in writing. Capital Call Notices shall be
deemed properly given and effective only upon confirmation of actual receipt by any one
of the contact persons identified on the SBA Investor Contact List (or in writing by the
Investor) as someone with SBA – Real Estate and Strategic Investments (as applicable)
who is a contact person for Capital Call Notices, or by such person's substitute or
designee, and such confirmation will be provided promptly to the General Partner in any
manner as the General Partner reasonably requests. In the absence of any such request by
the General Partner, such confirmation will be by telephone.
c.
The General Partner agrees that, to the extent a Capital Call Notice requires the
Investor to make a capital contribution to fund Partnership expenses or fees, such Capital
Call Notice shall provide reasonable specificity as to the amount and nature of such
Partnership expenses or fees, including, with respect to any management fees, the amount
of any fees and expenses offset against management fees.
d.
To the extent that management fees are to be paid by the Partnership other than
pursuant to a Capital Call Notice, or a management fee is foregone in favor of a waived
amount, the General Partner shall provide notice of such proposed payment (or waived
amount), with the same level of detail relating to such amount and to the same recipients
as in the case of a Capital Call Notice for the payment of management fees, at least 5
business days prior to payment (or creation of waived amount).
e.
The General Partner agrees that all notices regarding distributions to the Investor
under the Partnership Agreement shall report the character of such distribution in
accordance with Generally Accepted Accounting Principles (“GAAP”).
10.

Force Majeure.

Whenever any act or thing is required of the Investor under the Partnership Agreement or
the Subscription Agreement within any specified period of time, the Investor shall be
entitled to such additional period of time to do such acts or things as shall equal any
period of delay resulting from causes beyond the reasonable control of the Investor,
including, without limitation, bank holidays, actions of governmental agencies, the
closing of the New York Stock Exchange or any other major U.S. securities exchange at
times other than normal closing dates, fires, hurricanes, earthquakes and other acts of
God, acts of war or terrorism, and financial crises of a nature materially affecting the
purchase and sale of investment securities.
11.

Fees and Expenses; Reports and Audits.

a.
In connection with each annual report provided to Limited Partners, the General
Partner shall report (i) the amount of any fees or expenses received for such year of the
type capable of being offset against management fees in accordance with the Partnership
Agreement, (ii) the aggregate amount of any waived management fees for such year, and
(iii) the amount of UBTI allocated to the Investor for such year. In addition, the General
Partner shall cause the annual audit of the Partnership’s financial statements to be
prepared on a GAAP basis and to include the computation of management fees and carry
distributions paid for such year and a reconciliation of the Partnership’s audited financial
statements with the Investor’s capital account statement for the same period.
b.
If the Investor objects to any proposed payment of Partnership expenses or fees
alleging that they have not been calculated in accordance with, or do not qualify for
payment under, the Partnership Agreement, the General Partner shall conduct a good
faith investigation of such allegation before payment is made and any required
contribution by the Investor shall be suspended, without penalty or liability to the
Investor, until after the General Partner's investigation is completed and the General
Partner's determination that the payment is proper has been communicated to the Investor
in the manner provided for Capital Call Notices. If the General Partner determines that
the proposed payment is proper and in accordance with the Partnership Agreement, and
so notifies the Investor, the payment shall be made and if payment is to be made by
contribution the Investor shall make the payment promptly; provided that any such
payment shall not act as a waiver of any claim the Investor may have against the General
Partner, the Partnership, or any other person.
12.

Placement Agent Disclosure and Fraud Hotline.

a.
The General Partner acknowledges and agrees that the General Partner shall be
solely responsible for, and that the Investor has no obligation to pay or be allocated
(directly or indirectly), any fees, compensation or expenses for any placement agent or
finder in connection with the purchase by the Investor of its interest in the Partnership.
b.
The General Partner acknowledges that it has received and reviewed SBA Policy
No. 10-045, Disclosure of the Use of Placement Agents (the “Placement Agent Policy”),
which was effective as of December 1, 2009, and has provided to the Investor a
completed Placement Agent Information Disclosure (as defined therein) with respect to
the Investor’s investment in the Partnership. The General Partner represents and warrants
that there is no misrepresentation, omission or inaccuracy in the Placement Agent
Information Disclosure or any attestation related to the Placement Agent Information
Disclosure.
c.
The Investor maintains a fraud hotline at (800) 547-9180 to encourage individuals
to report suspected Investor-related fraud, theft, or financial misconduct on an
anonymous basis. The hotline is operated 24 hours a day, 7 days a week, by an
independent company and tips are anonymously referred to the Inspector General of the
Investor. Within 30 days following the effective date of this side letter agreement, the
General Partner agrees to communicate this hotline information to those of its employees

that are responsible for providing services under the Partnership Agreement. The
General Partner also agrees to re-communicate this hotline information to those
employees providing services under the Partnership Agreement upon the written request
of the Investor.
d.
The General Partner shall use the U.S. Department of Homeland Security’s EVerify System to verify the employment eligibility of the Partnership’s employees and
subcontractors.
e.
The General Partner agrees to provide to the SBA annually or at such other more
frequent times as the SBA may request, in the SBA’s sole discretion, on a form
prescribed by the SBA, a certificate confirming compliance with the terms and provisions
of [the Partnership Agreement and this side letter agreement] and disclosing and updating
other information requested by the SBA relating to the General Partner or the Partnership
and/or [the Partnership Agreement and this side letter agreement].
13.

Co-Investment Rights.

The General Partner acknowledges that Investor welcomes any opportunities that may
arise to make co-investments with the Partnership and, accordingly, the General Partner
agrees that to the extent that it offers co-investment opportunities to any Limited Partners,
it will offer such opportunities to the Investor on terms and in proportional amounts no
less favorable to the Investor as to other Limited Partners.
14.

Transfer by Limited Partner.

The General Partner agrees that it will consent, for the purpose of Sections ___ [transfer]
and ___ [substitution] of the Partnership Agreement, to any transfer by the Investor of its
Interest to any other Person that acts as investment fiduciary for the Florida Retirement
System Trust Fund (in such capacity), and that such transferee will be admitted as a
substitute Limited Partner.
15.

Duty of Loyalty.

The General Partner agrees that it has a duty of loyalty to the Limited Partners under
[Delaware] law, with such express modification as specifically set forth in the Partnership
Agreement, and will not use its position, power, or discretion under the Partnership
Agreement to realize a personal gain at the expense of the Limited Partners. For the
avoidance of doubt, the preceding sentence does not prohibit the compensation or
reimbursement of, or any other payment to, the General Partner by the Partnership in
accordance with the terms of the Partnership Agreement.
16.

Custody.

From and after the date hereof, the Partnership's cash and securities shall be held on
behalf of the Partnership by __________ or another third-party custodian or financial

institution (a "Substitute Custodian") which is not affiliated with the General Partner and
which is at least as creditworthy as measured by accepted industry standards, and which
has substantial experience in the business of acting as a custodian or otherwise holding
cash and securities and related assets. The General Partner agrees to notify the Investor
of the identity of any such Substitute Custodian.
17.

MFN.

Neither the General Partner, the Partnership, nor any of the General Partner’s officers
have entered into any side letter or similar agreement with any investor in the Partnership
or in any AIV or PIV in connection with the admission of such investor to the Partnership
as a Limited Partner in the Partnership or an investor in such AIV or PIV (a “Side
Letter”) on or prior to the date hereof, except as disclosed to the Investor in writing on or
prior to the date hereof. The General Partner will not, and will not permit the
Partnership, any AIV or any PIV, to enter into a Side Letter with an existing or future
investor in connection with the admission of such investor to the Partnership, an AIV or a
PIV after the date hereof that has the effect of establishing rights or otherwise benefiting
such investor (in its capacity as a Limited Partner or investor) in a manner more favorable
in any material respect to such investor than the rights and benefits established in favor of
the Investor by the Partnership Agreement or pursuant to this side letter agreement
unless, in any such case, the General Partner has disclosed all such Side Letters to the
Investor and the Investor has been offered in writing the opportunity to receive the same
rights and benefits granted under such Side Letters to the extent that such rights and
benefits may be fairly and reasonably applied to the Investor. The disclosure of Side
Letters to the Investor shall be by actual receipt by the Investor of hard or printable
electronic copies, and the Investor shall have not less than 30 days from such disclosure
to accept any such rights and benefits.
18.

Tax Reporting Matters.

The General Partner shall use reasonable efforts to prevent the Partnership, or any
AIV or PIV in which the Investor invests, from engaging in a transaction that, as of the
date the Partnership, AIV or PIV enters into a binding contract to engage in such
transaction, is a “prohibited tax shelter transaction” as defined in Section 4965(e)(1) of
the United States Internal Revenue Code of 1986, as amended (including any regulation
and administrative interpretation, the “Code”). The General Partner shall promptly notify
the Investor if as a result of an action by the Internal Revenue Service of which the
General Partner has knowledge, the General Partner reasonably determines that a
transaction entered into by the Partnership, AIV or PIV in which the Investors invests is a
prohibited tax shelter transaction or “subsequently listed transaction” as defined in
Section 4965(e)(2) of the Code (each a “tax-motivated transaction”). With respect to any
tax–motivated transaction, the Partnership (i) shall, at the Investor’s expense, assist the
Investor in determining whether the Investor is a “party” to such transaction as defined in
Treasury Regulation Section 53.4965-4 (or any successor thereto) and the Investor’s
allocable share (for U.S. federal income tax purposes) of any item of income, gain, loss,
deduction or credit attributable to any such tax-motivated transaction, and (ii)

acknowledges that if the Investor is such a party, that the Investor may treat any such
item of income, gain, loss, deduction or credit attributable to any such tax-motivated
transaction on its U.S. federal income tax return in a manner different than the treatment
reflected on the Partnership’s U.S. federal income tax return. The General Partner shall
use its reasonable best efforts to cause any fund in which the Partnership invests to
provide similar assurance to the Partnership.
19.

Conflicts.

This side letter agreement alters and supplements the Partnership Agreement and the
Subscription Agreement to the extent provided herein and supersedes all other prior
letters and understandings, both written and verbal, among the parties or any of them with
respect to the subject matter hereof (except the rights and benefits of other side letters
granted to the Investor pursuant to the above MFN provision) and the terms of this side
letter agreement shall control to the extent of any conflict between the Partnership
Agreement or the Subscription Agreement and this side letter agreement.
20.

Interpretation.

This side letter agreement, the Partnership Agreement and the Subscription Agreement
shall be interpreted in accordance with the rules of interpretation provided by the law
governing each such document.
21.

Term and Assignment.

This side letter agreement shall apply to the Investor, and any successor investment
fiduciary for the Florida Retirement System Trust Fund (the "FRSTF"), and shall remain
in effect with respect to the Investor and such successor investment fiduciary for as long
as the Investor or successor investment fiduciary for the FRSTF is a Limited Partner in
the Partnership.
22.

Authorization; Survival; Application.

The execution and delivery of this side letter agreement by the General Partner and the
Partnership constitutes the representation that the General Partner and the Partnership are
each authorized under the Partnership Agreement to execute and deliver this side letter
agreement as a side letter pursuant to Section ___ of the Partnership Agreement. This
side letter agreement shall survive delivery of fully executed originals of the Partnership
Agreement and Subscription Agreement, and the Investor’s admission to the Partnership
as a Limited Partner. The General Partner represents and warrants to, and agrees with,
the Investor that as a condition to any voluntary transfer, assignment or other disposition
of all or any portion of its general partner interest in the Partnership to any person and
prior to such person’s admission as a general partner of the Partnership, the General
Partner shall cause such person to enter into a letter agreement with the Investor in form
and substance substantially identical to this side letter agreement, and that such letter
agreement shall be binding on and enforceable against such person. To the extent that the

Investor participates in any AIV, the terms of this side letter agreement shall apply to the
Investor’s interest in such AIV as well.
23.

Counterparts.

This side letter agreement may be executed in counterparts, each one of which shall be
deemed an original and all of which together shall constitute one and the same
agreement.

[DATE]

SAMPLE

[NAME AND ADDRESS OF GENERAL PARTNER] (the “General Partner”)
Attention:
RE:

[FUND NAME] (“the Partnership”)

Ladies and Gentlemen:
The State Board of Administration of Florida acting on behalf of the Florida Retirement
System Trust Fund (the "SBA") is herewith providing to you (1) a subscription agreement (the
"Subscription Agreement") by and among the SBA, the Partnership and the General Partner,
executed by the SBA on three signature pages; (2) an Investor Questionnaire completed by the
SBA; (3) three Limited Partner signature pages to the Amended and Restated Limited
Partnership Agreement of the Partnership (the "Partnership Agreement") executed by the
SBA; (4) a letter agreement by and among the SBA, the General Partner and the Partnership
(the "Side Letter"), executed by the SBA on three signature pages; and (5) a Form W-9
executed by the SBA. The date of admission of the SBA as a limited partner in the
Partnership shall hereinafter be referred to as the "SBA Closing Date." All capitalized terms
used herein and not otherwise defined have the meanings given to them in the Partnership
Agreement, the Subscription Agreement or the Side Letter. The subscription of the SBA
pursuant to the Subscription Agreement and the SBA's obligations under the Partnership
Agreement including, without limitation, any obligation to make a capital contribution or to
pay management fees or expenses, are conditioned upon the prior receipt by the SBA (and the
receipt by Sidley Austin LLP of photocopies) of all the following items, in original executed
form (unless otherwise indicated):
(i) a fully executed Subscription Agreement, as accepted and manually executed by
the Partnership and the General Partner;
(ii) a fully executed Side Letter, manually executed by the General Partner and the
Partnership;
(iii) a copy, certified by the General Partner to be a complete and correct copy, of
the fully executed Partnership Agreement, amended through the SBA Closing Date,
with all attached exhibits;
(iv) a copy, certified by the General Partner to be a complete and correct copy in full
force and effect on the SBA Closing Date, of the Investment Management
Agreement by and between the General Partner and the Manager (the "Management
Agreement");
(v) a copy, certified by the General Partner to be a complete and correct copy in full
force and effect on the SBA Closing Date, of the fully executed guaranty (the
"Guaranty") by and among the Partnership and each person that is entitled to any
participation in the carried interest pursuant to Section ___ of the Partnership
Agreement in the form attached as Exhibit ___ of the Partnership Agreement;

(vi) the opinions (together with copies of any certificates on which such opinions
rely) of [NAME OF ATTORNEYS], counsel to the Partnership and/or the General
Partner, dated the SBA Closing Date and addressed to the SBA, on the subjects of:
(1) customary [Delaware] law matters including, but not limited to, the authorization
and enforceability of the applicable agreements (including the Partnership
Agreement, the Subscription Agreement, the Side Letter and the Guaranty) and the
due formation, qualification and authorization of the applicable business
organizations (including of the Partnership and the General Partner) and the limited
liability of the limited partners of the Partnership, (2) customary Securities Act and
Investment Company Act compliance matters, and (3) the classification of the
Partnership as a partnership for federal income tax purposes and not as a corporation
or a publicly traded partnership, each opinion in such form and substance as
previously provided to the SBA’s counsel with such modifications as may be
approved by the SBA's counsel; and
(vii) a certificate of the General Partner* to the SBA certifying that all
representations and warranties appearing in the Partnership Agreement, the
Subscription Agreement, the Side Letter, and in each certificate provided by the
General Partner to counsel as a basis for any of the above opinions, are true, correct
and complete as of the SBA Closing Date.
* Not necessary with respect to any of the Partnership Agreement, the Subscription
Agreement, the Side Letter and the legal opinion certificates if they are dated as of
the SBA Closing Date.
[To be inserted if the SBA’s Capital Commitment subscription may be anticipated to be in
excess of 24.9% of aggregate Capital Commitments of the Partnership at the SBA closing
Date:
The SBA’s Capital Commitment shall be up to the amount set forth on the Subscription
Agreement signature page, which may be accepted incrementally, but which may not
exceed an amount which, when accepted, would cause the amount of the accepted Capital
Commitment of the Investor, in aggregate, to be greater than 24.9% of the aggregate
Capital Commitments of the Partnership. To the extent that such subscription is accepted
incrementally, the General Partner shall provide the SBA with written confirmation on each
such closing date, of the amount of subscription accepted on such date and the aggregate
amount of the SBA’s Capital Commitment as of such date.]
In addition, in keeping with the obligations of the General Partner to provide copies of
other side letters entered into [as provided in Section ___ of the Partnership Agreement] [as
provided in paragraph ___ of the Side Letter], the General Partner shall also provide a
compendium of the provisions included in such side letters. Acceptance of the SBA’s
subscription by the General Partner shall be deemed to be an acknowledgement of such
terms.
The SBA's Subscription Agreement is to be held in escrow until all of the above referenced
items have been received, as confirmed by counsel to the SBA. If you have questions

regarding the foregoing, please contact Susan D. Lewis at Sidley Austin LLP (212) 8395317 or Paul W. Groom II at the SBA (850) 413-1199.
Sincerely,

Ashbel C. Williams
Executive Director & CIO
Enclosures
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External Investment Manager Retention and Termination

Current Update: 09/16/10
Original Issuance: 05/26/96

Purpose
This policy describes the general conditions and broad guidelines of the State Board of
Administration that govern investment manager and investment product retention and
termination decisions and defines the roles and responsibilities of SBA staff within the process.
The specific quantitative and qualitative information contained in this policy relates only to the
public market asset classes. However, relevant quantitative and qualitative criteria are also
evaluated in the private market asset classes (real estate, private equity and strategic
investments).

Policy
It is the policy of the Executive Director & CIO of the State Board of Administration (SBA) that:
The Deputy Executive Director and Senior Investment Officers shall develop and use a
structured and disciplined approach in the evaluation of external investment managers and
investment products for retention and termination, taking into account both qualitative and
quantitative factors to ensure that such decisions are made fairly with consistently applied
criteria as set forth in the SBA Investment Manager Monitoring Guidelines.
For purposes of this policy, investment products include mutual funds, fixed accounts and
stable value accounts acquired directly or through bundled provider arrangements. Hereafter,
the terms “manager” and “product” are used interchangeably, unless otherwise noted.

Background and Implementation
Investment manager retention and termination decisions have potentially high costs, including
retaining unskilled managers for too long, terminating a skilled manager prematurely, or
transitioning assets between managers. Unfortunately, the variability of most managers’ returns
complicates straightforward evaluations of skill. Without comprehensive assessments of
manager skill, the SBA has little assurance that a newly hired manager will perform better than
a recently terminated manager.
The SBA acknowledges that fluctuating rates of return characterize the securities markets and
accordingly has adopted three- to five-year time horizons for evaluating investment manager
and product performance relative to benchmarks. Generally speaking, net of fee performance
along with risk adjusted performance measures will be used over a reasonable period to assess
the manager’s skill. Peer comparisons will also be used.
Investment Manager Monitoring Guidelines
The SBA’s Investment Manager Monitoring Guidelines (“Guidelines”; Appendix A) provide a

systematic, consistent, and diligent methodology for manager retention and termination
decisions to help avoid untimely and haphazard actions that may adversely impact fund returns.
The Guidelines provide a quantitative framework to evaluate manager skill balanced against
qualitative assessments of factors relevant to future performance that draws on internal and
expert consultant-provided information and expertise.
The Guidelines apply to all public market portfolios and are designed to:





Foster a long-term approach to manager evaluations that is forward looking.
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.
Provide flexibility to allow application across all public market asset classes,
management styles, and market environments.

The Guidelines define a formal review process, which may lead to termination, to be initiated if
the manager fails to meet quantitative or qualitative criteria contained in the Guidelines.
Decisions regarding retention or termination of external investment managers, investment
products or bundled providers may be based solely on qualitative factors which affect the
character or stability of the firm or on a combination of qualitative and quantitative factors. The
SBA reserves the right to terminate/retain, fund/defund or engage in enhanced monitoring of
managers in its sole discretion, without regard to the Guidelines. For instance, non-compliance
with the SBA adopted Investment Protection Principles (Executive Director & CIO Policy #10017) or other investment guidelines may be grounds for termination.
The Guidelines also define the investment manager monitoring procedures and roles and
responsibilities of the SBA and investment consultant. Within the SBA, the Senior Investment
Officers (SIOs) are delegated responsibility for the ongoing evaluation of external investment
managers within their respective asset classes. The SBA’s investment consultant shall be
independently responsible for monitoring external investment manager and product
performance, providing the SBA with a quarterly “Watch List” (based on the criteria contained in
the Guidelines), and providing analysis and recommendations as further defined in the
Guidelines. The Watch List initiates the enhanced formal review process as described in the
Guidelines.
Private Market Asset Class Manager Monitoring
Private market asset class performance information shall be reviewed on a regular basis by the
respective SIOs and their asset class specialty consultants, with qualitative information relating
to the firms providing investment services in those areas also being evaluated. These
considerations may result in discussions with the firms which could result in a decision to
terminate (to the extent it is viable) the particular product. Contractual considerations and the
long-term nature of certain investments in the private market asset classes do not provide the
same level of flexibility with regard to investment management relationships, funding/defunding
and termination processes.

Other Manager Retention and Termination Factors
Significant developments or policy changes at the SBA may necessitate restructuring or
termination of managers, investment products or bundled providers. These may include, but are
not limited to:






Changes in asset allocation
Substantial increase or decrease of funds under management
Material changes to the active/passive mix
Changes to key individuals acting for the manager, investment product, or bundled
provider
Changes in product mix within the asset classes or the FRS Investment Plan offerings

Further, a manager may be defunded and/or terminated if cost control considerations are such
that the fund would be better served with an alternate provider.
Finally, the investment manager’s compliance with contractual provisions shall be monitored as
necessary. A substantive violation by the manager of the contractual provisions of their
investment management contract with the SBA may be grounds for immediate termination.
External Investment Manager Termination Process
SIOs shall submit written recommendations and supporting documentation to the Deputy
Executive Director (DED) regarding termination of any external investment manager, investment
product or bundled provider. Resignations shall also be submitted in writing to the DED and
Executive Director & CIO.
The DED shall be responsible for reviewing and evaluating investment manager, investment
product or bundled provider termination recommendations provided by the SIOs and shall
submit final recommendations to the Executive Director & CIO for consideration.
The Executive Director & CIO shall make final decisions on the termination of any external
investment manager, investment product or bundled provider and will execute the required
termination document.
Asset Transition
Once the Executive Director & CIO approves a termination recommendation or a manager
resigns, the applicable SIO will be responsible for transitioning assets and coordinating with
other SBA units as appropriate. The transition may be accomplished by complete liquidation, inkind transfer to a new manager, transfer to a temporary account (e.g., an asset allocation
account), use of a transition manager, or any combination thereof. Asset transition will be
managed with the goal of minimizing performance impact on both the legacy and new
portfolios, including minimizing costs. The SIO will have discretion to decide the best method of
asset transition, subject to any applicable policy constraints and contractual requirements.

Compliance
The DED and SIOs are assigned primary responsibility for compliance with this Policy. The SIOs

may develop additional procedures as necessary to implement this Policy and shall maintain
adequate records to demonstrate compliance with this Policy.
Risk Management and Compliance may review and test compliance with this Policy as deemed
necessary.
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I.

Overview
Investment manager retention and termination decisions have high costs, whether to retain
unskilled managers for too long, terminate a skilled manager prematurely or transition assets
between managers. Additionally, the variability of most managers’ returns complicates
straightforward evaluations of skill. Without comprehensive assessments of manager skill, the
SBA has little assurance that the manager hired today will perform better than the manager
terminated yesterday.
These Investment Manager Monitoring Guidelines (“Guidelines”) provide a systematic,
consistent, and diligent framework for manager retention and termination decisions to help
avoid untimely and haphazard actions that may adversely impact fund returns. In addition, the
Guidelines are intended to:
1. Foster a long-term approach to manager evaluations that is forward looking.
2. Provide a systematic quantitative framework to evaluate manager skill that is balanced
against qualitative assessments of factors relevant to future performance.
3. 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.
4. Promote timely and appropriate responses to actual and potential performance issues.
5. Provide flexibility to allow application across all public markets asset classes,
management styles, and market environments.
The Guidelines apply to all of SBA’s public markets managers. Inevitably, each
retention/termination assessment will have unique circumstances. Accordingly, it is intended
that the Guidelines be flexible enough to account for specific manager, asset class, and market-

related factors, but, it is also intended that exceptions to the Guidelines be rare.
II. Investment Manager Monitoring Procedures
The SBA will monitor and evaluate the performance of its internal and external investment
managers and will observe the following procedures:
1. Quarterly quantitative review of performance relative to an appropriate market index (the
contractual benchmark) and an appropriate peer group of active managers over various
measurement periods. Passive managers will be compared only to the benchmark
market index.
2. Annual review of portfolio characteristics and pattern of performance to evaluate style
consistency and level of risk.
3. Annual review of manager organization which may occur on-site, at the SBA offices, or
the investment consultant’s offices, unless significant organizational change warrants
immediate evaluation.
4. Upon placing a manager on the “Watch List”, a formal review will be undertaken, as
described in Section IV.
Time Horizon
The SBA acknowledges that fluctuating rates of return characterize the securities markets,
particularly during short-term time periods. Accordingly, the SBA has principally adopted a three
to five year horizon in evaluating managers relative to established benchmarks and peers.
Investment Consultant Role
The SBA will utilize independent and expert resources from the public market investment
consultant (“Consultant”) to supplement internal staff resources applied to monitoring
managers and developing manager termination/retention actions. The SBA will receive input
from the Consultant as follows:
1. The Consultant will quarterly and annually review each investment manager relative to
qualitative and quantitative factors.
2. The Consultant will recommend Watch List assignments. The Consultant will also
prepare a list of managers who have breached a Watch List factor, but are not
recommended for Watch List either due to minor deviations in performance or a
deviation explained by specific circumstances.
3. The Consultant will recommend Retention Reviews of Watch List managers, and conduct
such Reviews.
4. The Consultant will recommend manager termination/retention actions.
Manager Evaluation, Watch List, and Termination Standards
The SBA acknowledges that, as a result of exercising its fiduciary duty to monitor its investment
managers, it may from time to time need to give consideration to replacing managers that are
not achieving expected performance. The SBA reserves the right to place managers on Watch
List, and terminate/retain managers in its sole discretion, but the SBA has deemed it
appropriate to set out objective standards and utilize an expert Consultant to help formulate
such decisions.

If an investment manager fails to meet the Watch List standards defined in Section II, the SBA,
subject to a thorough review of the manager’s organization and investment process, may decide
to terminate a relationship. Additionally, certain extraordinary events may be the basis for an
immediate termination, regardless of historical performance, including, but are not limited to:
1.
2.
3.
4.
5.
6.

Revisions to the business plan of the Manager
A key decision maker leaves the Manager
A rapid increase/decrease in accounts or assets under management at the Manager
A significant change in the investment philosophy of the Manager
Manager is involved in material litigation, fraud or conflicts of interest
Manager experiences material client-servicing problems

In evaluating investment managers for the purposes of Watch List and retention/termination,
the SBA will consider qualitative factors likely to impact the future performance of the portfolio
in addition to current and historical rates of return. 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 SBA’s goal is to determine the
likelihood of future success, it is important that retention/termination decisions focus on the
qualitative aspects of each manager’s investment process, as well as quantitative assessments
of past performance. Section IV (i.e., Table 4) contains relative weightings of qualitative and
past performance categories to be applied by the Consultant in conducting Retention Reviews.
III. Watch List
The purpose of a Watch List is to define the conditions that will cause the SBA to formally
evaluate the continued retention of an investment manager (see Section IV). Placing a manager
on the Watch List is an intermediate step toward either resolving the problem or terminating the
manager. The qualitative and quantitative conditions for placing a manager on the Watch List
are described below.
If the SBA determines that the conditions which caused the manager to be placed on the Watch
List have not been resolved the relationship will be terminated. Consistent with Section IV, oneyear will be the time period over which improvement, resolution or a Retention Review will occur
for managers placed on Watch List. However significant continued deterioration of performance
or additional extraordinary events may result in a SBA decision to terminate earlier.
Qualitative Factors
Below are qualitative factors that will be monitored and may result in placing the investment
manager on the Watch List or terminating an investment manager.
Table 1: Watch List Criteria for Active and Passive Managers
Factor

Action Steps

Intentional deviation from stated
investment style and philosophy

Place on Watch List. Terminate if no longer consistent with
SBA’s objectives.

Changes in ownership / business plan

Place on Watch List, if determined that change might
detrimentally affect performance.

Client Servicing

Place on Watch List, if service deterioration inhibits ability to
monitor. Terminate if issue is not resolved.

Turnover of key personnel on SBA’s
portfolio product

Place on Watch List. Terminate if the turnover will impair the
firm’s investment capabilities.

Material change in clients/AUM in
SBA’s portfolio product

Place on Watch List, if determined that change might
detrimentally affect performance.

Advent of material litigation

Place on Watch List, if nature, seriousness and likely impact
of charges on the firm and investment product warrant.

Deterioration in Consultant’s
qualitative scoring of portfolio product
to below the median peer

Place on Watch List, if it is determined that the deterioration
reflects factors that might detrimentally affect performance.

Quantitative Factors
Below are the quantitative factors that will be reviewed quarterly and may result in placing the
investment manager on the Watch List or terminating an investment manager.1
1

Quantitative criteria failures will be documented on a quarterly basis, but shall not cause a Watch List determination for one year
after inception of a newly-hired manager unless the manager demonstrates underperformance materially inconsistent with the
manager’s pre-hire track record and expected risk profile or fails qualitative criteria. Newly-hired managers will be subject to the
Section IV processes if Watch Listed, including Retention Reviews, as applicable.

Table 2: Quantitative Watch List Criteria for Active Managers
Performance Test2

Fail Criteria

Action Steps

Annualized net performance relative
to Market Index for trailing 3 years

Fail if underperform index
net of their fees in 8 of 12
previous quarters

Place on Watch List

Annualized net performance relative
to Market Index for trailing 5 years

Fail if underperform index
net of their fees

Place on Watch List

Annualized gross performance
relative to peer group comparison for
trailing 3 years

Fail if gross performance is
below median in 8 of 12
previous quarters

Place on Watch List, if fails
at least one more
quantitative measurement

Annualized gross performance
relative to peer group comparison for
trailing 5 years

Fail if gross performance is
below median

Place on Watch List, if fails
at least one more
quantitative measurement

Annualized net Information Ratio
trailing 5 years relative to the agreed
upon market index

Fail if the net Information
Ratio is below 0.20

Place on Watch List, if fails
at least one more
quantitative measurement

Annualized gross Information Ratio
trailing 5 years relative to the agreed
upon market index and peer group

Fail if the gross Information
Ratio is below median

Place on Watch List, if fails
at least one more
quantitative measurement

Table 3: Quantitative Watch List Criteria for Passive Managers
Performance Test3

Benchmark

Action
Steps

Annualized net performance relative to
Market Index for trailing 3 years

Fail if underperform index net of their
fees in 8 of 12 consecutive quarters

Place on
Watch List

Annualized net performance relative to
Market Index for trailing 5 years

Fail if underperform index net of their
fees

Place on
Watch List

2

Upon manager hirings, SBA will collect and maintain at least 5 years of “pre-hire” gross and net of fee performance data for
implementation of these Guidelines. The quantitative criteria will become individually applicable as data availability accommodates;
e.g., 3 year criteria apply as soon as 3 years of combined pre-hire and SBA-live history is available. Also, see footnote 1 for other
criteria specifically applicable to newly-hired managers.
3

See footnote 2.

IV. Formal Review Process
When a manager is placed on the Watch List, the SBA, with the assistance of the Consultant,
will conduct a formal manager evaluation. The evaluation includes the following steps:
1. A letter to the manager stating the reasons for being placed on the Watch List consistent
with these guidelines
2. An analysis of recent transactions, holdings and portfolio characteristics to determine
the cause of underperformance and/or verify a change in style
3. A Retention Review may be conducted on a manager, although under no circumstance
shall a manager be on Watch List for more than 4 quarters without a Retention Review
4. A review of other viable investment alternatives to identify other product providers in the
event the firm or product is subsequently terminated
The purpose of a Retention Review is to provide independent and expert input to the SBA’s
decision to retain or terminate the manager. A Retention Review is a thorough, in-depth due
diligence effort, similar in scope and focus to the SBA’s initial manager selection process. A
Retention Review explores all elements of a manager’s performance, organization, personnel,
and investment philosophy and process. The Retention Review will focus on whether the
investment manager currently embodies characteristics sufficient to provide reasonable
assurance that SBA’s investment objectives will be achieved in the future. Table 4 contains
relative weightings of qualitative and past performance categories to be applied by the
Consultant in conducting Retention Reviews.
In addition to the thorough, in-depth due diligence effort, the Retention Review report will
include:
1. Recommendation to retain or terminate the manager
2. Detailed rationale for the recommendation
3. If a recommendation is made to retain the manager, identification of key issues which
should be closely monitored going forward
4. If a recommendation is made to terminate the manager, alternative action(s) will be
suggested for redeploying the portfolio’s assets

Unless otherwise agreed, Retention Reviews will be completed within 45 days of initiation.
Table 4: Weighting of Qualitative and Past Performance Categories
Category

Weighting

Qualitative
Organization
Information
Forecasting
Portfolio Construction
Implementation
Attribution
Past Performance

75.0%
15.0%
15.0%
15.0%
15.0%
7.5%
7.5%
25.0%

Total

100%

State Board of Administration
Deputy Executive Director Policies and Guidelines
Policy:

Retention and Termination of Private Market Managers and
Service Providers
Number:
15-511
Original Issuance:
July 1, 2010
Latest Effective Date: July 1, 2010

.

Executive Director

& eIO:

Deputy Executive Director:

~

/

J~

<~2~1;~

'

Purpose and Scope
To describe the process, mechanism, and rationale associated with the retention and
termination of private market external investment managers, investment advisors, joint
ventures, funds, fund of funds, property managers and professional service providers of the
State Board of Administration's (SBA) Real Estate, Private Equity, and Strategic
Investments asset classes.
Policy
It is the policy of the Deputy Executive Director (DED) of the State Board of Administration
of Florida (SBA) that:
Applicable Senior Investment Officers (SIOs) shall develop and use a structured and
disciplined approach in the evaluation of private market external investment managers,
investment advisors, joint ventures, funds, fund of funds, property managers and professional
service providers for retention and termination, taking into account both qualitative and
quantitative factors to ensure that such decisions are made fairly with consistently applied
criteria.
Guidelines and Implementation
Private Market Real Estate
Investment Managers/Advisors/Joint
•
•

Ventures/Funds

Investment managers/advisors/joint ventures/funds' performance will be monitored
quarterly by the real estate consultant and real estate staff.
At least annually:

o

o
o

•

The Senior Investment Officer - Real Estate (SIO-RE) will evaluate performance
and organizational factors for each investment manager/advisor/joint venture/fund
and develop a recommendation on whether to retain, add to a "Watch List" (i.e.,
for enhanced monitoring), amend the terms of the relationship, defund, or
terminate the investment manager/advisor/joint venture/fund, as applicable.
All investment managers/advisors/joint ventures/funds will be independently
evaluated by the real estate consultant for Watch List status.
The real estate consultant and SIO-RE will jointly develop follow up monitoring
and other actions for investment managers/advisors/joint
ventures/funds
recommended for Watch List as part of the Annual Investment Work Plan. Such
requirements apply to the annual Watch List exercise as well as any intra-year
Watch List recommendations .

In determining Watch List status, the goal is to determine the likelihood of future
success. Therefore, the focus will be on three to five year or longer horizons (as
available and applicable) in evaluating investment managers/advisors/joint
ventures/funds' performance relative to benchmarks and peers. Additionally,
consideration will be given to:
o Deviation from stated investment style and philosophy
o Changes in ownership / business plan
o Client servicing
o Turnover of key personnel on SBA's portfolio product
o Material change in clients/ADM in SBA's portfolio product
o Advent of material litigation

Property Managers
Property managers will be evaluated at each fiscal year end. The investment
manager/advisor will perform the evaluation. The evaluation will include a
recommendation on whether to retain, add to a Watch List, or terminate the property
manager. Real estate portfolio management staff will use the Watch List as a guide in
determining whether exceptional oversight or other action is needed. The SIO-RE will
review the evaluation and make a final retention/termination decision.
Service Providers
It is necessary to evaluate the services provided to the SBA in order to effectively and
efficiently manage the resources entrusted to staff. The primary criterion for measuring
the service provider's work product is whether they are successfully fulfilling the terms
ofthe contractual agreement.
Service provider engagements are anticipated to be ongoing and renewable if contractual
expectations are reasonably met.
Each service provider the SBA contracts with for real estate related services should be
evaluated no less frequently than annually. Entities which provide a one time service, or
single non-repetitive service, will be evaluated at the conclusion ofthe contract.

The Real Estate asset class staff member responsible for engaging and managing the task
shall be responsible for evaluating the service provider. All evaluations shall be in writing
with a recommendation to retain, add to a watch list, or terminate the service provider.
Real estate staff will use the Watch List as a guide in determining whether additional
oversight or other action is needed. The SIO-RE will review the evaluation and make a
final retention/termination decision.
Terminations
Inclusion on a Watch List is not a pre-condition to terminating investment
managers/advisors/joint ventures/funds - recognizing certain vehicles may not afford the
SBA sole discretion to terminate or defund (e.g., open-end and closed-end funds).
The SIO-RE shall submit written recommendations and supporting documentation to the
DED regarding termination of any external investment managers/advisors. After
obtaining input from the General Counsel's Office, the SIO-RE shall submit written
recommendations and supporting documentation to the DED regarding termination of
any fund or joint venture. Resignations shall also be submitted in writing to the DED and
Executive Director & CIO.
The DED shall be responsible
for reviewing and evaluating
investment
managers/advisors/joint ventures/funds termination recommendations provided by the
SIO-RE and shall submit final recommendations to the Executive Director & CIO for
consideration.
The Executive Director & CIO shall make final decisions on the termination of any
investment managers/advisors/joint
ventures/funds and will execute the required
termination document.
Private Equity and Strategic Investments Funds and Fund of Funds
The vast majority of Private Equity and Strategic Investments funds' contracts (e.g., limited
partnership agreements) do not grant the SBA sole discretion to terminate the fund or to cease
honoring capital calls without severe economic penalties. In certain contracts where the SBA is
the sole provider of capital (e.g., fund of funds) there may be provisions that allow the SBA to
terminate the fund and/or suspend new investments. Even in those circumstances, the SBA will
remain liable for ongoing commitments already made on its behalf. In recognition of these
circumstances
•
•

Funds and fund of fund's (hereafter designated simply as "funds") performance will be
monitored quarterly by consultants and SBA staff .
At least annually:
o The Senior Investment Officer - Private Equity & Strategic Investments (SIOPE&SI) will evaluate performance and organizational factors for each fund and
develop a recommendation on whether to add to a "Watch List" (i.e., for enhanced

•

monitoring), drop from the Forward Calendar detailed in the Annual Work Plan, or
terminate, as applicable.
o All funds will be independently evaluated by the consultant for Watch List status.
o The consultant and SIO-PE & SI will jointly develop follow up monitoring and other
actions for funds recommended for Watch List as part of the Annual Investment
Work Plan. Such requirements apply to the annual Watch List exercise as well as any
intra-year Watch List recommendations .
In determining Watch List status, the goal is to determine the likelihood of future success
relative to other funds available in the market. Primary consideration will be given to:
o Investment Sourcing. The general partner will need to display an ability to identify
and execute on attractive investment opportunities in the market. A systematic
approach for establishing and maintaining relationships with historically successful
company or fund managers should be demonstrated.
o Investment Discipline. The general partner will need to make investments similar to
its historical focus and those outlined in the offering documents or applicable
guidelines. Any material departure from the discipline communicated and described
in the offering documents or applicable guidelines must be evaluated.
o Due Diligence Process. The investment process should reflect the characteristics of a
consistently applied and well-defined methodology. As part of ongoing portfolio
review, general partner portfolio company investment activities should be reviewed.
o Organizational Stability. The general partner should be sufficiently staffed to achieve
the objectives of the limited partnership or applicable guidelines. Issues to be
considered include staff additions/departures, conflicts of time or interest, and any
misalignment of incentives that may have risen. Consideration will be given to how
any or all of these factors could affect the general partner's ability to manage current
investments ofthe portfolio and make potential new investments.
o Interim Performance. Final performance of a fund cannot be established until all
assets have been liquidated and returned to the SBA. Performance can be assessed on
an interim basis and will be qualified by several factors. These factors include the
amount of time remaining in the term of the limited partnership agreement,
percentage of realized investments and potential outcomes of the unrealized
investments. Together, these factors can be considered along with relative
performance to the fund or fund offund's benchmark and peers.

Terminations
Inclusion on a Watch List is not a pre-condition to terminating funds - recogruzmg
certain vehicles may not afford the SBA sole discretion to terminate or defund (e.g.,
open-end and closed-end funds)
After obtaining input from the General Counsel's Office, the SIO-PE & SI shall submit
written recommendations and supporting documentation to the DED regarding
termination of any fund. Resignations shall also be submitted in writing to the DED and
Executive Director & CIO.

The DED shall be responsible for reviewing and evaluating termination recommendations
provided by the SIO-PE & SI and shall submit final recommendations to the Executive
Director & CIO for consideration.
The Executive Director & CIO shall make final decisions on the termination of any fund
and will execute the required termination document.
Compliance
The SIO-RE, SIO-PE & SI, and DED are assigned primary responsibility for remaining in
compliance with this policy. Any of the foregoing may develop additional procedures to
implement this policy and shall maintain sufficient documentation to demonstrate compliance
with this policy.
Risk Management & Compliance may review and test compliance with this policy as deemed
necessary.

10-040

Ethics

Current Update: 09/16/10
Original Issuance: 10/01/96

Purpose
This policy sets forth the State Board of Administration’s Code of Ethics and provides
guidance and instruction to employees on how to comply. The policy includes standards
of conduct and responsibilities, and governs reporting requirements for outside
employment and financial interests for SBA employees.
This policy applies to all employees of the SBA, including Other Personal Services (OPS)
employees and interns.

Policy
It is the policy of the Executive Director & CIO of the State Board of Administration
(SBA) that:
Employees shall maintain the highest standards of honesty, integrity, impartiality, and
conduct to ensure the proper discharge of the SBA’s duties and completion of its
mission. The avoidance of misconduct and conflicts of interest on the part of employees
through use of informed judgment is vital to the success of these standards. The
following is the SBA’s formal Code of Ethics:

Code of Ethics
The trusteeship and investment management of public funds demands the highest
degree of confidence from beneficiaries of the funds and the public in general.
Employees of the SBA hold a public trust that obligates them to honesty and integrity
in fulfilling the responsibilities to which they are appointed. Paramount in that trust is
the principle that public employment may not be used for personal gain or private
advantage. The citizens of the State of Florida expect SBA employees to perform
their public responsibilities in accordance with the highest ethical and moral
standards and to conduct the business of the SBA in a manner that advances the
public’s interest.


Employees shall act with honor and integrity in all professional relationships
and shall be honest and objective in all SBA business transactions and
negotiations.



Employees shall maintain a duty of loyalty to our beneficiaries and act in the
best interests and for the exclusive benefit of our clients and beneficiaries.



Employees shall avoid personal, social, employment or business activities and
relationships that reflect adversely on the individual’s objectivity, create
conflicts of interest (including those related to the proper execution and
management of investment decisions), impair their ability to make impartial
decisions, or otherwise interfere with the proper performance of official
duties. Further, employees who are classified as “Affected Persons” under the
SBA Personal Investment Activity policy (Executive Director & CIO Policy #10041) shall refrain from undertaking personal investment transactions with the
same individuals with whom business is conducted on behalf of the SBA.



Employees shall have an affirmative duty to promptly disclose and cure
conflicts of interest or ethical improprieties. Further, employees who are
classified as “Affected Persons” under the SBA Personal Investment Activity
Policy (Executive Director & CIO Policy #10-041) shall disclose any material
interest (i.e., $20,000 or more) in Covered Securities (as defined in Executive
Director & CIO Policy #10-041) in financial institutions or investment
organizations with which they conduct business on behalf of the SBA.



Employees shall not use the prestige or influence of their position or SBA
resources to obtain personal, financial or political gain or private advantage
for themselves, their family or an organization with which they are associated.



Employees shall not seek or accept gifts, money, preferential treatment or
property that would or could influence official duties.



Employees shall exercise prudence and integrity in the management of funds
in their custody and in all financial transactions.



Employees shall use care and discretion in the handling of confidential
information and shall not disclose or use confidential information for personal
gain or private advantage.



Employees shall be familiar with and comply with SBA policies and local, state
and federal laws that affect the SBA and its employees and shall not
knowingly be a party to, or condone, any illegal or improper activity.



Employees shall not falsify or fail to record proper entries on any books or
records of the SBA, or knowingly sign or permit the issuance of any statement

or report which contains any misstatement or which omits any material fact.


Employees shall abide by approved practices and recommended standards
set forth by professional associations and standard setting organizations.



SBA management and staff have an affirmative duty to immediately escalate
and report directly to either the Executive Director & CIO, the Inspector
General, or the General Counsel, employee or contractual party fraud or
misconduct (whether actual or suspected), employee or contractual party
material error that adversely affects SBA or client assets or interests,
misrepresentation or omission of material information in internal and external
reporting and client communications, and violations of laws, rules or SBA
policies. The Inspector General shall investigate any report upon first being
made aware of the alleged fraud, misconduct, misrepresentation, error or
omission under this provision.

This policy is intentionally more stringent than the statutory requirements of Chapter
112, Part III, Florida Statutes.

Governing State and/or Federal Law, Rules or Regulations
Code of Ethics for Public Officers and Employees. Sections 112.311-326, Part III, Florida
Statutes.
Campaign Financing. Chapter 106, Florida Statutes.

Guidelines and Implementation
Definitions
Employee - An employee of the SBA, including employees hired on a temporary basis as
other personal services (OPS) employees and interns.
Conflict or Conflict of Interest - A situation in which regard for a private interest tends to
lead to disregard of a public duty or interest.
Financial Interest - Any arrangement whereby an employee acquires an ownership or
equity interest, or the right to acquire an ownership or equity interest
Gift - For purposes of ethics in government and financial disclosure required by law, a
“gift” means that which is accepted by a donee or by another on the donee's behalf, or
that which is paid or given to another for or on behalf of a donee, directly, indirectly, or in

trust for his/her benefit or by any other means, for which equal or greater
consideration/payment is not given, including:









Real property or the use of real property.
Tangible or intangible personal property or the use thereof.
Forgiveness of an indebtedness or a preferential rate or terms on a debt, loan,
goods or services, which rate is below the customary rate (this does not include a
government rate or other special rate which is available to all other similarly
situated government employees or persons)
Transportation
Food or beverage, plants or flowers, membership dues, entrance fees, admission
or registration fees, or tickets to events, performances, or facilities (e.g., golf
green fees, tickets to sporting events, or sky box admission).
Services for which a fee is normally charged and any other similar service or thing
having attributable value not previously mentioned in this section.

“Gift” does not include:









Salary, benefits, services, fees, commissions, or expenses associated with the
recipient's employment.
Contributions or expenditures reported pursuant to the campaign financing law
(Chapter 106, Florida Statutes), campaign-related personal services provided
without compensation by individuals volunteering their time, or any other
contribution or expenditure by a political party.
An honorarium or an expense related to an honorarium event paid on behalf of an
SBA employee.
An award, plaque, certificate, or similar personalized item given in recognition of
the recipient’s public, civic, charitable, or professional service.
An honorary membership in a service or fraternal organization presented merely
as a courtesy by such organization.
The use of a public facility or public property, made available by a governmental
entity, for a public purpose.
Transportation provided by a governmental entity in relation to officially approved
government business.

Honorarium - A payment of money or anything of value, directly or indirectly, to an SBA
employee, or to any other person on his/her behalf, as consideration for:




A speech, address, oration, or other oral presentation by the SBA employee
regardless of whether presented in person, recorded, or broadcast over the
media.
A writing by the SBA employee, other than a book, which has been or is intended
to be published.

The term "honorarium" does not include:





Payment for services related to employment held outside an SBA employee’s
public position
Ordinary payment or salary received in consideration for services related to the
SBA employee’s public duties
Campaign contributions reported pursuant to Chapter 106, Florida Statutes
Payment or provision of actual or reasonable transportation, lodging, and
food/beverage expenses related to an honorarium event, including any event or
meeting registration fee, for an SBA employee.

Honorarium Event - A meeting, function or conference where an SBA employee has been
invited to make a speech, address, oration, or other oral presentation.
Lobbyist - Any person who, for compensation or other economic consideration, is seeking
to influence the decision making of the legislative or executive branches of Florida state
government through oral or written communication, or who is encouraging the passage,
defeat, or modification of any proposal or recommendation by the legislative or executive
branches of Florida state government, or who is attempting to obtain the goodwill of any
member of the legislative or executive branches of Florida state government. Seeking to
influence decision making does not include:



Purely informational requests about the SBA and its activities
Casual or social contact with SBA employees on the topics listed above

Principal - Any person, firm, corporation, or other entity which has employed or retained a
Lobbyist. Note: The definition of Principal includes both current service providers and
non-service providers to the SBA that have retained a lobbyist.
Gifts
All SBA employees are prohibited from soliciting or accepting anything of value, such as a
gift, loan, reward, promise of future employment, favor, or service that is based on an
understanding that the SBA employee’s decision making, official action or judgment
would be influenced by such gift or thing of value.
All SBA employees are prohibited from soliciting any gift, food, beverage, or anything of
value from service providers, principals, lobbyists (or partner, firm, employee, employer,
or owner of such principal, lobbyist or service provider), political committee, or
committee of continuous existence.
All SBA employees are prohibited from accepting any gift, food, beverage, or anything of
value from lobbyists and principals unless they reimburse the lobbyist or principal for the

full value of the gift, food, or beverage received individually, or their pro rata share in the
case of multiple individuals receiving the gift, food, or beverage. Reimbursement must
be made contemporaneously with the receipt of the gift, food, or beverage.
An employee of the SBA who receives a gift of $50 or more (with the exception of food
and beverage consumed at one sitting) from non-principal, non-lobbyist service
providers or others shall report such gift in writing to the Inspector General of the SBA
within five (5) working days of receipt; however, no employee shall accept any gift
(regardless of value) based on an understanding that the official acts or judgment of the
employee will be influenced. Note: The employee may elect to reimburse the service
provider or others for such gifts. However, the employee shall maintain and have
available for inspection written documentation of all such reimbursements.
All SBA employees are prohibited from accepting gifts over $100 (including food and
beverage consumed at one sitting) from service providers (or partner, firm, employee,
employer, or owner of such service provider), political committee, or committee of
continuous existence.
Unsolicited donations of over $100 made by non-principal, non-lobbyist service
providers or others to a third party unassociated with or unrelated to any SBA employee,
which is considered to be on the behalf of either the SBA or an employee of the SBA,
must be reported to the Inspector General upon discovery.
A gift in excess of $100 may be accepted on behalf of a governmental entity or
charitable organization, provided the employee does not retain custody of the gift beyond
a reasonable time necessary to arrange for transfer of custody and ownership of the gift.
Gifts donated by non-lobbyist, non-principal service providers or others where the intent
is to donate the gift to multiple SBA employees or the SBA as a whole, regardless of the
designation of the recipient are permissible so long as the pro rata share of the gift per
consuming/participating SBA employee does not exceed the individual gift acceptance
levels of this policy (i.e., value of gift divided by the number of consuming/participating
employees = pro rata share). As examples, such permissible group gifts include, but are
not limited to:




Food donated during the holiday season where the invitation is extended to all
employees of the SBA to consume the food
A Christmas tree which is on display in the SBA’s office
A book which is available for loan to all SBA employees
The value of such group intended gift must not be such that its actual cost to the
donor divided by the number of SBA employees exceeds $50.00.

If an SBA employee accepts a prohibited gift from a person whom he/she did not know,

nor reasonably should have known, was a principal, lobbyist or service provider to the
SBA, upon discovery, the employee shall immediately notify the Inspector General of the
situation.
Honorarium
All SBA employees are prohibited from soliciting an honorarium which is related to their
public office or duties.
All SBA employees are prohibited from knowingly accepting an honorarium from a
political committee, committee of continuous existence, principal, lobbyist or service
provider (or partner, firm, employee, employer, or owner of such principal, lobbyist or
service provider).
The receipt of payment for, or the acceptance of, provisions for actual and reasonable
transportation, lodging, or food and beverage expenses from a principal, lobbyist or
service provider for an honorarium event is prohibited.
The receipt of payment for, or acceptance of, provisions for actual and reasonable
transportation, lodging, or food and beverages from non-service providers, nonprincipals, and non-lobbyists is allowable, provided it is approved by the Executive
Director & CIO prior to the event.
Lobbyists or Like Contacts and Activities
From time to time prospective service providers and vendors, with or without the
complement of a lobbyist, will seek to establish contact with SBA staff. The purpose for
such contact may include attempts to influence SBA policy or decision making, to
engender goodwill, to acquaint SBA staff with their products or services, or to exchange
or share information. Parties seeking purely informational contacts or visits will be
encouraged to consult the SBA web site.
Florida Statutes provides that a person may not lobby an agency until such person has
registered as a lobbyist with the Florida Commission on Ethics. The statutes also require
agencies to be diligent to ascertain compliance in this area. As a result, SBA staff must
make diligent and reasonable inquiry to parties with whom they are communicating or
meeting to ascertain if they are lobbyist as defined in this policy. If SBA staff determines
that an individual they are meeting or communicating with is a lobbyist, the Inspector
General must be notified as soon as practicable.
Outside Employment and Other Activities
SBA employees shall not engage in outside employment or other activities which are in

conflict with the full and proper discharge and responsibilities of his/her employment
with the SBA. Conflicting activities include but are not limited to:


Acceptance of anything having monetary value (fees, compensations, gifts,
payment of expenses, etc.) in circumstances in which acceptance may result in
conflicts of interest or the use of non-public information gained through, or
incidental to, his/her duties.



Outside employment which tends to impair the mental or physical capacity to
perform one’s duties and responsibilities in an acceptable manner.

An employee shall not engage in outside employment with persons who have, or are
seeking to obtain, contractual or other business or financial relations with the SBA or
who represent persons seeking such relationships.
SBA employees who desire to engage in any outside employment must provide their
immediate supervisor and the Inspector General with a written description of the work to
be performed, name of employer, days/hours of work and anticipated duration of
employment, and obtain approval from the Inspector General prior to commencing such
employment.
An employee initiating a discussion or making application regarding employment or
potential employment with a service provider shall report that activity to the Inspector
General within three (3) business days of such discussions or filing the application. The
Inspector General will in turn immediately notify the Executive Director & CIO.
If an offer of employment would create a conflict between the employee's private
interests and public duties, or would impede the full and faithful discharge of the
employee's public duties, the offer must be reported in writing to the Inspector General
within three (3) business days. The Inspector General will in turn immediately notify the
Executive Director & CIO.
In an abundance of caution, all preliminary discussions with service providers regarding
future employment (or hints of employment) shall be reported within three (3) business
days to the Inspector General, who will then review the matter and promptly make
appropriate recommendations to the Executive Director & CIO to protect the best
interests of the SBA.
This section does not preclude an employee from:


Participation in the activities of national or state political parties when such
activities are not prohibited by law.



Participation in the affairs of a charitable, religious, professional, social, fraternal,
non-profit educational or recreational, public service, or civic organization, or
acceptance of an award for a meritorious public contribution or achievement
given by one of the aforementioned organizations.



Using information obtained as a result of SBA employment when that information
has been made available to the general public or will be made available on
request.

Financial Interest
SBA employees shall not have a direct or indirect financial interest that conflicts with
his/her duties and responsibilities to the SBA.
SBA employees shall not have a financial interest with any person or service provider
who has sought or is seeking to obtain contractual or other business or financial
relations with the SBA or who represents persons or service providers seeking such
relationships. However, SBA employees are not precluded from having a financial
interest or engaging in financial transactions to the same extent as a private citizen not
employed by the SBA as long as such financial interests or transactions are not
prohibited by law or prohibited by SBA Executive Director & CIO Policy #10-041 “Personal
Investment Activity”.
SBA employees with procurement influence or authority are prohibited from renting,
leasing, buying or selling any realty, goods, or services for the SBA from a business entity
for which the employee, his or her spouse, child(ren), or any combination of the
aforementioned, owns a material (i.e., >5%) interest.
Certain specified employees are required to make annual financial disclosure as set
forth in Section 112.3145, Florida Statutes, and will be so notified by Human Resources
at the time of hire, promotion, or transfer. The Florida Commission on Ethics shall send
Form 1 “Statement of Financial Interests” annually to all affected employees, and the
form is required to be completed and returned to the Commission by July 1st of each
year.
Counseling
The Inspector General of the SBA shall be available to employees for counseling and
guidance with respect to Florida Statutes and regulations affecting employee
responsibility and conduct, including interpretations of the provisions of this policy.

Principal or Lobbyist Status Search
The Florida Senate maintains an online database that allows one to easily determine
whether someone is a principal or a lobbyist. The database may be accessed at
www.flsenate.gov by clicking “Lobbyist Information” and “Find Lobbyists”, respectively.
The database should be searched by name (lobbyist or principal), registration type
(executive and legislative) and year.
Recusal
An SBA employee shall not be in violation of this Policy where the SBA employee
promptly discloses any conflict of interest, refrains from discussing any matters to which
the conflict is related, and recuses himself or herself from acting on any matters where
the conflict of interest exists.
Violations
Violations of the SBA’s Code of Ethics and/or this policy shall be grounds for disciplinary
action, up to and including termination, pursuant to the SBA’s Code of Conduct and
Disciplinary Action, Personnel Policies and Guidelines #20-250.

Compliance
All SBA employees are required to complete an ethics training program on an annual
basis. In conjunction with this training, all SBA employees shall annually complete a
Statement of Training Completion and Compliance with the Internal Ethics Policy.
The Inspector General shall be responsible for reviewing and assessing employee
compliance with these policies and guidelines as deemed necessary.

External Investment Management and Private Market Investment Acquisition
Conflict of Interest Certification
SBA staff who have significant authority in the recommendation, selection, and/or approval process for external
investment managers or the acquisition of private market investments, including real estate investments and
alternative investments (e.g. private equity funds, certain commingled vehicles, hedge funds, etc.) must read,
complete, and forward this form to the Director of External Investment Manager Oversight prior to execution of any
agreement in which the SBA appoints an external investment manager or commits to make a private market
investment.
SBA ethics requirements pertaining to the selection of external investment managers and private market
investments include, but are not limited to:
Employees shall avoid personal, social, employment or business activities and relationships that reflect adversely on the
individual’s objectivity, create conflicts of interest (including those related to the proper execution and management of
investment decisions), impair their ability to make impartial decisions, or otherwise interfere with the proper
performance of official duties. Further, employees who are classified as “Affected Persons” under the SBA Personal
Investment Activity policy (Executive Director & CIO Policy #10-041) shall refrain from undertaking personal
investment transactions with the same individuals with whom business is conducted on behalf of the SBA.
Employees shall have an affirmative duty to promptly disclose and cure conflicts of interest or ethical improprieties.
Further, employees who are classified as “Affected Persons” under the SBA Personal Investment Activity
Policy (#10-041) shall disclose any material interest (i.e., $20,000 or more) in Covered Securities (as defined in Policy
#10-041) in financial institutions or investment organizations with which they conduct business on behalf of the SBA.
Employees shall not use the prestige or influence of their position or SBA resources to obtain personal, financial or
political gain or private advantage for themselves, their family or an organization with which they are associated.
Employees shall not seek to accept gifts, money, preferential treatment or property that would influence official duties.

Name of External Investment Manager or Private Market Investment
________________________________________________________________________________________

I understand and have adhered to the SBA’s Code of Ethics in this selection process and certify my
participation in this process is not precluded because, without limitation:
1) My immediate family and I have NO material financial interest (i.e., $20,000 or more) in the external
investment manager or any general partner, manager or adviser to the private market investment;
2) I am NOT related to anyone who is employed by the external investment manager or general partner, manager,
or adviser to the private market investment;
3) I have NOT been employed with the external investment manager or general partner, manager, or adviser to the
private market investment within the past five (5) years ; I have NOT been offered employment NOR have I
discussed future employment opportunities with the manager or the general partner, manager, or adviser; and
4) I have NO actual or potential conflicts of interest in the recommendation and/or approval of the selection of the
external investment manager or the general partner, manager, or adviser.

Portfolio Manager:___________________________________________________Date:________________
Senior Investment Officer:____________________________________________Date:________________
Deputy Executive Director:____________________________________________Date:________________
Executive Director & CIO:____________________________________________Date:________________

10-042

Internal Controls and Fraud

Current Update: 09/16/10
Original Issuance: 03/08/00

Purpose
This policy defines the responsibilities of management and staff of the State Board of
Administration with regard to the establishment and maintenance of an effective system
of internal controls and defines responsibilities when impropriety, including fraud, is
suspected or detected.
This Policy is applicable to all State Board of Administration staff, including permanent
positions, OPS staff and interns.

Policy
It is the policy of the Executive Director & CIO of the State Board of Administration (SBA)
that:


SBA managers and supervisors will develop and maintain an appropriate system
of internal controls and will integrate adequate internal controls into
organizational processes to protect SBA assets and resources for which they are
responsible. The system should ensure that transactions are appropriately
authorized, the true substance and effect of transactions are properly recorded,
assets are properly safeguarded, and accountability for actions and resources is
appropriately identified and documented.



SBA managers and supervisors will be responsible for evaluating and testing
internal controls on a periodic basis and will develop companion policies,
guidelines and procedures as necessary to implement and document the SBA’s
system of internal controls.



SBA management and staff will be familiar with internal controls over the assets
and resources for which they are responsible, will understand the associated
risks for irregularities or violations of internal controls, and will be vigilant for any
indication of the existence of fraud.



SBA management and staff have an affirmative duty to escalate and report
directly to either the Executive Director & CIO, the Inspector General, or the
General Counsel, employee or contractual party fraud or misconduct (whether
actual or suspected), employee or contractual party material error that adversely
affects SBA or client assets or interests, misrepresentation or omission of
material information in internal and external reporting and client
communications, and violations of laws, rules or SBA policies.



Allegations of impropriety, including fraud, will be investigated objectively, fairly
and promptly.

Background and Implementation
Internal controls are defined as processes, effected by an entity’s management,
designed to provide reasonable assurance that organizational objectives, such as
effectiveness and efficiency of operations, reliability of financial reporting and
compliance with applicable laws and regulations can be achieved. Internal controls are
intended to reduce the risk of unauthorized transactions, misleading or improperly
recorded transactions, loss of resources and assets, and failure to identify the person(s)
responsible for errors and fraud. Adequate systems of internal control must address
authorization, recording, safeguarding, and accountability.
Risk assessment is necessary for the identification and analysis of relevant risks to the
achievement of the organization’s objectives, and forms a basis for determining how
those risks should be managed. Control activities are the policies, guidelines and
procedures that ensure necessary actions are taken to address and mitigate identified
risks.
Detection and prevention of fraud is a basic management responsibility. Fraud is
deliberate deceit or intentional misrepresentation or concealment of a material fact to
cheat or prejudice the legal rights or conduct of another to secure unfair or unlawful
gain. Frauds direct their schemes against an organization or for an organization, both of
which are equally damaging.
Fraud designed to benefit the organization generally produces such benefit by exploiting
an unfair or dishonest advantage that also may deceive an outside party. Perpetrators of
such frauds usually accrue an indirect personal benefit. Examples of such frauds are:




Improper representation or valuation of transactions and/or assets;
Intentional failure to record or disclose significant information to improve the
financial picture and performance of the organization to outside parties; and
Prohibited activities that violate government laws and regulations.

Fraud perpetrated to the detriment of the organization generally is for the direct benefit
or indirect benefit of an employee or outside individual or organization. Examples of such
fraud are:




Acceptance of bribes, kickbacks, or inappropriate terms or discounts;
Intentional concealment or misrepresentation of financial or non-financial data;
and
Embezzlement of the organization’s money or property and falsification of records
to cover up such activity.

The principal mechanism for deterring fraud is a well designed and properly functioning
system of internal controls.
SBA employees are to report the following acts to the Executive Director & CIO, the
Inspector General, the General Counsel, the SBA Fraud Hotline (800-547-9180), or as
otherwise specified in policy:





Suspected and actual fraud or misconduct by an employee or contractual party
Employee or contractual party material error that adversely affects SBA or client
assets or interests
Misrepresentation or omission of material information in internal and external
reporting and client communications
Violations of laws, rules or SBA policies

In instances where an SBA employee suspects Executive Service staff is involved in
possible fraudulent activities or misconduct, the Chief Internal Auditor (CIA) is designated
to receive such reports or complaints. Fraudulent acts or misconduct may involve
violations of internal controls, violations of the SBA Code of Ethics or Code of Conduct, or
actions that involve conflicts of interest.
After making a report of an allegation or suspicion to one of the positions designated
above, an SBA employee should not take any further action to investigate suspected
activity. Specifically, the employee should not:



contact the suspected person in an effort to gather additional facts, demand
restitution; or
discuss the case, facts, suspicions, or allegations with anyone unless directed to
do so by the Executive Director & CIO or the Inspector General.

The Inspector General (or CIA in situations involving Executive Service staff or other
situations where the Inspector General enlists the CIA’s assistance) will conduct an
internal investigation to determine whether sufficient evidence exists to create a
reasonable suspicion that a crime or violation has been committed or some other
significant unethical conduct has occurred. If the Inspector General concludes that such
evidence exists, appropriate steps will be taken to preserve the integrity of such
evidence and a recommendation will be made to the Executive Director & CIO as to
whether or not the evidence should be turned over to a law enforcement agency or
handled internally. Results of an investigation performed by the CIA will be submitted to
the Executive Director & CIO and the SBA’s Audit Committee.
The SBA shall utilize a variety of resources in the prevention, detection and investigation
of fraud, including “financial lifestyle checks”. Financial lifestyle checks may include
accessing public records databases, requests for financial or legal documentation from
employees, interviews of employees and their co-workers, and observation of personal
expenditure patterns. Financial lifestyle checks will be initiated by the Inspector General
solely for cause or to address some particular situation, must be approved in advance by

the Executive Director & CIO, and shall be performed in conjunction with the General
Counsel.
Disciplinary action may be taken against SBA employees who:






have been found to have committed fraudulent activities.
condone, permit or have knowledge of employee or contractual party fraud or
misconduct, employee or contractual party material error that adversely affects
SBA or client assets or interests, misrepresentation or omission of material
information in internal and external reporting and client communications, and
violations of laws, rules or SBA policies and do not report such information to the
Executive Director & CIO, Inspector General or General Counsel (or the CIA in
situations involving Executive Service staff).
make false statements in connection with investigations made by the Inspector
General, CIA or law enforcement.
take reprisal against another employee for making a "good faith" report under this
Policy.

After resolution of any criminal matters or ethics violations, the Inspector General is
responsible for reviewing internal controls that have been violated and for
recommending to the Executive Director & CIO whether such controls should be revised
or enhanced.
The Inspector General may conduct or procure fraud awareness training for SBA
employees and is responsible for assisting SBA management in developing additional
policies and procedures necessary to accomplish the objectives of this Policy. The CIA
will perform risk assessment within SBA operations to enable recommendations to be
made to management regarding the development and design of internal controls.

Compliance
SBA managers and supervisors are responsible for compliance with this Policy through
the development, implementation and maintenance of an appropriate system of internal
controls to protect SBA assets and resources for which they are responsible.
All SBA employees are responsible for compliance with the fraud awareness and
reporting provisions of this Policy.
The Inspector General may review and test internal controls within the SBA as deemed
necessary.

10-041

Personal Investment Activity

Current Update: 12/20/10
Original Issuance: 08/01/03

Purpose
The purpose of this Policy is to provide guidance and direction to State Board of
Administration employees regarding personal investment activity. This Policy is put forth
to guard against any impropriety or conflict of interest between personal investment
interests of State Board of Administration employees, and the Funds managed by the
State Board of Administration, which may adversely affect the credibility or reputation of
the State Board of Administration.
This Policy applies to all State Board of Administration employees, including OPS
employees employed longer than 12 consecutive months. Additionally, this Policy sets
forth certain policy implementation requirements for a group of State Board of
Administration employees known as “Affected Persons” and their Immediate Family (as
these terms are defined below).

Policy
It is the policy of the Executive Director & CIO of the State Board of Administration (SBA)
that:


The interests of the Funds managed by the SBA are of paramount importance to
each staff member of the SBA. Employees must exercise care and caution always
to place the interests of the SBA before their own.



No employee may influence the investment decision making process of the SBA
for personal gain or private advantage or in a manner detrimental to the interests
of the SBA.



SBA employees must avoid actions or activities that bring into question that
person’s independence of judgment with respect to the execution of professional
responsibilities.



All personal transactions must be accomplished in such a manner as to avoid
impropriety or a conflict of interest on the part of staff. This includes, but is not
limited to, refraining from undertaking personal investment transactions with the
same individuals with whom business is conducted on behalf of the SBA.

Background and Implementation
While the SBA affirms the rights of staff to engage in individual investment activities,
conflicts of interest between SBA investment activity and personal investment activity by
SBA employees must be avoided. The general intent of this Policy is that, in any situation
where the potential for conflict exists, transactions for funds managed by the SBA take
precedence over personal transactions. Should any situation arise not specifically
governed by these standards, this general intent shall provide guidance in the resolution
of the matter. Compliance with this Policy by SBA employees is a consideration of
employment, and reckless disregard or willful violation of the provisions of this Policy
may be cause for disciplinary action, up to and including termination of employment.
Affected Persons (defined below) are cautioned to be familiar with, and to comply with,
Executive Director & CIO Policy #10-043 “Confidentiality”, to prevent their Immediate
Family and other Beneficial Ownership relationships (defined below) from inadvertently
violating this Policy.
Definitions
“Affected Person” means any employee of the SBA (including OPS employees employed
longer than 12 consecutive months) who, in connection with his/her regular functions or
duties, participates in the selection of a Fund’s portfolio securities, participates in the
selection or funding of external investment managers, participates in inter-asset class or
intra-asset class allocation decisions, or who has timely access to information regarding
a Fund’s current purchases or sales of securities. This includes, and is limited to, the
Executive Director & CIO, the Deputy Executive Director (DED) and all employees within
the DED’s span of control, the Chief Risk & Compliance Officer (CRCO) and all employees
within the CRCO’s span of control, the Senior DC Programs Officer (SDCPO) and all
employees within the SDCPO’s span of control, and all other Executive Service staff
members not included above.
“Beneficial Ownership” generally means an Affected Person has a direct or indirect
financial interest in a Covered Security and the criteria generally includes:



the receipt of benefits substantially equivalent to those of ownership through
relationship, understanding, agreement, contract or other arrangements; or
the power to vest or revest such ownership in oneself at once, or at some future
time.

Securities Held by Immediate Family Members
An Affected Person is regarded as having Beneficial Ownership of a security held in

the name of an Immediate Family member (defined below). In the absence of special
circumstances, these Immediate Family relationships ordinarily confer benefits
substantially equivalent to ownership.
Securities Held by a Partnership
An Affected Person is regarded as having Beneficial Ownership of securities held in
an account for a partnership in which the Affected Person is a general partner or a
partner with investment discretion.
Securities Held by a Company
An owner of securities in a holding company (who is in a position of substantive
control) will be deemed to have Beneficial Ownership in the holdings of the holding
company where:



the company is merely a medium through which one or several persons in a
small group invest or trade in securities; and
the company has no other substantial business.

In such cases, an Affected Person who is in a substantive position of control of the
holding company is deemed to have beneficial interest in the securities of the holding
company.
Securities Held in Trust
Beneficial Ownership of securities in a private trust includes:





Ownership of securities as a trustee where either the trustee or members of
his/her Immediate Family have a vested interest in the income or corpus of
the trust.
Ownership of a vested beneficial interest in a trust.
Ownership of securities as a settlor of a trust in which the settlor has the
power to revoke the trust without obtaining the consent of all the
beneficiaries.

Using the above definition of Beneficial Ownership as a broad guideline, the ultimate
determination of Beneficial Ownership will be made in light of the facts of the
particular case. Key factors are the degree of the individual's ability to exercise
discretion to invest in, sell or exercise voting rights of the security, and the ability of
the individual to benefit from the proceeds of the security.
“Conflict” or “conflict of interest” means any situation in which regard for a private

interest tends to lead to disregard of a public duty or interest.
“Covered Security” includes notes, bonds, stocks (including shares of closed-end funds),
convertible securities, preferred stock, derivatives based on Covered Securities,
commodity futures, limited partnership interests, warrants and rights.
Covered Security does not include securities issued or guaranteed by the U.S.
government or its agencies or instrumentalities, municipal bonds, bankers' acceptances,
bank certificates of deposit, commercial paper and high quality short-term debt
instruments, including repurchase agreements, variable insurance products (including
annuities), guaranteed investment contracts (GICs), exchange traded funds (ETFs) and
shares of registered open-end mutual funds.
“Fund” means any portfolio or account under management by the SBA, including
externally managed portfolios or accounts.
“Immediate Family” of an Affected Person includes spouse, dependent children, other
dependent relatives if living in the same house, and any other household member,
whether related or not.
“Initial Public Offering” means an offering of securities for which a registration statement
has not been previously filed with the U.S. Securities and Exchange Commission and for
which there is no active public market in the shares.
Prohibited Transactions
The following transactions are prohibited within any accounts in which Affected Persons
have Beneficial Ownership (as defined in this Policy):
Affected Persons may not purchase or sell, directly or indirectly, any Covered Security
during the following “blackout periods”:


During the time period when an Affected Person knows, or should have known, an
initial investment action decision has been made, through the corresponding
implementation period of the investment decision, to purchase the Covered
Security or sell the Covered Security within an SBA Fund.



On any day which an Affected Person knows, or should have known, that an SBA
Fund has a pending “buy” or “sell” order in the Covered Security until the order is
withdrawn or executed.



For three (3) business days after an SBA Fund trades in the Covered Security.

Affected Persons may not short sell any Covered Security, with the exception of short
selling against broad market indices, which is permitted.
Affected Persons may not buy or sell any derivative instrument (including options or
warrants) on specific individual Covered Securities.
Affected Persons may not acquire a Covered Security as part of an Initial Public Offering.
Affected Persons may not acquire a Covered Security in a private placement transaction,
with exceptions for certain situations involving small businesses with $2,000,000 or less
of gross assets. Exceptions will require written approval received in advance from the
Chief Risk & Compliance Officer (CRCO).
Exempt Transactions
The following transactions are exempt from pre-clearance requirements and blackout
periods:










Purchase, sale or other acquisition of a Covered Security which is non-volitional
on the part of the Affected Person or any Fund, such as purchases or sales upon
exercise of puts or calls written by the Affected Person, sales from a margin
account pursuant to a bona fide margin call, stock dividends, stock splits,
mergers, consolidations, spin-offs, or other similar corporate reorganization or
distribution.
Purchases that are part of an automatic dividend reinvestment plan or automatic
employee stock purchase plan.
Purchases effected upon the exercise of rights issued pro rata to all holders of a
class of its securities, to the extent such rights were acquired from such issuer,
and sales of such rights so acquired.
Acquisitions of a Covered Security through a gift or bequest.
Purchase, sale or other acquisition of a Covered Security in a trust in which the
Affected Person holds Beneficial Ownership, but for which the Affected Person
holds no direct or indirect influence or control with respect to selection of
investments
De minimus transactions, defined as $5,000 per trading day, per covered security
of entities (e.g., companies, closed-end funds or issuers) with at least $1 billion in
market capitalization. The CRCO will refer to a reputable information service to
maintain a list of those securities which are eligible for exemption from preclearance and blackout period requirements.

Note that exempt transactions, as defined above, are still required to be reported
through duplicate broker confirmations, and all associated holdings may be requested to
be disclosed as required below under “Reporting Requirements”.

Pre-Clearance of Covered Security Transactions
Written pre-clearance for all non-exempt transactions by an Affected Person in a Covered
Security (as defined above) is required from the CRCO. The CRCO shall have discretion to
prohibit any proposed acquisition by an Affected Person which may be a violation of this
Policy, or which may present a conflict that may adversely affect the credibility or
reputation of the SBA, based on all the relevant facts and circumstances. Transactions
that are in accordance with this Policy, and appear upon reasonable inquiry and
investigation to present no likelihood of harm to the SBA or inappropriate personal
advantage to the employee, shall be entitled to pre-clearance by the CRCO.
The following guidelines apply to pre-clearance:


Pre-clearance decisions from the CRCO or designee will be received within one (1)
business day and approvals will be good for a period of two (2) full business days
after the date of approval. Every reasonable effort will be made by the CRCO or
designee to provide timely decisions on pre-clearance applications.



Application for pre-clearance is required for transactions in a specific Covered
Security (of a company or fund with market capitalization greater than $1 billion)
in excess of $5,000 per trading day and for all transactions in Covered Securities
of companies with a market capitalization of less than $1 billion.



The pre-clearance application submitted will include a certification by the Affected
Person that the requested transaction is not prohibited per this Policy to the best
of their knowledge. If it is determined later that the Affected Person fraudulently
applied for, and received, pre-clearance, the pre-clearance will be void and will
not insulate the Affected Person from possible disciplinary action as described
below.



Immediate Family members of Affected Persons are not required to formally apply
for pre-clearance. However, Affected Persons are responsible for ensuring that
transactions in Covered Securities initiated by Immediate Family members are
not prohibited transactions.



The Inspector General shall be responsible for approving a pre-clearance
application submitted by the CRCO personally.

Reporting Requirements
All reports of transactions and other information filed with the CRCO in relation to this
Policy shall be treated as confidential to the degree allowable by law.

Duplicate Confirmations
All Affected Persons are required to instruct their broker-dealers to provide duplicate
confirmations to the SBA’s CRCO, which shall include all personal investment
transactions in Covered Securities effected for any account in which such Affected
Person has direct ownership. Immediate Family members are not required to provide
duplicate transaction confirmations to the CRCO.
Information required to be disclosed includes:






Employee name and account number
The trade date of each transaction, title, interest rate and maturity date (if
applicable), number of shares and the principal amount of each Covered
Security involved.
The nature of the transaction (purchase, sale or any other type of acquisitions
or dispositions).
The price of the Covered Security at which the transaction was effected.

Initial Holdings Reports
All Affected Persons are required to disclose to the CRCO in writing, within ten (10)
business days after becoming an Affected Person, the following information:




the title or name, number of shares/units/par, and latest market value of
each Covered Security in which he/she has any direct or indirect Beneficial
Ownership upon becoming an Affected Person; and
the name of any broker, dealer or bank with whom the Affected Person and/or
Immediate Family member maintains an account in which any Covered
Securities are currently held for his/her direct or indirect Beneficial
Ownership.

Change in Status of Personal Investment Accounts
If an Affected Person or a member of his/her Immediate Family initiates transactions
in a Covered Security (in which they had direct or indirect Beneficial Ownership) in an
existing account which was not previously disclosed to the CRCO as required on the
Initial Holdings Report (due to the fact that the account did not hold Covered
Securities at the time of filing the Initial Holdings Report), the following must be
reported to the CRCO within ten (10) business days of initiating such transactions:


the name of the broker, dealer or bank with whom the Affected Person and/or
Immediate Family member maintains an account in which any Covered

Securities are held or transacted for his/her direct or indirect Beneficial
Ownership.
New Personal Investment Accounts
If an Affected Person or a member of his/her Immediate Family opens or establishes
a new account in which any Covered Securities are held or transacted for the direct
or indirect Beneficial Ownership of the Affected Person, the following must be
reported to the CRCO within ten (10) business days of opening the account:



the name of the broker, dealer or bank with whom the account is established;
and
the date the account was established.

Other Disclosures
All Affected Persons have an affirmative duty to promptly disclose any material
interest (i.e. $20,000 or more) in financial institutions or investment organizations
with which they conduct business on behalf of the SBA. Such financial institutions or
investment organizations would include all broker-dealers, money managers,
investment advisors and investment consultants. This disclosure applies to direct or
indirect Beneficial Ownership in Covered Securities and must be made to the CRCO
within ten (10) business days of acquisition. Although this is normally accomplished
through duplicate confirmation statements automatically sent to the CRCO, Affected
Persons must take measures to ensure such disclosure is made.
Holdings Reports and Transaction Statements
All Affected Persons are required to instruct their brokers, dealers and/or banks to
provide account holdings statements and/or transaction statements directly to the
CRCO no later than thirty (30) days after receiving a written request to provide such
information from the CRCO. Such information requests are authorized by this Policy
to cover holding reports and transaction statements for all accounts which hold
Covered Securities in which Affected Persons have Beneficial Ownership. The
following information is required to be provided by the brokers, dealers and/or banks
of Affected Persons, at a minimum:



The title, number of shares and principal amount of each Covered Security in
which the Affected Person has any direct or indirect Beneficial Ownership.
The trade date of each transaction, title, interest rate and maturity date (if
applicable), number of shares and the principal amount of each Covered
Security involved.




The nature of the transaction (purchase, sale or any other type of acquisitions
or dispositions).
The price of the Covered Security at which the transaction was effected.

The Inspector General shall be responsible for receiving all confirmations and
disclosures required under this section for the CRCO personally, and the Inspector
General may review these confirmations and disclosures as deemed necessary.
Annual Certifications
All Affected Persons are required to certify in writing to the CRCO annually that they:




have read and understand this Policy and acknowledge that they are subject to
this Policy;
have complied, and will continue to comply, with the requirements of this Policy;
and
have provided the complete list of brokerage and trading accounts that they have
open in which they hold direct or indirect Beneficial Ownership of Covered
Securities.

Enforcement
Affected Persons who violate this Policy may be subject to serious penalties which may
include one, or any combination, of the following: written reprimand, reversal of
securities transactions, disgorgement of trading profits, suspension or termination of
employment, and/or referral to regulatory or law enforcement agencies.
If the CRCO determines that a violation of this Policy has occurred, he/she shall submit a
written determination, together with documentation and any explanatory material
provided by the Affected Person, to the Inspector General for review, evaluation and/or
investigation. The Executive Director & CIO shall make the final determination as to
whether a violation has occurred and whether disciplinary action is warranted.
Any losses suffered, or tax liability incurred, by an Affected Person due to enforcement of
this Policy are the employee’s sole responsibility.
Questions and Interpretations
All Affected Persons are urged to seek guidance if any uncertainty exists with respect to
personal investment issues. An Affected Person who has a question concerning the
applicability of this Policy to a particular situation shall request a determination from the
CRCO before engaging in the personal securities transaction. The CRCO will be the
primary SBA resource for resolving questions and interpretations of this Policy, and will

be responsible for consulting and coordinating with the Inspector General and DED as
appropriate. The CRCO will be required to answer questions regarding applicability of this
Policy in such reasonable time so as not to unduly restrict an employee’s ability to
manage his/her financial affairs.
Risk Management and Compliance will deliver an instructional or training activity to be
administered periodically, or provide additional written guidelines or resources regarding
this Policy and its requirements. Failure to complete required periodic personal
investment activity training in a timely manner will be considered a violation of the SBA’s
Code of Conduct and shall result in disciplinary action in accordance with policy #20-250
“Code of Conduct and Disciplinary Action”. No perceived ambiguity in this Policy shall
excuse any violation. Any person who believes this Policy to be ambiguous in a particular
situation shall be responsible for requesting a determination from the CRCO.

Compliance
All SBA employees are responsible for compliance with the statements of policy set forth
above. Affected Persons are responsible for compliance with all provisions of this Policy,
including specific implementation requirements as outlined above, as well as ensuring
their Immediate Family is in compliance with this Policy.
The CRCO shall be responsible for implementing pre-clearance procedures in
accordance with this Policy, including the designation of back-up staff to ensure timely
processing.
The CRCO may review and test Affected Persons’ (and their Immediate Family’s)
compliance with this Policy as deemed necessary. The CRCO may develop additional
policies and guidelines as he/she deems necessary to monitor compliance with this
Policy and to otherwise prevent or detect violations.
The CRCO shall maintain adequate records and documentation to demonstrate Affected
Persons’ compliance with this Policy.

10-043

Confidentiality

Current Update: 09/16/10
Original Issuance: 01/01/88

Purpose
This Policy sets forth responsibilities for staff of the State Board of Administration with
respect to confidentiality and defines information to be treated as confidential by State
Board of Administration employees.
This Policy is applicable to all State Board of Administration employees, including OPS
and interns.

Policy
It is the policy of the Executive Director & CIO of the State Board of Administration (SBA)
that:
All investment decisions, and associated analytical information used to support those
decisions, pending implementation, will be considered proprietary information and
treated as highly confidential by all SBA employees.
All records, information and reports received from both existing and potential outside
service providers or other third persons designated as “proprietary confidential business
information” “trade secret”, “confidential” or similar language by the service providers or
other third persons shall be treated as highly confidential by all SBA employees, unless
otherwise determined by the General Counsel, and therefore handling and distribution of
such information is subject to elevated controls.

Background and Implementation
Investment Information
All investment information, pending implementation, is considered proprietary and highly
confidential. Breaches of confidentiality in these matters may be extremely detrimental
to the investment earnings of the Florida Retirement System Trust Fund or other client
portfolios. Additionally, acting on, or communicating, confidential information may be in
violation of the SBA’s “Insider Trading” policy and federal securities laws. It is incumbent
upon employees having access to such information to hold the information in the
strictest confidence. Violations of such confidentiality may result in serious disciplinary
action by the SBA, up to and including termination of employment and/or referral to
regulatory or law enforcement agencies.
Investment information for the purposes of this Policy includes:

(a) records and other information (including orders for the buying and selling of
securities) relating to investments made by the SBA subject to the provisions of
Section 215.44(8)(b), F.S., which are confidential and exempt from disclosure
under Florida’s Public Records Law for 30 days after completion of an investment
transaction;
(b) records and information (including value, offers, counteroffers or negotiations
relating to acquiring, hypothecating, or disposing of real estate investments
(including real property or related personal property or mortgage interests in
same, as well as interest in collective real estate investment funds, publicly
traded securities or private placement investments) subject to the provisions of
Section 215.44(8)(a), F.S., which are confidential and exempt from disclosure
under Florida’s Public Records Law until closing is complete and all funds are
disbursed;
(c) decisions to revise total fund asset allocation;
(d) decisions to revise asset class portfolio structure (intra asset class allocation)
and transition activity associated with manager funding, de-funding and
terminations;
(e) proxy voting strategies where disclosure may be detrimental.
(f) any analytical information relating to investment strategies or investment
managers that forms the basis for decisions regarding asset allocation or
portfolio structure.
NOTE: With regard to items (c), (d), and (f) above, Senior Investment Officers or
designees may communicate potential funding information to individual
investment managers or other third persons that may be directly impacted by
the decisions.
Proprietary Confidential Business Information
Proprietary confidential business information is information that has been designated by
the proprietor as owned or controlled by the proprietor and that is intended to be private
(the disclosure of which would harm the business operations of the proprietor). Breaches
of confidentiality in these matters may be extremely detrimental to service provider
relationships and, subsequently, investment earnings of the Florida Retirement System
Trust Fund or other client portfolios. Additionally, breaches of confidentiality may expose
the SBA to litigation risk. It is incumbent upon employees having access to proprietary
confidential business information to hold the information in the strictest confidence.
Violations of such confidentiality may result in serious disciplinary action by the SBA, up
to and including termination of employment.
Proprietary confidential information generally includes records that may be confidential

and exempt from disclosure under Florida’s Public Records Law pursuant to Section
215.44(8)(c) (which generally involves records relating to alternative investments) and
records that may be confidential and exempt under Sepro Corporation v. Department of
Environmental Protection, 839 So. 2d 781 (Fla. 1st DCA 2003) which can involve any
records received by the SBA.
Proprietary confidential business information for the purposes of this Policy includes, but
is not limited to:
a) trade secrets as defined in s. 688.002;
b) information provided to the SBA regarding a prospective investment in a private
equity fund, venture fund, hedge fund, distress fund, or portfolio company which
is proprietary to the provider of the information;
c) financial statements and auditor reports of an alternative investment vehicle;
d) meeting materials of an alternative investment vehicle relating to financial,
operating, or marketing information of the alternative investment vehicle;
e) information regarding the portfolio positions in which the alternative investment
vehicles invest;
f) capital call and distribution notices to investors of an alternative investment
vehicle;
g) alternative investment agreements and related records; and
h) information concerning investors, other than the SBA, in an alternative
investment vehicle.
Other Confidential Information
There are a variety of other public records designated as confidential and/or exempt
from disclosure under the Florida Statutes, many of which pertain to human resources
and personnel records (e.g. social security numbers and home addresses and phone
numbers for current or former law enforcement personnel). Additionally, other
confidential records relevant to SBA operations include:
a) names and addresses of retirees;
b) FRS Investment Plan participant records;
c) FHCF reports of insured values by zip code;
d) information related to security systems; and
e) information that identifies the benefactors or the designated beneficiary of any

account initiated pursuant to the Florida College Savings Plan.
Management of Confidential Information
It is incumbent on all employees to use discretion in the handling and dissemination of
confidential information. Generally, employees should minimize, to the extent possible,
the distribution of confidential reports and information, both electronically and in hard
copy. It is imperative that employees remain vigilant, to the extent possible, in ensuring
the appropriate chain of custody for confidential information remains intact. Further, the
chain of custody should include only those employees with a reasonable “need to know”
basis.
Guidelines for the handling of confidential information include:


Ensuring confidential documents and information (and documents, reports and
records created or developed by the SBA or any third person that includes, in
whole or in part, information designated as “confidential” by a service provider or
other third person) are clearly designated as confidential through watermarks,
stamping, etc.



Careful consideration should be given regarding the necessity of printing and/or
copying confidential information. Photocopying or printing hard copy confidential
reports and information should be kept to an absolute minimum.



Electronic transmission, both internally and externally, of confidential reports and
information should be minimized to avoid inadvertent and/or inappropriate
distribution.



Proper attention must be given to the secure retention and destruction (if lawful
and in accordance with records retention requirements) of confidential
information. Hard copy confidential information must be kept in locked storage
facilities/cabinets when not in use. Shredding (when lawful and in accordance
with records retention schedules) hard copy confidential information should be
performed promptly and directly by the document owner.

All requests coming from persons external to the SBA to inspect, examine and/or copy
any SBA records (including records that contain confidential information) shall be
directed to the Director of Communications in accordance with the SBA’s Public Records
Request Policy (Executive Director & CIO Policy #10-032). Irrespective of the above
noted confidentiality requirements, it is SBA policy to fully comply with the disclosure
requirements under Chapter 119, Florida Statutes, the Public Records Law and to
protect against the inadvertent and improper disclosure of records that the Legislature
has determined to be confidential and exempt from disclosure under Florida’s Public
Records Law.

Compliance
All SBA employees shall be responsible for compliance with this Policy. SBA employees
are urged to seek guidance if any uncertainty exists with respect to confidentiality issues.
Any person who believes this Policy to be ambiguous in a particular situation shall be
responsible for requesting a determination from the Inspector General.
The Inspector General may review and test compliance with this Policy as deemed
necessary.

10-004

Communications

Current Update: 09/16/10
Original Issuance: 10/05/98

Purpose
This Policy establishes the framework for handling various communications with external
parties and defines the roles and responsibilities of staff. This Policy does not apply to
communications undertaken by State Board of Administration staff members in the
course of their normal business and investment activities.

Policy
It is the policy of the Executive Director & CIO of the State Board of Administration (SBA)
that:
Communications with external parties relating to the organization and its objectives be
timely, accurate, and consistent. Specifically, communications will be handled in a
manner to ensure uniformity of message relating to a particular subject.

Background and Implementation
The SBA is frequently contacted by the media, Trustees and advisory council members,
legislative and executive staff, beneficiaries, lobbyists, vendors, consultants, investment
managers and others for information. Subject matter may include, but is not limited to,
manager searches, developments in the industry, or perspective on legislative or
regulatory matters under consideration. Many inquiries relate to existing activities where
routine information is being requested (including, but not limited to, assets under
management, number of managers, products used within portfolios, etc.). The Director of
Communications (DOC) can readily access this data and provide the response in a
timely, efficient manner. Other inquiries are designed to ascertain the organizational
perspective on a particular subject due to proposed developments in the industry,
potential legislative initiatives, proposed changes in regulatory or legal authority,
competitive vendor selection processes, business practices, and so forth. In these
instances, consistency and uniformity of message are critical to the organization. It is
important that such communications be handled in a centralized manner to ensure that
uniform, consistent, and accurate information be provided to any and all parties
requesting information on the same or a related subject, and that the Executive Director
& CIO, Deputy Executive Director (DED) or other appropriate members of senior
management are aware of the nature of the inquiries.
The Executive Director & CIO and the DOC shall prepare and communicate to senior
management the uniform message of the organization relating to highly sensitive
matters and/or those expected to generate a significant amount of public or media

interest. Although these communications will be handled by the Executive Director & CIO
or the DOC, this ensures that staff is aware of the issues, understands their criticality,
and does not inadvertently share inappropriate or inaccurate information in the course
of normal business activities.
The DOC is designated as the central point of contact for all external communications
with oversight authorities, the media, and other interested parties. The role of the DOC
as a conduit for external communications is to ensure the objectives of this Policy are
met, including timeliness, accuracy and consistency of SBA responses. The
responsibilities of the DOC include:







Logging and tracking external contacts
Making a determination whether a response is appropriate
Assigning responsibility for a response to the proper staff
Coordinating the response, including scheduling and attending interviews if
required
Ensuring the Executive Director & CIO, DED and Chief Operating Officer (COO) are
updated on external contacts and their disposition
Serving as a resource for staff questions regarding communication issues and
procedures

The following guidelines apply to specific types of external communication:
Communications with trustees, trustee aides, and IAC Members
These communications should be forwarded to and handled by the DOC, under the
direction of the Executive Director & CIO. In the event any of the above referenced
parties contact an asset class or operational area directly for information, the Senior
Officer of the specified area may provide factual or informative information which falls
within the scope of his or her responsibilities. However, the contact and nature of the
communication should be reported immediately to the DOC since the information may
have been requested to be used in a broader context. Senior Officers should direct
communications from the above referenced parties to the DOC if any uncertainty exists
as to the appropriateness of responding to a request. An individual's personal or
professional opinion on a subject under consideration should not be expressed unless
the trustee, aide, or IAC member was referred to that individual by the Executive Director
& CIO or the DOC.
Media
The SBA is contacted frequently by the media on a variety of subjects. All contacts from
the media (including trade press) are to be initially routed through the DOC. If the contact
is from the trade or industry press and is routine in nature, the DOC may be able to
access the necessary information and provide a timely response. If the discussion is to
be more extensive where the subject matter involves investment strategy, market
opinions, or other topics where expertise of the appropriate Senior Officer may be
required, the DOC will engage the appropriate Senior Management staff to assist in
compiling the response or participating in the interview. The Senior Management staff

will provide the appropriate technical expertise and the DOC will ensure that the
appropriate organizational perspective is provided should the scope of the
contact/inquiry expand during the course of the contact.
Current SBA Consultants and Other Service Providers
Currently employed consultants and other service providers are discouraged, if not
contractually prohibited, from communicating with external parties regarding the SBA or
the SBA’s affairs except at the request, or with the consent, of the Executive Director &
CIO. It is the responsibility of the Senior Officer overseeing a contractual relationship to
ensure that the consultant or other service provider is aware of the SBA’s
Communications Policy, and that communications from external parties regarding the
SBA received by the consultant or other service provider are to be directly routed to the
DOC. The DOC will address such communications in accordance with the media
guidelines referenced above.
Prospective Non-Investment Related Vendors
All communications from prospective vendors offering goods or services of a noninvestment nature will be directed to the Procurement Manager or the Senior Officer
responsible for the type of services being offered or discussed. All communications with
prospective vendors must be in accordance with the SBA’s Procurement Policy
(Administrative Services Policies and Guidelines #20-101) maintained by the Chief
Operating Officer, including the observation of quiet periods during the acquisition
process.
Prospective Investment Management and Investment Services Providers
Communications with prospective providers of investment management or investment
support services will typically be handled by the Research & Compliance Manager (RCM).
Firms with a wide array of products and/or services are generally interested in
understanding the asset classes and products utilized in the implementation of
investment strategy and how their firm can do business with the SBA. In these instances,
the RCM will answer general questions and/or provide the firm with the SBA Business
Brochure.
Providers who have existing or prior contractual relationships with the SBA and those
with specialized services may already have had contact with the Senior Investment
Officer responsible for the product(s) they wish to discuss in the normal course of
business. In those instances, the Senior Investment Officers or their designees may
discuss the capabilities of the firm and provide guidance regarding immediate or future
needs for investment management or investment support services within their specified
area of responsibility. The Senior Investment Officers will advise the RCM of the contact
in accordance with procedures developed by the RCM.
Any written materials received from potential providers should be forwarded to the RCM
for retention, irrespective of the manner in which the contact was initiated.

When the SBA is conducting a search for investment managers, a “quiet period” will be
imposed on all staff involved in the selection process. Typically, this will include all staff
within the asset class conducting the search and the DED. However, to the extent others
may be involved in the selection process, the same provisions will apply. Affected staff
may continue to communicate with existing contractual managers in the normal course
of business. Affected staff will limit communication with other external managers,
however, to only those prospective managers identified as candidates through the
screening process and only to the information necessary to further analyze and evaluate
the product identified in the search. The quiet period will be initiated when the search is
announced and will continue until the selection has been completed.
Quiet period requirements as outlined above will also generally apply to investment
manager and advisor searches in the private market asset classes. However, since the
identification of prospective candidates in the private markets cannot be accomplished
through a database screening methodology and these managers are typically more
specialized in scope, affected staff in the private market asset classes may
communicate with managers and advisors about products and capabilities outside the
scope of the search in progress. Communication with managers and advisors identified
as candidates for the search in progress will be limited to information necessary to
further analyze and evaluate the product identified in the search.
Defined Contribution Program Participants
All communications from Defined Contribution (DC) Program participants will be directed
to the Senior DC Programs Officer or designee. Routine contacts will then be directed to
the education provider or the third party administrator for a response. However, nonroutine communications or complaints must be addressed in accordance with the SBA
DC Program’s departmental policies and guidelines.
Internet/Web Based Communications
All materials and information posted on the SBA’s internet web site will be forwarded to
the DOC for review and approval prior to publication on the web site.
Public Records Requests
All public records requests received by the SBA will be routed through the DOC and
forwarded to the General Counsel. The General Counsel will determine the appropriate
source of information to fulfill the request and forward the request to the proper staff. All
materials and documentation compiled in response to a request will be returned to the
General Counsel for review, approval and to provide the SBA’s formal response to the
external party requesting the public records.
Lobbyists and Other Interested Parties
All other miscellaneous communications from lobbyists and other interested parties
(e.g., beneficiaries of the Florida Retirement System Pension Plan) will be directed to the
DOC. Communications of a routine nature will be handled by the DOC. However, if the

DOC determines the communication is non-routine in nature, then the DOC will advise
the Executive Director & CIO who will provide guidance regarding the disposition of the
inquiry and participate, at his discretion, in the response.

Compliance
The DED, COO, General Counsel, and Senior Officers are responsible for instructing and
counseling their staff on the requirements of this Policy and ensuring that departmental
policies and guidelines conform to this Policy. All SBA staff are responsible for
compliance with this Policy and for handling communications and information consistent
with the directives and objectives of this Policy.
The Executive Director & CIO and DOC will monitor and evaluate the quality of
communications (written, verbal, and electronic) to external parties and the
organization's success in meeting these objectives. The DOC may develop additional
policies and procedures as necessary to implement this Policy and shall maintain
adequate records to demonstrate compliance with this Policy.

10-032

Public Records Request

Current Update: 09/16/10
Original Issuance: 08/05/00

Purpose
To ensure that uniform and expeditious responses are compiled and prepared by the
State Board of Administration to all requests for information made pursuant to Chapter
119, Florida Statutes.

Policy
It is the policy of the Executive Director & CIO of the State Board of Administration (SBA)
that:


The General Counsel shall be responsible for coordinating, compiling, reviewing
and approving all SBA responses to public records requests.



All written and verbal requests for public records received by any SBA employee
shall immediately be directed to the Director of Communications (DOC) for
tracking purposes and forwarded to the Office of the General Counsel for
disposition.

Background and Implementation
All public records requests received by the SBA will be routed through the DOC and
forwarded to the Office of the General Counsel. Telephone requests for public records
shall be forwarded to the DOC directly, or the SBA staff member shall take the name and
telephone number of the individual making the request and forward the information in
writing to the DOC.
Upon receipt of a request for public records, the General Counsel will determine the
appropriate source of information to fulfill a public records request. The Office of the
General Counsel shall initiate coordination of the gathering of all responsive public
records. The General Counsel or designee shall contact the appropriate staff of the SBA
and ascertain the extent of public records in existence which meet the criteria in Chapter
119, Florida Statutes, and the amount of staff effort required to make the public records,
or copies of the public records, available. The individual(s) requesting the public records
shall be contacted by the Office of the General Counsel to determine a mutually
agreeable time and place for the inspection of public records or to confirm a delivery
method and location for copies of records to be sent to the individual.
Certain categories of public records are exempted by Florida Statutes from inspection. All
issues as to whether all or any part of a public record is exempt from inspection shall be

determined by the Office of the General Counsel. Records which are determined to be
exempt from inspection shall not be made available for inspection or copied and sent to
the individual. If only a portion of a public record is exempt, a copy of the record shall be
made, and the exempted information shall be redacted prior to the document being
made available for public inspection or sent to the requestor.
The General Counsel shall coordinate with Office Services to ensure the availability of
staff to monitor the inspection of public records at all times. If copies of public records
are requested during inspection, or in lieu of inspection, each document to be copied
shall be designated, and a separate SBA staff member shall make the requested copies.
Unless waived by the General Counsel due to the voluminous or duplicative nature of the
request, two copies of each public record shall be made, one for the individual
requesting the public record, and one to be retained by the SBA as documentation of the
request and associated response. In instances where the two copy procedure is waived,
sufficient documentation shall be made and retained to evidence compliance with the
request. The SBA’s copies of responses to public records requests shall be retained by
the Office of the General Counsel.
Fees shall be charged for public records as provided for in the SBA’s Administrative Fees
and Other Service Charges Policy (Executive Director & CIO Policy #10-051) and Chapter
119, F.S. The fee shall include a charge for SBA staff time spent compiling and
duplicating the records in accordance with Section 119.07, F.S. Payment of all fees to
the SBA for inspection of public records shall be paid in full prior to the release of any
copied public records, unless the fee is an insignificant amount.

Compliance
All SBA staff are responsible for compliance with this Policy by ensuring that public
records requests are immediately routed through the DOC to the Office of the General
Counsel for disposition.
The General Counsel may develop other policies, guidelines and procedures to
implement and ensure compliance with this Policy. The General Counsel is responsible
for maintaining sufficient documentation to demonstrate compliance with this Policy.
The Inspector General may review and test compliance with this Policy as deemed
necessary.

Public Asset Class Manager Selection
Effective Date: June 30, 2010
Revision Date: May 1, 2011

Purpose
To participate in the hiring process and ensure that policies regarding manager selections are in compliance.

Source Documents
•
•
•
•
•

External Manager Selection Compliance Checklist Part 1 found in EIMO:\Public Asset Classes New
Manager Selection
External Manager Selection Compliance Checklist Part 2 found in EIMO:\Public Asset Classes New
Manager Selection
On-Site Manager Ranking Form-Final found in EIMO:\External Manager Site Visits (if necessary)
Total Manager Rankings found in EIMO\Manager Ranking
Documents provided by Asset Class SIO for Interview Process

Procedures
1. Asset Class SIO notifies compliance that they are going to initiate a manager search.
2. Once the finalists have been chosen, the DEIMO is notified of all interview dates and times.
3. The DEIMO or a representative will attend all of the interviews for the manager search and ask for
clarification on any issues regarding the manager’s response or lack thereof regarding risk
management and compliance processes and policies.
4. After the interviews are held, the DEIMO is notified which, if any, managers the SIO has determined
will be hired.
5. A representative from the asset class gives the manager search documentation to the DEIMO for
review and approval.
6. The DEIMO completes the Manager Acquisition checklist Part 1 and attaches it to the documentation to
be forwarded to the DED for approval and ED for signature. The Manager Selection checklist is
completed to ensure that all steps outlined by policy were completed before the request was made to
hire the manager(s). This documentation must contain a recommendation memo from the asset class
SIO to the DED and ED regarding what manager(s) to hire for this particular mandate. Make sure there
is documentation stating the reason for the new strategy and how and what search criteria was used to
develop a list of candidates based on the proposed investment strategy. It should be noted if the
consultant or SBA staff developed the list of candidates and the methodology used.
7. The documentation submitted by the asset class should include the time and attendees for any
preliminary conference calls with the finalists that were held to discuss investment, administrative,
contractual and legal issues. A Placement Agent Disclosure form must be distributed to and signed by
potential candidates. The documentation must include a singed Conflict of Interest form for further
signature by the DED and ED.

8. After the DED approves and ED signs the recommendation, it is returned to the asset class for filing.
9. If necessary or requested, potential managers can be subjected to an on-site visit for more information
regarding their firm and/or compliance processes. This is NOT a prerequisite for hiring the managers, a
site visit is further due diligence in completing the process. See #12-Procedures for Compliance On-Site
Manager Visits 050111.
10. Once all due diligence has been conducted on the potential managers, the SIO negotiates the
Investment Management Agreement that gets staffed to the appropriate personnel which includes
the DEIMO. The External Manager Selection Compliance Checklist Part 2 should be completed and
attached to the contract staffing materials. Be sure that a signed Conflict of Interest form has been
included with the contract being staffed to the DED and ED.
11. After the contract has been reviewed and signed make sure that all required signatures on the Conflict
of Interest Certification are on the form and it is filed in RMC.
12. The new manager should be provided with the following policies: New Investment Vehicle; Leverage
Usage; Derivatives Instruments Usage; Disclosure of the Use of Placement Agents and Derivatives
Usage Policy – Public Market Asset Classes.
13. Add any new managers to the Total Manager Rankings spreadsheet on the “Public Asset Classes” tab.
(You will need to add the manager in alphabetical order and insert any necessary dates.) If an On-Site
Due Diligence Visit was necessary that score should be entered into the column entitled “On-Site
Ranking”.

Due Date
Before the final documentation is forwarded to the Deputy Executive Director for approval and the
Executive Director for signature.

Escalation
If any information is discovered during the manager interviews or due diligence on-site visit that implies the
manager cannot fulfill the terms of the contract or manager is involved in an investigation or litigation that is
deemed material, the Asset Class IOG should be notified immediately though a regularly scheduled meeting
or schedule an ad hoc meeting as necessary.

Distribution and Records Retention
The completed document will be filed with the manager search notebook residing in the public asset class
department and retained according to the asset class retention schedule.
Compliance Personnel Responsible for Procedures maintenance
The Director of External Investment Manager Oversight is currently responsible for maintaining this
procedure.

External Investment Manager Selection Policy
Compliance Checklist – Public Markets
Policy #15-010
Date:
Compliance Officer:
Debbie McCoy
Asset class
Manager Search:
Investment Managers selected/Risk
Ranking:

Reason for adding new strategy (check those that apply)
o Increased investment capacity
o Enhanced diversification
o Addition of new strategy or style
o Termination of existing manager

Search criteria developed by SIO and approved by DED
o Yes

Date Approved:

______________

o No

Investment Manager Universe Developed
o Internal Manager database used?
o Consultant used?

____________________

_________________________________

If search run internally by SBA staff:
1.

First Level Screens

(check all that apply)

o Assets under management
o Product Size
o Experience
o Investment strategy
o Investment Performance
o Risk-adjusted returns
2.

Second Level Screens

(check all that apply)

o Performance
o Portfolio composition
o Personnel
o Organizational History and Structure
o Fee proposals
o Other

RMC Comments/Notes: _A second screen was not used, but quantative analysis was
conducted to aid in ranking the managers for interviews and possible selection.__RMC
participated in all of the manager interviews._________________________________

If search run externally by consultants:
Alternative Screens (check all that apply)
o Short list provided by External Consultant

Search checklist
o Preliminary conference calls with finalists
o General Counsel participation in calls
o Preliminary investment, administrative, contractual and legal issues discussed
Manager Interviews scheduled and conducted
o Dates and attendees listed
o Investment Protection Principles distributed to all final candidates prior to
interviews
o Placement Agent Disclosure Form distributed to all final candidates prior to
interviews
o ADV Part I and II has been received and reviewed
o Is Form 8 (Foreign) or Form 9 (U.S.) Included
Manager recommendations from SIO
o Consultant’s due diligence memo
o Package submission to DED for evaluation and concurrence

o Approval by Executive Director

RMC Comments/Notes: __The recommendations are expected to be approved by the
Executive Director.

________________________________________________

____________________________________________________________________

External Investment Manager Selection Policy
Compliance Checklist – Public Markets
Policy #15-010
Date:
Compliance Officer:
Debbie McCoy
Asset class
Manager Search:
Investment Managers selected/Risk
Ranking:

o Conflict of Interest Certification Signed

HAVE THE MANAGERS BEEN PROVIDED A COPY OF THE FOLLOWING POLICIES
o New Investment Vehicles (list of allowable securities) DETERMINATION of
whether or not required for New Investment Policy
o Leverage Usage (#10-016)
o Derivatives Instruments Usage (#10-013)
o Disclosure of the Use of Placement Agents (#10-045)
o Derivatives Usage Policy – Public Market Asset Classes (#15013)

RMC Use Only:
Have the following been requested from the New Managers:
Manager:

_______________________________________

o Code of Ethics

Date Reviewed:

_______________________

o Compliance Manual

Date Reviewed:

_______________________

o Organizational Chart

Date Reviewed:

_______________________

o SAS 70 Certification

Date Reviewed:

_______________________

o Insurance Coverage

Date Reviewed:

_______________________

o ADV Form

Date Reviewed:

_______________________

o Financial Stmts

Date Reviewed:

_______________________

RMC Use Only:

Have the following been requested from the New Managers:
Manager:

_______________________________________
o Code of Ethics

Date Reviewed:

_______________________

o Compliance Manual

Date Reviewed:

_______________________

o Organizational Chart

Date Reviewed:

_______________________

o SAS 70 Certification

Date Reviewed:

_______________________

o Insurance Coverage

Date Reviewed:

_______________________

o ADV Form

Date Reviewed:

_______________________

o Financial Stmts

Date Reviewed:

_______________________

RMC Use Only:
Have the following been requested from the New Managers:
Manager:

_______________________________________
o Code of Ethics

Date Reviewed:

_______________________

o Compliance Manual

Date Reviewed:

_______________________

o Organizational Chart

Date Reviewed:

_______________________

o SAS 70 Certification

Date Reviewed:

_______________________

o Insurance Coverage

Date Reviewed:

_______________________

o ADV Form

Date Reviewed:

_______________________

o Financial Stmts

Date Reviewed:

_______________________

Procedures for Property Acquisition Selection Process
Effective Date: June 30, 2010
Revision Date: October 10, 2011

Purpose
To ensure that policies regarding property acquisition selection in the RE asset class are in compliance.

Source Documents
•
•
•

RE Property Acquisition Compliance Checklist 2009 v1 found in EIMO\Real Estate
Total Manager Rankings found in EIMO\Manager Ranking
Documentation provided by portfolio management staff in the asset class.

Procedures
1. Asset Class SIO notifies compliance that they have reviewed a proposed Letter of Intent from the
manager regarding property acquisition.
2. The Senior Acquisitions Manager in the Real Estate Asset Class provides Compliance Manager with
documentation that is reviewed and the checklist form is completed. The preliminary
recommendation by the Acquisition Manager to the SIO-RE to begin due diligence and contract
negotiations should be reviewed in addition to the preliminary recommendation to the DED and ED
to begin due diligence and contract negotiations to ensure approval before the process begins.
3. Check to make sure an Investment Advisor has been notified and an Investment Management
Agreement has been negotiated and executed pertaining to the property being reviewed.
4. Check to ensure the Assistant General Counsel for RE has been notified and has engaged outside
Legal Counsel. List the firm that has been hired.
5. Review documents to ensure the Acquisitions manager has hired an engineering firm and an
environmental firm to conduct due diligence on the property. Both firms should be noted on the
checklist. The Acquisitions Manager is responsible for conducting a site visit and market tour if the
property is acquired. Make sure documentation has been presented to verify the site visit and that
the Property Condition (engineering firm) and Phase I (environmental firm) reports by the
Acquisitions Manager.
6. Check to make sure that the incremental leverage of the property, if wholly owned, does not exceed
50%; if joint venture leverage does not exceed 70%. Leverage should be documented by the
Acquisitions Manager regarding the firm’s ability to measure, monitor and manage leverage-related
risks; the investment rationale for utilizing a leverage investment strategy and it would be
separately identified and justified for any instances where balance sheet leverage is without limited
liability. Any concerns regarding leverage should be noted on the checklist.
7. Check to make sure legal has established a Title Holding Company for the property and list the THC’s
name.

8. Written recommendation from outside legal counsel approving the documents for execution should
be provided.
9. The completed checklist is submitted with the package from real estate to the DED and Executive
Director recommending that a property(ies) be purchased.
10. The checklist is filed with the Asset Class manager search files.
11. After the contract has been reviewed and signed make sure that all required signatures on the
Conflict of Interest Certification are on the form and the original is filed with RMC.
12. Add to the Total Manager Rankings spreadsheet on the “Private Asset Classes” tab for the new
manager. (You will need to add the manager in alphabetical order and insert any necessary dates.)

Due Date
Before the final documentation is forwarded to the Deputy Executive Director for approval and the
Executive Director for signature.

Escalation
If any information is discovered during due diligence process to acquire the property is deemed material, the
Asset Class IOG should be notified immediately though a regularly scheduled meeting or schedule an ad hoc
meeting as necessary.

Distribution and Records Retention
The completed document will be filed with the manager files residing in the Real Estate department in
accordance with the Real Estate retention schedule.
Compliance Personnel Responsible for Procedures maintenance
The Compliance Manager is currently responsible for maintaining this procedure.

Real Estate Property Acquisition Policy
Compliance Checklist
Date:
Compliance Officer:
Debbie McCoy
Property Type:
Investment Advisor:

Review of proposed Letter of Intent?
o Yes

Date Approved:

______________________

o No

Acquisitions Manager prepared a preliminary recommendation to SIO-RE to begin due
diligence and contract negotiations
o Yes

Date Prepared:

____________________

o No

SIO-RE prepare preliminary recommendation to DED and ED for approval to begin due
diligence and contract negotiations
o Yes
o No

Investment Advisor notified of approval and provides fee proposal
o Yes
o No

Negotiate and execute the Investment Management Agreement with the Investment
Manager
o Yes
o No

Notify AGCRE of intent to purchase asset
o Yes
o No

Engage outside Legal Counsel
o Yes

Firm: ______________________

o No

Engage engineering firm to prepare Property Condition Assessment
o Yes
o No

Firm: ________________________

Engage environmental firm to prepare Phase I report
o Yes

Firm: ____________________________

o No

Conduct Site visit and market tour
o Yes

Date: _____________________

o No

Review and approve Property Condition report and Phase I report
o Yes
o No

If the investment is a wholly owned property, does the incremental leverage exceed
50%? If the investment is a joint venture, does the incremental leverage exceed 70%?
o Yes
o No

If Leverage is permitted, have the requirements of the Leverage Policy been met?
•

Describe the adequacy of the authorized parties’ systems, controls and
operations for measuring, reporting, monitoring and managing leverage-related
risks, including counterparty creditworthiness and collateral management.

•

State the investment rationale for utilizing a leveraged investment strategy.

•

Separately identify and justify any instances where balance sheet leverage
without limited liability (i.e., to the FRS Pension Fund) is contemplated or a
significant mismatch between financing and leveraged assets might exist.
o Yes
o No

Legal counsel establish Title Holding Company
o Yes

Title: _____________________________

o No

Manager Documentation
o Placement Agent Disclosure Policy and Certification form distributed to all
final candidates prior to interviews and signed copy forwarded to
compliance.
o ADV Part I and II has been received and reviewed, if applicable
o Conflict of Interest Certification signed
o Form W-8 (Foreign) or Form W-9 (U.S.) received from Manager

Written recommendation from outside legal counsel approving documents for execution
o Yes

Date: __________________________

o No

Contract reviewed by DED and executed by ED
o Yes
o No

HAVE THE MANAGERS BEEN PROVIDED A COPY OF THE FOLLOWING POLICIES
o New Investment Vehicles (list of allowable securities) – DETERMINATION as to
whether or not New Investment Vehicle Policy applies
o Leverage Usage (#10-016)
o Derivatives Instruments Usage (#10-013)
o Disclosure of the Use of Placement Agents (#10-045)
o Derivatives Usage Policy – Public Market Asset Classes (#15-013)

Procedures for Real Estate Investment Advisor Selection
Effective Date: June 30, 2010
Revision Date: October 10, 2011

Purpose
To ensure that policies regarding real estate investment advisor selection are in compliance.

Source Documents
•
•
•

RE Separate Account Investment Manager Selection Process Compliance Checklist found in EIMO\Real
Estate
Total Manager Rankings found in EIMO\Manager Ranking
Documentation provided by Senior Acquisition Manager in the Real Estate Asset Class

Procedures
1. Asset Class SIO notifies compliance that they are going to initiate a manager search.
2. The Senior Acquisitions Manager in the Real Estate Asset Class provides Compliance Manager with
documentation that is reviewed and the checklist form is completed. The checklist addresses the
following: Consultant or SBA Generated the List of Candidates; the Request for Information (RFI) was
sent to the list of candidates; client references were contacted; list generated for list of managers to
conduct site visits and interviews; staff recommendation to SIO-RE and final recommendation to ED
from SIO-RE to hire manager.
3. The completed checklist is submitted with the package from real estate to the DED and Executive
Director recommending that a manager(s) be selected for investment advisory services.
4. Selected managers/advisors will provide the following documentation: Placement Agent Disclosure
Form (signed); ADV Part I and II and Form W-8 or W-9 (these are Federal Tax forms) as necessary. At
this point, asset staff is responsible for reviewing the ADV Part I and II, going forward compliance will
review as part of the semi-annual and/or annual manager documentation review.
5. The checklist is filed with the Asset Class manager search files.
6. RE staff works with legal to negotiate the contracts with the selected managers. The contract is
staffed for approval that includes RMC and the submission of the Conflict of Interest form with
appropriate signatures.
7. Once the contract has been reviewed and signed, ensure all required signatures on the Conflict of
Interest Certification are on the form. The forms will be filed in RMC.
8. Add to the Total Manager Rankings spreadsheet on the “Private Asset Classes” tab for the new
manager. (You will need to add the manager in alphabetical order and insert any necessary dates.)

Due Date

Before the final recommendation documents are forwarded (the completed checklist gets completed and
inserted in the final package during the staffing process) to the Deputy Executive Director for approval and
the Executive Director for signature.

Escalation
If any information is discovered during the manager interviews or due diligence on-site visit that implies the
manager cannot fulfill the terms of the contract expected to be negotiated or manager is involved in an
investigation or litigation that is deemed material, the Asset Class IOG should be notified immediately
though a regularly scheduled meeting or schedule an ad hoc meeting as necessary.

Distribution and Records Retention
The completed document will be filed with the manager files residing in the Real Estate department
according to the real estate retention schedule. The ADV Part I and II, signed Placement Agent Disclosure
Form and signed Conflict of Interest form will be filed in RMC for a period of 10 years.
Compliance Personnel Responsible for Procedures maintenance
The Compliance Manager for Real Estate is currently responsible for maintaining this procedure.

Separate Account Investment Manager Selection Process
Policy - Compliance Checklist
Date:
Compliance Officer:
Debbie McCoy
Separate Property:
Separate Property Investment
Advisor:

Was a list of potential candidates for Investment Manager generated by the RE staff
o Yes
o No

Was Townsend (consultant) contacted and asked to provide recommendations from the
list (not conducting a search, providing input only)
o Yes

Date:

____________________

o No

Was a short list of candidates generated by RE Staff
o Yes
o No

RFI sent out to short list of candidates
o Yes

Date: ____________________

o No

RE Staff contacts client references
o Yes

Date: _______________________

o No

RE Staff review RFI’s, client references and any other materials and generates a list
of managers to conduct site visits (all or subset of staff will visit manager and conduct
interviews)
o Yes
o No

Site visits and interviews conducted by RE Staff
o Yes
o No

Date: ______________________

RE Staff makes recommendation to the SIO-RE to hire investment manager
o Yes

Firm: ________________________

o No

SIO-RE prepares written recommendation to DED for review and ED for approval
o Yes

Date: ____________________________

o No

Manager Documentation
o Placement Agent Disclosure Policy and form distributed to all final
candidates prior to interviews and signed copy forwarded to compliance.
o Conflict of Interest Certification Signed
o ADV Part I and II has been received and reviewed, if applicable
o Form W-8 (Foreign) or Form W-9 (U.S.) received from Manager

Acquisition Advisory Agreement negotiated with the Manager and executed by the ED
o Yes

Date Signed: _________________________

o No

HAVE THE MANAGERS BEEN PROVIDED A COPY OF THE FOLLOWING POLICIES
o New Investment Vehicles (list of allowable securities) – DETERMINATION of
whether New Investment Vehicle Policy applies

o Leverage Usage (#10-016)
o Derivatives Instruments Usage (#10-013)
o Disclosure of the Use of Placement Agents (#10-045)
o Derivatives Usage Policy – Public Market Asset Classes (#15-013)

Procedures for Pooled Fund Manager Selection Process
Effective Date: June 30, 2010
Revision Date: October 10, 2011

Purpose
To ensure that policies regarding Pooled Fund Manager selection in the Real Estate asset class are in
compliance.

Source Documents
•
•
•

RE Pooled Fund Selection Process Compliance Checklist 2009 v1 found in EIMO\Real Estate
Total Manager Rankings found in EIMO\Manager Ranking
Documentation provided by portfolio management staff in the asset class.

Procedures
1. Asset Class SIO notifies compliance that they are going to initiate a pooled fund manager search.
2. The Portfolio Manager in the Real Estate Asset Class provides Compliance Manager with
documentation that is reviewed and the checklist form is completed. Documentation provided should
state the reason for adding a pooled fund. The Portfolio Manager should have documentation
showing when the Offering Materials were reviewed and that the consultant was contacted regarding
opinion and due diligence of the proposed fund.
3. A memo from the portfolio manager to the SIO-RE should be included that recommends the fund
manager be interviewed by the SBA. After the interview the Portfolio Manager should generate the
recommendation to the SIO-RE regarding whether or not to invest in the pooled fund. If the fund
contains leverage, documentation should be included that describes the adequacy of the parties’
systems, controls and operations for measuring, reporting, monitoring and managing leverage related
risks. The investment rationale for utilizing a leveraged investment strategy should be documented
and identification and justification of any instances where balance sheet leverage without limited
liability to the SBA should be included.
4. Documentation of the portfolio manager’s recommendation is forwarded to the DED and ED for final
approval subject to satisfactory legal documentation and due diligence.
5. The portfolio manager should document the hiring of external legal counsel that includes the due
diligence and review of the legal documentation. The Assistant General Counsel-RE should finalize the
legal documents with external counsel and a letter from external counsel should be included
documenting all required terms for the investment.
6. A Placement Agency Disclosure form signed by the manager should be included in the documents and
confirm that reference checks with other institutions are documented.
7. A memo regarding final due diligence including key person risk, potential conflicts of interest and
appropriateness of the fund structure should be included.

8. The completed checklist is submitted with the package from Real Estate to the DED and Executive
Director recommending that a manager(s) be retained.
9. The checklist is filed with the Asset Class manager search files.
10. The final contract should be staffed and a signed conflict of interest form attached for DED and ED
signatures.
11. After the contract has been reviewed and signed make sure that all required signatures on the Conflict
of Interest Certification are on the form and it is filed with RMC.
12. Add to the Total Manager Rankings spreadsheet on the “Private Asset Classes” tab for the new
manager. (You will need to add the manager in alphabetical order and insert any necessary dates.)

Due Date
Before the final documentation is forwarded to the Deputy Executive Director for approval and the
Executive Director for signature.

Escalation
If any information is discovered during the due diligence implies the manager cannot fulfill the terms of the
contract or manager is involved in an investigation or litigation that is deemed material, the Asset Class IOG
should be notified immediately though a regularly scheduled meeting or schedule an ad hoc meeting as
necessary.

Distribution and Records Retention
The completed document will be filed with the manager files residing in the Real Estate department based
on the Real Estate retention schedule.
Compliance Personnel Responsible for Procedures maintenance
The Compliance Manager is currently responsible for maintaining this procedure.

Pooled Fund Selection Process Policy
Compliance Checklist
Date:
Compliance Officer:
Debbie McCoy
Pooled Fund:
Pooled Fund Manager:

Reason for adding pooled funds (check those that apply)
o Increased investment capacity
o Enhanced diversification
o Addition of new strategy or style
o Termination of existing manager

Offering materials reviewed
o Yes
o No

Date Reviewed:

______________________

Consultant contacted for recommendations or any other data regarding the fund
currently on file
o Yes

Date Contacted:

____________________

o No

Acquisitions Manager reviews all available information and sends recommendation to
SIO-RE to schedule an interview with Fund Manager
o Yes
o No

Following interview, Acquisitions Manager prepares recommendation to SIO-RE to
approve investment in the pooled fund
o Yes
o No

If Leverage is permitted, have the requirements of the Leverage Policy been met?
•

Describe the adequacy of the authorized parties’ systems, controls and
operations for measuring, reporting, monitoring and managing leverage-related
risks, including counterparty creditworthiness and collateral management.

•

State the investment rationale for utilizing a leveraged investment strategy.

•

Separately identify and justify any instances where balance sheet leverage
without limited liability (i.e., to the FRS Pension Fund) is contemplated or a
significant mismatch between financing and leverage assets might exist.
o Yes
o No

Once approved, package is forwarded to DED and ED for final approvals, subject to
satisfactory legal documentation and due diligence
o Yes
o No

Engage external legal counsel
o Yes
o No

Perform due diligence and review of legal documentation
o Yes
o No

AGCRE finalizes legal documents with the outside counsel
o Yes

Firm: ______________________

o No

Outside legal counsel provides letter assuring all required terms for the investment have
been satisfied
o Yes

Firm: ________________________

o No

Check credentials and credibility of any placement agents involved and the level of
compensation and by whom
o Yes

Firm: ____________________________

o No

Conduct reference checks with other institutions
o Yes

Date: _____________________

o No

Manager Documentation
o Placement Agent Disclosure Policy and Form distributed to all final
candidates prior to interviews and signed copy forwarded to compliance.

o Conflict of Interest Certification Signed
o ADV Part I and II has been received and reviewed, if applicable
o Form W-8 (Foreign) or Form W-9 (U.S.) been received from Manager

Perform final due diligence including key person risk, potential conflicts of interest and
appropriateness of fund structure to address the alignment of interests
o Yes

Date: _____________________________

o No

Contract reviewed by DED and approved by the ED
o Yes

Date: __________________________

o No

HAVE THE MANAGERS BEEN PROVIDED A COPY OF THE FOLLOWING POLICIES
o New Investment Vehicles (list of allowable securities) – DETERMINATION as to
whether or not New Investment Vehicle Policy applies
o Leverage Usage (#10-016)
o Derivatives Instruments Usage (#10-013)
o Disclosure of the Use of Placement Agents (#10-045)
o Derivatives Usage Policy – Public Market Asset Classes (#15-013)

Procedures for Real Estate Joint Venture Selection Process
Effective Date: June 30, 2010
Revision Date: October 10, 2011

Purpose
To ensure that policies regarding Joint Venture Manager Selection in the RE asset class are in compliance.

Source Documents
•
•
•

RE Joint Venture Selection Process Compliance Checklist 2009 v1 found in EIMO\Real Estate
Total Manager Rankings found in EIMO\Manager Ranking
Documentation provided by portfolio management staff in the asset class.

Procedures
1. Asset Class SIO notifies compliance that they are going to initiate a joint venture manager search.
2. The Senior Acquisitions Manager in the Real Estate Asset Class provides Compliance Manager with
documentation that is reviewed and the checklist form is completed.
3. From the documentation provided, determine whether the Investment Advisor or SBA acquisitions
manager is proposing the investment. This is the first question on the checklist and will provide
direction on what steps need to be taken next. Once an Investment Advisor is selected, the
acquisitions manager will staff an Investment Management Agreement to be signed so that the
Investment Advisor can begin due diligence on the investment. If the recommendation by the
Investment Advisor after his preliminary due diligence is to invest in the fund, the acquisitions
manager will document review of all available information regarding the investment. The package
should contain a recommendation memo to the SIO-RE regarding the investment that includes an
acquisition/strategy impact analysis and delegation of authority letter. If leverage is allowed support
documentation should be included which describes the adequacy of the manager’s systems, controls
and operations for measuring, reporting, monitoring and managing leverage related risks. The
investment rationale to utilize the leverage investment strategy and the identification and justification
of any instances where the SBA is exposed to balance sheet leverage without limited liability should be
addressed.
4. The SIO-RE should prepare a written recommendation to the DED and ED regarding the investment
subject to satisfactory legal documentation and due diligence reviews.
5. Review documents that inform the Investment Advisor of the SBA’s intent to proceed and request an
acquisition fee proposal.
6. Review written documents and note the outside legal counsel that is hired. If there are any prespecified assets make sure to review documentation hiring the engineer and environmental firm to
prepare a Property Condition Report and Phase 1 Report, note both firms that were hired. The
Acquisitions manager should include documentation of his review of these reports and his actual site
visit and market tour.

7. Review written documentation from external legal counsel for any risks and concerns they might have
noted regarding the joint venture. Document review should include funding letter and wire
instructions from the Investment Advisor regarding the proposed investment.
8. The documents must include a signed Placement Agent Disclosure form and a signed Conflict of
Interest form (COI will need further signature by the DED and ED).
9. The completed checklist is submitted with the package from real estate to the DED and Executive
Director recommending that a manager(s) be hired. Note that only the ED/CIO can execute a joint
venture agreement for multiple properties.
10. The checklist is filed with the Asset Class manager search files.
11. After the contract has been reviewed and signed make sure that all required signatures on the Conflict
of Interest Certification are on the form and the form is filed with RMC.
12. Add to the Total Manager Rankings spreadsheet on the “Private Asset Classes” tab for the new
manager. (You will need to add the manager in alphabetical order and insert any necessary dates.)

Due Date
Before the final documentation is forwarded to the Deputy Executive Director for approval and the
Executive Director for signature.

Escalation
If any information is discovered during the manager interviews or due diligence on-site visit that implies the
manager cannot fulfill the terms of the contract or manager is involved in an investigation or litigation that is
deemed material, the Asset Class IOG should be notified immediately though a regularly scheduled meeting
or schedule an ad hoc meeting as necessary.

Distribution and Records Retention
The completed document will be filed with the manager files residing in the Real Estate department based
on the Real Estate retention schedule.
Compliance Personnel Responsible for Procedures maintenance
The Compliance Manager is currently responsible for maintaining this procedure.

Joint Venture Selection and Closing Process Policy
Compliance Checklist
Date:
Compliance Officer:
Debbie McCoy
Joint Venture:
Joint Venture Investment Advisor:

Was the joint venture opportunity originated by a manager currently under contract with
the SBA, if so, the manager is engaged to the oversight of the investment for the
SBA
o Yes

(Ignore the next 3 sections)

o No

(Complete the next 3 sections)

Opportunity originated by RE staff, conduct due diligence regarding which joint venture
investment manager currently under contract with the SBA would be the best to
provide oversight of the investment
o Yes
o No

Date:

____________________

Investment Management Agreement executed between the SBA and the selected joint
venture manager
o Yes

Date: ____________________

o No

Investment Advisor recommendation regarding Joint Venture and whether to proceed
reviewed by Acquisitions Manager
o Yes

Date Reviewed:

______________________

o No

Acquisitions manager reviews all available information, identifies investment risks and
prepares a written recommendation to SIO-RE which includes an acquisition/strategy
impact analysis and delegation of authority letter
o Yes

Date:

____________________

o No

If leverage is permitted, have the requirements of the Leverage Policy been met?
•

Describe the adequacy of the authorized parties’ systems, controls and
operations for measuring, reporting, monitoring and managing leverage-related
risks, including counterparty creditworthiness and collateral management.

•

State the investment rationale for utilizing a leveraged investment strategy.

•

Separately identify and justify any instances where balance sheet leverage
without limited liability (i.e., to the FRS Pension Fund) is contemplated or a
significant mismatch between financing and leveraged assets might exist.
o Yes
o No

SIO-RE reviews recommendation and if concurs, prepares a written recommendation for
the DED’s review and ED’s approval, subject to satisfactory legal documentation and
due diligence
o Yes
o No

Inform Investment Advisor of the approval to proceed and request acquisition fee
proposal
o Yes
o No

Notify asset management of approval to allow for timely execution of Investment
Management Agreement and asset management fee negotiation
o Yes
o No

Hire outside Legal Counsel
o Yes

Firm: ____________________

o No

Were there any pre-specified assets, if so, hire engineering firm to prepare Property
Condition Assessment or review acceptable existing report if there is a reliance letter
o Yes

Firm: ______________________

o No

Were there any pre-specified assets, if so, hire environmental firm to prepare Phase 1
report or review acceptable existing report if there is a reliance letter
o Yes

Firm: ________________________

o No

Were there any pre-specified assets, if so, did staff conduct site visit and market tours
o Yes

Date: ____________________________

o No

Review and oversee all document negotiations and third party reports
o Yes
o No

Receive written recommendation from legal counsel and investment advisor that
documents are in acceptable form for execution
o Yes
o No

Manager Documentation
o Placement Agent Disclosure form distributed to all final candidates prior to
interviews and signed copy forwarded to compliance.
o Conflict of Interest Certification Signed
o ADV Part I and II has been received and review, if applicable
o Form W-8 (Foreign) or Form W-9 (U.S.) received from Manager

ED/CIO executes joint venture agreement for multiple properties
o Yes

Date: _____________________________

o No

SIO-RE executes joint venture agreement for single property ONLY
o Yes
o No

Date: __________________________

If there are pre-specified assets, receive funding letter and wire instruction from the
investment advisor
o Yes

Date: __________________________

o No

HAVE THE MANAGERS BEEN PROVIDED A COPY OF THE FOLLOWING POLICIES
o New Investment Vehicles (list of allowable securities) – DETERMINATION as to
whether or not New Investment Vehicle Policy applies
o Leverage Usage (#10-016)
o Derivatives Instruments Usage (#10-013)
o Disclosure of the Use of Placement Agents (#10-045)
o Derivatives Usage Policy – Public Market Asset Classes (#15-013)

Co-Investment Selection Process Compliance Checklist
Date:
Compliance Officer:
Debbie McCoy
Co-Investment:
Co-Investment Manager:

Reason for adding property (check those that apply)
o Increased investment capacity
o Enhanced diversification
o Addition of new strategy or style
o Termination of existing manager

Initial Contact by Pooled Fund Manager regarding Co-Investment
o Yes
o No

Offering materials reviewed
o Yes

Date Reviewed:

______________________

o No

Acquisitions Manager reviews all available information and sends recommendation to
SIO-RE subject to satisfactory due diligence and contract negotiation
o Yes
o No

If permitted, have the requirements of the Leverage Policy been met?
•

Describe the adequacy of the authorized parties’ systems, controls and
operations for measuring, reporting, monitoring and managing leverage-related
risks, including counterparty creditworthiness and collateral management.

•

State the investment rationale for utilizing a leveraged investment strategy.

•

Separately identify and justify any instances where balance sheet leverage
without limited liability (i.e., to the FRS Pension Fund) is contemplated or a
significant mismatch between financing and leveraged assets might exist.
o Yes
o No

SIO-RE prepares recommendation to DED and ED for concurrence and approval
o Yes
o No

Selection of Separate Account Manager or Consultant to assist in Due Diligence
o Yes

Manager or Consultant __________________________

o No

Recommendation letter regarding Due Diligence received from Account Manager or
Consultant
o Yes
o No

Notify AGCRE of Intent to make Co-Investment
o Yes

Date: ___________________________

o No

Engage External Legal Counsel
o Yes

Firm: ______________________

o No

Conduct Site Visit and Market Tour
o Yes
o No

Date: ________________________

Review Final Due Diligence Reports
o Yes
o No

Written Recommendation from External Legal Counsel approving Contract Documentation
o Yes

Date: _____________________

o No

Manager Documentation
o Placement Agent Policy sent and Disclosure Certification Form Signed by
Manager and forwarded to compliance.
o Conflict of Interest Certification Signed
o ADV Part II has been received and reviewed, if applicable
o Form W-8 (Foreign) or Form W-9 (U.S.) received from Manager

Contract reviewed by DED and approved by the ED
o Yes
o No

Date: __________________________

Procedures for Private Equity and Strategic Investment Fund Selection Process
Effective Date: June 30, 2010
Revision Date: October 10, 2011

Purpose
To ensure that policies regarding private equity and strategic investment fund selection in the PE/SI asset
class are in compliance.

Source Documents
•
•
•
•
•

PESI Acquisition Compliance Checklist(1) found in EIMO\Private Equity and Strategic Investments; or
PESI Acquisition Compliance Checklist (2) found in EIMO\Private Equity and Strategic Investments
PESI Acquisition Compliance Checklist (3) found in EIMO\Private Equity and Strategic Investments
Total Manager Rankings found in EIMO\Manager Ranking
Documentation provided by portfolio management staff in the asset class.

Procedures
1. The portfolio management staff in the Private Equity and Strategic Asset Class provides Compliance
Manager with documentation that is reviewed and the PESI Acquisition Compliance Checklist(1) form
is completed.
2. The documentation is checked to ensure that the SIO has prepared an investment recommendation to
invest in the fund and the PPM submitted by the manager has been reviewed by the Portfolio
Manager. Check to ensure that the manager has made an initial presentation to staff and that staff or
the consultant has visited the offices of the proposed fund manager. Ensure that reference checks
have been conducted by the portfolio manager regarding the fund.
3. Review the consultant’s due diligence, quantative analysis and prudent man opinion to confirm it is
consistent with the portfolio manager’s recommendation.
4. Ensure that the portfolio manager has forwarded a signed Placement Agent Disclosure to compliance.
Ensure the PM has requested the Form W-8 or W-9, if applicable, these forms are to be forwarded to
Financial Operations and deal with tax exemption information.
5. Review the recommendation and make sure that the requirements of the Leverage Policy have been
met. This would include describing the adequacy of the manager’s systems, controls and operations
for measuring, reporting, monitoring and managing leverage related risks; the investment rationale
for utilizing a leveraged investment strategy; and, the PM should separately identify and justify
instances where balance sheet leverage without limited liability is contemplated or a significant
mismatch between financing and leveraged assets might exist.
6. Any concerns by the reviewer should be noted on the checklist and should request legal attempt to
address these concerns during the negotiation process with the manager.
7. The completed checklist is submitted with the package from private equity to the DED and Executive
Director recommending that a manager(s) be retained.

8. The checklist is filed with the Asset Class manager search files.
9. If this deal is successfully negotiated, it will be staffed by legal to be signed by the Executive Director
(several weeks after the initial selection process). At this time, you should complete the PESI
Acquisition Compliance Checklist (2) and attach to the legal documentation for filing.
10. Review of checklist (2) ensures that the general counsel’s office has determined the category of
alternative investments, it includes a final legal summary regarding contract negotiations and the
Conflict of Interest form has been attached and signed.
11. Determination of whether the fund is governed by the New Investment Vehicle policy.
12. After the contract has been reviewed and signed make sure that all required signatures on the Conflict
of Interest Certification are on the form (the signed form will be returned to RMC from Legal)
13. Once staffing is complete the PESI Acquisition Compliance Checklist (3) will be completed.
14. Add to the Total Manager Rankings spreadsheet on the “Private Asset Classes” tab for the new
manager. (You will need to add the manager in alphabetical order and indicate whether the NIV policy
applies.)
15. Update the Reporting Requirements Spreadsheet for PE or SI found in EIMO\Private Equity and
Strategic Investments\Reporting Requirements; and update the Insurance requirements spreadsheets
found in EIMO\Insurance\PE & SI Contracts.
16. Send the new manager the applicable SBA policies.

Due Date
Before the final documentation is forwarded to the Deputy Executive Director for approval and the
Executive Director for signature.

Escalation
If any information is discovered during the manager interviews or due diligence on-site visit that implies the
manager cannot fulfill the terms of the contract or manager is involved in an investigation or litigation that is
deemed material, the Asset Class IOG should be notified immediately though a regularly scheduled meeting
or schedule an ad hoc meeting as necessary.

Distribution and Records Retention
The completed document will be filed with the manager files residing in the compliance department for a
period of 10 years.
Compliance Personnel Responsible for Procedures maintenance
The Compliance Manager is currently responsible for maintaining this procedure.

Investment Acquisition Policy Compliance Checklist (part 1)
For Private Equity and Strategic Investment Asset Classes
Policy Reference:
15-510 Private Markets Individual Fund Selection

Date of Compliance Review:
(To be conducted prior to submitting an investment
recommendation to the ED/DED.)

Compliance Reviewed by:
Fund Name:

1. Has a detailed review of the Private Placement Memorandum and other related due diligence
materials been performed?
_ Yes
_ No

2. Has the manager made an initial presentation to staff?
_ Yes
_ No

3. Have the SBA staff and/or consultant visited the manager’s offices to meet with investment staff?
_ Yes
_ No

4. Have detailed reference checks with limited partners, consultants, lenders, and other industry
contacts been conducted?
_ Yes
_ No

5. Has independent due diligence and quantitative analysis been conducted by a consultant?
_ Yes
_ No

6. Has the prudent man opinion from the consultant(s) been received?
_ Yes
_ No

7. Has the Form ADV been received from the manager and reviewed by SBA staff?
_ Yes
_ No
SBA Reviewer _________________________
Items of Note (if any) ___________________________

8. Has the portfolio manager sent the completed Placement Agent Disclosure certification to
compliance?
_ Yes
_ No

9. Has Form W-8 (Foreign) or Form W-9 (U.S.) been received from the Manager?
_ Yes
_ No

10. If leverage is permitted, have the requirements of the Leverage Policy been met?
• Describe the adequacy of the authorized parties’ systems, controls and operations for
measuring, reporting, monitoring and managing leverage-related risks, including
counterparty creditworthiness and collateral management.
• State the investment rationale for utilizing a leveraged investment strategy.

•

Separately identify and justify any instances where balance sheet leverage without limited
liability (i.e., to the FRS Pension Fund) is contemplated or a significant mismatch between
financing and leveraged assets might exist.

_ Yes
_ No
_ N/A

11. Has the SIO prepared an Investment Recommendation to Executive Management that the SBA
commit capital or otherwise invest in the selected Fund?
_ Yes
_ No

Investment Acquisition Policy Compliance Checklist (part 2)
For Private Equity and Strategic Investment Asset Classes
Policy Reference:
10-045 Disclosure of the Use of Placement Agents

Date of Compliance Review:
(To be conducted prior to contract execution.)

Compliance Reviewed by:
Fund Name:

1. Has the General Counsel’s office determined the category of alternative investments (private
equity, venture fund, hedge fund, distress fund or other)?
_ Yes
_ No

2. Is the FINAL Legal Summary regarding contract negotiations attached?
_ Yes
_ No

3. Has Conflict of Interest Certification been signed by the portfolio manager & SIO?
_ Yes
_ No

4. Has staff determined whether the NEW INVESTMENT VEHICLE policy applies?
_ Yes
_ No

For Use by RMC prior to or during Contract Staffing
1. Has RMC checked Checklist Part 1 for completion? If changes were recommended have they been
incorporated?
_ Yes
_ No
2. Does the contract include the requirement of providing compliance certifications to the SBA?
_ Yes
_ No (Explain reasons and any follow-up actions)
3. Does the contract include insurance requirements?
_ Yes
_ No (Explain reasons and any follow-up actions)
4. Has a new manager notification been sent to the Manager of Private Market Compliance?
_ Yes
_ No

Investment Acquisition Policy Compliance Checklist (part 3)
For Private Equity and Strategic Investment Asset Classes
Policy Reference:

15-510 Private Markets Individual Fund Selection

Date of Compliance Review:
(To be conducted after contract execution.)

Compliance Reviewed by:
Fund Name:

1. Have the following SBA polices been sent to external manager?
_ Yes
_ No
o

Leverage Usage (#10-016)

o

Derivatives Instruments Usage (#10-013)

o

Disclosure of the Use of Placement Agents (#10-045)

o

Derivatives Usage Policy – Public Market Asset Classes (#15-013)

o

When Applicable include; NOT APPLICABLE to Anchorage
New Investment Vehicles and Programs (Policy 10-019) and Pre-Authorized List of Established
investments

2. Has the ‘Total Manager Ranking’ spreadsheet (EIMO\Manager Ranking\Total Manager
Rankings.xls) been updated to reflect the new external manager?
_ Yes
_ No

3.
Has the ‘Reporting Requirements’ spreadsheet (EIMO\Private Equity and Strategic
Investments\Reporting Requirements.xls) been updated to reflect the new external manager’s
contractual reporting requirements?
_ Yes
_ No

4. Has the ‘Insurance’ spreadsheet (EIMO\Insurance\PE & SI Contracts.xls) been updated to reflect
the level of insurance listed in the external manager’s contract?
_ Yes
_ No

Procedures for Processing Certification Evaluations
Effective Date: June 30, 2010
Revision Date: May 1, 2011

Purpose
To score the manager’s certification form that will provide input regarding the manager’s risk ranking in
order to determine frequency of on-site visits.

Source Documents
•
•
•

Certification Evaluation-Public Asset Classes form found in EIMO:\Manager Ranking
Certification Evaluation-Real Estate form found in EIMO:\Manager Ranking
Total Manager Rankings found in EIMO:\Manager Ranking

Procedures
1. Review the manager certification document found in EIMO:\External Manager Compliance
Documentation\Domestic Equities, Fixed Income, Foreign Equities or Real Estate (for REIT
Managers)\name of manager. The documentation for Real Estate Investment Advisors, Joint
Venture and Pooled Fund Managers are found in EIMO:\Real Estate Compliance
Documentation\Investment Advisors, Joint Venture or Pooled Funds\name of manager.
2. Using the completed manager certification provided, score the Certification Evaluation form for
the relevant asset class. The spreadsheet will automatically weight the answers based on the
materiality of the question that was asked. If the manager has violated any material items
(complying with terms of contract, deterioration of compliance processes) or a combination of
several items and the overall weighted score is less than 70 points, it should be escalated to the
asset class IOG.
3. Once the Certification Evaluation form has been completed, transfer the weighted score found at
the top of the worksheet to the Total Manager Rankings worksheet under the column entitled
“Certification Score” (found on the far right of the spreadsheet).

Due Date
June 30th - within 30 days after the receipt of the certification
December 31st – within 30 days after the receipt of the certification

Escalation
Immaterial exceptions would be reported at the regularly scheduled Asset Class IOG. Material
exceptions would be sent to the Asset Class IOG members immediately and an ad hoc meeting to discuss
the exceptions would be scheduled if necessary.

Distribution and Records Retention
The documents will be kept in their respective on-site manager file for a period of 10 years and posted
to the SBA intranet for a period of 12 months.

Compliance Personnel Responsible for Procedures Maintenance
The Director of External Investment Management Oversight is currently responsible for maintaining this
procedure.

Procedures for Investment Portfolio Guideline (IPG) Compliance Monitoring for the
Direct-Owned Real Estate Aggregate Portfolio
Effective Date: December 1, 2010
Revision Date: May 13, 2011

Purpose
To provide instructions for monitoring compliance with the IPG for the direct-owned real estate aggregate
portfolio.

Source Documents
•
•
•
•
•

“Account Summary by Type” reports available on BNY Mellon workbench.
NFI-ODCE quarterly reports on the NCREIF website.
Information (including response to quarterly questionnaires) from the Real Estate department.
The geographic designation map in the file EIMO\Real Estate\ Region Designation (in Page 20).pdf.
Monthly/quarterly reports for the properties in investment advisors’ client portals or sent from the
managers.
(If necessary, contact the Real Estate department for access to the client portals or to be added to the
report distribution list).

Procedures
1. Save the workbook “RE IPG Compliance Review Work Paper [last quarter end].xlsx” found in
EIMO\Real Estate\IPG Review Support Doc\ [last quarter end] with a new quarter end date in the
folder for the new quarter.
2. Update the “Source Data” worksheet in this workbook.
a. During each quarter send a questionnaire to the Real Estate department to ask whether there
were any changes to the list of properties subject to the IPG in the last quarter and whether there
were any new loan activities (relevant for calculating incremental leverage) and request related
information (e.g. investment advisor, property type, location). A template of the questionnaire
named “Quarterly Questionnaire to Real Estate” is found in EIMO\Real Estate. Update the “Source
Data” worksheet with the information received from Real Estate.
b. Obtain the “region” classification information from the file “Region Designation (in Page 20).pdf”
located in EIMO\Real Estate\IPG Review Support Data.
c. Obtain the NAV’s as of a quarter-end for the properties. Log into BNY Mellon Workbench and go
to the “Accounting Positions” folder. Run an “Account Summary by Type” report. The account
name used for running the report is “FRSGRH1001”. Choose a quarter-end date. The report is
normally available after 12 business days since a quarter-end.
d. If there was a purchase of a new property, divide the purchase price by the total portfolio value as
of the last quarter-end prior to the purchase to come up with a ratio, which is compared with the
single investment diversification requirement in the IPG. If the new properties include multiple

buildings, determine whether these buildings should be considered a single investment for the
purpose of evaluating single investment risk (see the language in the IPG).
e. If there are new loan activities, input the info regarding existing mortgage balance,
incremental loan, and gross market value related to an investment for calculating incremental
leverage. The mortgage balance and gross market value can generally be found in the
monthly/quarterly reports for the related properties available in the client portals or sent
from the managers. The “Incremental Leverage” is calculated as follows:
(Existing mortgage balance + Additional mortgage balance as applicable)/Gross market value
of an investment
3. Update the “Diversification” worksheet in this workbook:
a. The “Diversification” tab contains automatic database summation calculations regarding
diversifications by sectors, property types, and regions. Update the “DSUM Criteria”
worksheet as necessary for setting up automatic database summation calculations. Ensure the
“Difference” is “0” in the “Database summation accuracy check” box in this tab.
b. Access the website http://www.ncreif.org/ for the ODCE index report to obtain property type
and region diversification data. Log in at the “Member Login” link. Under “Member Home”,
click on “NCREIF Fund Index (NFI) Products” and then click on “NFI ODCE Detail Reports”.
Download the report and find the page that contains the data. Input the data in the “ODCE %”
column in the “Diversification” worksheet.
c. Input “Yes” or “No” in the “Within the Range?” column.
4. Request documentations for verifying compliance with the IPG requirements regarding
management of lease concentration risks.
5. Save the source documents in the current quarter folder in EIMO\Real Estate\IPG Review Support
Doc.
6. Open the file “Real Estate Direct-Owned IPG Compliance Review Summary [last quarter] in EIMO\IOG
Compliance Notes & Reports\[last quarter] and save the file as a new document in the folder for the
new quarter and update the summary.
7. Update the worksheets as necessary to incorporate IPG changes.

Due Date
Within 90 days of the quarter ending. The review should be completed for the next quarterly IOG meeting.

Escalation
If a material violation is identified, notify the SIO in writing of the violation and request the SIO to address it
and copy the IOG members. The SIO’s response will be reviewed by the Investment Oversight Group in a
regular IOG meeting or an ad hoc meeting will be scheduled if necessary based on the violation.

Distribution and Records Retention

The compliance review summary will be distributed to the Investment Oversight Group. The records will be
retained for 10 fiscal years provided applicable audits have been released (per SBA Individual Records
Retention Schedule) or longer as necessary (e.g., as needed for potential litigation).

Compliance Personnel Responsible for Procedures maintenance

The Compliance Manager is currently responsible for maintaining this procedure.

Escalation of Exceptions
Documentation

Obtained

from

External

Investment

Manager

Effective Date: June 30, 2010
Revision Date: May 1, 2011

Purpose
To escalate exceptions found in documents: ADV Part I and II, Investment Protection Principles, Insurance
Certificates, Annual PE Fund Retention Checklist, PE Fund Retention-Termination Checklist, RE Investment
Advisor Terminations, SAS-70s (when available), Audited Annual Manager/Fund Financial Statements, Semi
or Annual Manager Certifications provided by the external managers to the appropriate senior SBA
personnel.

Source Documents
•
•

Documents provided by the manager saved in EIMO:\External Manager Compliance
Documentation\”Domestic Equities; Foreign Equities; Fixed Income; Real Estate or PE & Strategic”
IPPs provided by the manager saved in RMC:\IPP Compliance & Reporting\”Equity or Fixed
Income”\Compliance “Year”

Procedures
1. On an annual, monthly, quarterly or semi-annual basis (depending on the document) review the
documents for any new exceptions that appear to be out of the ordinary.
2. The Director of External Investment Manager Oversight (DEIMO) will review all exceptions and
determine their materiality and relevance.
3. In addition to the periodic reviews, any manager notifications of changes to the documents will be
reviewed by the DEIMO as well to ascertain materiality.
4. If any exceptions are deemed material, notify the relevant asset class IOG in writing for discussion at a
regularly scheduled IOG meeting, or if necessary, schedule an ad-hoc meeting of the IOG to discuss
the exceptions.
5. The IOG will review and discuss the exception to determine what action should be taken from the
following:
a. Recommend that the exception be escalated to the Risk and Compliance Committee for their
review.
b. Forward the exception to the asset class SIO to address the item with the external manager,
request additional information if necessary, and report the findings back to the IOG, who will then
make a recommendation on what action is to be taken.
c. Recommend the exception be noted in the minutes of the meeting documenting no further action
has been deemed necessary.
6. The minutes will reflect the recommendation of the IOG.

Due Date
Immediately upon discovery of the exception.

Escalation
Asset Class IOG if exception is deemed material.

Distribution and Records Retention
The documents will be kept in their respective on-site manager file for a period of 10 years.
Compliance Personnel Responsible for Procedure Maintenance
The Director of External Investment Management Oversight is currently responsible for maintaining this
procedure.

Procedures for Expired Insurance Policies External Managers
Effective Date: October 15, 2010
Revision Date: May 09, 2011

Purpose
To confirm that the external managers have current insurance certifications on file.

Source Documents
•
•

Insurance Expiration XX.xlsx spreadsheets found in EIMO:\Insurance (XX, one file for each asset class)
Insurance certificates provided by the manager saved in EIMO:\External Manager Compliance
Documentation\”Global Equities; Fixed Income; Real Estate”

Procedures
1. On a monthly basis (usually the first week of the month following the month to be checked) open the
spreadsheets Insurance Expiration XX.xlsx found in EIMO:\Insurance (XX, one file for each asset class)
and in Cell C1 enter the date you want to show all dates earlier than. For example, if you want all the
insurance expiring in the month of October enter 11/01/10. The spreadsheet will highlight in red all
the insurances expiring that period.
2. Send out an e-mail notification to all managers with expiring insurance.
3. When they send the new certifications save them electronically in EIMO:\External Manager
Compliance Documentation\”Fixed Income, Global Equities or Real Estate (for REIT Managers)”\”name
of manager”. Place the expired insurance certifications in the expired insurance folder.
4. Update the Insurance spreadsheet with the new expiration date. Confirm the amount of coverage; for
any changes in the amount of coverage or type of insurance cross check the requirements to confirm
the contractual requirements are still being met.

Due Date
Monthly

Escalation
See procedures for escalation of exceptions obtained from external investment manager documentation.

Distribution and Records Retention
The documents will be kept in their respective manager file on the EIMO drive for a period of 10 years.
Compliance Personnel Responsible for Procedures Maintenance

The Compliance Analyst II/External Investment Management Oversight is currently responsible for
maintaining this procedure.

Compliance Due Diligence for Off-Site Evaluations
Effective Date: June 30, 2010
Revision Date: May 1, 2011

Purpose
To conduct an off-site evaluation of the manager to provide input regarding the manager’s risk ranking in
order to determine frequency of on-site visits.

Source Documents
•
•

Off-Site Manager Ranking Form-Final found in EIMO:\External Manager Site Visits and Off Site
Evaluations
Total Manager Rankings found in EIMO:\Manager Ranking

Procedures
1. Review all of the manager documents as requested by the annual questionnaire found in
EIMO:\External Manager Compliance Documentation\Domestic Equities, Fixed Income, Foreign
Equities or Real Estate (for REIT Managers)\name of manager. The documentation for Real Estate
Investment Advisors, Joint Venture and Pooled Fund Managers are found in EIMO:\Real Estate
Compliance Documentation\Investment Advisors, Joint Venture or Pooled Funds\name of manager.
The following documents will be requested from the managers annually at the time of their annual
certification: organization chart emphasizing portfolio management, operations and compliance;
Code of Ethics; Compliance Manual (at a minimum the Table of Contents if there are confidentiality
issues); ADV Part I and II, most current audited financial statements and if available the most recent
SAS-70 certification.
2. The organizational chart is reviewed to ensure proper, independent reporting processes are in place
and that there are sufficient resources available based on their investment processes and assets under
management. It is imperative that the compliance officer has access to senior staff members as
necessary.
3. The Code of Ethics and Compliance Manual are reviewed to ensure proper policies are in place and
enforced to prevent or minimize risk of fraud, insider trading, personal trading activity, fair dealing
and allocation, and any other issues dealing with ethical behavior. The compliance manual should
address trading policies, broker dealer approved lists, settlement of trades to include straight through
processing, adequate operations processes and policies that deal with relationships with affiliated
broker/dealers.
4. Part 1 of the ADV discloses information about the investment adviser’s business, ownership, clients,
employees, business practices, affiliations and any disciplinary events of the adviser or its employees.
Item 11 is specifically reviewed since it discloses legal and regulatory issues that have been committed
by the firm’s employees. It is important to review any disclosures for impact to the SBA account and
for materiality.
5. Part 2 of the ADV contains information regarding the types of advisory services offered, the adviser’s
fee schedule, disciplinary information, conflicts of interest and the educational and business
background of management and key advisory personnel of the advisory. This section includes

information regarding their compliance policies and procedures and should be reviewed to ensure
their thoroughness and appropriateness. It is import that the compliance officer has access to senior
management and has the authority and processes in place to ensure all clients are treated the same,
employees are held to a higher standard of conduct, fraud controls are in place and risk management
is employed at the firm. Items 7, 8, 9, 12 and 13 are particularly of interest and should be reviewed
carefully since they deal with Other Business Activities, Other Financial Industry Activities or
Affiliations, Participation or Interest in Client Transactions, Investment or Brokerage Discretion and
Additional Compensation. Disclosure of these types of items could potentially create conflicts that
would need to be addressed.
6. The review of the audited financial statements consists of reading the auditor’s opinion and footnotes
to the statements.
7. If the manager provides a SAS-70, the reviewer’s opinion and concerns should be reviewed.
8. Using the documents provided complete the Off-Site Manager Ranking Form-Final.
9. Save the final document as Off-Site Ranking Form-“Name of Manager” in the file folder
EIMO:\External Manager Site Visits and Off Site Evaluations\Name of Manager. You may need to
create a folder in the directory if this is the firm evaluation. The folder will be labeled as the manager’s
name.
10. Once the Off-Site Manager Ranking Form has been completed, transfer the weighted score found at
the top of the worksheet to the Total Manager Rankings worksheet under the column entitled “OffSite Ranking”.
11. Depending on whether the manager has an on-site evaluation will determine what weight is assigned
to this score based on the Total Manager Rankings. (See Procedures for Risk Ranking the External
Managers found in EIMO:\Compliance Procedures.)

Due Date
Semi and Annually – due date is 60 days after the receipt of all documentation.

Escalation
Immaterial exceptions would be reported at the regularly scheduled Asset Class IOG. Material exceptions
would be sent to the Asset Class IOG members immediately and an ad hoc meeting to discuss the exceptions
would be scheduled if necessary.

Distribution and Records Retention
The documents will be kept in their respective off-site manager file for a period of 10 years.
Compliance Personnel Responsible for Procedures Maintenance
The Director of External Investment Management Oversight is currently responsible for maintaining this
procedure.

Compliance Due Diligence On-Site Manager Visits
Effective Date: June 30, 2010
Revision Date: May 1, 2011

Purpose
To conduct a due diligence visit evaluating the external manager’s compliance processes to provide input
regarding the manager’s risk ranking in order to determine frequency of on-site visits.

Source Documents
•

On-Site Manager Ranking Form-Final found in EIMO:\External Manager Site Visits and Off Site
Evaluations

Procedures
1. Coordinate site visit with the Asset Class SIO and discuss any concerns they may have with the
manager(s) to be visited.
2. Complete request to travel form and coordinate travel arrangements with travel department.
3. Review any prior evaluation documents for the manager(s) and print out a blank evaluation form for
each manager to be completed at the visit. Review any materials contained in the manager’s file in
the directory EIMO:\External Manager Compliance Documentation\asset class.
4. Coordinate the site visit with the firm’s client services representative. Ask that key personnel be
involved in the meeting (i.e., Chief Compliance Officer, Chief Operating Officer, etc.).
5. Meet with the firm’s key personnel at their office and go through the evaluation form asking any
questions to clarify their processes if necessary. Be sure and take notes during the discussion. If the
firm has prepared a presentation, discuss the documents with personnel, ask any follow-up questions
and be sure that all information contained on the evaluation form is covered and documented. The
evaluation form addresses: organizational structure and portfolio management; trading processes
and relationships; compliance and operations processes; legal issues and their risk management
processes.
6. After you have thoroughly covered the information contained on the evaluation form, request a tour
of their offices and ask for a demonstration of some of their process, i.e., pre-trade compliance
system, etc. Note any physical security that is in place regarding sensitive business areas.
7. Upon returning to the office, use the notes taken at the meeting(s) to complete the evaluation form
that will be used with an Off-site Evaluation Form and a Certification Form (if available) to determine
an initial or update an existing risk ranking based on the form’s scoring criteria.
8. The evaluation form is found in EIMO:\External Manager Site Visits and Off Site Evaluations\On-Site
Manager Ranking Form-Final.

9. Save the final document as On-Site Ranking Form-“Name of Manager” in the file folder EIMO:\External
Manager Site Visits and Off Site Evaluations\Name of Manager. You may need to create a folder in the
directory if this is the firm’s first evaluation. The folder will be labeled as the manager’s name.
10. In addition to the evaluation, a written summary should be completed regarding the strengths and
weaknesses of the firm’s compliance processes.
11. The summary should be saved as EIMO:\External Manager Site Visits and Off Site Evaluations\”Name
of Manager”\”Name of Manager” Visit Overview.
12. If compliance violations of a serious nature are discovered during the visit, immediately upon your
return, the IOG for that particular asset class must be notified and an ad hoc meeting scheduled in
order to escalate the violation to the group for their discussion and recommended resolution.
13. If no violations have occurred, once the manager’s evaluation has been completed and summary
written, a meeting is scheduled (within 2 weeks of the meeting, if possible) with the appropriate SIO
and CRCO for a debriefing of the site visit.
14. After the debriefing is held, the evaluation and summary are posted to the SBA intranet under the
compliance tab for a period of 12 months.
15. The evaluation form and summary documents are filed in a folder set up in the file share drive name
“EIMO” on ‘fsbavfile’ in the folder called External Manager Site Visits, and then organized in folders by
the manager’s name.

Due Date
The evaluation and summary after a visit will be prepared within three weeks of the visit. The total risk
ranking of the manager will be used to determine the frequency of the on-site visits.

Escalation
Immaterial exceptions would be reported at the regularly scheduled Asset Class IOG. Material exceptions
would be sent to the Asset Class IOG members immediately and an ad hoc meeting to discuss the exceptions
would be scheduled if necessary.

Distribution and Records Retention
The documents will be kept in their respective on-site manager file for a period of 10 years and posted to
the SBA intranet for a period of 12 months.
Compliance Personnel Responsible for Procedures Maintenance
The Director of External Investment Management Oversight is currently responsible for maintaining this
procedure.

Procedures for PESI (Private Equity & Strategic Investments) Investment Portfolio
Guidelines Compliance Testing
Effective Date: December 1, 2010
Revision Date: May 16, 2011

Purpose
To provide instructions for testing investment guidelines compliance for separately managed portfolios in
private equity & strategic investments asset classes.

Source Documents
•
•
•
•
•

Contracts in the SBA Contract Database.
Financial statements for the relevant portfolios in the drive “reporting (\\Fsbavfile\Alternatives)”.
Manager reports for the relevant portfolio in the drive “reporting on 'Fsbavfile\Alternatives'”. Reports
available in the custodian’s system or Eagle STAR. Other information emailed from external managers.
“PE_SI Overview Fund Info.xls” in the folder “1-PE_SI Overview Fund Info” on the drive “reporting
(\\Fsbavfile\Alternatives)”.
Email notifications to the New Account Distribution List.

Procedures
1. Open the workbook “Supporting Info for IPG Testing [last month in which the report was sent].xlsx”
found in “EIMO\Private Equity and Strategic Investments\PESI Guideline Testing Supporting Cal” and
save it as a new file in the same folder.
2. Determine whether there were amendments to the relevant contract language for the existing
separate accounts.
a. Log into SBA contract database through ApplicationXtender web access.
b. Enter the relevant contract number and submit.
c. See whether there were any amendments during the quarter for which compliance testing is
conducted.
3. Determine whether there were new separate accounts during the quarter.
a.
b.

Review the new account information sent to the New Account Distribution List during the
relevant period to identify new accounts for private equity and strategic investments.
Open the file “PE_SI Overview Fund Info.xls”. For the new accounts identified, look for “SBA %
Interest” in two tabs “PE” and “SI”. If the SBA has 99% to 100% interest in a new account,
include the new account in the testing checklist. If the “SBA % Interest” data is not available in
the file, check with the portfolio managers.

4. As new separate accounts are identified, review the investment guidelines in the contracts (if
applicable) and develop new compliance testing worksheets.
5. Update the compliance testing worksheet for each separate account using the financial statements,
manager reports, and other information as needed. For the KV Partners account, obtain the reports

from the custodian’s system. For the Liberty Partners account, obtain the reports from STAR. The
STAR reports are used in combination with the quarterly reports from the manager as necessary.
6. Open the file “PESI Investment Guideline Compliance Testing [last reporting month].docx” in
“EIMO\IOG Compliance Notes & Reports\Qtr [last quarter]” and save it as a new file in the folder for
the new quarter in “EIMO\IOG Compliance Notes & Reports”.
7. Update the summary of compliance testing results and include the manager’s response to
compliance exceptions (if they are available) in this summary.
8. Update as necessary the compliance testing checklists in the appendix of the summary.

Due Date
Within 10 business days from the receipt of the quarterly reports (for a majority of the accounts). The
testing should be completed for the next quarterly IOG meeting.

Escalation
If a material violation is identified, notify the SIO in writing of the violation and request the SIO to address it
and copy the IOG members. The SIO’s response will be reviewed by the Investment Oversight Group in a
regular IOG meeting or an ad hoc meeting will be scheduled if necessary based on the violation.

Distribution and Records Retention
The compliance testing summary will be distributed to the Investment Oversight Group. The records will be
retained for 10 fiscal years provided applicable audits have been released (per SBA Individual Records
Retention Schedule) or longer as necessary (e.g., as needed for potential litigation).

Compliance Personnel Responsible for Procedures maintenance

The Compliance Manager is currently responsible for maintaining this procedure.

Procedures for Private Equity Fund Retention/Termination Process
Effective Date: June 30, 2010
Revision Date: May 1, 2011

Purpose
To ensure that policies regarding private equity fund retention-termination in the Private Equity asset class
are in compliance.

Source Documents
•
•

Checklist entitled Checklist for Private Market Fund Retention-Termination found in EIMO\Private
Equity and Strategic Investments
Documentation provided by portfolio management staff in the asset class.

Procedures
1. On an annual basis, the SIO-PESI will evaluate performance and organizational factors for each fund
and develop a recommendation on whether to add to a “Watch List” (i.e., for enhanced monitoring),
drop from the Forward Calendar or terminate (as applicable).
2. Staff will review SIO-PESI annual document to ensure that all funds have been independently
evaluated by the portfolio manager and consultant regarding retention-termination.
3. Check to ensure that staff and the consultant have developed follow up monitoring and
recommended other actions for funds that have been identified as “Watch Listed”.
4. If necessary, Asset Class SIO notifies compliance that they are going to initiate a private equity fund
manager termination.
5. The portfolio management staff in the Private Equity Asset Class provides Compliance Manager with
documentation that is reviewed and the checklist form is completed. Documentation will included
recommendations from both internal staff and the consultant regarding termination.
6. The checklist is filed with the Asset Class manager files.

Due Date
Annually – with 30 days of Annual Investment Work Plan

Escalation
See procedures for escalation of exceptions obtained from external investment manager documentation.

Distribution and Records Retention

The completed document will be filed with the manager files residing in the compliance department for a
period of 10 years.
Compliance Personnel Responsible for Procedures maintenance
The Compliance Manager is currently responsible for maintaining this procedure.

Total Risk Rankings for the External Managers
Effective Date: June 30, 2010
Revision Date: September 19, 2011

Purpose
To determine a total risk ranking for the external managers based on on-site and off-site visits, completion
of their required certifications and others factors deemed crucial in order to determine the frequency of onsite visits to the manager to review their compliance policies and procedures.

Source Documents
•
•
•
•
•
•

Total Manager Rankings found in EIMO:\Manager Ranking\Asset Class
On-Site Manager Ranking Form found in the EIMO:\External Manager Site Visits and Off Site
Evaluations\Name of Manager
Off-Site Manager Ranking Form found in the EIMO:\External Manager Site Visits and Off Site
Evaluations\Name of Manager
Certification Evaluation Form found in the EIMO:\External Manager Compliance
Documentation\”Domestic Equities, Foreign Equities, Fixed Income and Real Estate (for REITS
only)”\Name of the Manager
Certification Evaluation Form found in the EIMO:\Real Estate Compliance Documentation\Investment
Advisors, Joint Venture and Pooled Funds\Name of the Manager
Other Source Documents found in EIMO:\External Manager Compliance Documentation\Asset
Class\Name of Manager and EIMO:\Real Estate Compliance Documentation\Type of Manager\Name
of Manager

Procedures
1. Take the scores found on both the Off-Site and On-Site Evaluation Forms if available. Input the scores
on the Total Manager Rankings under the appropriate heading found to the far right under “Raw OnSite or Raw Off-Site Ranking”.
2. The score generated by the certification evaluation should be input into the appropriate column on
the Total Manager Rankings. The column is to the far right and is labeled “Certification Score”.
3. Using additional documentation as necessary, rank the following columns: Size of Firm; Insurance;
Active or Passive; Chgs to CCO Org Placement; Civil, Crim., Reg. Infractions. Use the scale at the top of
the Total Manager Rankings to determine the score for these columns. Most of the information
should have been provided with the annual questionnaire. If necessary, check with asset class
personnel regarding any missing information.
4. The weighting for all columns is automatically calculated, but the spreadsheet should be adjusted for
the On-Site and Off-Site Rankings. If both On-Site and Off-Site Rankings are available, in the column
titled “Off-Site Ranking” change the formula to 10% and for the “On-Site Ranking” column, change the
formula to 20%. If only one of the two is available, then make the formula 30% for the applicable
column.

5. Using the information on the Total Manager Score Sheet, managers are given an overall ranking of
ABOVE AVERAGE, AVERAGE, BELOW AVERAGE which determines the frequency of on-site visits. The
following table shows the scoring and frequency of visits:
•
•
•

ABOVE AVERAGE
AVERAGE
BELOW AVERAGE

every 3 years
every 2 years
every year

70% or better
50%-69%
49% or below

6. At any time, a special evaluation either off site or on site can be completed if the manager has any
significant issues or changes regarding the firm. Also, any senior management personnel (CRCO, SIO,
DED, ED, etc.) can request that a special evaluation be completed on the manager.
7. Make sure that you update the Conflict of Interest and IPP column for all new managers using the
appropriate acquisition form to look up the contract on IBPM.

Due Date
Annual and Semi-Annual – within 60 days of receipt of the annual questionnaire or semi-annual certification

Escalation
Rankings that fall in the “BELOW AVERAGE” category would be reported immediately to the Asset Class IOG
at a regularly scheduled meeting or an ad hoc meeting could be convened to discuss the manager’s low
rating.

Distribution and Records Retention
The documents will be kept in their respective on-site manager file for a period of 10 years.
Compliance Personnel Responsible for Procedures Maintenance
The Director of External Investment Manager Oversight is currently responsible for maintaining this
procedure.

Procedures for Semi-Annual Certification Process - Public Asset Classes
Effective Date: June 30, 2010
Revision Date: May 1, 2011

Purpose
To send out, receive, and review semi annual certifications from the public asset class managers.

Source Documents
•
•
•
•

Certification - Public Asset Classes form found in EIMO:\External Manager Compliance Documentation
Outlook e-mail contacts by asset class
Certification Evaluation-Public Asset Classes form found in EIMO:\Manager Ranking
Total Manager Rankings found in EIMO:\Manager Ranking

Procedures
1. Send out from the compliance oversight mailbox to the external public asset class managers (Domestic
Equities, Fixed Income, Foreign Equities and Real Estate REIT managers) the semi annual certification
as of June 30th and Dec 31st. The group email is sent in four groups one from each asset class from the
outlook contacts groups. The recipients should be blind copied.
2. As certifications are returned update the compliance oversight spreadsheets. File the certifications
electronically in EIMO:\External Manager Compliance Documentation\”Domestic Equities, Fixed
Income, Foreign Equities or Real Estate (for REIT Managers)”\”name of manager”. Print a hard copy
for review.
3. Create a new outlook folder in the compliance oversight mailbox and save all email correspondence.
4. Follow up with email 2nd request for those managers that do not return the certification by the due
date. Follow up with phone calls for those managers who still do not respond.
5. Review the manager certifications and seek input from the asset class. If something material is noted
escalate immediately. Each of the certification should be rated and the score will be transferred to
the Total Manager Rankings spreadsheet to update the manager’s overall risk ranking score.
6. The spreadsheet ranking form assigns a weighted score for the certification form based on criteria
contained in the certification relating to: Complying with Terms of Contract; Fee Schedule, Material
Changes, etc. The weighting assigned is based on the importance of the criteria being ranked. For
instance, not Complying with the Contract would be more severe than a Current Fee Schedule no less
favorable, etc.
7. Prepare the spreadsheets and notes summary for each asset class for the IOG meeting for discussion.

Due Date
Semi-Annual (December 31st and June 30th) within 60 days of receipt of the signed certification

Escalation
Immaterial exceptions would be reported at the regularly scheduled Asset Class IOG. Material exceptions
would be sent to the Asset Class IOG members immediately and an ad hoc meeting to discuss the exceptions
would be scheduled if necessary.

Distribution and Records Retention
The documents will be kept in their respective on-site manager file for a period of 10 years.

Compliance Personnel Responsible for Procedures Maintenance
The Compliance Analyst II/External Investment Management Oversight is currently responsible for
maintaining this procedure.

Procedures for Semi-Annual Certification Process Real Estate
Effective Date: June 30, 2010
Revision Date: May 1, 2011

Purpose
To send out, receive, and file the semi-annual certifications Real Estate (Investment Advisors, Pooled Funds,
Joint Ventures) for review by the Compliance Officer Real Estate.

Source Documents
•
•
•

Certification - Public Asset Classes form found in EIMO:\Real Estate Compliance Documentation
Outlook e-mail contacts Real Estate (Investment Advisor, Pooled Funds, Joint Venture)
Certification Evaluation-Real Estate form found in EIMO:\Manager Ranking

Procedures
1. Send out the semi-annual certification as of March 31st and September 30th from the compliance
oversight mailbox to the Real Estate Investment Advisors, Joint Venture and Pooled Fund Managers.
2. The group email is sent in three groups from the outlook contacts groups. The recipients should be
blind copied.
3. As certifications are returned update the real estate compliance oversight spreadsheets. File the
certifications electronically in EIMO:\Real Estate Compliance Documentation\Investment Advisors,
Joint Venture or Pooled Funds\name of manager.
4. Create a new outlook folder in the compliance oversight mailbox and save all email correspondence.
5. Follow up with email 2nd request for those managers that do not return the certification by the due
date. Follow up with phone calls for those managers who still do not respond.
6. Review the manager certifications and seek input from the asset class. If something material is noted
escalate immediately. Each certification should be scored and the results presented at the next IOG
meeting. NOTE: These managers are not risk ranked for site visits like the public external investment
managers.

Due Date
Semi Annual (March 31st and September 30th) within 60 days of receipt of the signed certification.

Escalation
Immaterial exceptions would be reported at the regularly scheduled Asset Class IOG. Material exceptions
would be sent to the Asset Class IOG members immediately and an ad hoc meeting to discuss the exceptions
would be scheduled if necessary.

Distribution and Records Retention
The documents will be kept in their respective on-site manager file for a period of 10 years.
Compliance Personnel Responsible for Procedures Maintenance
The Compliance Analyst II/External Investment Management Oversight is currently responsible for
maintaining this procedure.

Procedures for Annual SBA Compliance Request Real Estate
Effective Date: June 30, 2010
Revision Date: September 30, 2011

Purpose
To send out, receive, and file the Annual Questionnaire and request for other compliance documents from
the Real Estate managers.

Source Documents
•
•

Certification form - found in EIMO:\Real Estate\Certification & Annual Forms
“Real Estate Manager Certification or Document Request” Distribution List in Outlook Contact

Procedures
1. Send out from the compliance oversight mailbox to the managers the annual certification as of
September 30th along with the request for documents listed in the certification form. The recipients
should be blind copied.
2. As questionnaires and documents are returned update the compliance oversight spreadsheets. File
the questionnaires and documents electronically in EIMO:\Real Estate Compliance
Documentation\Investment Advisors, Joint Venture or Pooled Funds\name of manager . see Real
Estate\Certification & Annual Forms\Certification and Doc Review Summary.xls
3. The organizational chart is reviewed to ensure proper, independent reporting processes are in place
and that there are sufficient resources available based on their investment processes and assets under
management. It is imperative that the compliance officer has access to senior staff members as
necessary.
4. The Code of Ethics and Compliance Manual are reviewed to ensure proper policies are in place and
enforced to prevent or minimize risk of fraud, insider trading, personal trading activity, fair dealing
and allocation, and any other issues dealing with ethical behavior. The compliance manual should
address trading policies, broker dealer approved lists, settlement of trades to include straight through
processing, adequate operations processes and policies that deal with relationships with affiliated
broker/dealers.
5. Part 1 of the ADV discloses information about the investment adviser’s business, ownership, clients,
employees, business practices, affiliations and any disciplinary events of the adviser or its employees.
Item 11 is specifically reviewed since it discloses legal and regulatory issues that have been committed
by the firm’s employees. It is important to review any disclosures for impact to the SBA account and
for materiality.
6. Part 2 of the ADV contains information regarding the types of advisory services offered, the adviser’s
fee schedule, disciplinary information, conflicts of interest and the educational and business
background of management and key advisory personnel of the advisory. This section includes
information regarding their compliance policies and procedures and should be reviewed to ensure
their thoroughness and appropriateness. It is import that the compliance officer has access to senior
management and has the authority and processes in place to ensure all clients are treated the same,

employees are held to a higher standard of conduct, fraud controls are in place and risk management
is employed at the firm. Items 7, 8, 9, 12 and 13 are particularly of interest and should be reviewed
carefully since they deal with Other Business Activities, Other Financial Industry Activities or
Affiliations, Participation or Interest in Client Transactions, Investment or Brokerage Discretion and
Additional Compensation. Disclosure of these types of items could potentially create conflicts that
would need to be addressed.
7. The review of the audited financial statements consists of reading the auditor’s opinion any footnotes
to the statements.
8.

If the manager provides a SAS-70, the reviewer’s opinion and concerns should be reviewed.

9. Review all documents. If the questionnaire contains any responses that require further explanation,
contact the advisor/fund manager.
10. The Director of External Investment Manager Oversight (DEIMO) will review all items that have been
disclosed and, if material, they will be reported to the asset class IOG to determine if further action is
necessary. (See Compliance Procedures 07 Procedures for Escalation Exceptions)
11. Create a new outlook folder in the compliance oversight mailbox and save all email correspondence.
Save to the manager file any pertinent information from the email (for example if they do not have a
SAS70).
12. Follow up with email 2nd request for those managers that do not return the requested documentation
by the due date. Follow up with phone calls for those managers who still do not respond.

Due Date
Annually as of September 30th – due date is 60 days after the receipt of all documentation

Escalation
Immaterial exceptions would be reported at the regularly scheduled Real Estate IOG. Material exceptions
would be sent to the Real Estate Class IOG members immediately and an ad hoc meeting to discuss the
exceptions would be scheduled if necessary.

Distribution and Records Retention
The documents will be kept in their respective on-site manager file for a period of 10 years.
Compliance Personnel Responsible for Procedures Maintenance
The Compliance Analyst II/External Investment Management Oversight is currently responsible for
maintaining this procedure.

Quarterly Real Estate Bank Account Balance Review Procedure
Effective Date: June 30, 2010
Revision Date: September 23, 2011

Purpose
To determine the total balance of deposit accounts with a bank. Monitoring the balance will help with
monitoring the risk of bank failures to the SBA.

Source Documents
•
•

Bank statements in the websites (report portals) of Real Estate investment managers.
Bank statements forwarded by the Real Estate department.

Procedures
1. Contact the Real Estate department as necessary to obtain access to the investment managers’ report
portal for obtaining the bank statements.
2. Open the spreadsheet named “Bank Balance [last quarter end date].xlsx” in EIMO on 'fsbavfile'\IOG
Compliance Notes & Reports\[folder of the last quarter]
3. Save the spreadsheet as a new file with the new quarter-end date and save it in the related folder.
4. Add new properties and/or new bank account information as needed to the source data tabs. Also add
new properties and related bank information in the output tabs (i.e., Table 1 to 5) as needed. Revise
the formulas/links in the output tabs as necessary to make sure the total balance can be presented
correctly. Make sure that when a new property is added, it is placed with the correct investment
advisor.
5. Input the average account balance for the last month of the quarter in the “source data” tabs and
specify that that balance is the average monthly balance. If the average monthly balance is not
available, use the closing balance.
6. Save the supporting bank statements in EIMO on 'fsbavfile'\Real Estate\Bank Bal Monitor Additional
Support Doc if they have not been saved in the drive named “RE Compliance(\\fsbavfile) (The Real
Estate department save some manager reports in this drive. Request shared access to this drive as
necessary).
Additional information about the design of the spreadsheet
Conditional formatting has been built in the output tabs in the spreadsheet so that the total balances
exceeding $250,000 are automatically highlighted.

Due Date
The next scheduled quarterly IOG meeting. The bank balances for the following months will be reviewed:
March, June, September and December.

Escalation
The highlighted total balances over $250,000 are reported to the Real Estate Investment Oversight Group
quarterly.

Distribution and Records Retention

The records will be retained for 10 fiscal years provided applicable audits have been released (per SBA
Individual Records Retention Schedule) or longer as necessary (e.g., as needed for potential litigation).
Compliance Personnel Responsible for Procedures Maintenance
The Compliance Manager is currently responsible for maintaining this procedure.

Compliance Testing Procedures Regarding Real Estate Property Annual
Management Plans
Effective Date: December 1, 2010
Revision Date: May 9, 2011

Purpose
To provide instructions for testing compliance with contractual requirements regarding real estate property
annual management plans.

Source Documents
•
•
•
•

List of properties for management plan compliance testing.
The contracts related to the plans for which compliance will be checked.
Annual management plans submitted to the SBA.
Documentation of plan approval by SBA portfolio managers.

Procedures
1. After receiving the quarterly property list update information from Real Estate, update the
spreadsheet “List of Properties for Mgmt Plan Compliance Testing.xlsx” in “Z:\Real Estate\Mgmt Plan
Compliance”. If a new property is added, review the relevant contractual requirements. (If the
contract refers to the fiscal year-end date, this date is normally found in the investment summary
section of a monthly report from the manager for this property.)
2. Prior to a calendar year-end, open the workbook “Annual Mgmt Plan Compliance Testing .xlsx” in
“Z:\Real Estate\Mgmt Plan Compliance” and prepare new worksheets for the next four quarters. Look
for the plans that will be due during the next four quarters and select one plan for each quarter for
compliance testing (May focus on new properties and rotate among investment managers, property
types, and SBA portfolio managers that review the plans).
3. As a selected plan is due, perform testing and update the worksheets:
a. If a plan is to be delivered to the SBA in the form of posting on the client portal, check the delivery
by going to the client portal on the due date.
b. Review plan contents for compliance with the related requirements.
c. Later request the portfolio manager to provide a documentation of plan approval.

Due Date
Complete the testing as documentations are available.

Escalation
If a material violation is identified, notify the SIO in writing of the violation and request the SIO to address it
and copy the IOG members. The SIO’s response will be reviewed by the Investment Oversight Group in a
regular IOG meeting or an ad hoc meeting will be scheduled if necessary based on the violation.

Distribution and Records Retention
The records will be retained for 10 fiscal years provided applicable audits have been released (per SBA
Individual Records Retention Schedule) or longer as necessary (e.g., as needed for potential litigation).

Compliance Personnel Responsible for Procedures maintenance

The Compliance Manager is currently responsible for maintaining this procedure.

Procedures for Real Estate Insurance Compliance Review
Effective Date: January 13, 2011
Revision Date: August 3, 2011

Purpose
To provide instructions for monitoring compliance with contractual requirements regarding insurance that
shall be maintained for the real estate investment advisors and managed properties.

Source Documents
•
•
•

Insurance certificates on the client portals of Heitman, L&B and Invesco; insurance certificates sent by
Prudential and Hancock.
Changes to the list of wholly-owned and non-programmatic joint venture properties (see the IPG for
Real Estate Principal Investment Aggregate Portfolio for examples of non-programmatic joint venture
properties).
Insurance carrier ratings on the AM Best’s website.

Procedures
1. Open the workbook “RE Insurance Compliance Checklist.xls” in Z (EIMO Drive):\Insurance\RE
Insurance\RE MASTER”.
2. Review the checklists in this workbook no less frequently than quarterly to identify certificates that
expired.
For insurance with respect to managed properties (e.g., disaster-type coverage)
For each investment advisor, randomly select a property from the properties managed by them.
Review the new insurance certificates for the selected property to determine whether the types of
insurance required in the contracts are maintained. Annually select one major insurance carrier for
rating compliance testing.
For insurance with respect to investment advisors (e.g., E&O insurance, fidelity bond)
Review the new certificates to determine whether the types and amounts of insurance coverage
required in the contracts are maintained. For each advisor, randomly select an insurance carrier in
their certificates annually for rating compliance testing.
Go to the client portals or emails to look for certificates needed for compliance review.
To check Best’s ratings, go to the website: http://www.ambest.com/ratings/guide.asp and enter a
carrier’s name in “Find a Best’s Credit Rating” box.
3. Save the certificates selected for review in Z (EIMO Drive):\Insurance\RE Docs.
4. Input relevant information in the certificates into the related worksheets.

5. Update the worksheets if there is a change to the list of wholly-owned and non-programmatic joint
venture properties or a change to the contractual insurance requirements.
6. Ensure that conditional formatting functions properly so that it can help identify which certificates
have expired.
7. Contact the insurance contact person of the external manager for missing certificates, clarifications
and other follow-up issues and copy the Real Estate Portfolio Manager responsible for the asset on the
correspondence.

Due Date
The compliance review completion dates will be driven by certificate expiration dates. If the certificates
have already been sent to the SBA, complete the review normally within 21 days after identifying the need
for reviewing new certificates. If the certificates have not been sent to the SBA, request them normally
within 14 days after identifying the need for reviewing new certificates.

Escalation
If an unresolved compliance exception is identified during the compliance review, notify SIO-RE of the
exception and request a response to the exception as necessary. Escalate the issue to the Real Estate
Investment Oversight Group as necessary.

Distribution and Records Retention
The records will be retained for 10 fiscal years provided applicable audits have been released (per SBA
Individual Records Retention Schedule) or longer as necessary (e.g., as needed for potential litigation).
Compliance Personnel Responsible for Procedures maintenance
The Manager of Private Market Compliance is currently responsible for maintaining this procedure.

Procedures to Review SEC Document ADV Part I (Item 11) and II
Effective Date: March 31, 2011
Revision Date:

Purpose
To review SEC documents Form ADV Part I (Item 11) and Part II

Source Documents
•

Documents provided by the manager saved in EIMO:\External Manager Compliance
Documentation\”Domestic Equities; Foreign Equities; Fixed Income; Real Estate or PE & Strategic”

•

Website: http://www.adviserinfo.sec.gov

Procedures
1. On an annual basis ADV Part I and II will be requested from the manager on June 30.
2. A review will be conducted of the ADV’s Part I (Item 11) and Part II for any new issues that have been
disclosed.
3. Part 1 of the ADV discloses information about the investment adviser’s business, ownership, clients,
employees, business practices, affiliations and any disciplinary events of the adviser or its employees.
Item 11 is specifically reviewed since it discloses legal and regulatory issues that have been committed
by the firm’s employees. It is important to review any disclosures for impact to the SBA account and
for materiality.
4. Part 2 of the ADV contains information regarding the types of advisory services offered, the adviser’s
fee schedule, disciplinary information, conflicts of interest and the educational and business
background of management and key advisory personnel of the advisory. This section includes
information regarding their compliance policies and procedures and should be reviewed to ensure
their thoroughness and appropriateness. It is import that the compliance officer has access to senior
management and has the authority and processes in place to ensure all clients are treated the same,
employees are held to a higher standard of conduct, fraud controls are in place and risk management
is employed at the firm. Items 7, 8, 9, 12 and 13 are particularly of interest and should be reviewed
carefully since they deal with Other Business Activities, Other Financial Industry Activities or
Affiliations, Participation or Interest in Client Transactions, Investment or Brokerage Discretion and
Additional Compensation. Disclosure of these types of items could potentially create conflicts that
would need to be addressed.
5. The Director of External Investment Manager Oversight (DEIMO) will review all items that have been
disclosed and, if material, they will be reported to the asset class IOG to determine if further action is
necessary. (See Compliance Procedures 07 Procedures for Escalation Exceptions)
6. Any time a manager notifies RMC of changes to the documents it will be logged as to the date the ADV
was obtained (if the ADV is not attached to the notice or forwarded to Compliance, staff will download
the ADV file from the above website) and reviewed and then noted material exceptions or disclosures
will be escalated to the asset class IOG. (See compliance Procedures 07)

Due Date
Within 60 days of June 30th of each year. (Annual Review)
Within 30 days of receiving the notice, the ADV will be reviewed. (Ad hoc Review)

Escalation
Asset Class IOG if exception is deemed material.

Distribution and Records Retention
The documents will be kept in their respective on-site manager file for a period of 10 years.
Compliance Personnel Responsible for Procedure Maintenance
The Director of External Investment Management Oversight is currently responsible for maintaining this
procedure.

Procedures for Securities Lending SAS70 Report Review
Effective Date: May 31, 2011
Revision Date:

Purpose
To provide instructions for obtaining and reviewing SAS70 reports from securities lending providers.

Source Documents
•

SAS70 reports from the providers that provide securities lending services to the SBA.

Procedures
1. Open the workbook “Sec Lending SAS70 Tracking and Review.xlsx” found in the EIMO drive.
2. Enter the reporting period of the reports and report receipt dates. Estimate the next report
receipt dates.
3. Review the reports to see whether there are material exceptions in the results of testing of
securities lending controls and enter the summary findings.
4. Review this tracking document periodically to see which reports may be due but have not been
received. Follow up with the providers as necessary.
5. Update the list of lending providers and contact persons per information from Fixed Income
Securities Lending.

Due Date
Perform review as soon as the reports have been received.

Escalation
If a material exception is found during the review, notify the Director of External Investment Manager
Oversight.

Distribution and Records Retention
The records will be retained for 10 fiscal years provided applicable audits have been released (per SBA
Individual Records Retention Schedule) or longer as necessary (e.g., as needed for potential litigation).

Compliance Personnel Responsible for Procedures maintenance

The Compliance Manager is currently responsible for maintaining this procedure.

Investment Protection Principles - Investment Managers
Effective Date: August 31, 2010
Revision Date: May 09, 2011

Purpose
The purpose of this document is to outline the procedures involved in executing the responsibilities of Risk
Management and Compliance (RMC) as stated in Policy 10-017, Investment Protection Principles.
Effective September 10, 2002, the SBA implemented Executive Director Policy 10-017, Investment Protection
Principles (IPPs), to govern relationships with broker/dealers, investment managers, and investment services
consultants utilized to invest the assets of the FRS.
The IPPs were originally geared toward broker/dealers to enhance the independence of research analysts and
prevent conflicts of interest between research reporting and investment banking. Subsequently, the SBA
expanded the IPPs to include deals and objectives relevant to external investment management to aid in
preventing conflicts of interest and ethical improprieties involving investment firms and professionals within
those firms.
On an annual basis, written certification is required from the money managers engaged by Global Equities and
Fixed Income to signify their compliance with the IPPs. Since 2003, the money manager certification form has
been expanded to include a provision relating to investing in countries designated as state-sponsors of terror, as
well as climate change inquiry.

Source Documents
•
•

Equity Investment Manager certification form found at EIMO:\IPP’s\IPP-Equity Manager Form
FI Investment Manager certification form found at EIMO:\IPP’s\FI Manager Form

Procedures
In early December, External Investment Manager Oversight (EIMO) will request updated contact information for
the Investment Managers from the asset classes:
-

Fixed Income – Executive Assistant (Jacqui Cook)
Global Equity Managers – Administrative Assistant (Lisa Cheshire)

Additionally, the previous year’s certification forms will be updated to reflect current dates and any other
necessary revisions. The revised form should be submitted to the General Counsel for review and approval.
In mid December, EIMO will email the certification forms to the managers noting that the due date is January
31st.
As certification forms are received, they will be checked for completeness and to ensure that any required
attachments are included. The certifications are saved in the EIMO:\IPP’s\GE or FI\Manager Folder for each
manager. Any attachments are also saved to this folder. In addition, if the email itself contains important
information then save it to a pdf file in the manager folder.

As the January 31st deadline approaches, EIMO will send out a reminder email to those managers who have not
yet returned their certification.
Once all forms are received, EIMO will analyze the information and confer with asset classes as needed. If
further clarification is required for any of the responses the manager will be sent a request to supply additional
information. A summary sheet will be prepared of any significant findings and discussed at the asset class IOG
meeting. After review by the IOG the IPP report will be sent to the General Council for approval.

Due Date
All certification forms are due to the SBA no later than January 31st.

Escalation
If any information requiring escalation is discovered during the process, the Asset Class IOG should be notified
immediately though a regularly scheduled meeting or schedule an ad hoc meeting as necessary.

Distribution and Records Retention
All files will be located in the Compliance Analyst II’s office. The completed document will be filed for a period of
10 years.
Compliance Personnel Responsible for Procedure Maintenance
The Compliance Analyst II is currently responsible for maintaining this procedure.

Procedures for Annual Private Market Fund Retention/Termination Process
Effective Date: June 30, 2010
Revision Date: May 1, 2011

Purpose
To ensure that policies regarding the annual retention/termination of private equity funds in the Private Equity
asset class are in compliance.

Source Documents
•
•

Checklist for Private Market Fund Retention-Termination found in EIMO\Private Equity and Strategic
Investments
Documentation provided by portfolio management staff in the asset classes (Private Equity/Strategic
Equity and Real Estate).

Procedures
1. PESI Asset Class SIO submits private equity fund manager evaluations and “Watch List” to compliance for
review. The Annual Investment Work Plan for the asset class is also submitted to compliance.
2. Review evaluations submitted by SIO-PESI for thoroughness regarding performance, organizational factors
and any substantial changes in staffing, assets under management, etc. The evaluation should include a
recommendation on whether to add to a “Watch List” (for enhanced monitoring), drop general partner
from the Forward Calendar of anticipated deals or terminate (if applicable). Reviews will be conducted on
selected managers based on the different recommendations of the SIO-PESI.
3. Be sure that all Funds have been independently evaluated by the consultant for Watch List status. Watch
list status should be determined using the following criteria: Investment Sourcing, Investment Discipline,
Due Diligence Process, Organizational Stability and performance.
4. The checklist is completed and all funds that were reviewed for compliance is listed on the checklist.
5. Any material exceptions to this policy will be escalated to the Private Equity IOG for review and
determination for any further action as necessary.
6. After all chosen materials have been reviewed, the checklist will be filed in RMC with any backup
documentation.

Due Date
Calendar Year. Annually two weeks after documentation has been received from the asset class SIO.

Escalation
See procedures for escalation of exceptions obtained from external investment manager documentation.

Distribution and Records Retention
The completed document will be filed with the manager files residing in the compliance department for a period
of 10 years.
Compliance Personnel Responsible for Procedures maintenance
The Compliance Manager is currently responsible for maintaining this procedure.

Procedures for Annual Private Real Estate Fund Retention/Termination Process
Effective Date: June 30, 2010
Revision Date: May 1, 2011

Purpose
To ensure that policies regarding the annual retention of private real estate funds in the Private Real Estate
asset class are in compliance.

Source Documents
•
•

Checklist for Private Market Fund Retention-Termination found in EIMO\Real Estate
Documentation provided by portfolio management staff in the asset classes (Real Estate).

Procedures
1. RE Asset Class SIO submits private real estate fund manager evaluations and “Watch List” to compliance
for review. The Annual Investment Work Plan for the asset class is also submitted to compliance.
2. Review evaluations submitted by SIO-RE for each investment manager/advisor/joint venture fund for
thoroughness regarding performance, organizational factors and any substantial changes in staffing, assets
under management, etc. The evaluation should include a recommendation on whether to add to a
“Watch List” (for enhanced monitoring), amend the terms of the relationship, defund, or terminate the
manager. Reviews will be conducted on selected managers based on the different recommendations of
the SIO-RE.
3. Be sure that all managers/funds have been independently evaluated by the consultant for Watch List
status. Watch list status should be determined using the following criteria: deviation from stated
investment style and philosophy; changes in ownership/business plan; client servicing; turnover of key
personnel; material change in clients or assets under management and advent of material litigation.
4. Determine if the review of the manager’s recommendations regarding retention or termination of a
Property Manager with final decision made by the SIO-RE to the manager has been completed and
documented.
5. Determine if the review of the service providers by the SIO-RE regarding retention or termination has
been completed and documented. The evaluation of the service providers by the SIO-RE should address
whether contractual expectation are being reasonably met. Evaluation of the service providers should be
conduct annually unless they provide a one time service or single non-repetitive service in which case the
evaluation will occur at the conclusion of the contract.
6. The checklist is completed with all manager/funds that were review for compliance is listed on the
checklist.
7. Any material exceptions to this policy will be escalated to the Real Estate IOG for review and
determination for any further action as necessary.
8. After all chosen materials have been reviewed, the checklist will be filed in RMC with any backup
documentation.

Due Date
Calendar Year. Annually two weeks after documentation has been received from the asset class SIO.

Escalation
See procedures for escalation of exceptions obtained from external investment manager documentation.

Distribution and Records Retention
The completed document will be filed with the manager files residing in the compliance department for a period
of 10 years.
Compliance Personnel Responsible for Procedures maintenance
The Compliance Manager is currently responsible for maintaining this procedure.

Procedures for Annual SBA Compliance Request - External Managers
Effective Date: June 30, 2010
Revision Date: May 1, 2011

Purpose
To send out, receive, and file the Annual Questionnaire and request for other compliance documents from the
public asset class managers.

Source Documents
•
•

Questionnaire - Public Asset Classes form found in EIMO:\External Manager Compliance Documentation
Outlook e-mail contacts by asset class

Procedures
1. Send out from the compliance oversight mailbox to the external public asset class managers (Domestic
Equities, Fixed Income, Foreign Equities and Real Estate REIT managers) the annual questionnaire as of
June 30th along with the request for documents (ADV part I and II, audited financial statements, insurance
certifications, compliance manual, ethics manual, organizational charts). The group email is sent in four
groups, one from each asset class, from the outlook contacts groups. The recipients should be blind
copied.
2. As questionnaires and documents are returned update the compliance oversight spreadsheets. File the
questionnaires and documents electronically in EIMO:\External Manager Compliance
Documentation\”Domestic Equities, Fixed Income, Foreign Equities or Real Estate (for REIT
Managers)”\”name of manager”.
3. The organizational chart is reviewed to ensure proper, independent reporting processes are in place and that
there are sufficient resources available based on their investment processes and assets under management. It
is imperative that the compliance officer has access to senior staff members as necessary.
4. The Code of Ethics and Compliance Manual are reviewed to ensure proper policies are in place and enforced
to prevent or minimize risk of fraud, insider trading, personal trading activity, fair dealing and allocation, and
any other issues dealing with ethical behavior. The compliance manual should address trading policies, broker
dealer approved lists, settlement of trades to include straight through processing, adequate operations
processes and policies that deal with relationships with affiliated broker/dealers.
5. Part 1 of the ADV discloses information about the investment adviser’s business, ownership, clients,
employees, business practices, affiliations and any disciplinary events of the adviser or its employees. Item 11
is specifically reviewed since it discloses legal and regulatory issues that have been committed by the firm’s
employees. It is important to review any disclosures for impact to the SBA account and for materiality.
6. Part 2 of the ADV contains information regarding the types of advisory services offered, the adviser’s fee
schedule, disciplinary information, conflicts of interest and the educational and business background of
management and key advisory personnel of the advisory. This section includes information regarding their
compliance policies and procedures and should be reviewed to ensure their thoroughness and
appropriateness. It is import that the compliance officer has access to senior management and has the
authority and processes in place to ensure all clients are treated the same, employees are held to a higher

standard of conduct, fraud controls are in place and risk management is employed at the firm. Items 7, 8, 9,
12 and 13 are particularly of interest and should be reviewed carefully since they deal with Other Business
Activities, Other Financial Industry Activities or Affiliations, Participation or Interest in Client Transactions,
Investment or Brokerage Discretion and Additional Compensation. Disclosure of these types of items could
potentially create conflicts that would need to be addressed.
7. The review of the audited financial statements consists of reading the auditor’s opinion any footnotes to the
statements.
8.

If the manager provides a SAS-70, the reviewer’s opinion and concerns should be reviewed.

9. Review all documents. If the questionnaire contains any responses that require further explanation, contact
the manager.
10. The Director of External Investment Manager Oversight (DEIMO) will review all items that have been disclosed
and, if material, they will be reported to the asset class IOG to determine if further action is necessary. (See
Compliance Procedures 07 Procedures for Escalation Exceptions)
11. Create a new outlook folder in the compliance oversight mailbox and save all email correspondence. Save
to the manager file any pertinent information from emails explaining the lack of documentation (for
example if they do not have a SAS70).
12. Follow up with email 2nd request for those managers that do not return the requested documentation by
the due date. Follow up with phone calls for those managers who still do not respond.

Due Date
Annually as of June 30th – due date is 60 days after the receipt of all documentation

Escalation
Immaterial exceptions would be reported at the regularly scheduled Asset Class IOG. Material exceptions would
be sent to the Asset Class IOG members immediately and an ad hoc meeting to discuss the exceptions would be
scheduled if necessary.

Distribution and Records Retention
The documents will be kept in their respective on-site manager file for a period of 10 years.
Compliance Personnel Responsible for Procedures Maintenance
The Compliance Analyst II/External Investment Management Oversight is currently responsible for maintaining
this procedure.

Procedures for Public Asset Class Investment Manager Termination
Effective Date: June 30, 2010
Revised Date: May 1, 2011

Purpose
To ensure that policies regarding public asset class investment manager termination are in compliance.

Source Documents
•
•

External Manager Termination Compliance Checklist 2009 v1 found in EIMO\Public Asset Classes
Manager Terminations
Documentation provided by portfolio management staff in the asset class.

Procedures
1. Asset Class SIO notifies compliance that they are going to initiate a manager termination or that the
manager has resigned.
2. The portfolio management staff in the Asset Class provides Compliance Manager with documentation
that is reviewed and the checklist form is completed and saved under a different file name. The
checklist ensures the documentation of the reason for terminating the strategy; documentation for
termination by the SIO to the ED or written letter of resignation from the manager; written
notification of the termination by the ED to the manager and documentation that the custodian bank
and internal staff have been notified.
3. The checklist is filed with the Asset Class manager files.

Due Date
As soon as possible once notification is received from the asset class SIO.

Escalation
The process should be completed as soon as possible once the recommendation from the asset class SIO is
received. There would be no escalation since it is terminating a relationship.

Distribution and Records Retention
The completed document will be filed with the manager files residing in the asset class based on their
retention schedule.
Compliance Personnel Responsible for Procedures maintenance
The Director of External Investment Manager Oversight is currently responsible for maintaining this
procedure.

External Investment Manager Termination Policy
Compliance Checklist – Public Markets
Policy #10-011
Date:
Compliance Officer:
Debbie McCoy
Asset class
Manager Terminated or Resigned:

Reason for terminating strategy (check those that apply)
o Changes in Asset Allocation
o Substantial Increase/Decrease of Funds Under Management
o Material Changes to the Active/Passive Mix
o Changes in Product Mix within the Asset Classes for the FRS Investment
Plan Offerings
o Manager on Watchlist and Terminated for Underperformance
o Manager on Watchlist and Terminated for Loss of Key Personnel
o Manager Violation of Contractual Provisions
o Manager made Revisions to the Business Plan or Ownership of Firm
o Manager made Significant Changes in the Investment Philosophy
o Manager Involved in material Litigation, Fraud or Conflicts of Interest
o Manager Had Rapid Increase/Decrease in Accounts or Assets Under
Management
o Manager Experienced Material Client-Servicing Problems

Termination documented by SIO and approved by ED
o Yes
o No

Resignation (written) submitted to DED and ED
o Yes
o No

Written notification sent to Manager from ED
o Yes
o No

Custodian bank notified of Termination/Resignation
o Yes
o No

Internal Staff notified of Termination/Resignation
o Yes
o No

Procedures for Real Estate Investment Advisor Termination
Effective Date: June 30, 2010
Revised Date: May 1, 2011

Purpose
To ensure that policies regarding real estate investment advisor termination are in compliance.

Source Documents
•
•

RE Manager Termination Compliance Checklist 2009 v1 found in EIMO\Real Estate
Documentation provided by Portfolio Manager in the Real Estate Asset Class

Procedures
1. Asset Class SIO notifies compliance that they are going to initiate a manager termination or that the
manager has resigned.
2. The Portfolio Manager in the Real Estate Asset Class provides Compliance Manager with
documentation that is reviewed and the checklist form is completed. The checklist ensures the
documentation of the reason for terminating the strategy; documentation for termination by the SIO
to the ED or written letter of resignation from the manager; written notification of the termination by
the ED to the manager and documentation that the custodian bank and internal staff have been
notified.
3. The checklist is filed with the Asset Class manager files.

Due Date
As soon as possible once notification has been received from the asset class SIO.

Escalation
There is no escalation process since the manager is being terminated.

Distribution and Records Retention
The completed document will be filed with the manager files residing in the Real Estate department based
on the Real Estate retention schedule.
Compliance Personnel Responsible for Procedures maintenance
The Compliance Manager for Real Estate is currently responsible for maintaining this procedure.

External Investment Manager Termination Policy
Compliance Checklist – Real Estate

Date:
Compliance Officer:
Debbie McCoy
Manager Type (Investment Advisor/Service
Provider, etc)
Manager Terminated or Resigned:
Effective Date of Termination

Reason for terminating strategy (check those that apply)
o Changes in Asset Allocation
o Deviation from stated investment style.
o Material change in clients/AUM in SBA’s portfolio product.
o Manager on Watchlist and Terminated for Underperformance
o Manager on Watchlist and Terminated for Loss of Key Personnel
o Manager Violation of Contractual Provisions
o Manager made Revisions to the Business Plan or Ownership of Firm
o Manager made Significant Changes in the Investment Philosophy
o Manager Involved in material Litigation, Fraud or Conflicts of Interest
o Manager Experienced Material Client-Servicing Problems
o Other:

Termination documented by SIO and approved by ED
o Yes
o No

Resignation (written) submitted to DED and ED
o Yes
o No

Written notification sent to Manager from ED
o Yes
o No

Custodian bank notified of Termination/Resignation
o Yes
o No

Internal Staff notified of Termination/Resignation
o Yes
o No

Procedures for Property Disposition Process
Effective Date: June 30, 2010
Revision Date: May 1, 2011

Purpose
To ensure that policies regarding property disposition in the RE asset class are in compliance.

Source Documents
•
•

RE Property Disposition Compliance Checklist 2009 v1 found in EIMO\Real Estate
Documentation provided by portfolio management staff in the asset class.

Procedures
1. Asset Class SIO notifies compliance that they are going to dispose of a direct owned property.
2. The Senior Acquisitions Manager in the Real Estate Asset Class provides Compliance Manager with
documentation that is reviewed and the checklist form is completed. A review of the portfolio
manager or investment advisor’s recommendation regarding the sale of the asset is reviewed. This
recommendation should be checked to ensure that the SIO-RE has approved it.
3. Check to ensure that a sale recommendation, including negotiated terms of the disposition are
documented and submitted to the DED and ED from the SIO-RE.
4. Check to make sure the portfolio manager has coordinated the disposition of the asset with the
Investment Advisor and has engaged external legal counsel to develop the purchase and sale
agreement.
5. Check documentation for any significant changes made to the Purchase Sale Agreement and ensure
that were approved by the portfolio manager and internal general counsel staff has been advised of
any changes.
6. Documentation should include a written recommendation from external legal counsel and the
investment advisor approving the final documents for execution by the ED.
7. The completed checklist is submitted with the package from Real Estate to the DED and Executive
Director recommending that the property be disposed.
8. The checklist is filed with the Asset Class manager search files.

Due Date
Before the final documentation is forwarded to the Deputy Executive Director for approval and the
Executive Director for signature.

Escalation
If any information is discovered during the due diligence process for disposition of the property is deemed
material, the Asset Class IOG should be notified immediately though a regularly scheduled meeting or
schedule an ad hoc meeting as necessary.

Distribution and Records Retention
The completed document will be filed with the manager files residing in the Real Estate department in
accordance with the Real Estate retention schedule.
Compliance Personnel Responsible for Procedures maintenance
The Compliance Manager is currently responsible for maintaining this procedure.

Disposition of Real Estate Wholly Owned Properties
Policy Compliance Checklist
Policy #15-XXX
Date:
Compliance Officer:
Debbie McCoy
Property Type:
Property to be Sold:

Did Portfolio Manager solicit “hold/sell” recommendations from the Investment Advisor
overseeing the asset?
o Yes
o No

Sell recommendation documented by PM and approved by SIO-RE
o Yes
o No

Sell recommendation, including negotiated terms of the disposition, submitted to DED
and ED for approval from SIO-RE
o Yes
o No

PM coordinate the disposition of the asset with the Investment Advisor
o Yes
o No

Engage external Legal Counsel
o Yes
o No

PM approve any significant changes to the Purchase and Sale Agreement
o Yes
o No

General Counsel Staff advised of any significant changes to the Purchase and Sale
Agreement
o Yes
o No

Written recommendation from external legal counsel and Investment Advisor approving
documents for execution
o Yes
o No

Contract reviewed by DED and approved by ED
o Yes
o No
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}

Reviewed Annual and Semi-Annual Certifications and updated Total Fund Rankings to
reflect new information from the managers. (Attachments 1 and 2)
Assigned and/or updated for all Public Market Asset Class Managers Off-Site Risk
Profiles and Ratings (Attachment 3)
◦ These ratings were achieved by reviewing several documents provided by the
managers which included Financial Statements (Audited), Compliance Manuals,
Organization Charts, Code of Ethics, ADV Part II and when available a SAS-70.
– 40 Global Equity Managers
– 9 Fixed Income Managers
– 3 REIT Managers
– 3 Strategic Investment Managers

}

Weighted All Ratings (Certification, Off-Site, On-Site, Total), giving riskier processes
more weighting in the overall ranking of the manager. (Attachment 4)
◦ The following documents were used when assigning a weight to the score.
– Off-Site Investment Manager Risk Profiles and Ratings
–

This was given a score of up to 40 points if an On-Site Visit had not been conducted,
otherwise it could receive a maximum of 15 points.

– On-Site Investment Manager Risk Profile and Rating
–

This was given a score of up to 25 points. When combined with the Off-Site Investment
Manager Risk Profile and Rating the total maximum score is 40 points.

– Semi-Annual Manager Certification
–

The certification’s overall score is a maximum of 10 points.

– The following criteria from the semi-annual certification receives an additional
weighting.
–
–
–
–
–

Total number of employees of the firm. This can receive up to 15 points.
Insurance (Over the amount required). This can receive up to 10 points.
Active or Passive Strategy. This can receive up to 5 points.

Changes to CCO Organization Placement. This can receive up to 10 points.
Civil, Criminal, Regulatory Infractions. This can receive up to 10 points.

– Overall Scores are as follows:
–
–
–

Above Average

Average

Below Average

80 points or Higher

50 – 79 points

49 points or Below

Required Site Visit Frequency 3-4 years

Required Site Visit Frequency 2-3 years
Required Site Visit Frequency Annually

}

Conducted three on-site due diligence visits for potential managers. (See SBA Intranet,
Compliance Tab)
◦ Managers Included:
– M & I Investments
–

SBA Staff Attendance: Director External Investment Manager Oversight, Senior Portfolio
Manager – Global Equities

– Signia Capital
–

SBA Staff Attendance: Director External Investment Manager Oversight, Senior Portfolio
Manager – Global Equities

– Cupps Capital Management
–

}

SBA Staff Attendance: Director External Investment Manager Oversight, Senior Portfolio
Manager – Global Equities

Conducted six on-site due diligence visits for existing managers. (See SBA Intranet,
Compliance Tab)
◦ Managers Included:
– William Blair & Company
–

SBA Staff Attendance: Director External Investment Manager Oversight, Senior Portfolio
Manager – Global Equities

– AEW Capital
–

SBA Staff Attendance: Director External Investment Manager Oversight, Director of Public
Markets Compliance

– Federated Investments
–

SBA Staff Attendance: Director External Investment Manager Oversight, Director of Public
Markets Compliance, Treasury Operations Specialist II

– Panagora
–

SBA Staff Attendance: Director External Investment Manager Oversight, Director of Public
Markets Compliance

– State Street Global Advisors
–

SBA Staff Attendance: Director External Investment Manager Oversight, Director of Public
Markets Compliance

– Acadian Asset Management
–

}

SBA Staff Attendance: Director External Investment Manager Oversight, Director of Public
Markets Compliance

Conducted site visit debriefings with asset class and compliance staff for nine manager
visits that included updating total fund rankings for managers that were visited and
written documentation regarding the visits and findings.

}

Site Visits cover a variety of discussion items.
◦ Typically a meeting is held with the Chief Compliance Officer, Chief Operating Officer,
Investment/Trading Staff, Client Services Representative and any other pertinent
personnel. The following outlines some of the major topics discussed.
– Organization and Portfolio Management
–

Key Personnel Changes, Structure of the Firm, Assets Under Management, Turnover in Assets
Under Management, Remaining Asset Capacity of the Strategy, Changes to the Strategy
Employed

– Trading
–

–

Approved Broker/Dealer Lists and Concentrations, Trading and Pre-Trade Compliance
Systems used, Soft Dollar Arrangements, Best Execution Measurement and Execution of FX
Trades if applicable.

A demonstration of the trading and pre-trade compliance systems is conducted in addition
to reviewing the physical placement/security of the trading area.

– Operations
–

Reporting, Straight Through Processing Capabilities, Disaster Recovery Plan, Post Trade
Systems, Portfolio Accounting Systems, Information Systems Infrastructure, Back Office
Operations and Separation of Duties, Security Measures in place.

– Compliance
–

Testing of Compliance System, Reporting Flow and Escalation of Compliance Violations,
Employee Training/Certification for Ethics and Policies, Enterprise Risk Management Program

– Legal
–

Pending Litigation, Up-to-date Filings, SBA ISDA Agreements and Trading, Internal/External
Counsel

– Risk Management
–

Risk Measurements Monitored, Process for Monitoring Risk, Counterparty Risk Management,
Leverage Monitoring

}

Collected and reviewed Investment Protection Principle Certifications for all public
market investment managers. (Attachment 5)
◦ This was the first year the Fixed Income Managers were included in the certification
process and additional follow up was necessary.
◦ There were a total of 40 Global Equity Managers, 3 REIT Managers and 9 Fixed
Income Managers.
◦ Compiled Report for review and approval by the Chief Risk and Compliance Officer
and General Counsel.
◦ All required disclosures from the managers were complete.

}

Requested Investment Protection Principle Certifications for all equity and fixed income
broker/dealers. Responses received to date have been reviewed and a report will be
developed to be forwarded to Chief Compliance Officer and General Counsel for review
once all certifications are received. This was the first year the Fixed Income
Broker/Dealers were included in the Certification process. Due to this, some of the
responses have not been as timely as expected.
◦ Global Equity Broker/Dealers.
–
–
–
–
–
–

Goldman Sachs Group

Morgan Stanley and Co.

Citigroup Global Markets

Deutsche Bank Securities

MF Global Inc.

UBS Securities LLC

Weeden and Company, LP

–
–
–
–
–
–
–
–
–
–

ITG Inc.

Liquidnet, Inc.

Knight Equity Markets, LP

Guzman & Company

Bank of America Securities

Barclays Capital Inc.

Citigroup

Deutsche Securities Inc.

◦ Fixed Income Broker/Dealers.
–

Barclay’s Capital Inc.

BNP Paribas Securities
Goldman Sachs

Jefferies & Company
Morgan Stanley

Raymond James & Associates

CastleOak Securities, LP
HSBC Securities

Loop Capital Markets

Nomura Securities International
RBC Capital Markets

Royal Bank of Scotland (RBS)

Toronto Dominion

Fortis Bank

General Electric Capital Corp.

UBS Securities

Scotia Capital (USA), Inc.

Credit Agricole Corporation

Federal Reserve Bank of New York

}

}

Assisted in developing a draft “External Manager Insurance Policy” and requirements for
external managers. Monitored and updated professional liability and/or fidelity
insurance requirements as necessary with all public managers.
◦ In developing the draft policy, numerous insurance vendors were contacted as well as
other pension funds to discuss industry standard minimum requirements.
◦ Research was conducted on the types of insurance available to determine what would
best protect the SBA’s assets.
◦ In addition to insurance “best practices”, we looked at the overall client exposure to
the manager in order to tailor our insurance requirements.
The draft policy now requires certain minimum coverage based on the firm’s total assets
under management.

}

}

}

Attended ISDA Conference regarding changes required by the Dodd-Frank legislation.
◦ Conducted joint meeting with General Counsel to update senior management
regarding the changes that could potentially impact the SBA.
Attended 24 interviews for new asset class investment managers for Global Equities,
Fixed Income and Global REIT portfolios.
◦ In addition to attending the interviews, all submitted documentation was reviewed for
the following manager searches:
– Global Equities – Emerging Markets
– Global Equities – International Small Cap Manager
– Real Estate – Global REIT Manager
– Fixed Income – Core Manager
– Fixed Income – Collateral Manager
– Public Markets – Transition Manager
Conducted conference calls with four Global REIT managers regarding currency forwards
and trading.

}

}

}

}

Developed standardized Schedule B for all public market boilerplate Investment
Management Agreements. (See Attachment 6 and 7)
Developed Counterparty Exposure report for Trading Oversight Group. This report
summarizes all counterparty exposure for both internal and external managers. The
report is consistent with the classes of securities codified in the new trading
counterparty policy. (See Attachment 8)
Reviewed Local Government Investment Pool Ethics Principles Certification submitted by
Federated.
Confirmed that all external managers (public market asset classes) reconciled their
accounts with the custodian bank on a monthly basis.
◦ Custodian bank provided a CD showing the date each manager had reconciled their
positions and cash with them. We checked to ensure that each manager had a final
reconciliation date and noted it on a spreadsheet for each month.

}

}

}

}

Reviewed all existing contracts to determine what the manager/partner was to provide
the SBA according to the contract terms (certifications, financial statements, etc.). We
also reviewed the contracts for insurance requirements.
Developed an Annual Certification form to be sent out in July to cover the period as of
June 30th to all Private Equity and Strategic Investment Managers. (See Attachment 9)
Developed standard legal language to be included in contracts going forward regarding
certification process. Met with General Counsel to ensure that this language would be
addressed in each new manager contract negotiation.
Developed a Fund Manager Risk Profile and Rating for both Private Equity and Strategic
Investment Managers to be used Off and On Site to determine frequency of site visits
(similar to public markets). This process has the rankings weighted as well using a
similar process to the public asset classes. Although the formats are similar for the
private equity and strategic investments, the latter of the two is much more in-depth to
accommodate potential hedge fund managers and the additional due diligence required.
(Attachments 10 and 11)
◦ Extensive research was conducted to determine “best practices” for private equity and
hedge fund manager due diligence.

}

}

}

Developed process for monitoring Real Estate property manager bank accounts
quarterly. This included working with Real Estate to ensure that managers developed (or
are in the process of developing) a process to invest all residual cash balances into a
government guaranteed fund overnight to protect amounts in excess of the FDIC
coverage of $250,000.
Monitored insurance requirements for Real Estate at the investment advisor and property
manager levels.
◦ Each contract was reviewed to determine what each manager’s insurance
requirements were and proof of this insurance was compiled and recorded on
spreadsheets.
Performed Quarterly Investment Portfolio Guideline compliance for all separately
managed accounts.
◦ Reviewed each manager’s contract to determine if there were Investment Portfolio
Guidelines regarding the fund.
◦ Listed all requirements and checked each portfolio/fund to check for any exceptions
to these guidelines.
◦ There were several exceptions for both Real Estate and Private Equity/Strategic
Investments that were reported to the asset class Investment Oversight Group.

}

Annual Management Plan compliance testing for real estate asset class.
◦ It was determined that due to the sheer volume of Annual Management Plans for the
real estate entities, compliance would do a random sampling of these funds to
determine compliance to the policy requiring Investment Advisors submit annual
management plans for each of the direct owned properties of the Board. Three plans
were reviewed to ensure that certain provisions contained in the contract were met.
◦ Additional plans will be reviewed throughout the year.

}

}

Participated in monthly public market asset class Investment Oversight Groups and
quarterly private asset class Investment Oversight Groups.
Participated in the selection of a Total Fund Risk Management System.
◦ Reviewed and evaluated ITN materials submitted by vendors for a total fund risk
management system.
◦ Attended several interviews with potential vendors and two training sessions for the
two finalist vendors chosen from the initial interviews.
◦ Tested both Wilshire and BARRA systems for accuracy of information and reporting
capabilities.
◦ Modeled assets for public and private market asset classes for both systems.
◦ Reviewed output data for reasonableness for both systems.
◦ Evaluated both vendor systems and made recommendation regarding the selection of
the system that best suits the SBA investment risk management needs.

}

}

Participated in the interview of two Clearing Brokers and the selection process. During
the selection process both candidates submitted various documents to be reviewed and
evaluated.
◦ This included reviewing and evaluating ITN documentation submitted by the
following vendors:
– Goldman Sachs
– Barclays
– Citigroup
– Morgan Stanley
– UBS
– RBS
– BNP
Distributed relevant policies to all external managers (public and private markets) on an
annual basis. We had to determine which managers required any or all of the following
policies:
◦ 10-013 – Derivatives Instruments Usage
◦ 10-016 – Leverage Usage
◦ 10-019 – New Investment Vehicles and Programs
◦ 10-045 – Disclosure of the Use of Placement Agents
◦ 15-013 – Derivatives Usage Policy – Public Markets

}

Implemented process for Conflict of Interest Certification. (See Attachment 12)
◦ All new investment contracts or contract amendments with an economic impact must
have an attached certification signed by the Portfolio Manager, Senior Investment
Officer, Deputy Executive Director and Executive Director or anyone else who might
have significant authority regarding the recommendation, selection and/or approval
process for external investment managers.
◦ The certification is part of the SBA’s ethics requirements pertaining to the selection of
external managers to avoid personal, social, employment or business activities and
relationships that could reflect adversely on the individual’s objectivity.
◦ The certification applies to both public and private market asset classes.
◦ The disclosure is attached during contract staffing and returned to External
Investment Manager Oversight upon completion for review and filing.
◦ External Investment Manager Oversight logs all forms to ensure they are completed
and returned.
◦ Original signed documents are filed with External Investment Manager Oversight.

}

Implemented process for Placement Agent Certification to be included on any new or
amended contract that has an economic impact. (See Attachments 13 and 14)
•

}

}

}

The Placement Agent Certifications are reviewed to ensure all disclosures were made and
documentation is attached to support the disclosures.

Developed written procedures for all processes conducted by External Investment
Management Oversight. (See Attachment 15)
Re-organized duties and added a new position, “Manager of Private Market Compliance”.
Reviewed and logged over 115 external contracts and amendments. This does not
include manager terminations.

–
–
–
–
–
–
–
–
–
–
–
–
–
–
–
–
–
–
–
–
–
–

Investment Policy Principles (IPP) Investment Managers
Investment Policy Principles (IPP) Broker Dealers
Federated Ethics Certification

Annual Private Equity Fund Retention-Termination Process

Annual Private Real Estate Fund Retention-Termination Process
Annual SBA Compliance Request External Managers
Processing Certification Evaluations

Direct Owned RE Agg Portfolio IPG Compliance Check

Escalation of Exceptions Obtained from External Investment Managers
Expired Insurance Policies External Managers
RE Investment Advisor Selection

Investment Oversight Group (IOG) Scheduling and Minutes
Compliance Due Diligence for Off-Site Evaluations

Compliance Due Diligence for On-site Manager Visits

PESI Investment Portfolio Guideline Compliance Testing
Posting Documents to SBA Intranet

Private Equity Fund Selection Process

Private Equity Fund Amendment Process

Private Equity Fund Retention-Termination Process
Property Acquisition Selection Process

Property Disposition Selection Process
Public Asset Class Manager Selection

–
–
–
–
–
–
–
–
–
–
–
–
–
–
–
–
–

RE Joint Venture Selection Process

Pooled Fund Manager Selection Process

Total Risk Rankings for the External Managers

Semi Annual Certification Process Public Asset Classes
Public Asset Class Investment Manager Termination
RE Investment Advisor Termination

Total Fund Counterparty Quarterly Report for Class B & D Securities
Semi Annual Certification Real Estate

Annual SBA Compliance Request RE (Advisors, Funds)
Quarterly Real Estate Bank Account Balance Review
RE Annual Management Plan Compliance Testing

Annual SBA Compliance Policy Notification to the External Mgrs-Public Asset Classes

Annual SBA Compliance Policy Notification to the Private Equity and Strategic Managers
Real Estate Insurance Compliance Review
Mellon Monthly Bank Reconciliation
ADV Reviews

Securities Lending SAS-70 Report Review

MEMORANDUM
To:

Kevin SigRist
State Board of Administration of Florida

From:

Eileen L. Neill, CFA
Wilshire Associates Incorporated

Subject:

Wilshire Response to Questions Regarding Role and Functions in Florida State
Board of Administration Manager Selection Process

Date:

October 19, 2011

CC:

Ash Williams, John Benton, John Bradley, Tom Fernald, Michael Lombardi,
Flerida Alsing-Rivera, Scott Seery, Jeff Smith, Stephen Spook, Trent Webster,
Janice Yecco

The purpose of this memorandum is to provide Wilshire’s response to the request by the State
Board of Administration of Florida (the “SBA”) in an e-mail dated October 11, 2011 for a brief
written memorandum describing how our firm has supported the SBA’s search, selection,
monitoring and/or termination of public market investment managers and/or private investment
structures (i.e., collectively the “investment acquisition process”). Wilshire was asked to address
the following areas:
1. Firm’s resources, expertise and experience with institutional investors comparable to the
SBA;
2. The regulatory environment and fiduciary standards of care (including contractual)
applicable to the services your firm provides to the SBA related to the investment
acquisition process;
3. Firm’s role in the SBA’s investment acquisition process, including a high level
description of your firm’s resources and processes that support the applicable services
rendered to the SBA;
4. The degree to which your firm’s participation in the SBA’s investment acquisition
process and independent advice comports with best practices at institutional investors
comparable to the SBA.
Wilshire’s response, in sequence, has been provided below.
From July 2006 until August 2011, Wilshire served as a public markets implementation
consultant to the SBA under an investment consulting agreement between Wilshire and SBA
(the “First Agreement”). Effective September 1, 2011, Wilshire and SBA have entered into a
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new investment consulting agreement under which Wilshire may be called upon to assist in
manager searches and provide other consulting services as requested by SBA from time to
time (the “Existing Agreement”). This response will cover Wilshire’s services provided
under the First Agreement.
1. Firm’s resources, expertise and experience with institutional investors comparable
to the SBA;
Wilshire’s consulting division (“Wilshire Consulting” or “we”) has provided consulting
services to large, institutional investors, such as the SBA, since 1981. One of our early
clients, the California Public Employees’ Retirement System (“CalPERS”) is the largest
public pension fund in the country, and remains today a client of Wilshire Consulting.
Wilshire Consulting’s clients are all institutional investors. Roughly 10% of Wilshire
Consulting’s clients are institutional investors of $5 billion or greater in plan assets and this
group includes other state level public pension funds. Public pension funds comprise
approximately 23% of Wilshire Consulting’s clients, a proportion that has been relatively
static over time. Thus, we have a long history and a lot of experience in working with
institutional investors comparable to the SBA.
In terms of resources, Wilshire Consulting employs approximately 85 individuals dedicated
to servicing our consulting clients. Leading our efforts is a team of 15 Managing Directors
with an average tenure at Wilshire of 11 years and average industry experience of 18 years.
Supporting these individuals are staff dedicated to investment research, asset allocation,
performance measurement and investment technology. In addition, Wilshire maintains a full
time manager research team staffed with 35+ individuals, 15 of whom are responsible for the
evaluation and monitoring of public markets institutional investment managers. Given that
Wilshire Consulting services 124 institutional clients, the current client to staff ratio is 5 to 1.
2. The regulatory environment and fiduciary standards of care (including contractual)
applicable to the services your firm provides to the SBA related to the investment
acquisition process.
Wilshire is a registered Investment Adviser under the Investment Advisers Act of 1940,
as amended (the “Advisers Act”). As such, with respect to the non-discretionary consulting
services we provide to SBA, we adhere to the fiduciary standards of care under the Advisers
Act. With respect to services provided to the SBA, we also adhere to the fiduciary standards
of care set forth in Section 215.47(10) of the Florida Statutes which provides that in
performing the services we comply with the fiduciary standards set forth in the Employee
Retirement Income Security Act of 1974, as amended (“ERISA”), that a fiduciary discharges
its duties with the care, skill, prudence and diligence under the circumstances then prevailing
that a prudent person acting in a like capacity and familiar with such matters would use in the
conduct of an enterprise of like character and with like aims. These standards govern all
aspects of Wilshire’s consulting services for SBA, including manager search, evaluation and
monitoring activities. In addition, most Wilshire consultants, including the lead consultant
assigned to the SBA, possess the Chartered Financial Analysts (“CFA”) designation, which
imposes on designees criteria for professional conduct, care and duty to clients.
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3. Firm’s role in the SBA’s investment acquisition process, including a high level
description of your firm’s resources and processes that support the applicable
services rendered to the SBA.
Under the First Agreement, our primary role was to assist the SBA staff in the evaluation
and monitoring of existing managers and to assist in the investment acquisition process of
public markets investment managers across public markets asset classes for new mandates or
replacements for terminated managers. A dedicated team of two senior consultants supported
the SBA in this process. In summary, Wilshire performed the following functions in this role:
i.

Develop and provide the SBA a list of candidate firms to consider for each mandate;

ii.

Assist the SBA in the determination of which firms to include in the investment
acquisition process;

iii.

Assist the SBA in the development of questionnaires to be employed in the candidate
evaluation process. The questionnaires were structured to elicit responses regarding a
firm’s organizational structure, product and personnel experience, product investment
process, product investment performance, product resources, product trading and
operations and product fees among other relevant information;

iv.

Assist the SBA in the development of questionnaire evaluation criteria and scoring
methodology;

v.

Participate in the questionnaire evaluation and scoring process;

vi.

Participate in the process for determining and selecting finalist candidates from the
initial questionnaire evaluation process;

vii.

Development of finalist candidate evaluation materials including agenda and
comparative statistics;

viii.

Participate in finalist candidate interviews, either at SBA’s offices and/or at
candidate’s offices;

ix.

Participate in decision to select candidate which would ultimately be awarded a
contract by the SBA as a result of the previously detailed candidate evaluation
process.

In every investment acquisition process, Wilshire relies on our proprietary databases and
experience with the broad institutional investment manager universe of firms as well as
information provided by SBA and involve the appropriate personnel from Wilshire’s manager
research group to help guide the SBA staff through the investment manager evaluation and
selection process.
Wilshire’s role was to make recommendations to the SBA to assist the SBA in its
decisions and in prudently fulfilling the SBA’s fiduciary responsibilities to the beneficiaries of
the SBA funds.
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4. The degree to which your firm’s participation in the SBA’s investment acquisition
process and independent advice comports with best practices at institutional
investors comparable to the SBA.
In providing services to the SBA under the First Agreement, including participating in the
SBA’s investment acquisition process, Wilshire acted and acts with the standards of care as
noted above. We were always initially solicited for and provided our ‘best ideas’ managers in
any investment acquisition the SBA was preparing to undertake. We assisted and worked with
SBA in the development of the list of candidate firms which ultimately would be evaluated for
potential hire by the SBA. Similar to other large institutional investors, the SBA staff engages
in a formal evaluation process where questionnaires are issued and then evaluated and scored
followed by in-person interviews either at the SBA’s offices and/or at the respective
investment manager candidate offices. As with our other large institutional public fund clients,
Wilshire was involved in all aspects of this process including the evaluation and scoring of
questionnaire responses and in the interview process. At the SBA’s request, Wilshire also
assisted the SBA in the final selection decision process as another voting member of the
evaluation team. This is not always the case with our other large institutional clients. In our
view, the SBA’s investment acquisition process reflected best practices for comparable large
institutional public funds as it was a disciplined, thorough, fair and transparent process.

4

Memorandum
October 19, 2011
To:

Kevin SigRist
Deputy Executive Director
Florida State Board of Administration

From: Hamilton Lane
Re:

Your email of October 11, 2011

Kevin – Below please find Hamilton Lane’s response to your request from October 11, 2011. If you
should have any questions, please call me at 610-617-5730.
Your firm’s resources, expertise and experience with institutional investors comparable to the
SBA
Hamilton Lane’s primary business focus is providing services in the private equity asset class, and
the firm is well equipped to work with large institutional investors like the Florida SBA. Hamilton Lane
has worked with the Florida SBA since 1997, and we have provided alternative investment advisory
services to large public pension plans since 1992. Seven of the top ten public pension plans in the
world are Hamilton Lane clients.
Hamilton Lane has built the necessary resources and capabilities to provide private equity due
diligence and advisory services to large institutional investors. With 11 offices, more than 35 due
diligence professionals, an experienced investment committee and clients around the world, we are
uniquely positioned to ensure global deal flow, and to perform detailed due diligence of prospective
investments on behalf of our clients. The table below provides a summary of Hamilton Lane’s
resources and our client profile.
Hamilton Lane firm profile
Employees
165

Offices

AUM*
($billions)

11

$110

Clients
87

Years of experience
with Public Pension
Clients

Public Pension
Clients
55

19

Note: Information presented in the table above is as of June 30, 2011

Investment Expertise and Experience:
The investment team is comprised of dedicated professionals from varying backgrounds located in
Philadelphia, San Francisco, Hong Kong, New York, London, and Florida. Hamilton Lane’s
investment professionals have broad-based experience and are aligned with the private equity market
by focusing distinctly on primary partnerships, co-investments, and secondary investments. While
maintaining separate focuses, these groups share information on managers and market intelligence,
which is conducive to the effectiveness of all groups. Having dedicated resources in each of these
disciplines allows Hamilton Lane to cover all regions and sub-asset classes as part of a proper due
diligence process. The Investment Team is overseen by our Chief Investment Officer and the firm’s
Investment Committee.

Our Fund Investment Team proactively sources new fund opportunities and all investment decisionmaking and review is led by the Investment Committee. The Investment Committee process includes
a formal committee vote with approval by the majority of the voting committee members. Hamilton
Lane also devotes significant resources to the client service element of its relationship with the
Florida SBA, and sees that as a dedicated function within its organization. Collaboration is the key
tenet to our philosophy of the relationship with our clients, which includes both the staff and other
constituencies. Finally, we continually invest in research and technology and have in-house teams
that focus on both areas. This investment enables Hamilton Lane to perform detailed analysis on
private equity market themes, and also enhances our data storage and analytics while streamlining
our work product delivery to clients.
The regulatory environment and fiduciary standards of care (including contractual) applicable
to the services your firm provides to the SBA related to the investment acquisition process
Hamilton Lane Advisors, L.L.C. is a registered investment advisor with the SEC. As a registered
investment advisor, we have a fiduciary obligation to all of our clients to place their interests first when
rendering investment advice. Additionally, Hamilton Lane is contractually bound to a fiduciary
responsibility to the members and beneficiaries of the Florida Retirement System to discharge its
duties, as defined in the relevant private equity consulting agreement, solely in the interest of those
members and beneficiaries. While the SBA retains responsibility for making all decisions with respect
to investment matters, Hamilton Lane serves as expert consultant and offers the resources and
expertise necessary for the SBA to prudently fulfill its fiduciary responsibilities. Additionally, the
Hamilton Lane Consulting Agreement and all Amendments shall be governed, and construed in
accordance with, the laws of the State of Florida.
Hamilton Lane is focused on all forms of risk management and compliance, and has adopted and
implemented written policies and procedures (the "Compliance Policies") reasonably designed to
prevent violations of the Investment Advisors Act of 1940. On an annual and ongoing basis, Hamilton
Lane reviews such policies and procedures to make sure they are in accordance with changes in the
regulatory environment. The process used to determine risk factors is based on periodic evaluation of
the policies and procedures contained in the firm's Compliance Manual and Code of Ethics, which are
based on the Investment Advisers Act of 1940 and the Hamilton Lane business model. The
Compliance Manager conducts monthly, quarter, semi-annual and annual assessments of the
policies and procedures and discusses the results with the Chief Compliance Officer to identify
potential risks and trends. In addition to the review of the compliance risks, the Company has a risk
management committee consisting of five members of senior management. Specific to the
investment acquisition and approval process, Hamilton Lane treats all General Partners equally and
has never accepted compensation in any form from General Partners.

Your firm’s role in the SBA’s investment acquisition process, including a high level description
of your firm’s resources and processes that support the applicable services rendered to the
SBA
Hamilton Lane deploys team and functional resources in order to execute the agreed upon service
level with the Florida SBA. The team responsible for the Florida SBA relationship is depicted below.

Following is the list of services Hamilton Lane is currently providing to the SBA
A: Investment Sourcing, Diligence and Support: Hamilton Lane proactively sources new fund
opportunities by presenting at conferences and industry events, regularly meeting with general
partners to receive updates on their firms, attending annual meetings, and networking with industry
professionals. Clients also offer valuable resources in identifying new private equity opportunities,
and our open communication with those clients allows the firm to maintain a comprehensive view of
future fundraisings. Hamilton Lane actively collaborates with the staff of the Florida SBA to track and
discuss potential investment opportunities.
Hamilton Lane provides the SBA with a full suite of investment services including conducting
investment diligence, and providing investment memos (screenings, meeting memos and final
reports) on private equity partnership investments within the guidelines of the prudent man standard
as set forth in section 215.47(9), F.S. Hamilton Lane’s diligence and analysis process is highly
detailed and a full description of its focus areas, and deliverables appears below.

Hamilton Lane's Due Diligence Process Summary

Criteria Evaluated

Phase 1: Screening

Phase 2: Meeting with the GP

Phase 3: Full Diligence

Investment Strategy

Investment strategy

Investment Strategy

Team

Team

Teams / references

Terms

Track record

Admin / technical support

Conflicts

Value Creation Analysis

Compensation structure
Management
Track record verification
Value Creation Analysis
Legal terms
Institutional investors
Conflicts analysis
Policy review

Process

Evaluation of the PPM

General Partner meeting
Initial reference calls

Analysis of questionnaire
Site Visit to GP offices
Reference calls
Attribution of track record
Legal document negotiation

B: Portfolio Strategic Planning: Mario Giannini, Hamilton Lane CEO is the designated executive
within the Florida SBA relationship and the designated client team consists of Michael Koenig and
Anup Sharma. The team’s goal is to align Hamilton Lane resources for the SBA’s benefit and to
provide private equity investment advice on portfolio construction to the SBA. Michael Koenig and
Anup Sharma are supported by various functional divisions within Hamilton Lane. Strategic planning
services include:
B.1 Monthly Deal Log Calls Discuss potential investments for the portfolio that are fundraising in
the market or coming to the market in the near future. Other discussion items include market
trends and staff/process updates. These calls are attended by Michael Koenig, Anup Sharma
and a senior member of the Hamilton Lane investment team, along with the full private equity
team at the SBA and senior leadership. These calls form the basis for investment identification
and sourcing, as well as provide status updates for investments in process.
B.2 Annual Strategic Plan Hamilton Lane provides the SBA with a Strategic Plan and a portfolio
review on an annual or as needed basis which is presented to the SBA investment staff, and
Investment Advisory Council. The strategic plan is a comprehensive review of the current
portfolio performance and analytics. In addition, the strategic plan also details funds coming to
market that could be a fit for the SBA private equity portfolio along with a commitment pacing
model which forecasts future commitments and cash flow patterns.
B.3 Special Projects Hamilton Lane provides assistance to the SBA on any special projects on
an as needed basis.
C: Monitoring & Reporting: Hamilton Lane provides monitoring and reporting on the private equity
portfolio of the SBA. These services include capturing cash flows, market value and underlying
company level detail in HL systems and performing data verification and integrity checks. Additionally,
HL provides the SBA with a quarterly report detailing the performance and analytics of the portfolio.
Other deliverables include special projects such as quarterly valuation methodology analysis, monthly
reconciliations and other ad-hoc projects.

SBA may also access their portfolio online via HL’s proprietary online reporting system, “ClientLink”.
ClientLink allows the SBA to view, download and report on up-to-date information on their private
equity portfolio. ClientLink provides point-and-click access to partnership and portfolio company
information and allows users to analyze information by fund, industry, geography and other
meaningful private equity metrics. Hamilton Lane controls all data entry.
The degree to which your firm’s participation in the SBA’s investment acquisition process and
independent advice comports with best practices at institutional investors comparable to the
SBA
Hamilton Lane’s role in the SBA’s investment acquisition and due diligence process is consistent with
comparable institutional investors. While a client’s mechanism for ultimate investment approval and
governance may differ, the procedures and protocol for investment sourcing, screening, and due
diligence is the same for all Hamilton Lane clients. Moreover, the features of a centralized investment
team and investment committee inherent to our process ensure that consistency. In our opinion, the
use of a consultant for private equity investment acquisition and independent advice in the manner
described in this memo represents a best practice for institutional investors comparable to the SBA.

Professionals with Deep Experience
Hands-on Investment Committee provides perspective and insight
• All investment decisions made by Investment Committee
• Members average more than 20 years of investment experience and 16 years experience in private equity
• Members average more than 10 years working together as a team
Erik Hirsch | Chief Investment Officer

Mario Giannini | Chief Executive Officer

• Prior experience: Investment banking at Brown Brothers Harriman/
public finance at PFM

• Prior experience: Over 24 years in financial services industry

• B.A. from the University of Virginia

• J.D. from Boston College, Master of Law degree from University of
Virginia and a B.A. from California State University

Hartley Rogers | Chairman

Andrea Kramer | Managing Director

• Prior experience: Co-Head of CSFB Equity Partners

• Prior Experience: General Partner at Exelon Capital Partners

• M.B.A. from Harvard Business School and an A.B. from Harvard
College

• Senior Business Development Manager for Philadelphia Gas Works

• Managing Director at Morgan Stanley where he was President of
Princes Gate Investors family of private equity funds

• M.B.A. in Finance from Temple University, B.A. in Economics from
Franklin and Marshall College.

• Fund Manager for Murex Corporation

Juan Delgado-Moreira | Managing Director

Mike Kelly | Managing Director

• Prior Experience: Investment Associate at Baring Private
Equity Partners

• Prior Experience: Financial Analyst for InterMountain Canola Company

• Chartered Financial Analyst, Fulbright Scholar at Stanford University

• M.B.A. from the College of William and Mary, B.S. from Trenton
State College

• Ph.D. in Research Methods/Statistics and a B.A. in Political Science
and Sociology from the Universidad Complutense de Madrid, Spain

• Financial Analyst for DNA Plant Technology

Tara A. Blackburn | Managing Director

Paul Yett | Managing Director

• Prior Experience: Managing Director at Pacific Corporate Group

• Prior Experience: Four years with StonePine Asset Management, LLC

• More than 17 years of private equity experience including manager
of due diligence, portfolio development, account management and
business development

• Lease Accountant with Bramalea U.S. Properties in Denver

• B.A. from Colorado College

• B.S. in Finance from San Diego State University

ME MO R A N D U M

TO:

Kevin SigRist

FROM:

The Townsend Group

SUBJECT:

IAC and Audit Committee request

DATE:

October 17, 2011

CC:

Steve Spook, Jeff Smith

In reference to the recent request discussing the manner by which investment opportunities are
identified and investment advisors are selected for SBA we have prepared the following responses.
Please let us know if we can provide any additional information.
1. Your firm’s resources, expertise and experience with institutional investors comparable to the
SBA
Townsend was founded in 1983 by Terry Ahern and Kevin Lynch. We earned our first retainer client
in 1986, the State of Ohio Police and Fire Pension Fund, who is still a client to this day. Thus, we have
been assisting institutional investors, such as SBA for more than 25 years and through multiple real
estate cycles. Over this period we have constructed and currently oversee more than 90 client
strategies and portfolios with combined real estate allocations of approximately $115 billion. Our
client base has historically been comprised in majority by public pension plans such as SBA, so we are
familiar with the specific issues and sensitivities inherent to developing and executing a real estate
portfolio in the public pension plan environment.
You will not find a senior team that has worked together longer than that of The Townsend Group.
Our senior team has over 20 years working together as a team evaluating and researching real estate
/ real asset investment opportunities. Our expertise and knowledge in all real estate investment
structures, styles and property types is unparalleled. The breadth and depth of our focused
organization is significant; we currently have 62 full time experienced real estate professionals
(Principals, Consultants, Associate Consultants, and Analysts). As such, we believe this places us in a
position to truly have a uniquely informed opinion in the real estate / real assets space. Townsend is
headquartered in Cleveland, Ohio and also maintains fully staffed offices in San Francisco, London
and Hong Kong.
Over the last two decades, the universe of opportunities in real estate has dramatically expanded
beyond traditional U.S. private market core equity investments. Today there are core, value-added
and opportunistic return strategies; public and private markets; debt, equity and mezzanine or
preferred equity; and U.S. and international investments available to the institutional investors. Real
estate has expanded into a broader category of “Real Assets,” which may include timber, agriculture,
infrastructure, oil and gas and commodities. As a result, institutional investors have extensive
flexibility to tailor strategies to meet their specific needs, and we encourage clients to capitalize on
that flexibility.

In conjunction with the expansion of real estate investment opportunities, Townsend has grown in
order to provide superior knowledge, expertise, and coverage of these alternative investment
options and continually shares that expertise with our clients. Townsend has designated specific
seasoned professionals with the task of overseeing and analyzing different aspects of the global
marketplace. We refer to these individuals as sector specialists and it is their duty to thoroughly
research and understand current real estate and capital market dynamics, the competitive
landscape, the management community and available offerings and opportunities within each of
their respective sectors. These individuals are also tasked with performing due diligence upon
managers that are investing within the area of their expertise. The sector specialists also participate
on advisory boards and meet with managers, local operators and investors. These research/due
diligence professionals report their findings to the firm at large so that the information can be
utilized to form our views of different market opportunities on a relative basis and ultimately for
purposes of dissemination to clients. Our commitment to the oversight and analysis of the
marketplace is significant and, in our view, unmatched by our competitors.
Sector Specialists
North America
Terri Herubin
John Schaefer
Chris Lennon
Brian McAlpine
Bob Flanigan
Tony Pietro
Kurt Edwards
Jeff Barone

Europe
Damien Smith
Adam Calman
Roberta Waxman-Lenz
Adam Smith
Recruit Pending

Latin America
Jack Koch
Mike Golubic

Debt
Scott Booth

Public Markets
Cara Wood

Asia
Nick Wong
Joseph Tang

Infra, Timber & Ag
Rob Kochis
Mike Golubic
Dick Brown
Ishika Bansal

Twice a year, in conjunction with the analysis and research provided by and produced within our
Research Department, research and views provide by our sector specialists, real estate and capital
markets data obtained from external sources (including published reports), proprietary information
from third parties, and public indices, we produce what we refer to as The Townsend View of the
World. Our View of the World outlines our expectations for future performance in the real estate
and capital markets as well as defines where we believe the best investment opportunities exist.
Although each client has separate and distinct goals and objectives, this document provides our
clients with a concise global overview and a summary of the real estate markets and investment
opportunities. The document is presented and distributed to all clients as a roadmap for near-term
investment activity and outlines our “likes” and “dislikes” within each region and sector based on our
knowledge of the markets.
Through these specialists, and in conjunction with our “on the ground” presence in international
markets (our offices in London and Hong Kong), we have the ability to be more than an “inch deep
and a mile wide.” Our knowledge and experience is unparalleled in these areas. For example, with
the assistance of our underwriting teams and specialists, since 2004, Townsend has analyzed over
1,800 offering which can be categorized as commingled funds, and ultimately recommended 280 of
these offerings (inclusive of conviction funds, client specific recommendations and prudence
reports). Over this period over $66 billion has been invested and committed on behalf of our clients.
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Region
North America
Global
Europe
Asia
Latin America
Total:

Funds
Reviewed
1,142
166
214
211
70
1,803

Conviction
Funds
182
43
22
23
10
280

Invested/
Committed
$45.2 Billion
$13.1 Billion
$3.6 Billion
$3.5 Billion
$1.0 Billion
$66.4 Billion

Further, Townsend’s experience specific to separate accounts and manager searches is deep and
unparalleled:
We currently oversee and monitor over 140 separate accounts, with a combined market
value of over $20 billion in separate account assets, more than triple our nearest
competitor. This provides a significant advantage when conducting due diligence,
particularly at the property level and when comparing strategies, policies, performance, and
overall execution among separate account managers.
Our investment manager database captures the relevant attributes of more than 800 real
estate/real asset managers including such items as assets under management, personnel,
and processes. It is continually updated during every search and with each new product that
a manager offers for investment.
Further, we have the most experienced underwriting team in the industry, which includes
senior management, dedicated sector specialists, and dedicated fund coverage.
We have the best sourcing of opportunities in the industry. We have developed our platform
to capitalize on the synergies between our advisory and investment practices. We have
approximately 90 institutional clients. Those clients continuously provide us with manager
and property leads in all strategies. We advise or invest more than $115 billion of capital. As
a result we are the first stop for managers and for investment banks that are raising capital.
Strategy:
Townsend has been assisting institutional investors, such as SBA for more than 25 years and through
multiple real estate cycles. Over this period we have constructed and currently oversee more than
90 client strategies and portfolios with combined real estate allocations of approximately $115
billion.
Our client’s real estate programs are directed by their Strategic and Investment Plans. These plans
are crafted with cooperation and input from the client, and may include input from other third
parties, such as General Consultants. These plans are reviewed annually or as appropriate with the
client to determine their continued applicability and to determine whether change is warranted.
These documents provide direction for all matters relevant to the successful implementation of a
real estate program. We have assisted SBA Staff over the past 18 months in the review of both the
Strategic Plan and the Work Plan.
Fund Monitoring
At the individual investment level, will are also responsible for monitoring and communicating
material events associated with each manager and/or investment in SBA’s portfolio. The SBA /
Townsend team, however, will leverage the entire Townsend platform. For example, team members
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will routinely rely upon the expertise and context provided by our sector specialists (such as Scott
Booth, our US debt specialist, or Nick Wong, our Asia specialist). The team may also rely upon others
in the firm assigned to cover a specific fund and/or investment. Every investment in which our
clients are invested has a “point person” assigned to cover that investment and its manager; this
pertains to funds (value, opportunistic, debt, equity, etc) separate accounts, co-investments, and
secondary positions. The “point person” is responsible for continual communications and
relationship with the manager and/or partnership, continual internal dissemination of investment
status, as well as submitting and recommending any amendments or issues to Townsend Investment
committee for approval.
During the course of actively monitoring client investment positions, regular fund updates (no less
than quarterly) are completed by each point person and include all drivers/detractors of quarterly
performance and noteworthy significant events that incorporate up-to-date information from
quarterly reports, phone calls, meetings and additional materials. Drivers of performance, measures
of risk and significant events can include but are not limited to debt maturities and covenants,
building acquisitions or dispositions, asset write downs and rationale, recapitalizations, organization
issues, senior team/organizational changes, key man provisions, platform changes, ongoing capital
needs, asset concentration risk, strategy drift, breach of fund investment guidelines, changes in fund
terms, Limited Partner issues (defaults), and voting issues at Advisory Board level.
If at any point, additional information/discussion is warranted, the fund “point person” is available to
discuss any issue in greater detail with SBA Staff or Council Members. In instances where significant
manager events (e.g. amendments, extensions, key man consents, etc.) require investor approval, a
full review and analysis takes place. The detailed recommendation is then submitted to Townsend’s
investment committee for further discussion and ultimate approval.
Another tool we use to monitor managers (strategy, performance, organizational changes,
structure/ownership changes, compliance, etc.) is the active involvement of Townsend professionals
in advisory boards or committees of client funds. Townsend currently has representation on over 70
advisory boards, requiring the participation of a large number of our professionals. Active
participation means personal attendance at such meetings to facilitate a meaningful dialogue based
upon advance review of detailed information provided by fund sponsors, not only about the
investment and asset management functions of investments they oversee for our clients, but also to
obtain market intelligence from industry thought leaders regarding the real estate marketplace. This
information is summarized by the attendee and made available to consultants so that it can be
shared with SBA Staff as appropriate.
An additional review worth mentioning is our quarterly review process of the entire $100+ billion
open end commingled fund (OECF) universe. For these open-end Core, Value and Specialty type
funds, where the disclosure is the greatest and the valuations the most transparent, fund sponsors
submit quarterly questionnaires that include spreadsheets showing individual property capitalization
rates and discount rates, as well as weighted averages of each measure calculated by property type.
We also review valuation information on the debt mark to market process (if any) and ask for their
mark to market calculations. Finally, we ask for the valuation assumptions (growth rates, rental
rates, concessions, timing, etc.,) for the 10 largest properties or assets in each fund. We then
arrange either an on-site meeting or conference call with respective fund portfolio managers to walk
through all presented information. The purpose of these meetings is to question any information
that may not be consistent with other manager’s reporting and/or differ from our views on the Core
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sector. All of this information is then analyzed in the context of all submitted OECF funds and opined
on relative to our proprietary market knowledge. Funds can then be invested in based on the data
and views discussed at the Investment Committee level. Furthermore, this data is instrumental in
gathering additional real estate market intelligence. The quarterly culmination of this process is a
full data appendix capturing a multitude of financial metrics as well as individual fund reviews (OECF
report).
Performance Reporting:
Our experience providing and preparing all performance monitoring, data gathering, analyses and
reporting for clients on a full-service basis is extensive. We currently provide services similar to those
outlined in this RFP to over 80 clients.
As part of performance measurement gathering process, Townsend has developed its own
proprietary performance measurement system. Our performance measurement system is flexible
and contains 35+ years of useable performance data. We track over 800 distinct funds representing
an existing $160 billion in active gross asset value. We also track in excess of 140 client separate
accounts (includes timber, real estate and REITs).
In addition to performance reports our standard quarterly report contains a fund summary as well as
the information including, quarterly valuations, unfunded commitments, investment and portfolio
level cash flows, allocation status, compliance with strategies, diversifications and returns.

2. The regulatory environment and fiduciary standards of care (including contractual) applicable to
the services your firm provides to the SBA related to the investment acquisition process
Townsend is a registered investment adviser under the Investment Adviser Act of 1940 and also is a
fiduciary as defined by the Employee Retirement Income Security Act of 1974 “ERISA”. We are happy
to provide our ADV Form I and II as requested.
Townsend maintains Compliance Policies and Procedures, as well as a Code of Ethics. Employees are
required to execute a statement each year agreeing to abide by the Code of Ethics and are
encouraged to report unethical or illegal behavior. Compliance is monitored on an ongoing basis by
our Chief Compliance Officer (Ron Weihrauch) and violations may result in various forms of
discipline, including termination of employment.
Additionally, Townsend has worked with Ernst & Young to draft an operational control matrix and
implement select new operating procedures. Testing of these procedures was initially scheduled for
mid-summer 2011 but will now occur in late 2011 with a Type I SAS70 (SSAE-16) being issued in early
2012.
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3. Your firm’s role in the SBA’s investment acquisition process, including a high level description of
your firm’s resources and processes that support the applicable services rendered to the SBA.
4. The degree to which your firm’s participation in the SBA’s investment acquisition process and
independent advice comports with best practices at institutional investors comparable to the
SBA
We have answered questions #3 and #4 collectively below:
As SBA’s real estate consultant Townsend regularly works with staff to identify and ultimately
recommend real estate investment opportunities. In conjunction with the global overview, and
investment opportunities outlined in the View of the World (process outlined above in #1), we
identify managers and investments focusing on these opportunities. Our internal processes for
performing due diligence and approving these investments for our clients are best described in four
stages. Below we have summarized our fund manager search process. Note that this process
extends to other investments structures, alternative real estate classes (separate accounts, JVs,
structured finance, whole loans, and etc.) as well as real assets. In the fund manager universe, we
have reviewed and performed extensive due diligence on thousands of funds since our firm’s
inception. Please note that initial process of sourcing and the individuals responsible for sourcing
and underwriting these opportunities are detailed in question #1 above.
Stage 1: As opportunities are sourced, Townsend sends a questionnaire to a prospective investment
manager to register the investment in our investment database and to determine basic elements of
the offering such as firm history, investment strategy, targeted raise, targeted returns as well as the
broad terms and fees associated with the offering. At this time, information such as an offering
memorandum may be collected and reviewed. During this stage, we determine whether there is
sufficient merit to bring the manager into one of our offices for a more formal meeting with our
investment professionals. If the manager is declined at this point, a memo outlining the criteria for
evaluation leading to the recommendation to decline is filed. If it is determined that we need to
conduct a meeting, we move to Stage 2.
Stage 2: Townsend meets with the management to vet the strategy and to more formally discuss the
opportunities and to determine whether the offering/transaction has potential for our client base, or
a particular strategy. Typically, a Principal from Townsend is present during this process as well as
other relevant personnel, including a Sector Specialist. During this meeting we concentrate on the
qualifications of members of the team, understanding their interaction, understanding the strategy
and evaluating the team’s ability to ultimately execute. The conclusion of this meeting as well as the
review of additional due diligence information gathered from the manager results in a memo of
“Pros and Cons” that must be submitted to our Investment Committee and a recommendation that
the fund be placed into one of three categories (Recommended, Tracking, Declined). If an
investment is “Recommended” we move into Stage 3 (a more formal underwriting). “Tracking”
typically involves additional information requests, or it may suggest that we are not proactively
pursuing more formal diligence due to a myriad of potential issues such as lack of client interest. A
“Declined” recommendation typically results from the failure, in our estimation, of a manager to
meet crucial parameters for success (e.g. untimely strategy, strategy for which they have limited
experience, absence of resources to execute, etc.)
Stage 3: If approved by Investment Committee to move to Stage 3, we will send a more formal and
extensive questionnaire to be completed by the manager, the purpose of which is to more fully vet
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the history of the firm and its members, the investment strategy, past track record of similarly
themed funds as well as funds with other strategies. The questionnaires are both qualitative and
quantitative. We evaluate individual investments to see the fit of past investments with the
proposed strategy as well as how those investments performed relative to the original underwriting.
Also during this stage we perform site visits of the manager’s locations and check references of the
manager within the industry including past investors, peers, etc. The conclusion of this stage results
in a final presentation to the Investment Committee for a recommendation to invest either broadly,
on a client-specific basis, or to decline the investment.
Stage 4: A “Recommended” investment approved by the Investment Committee must still be
approved for each client portfolio by the Investment Committee. Before recommending an
investment for a client, the client consultant must prepare a memo and present their
recommendation to Investment Committee addressing the client’s strategy, existing portfolio, the
proposed investment’s fit within that portfolio and other alternatives the consultant considered in
arriving at this decision. This allows our Investment Committee, which is comprised of our most
senior professionals, to maintain knowledge of our client investment portfolios and to weigh in on
the strategy of the portfolio and the impact of newly recommended investments.
Since 1983 we have analyzed and conducted due diligence on thousands of real estate and real asset
investment opportunities. Beginning with our dedicated investment specialists and culminating with
the 25+ years of experience our investment committee possesses, we have created a platform and
process we believe is unmatched in this area and represents industry best practices. The primary
criteria used to make these Stage 4 recommendations includes, but is not limited to the following:
Tenured portfolio and asset management team with a successful history of execution through
multiple market cycles (a verifiable track record at a prior fund will be accepted in the event of a
first time fund)
Platform that has exhibited stability in key management positions.
A well defined investment process
A history of prudent and responsible use of portfolio leverage.
Absence of business litigation or any other legal proceedings against the firm or the investment
management personnel.
Structural attributes that promote an alignment of interest between the manager and Limited
Partners (i.e. Advisory Board, low management fees, exclusivity, high degree of General Partner
participation, etc).
Inclusion of investor protections such as concentration and leverage limits, General Partner
removal provisions, Key Man provisions, and limits on successor funds.
Well established industry relationships with strategic partners such as asset managers,
developers, brokers, lenders, operators, JV partners as well as proprietary (off market) deal flow.
Reasonable and appropriate management and performance fees (including acquisition and/or
disposition fees, hurdle rate and catch-up, if applicable).
A verifiable history of sourcing prospective deals/access to transactions and a well defined
pipeline of potential portfolio investments (or an attractive pre-specified portfolio available to
fund investors at below market prices).
A well defined asset management philosophy including the use of in-house, affiliated or third
party property managers as well as the process for selection and termination.
A well defined allocation policy for deal flow and manager attention among competing
mandates.
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A robust valuation discipline.
Access to macro and local market research to support investment underwriting.
A fully staffed back office (internal or external) that includes detailed portfolio
accounting/reporting functions as well as account administration, IT, and human resources.
Absence of business litigation or any other legal proceedings against the firm or the investment
management personnel.
Prior fund performance in upper half of relevant peer universe (style and/or vintage year).

As mentioned above, we are happy to provide any additional information or follow up as necessary.
Sincerely,
The Townsend Group
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100 Summer Street
Boston, Massachusetts 02110-2112
tel 617.457.7500 fax 617.457.7501
www.cambridgeassociates.com

October 19, 2011

Mr. Kevin SigRist
Deputy Executive Director
Florida State Board of Administration
1801 Hermitage Boulevard
Tallahassee, FL 32308
Dear Kevin:
We are happy to provide background information on Cambridge Associates and how we serve the
Florida State Board of Administration (“SBA”). As an investment advisor we fully understand the
importance of thorough due diligence and are pleased to provide information to assist the organization
in its review. We have outlined our responses to your questions below.
1. YOUR

FIRM’S RESOURCES, EXPERTISE AND EXPERIENCE WITH INSTITUTIONAL INVESTORS
COMPARABLE TO THE SBA

Cambridge Associates was originally formed in 1973 to complete a comprehensive investment review
project undertaken for Harvard University. Upon completing the project in 1975, Cambridge
Associates was formally established to continue this work on an ongoing basis. Our client base quickly
expanded beyond university endowments to include other types of institutions and private investors.
Our fundamental mission remains unchanged: we strive to help institutions and private investors
around the world meet or exceed their investment objectives by providing proactive, unbiased advice
that is grounded in intensive and independent research.
We currently have more than 1,000 employees in eight offices across the globe dedicated to serving
more than 900 clients. Please see below for a breakdown of our staff as of June 30, 2011:
Consulting

Research

332

209

Performance
Measurement
208

Support

Total

312

1,061

Today, institutions comprise over 80% of our client base, and serving these institutions remains at the
core of our firm’s mission. Our work with institutional investors has included advising on long-term,
operating, and pension funds. It has also encompassed a broad range of investment issues, including
those related to investment policy development, strategic asset allocation, traditional and alternative
asset manager search and selection, benchmarking, and ongoing performance measurement.
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Cambridge Associates is currently advising more than 100 clients on pension assets. We have been
serving pension funds for nearly 30 years, advising on everything from strategic asset allocation to
manager selection to ongoing performance measurement. We also have many pension fund clients, like
the SBA, that retain our firm for specialized advice on alternative investments. Many of our
institutional clients are quite similar to the SBA in terms of mission, location, asset size, and other
respects.
2. THE

REGULATORY ENVIRONMENT AND FIDUCIARY STANDARDS OF CARE (INCLUDING
CONTRACTUAL) APPLICABLE TO THE SERVICES YOUR FIRM PROVIDES TO THE SBA RELATED TO
THE INVESTMENT ACQUISITION PROCESS.

Cambridge Associates LLC is registered with the U.S. Securities and Exchange Commission as an
investment advisor under The Investment Advisers Act of 1940. Steven Quintero serves as General
Counsel and Chief Compliance Officer for our firm. Steve and his legal team are responsible for
coordinating all legal and regulatory activities across our office locations. Cambridge Associates LLC is
a fiduciary under ERISA and we will acknowledge this obligation in writing.
As part of the consulting engagement, the SBA’s consulting team aims to stay abreast of news, laws,
and regulatory developments impacting the investment program. We also publish a vast amount of
proprietary research that often focuses on issues of interest and relevance to our clients. However,
Cambridge Associates does not provide any legal services and we always encourage our clients to retain
separate legal counsel.
Cambridge Associates was founded on the core principle of providing clients with independent advice,
and we have diligently adhered to that standard ever since by strictly observing the following guidelines:







We do not accept fees from investment management firms.
We do not offer any off-the-shelf investment products.
We do not have any brokerage operations or affiliations.
We do not sell our research or data to investment management firms.
We do not charge managers to participate in our databases or client searches.
We do not allow managers to sponsor our client conferences.

We observe these standards deliberately to provide clients with advice that it motivated only by their
best interests.
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3. YOUR

FIRM’S ROLE IN THE SBA’S INVESTMENT ACQUISITION PROCESS, INCLUDING A HIGH
LEVEL DESCRIPTION OF YOUR FIRM’S RESOURCES AND PROCESSES THAT SUPPORT THE
APPLICABLE SERVICES RENDERED TO THE SBA

We currently serve the SBA under a traditional consulting arrangement in which the SBA receives the
following services:
 Investment Planning Review (“IPR”). Initially, Cambridge Associates worked with the
SBA to analyze and determine the appropriate asset allocation and manager structure for
the hedge funds in the strategic portfolio allocation. We also reviewed and refined
investment objectives and policies during this process.
 Meeting Attendance. Members of the consulting team are available to meet with the SBA
in-person or via teleconference. These meetings are used for a variety of purposes,
including a review of quarterly portfolio performance, assistance with manager searches, or
a forward-looking discussion of areas of potential opportunity or risk. We have had
meetings in Tallahassee as well as in Boston. We also have regular teleconferences.
 Manager Search and Selection Guidance.
The consulting team assists with
implementing the agreed-upon portfolio structure by conducting all necessary searches for
managers. This search process includes meeting and interviewing managers to helping,
providing the SBA with due diligence reports, and aiding the SBA in the selection of
appropriate managers for its portfolio. The team also performs custom analytics such as
comparative risk and return analysis, fee comparison, and liquidity.
 Quarterly and Monthly Performance Reports. We provide the SBA with quarterly
performance reports and monthly “flash” reports.
 Access to Research and Online Information Resources. Through our firm’s website,
the SBA has access to our proprietary manager databases, a full library of capital market
exhibits, and research reports.
Please see the following for our resources and processes that support the services outlined above:
RESEARCH AND CONSULTING RESOURCES

Cambridge Associates has more than 200 staff members dedicated to research based in eight offices
worldwide, giving us a rich understanding of investment managers and markets on a global basis.
These professionals operate in a highly collaborative fashion with nearly 200 investment consultants,
especially when developing specific client recommendations. Our intensive, proprietary, and unbiased
research provides the foundation for all client recommendations. In addition to the depth of this staff,
we believe that Cambridge Associates’ key resources in the area of research are as follows:
 Our Process is Rigorous. We do not rely solely on a mechanical screening process, but
instead conduct an in-depth analysis that considers both quantitative and qualitative factors.
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 Extensive Proprietary Manager Databases. Our databases currently track over 7,000
managers across asset classes and geographical regions.
 Broad Research Coverage. In 2010, we conducted over 5,000 on-site, off-site, and
conference call meetings with managers. This allows us to have a very broad understanding
of the market as well as the managers that are operating within it.
 Timely and Pertinent Research Reports. We publish over 100 reports annually on
topics that are directly relevant to our client base. These reports cover a broad range of
subjects, including the global capital markets, alternative asset managers, investment
manager fees, the relative merits of active versus passive management techniques, and other
manager issues.
 Global Reach. We have staff in the United States, Europe, Asia, and Australia that is
dedicated to researching and reporting on managers and markets around the world.
 Client-Specific Manager Searches. Our recommendations are always customized to
match to the precise requirements of an individual client.
 Independent Advice. Managers do not compensate us in any way for inclusion in our
databases or client searches.
Additionally, we have specialized capabilities in helping our clients evaluate and select alternative asset
managers. Given the unique risks and wide range of manager capability in this area, we feel that our
alternative assets experience and expertise is particularly valuable to our clients.
MANAGER SEARCH PROCESS

Please see below for our general stages of a typical manager search:
1. Manager Structure Analysis. The first step of each search is the development of an
appropriate manager structure. As part of the Investment Planning Review, the consulting
team works with the SBA to identify the appropriate number and types of managers for its
portfolio.
2. Universe Screening. Members of the team review the universe of managers tracked in our
proprietary databases. Their goal is to develop a group of candidates that could provide the
SBA with a spectrum of viable options for a given mandate.
3. Due Diligence Review. The team reviews the findings of our rigorous manager due
diligence, aiming to identify talented managers that also conform to the SBA’s specific
criteria.
Our due diligence is primarily conducted by a dedicated team of more than 100
professionals based in eight offices worldwide and supplemented by information and
insights from nearly 200 investment consultants. It takes a forward-looking approach rather
than emphasizing past performance alone, and aims to identify managers that can
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demonstrate strength and stability across the quantitative and qualitative factors described
below:
Investment-Focused Characteristics
 Investment strategy and philosophy
 Competitive advantages and relative attractiveness of comparable opportunities
 Assets under management and composition of investor base
 Past performance in both absolute and relative terms
 Level of aggressiveness (e.g., use of derivatives or leverage)
 Fees, business terms, and disclosure policies
Organizational and Operational Characteristics
 Organizational and ownership structure
 Internal and external research resources
 Experience, talent, chemistry, and stability of the investment team
 “Key person risk”
 Staff incentives and compensation policies
 Transparency and consistency of the investment process
 Vendor relationships (e.g., prime brokers, auditors, pricing agents)
 Back office capabilities and client service resources
 Compliance processes, risk controls, and disaster recovery processes
 Legal and regulatory history
 Valuation methodology
 References
We meet with thousands of managers every year and strongly believe that our process has
allowed us to identify truly talented managers versus those that have merely experienced
strong performance due to favorable market conditions. From the universe of firms that
have satisfied the research team’s rigorous standards, investment consultants work further
to identify managers that are aligned with a particular client’s needs and objectives.
4. Manager Search Report. The consulting team creates materials comparing and
contrasting the most promising candidates and distributes these to the SBA’s key decisionmakers for review and discussion.
5. Manager Selection. Our clients often opt to hold presentations and interviews with
managers before making hiring decisions. After this final round of evaluation, our
consultants facilitate discussion ensuing toward the selection of a new manager.
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PERFORMANCE MEASUREMENT RESOURCES

In addition to our deep and broad proprietary manager universes mentioned above, we have several
other resources that support the performance reporting services that the SBA receives:
 Customized Approach. Each client is assigned at least one performance analyst to
oversee the production of reports. Reports are customized for clients in a variety of ways,
including format and benchmarking. The analyst ensures that reports reflect an individual
client’s needs, expectations, and preferences.
 Extensive Comparative Data. Our robust client performance data provides our clients
with comprehensive customized peer group and best practice comparisons.
 Sophisticated Alternative Asset Monitoring Services. We provide in-depth analyses on
a program’s funding history, commitments and allocations by strategy, performance versus
benchmarks, and allocations versus targets. We currently have more than 70 performance
analysts who are dedicated to monitoring and reporting on our clients’ alternative
investments.
DEGREE TO WHICH YOUR FIRM’S PARTICIPATION IN THE SBA’S INVESTMENT
ACQUISITION PROCESS AND INDEPENDENT ADVICE COMPORTS WITH BEST PRACTICES AT
INSTITUTIONAL INVESTORS COMPARABLE TO THE SBA

4. THE

Cambridge Associates’ participation in the SBA’s investment acquisition process and independent
advice upholds the best practices of institutional investors comparable to the SBA. We aim to
maximize the objectivity and value of our advice through our business structure and practices outlined
below:
 Independent Ownership. Cambridge Associates is privately held. Currently, the
cofounders, James Bailey and Hunter Lewis, own approximately three quarters of the
firm. The current owners have granted options to participate in the firm’s ownership and
share in annual profits to over 100 Managing Directors. At this time, ownership options
have not been exercised; however, if fully exercised, Managing Directors would hold
approximately one-fifth of the firm. We believe that our ownership culture, along with
other aspects of our compensation structure and corporate values, provides senior
employees with a strong incentive to stay with the firm and contribute to its ongoing
success.
 Thorough Manager Vetting and Wide Level of Coverage. As mentioned above, we
believe that strong due diligence is the foundation of a successful investment program, and
the rigorous evaluation that we perform on all investment managers prior to client
recommendation reflects this belief. We share our due diligence with the SBA staff and
thoroughly discuss all aspects of our research with them in a highly interactive relationship.
 Proactive Relationship. Cambridge Associates’ participation in the SBA’s investment
acquisition process is customized and flexible. We work with the SBA’s staff and
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management on a regular and ongoing basis, not limiting ourselves to a traditional “search”
framework and instead providing continuous, proactive and objective advice.
 Commitment to Conflict-Free Advice. Our adherence to business practices, such as our
conflict of interest policy outlined above, ensures the objectivity of manager
recommendations and therefore advice that is motivated solely by our clients’ best interests.
Our ownership structure ensures our commitment to independence as we do not have a
parent organization or affiliates that manage money or offer banking services.
*

*

*

We greatly value our relationship with the SBA and remain committed to your continued investment
success. Please do not hesitate to contact me with any questions or requests for further information.
Sincerely,
André H. Mehta

cc:

Margo Dhaliwal
Liqian Ma

James P. Mnookin

Memo

To:

Ash Williams, Executive Director
Florida State Board of Administration

From:

Kristen Doyle
Mike Sebastian

Date:

October 17, 2011

Re:

Investment Adviser Selection

Overview
The Investment Advisory Council and Audit Committee of the Florida State Board of Administration
(SBA) requested information on Hewitt EnnisKnupp’s (HEK) support of the SBA with regards to
selection of external investment managers. Investment manager research and selection is not
currently a standard service provided under the current contract between the SBA and HEK;
1

however, HEK did complete a frontier markets manager search project for the SBA in 2009.
Therefore, the comments within this memorandum relate to this specific project. This memorandum
focuses on our manager research capabilities and the standard of care that applies to all services
provided to HEK clients including manager selection services.
Manager Research Capabilities
HEK’s Global Investment Manager Research Team (GIM) consists of more than 70 professionals that
are based in the U.K., U.S., Canada and Continental Europe, and cover global markets and products.
The manager research team continually monitors and rates investment manager products. The team
includes a number of former portfolio managers and this provides further insight for understanding
and evaluating managers. This team supports HEK’s 487 clients with more than $2 trillion in assets
under management in the U.S.
GIM focuses the majority of its research budget on qualitative assessment, striving to thoroughly
understand the organizations and teams that are responsible for investment performance. Special
emphasis is placed on understanding the incentive structure and team dynamic to determine the
1

Frontier Markets refers to a sub-section of the international equity investment opportunity set that
includes smaller countries with less advanced capital markets than the developing world

Hewitt EnnisKnupp, Inc.
10 South Riverside Plaza, Suite 1600 | Chicago, Il 60606
t 312.715.1700 | f 312.715.1952 | www.hewittennisknupp.com
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likelihood of team stability. In addition, GIM focuses on obtaining a thorough understanding of the
research and investment process. In doing so, we are able to effectively evaluate periods of relative
performance deviations thereby allowing for valuable proactive consulting for clients rather than a
"chasing performance" mentality that plagues many investors. To truly understand investment
management firms, it is GIM’s belief that time must be spent face to face with the people at these
organizations to determine their talent and commitment to client results.
Our researchers also spend a lot of time quantitatively analyzing managers. The quantitative analysis
is not performance screening to find "hot" managers. The team utilizes a variety of proprietary and
third-party databases to measure risk and performance to better understand how a product performs
and if it is in line with the style of management it pursues. The team runs portfolio attribution at the
holdings level in an attempt to better understand drivers of results and challenge portfolio managers
on their research and portfolio positioning. By evaluating these quantitative measures, the team gains
a better understanding of how a manager may perform in a certain environment or how well a
manager should fit within a portfolio context. Furthermore, an ongoing evaluation of qualitative and
quantitative characteristics helps to evaluate if a manager continues to fit the role for which it was
originally hired.
This dual evaluation allows GIM to give clients a clear and accurate picture of the investment
managers. Five areas of focus are extensively probed: organization, investment teams, investment
process, risk considerations, and performance. This is accomplished via a lengthy on-site interview
process by multiple researchers.
Frontier Markets Search Process
GIM utilizes a systematic approach to manager searches that includes manager universe
identification, a customized Request for Information (RFI), review of RFI responses, semi-finalist
conference calls, comprehensive comparative search report, finalist presentations, and final selection.
This process was employed by the manager research team in 2009 with regards to the frontier
markets manager search. This approach ensures rigorous due diligence is undertaken at every level
of the process, that all qualified managers are considered, the key issues are addressed, and the
best managers are chosen from the universe. This robust process increases the SBA’s chance of
retaining managers that will add value to the pension plan over time. We feel that the search process
was in line with best practices and was detailed, thorough, and fair.
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Fiduciary Standard of Care
HEK agrees that in performing its services, it shall discharge each of its duties with due care, skill,
prudence and diligence under the circumstances that a prudent person acting in a like capacity and
familiar with such matters would use in the conduct of any enterprise of like character and with like
aims. HEK’s role is to act as a consultant, assisting the SBA in obtaining the level of expertise it
needs to prudently fulfill its fiduciary responsibilities. The SBA retains the fiduciary responsibility and
authority for making all decisions with respect to plan matters, but in making those decisions, may
draw upon the resources and expertise of HEK to the extent it deems necessary to perform its
responsibilities consistent with the standard of care applicable to its members as fiduciaries under the
relevant State of Florida statutes.
Conclusion
In conclusion, this memorandum demonstrates HEK’s extensive level of resources and expertise
dedicated to assisting clients in the evaluation of external investment managers. With regards to the
frontier markets investment manager search project completed in 2009 in conjunction with SBA staff,
HEK feels that the search process was thorough and in line with best practices. In addition, we hold
ourselves to a very high standard of care when providing services to our clients and agree to perform
our duties with care, skill, and prudence.

Please concisely address the following:
1. Your firm’s resources, expertise and experience with institutional investors comparable to the
SBA.
Heitman has advised, invested and managed real estate separate accounts and commingled funds for
institutional investors since 1980. Over that 30-year period, Heitman has acquired over $25 billion of
assets and sold $17 billion of assets for some 450 institutional clients. Heitman currently manages $23.8
billion of assets, of which $20.3 billion is in private real estate equity portfolios, $2.2 billion is in public
real estate securities portfolios, and $1.3 billion is in real estate debt. Our North America private real
estate equity group manages $15.7 billion in assets on behalf of 52 clients. Of that $15.7 billion, $12.8
billion is in 11 separate account relationships and $2.9 billion is in three commingled funds. At the
present time, four of Heitman’s North America separate account clients have total plan assets in excess of
$100 billion with a real estate allocation similar to that of the SBA.
2. The regulatory environment and fiduciary standards of care (including contractual) applicable
to the services your firm provides to the SBA related to the investment acquisition process
Compliance is a priority of Heitman’s. The firm’s core values include integrity as we believe in honesty:
no matter the consequence. Employee dishonesty of any kind in dealing with the company, its clients,
with colleagues or with any other persons or parties is strictly against company policy. Roger Smith is
the firm’s Chief Compliance Officer. Roger is responsible for a compliance team of five individuals
including a dedicated Deputy Compliance Officer for our Private Real Estate Equity activity. The
compliance team meets every three weeks to review compliance matters affecting the firm. Heitman
Capital Management, the Heitman entity which is the contracting party with the SBA, is a registered
investment adviser with the Securities and Exchange Commission, (the “SEC”), in accordance with the
Investment Advisors Act of 1940. As such, Heitman has developed a comprehensive set of policies and
procedures as mandated by SEC rules that establish, among other items, standards of care and fiduciary
responsibility. Heitman conducts internal audits of its policies and procedures annually as required by
SEC Rule 206(4)-7 the results of which are reported to the firm’s CEO as well as other senior executives.
Additionally, the firm is also subject to annual audits by the firm’s independent certified public
accountants, audits from other regulatory bodies such as the US Department of Labor and FINRA,
periodic audits by our partner, Old Mutual, and those initiated by our clients. The results of all of these
audits as well as the last audit by the SEC have been consistently positive with only minor compliance
and internal control observations and recommendations.
Heitman also has detailed investment adviser compliance manuals and a securities compliance procedures
memorandum to ensure compliance with regulatory requirements. Heitman policy requires all employees
to act in accordance with all compliance manuals and the policies and procedures contained therein.
These manuals address policies and areas of our operations such as Code of Ethics, Restricted Stock List,
Business Continuity Plan, Investment Allocation, Due Diligence and Closing, Portfolio Management and
Valuation Process, and Investment Management Agreements. As part of the Compliance team’s
oversight program, a checklist is completed quarterly by portfolio managers for each client that confirms
compliance with the requirements within each client’s investment management agreement. This includes
explicit and implied standards of care. All checklists are reviewed by a Compliance team member to
insure that all required activities have been completed in accordance with the investment management
agreements. Heitman’s investment management agreements with the SBA include specified standards of
conduct which Heitman adheres to in the performance of its responsibilities to the SBA.
Heitman
believes that the foregoing policies and procedures provide a very high standard of fiduciary care for the
investments acquired and managed on behalf of the SBA.

3. Your firm’s role in the SBA’s investment acquisition process, including a high level description
of your firm’s resources and processes that support the applicable services rendered to the SBA
The investment acquisition process for SBA is collaborative with multiple-disciplines working together in
order to maximize the probability of successful execution. At least annually on a formal basis, and
informally as needed, Heitman acquisition, portfolio and asset management and research personnel
receive SBA portfolio objectives from and share current market assessments with their counterparts at
SBA. This allows Heitman to develop and recommend strategies to that achieve SBA’s investment and
portfolio objectives with a plan of action. Heitman’s approach to managing SBA’s portfolio is team
oriented so individuals at all levels and responsibilities are aware of the objectives and participate in the
execution.
Heitman’s acquisitions professionals are responsible for sourcing new investments on behalf of SBA.
Heitman’s North American acquisitions group has 14 members focused on sourcing, underwriting and
acquiring direct real estate assets for all Heitman’s clients, including the SBA. The group is responsible
for presenting the opportunity to Heitman’s Investment Committee as well as to the SBA staff. Executing
both core and value added investment strategies, the group is led by two senior members and equity
owners of the firm, Jim Bachner and John Clement. In addition, John and Jim are supported by seven
senior sourcing officers, who have their own annual sourcing investment goals. The sourcing officers are
supported by five analysts.
Once an investment opportunity is identified, screened through Heitman’s investment allocation process
and is deemed as meeting or exceeding SBA’s investment strategy and criteria, we discuss the
opportunity with SBA’s staff. If staff concurs with our initial assessment, a more detailed underwriting
begins of the opportunity and our acquisition team enters into negotiations with the seller or its agent to
be awarded the opportunity and then enter into a non-binding letter of terms. Our underwritings include
input from Heitman’s portfolio and asset management, research, engineering and closing personnel that
will be responsible for the investment if put in the SBA portfolio. Heitman and SBA staff are in constant
communication during this phase of the process, exchanging ideas and discussing terms which ultimately
are reflected in the letter of terms which Heitman is authorize to enter into by SBA. If accepted by the
seller, and depending on the terms of the letter including time constraints, the underwriting is synthesized
into a written investment summary for presentation to Heitman’s Investment Committee. Heitman’s
Investment Committee, is chaired by Maury Tognarelli and reviews and must approve all acquisitions,
dispositions and material issues/events impacting client portfolios. After receiving Heitman’s Investment
Committee approval, SBA staff seeks its internal formal approval for the transaction. Prior to formal
approval, we are managing the process to minimize costs, if any incurred by SBA and Heitman.
Subsequent to Heitman and SBA approval, final due diligence is performed by Heitman and all third
party consultants engaged to assist in the execution. SBA has approved third party contractors that
Heitman utilizes or SBA approves those recommended by Heitman. Heitman has a dedicated in-house
group of due diligence specialists who oversee the due diligence process including contract negotiations,
physical and environmental review and closing. Heitman prepares a closing report for each investment it
makes on behalf of SBA. This report contains a strategic business plan that details the final underwriting,
the strategic plan for the asset, critical execution dates or follow ups and identification of any propertyspecific issues and proposed mitigation which need to be implemented in order to execute the business
plan for the investment.
Post acquisition, Heitman’s portfolio and asset management group assume full responsibility for the
assets that are within SBA’s portfolio managed by Heitman. The team presently responsible for the
assets totals to to 19 professionals and include Maury Tognarelli, Pete Fawcett—Director of Portfolio
Management, John Bonino, Mark Hudgins, Tony Ferrante, Karen Kurnick, Steve Lieb, and Ryan Tripton
in asset management and Scott Abate, Patrick Bartman, Noreen DeFrancesco, Joel Guerrero, Michael

Laureto, Patrick O’Malley, Peter Neulieb, Vania Park, Jeff Schroeder, Stephen Shelus, and Erika Van
Hoof in investor accounting. This group of individuals draws upon the overall resources of the firm,
including professionals in client service/marketing, compliance, construction and engineering, debt, due
diligence, human resources, information technology, public securities, and research. In total, Heitman has
250 employees in North America, Europe, and Asia.

4. The degree to which your firm’s participation in the SBA’s investment acquisition process and
independent advice comports with best practices at institutional investors comparable to the
SBA
Separate account management has been a cornerstone of our firm for over 30 years, and we have honed
our skills through multiple cycles. Our processes are tested and proven and our employees are seasoned
and passionate about real estate. Our business is structured to provide the highest level of service and
meet the unique needs of U.S. public pension separate account clients. We have built our reputation on a
track record of investing prudently on behalf of our clients and delivering superior investment
performance and exceptional client service. Today we manage separate accounts in North America
totaling $12.8 billion. Accounts range in size from $200 million to over $2 billion. Our active separate
account clients include three of the five largest U.S. pension funds.
A feature of separate account investing is that it allows investors to determine how much involvement
they will have in decision-making. In this way, a separate account investment program can be customized
to meet the needs of a particular client. Some accounts are considered “non-discretionary” where the
client retains control over a wide range of decisions, other accounts are “discretionary” where the client
delegates all decision-making to the advisor, and some accounts are a hybrid of these two approaches.
Over time, we have found that processes that are flexible and able to adapt to market circumstances are
more successful than processes that are rigid. Frequent communication between Heitman and its clients
helps to ensure that a particular investment process is revised if necessary to achieve the client’s goals in
any market environment.
Finally, one of the key values in Heitman’s mission statement is “innovation” so we are always looking
for ways to improve upon our policies and procedures and implement industry best practices. In addition,
the collaborative approach at Heitman (between groups in the company as well as between Heitman and
SBA) creates an environment where new ideas and best practices are shared frequently. After 24 years,
we believe that Heitman’s relationship with the SBA is an industry standard for how a successful real
estate separate account evolves over investment cycles as well as through organizational change.
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For Due Diligence Only
All material presented is compiled from sources believed to be reliable and current, but accuracy cannot be guaranteed. This is
not to be construed as an offer to buy or sell any financial instruments and should not be relied upon as the sole factor in an
investment making decision. As with all investments there are associated inherent risks. Please obtain and review all financial
material carefully before investing. This does not constitute a recommendation of the suitability of any investment strategy for
a particular investor. The opinions expressed herein are based on current market conditions and are subject to change without
notice. Past performance is not indicative of future results. This document is intended for one-on-one use for the intended
recipient only unless further distribution is required for public open records requirements or regulations.
With regards to participation in commingled vehicles, if the client invests in a commingled fund, the subscription agreement
and investment guidelines of that fund supersede any individualized clients guidelines or client provided investment
1
management agreement.

State Board of Administration (SBA Florida)
Request for Information
Please concisely address the following:
1. Your firm’s resources, expertise and experience with institutional investors
comparable to the SBA
2. The regulatory environment and fiduciary standards of care (including
contractual) applicable to the services your firm provides to the SBA related
to the investment acquisition process
3. Your firm’s role in the SBA’s investment acquisition process, including a
high level description of your firm’s resources and processes that support
the applicable services rendered to the SBA
4. The degree to which your firm’s participation in the SBA’s investment
acquisition process and independent advice comports with best practices at
institutional investors comparable to the SBA
Invesco Real Estate (“IRE”) was established in 1983 to provide real estate investment
management services to tax-exempt institutional clients. As of June 30, 2011, IRE
currently manages $45.4 billion of real estate investments globally in both private real
estate and public real estate securities. With 16 offices globally and 311 employees
worldwide, Invesco brings a robust, stable platform with an experienced investment
team. More specifically, IRE possesses the following competitive advantages for
institutional investors comparable to the SBA:
1) Platform: As an investment center for an integrated global organization with
approximately $598.4 billion in assets under management as of September 30,
2011, IRE benefits from both our global attributes and local presence. With a broad
range of investment product offerings (through both institutional and retail
operations) and offices in every major financial market in the world, Invesco Ltd. is
well positioned to be a leader in the investment management business. The scale
and stability of this organization provides IRE an outstanding resource and platform
from which to operate.
2) Stability: IRE's sole business is investment management and acting as a fiduciary
to our clients. We do not have many of the distractions or conflicts of interests that
our competitors do. We are not a bank, insurance company or investment bank nor
do we have other real estate related businesses (brokerage, leasing, property
management, etc.) that can distract or conflict with our fiduciary responsibilities and
detract from performance. Our diversified global platform with direct real estate and
real estate securities commingled funds and separate accounts has positioned us well
for success as a firm and to weather economic cycles to create opportunity. The best
investment managers remain fully staffed as assets and investment markets require
more attention today than ever before. While many of our competitors have reduced
staff, we have more people on staff today than we have ever had. The attractiveness
of this platform has allowed us to maintain a senior staff with extremely low turnover
and add to that staff with some of the best talent in our industry. Low turnover
among investment professionals has led us to an investment process that has been
in place and fine-tuned over our 28 year history.
3) Separate Account Heritage and Experience: IRE has managed real estate
separate accounts since the inception of our firm in 1983. We have developed
systems that provide for accountability and transparent communication with our
clients. In the last decade, we have been very selective about adding new separate
account relationships in order to effectively manage our capacity as a manager of
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private equity real estate separate accounts. A s a result, IRE is able to provide an
exceptional platform, expertise and capacity to a real estate allocation for SBA.
4) Real Estate Experience: IRE has been an active investor in institutional-quality
real estate with more than $16.2 billion invested in core and value-added
transactions since 1992. We have invested through several market cycles. Our
clients benefit from that experience as the market characteristics we are seeing
today are similar to those from previous cycles. Identifying and taking advantage of
those characteristics provide significant benefits for our clients. IRE's Portfolio
Management,
Research,
Acquisition,
Underwriting,
Due
Diligence,
Asset
Management, Financing and Disposition expertise in executing all real estate
strategies is essential to successful execution.
5) Deal Flow: IRE has a deep sourcing platform with a long heritage and track record
as a provider of real estate capital in all markets. Our existing relationships with the
top tier joint venture partners are an excellent source of deal flow. Real estate
operating companies want to partner with IRE for several reasons, including: 1) they
see us as a long-term source of capital, not a one-off partner; 2) they can build their
property management and/or leasing business; and 3) we are seen as real estate
professionals who understand the markets and assets and are good to work with.
And finally, our consistency of capital availability has kept us in the market and in
the flow of opportunities.
Invesco assumes a fiduciary role in our services including investment acquisition
services provided to the SBA. IRE was built on managing large separate account
portfolios and has acted as a fiduciary to our direct real estate separate account clients
since the inception of our firm in 1983. We have developed systems that provide for
accountability and transparent communication with our clients. Our separate account
LAMP teams spend considerable time understanding each client's objectives, constraints,
investment policies, real estate guidelines and existing real estate portfolio construction.
As mentioned, IRE has been an active investor in institutional-quality real estate with
more than $16.2 billion invested in core and value-added transactions since 1992. With
the corporate office centrally located in Dallas and regional offices in Atlanta, New York,
San Francisco and Newport Beach, IRE is able to effectively source superior acquisition
opportunities nationwide. Drawing upon our national presence and the expertise of our
senior acquisition professionals located in four regional offices, IRE possesses the indepth knowledge of the markets, properties and people necessary to source high-quality
investment opportunities.
Our continued access to proprietary deal flow can be credited to our approach to the
acquisition process. Our process involves the efforts of each of our disciplines:
Research, Acquisitions, Underwriting, Asset Management, Legal & Closing Services and
Portfolio Management. At many firms, an acquisitions officer is not only responsible for
sourcing transactions but is also required to negotiate the contract, review leases,
perform tenant interviews, coordinate third-party due diligence and close the
transaction. At IRE, our team approach incorporates the expertise of each of our
specialties to evaluate the risks associated with an investment. Given this level of
professional support, our acquisition officers are unencumbered to focus on their
expertise – to source quality investment opportunities by building relationships with
sellers and brokers of high quality assets. This process allows our acquisition officers to
cover markets effectively while also allowing them to respond in a timely fashion to
opportunities.
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Our acquisition officers maintain constant contact with sources of investment
opportunities in each of IRE’s Qualified Markets. Once a target market list has been
developed, IRE draws upon our established relationships to uncover investment
opportunities and provide information useful to the due diligence process. IRE has
developed a proprietary database of property sources for investment opportunities. The
database contains over 2,000 contacts including banks, life insurance companies,
syndicators, REITs, family trusts, property managers, brokers, mortgage bankers, and
individual owners. Our acquisition specialists are close to the markets and relationships
necessary to secure superior investment opportunities for our clients.
Because IRE has such a long and deep heritage in the institutional real estate business
nationally, IRE routinely is able to be the first call a local joint venture partner makes
regarding a sourcing opportunity. These strong, tenured working relationships
consistently provide IRE a leveraged sourcing capability in the marketplace, and
represent potential investment access for SBA that is difficult to duplicate at other firms.
The following chart depicts IRE’s Acquisition team as well as the regions they cover:

Our Acquisitions department reviews approximately 350 property submissions each
month. Once a property submission is received, it is recorded in the property submission
database. A form is completed for each submission summarizing the property
investment from a qualitative and quantitative perspective. This process forces the
acquisitions officer to immediately evaluate each submission in order to respond to the
property source on a timely basis and, more importantly, to begin pursuit of those
properties that meet client specific investment criteria. Additionally, this property
submission database serves to prevent broker conflicts and to allow the Acquisitions
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department to track the locations, property types, and prices of properties being
submitted.
For each acquisition, IRE establishes a transaction team is led by a senior professional so
that underwriting standards are consistently applied. Members of this team perform
their functions independently to provide a system of checks-and-balances and each
team member, including the portfolio manager, has the ability to veto the acquisition at
any time during due diligence.
During the formal underwriting phase, IRE’s Underwriting and Asset Management
professionals subject the asset to a comprehensive physical, financial and market
analysis. This analysis includes the property’s historical performance, lease terms and
rollover/tenant credit, and the investment’s anticipated future returns.
Before making the acquisition decision, the transaction team prepares a detailed
investment proposal that defines the major investment issues. Simultaneously, the asset
manager develops a Value Optimization Plan (property-level business plan) with the
assistance of established contacts at local management and leasing firms to assess
market and operational issues. This business plan identifies key strategies necessary to
maximize value. An important aspect of this plan is the disposition strategy, which
identifies the market and property characteristics expected to generate the optimum
sales price.
The transaction team will present the investment to the Investment Committee in a
preliminary meeting, which will allow the team to proceed with the detailed due diligence
process. Based on findings during the due diligence period, the transaction team
incorporates any necessary adjustments into the original underwriting package before
final approval is sought. This proposal is presented to the Investment Committee for
final approval. The Investment Committee is comprised of senior investment
professionals from each investment discipline-Portfolio Management, Research,
Acquisitions, Underwriting, Dispositions, Asset Management and Closing Services.
Unanimous approval is required to acquire the asset.
IRE’s standard purchase and sale agreement provides ample time for property
inspection. During this period, Closing Services professionals conduct an evaluation of
engineering, legal, environmental liability and risk management issues utilizing
independent consultants. They are responsible for anticipating and mitigating potential
problems and keeping third-party costs at a minimum. If the Investment Committee
approves the asset for purchase, Closing Services professionals finalize the transaction
according to the terms and conditions of the contract, making any price adjustments
required as a result of the due diligence.
IRE believes that we provide SBA with several competitive advantages in terms of
sourcing investments including:
•

Team Approach and Deep Market Relationships: Through IRE’s team approach,
experts from each of the firm’s disciplines focus on the various acquisition and
closing tasks and evaluate the risks associated with an investment. As a result,
IRE’s acquisition professionals are focused solely on sourcing quality investment
opportunities. This process allows acquisition professionals to cover markets most
effectively and build strong, deep relationships in each market, thus increasing
access to investment opportunities. It also provides an outstanding checks-andbalances system for the underwriting of each investment opportunity.
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•

Safe Choice for Sellers: Because of our experienced acquisitions staff, screening
process, depth of market knowledge, transparency, and transaction history, IRE
has a reputation in the investment market as a safe choice to transact with as an
organization that will do what it says it will do.

•

National Presence and Experience Staff Leads to Significant Off-Market
Transactions: In order to source the best investment opportunities, a firm must
have people “on the ground” in each major region of the country. IRE achieved
this by committing to offices in Dallas, Atlanta, New York, San Francisco and
Newport Beach and has an acquisitions team with an average of 21 years of real
estate experience. This is the best way to know the markets, properties and
people necessary to source quality investments.

Over 28 years, IRE has developed and adopted what we believe are industry bestpractices in all of our investment management disciplines and we continually strive to
learn and improve.
IRE has several methodologies and systems in place to manage risk and to ensure
consistent application of IRE’s investment acquisition philosophy and process. The first
process is our House View. On a semi-annual basis, our investment teams undertake a
formal review of our House view and submit this to the investment committee for
approval. The House View combines the empirical and anecdotal evidence from our
investment disciplines, Research, Asset Management and Acquisitions and sets forth
where we see the best relative value from both a property type allocation and market
selection standpoint – two very key decisions in providing strong relative returns.
Portfolio Management then incorporates the House View into the clients’/funds’
investment plans and is charged with implementation.
In addition to the “top-down, bottom-up” research driven process identified above, we
also have developed and implemented several operational processes to minimize risk.
The asset management of the client’s portfolio is driven by highly experienced real
estate professionals who are in continual communication with portfolio management and
all other members of the real estate investment team to assure complete market and
property knowledge is brought to bear on key decisions at the asset level. This ensures
proactive and effective decision making throughout several areas: property management
and leasing, valuations, hold/sell decisions – all areas that impact investment
performance from a ground-up standpoint.
Another key component demonstrating our risk management philosophy is the
independence and objectivity of each discipline. We believe that this organizational
structure is necessary to protect the integrity of the investment process. For example,
Research and Underwriting are independent disciplines distinct from Acquisitions with
each discipline having a representative on the Investment Committee, with full veto
authority on any given transaction.
In addition to investment acquisition services, IRE’s real estate professionals provide
separate account clients with critical Research, Underwriting, Closing Services, Asset
Management, Accounting, Product Management, Portfolio Management, Real Estate
Securities Management and Administration services as well as local market and property
knowledge.
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L&B Realty Advisors, LLP

Memorandum
To:

Steve Spook

From:

Mark Faraldo

Date:

October 19, 2011

Subject:

Expedited Requested for Information Dated 10/12/2011

8750 North Central Expressway
Suite 800
Dallas, Texas 75231-6437
Tel: 214-989-0800
Fax: 214-989-0600
www.lbrealty.com

You have asked us to respond with information on four topics. Our reply to this request
is contained in this memo. After reviewing it, let me know if you need any additional
information or if you need it presented in a different format.
1. Your firm’s resources, expertise and experience with institutional investors comparable
to the SBA
L&B HISTORY
L&B has been active in real estate since 1965. We began investment management services
for institutional clients in 1978. L&B has been in the business of underwriting, acquiring,
managing and selling core, value-added, and opportunistic real estate investments for 45
years, through all phases of market and investment cycles, in virtually every major market in
the U.S. and in all major sectors.
L&B was founded in Toronto, Canada in 1965 as a privately owned real estate investment
company whose clients were high net worth Europeans looking to diversify their assets into
North American core property. L&B opened their United States office in Chicago in 1970,
and a few years later, relocated to Dallas. In 1978, L&B gained its first institutional pension
fund client and in 1983, L&B entered into a partnership with David L. Babson & Company, a
Boston based investment firm looking to offer real estate services to their institutional
clients. In 1984, L&B registered with the SEC and in 1992 L&B was acquired by Boston based
United Asset Management (UAM) whose business model was to acquire a stable of
diversified investment managers. Shortly afterward, Babson, a privately owned and
managed firm sold out to Mass Mutual. In 2005, L&B’s two principal partners, G. Andrews
Smith, Managing Director, and Daniel L. Plumlee, President and CIO, acquired 100%
ownership from Old Mutual, plc, successor to UAM. L&B subsequently adopted an equity
sharing plan granting 15 current, active investment professionals a right to compensation
tied to future appreciation of the firm’s worth.

Interoffice Memo
Page 2
L&B is solely focused on real estate investment management. We have acquired, managed,
and sold every type of real estate asset from the largest regional mall (Tysons Corner in
Virginia) to grocery-anchored neighborhood shopping centers, from a 632,950 sf office
building in New York City (500 Fifth Avenue) to a 77,270 sf jewel-box building in
irreplaceable, high net worth locations (5500 Preston Center, next to the Dallas Country
Club), from large industrial parks in California with in excess of 1 million square feet of
space (Ontario Warehouse Portfolio) to a 235,000 sf warehouse near the City of Commerce
in California, and from high-rise multifamily communities in New York and San Francisco to
in garden-style in Plano, Texas.
PENSION & INVESTMENT RANKINGS
L&B is a midsized investment manager. We are large enough to have the resources and
expertise to service sophisticated clients, while at the same time not so large that clients
wanting to deploy capital have to wait in long queues for their slot in the rotation. Size does
make a difference in this case. By being midsized, the only time we press a non-discretionary
client for a decision on an investment is when the market forces all of us into shorter cycle
times. What our clients will not hear from L&B is that they have a few days to make an
investment decision before the opportunity has to be shown to another client standing in the
queue.
The following table shows that L&B has been very successful serving its pension fund clients.
These clients have allowed the firm to grow internally by adding assets and externally by adding
new clients.
TAX-EXEMPT INSTITUTIONAL US ASSETS AS OF
6/30/2011

2011 - Ranking

2010 Ranking

2009 Ranking

TIAA-CREF
Prudential Real Estate
J.P. Morgan Asset Mgmt.
UBS Global Real Estate
RREEF Real Estate
Heitman
Clarion/ING Clarion/ING RE
Invesco Real Estate
AEW Capital
Starwood Capital
Morgan Stanley
CB Richard Ellis Investors
Westbrook Partners
Bentall Kennedy Associates
Colony Capital
LaSalle Investment

#
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16

$MM
33,829
31,066
28,394
15,946
12,964
11,737
11,320
10,760
10,696
9,714
7,901
7,785
5,767
5,693
5,400
5,200

#
1
2
3
5
10
7
8
11
9
12
14
13
15
20
18
17

#
1
2
3
5
6
9
8
7
12
17
10
13
33
14
20
16

BlackRock Realty
New York Life Inv. Mgmt.
GE Asset Mgmt.

17
18
19

5,015
4,360
4,110

19
21
25

15
19
21

L&B Realty

20

3,727

34

37
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L&B CLIENTS
L&B’s clients include:
500 Holdings, Inc. (family office)
Affiliated Pension Trust
Alaska Permanent Fund Corporation
Chicago Laborer’s Pension Fund
Concordia Plans of the Lutheran Church – Missouri Synod
Dallas Police & Fire Pension System
Dow Chemical Company
Florida State Board of Administration
L&B Medical Properties Fund Investors, LP (10 high-net worth individuals)
Lockheed Martin Investment Management Company
Michigan Department of Treasury
New Jersey Common Pension Fund
Oklahoma Teachers’ Retirement System
Pennsylvania Public School Employees’ Retirement System
Placid Refining Company Pension Trust
San Antonio Fire & Police Pension Fund
San Diego County Construction Laborers’
Smithfield Foods
Teachers’ Retirement System of Texas
Texas Permanent School Fund
Tradewind Capital Group, Inc.
Union Carbide
University of Nevada Reno
Core real estate comprises approximately 70% of our gross assets under management. L&B’s
current core client relationships average 17 years. In fact, three of our core clients have been
with us for over 20 years.
L&B RETURNS
L&B’s skill managing money for sophisticated clients is evidenced by our superior returns.
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THE FOLLOWING NOTES APPLY TO THE PRECEDING GRAPHS.
ALL PERFORMANCE BASED FEES HAVE BEEN PAID AND RECORDED AT THE INDIVIDUAL INVESTMENT LEVEL. THE NET RETURNS SHOWN ABOVE REFLECT ACTUAL
FEES PAID.
ALL INVESTING INVOLVES THE RISK OF LOSS. PAST PERFORMANCE IS NO GUARANTEE OF FUTURE RESULTS. AN INVESTMENT WITH L&B IS SUITABLE ONLY FOR
SOPHISTICATED INVESTORS FOR WHOM AN INVESTMENT IN L&B DOES NOT CONSTITUTE A COMPLETE INVESTMENT PROGRAM AND WHO FULLY UNDERSTAND AND
ARE WILLING TO ASSUME THE RISKS INVOLVED IN L&B’S INVESTMENT STRATEGY.
THE PERFORMANCE IS CALCULATED BASED ON A TIME-WEIGHTED RETURNS. L&B’S PERFORMANCE REFLECTS THE RESULTS ACHIEVED FROM INVESTMENTS
MADE AND TAKEOVERS MANAGED ON BEHALF OF OUR CLIENTS. L&B’S CLIENTS HAVE INVESTED IN MULTIFAMILY PROPERTIES, OFFICE BUILDINGS, RETAIL
PROPERTIES, INDUSTRIAL PROPERTIES, AND A HOTEL.
THE COMPOSITE HAS THE FOLLOWING YEAR END NET ASSET VALUES (IN MILLIONS) FOR THE LAST FIVE YEARS; 2010: $2,810; 2009: $2,434; 2008; $2,645; 2007: $2,542;
2006: $2,111; 2005: $1,809.
THE NATIONAL COUNCIL OF REAL ESTATE INVESTMENT FIDUCIARIES (NCREIF) PROPERTY INDEX (NPI) REPRESENTS DATA COLLECTED FROM ITS MEMBERS. ALL
PROPERTIES HAVE BEEN ACQUIRED, AT LEAST IN PART, ON BEHALF OF TAX-EXEMPT INSTITUTIONS AND HELD IN A FIDUCIARY ENVIRONMENT. THE PROPERTIES
INCLUDE WHOLLY OWNED AND JOINT VENTURE INVESTMENTS, OPERATING PROPERTIES ONLY (NO DEVELOPMENT PROPERTIES), AND ONLY INVESTMENT GRADE,
NON-AGRICULTURAL, INCOME-PRODUCING PROPERTIES: APARTMENT, HOTELS, INDUSTRIAL, OFFICE, AND RETAIL. THE NCREIF PROPERTY INDEX IS
UNLEVERAGED AND BEFORE THE DEDUCTION OF ACQUISITION, ASSET MANAGEMENT, AND DISPOSITION FEES. THE RESULTS FROM THIS INDEX ARE INCLUDED
FOR INFORMATION PURPOSES.

2. The regulatory environment and fiduciary standards of care (including contractual)
applicable to the services your firm provides to the SBA related to the investment
acquisition process
L&B provides investment advisory services to the SBA pursuant to an Acquisition Advisory
Agreement, as amended, that imposes significant fiduciary responsibilities and obligations on L&B,
including, in pertinent part the following provisions:
From the introductory recitals: Manager acknowledges that the Board is, among other
things, the fiduciary of a tax-exempt public pension fund and recognizes the standard of care
and performance which the Board is required to observe in carrying our it fiduciary
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responsibilities. The Advisor further acknowledges that it is providing services to the Board with
respect to actions to be taken by the Board in the Board’s capacity as a fiduciary under it Florida
constitutional and statutory investment duties.

* * *
1. Performance. The Manager shall at all times discharge its obligations under this
Agreement strictly in accordance with the standards of conduct applicable under Florida law, solely
in the interests of participants and beneficiaries of the pension fund administered by the Board, and
in performing its duties shall comply with the fiduciary standards of Sections 404(a)(1)(A) through
(C) of the Employee Retirement Income Security Act of 1974 ("ERISA") (29 U.S.C. Section 1104
(a)(1)(A) and (B)). The Manager shall promptly notify the Board in writing of any proposed
acquisition of an investment or disposition of an investment that, to the knowledge of the Manager
after inquiry, involves, directly or indirectly, any conflict of interest as contemplated by the
standards applicable to a fiduciary as aforesaid, by this Agreement or otherwise.

* * *

18.

Negative Covenants of the Manager.

A.
No Affiliate Benefits. Without the prior written consent of the Board, neither the Advisor,
its affiliates nor any of their respective shareholders, partners, officers, agents or employees shall
directly or indirectly receive any benefit from any Investment Opportunity acquired on behalf of the
Board other than as contemplated by this Agreement….
Under current policy of the SBA, L&B and the SBA enter into a separate Investment
Management Agreement (each, an “IMA”) with respect to each investment made by the SBA
with respect to which L&B provides investment advice and management services. The IMA
emphasizes the fiduciary standards of care that L&B agrees are applicable to all of its investment
advisory and management activities on behalf of the SBA. Pertinent provisions include the
following:
1.
Appointment. … Manager … acknowledges that it is providing services to the
Board with respect to actions taken by the Board in the Board's capacity as a fiduciary under its
Florida constitutional and statutory investment duties. Manager acknowledges that the Board is
the fiduciary of a tax-exempt public pension fund and recognizes the standard of care and
performance with which the Board is required to observe in dealing with the fund's assets.
Manager shall discharge its duties under this Agreement with the care, skill, prudence, and
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diligence under the circumstances then prevailing that a prudent expert acting in a like capacity and
familiar with such matters would use in the conduct of an enterprise of a like character and with
like goals and investment policies.

* * *

6.

Affirmative Covenants of the Manager.

A.
Fiduciary. The Manager shall at all times discharge its obligations under
this Agreement strictly in accordance with the standards of conduct applicable under Florida law,
solely in the interests of participants and beneficiaries of the pension fund administered by the
Board, and in performing its duties shall comply with the fiduciary standards of Sections
404(a)(1)(A) and (B) of the Employee Retirement Income Security Act of 1974 ("ERISA") (29 U.S.C.
Section 1104 (a)(1)(A) and (B)). The Manager shall promptly notify the Board in writing of any
proposed acquisition of an investment or disposition of an investment that, to the knowledge of the
Manager after inquiry, involves, directly or indirectly, any conflict of interest as contemplated by
the standards applicable to a fiduciary as aforesaid, by this Agreement or otherwise.

* * *

13.

Negative Covenants of the Manager.

A.
No Affiliate Benefits. Without the prior written consent of the Board,
neither the Manager, Manager’s affiliates nor any of Manager’s respective shareholders, partners,
officers, agents or employees shall directly or indirectly receive any benefit from the Managed
Property other than as contemplated by this Agreement. A certification to this effect from the
Manager shall be required with respect to the Managed Property on an annual basis engagement
and as otherwise requested by the Board….

In addition to the fiduciary obligations and responsibilities imposed upon L&B under the Acquisition
Advisory Agreement, as amended, and under the separate IMA’s with respect to each investment
managed on behalf of the SBA by L&B, the agreements impose significant other responsibilities on
L&B with respect to the identification of “Investment Opportunities,” compliance with specified
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extensive Underwriting Guidelines, and supervision of the due diligence and closing processes.
Under these agreements, L&B is obligated to insure that all individuals and professional firms
engaged in the due diligence process have the requisite levels of skill and expertise to provide the
highest quality of service to L&B and the SBA, all in accordance with best practices in the industry.

With respect to properties acquired by the SBA and managed by L&B, the agreements obligate L&B
to provide the SBA with extensive reports, including Asset Allocation Reports, financial statements,
reposts of changes in L&B’s condition or control, reports of any conflicts of interests, property
management plans, leasing plans, marketing plans, and business plans for each property,
evaluations of each property manager, and other reports relevant to assure that the SBA is fully
informed with respect to the operation and fiscal performance of each property managed by L&B.
L&B is also obligated to provide notices to the SBA of any amendment or supplement to its Form
ADV, Parts I and II (Disclosure Statement) filed with the Securities and Exchange Commission.

In addition to the foregoing contractual provisions, L&B is aware of and is fully committed to adhear
to all SBA policies and procedures relevant to investments in the Real Estate Asset Class, including,
without limitation, the SBA policies with respect to Placement Agents. L&B is also aware of the
maintenance by the SBA of a fraud hotline to report SBA-related fraud, theft, or financial
misconduct on an anonymous basis and has communicated that information to all L&B employees
providing services to the SBA.

L&B is fully committed to assure compliance with its fiduciary obligations and further to assure that
in discharging its responsibilities under the regulatory regime established by the contracts and SBA
policies and procedures described above, the best interests of the SBA will be served.

3. Your firm’s role in the SBA’s investment acquisition process, including a high level
description of your firm’s resources and processes that support the applicable
services rendered to the SBA
Investment Management Process:
L&B’s Role in the SBA’s Real Estate Investment Process
L&B’s mandate from the Board is to find new real estate investments and to provide
investment management advisory services post acquisition. L&B shares this mandate with
two other real estate advisors. While open to L&B’s opinion and advice, the Board reserves
control over decisions pertaining to portfolio creation, vintage control, portfolio
composition among real estate product types, geographic allocations, rebalancing, and
other high-level elements of strategic portfolio management. Thus, L&B’s mandate is
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limited to tactical implementation of strategic directives given to L&B by the Board. L&B’s
acquisition process is thus more “bottom-up” in its approach than “top down”.
The bottom-up approach focuses most of its energy on analyzing and managing specific
assets to preserve capital, and to generate income and appreciation. The top-down
approach spends as much time on identifying factors that will optimize the value of the
portfolio from its creation to its eventual disposition, and will make rebalancing decisions as
these factors change. Other L&B client’s expect L&B to provide top-down strategic advice in
addition to bottom-up tactical advice.
L&B’s efforts for the Board are focused primarily on core investments. However, from time
to time, L&B makes value-added and opportunistic investments for the Board. These two
areas are given more emphasis when investors crowd into the core asset class. The
opportunistic investments currently in L&B’s pipeline fall into a category best described as
“develop-to-core” and, instead of being sold upon completion as would be the case with
most opportunistic real estate investments, are intended to join other assets in the SBA’s
“permanent” portfolio.
As evidenced by the company we keep (our clientele) and our performance (NPI beating
returns), L&B has demonstrated that we have the acquisitions, asset management,
reporting, and research resources necessary to provide institutional grade investment
management services to Florida and our other clients. In addition to having the requisite
resources, we have the proper attitude. We exist only as long as we keep our clients happy.
In addition to needing NW quadrant performance, this means that we have to provide
superb service. The length of time that some of our clients have been with us suggests that
we know how to provide this level of service. If we get it wrong, we work overtime to fix it
and make it better. As a mid-size investment advisor, we cannot afford to have a client
leave us over indifferent service. This same approach spills over into our acquisitions
process which starts with sourcing new investment opportunities.
Acquisitions Process
Sourcing
L&B’s “sourcing” relationships include contacts established through an extensive real estate
network that dates back to our founding in 1965. L&B has developed a broad spectrum of
strong relationships with owners and sellers, bankers, joint venture partners, developers,
and the sales and mortgage brokerage community. Institutional grade investment
opportunities, by their nature, are generally offered through the brokerage communities.
Brokers and sellers know that L&B will close in a timely manner and, due to the strength of
our due diligence process, with little risk of an inconvenient and arbitrary retrade at the
closing table.
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By virtue of our reputation and the reputation of our clients, the brokerage community that
handles most institutional grade sales includes L&B in essentially every marketing campaign
when they sell properties. So far this year, this has resulted in L&B’s Acquisitions
Department seeing thousands of offering submissions. The Acquisitions Department
recommended that the firm’s portfolio managers consider eighty-five of these properties.
This represented approximately $6.8 billion in potential new investments for the firm’s
clients. The portfolio managers authorized offers to be made on thirty-eight properties.
L&B made the best and final round of consideration on twenty of these opportunities. We
have closed on six and have two more in due diligence. Total new capital that has been and
will be deployed on behalf of our institutional clients this year based upon this new business
will be approximately $535 million. These investments include properties in all asset classes
and in investment sizes that ranged from as little as $3 million to as much as $230 million.
Investment Decision Making Process
L&B’s internal investment policies are depicted in the Investment Decision Making Process
chart below.

Approval Process
Once a suitable property is identified, our acquisition professionals perform an initial
underwriting to determine whether the potential investment's characteristics are consistent
with the client’s guidelines. If the proposed investment meets these criteria, it is presented
and discussed at the next weekly acquisition team meeting, which are attended by portfolio
managers. Potential investments are allocated to clients based upon guidelines and
rotation.
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Prior to the presentation of a potential SBA investment to the Investment Committee, the
responsible portfolio manager and asset manager must review and sign-off on the
investment. Following this approval, the asset is presented to our Investment Committee,
comprised of six senior professionals. Acquisition proposals require formal Investment
Committee approval at two stages: 1) prior to the commitment of significant funds to
transact due diligence and 2) prior to any binding contractual obligation. A quorum of
members must be present to approve either event, with each member having one vote.
Approval is reached by a simple majority vote.

No acquisition is completed without a site visit by the portfolio manager, the responsible
acquisition officer, the responsible asset manager and one member of the Investment
Committee.
Due Diligence Process
As part of the due diligence process, as many as seven internal departments submit reports
in specific areas of expertise: acquisition, research, asset management, development,
construction services, portfolio management, property reporting (accounting), and risk
management.
Closing
Using L&B’s team approach, our investment professionals, with extensive acquisition and
paralegal experience, prepare for closing with legal counsel. The property reporting, asset
management, and portfolio management professionals are frequently involved in the initial
sourcing and are always involved in underwriting potential acquisitions. They are therefore
able to keep the Board’s dead deal costs at a minimum by being in position to kill a potential
investment early in the due diligence process if the closing team identifies an
insurmountable problem during the review. These professionals assist the Acquisitions
Department in a final document review, audit of the financial projections prepared by
acquisition personnel, the review of the seller's files, the assimilation of information audited
by accounting personnel, review and approve estoppel certificates, and review and ensure
that all other items needed for closing are complete and correct.
Asset Management
L&B provides asset management, integral to property investment monitoring, to optimize
the performance of our clients’ investments. Our asset management team is divided across
functional lines: retail, office, industrial, and multifamily. This group is responsible for the
transition of new assets into the client portfolio and implementation of the asset strategy.
Each year the asset manager prepares a comprehensive business plan for the asset with
input from portfolio management, research and accounting which implements and/or
updates the strategy outlined at acquisition. The asset managers are responsible for

Interoffice Memo
Page 11
implementing the annual business plan, and as part of this process, they hire and
oversee leasing and property management.
The L&B asset management process includes the following responsibilities:
•
•
•
•
•
•

Participation in acquisition due diligence
Transition of new assets into the portfolio
Implementation of the asset strategy
Preparation of annual comprehensive business plan for the asset including hold/sell
analysis (with input from portfolio management and research)
Hiring of and oversight of leasing and property management
Oversight of the construction management team

Property Management
Our philosophy has always been that effective property management is a key factor in
maximizing the value of any portfolio. Property management is integral to execution of any
investment strategy as property management personnel are directly interacting with the
client/customer and provide direct feedback to the asset manager. Our responsibility is to
provide the best solution for each property by finding the most qualified property
management team available with the professionalism and personality to add a competitive
advantage to the property.
Portfolio Reporting/Exit Strategy
The portfolio manager will be responsible for ensuring the investment plan is executed
through disposition. An annual hold/sell analysis will be required on each investment to
review the following:
•
•
•
•
•
•

Investment timing relative to original investment plan
Current reinvestment alternatives
Holding period considerations
Market conditions
Condition of improvements
Overall portfolio considerations

As part of the review, a discounted cash flow analysis is conducted, along with a "holding
period" analysis which projects value in order to indicate (i) possible maximum timing of sale
and (ii) certain events required to maximize IRR (i.e., reconfiguration of tenants/space,
exercise leasing options, etc.).
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Portfolio Management
L&B has assigned to the Florida account a dedicated portfolio manager who is active in all
aspects of the Board’s L&B domiciled real estate holdings. The portfolio manager acts as the
Board’s advocate when L&B’s acquisitions staff starts the process of matching potential new
acquisitions with L&B clients, in the acquisition process when communicating the Board’s
acquisition objectives, and post-closing to ensure that these investments are managed in
accordance with the Board’s Investment Management Agreement. As the leader of the
Board’s L&B team, the portfolio manager orchestrates the interdisciplinary effort to monitor
the portfolio constantly for performance and risk management. L&B professionals will be
actively involved in all phases of the investment cycle from property selection and review,
construction oversight and sell/hold analysis and disposition oversight.
Research
Every L&B professional involved in the investment management process has unlimited
access to the L&B’s well-endowed Research Department. The material provided by this
department facilitates new investment decisions and helps manage risk in the existing
portfolio. This Department is extensively involved in strategic portfolio decisions on those
client accounts that prefer L&B to take a “top-down” approach. In keeping with L&B’s
mandate, it is extensively involved in L&B’s management of the existing SBA portfolio, but
more so at the “street-level” than from the top down.

4. The degree to which your firm’s participation in the SBA’s investment
acquisition process and independent advice comports with best practices at
institutional investors comparable to the SBA.
Adopting “best practices” requires constant monitoring of practices and approaches that
evolve from legislative efforts, industry and professional bodies, and market customs. While
no one standard-setting authority for institutional equity real estate investments exists,
three nationally recognized professional affiliations, National Association of Real Estate
Investment Managers (NAREIM), the National Council of Real Estate Investment Fiduciaries
(NCREIF), and the Pension Real Estate Association (PREA) joined forces in 1993 to identify
existing information standards for the institutional real estate industry called the Real Estate
Information Standards (REIS). REIS has evolved since then, including narrowing of the
various practices in the areas of portfolio management, performance, asset management,
financial, and valuation.
L&B has been a member of each of these professional affiliations NAREIM, NCREIF, and
PREA, and contributes to the continuing process to create standards or otherwise “narrow
the practice” in order to provide a consistent information set of the institutional investment
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community. While holding short of a blanket agreement to all REIS’s guidance, L&B agrees
with the broader themes of REIS’ standards and public endorses same. A copy of the last
revised REIS is attached.
L&B’s compliance environment is designed to assure that our clients receive the best
possible investment services and advice, consistent with the highest fiduciary standards and
industry best practices. The compliance system is outlined in our comprehensive
Investment Advisor Compliance Manual which all firm advisory personnel are required to be
familiar with, and all such personnel are required to certify their compliance with the
provisions thereof on an annual basis. The Investment Advisor Compliance Manual includes
detailed policies, procedures, requirements and documentation encompassing every critical
aspect of the firm's investment process and business operations, including the firm's
Fiduciary Policy, Code of Ethics, registration and disclosure requirements, client
documentation requirements, document retention policies, advertising and marketing
policies, personal trading rules, performance reporting, supervision procedures, privacy
policies, custody and service agreement requirements, and general ERISA matters.
L&B will continue to be actively involved with all of the various industry efforts working
together seeking a win for the industry at large to have tax exempt institutional investors
and those responsible for managing their equity real estate investments on the same page
for the overall improvement of the asset class.

MEMORANDUM
TO:

Jeff Smith, Florida State Board of Administration

FROM:

Oliver S. Williams IV, President, Hancock Agricultural Investment Group

DATE:

October 19, 2011

SUBJECT:

Hancock Agricultural Investment Group (“HAIG”) Overview

Per your request on October 12 to concisely address the following topics, HAIG provides the following
responses:
1.
Your firm’s resources, expertise and experience with institutional investors comparable to the
SBA
HAIG currently manages $1.4 billion in institutional investor funds (as of 9/30/2011), and brings expertise
and experience built upon more than 20 years in institutional farmland investment. Our clients include
multiple public pension plans such as the SBA. We have managed farmland investments on behalf of
pension funds and their beneficiaries since 1995. HAIG is an operating group of the Hancock Natural
Resource Group (HNRG), a wholly owned, indirect subsidiary of Manulife Financial Corporation. HNRG
has three operating divisions including the Hancock Timber Resource Group (“HTRG”) and Hancock
Renewable Energy Group (HREG), both of which are institutional investment managers in their respective
space.
The following table highlights HAIG’s senior management team.
Name
Oliver Williams IV
Carolyn Bailey
Kenneth Warlick
Stephen Kenney

Title
President, Director of Asset Management
Vice President, Director of Accounting & Client Reporting
Vice President, Director of Acquisitions
Vice President, Director of Business Development

Year with
HAIG
14
10
14
6

Years
Experience
19
26
27
13

Our senior management brings a cumulative 44 years with HAIG and 85 years of experience. Our key U.S.
property management relationship, responsible for the SBA’s farmland portfolio, was established in the mid
1980s as a part of the original John Hancock agricultural lending group.
HAIG employs 20 investment management professionals based in Boston, Massachusetts; Charlotte, North
Carolina; Louisville, Kentucky; Fresno, California and Des Moines, Iowa. Our property managers encompass
over 323 full-time employees throughout the U.S., Canada and Australia. Biographies for key HAIG and
property management employees have been attached as appendix 1 and 2.
2.
The regulatory environment and fiduciary standards of care (including contractual) applicable
to the services your firm provides to the SBA related to the investment acquisition process
As an investment adviser registered with the Securities and Exchange Commission (SEC) under the
Investment Advisers Act of 1940 (the Advisers Act), HNRG is required by SEC rules to have and maintain
compliance policies and procedures reasonably designed to prevent violation of the Advisers Act. In order to
meet our obligations to our clients and to operate in the highly regulated investment adviser arena, we seek to

manage our business in a well-controlled manner. The HNRG Compliance Department is responsible for
developing, implementing, monitoring and enforcing HNRG’s compliance policies and procedures.
HAIG exercises the highest degree of prudence and care when investing funds on behalf of clients and their
beneficiaries. In the process of sourcing farmland investments, HAIG identifies, evaluates and presents
attractive opportunities that meet the SBA farmland investment objectives to the SBA, which retains final
investment discretion. HAIG manages the SBA farmland account in accordance with guidelines set forth in
the Investment Advisory and Management Agreement, established September 25, 1996. Current investment
guidelines for the SBA farmland account are attached following this document and appendix 3.
3.
Your firm’s role in the SBA’s investment acquisition process, including a high level description
of your firm’s resources and processes that support the applicable services rendered to the SBA
HAIG provides the SBA with comprehensive sourcing, evaluation and due diligence of farmland
transactions. All contemplated transactions are subject to a thorough due diligence process generally
encompassing the following areas:













Area and community suitability review
USPAP Property Appraisal (Third party report)
ALTA Property Survey (Third party report)
Phase I and Phase II (as required) Environmental Site Assessments (Third party report)
Water Suitability and Availability Tests, which may include engineering studies, water legal
reviews, water quality testing and assessment and water use compliance reviews (Third party
reports)
Title Policy and Legal Issue Review (Internal and external legal counsel)
Property Reviews including water and well tests, agronomy tests, soil tests, crop insurance
reviews and yield performance evaluation. (Third party reports)
Tenant Assessment including reference verification, past farming practices and credit risk
assessment where applicable. Letters of Credit are obtained where necessary.
Insurance Requirement Review
Farm Service Agency & Natural Resource Conservation Service Reviews
Property Valuation and Investment Modeling

All investment opportunities are screened, evaluated and approved by the HAIG investment team. HAIG
uses internal and external legal counsel as needed in coordination with the SBA internal and external legal
counsel to vet acquisitions. A transaction summary highlighting the key attributes of an acquisition is
reviewed and approved by SBA prior to entering into contract to purchase. Assuming returns are acceptable,
the acquisition is placed under contract and the detailed due diligence process described above is completed
during a feasibility period where the right is retained to cancel the transaction. Once due diligence is
completed, reviewed and approved by HAIG; the results and reports are provided to SBA for their review
and approval since SBA retains final investment discretion. All investment opportunities presented to the
SBA for review and approval have also been reviewed and approved by the by HNRG’s Natural Resource
Investment Committee.

4.
The degree to which your firm’s participation in the SBA’s investment acquisition process and
independent advice comports with best practices at institutional investors comparable to the SBA
HAIG’s client base includes a combination of discretionary and non-discretionary clients. The acquisition
process is the same for both types of clients, except that non-discretionary clients retain an approval right
prior to pursuing a particular acquisition and prior to funding the acquisition (pre- and post-due diligence
approval). There are some differences in the underlying mechanics in the process. As an example, the SBA
contracts directly with a seller of an investment, while other non-discretionary clients prefer to contract
through their wholly-owned investment vehicle. To the best of our knowledge, HAIG’s participation in the
SBA investment acquisition and advisory process fully comports with the highest degree of best practices at
institutional investors comparable to the SBA.

Appendix 1: HAIG Team Bios
Carolyn M. Bailey
Vice President – Director of Financial Accounting and Client Reporting
Ms. Bailey is responsible for the financial and client reporting for Hancock's institutional farmland investment
portfolios. She joined HAIG in 2001 after 16 years with State Street Corporation where she held various
accounting positions of increasing responsibility. Most recently, she was a financial analyst responsible for
reporting on the company's $70 billion multi-currency portfolio. Prior to this position, she was the Division
Controller for global banking in the Americas and was previously Acting Branch Controller in Sydney,
Australia. Ms. Bailey holds a BA in Accounting and an MS in Accountancy from Bentley College.
cbailey@hnrg.com
Richard W. Bodio Jr.
Investment Analyst
Mr. Bodio is responsible for investment analysis, acquisitions and asset management. Prior to joining
Hancock Agricultural Investment Group, Mr. Bodio worked in Financial Strategy for Forest Systems
Management Company and Rotation Renewables. Mr. Bodio holds a B.A. in English and Philosophy from
Providence College and a MBA in Finance and Real Estate from the University of Connecticut, where he
managed a portion of the University's endowment. rbodio@hnrg.com
Tara M. Burke
Senior Financial Accountant
Ms. Burke performs the preparation of quarterly statements for HAIG clients and other general accounting
responsibilities. Prior to joining Hancock Agricultural Investment Group, she was part of the Hancock
Natural Resource Group corporate accounting team. Prior to that, she was a senior auditor with John
Hancock's Audit Group and at Deloitte and Touche. She is a member of the Association of Chartered
Accountants in the United States. Ms. Burke holds a BA in Accounting and Finance and an MBS in
Accounting from Dublin City University, Ireland. tburke@hnrg.com
Chad M. Drake
Senior Tax Accountant
Mr. Drake is responsible for the taxation work papers, reporting, filings and corporate compliance for all
HAIG clients. Prior to joining HAIG he worked for the public accounting firm Deloitte and Touche where
he was a senior tax associate focusing on REIT and Private Equity Clients. He was responsible for the
preparation of federal and state tax returns for C-Corps, S-Corps, Partnerships and public REITS. Mr. Drake
holds a BS in Accounting and Finance and a Masters of Taxation from Bentley College. cdrake@hnrg.com
Lee W. Eastland
Acquisitions Manager
Mr. Eastland is responsible for sourcing farmland and orchard properties in the Midwest, Lake States, Delta,
and some of the southern Canadian Providences to meet the investment objectives of HAIG clients. Prior to
joining HAIG, Lee held positions with prominent agribusiness lenders, including the John Hancock Bond
and Corporate Finance Group and also did agribusiness and farmland appraisal work. He earned a B.S. in
Agricultural Education with emphasis in Economics and Animal Science from the University of Minnesota.
Lee Also Completed the Northwestern University Kellogg School of Business Executive Development
Program, Texas A&M University Executive Agricultural Producers Program, and Purdue University Indiana
Banking School. He also earned an Accredited Rural Appraiser designation with the completion of the course
work and examinations with the American Society of Farm Managers and Rural Appraisers. He is a member
of the American Society of Farm Managers and Rural Appraisers with the ARA designation. Mr. Eastland
grew up on a farm in western Minnesota and has extensive work experience throughout the United States.
leastland@hnrg.com

Daniel H. Eccles
Controller
Mr. Eccles is responsible for the client financial operations for Hancock's institutional farmland investment
portfolios. Prior to joining HAIG he worked for the Boston Bruins in which he oversaw all financial
reporting and financial analysis. Before that he worked in various investment and public accounting firms,
including Bain Capital LLC, Eaton Vance Corp and PricewaterhouseCoopers. Mr. Eccles holds a BA in
Accounting from Suffolk University. deccles@hnrg.com
Stephen A. Kenney
Vice President - Business Development
Mr. Kenney is responsible for marketing and new business development for HAIG. Previously, Mr. Kenney
assisted with portfolio management and investment analysis for HAIG's institutional farmland investment
program. Prior to joining HAIG in 2005, Stephen was a business analyst for a securities processing institution
responsible for credit risk management and prior to that he held banking and finance positions with Wells
Fargo and Morgan Stanley. He is chairman of the NCREIF Farmland Committee. Mr. Kenney holds a BS in
Finance from Iowa State University and a MS in Finance from Brandeis University and farms part-time with
his family in Iowa. skenney@hnrg.com
Perry R. Means
Senior Financial Accountant
Mr. Means is responsible for the preparation of quarterly statements for HAIG clients and other general
accounting responsibilities. Before joining HAIG, he worked at State Street Corporation as an Assistant
Director of Fund Administration. Prior to that he worked at JP Morgan Chase as a Fund Administration
Supervisor. Mr. Means holds a BS in Accounting with a concentration in Finance from Tuskegee University.
Mr. Means was raised on a crop and livestock farm near Mobile, Alabama. pmeans@hnrg.com
Melanie R. Murphy
Senior Investment Analyst
Ms. Murphy is responsible for investment analysis, portfolio monitoring and client reporting for Hancock's
institutional farmland investment program. Prior to joining HAIG, Ms. Murphy performed financial analysis
and research with a management advisory group and a global healthcare investment firm. She graduated
magna cum laude from the University of Connecticut with a B.S. in Resource Economics and an M.S. in
Agricultural Economics. mmurphy@hnrg.com
James H. Neyhard
Senior Investment Analyst
Mr. Neyhard assists with asset management, commodity research, and investment analysis. Prior to joining
Hancock Agricultural Investment Group, Mr. Neyhard was a statistician with the National Agricultural
Statistics Service of the United States Department of Agriculture. In this position Mr. Neyhard was
responsible for developing state level estimates of various livestock commodities. He holds a B.S. in
Environmental and Renewable Resource Economics from the Pennsylvania State University and a M.S. in
Applied Economics and Management, with a concentration in farm management and production economics,
from Cornell University. He was raised on a dairy farm in Pennsylvania. jneyhard@hnrg.com

Beatrice A Porter, CPA
Senior Investment Analyst
Ms. Porter assists with risk management activities as well as valuation and investment analysis. Prior to joining
Hancock Agricultural Investment Group, she was a senior portfolio analyst researching food and agribusiness
companies for John Hancock's Bond and Corporate Finance Group, and an audit manager for John
Hancock's Audit Group, with a focus on investments. Prior to joining John Hancock in 1998, Ms. Porter, a
certified public accountant, worked for PriceWaterhouseCoopers in its investment management, real estate,
and banking operations practices. Ms. Porter holds a B.S. in Accounting from Virginia Tech. She was raised
on a cattle and crop farm in western New York. bporter@hnrg.com
Brent Reed
West Coast Acquisitions Manager
Mr. Reed is responsible for sourcing farmland, vineyards, nuts and orchard properties throughout the
California and the West Coast to meet the investment objectives of HAIG clients. He has 20 plus years of
experience in agricultural investments. Prior to joining HAIG, Mr. Reed held positions with prominent
agribusiness lenders such as Vice President, Sr. Relationship Manager for Rabo AgriFinance and Investment
Manger for MetLife Agricultural Investments. He earned a B.S. in Agricultural Business from California State
University of Fresno. He is a member of the American Society of Farm Managers and Rural Appraisers, and
past board member/treasure of the Ag Lenders Society of California. He grew up on his family's farm near
Porterville, California and resides on his small treefruit ranch in Tulare County, California.
brent.reed@hnrg.com
Carmen Y. Sam
Assistant Controller
Ms. Sam performs the preparation of quarterly statements for HAIG clients and other general accounting
responsibilities. Before joining HAIG, she worked at State Street Research and Management Company as a
Revenue Reporting Manager. Prior to that, she worked at Fidelity Investments as a Senior Payment Analyst.
She also earned international accounting experience working at various companies in Hong Kong, China,
prior to moving to the United States. Ms. Sam holds an MS in Accounting from Suffolk University and also
achieved the following designations: Professional Level of Association of Chartered Certified Accountants
(ACCA) and Hong Kong Society of Accountants Joint Examination (HKSA); Final Level of the Association
of Accounting Technicians (AAT - UK); and Final Level of the London Chamber of Commerce and Industry
Examination (LCC) in Accounting and Cost Accounting. csam@hnrg.com
Kenneth L. Warlick
Vice President - Director of Acquisitions
Mr. Warlick is responsible for sourcing farmland, vineyard and orchard properties across North America and
other select regions to meet the investment objectives of HAIG clients. Prior to joining HAIG, he held senior
positions with several prominent agribusiness lenders, including the John Hancock Bond and Corporate
Finance Group. He earned a B.S. in Agricultural economics and an M.A. in Agribusiness from Texas A&M
University. He also earned a degree from the Southwest Graduate School of Banking at Southern Methodist
University. He is a member of the American Society of Farm Managers and Rural Appraisers, the Land
Managers Association and numerous industry associations. In his former role at CoBank, as a lender he also
served as a non-voting board observer for many large agricultural cooperatives. Mr. Warlick grew up in a
farming family near College Station, Texas and retains an interest in his family farm in Burleson County.
kwarlick@hnrg.com

Oliver S. Williams IV, CFA
Senior Vice President – President
Mr. Williams coordinates asset management activities for HAIG, with a special focus operations, risk
management, valuations, transaction underwriting and finance. Prior to joining HAIG in 1997, he spent five
years with the First Pioneer Farm Credit, ACA, one of the largest farm credit associations in the country. At
Farm Credit, he was responsible for evaluating and appraising farmland and farm businesses for potential
loans. He also managed a farm loan portfolio, which included both row and permanent cropland. He is a
member of the American Society of Farm Managers and Rural Appraisers, the Association for Investment
Management and Research and the Boston Security Analysts Society. He has a BS in Agricultural Economics,
with a concentration in finance, from Cornell University. Mr. Williams grew up on a poultry and grain farm in
western New York. owilliams@hnrg.com
Jacki L. Zommers
Assistant Controller
Ms. Zommers is responsible for quarterly statement preparation for HAIG clients and other general
accounting responsibilities. She brings to HAIG extensive, broad-based accounting experience and
experience in financial system conversion. Prior to joining HAIG, she was general ledger manager at State
Street Research and Management. She also served as vice president of operations and finance for a local
publishing company. Ms. Zommers holds a BA in mathematics from Tufts University, an accounting
certificate from Bentley College, and an MBA with a concentration in MIS from Bentley.
jzommers@hnrg.com

Appendix B: Property Manager Bios
United States
David Baughman
Vice President, Farmland Management Services, Champaign, Illinois
Mr. Baughman directs property acquisitions, leases and sales in the area East of the Rocky Mountains. Prior
to joining FMS in 1995, he worked for John Hancock for seven years, and for the company now known as
Aventis Crop Science for eight years in the promotion of herbicides, plant growth regulators and insecticides
to distributors, dealers and farmers. Mr. Baughman holds a BS in Agronomy from Ohio State University. He
is a licensed real estate salesperson and a member of the American Society of Farm Managers and Rural
Appraisers.
Carl Evers, Jr.
Vice President, Farmland Management Services, Turlock, California
Mr. Evers oversees the development and farming operations for 40,000 acres of orchards and vineyards in
California's Central Valley. Prior to joining FMS in 1987, Mr. Evers farmed permanent and row cropland for
Newhall Land & Farming Co. He holds a BS in Agricultural Management from California Polytechnic State
University in San Luis Obispo and a MBA from Golden Gate University at San Francisco. Mr. Evers is a
member of the American Society of Farm Managers and Rural Appraisers.
Joseph Silveira
President and Principal, Farmland Management Services, Turlock, California
Mr. Silveira directs U.S. property operations, acquisitions, leases and sales for HAIG. Prior to joining FMS in
1985, Mr. Silveira was with the Newhall Land and Farming Company of Valencia, California for 10 years,
most recently as Ranch Manager. He also served as Director of Farm Management for Landsing Farms in
Menlo Park, California. He holds a BS in Mechanized Agriculture from California Polytechnic State
University in San Luis Obispo and is a member of the American Society of Farm Managers and Rural
Appraisers and serves on the Board of Directors of Diamond Foods.
Kim Ledbetter-Bronson
Executive Vice President, Vino Farms, LLC, Lodi, California
Ms. Ledbetter-Bronson oversees the day to day functions of the corporate office for Vino Farms, LLC. In
this role she oversees the reporting and administrative aspects of the corporate activities for Vino Farms,
LLC which currently farms more than 10,000 acres of premium wine grapes in Napa, Sonoma, Yolo, and
several other counties in California. Vino Farms, LLC employs approximately 150 full-time and 450 seasonal
employees. Prior to joining Vino Farms, LLC, Ms. Ledbetter-Bronson gained broad experience in the wine
industry through work with the Lodi Woodbridge Winegrape Commission, as well as lab experience with
Sebastiani winery and operations experience at Byron winery. Ms. Ledbetter-Bronson is a member of several
wine industry organizations including the American Society of Enology and Viticulture and the Winegrape
Growers of American as well as the California Association of Winegrape Growers where she has served as
chair and interim president. Ms. Ledbetter holds a B.S. in Agricultural Business from California Polytechnic
State University.

Craig Ledbetter
Vice President of Sales, Vino Farms, LLC, Lodi, California
Mr. Ledbetter oversees the day to day operations on approximately 5,000 acres of wine grapes in the Lodi
area and is charged with all grape sales. In addition, Craig has played an integral role in the development of
the Lodi Rules, a third party certification process for sustainable vineyards developed by the Lodi Winegrape
Commission. Vino Farms, LLC currently farms more than 10,000 acres of premium wine grapes in Napa,
Sonoma, Yolo, and several other counties in California. Vino Farms, Inc. employs approximately 150 fulltime and 450 seasonal employees. Prior to joining Vino Farms, LLC, Mr. Ledbetter worked as a salesman for
Yosemite Technologies and also worked for Wells Fargo bank. While completing his degree, Craig expanded
his agricultural operations experience by working for Campbell’s within its tomato production group. Mr.
Ledbetter holds a B.S. in Agricultural Economics from California State University, Fresno and is an active
member of several agricultural organizations including the California Association of Winegrape Growers, the
Winegrape Growers of America, and the San Joaquin County Farm Bureau where he served as Director.
Jim Ledbetter
President Vino Farms, LLC, Healdsburg, California
Mr. Ledbetter manages the operations for the wine grape properties located in the coastal regions of
California including Napa and Sonoma counties as well as the Paso Robles and Santa Barbara areas. Mr.
Ledbetter, along with his brother John and father Keith, founded Vino Farms, LLC and built it to its present
size of more than 10,000 acres of premium wine grapes in Napa, Sonoma, Yolo, and several other counties in
California. Vino Farms, Inc. employs approximately 150 full-time and 450 seasonal employees. Mr. Ledbetter
has held several leadership positions within the wine industry including President and Director of the Sonoma
County Grape Growers Association, Director of the American Vineyard Foundation, and Vice Chairman of
the California Association of Winegrape Growers. Mr. Ledbetter holds a B.S. in Business Administration
from California State University, Fresno.
John Ledbetter
Chief Financial Officer, Vino Farms, LLC, Lodi California
Mr. Ledbetter directs financial and corporate activities at Vino Farms, LLC. Having joined Vino Farms, LLC
in 1978, Mr. Ledbetter along with his brother Jim and father Keith worked to build the business from
managing just over a thousand acres of vines to its present size. Vino Farms, LLC currently farms more than
10,000 acres of premium wine grapes in Napa, Sonoma, Yolo, and several other counties in California. Vino
Farms, Inc. employs approximately 150 full-time and 450 seasonal employees. Prior to joining Vino Farms,
LLC, Mr. Ledbetter served six years with the United States Navy and also served as branch manger of the
Farm Credit System office located in Fresno, California. Mr. Ledbetter has held several leadership positions
within the wine industry including Chairman of the California Association of Winegrape Growers, ViceChairman of the Winegrape Growers of America, and President of Lodi District Grape Growers. Mr.
Ledbetter holds a B.S. in Agricultural Economics from California State University, Fresno.
Marissa Ledbetter
Vice President of Operations, Vino Farms, LLC Healdsburg, California
Ms. Ledbetter directs operations for Vino Farms for vineyards located in Sonoma and Napa, California. She
takes part in all aspects of the new vineyard development and redevelopment and grape harvest. Ms.
Ledbetter is a graduate from California Polytechnic State University, San Luis Obispo, with a B.S. in
Agricultural Business and a minor in Wine & Viticulture. Past experiences include working for a medium
sized winery in the heart of the Edna Valley as a Tasting Room Manager and as General Manager at
Abundance Vineyards located in Lodi, California. Ms. Ledbetter is a member of the California Association of
Winegrape Growers and Winegrape Growers of America.

Australia
Andrew Strahley
Managing Director, Hancock FARM Company Pty Ltd. – Australia
Mr. Strahley is the Managing Director of Hancock Farm Company PTY, the property manager for HAIG
Farmland in Australia. Mr. Strahley joined HFC at its inception in 2000 and has over 24 years experience in
farmland agriculture, both domestic (Australia) and international, with 19 years in senior management
positions with ConAgra (AMH), Mitsubishi (Aust) and the Australian Meat and Livestock Corporation
(AMLC) . As property manager, he oversees HFCs Australian properties including asset acquisitions and
operations. Mr. Strahley holds a degree in Applied Science in Agriculture, studying at the Charles Stuart
University at Wagga. Mr. Strahley's family farms cereal crops and livestock and he is a member of the
Australian Institute of Agricultural Science & Technology and serves as a Director on several agricultural
boards
Canada
Donna Jeffers
President, Canneberges Becancour Management, Carver, Massachusetts
Ms. Jeffers, a U.S. citizen and resident of Massachusetts, is President of Canneberges Bécancour
Management, which manages cranberry operations in Quebec, Canada. Ms. Jeffers has been a part of the
cranberry industry for several years as she served as board member of the Cape Cod Cranberry Growers
Association for more than 17 years and founded Hiller Farms, LLC which processes and packages fresh
cranberries. During her career in the public sector, Ms. Jeffers worked in several cabinet positions across the
U.S. overseeing the system administration of various hospital, prison and community based programs.
Ms. Jeffers holds a BA from Connecticut College as well as an MPA from the University of Pennsylvania and
an MBA from Boston College.
Luc DeCubber
General Manager, Canneberges Becancour Management, St. Louis Le Blanford, Quebec
Mr. DeCubber, a Canadian citizen, is part-owner and General Manager of Canneberges Bécancour
Management. Mr. DeCubber has been General Manager since the founding of the company in 1996 and is
responsible for the day to day operations in this role. Previously Mr. DeCubber gained experience in the
cranberry industry through his employment with Atoka Cranberries as well as his service as a board member
for Québec Growers Association and the Canadian Cranberry Association. Before beginning his career in the
cranberry industry, Mr. DeCubber gained ten years of experience in the financial industry working as a senior
account manager for a major Canadian bank where he was charged with portfolio management and new
business development. Mr. DeCubber holds a B.S. in Agronomy from Laval University and is currently
completing the requirements for an M.B.A. degree with a concentration in agri-business.
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to provide the highest quality of professional service to our clients;
to adhere to the highest ethical standards;
to offer our skills and talents for the betterment of the legal profession and the diverse
communities in which we practice;
to maintain a culture of collegiality in which we help each other to best serve our clients, our
profession and our communities; and
to develop, support and encourage new generations of lawyers to carry on our commitment
to excellence, integrity, diversity and collegiality.
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SIDLEY AUSTIN LLP

INVESTMENT FUNDS, ADVISERS AND DERIVATIVES
Sidley has a premier, global practice in structuring and advising investment funds and advisers.
The Investment Funds, Advisers and Derivatives practice group serves virtually every type of
investment fund and investment manager as well as many other market participants. The
group has more than 120 corporate, securities and derivatives lawyers dedicated to investment
fund, investment management and derivatives work worldwide, with lawyers practicing in
New York, Chicago, London, Hong Kong, Singapore, Tokyo, Los Angeles and San Francisco.
We have substantial experience organizing and advising with respect to: funds registered
under the Investment Company Act of 1940 (mutual funds and registered closed-end funds);
hedge funds (specializing in all investment strategies and instruments, including debt, equity,
derivatives, foreign currencies, commodities, structured finance securities and combinations of
the foregoing); commodity pools; exchange-traded funds (“ETFs”); private equity and venture
capital funds; real estate funds and REITs; hedge fund and private equity funds of funds (both
unregistered and registered under the Investment Company Act); business development
companies; and employees’ securities companies. Our advice also covers the broad scope of
legal and compliance issues that are faced by funds, their advisers and their boards under the
laws and regulations of the various jurisdictions in which they operate. In particular, we advise
our clients regarding complex federal and state laws and regulations governing securities,
funds and advisers, including the Dodd-Frank Act, the Investment Company Act, the
Investment Advisers Act of 1940, the Securities Act of 1933, the Securities Exchange Act of 1934,
the Commodity Exchange Act, the USA PATRIOT Act and comparable laws in non-U.S.
jurisdictions. We are also often asked to analyze and resolve issues regarding the availability of
an exemption or other basis for avoiding registration under the Investment Company Act or the
Investment Advisers Act.
On behalf of our investment manager clients as well as banks, broker-dealers, corporations, and
clearing firms, we advise on a broad array of derivatives and structured transactions, including
structured notes, swaps, options, futures, forwards, and repurchase and reverse-repurchase
transactions. In providing these services, we liaise with derivatives lawyers on other teams
throughout the firm. We also provide a broad range of counseling on securities and derivatives
regulatory matters, including counseling exchanges, clearinghouses, brokers and traders with
respect to the regulation of OTC and exchange-traded derivatives. Our practice brings us into
frequent contact with the departments of government, regulatory agencies and exchanges that
supervise the securities and derivatives markets.
On behalf of our investment manager and institutional investor clients, we advise on the
deployment of capital in private equity and merger and acquisition transactions, including in
connection with direct investment and co-investment transactions.
Sidley represents its investment fund clients on investments in debt of all types, including
distressed structured products. Sidley represented the Managed Funds Association in
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connection with the negotiation of the TALF customer agreement. In addition, we advise
clients on legal issues related to the purchase and sale of loans and securities of distressed and
bankrupt companies, including accounts receivable, trade claims and bank debt, both
domestically and in Europe.
The principal strengths of our practice are our substantive breadth and geographical reach. We
believe that we are one of very few firms that is capable of serving clients with in-depth
coverage in each and every substantive investment management, fund and derivatives
discipline in the United States, Europe, and Asia.

RECENT RECOGNITION
 Sidley has been named the “Best North American Law Firm” in the 2011 Hedgeweek
Awards. The second annual Hedgeweek Awards recognize the leaders in the industry and
were decided by the votes of Hedgeweek’s nearly 41,000 subscribers, who include individual
and institutional investors as well as managers and other industry professionals at firms
including fund administrators, prime brokers, custodians and advisers.
 Recently in 2011, six individual partners from Sidley were recognized in The International
Who’s Who of Private Funds Lawyers, published by Who’s Who Legal, including Susan Lewis
and Mike Schmidtberger [New York], Bill Kerr and Dave Sawyier [Chicago], Effie
Vasilopoulos [Hong Kong] and Bruce Gardner [London].
 In the 2010 edition of Chambers USA: America’s Leading Lawyers for Business, Sidley was
recognized in 80 of our practice areas nationwide and in the states in which our lawyers
practice, and received number one rankings in 20 of our practice areas, including
Investment Funds: Hedge Funds.
 In 2010, Sidley received first-tier national rankings for its Private Funds / Hedge Funds,
Derivatives & Futures and Mutual Funds Practices in the inaugural U.S.News - Best Lawyers
“Best Law Firms” survey, published by U.S.News & World Report, and the most first-tier
national rankings of any U.S. law firm overall.
 In 2008, the firm was named “Investment Funds Team of the Year for the U.S.” by
Chambers and Partners.
 Institutional Investor’s Alpha Magazine ranked Sidley as the number one "onshore" (U.S.)
hedge fund law firm in 2006 and 2007 and second overall in 2008 and 2009 in the Alpha
Awards™ for hedge fund legal service providers. In the 2009 survey, Sidley placed first in
the sub-categories of client service and document preparation/fund formation, in each case
for managers with over $1 billion under management. The Alpha Award rankings are
based on a polling of more than 650 hedge fund firms, which collectively manage more than
$1.1 trillion.
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 Sidley was named as the 2009 Best Onshore Law Firm in Hedge Fund Manager (HFM) Week’s
inaugural U.S. Service Provider Awards. HFM Week is a weekly publication produced for
the international hedge fund community. Sidley was also shortlisted and “highly
commended” in the category of Best Onshore Law Firm at HFM’s European Hedge Fund
Services Awards 2010.
 Sidley was named the Best Law Firm for Alternative Assets in the AsianInvestor 2010 and
2008 Service Provider Awards.
 In 2009, Sidley was named as best onshore law firm for asset management in Japan by
AsianInvestor.
 In 2007, Sidley was named Investment Funds Law Firm of the Year by Asian Legal Business.
 Reports in The American Lawyer ranked Sidley among the leading U.S. law firms
representing mutual funds, based on assets under management.

INVESTMENT FUNDS AND ADVISERS
For decades Sidley has had a strong commitment to, and has been a recognized leader in,
counseling traditional and alternative asset managers.
We represent hundreds of investment advisers, commodity pool operators, commodity trading
advisors and mutual fund boards of directors, including some of the most prominent names in
alternative and traditional asset management. We also regularly counsel start-up managers—
and those seeding them—regarding the structuring of their businesses and funds. We have
advised with respect to thousands of registered and unregistered funds in virtually every
financial center in the world.
Sidley is consistently recognized by our clients, peers and the investment management industry
as providing outstanding client service and market-leading advice. We are at the forefront in
new product development, participating in the structuring, organization, registration, servicing
and/or distribution of a wide array of innovative funds, derivative instruments and structured
investment products, including:
Hedge Funds — the full scope of hedge fund structures, products and offerings, including
principal-protected note offerings backed by hedge fund assets.
Permanent Capital Transactions — the first medium-term note program backed by hedge
funds, raising permanent capital for investment and trading purposes.
Alternative Asset Manager IPO — underwriter's counsel in the first U.S. initial public offering
listed on the NYSE of interests in an alternative asset management company.
Manager Acquisitions and Seedings — counsel to both managers and buyers/seed investors
on a wide array of acquisitions of managers and stakes therein, as well as seed investments.
SIDLEY AUSTIN LLP
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Money Market Funds — counsel to both funds and investment banks on regulatory compliance
and structuring products to be eligible for purchase by money market funds, including acting as
counsel in structuring among the first money fund-eligible preferred share and extendible note
products.
ETFs — registered as investment companies and commodity pools, including the first
commodity index ETF and the first leveraged currency ETF.
Funds of Private Equity Funds — the first fund of private equity funds registered under the
Investment Company Act and the largest secondary fund of funds private equity funds roll-up
transaction.
Publicly Offered Venture Capital Partnerships — the first publicly offered partnership
designed to invest in venture capital opportunities.
Innovative Fund Products in Asia — development of a variety of innovative fund products in
Asia, including the first Hong Kong exchange traded fund and the first property fund in
mainland China with direct foreign investment.
Private Real Estate Fund for Properties in Turkey — fund counsel on an offering of a private
real estate fund investing in properties in Turkey.
Principal Protected Funds — numerous U.S. and non-U.S. principal protected funds.
Business Development Companies — several of the first funds organized and registered as
BDCs.
Commodity Pools — many of the first private and public commodity pools.
Master-Feeder Structures — U.S. and non-U.S. master-feeder structures for a variety of public
and private funds.
Employees' Securities Companies — numerous funds qualifying as employees' securities
companies under the Investment Company Act.
REIT M&A — Represented Equity Office Properties in its acquisition by Blackstone, one of the
largest leveraged buyout transactions in history.
GLOBAL PRACTICE
As our clients have grown more global, so have we. Our London and Hong Kong offices have a
robust and growing base of European and Asian clients that our U.S. offices service with respect
to U.S. legal and regulatory matters. Likewise, our London and Hong Kong offices regularly
advise our U.S.-based clients with respect to applicable laws and regulations and product
distribution in Europe and Asia.
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All of our offices work with service providers in fund-friendly jurisdictions to organize
investment funds and transactions. Such non-U.S. funds include numerous exchange-listed,
credit-enhanced, master-feeder, multi-series and other non-standard structures. We work
closely with a large network of counsel, accountants and administrators in Europe, Asia, the
Caribbean jurisdictions and other tax havens.
Sidley has significant fund management, hedge fund, and private equity experience in Asia,
and was named Investment Funds Law Firm of the Year 2007 by Asian Legal Business.
We have assisted in developing a number of innovative investment products, many of which
have been the first of their kinds in Hong Kong and elsewhere in Asia:
 The first exchange-traded funds to be traded under the Hong Kong Stock Exchange’s pilot
program;
 The first property fund to be established in mainland China with direct foreign investment;
 The first distressed debt funds in Asia;
 The first “with profits” funds to be offered in Asia;
 The first SRI funds utilizing a “Socially Responsible Investment” mandate to be authorized
in Hong Kong;
 The first U.S. investment-linked annuity products to be offered in Hong Kong; and
 The first SME cross-border funds in Korea and Taiwan.
BROAD, SOPHISTICATED CLIENT BASE
Our clients, located in and outside the United States, include sponsors and managers of hedge
funds, private equity/venture capital funds, real estate funds, funds of funds and access funds,
mutual funds and closed-end funds as well as fund boards, investment advisers, commodity
pool operators, commodity trading advisors, banks, securities and futures brokerage firms,
multinational institutional investors, venture capitalists, professional trustee companies,
pension plans, state-owned enterprises and government entities and other participants in the
U.S. and non-U.S. securities and derivatives markets.
COMPREHENSIVE LEGAL ADVICE
We provide clients with “one-stop shopping,” providing them with a resource for any legal
need that may arise. In serving our clients, our group utilizes the extensive experience of
Sidley's other practice areas, including corporate, securities and broker-dealer regulatory, tax,
employee benefits, ERISA, banking, bankruptcy, estate planning, intellectual property, real
estate, merger and acquisition, private equity finance, public finance, labor and litigation.
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HEDGE FUNDS
We have organized funds for and provide ongoing representation to hundreds of hedge fund
managers. Our hedge fund clients utilize a wide variety of investment strategies executed in
the equities, fixed income and derivatives markets.
We provide a full range of legal services to our hedge fund clients, including advice on legal
structure and other formation issues (including master-feeder, side-by-side and umbrella fund
structures), securities and derivatives regulatory matters, business term alternatives, marketing
arrangements, trading documentation, exchange listing, Blue sky requirements, internet usage
and tax and ERISA matters. In addition, we regularly counsel hedge fund managers regarding
their regulatory and compliance obligations.

COMMODITY POOLS
Sidley has one of the world's premier commodity pool practices. We assisted our clients in
developing some of the first public commodity pools in the 1970s. Since then, we have
organized and provide ongoing representation to hundreds of publicly offered and privately
placed commodity pools and their commodity pool operators and commodity trading advisors.
We provide a full range of legal services to our commodity pool clients, including those types
noted above in respect of hedge funds.

REGISTERED FUNDS
Reports by The American Lawyer rank Sidley among the leading U.S. law firms that represent
mutual funds (based on assets under management). We have more than 30 years of experience
advising clients with respect to the myriad regulations applicable to registered funds. Our
representation of registered investment companies dates back to the tremendous surge in
popularity of mutual funds in the 1970s, and today a significant portion of our practice is
dedicated to ongoing representation of registered open-end and closed-end funds as well as the
boards that supervise them. As the registered fund industry has grown and transformed, we
have kept pace with all aspects of new product development and regulation.
INVESTMENT COMPANY STATUS ISSUES
Sidley regularly advises clients regarding the applicability of the Investment Company Act of
1940 to various types of holding companies, financial institutions and other operating
companies, such as industrial corporations, banks, insurance companies and finance
subsidiaries. We address such issues on behalf of U.S. domestic and international issuers, as
well as governments or quasi-governmental entities, including development banks and several
types of municipal enterprises.

EXCHANGE-TRADED FUNDS
Sidley lawyers have been involved in offerings by ETFs that are registered as investment
companies and commodity pools, including the first commodity pool to be listed on a securities
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exchange in the United States. Our work includes preparation of registration statements, “no
action” relief work before the CFTC and SEC in connection with both regulatory requirements
and securities exchange listing and trading requirements, 19b-4 stock exchange listing
applications, short sales relief and disclosure and reporting requirements.

PRIVATE EQUITY
PRIVATE EQUITY AND VENTURE CAPITAL FUNDS
Sidley regularly advises clients on the structuring, organization and offering of private equity
and venture capital funds, and fund of funds transactions, including traditional leveraged
buyout and start-up funds, as well as funds structured around specific investment products
such as real estate, energy companies and insurance companies.
We provide a full range of legal services to our private equity and venture capital fund clients,
including advice on regulatory matters, choice of jurisdictions, choice of entity forms, business
term alternatives, marketing arrangements and tax and ERISA matters. We also represent
institutional clients, including foreign governments and instrumentalities, state pension plans,
college endowments, corporate clients and family offices in connection with significant
investments in these funds and address a broad spectrum of regulatory issues related to
industry-specific and geographic-specific limitations.
Together with the firm's corporate group, we represent our private equity and venture capital
fund clients in connection with the structuring and documentation of their investments in
portfolio companies, including co-investments with private equity fund sponsors and direct
investments.
We have over 20 years experience in advising clients in the disposition of large portfolio pools
of private equity, venture capital and similar fund interests, both in private placement and
auction processes.
We also provide advice on complex tax, intellectual property, litigation, corporate, financing,
bankruptcy and environmental matters relating to these transactions.
REAL ESTATE PRIVATE EQUITY AND JOINT VENTURES
In recent years, the real estate market has seen a vastly expanded demand for less traditional,
more diverse financing products. In response, Sidley has developed a substantial practice in
preferred equity and joint venture transactions representing an array of clients, including
investment banks, opportunity and private equity funds, pension funds, bank affiliates and
mortgage REITs. These clients are typically expanding their activities from traditional
mortgage-based lending to mezzanine and other equity-based transactions, and are looking to
invest both domestically and offshore. In addition, we represent owners seeking to attract
acquisition and development financing or to monetize their portfolios to maximum leverage.
We also represent institutional investors in connection with their worldwide real estate
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investing, including through joint ventures and dedicated investment funds. Working closely
with our colleagues in the tax and ERISA practices, we structure, negotiate and craft documents
appropriate for each particular venture. Depending on its type, location and financing, the
venture vehicle may be a general or limited partnership, a limited liability company or a master
venture comprised of multiple investment vehicles.

PRIVATE REAL ESTATE FUNDS
Sidley provides a full range of legal services to our private real estate fund clients, including
fund structure and formation issues, business term alternatives, tax and ERISA analyses,
marketing arrangements, securities regulatory matters, and GP structure and formation issues.
We have experience in forming traditional, committed capital private real estate funds, real
estate-related hedge funds, open-end private real estate funds and SEC-registered real estate
funds. In connection with our private real estate fund work, we work extensively with sponsors
in their GP structuring, including joint ventures. We have represented many sponsors in private
real estate fund formation, including Canyon, Clifford Capital, Deutsche Bank/RREEF,
Starwood, Madison Capital, Marathon and Merrill Lynch. We also represent institutional
clients, including foreign governments and instrumentalities, state pension plans, college
endowments, corporate clients and family offices in connection with significant investments in
these funds. We have represented many of these clients in their portfolio investment
transactional work subsequent to fund formation. In this regard, recently we have been active
on behalf of private real estate funds in structuring and executing real estate transactions
outside of the United States, particularly in Europe. We have been active in forming REITs as
vehicles on behalf of real estate funds for real estate investment in the United States. We also
represent placement agents in their private real estate fund offerings.

REAL ESTATE INVESTMENT TRUSTS
Our commitment to client service, capital markets dominance and M&A successes distinguishes
our work in the REIT industry. Sidley is consistently ranked by Thomson Reuters as one of the
top counsels in public and private REIT securities offerings. These rankings recognize a
tradition of consistent leadership by Sidley in the REIT area.
According to data from Thomson Reuters, from 2007-2009, we acted as counsel in more capital
markets equity and debt transactions for REITs in terms of both deal value and number of deals
than any other firm. During those years we were counsel on 74 transactions totaling $26.1
billion in deal value. In 2009, we were the leading firm in the re-equitization of REITs, having
worked on 34 offerings worth $11.7 billion in deal value. In 2010, The American Lawyer’s annual
Corporate Scorecard ranked the firm as number one underwriter counsel for REIT debt and
number one underwriter counsel for REIT equities in terms of number of deals and deal value.
Sidley lawyers have been very involved in M&A and other business combinations and
reorganizations by or among REITs. We have actively participated in organizing, advising and
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financing REITs for more than 30 years and have been involved in the IPOs of dozens of REITs,
both equity and mortgage/specialty finance. We have substantial experience in a wide variety
of other REIT securities offerings, including at-the-market (“ATM”) equity programs, Rule 144A
initial offerings of common stock, operating partnership units, convertible preferred stock,
convertible/exchangeable debt, high yield debt, remarketed/extendible debt, and warrants.
We advise our REIT clients on a broad spectrum of matters apart from offerings of securities,
M&A and tax, including: counseling boards of directors and advising on corporate governance;
commercial construction and development; 1934 Act filings; environmental; Investment
Company Act status; lending; real estate acquisitions and financing; bankruptcy, workouts and
restructuring; real estate fund and joint venture formation; leasing; and securitization.

FUNDS OF FUNDS AND FEEDER FUNDS
We have organized and provide ongoing representation to hundreds of funds of funds, specific
access “feeder” funds, and their managers. Our funds of funds and access funds clients in the
hedge fund area range from those who are involved with broad-based, multi-strategy and
multi-manager funds to funds with more focused funds tailored to specific strategies with a
smaller numbers of managers. Our clients in the private equity and real estate funds of funds
and “feeder fund” areas have been primarily financial services institutions that have formed
funds for their high net worth and smaller institutional clients to provide access to the private
fund product base.
We provide a full range of legal services to our funds of funds clients, including advice on legal
structure and other formation issues, securities and derivatives regulatory matters, business
term alternatives, marketing arrangements, trading documentation, exchange listing, internet
usage and tax and ERISA matters. We also advise with respect to credit facilities and derivatives
and exchange-traded overlay programs (such as portable alpha programs) and other structures.
We also provide legal due diligence in connection with the investments made in underlying
fund products.

INVESTMENT ADVISERS
REGULATION AND COMPLIANCE
Sidley advises U.S. and non-U.S. investment advisers in matters involving the Investment
Company Act of 1940, the Commodity Exchange Act, the Investment Advisers Act of 1940, the
USA PATRIOT Act and the Employee Retirement Income Security Act (ERISA). Non-U.S.
adviser clients often request guidance relating to questions involving the extraterritorial scope
of the Advisers Act and the Commodity Exchange Act.
We also counsel investment advisers in all phases of their businesses and on all aspects of
organization, registration and compliance, including the Securities Act of 1933, the SarbanesOxley Act of 2002, the Securities Exchange Act of 1934, the Gramm-Leach-Bliley Act and the
Commodity Futures Modernization Act of 2000.
SIDLEY AUSTIN LLP
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We advise unregistered advisory firms with respect to the availability and scope of the
exemptions from registration under the Advisers Act, such as exemptions for banks, brokerdealers, accountants and advisers with a limited client base.

INVESTMENT ADVISER EQUITY AND DEBT OFFERINGS
Sidley is uniquely positioned to serve as counsel for IPOs by alternative asset managers due to
our investment management industry experience and leadership, capital markets presence and
public company client service. We advise investment managers on all aspects of such
transactions, including issues relating to public company transparency, holding company
structure, shareholders and principals, tax and accounting. Sidley represented the underwriters
in the IPO of Fortress Investment Group LLC (NYSE:FIG) and represented Citadel in
establishing its $2 billion Rule 144A Medium-Term Note program. Sidley also has represented
the institutional investor in a recent private restructuring and investment transaction involving
a funds of funds investment manager.

STRUCTURED PRODUCTS
Sidley regularly advises clients on a broad range of innovative structured products in the
investment management industry, including credit enhanced funds (including guarantee, letter
of credit and other credit enhancement structures), commodity and fund linked notes (both
rated and unrated), participation arrangements, equity swaps on funds and indices and
collateral debt obligation pools.

DERIVATIVES
Sidley frequently represents hedge fund managers, financial institutions and investors in a
broad variety of derivatives transactions, including “repackagings,” structured derivatives, total
return swaps, futures, options, private equity CDOs (collateralized fund obligations or CFOs),
credit derivatives and synthetic CDOs.
Issues addressed in repackaged securities, structured derivatives and credit derivative
transactions have included disclosure requirements, broker-dealer questions and other
securities law issues, withholding tax, insurance excise tax and insurance entity-level taxes,
bankruptcy or insolvency issues, accounting treatment and pension and insurance regulatory
requirements. These issues are generally encountered in a cross-border context in which,
through our presence in London, New York, Hong Kong, Chicago, Frankfurt and Tokyo, we are
positioned to bring cutting-edge experience to bear on behalf of our clients.
EXCHANGE-TRADED DERIVATIVES
Sidley represents derivatives exchanges, clearinghouses, their members and end-users of
exchange-traded derivatives in complying with the complex regulatory landscape governing
both the derivative products themselves and their underlyings.
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We advise exchanges and clearinghouses with respect to the classification of certain derivative
instruments such as securities, futures, or under some other regulatory regime. We draft
applications for designation by regulatory bodies as an exchange or clearinghouse as well as
regulatory filings for established exchanges and clearinghouses.
We assist trading and brokerage firms seeking to become exchange members with the
application process and the drafting and adoption of regulatory compliance manuals. We
provide ongoing advice to market-makers and exchange brokers with respect to compliance
with the rules of exchanges, clearinghouses, the SEC and the CFTC as well as the commodities
and securities laws.
For end-users of derivatives, we advise with respect to position limits and reporting,
negotiation of brokerage and “term margin” agreements and other aspects of their businesses.
OVER THE COUNTER DERIVATIVES TRANSACTIONS
Our Investment Funds, Advisers and Derivatives practice serves as the firm's principal focal
point for the structuring and documentation of transactions involving derivatives, including
swaps, futures, options, collars, repurchase agreements and participation agreements. These
services are utilized by our group's investment fund clients as well as the firm's corporate,
banking, insurance, securitization and real estate clients.
For example, we regularly represent dealers and end users in credit default swaps on portfolio
and single name exposures and asset-backed securities and total return swaps on equity
securities, hedge funds, loans, asset-backed securities and other assets. We also represent
companies in hedging currency, commodity, credit and interest rate risk through swaps and
other derivatives transactions.
In the course of our representations, we negotiate ISDA master agreements, credit support
annexes and other industry standard agreements for a broad array of market participants in a
wide variety of settings, including private and public offerings of rated securities. Our firm is a
member of ISDA, and our firm's lawyers have been major participants in the development of
the OTC derivatives industry, including serving on ISDA drafting committees and task forces.
Lawyers within our group regularly appear on and moderate panels sponsored by trade and
bar associations, in recognition of our standing within the legal community and of the
importance to our practice of making a contribution to the awareness of current developments
and concerns for the business community and the public.
GOVERNMENTS ESTABLISHING DERIVATIVES MARKETS
Sidley has been active over the years in advising governments on numerous futures,
derivatives, private equity and venture capital related matters. After working with our clients to
develop the first futures funds offered in Japan, we advised both the Japanese Ministry of
International Trade and Industry and the Ministry of Finance in drafting commodity fund
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legislation. Similarly, we advised the government of the Republic of China in drafting a statute
to regulate its futures brokerage business.
We advised the government of Mexico concerning the legislation necessary to facilitate the
establishment of futures markets in Mexico. We were engaged by the government of Indonesia
to draft not only a model statute governing its futures markets but also agency rules and the
rules of a proposed futures exchange and its related clearing association.
SECURITIES AND DERIVATIVES REGULATION
Our lawyers regularly advise our clients on compliance with the complex laws and regulations
governing the securities and derivatives industries.
In the United States, these include the Commodity Futures Modernization Act of 2000, the
Gramm-Leach-Bliley Act, the USA PATRIOT Act, the Securities Act of 1933, the Securities
Exchange Act of 1934, the Investment Company Act of 1940, the Investment Advisers Act of
1940, the Commodity Exchange Act, the Dodd-Frank Act, the SEC and CFTC regulations
thereunder, the rules of the various derivatives exchanges and clearinghouses and other
industry self-regulatory organizations and the “Blue Sky” state securities laws. We also assist
clients in obtaining no-action and interpretive letters and exemptive orders from the SEC and
CFTC and represent interested clients in the legislative and rulemaking process.

EXCHANGES AND CLEARING ORGANIZATIONS
Sidley represents securities, futures and options exchanges and clearing organizations in
connection with their regulatory and transactional matters.
Representative transactions include obtaining contract market designation and derivatives
clearing organization status for a start-up futures exchange, assisting foreign futures exchanges
in obtaining approval to place terminals in the United States and to offer non-U.S. futures
contracts on stock indexes to U.S. investors, representation of a national securities exchange in
connection with its securities listings programs and other matters involving both federal and
state securities laws.
We represent securities and futures clearing organizations in connection with every aspect of
their operations, including obtaining regulatory approval of new products and innovative
programs such as cross-margining arrangements between securities and futures products and
links with foreign exchanges.
Our practice involves frequent contact with the Division of Market Regulation of the SEC and
the CFTC’s Divisions of Market Oversight and Clearing and Intermediary Oversight. We are
involved in the creation of new electronic markets and in many aspects of the fundamental
restructuring of the world’s financial markets currently underway.
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FINANCIAL SERVICES FIRMS
Sidley provides general corporate representation to a broad range of participants in the
financial services and asset management industries, including investment advisers, brokerdealers, commodity pool operators, commodity trading advisors and futures commission
merchants.
We advise clients on the formation and structuring of their businesses, internal governance,
registration and other regulatory matters, marketing of their products, acquisitions and
investments, internet issues, intellectual property protection, arrangements with various service
providers and tax and estate planning.
In addition, we represent financial institutions in their roles as placement agents in connection
with offerings of investment products.

INSTITUTIONAL INVESTORS
We advise institutional investors, including state pension plans, funds of funds, access funds,
foreign investors (including foreign governmental (sovereign wealth fund) entities), college
endowments and corporate clients, in connection with their negotiated investments in a full
range of private equity, venture capital , mezzanine finance, infrastructure and real estate funds,
as well as hedge funds, co-investments, direct investments, seed investing and structured
investment transactions.

DEFENDING HEDGE FUNDS IN SECURITIES ENFORCEMENT MATTERS
Sidley has extensive experience defending hedge funds and their advisers in securities
enforcement matters before the SEC and other regulators. At Sidley, our clients can rely on the
talents of veteran securities enforcement litigators, including several former senior enforcement
officials from the SEC. Sidley lawyers have defended hedge funds in numerous SEC, NYSE,
and New York Attorney General investigations.
Sidley’s enforcement defense lawyers work with lawyers in Sidley’s Investment Funds,
Advisers and Derivatives practice to provide preventative counseling. Sidley frequently
counsels hedge fund advisers concerning issues that present particular enforcement risk such as
insider trading, information barriers, use of outside consultants, alleged manipulative practices,
short sales and supervision.
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TRANSACTIONS AND REPRESENTATIONS - HIGHLIGHTS
TRANSACTIONS
GOVERNMENT OF SINGAPORE INVESTMENT CORPORATION PTE LTD (GIC) INVESTMENT IN
CITIGROUP
Sidley acted as counsel to long-standing client, Government of Singapore Investment
Corporation Pte Ltd (GIC), in connection with its $6.88 billion investment in Citigroup Inc.
(Citi), as part of $12.5 billion of capital raised by Citi through a sale of convertible preferred
securities in a private offering.
DUBAI INTERNATIONAL CAPITAL, LLC INVESTMENT IN OCH-ZIFF
Sidley represented Dubai International Capital, LLC, in the purchase of 9.9% of Och-Ziff Capital
Management Group LLC’s equity in an initial public offering that closed in the fourth quarter of
2007. Dubai International Capital invested more than $1 billion in Och-Ziff, a hedge fund
management firm and registered investment adviser with approximately $27 billion under
management. The transaction also involved a strategic relationship between the two firms.
ALLIED CAPITAL CORPORATION
Sidley acted as counsel to Allied Capital Corporation in a complex, multi-faceted transaction
with Goldman Sachs Private Equity Group. The transaction included a partial sale of certain
equity and debt investments to a new Allied Capital managed fund, an agreement that commits
Goldman Sachs to make certain investments in future investment vehicles managed by Allied
Capital and an agreement that Goldman Sachs co-invest with Allied Capital.
INITIAL PUBLIC OFFERING OF FORTRESS INVESTMENT GROUP, LLC
Sidley represented the underwriters in Fortress Investment Group’s $634.3 million initial public
offering. The company made its market debut at $35 per share, nearly double the offer price of
$18.50, giving it an initial market value of approximately $14 billion. Fortress is the first global
alternative asset manager listed on the New York Stock Exchange.
CITADEL MTN PROGRAM
Sidley acted as counsel to the manager in connection with establishment of a $2 billion MTN
program for, and the first issuance under the program by, Citadel Finance Ltd., a finance
subsidiary of the Citadel domestic and offshore feeder funds. This offering was the U.S. hedge
fund industry’s first “permanent capital” transaction and one of the largest hedge fund private
placements to date.
POWERSHARES DB EXCHANGE-TRADED COMMODITY AND CURRENCY FUTURES FUNDS
Sidley represented DB Commodity Services LLC in connection with the initial registration of $2
billion in units in PowerShares DB Commodity Index Tracking Fund, the first commodity pool
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to be listed on a U.S. securities exchange (AMEX). The firm represented DB Commodity
Services LLC in connection with the launch of ten additional exchange-traded funds invested in
commodity futures tracking seven commodity sector indexes, a leveraged currency index
designed to provide an approximation of the “carry trade,” and bullish and bearish U.S. dollar
currency indexes.
NIPPON COMMERCIAL INVESTMENT CORP. - ¥121 BILLION REIT IPO
Sidley represented Nippon Commercial Investment Corporation, issuer, and Pacific
Commercial Investment Corporation, asset manager, in the largest offering to date from a
Japanese real estate investment trust.
ABAX GLOBAL CAPITAL
Sidley represented Hong Kong-based hedge fund manager Abax Global Capital in the launch of
its first globally offered special situations investment fund. The fund opened with about $300
million in assets under management. Investor demand was reported to exceed $1 billion for its
first year. Abax Global Capital's strategy is to make private and public sector long-term
investments focusing on Greater China and Southeast Asia. Prime brokers for Abax Global are
Merrill Lynch and Goldman Sachs.

REPRESENTATIONS
NEW YORK ATTORNEY GENERAL CONSULTANTS INVESTIGATION (“AGGREGATORS”)
Sidley counseled multiple hedge fund clients in the well-publicized New York Attorney
General’s investigation into the use of consultant information “aggregators” by hedge funds.
IPO INVESTIGATIONS
Sidley represented an investment bank in a NYSE IPO “laddering” investigation.
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Sidley is active in the structuring, formation and offering of committed capital funds including
private equity funds, venture capital funds and real estate funds, as well as funds of funds. We
also represent institutional clients, including U.S. and offshore corporate investors, state
pension plans, foreign government-related entities, college endowments and family offices in
connection with negotiated investments in a full range of private funds.
Sidley has acted as counsel to sponsors and advisers in connection with the organization and
offering of a variety of industry-specific and financial institution-sponsored and globallyoriented private equity funds and real estate funds, as well as private equity and real estate
feeder funds. Included in the assortment of funds were those concentrating their investment
activities by geographic region, including the United States, Europe, Asia, and emerging
markets and by business sector, including the energy and insurance sectors.
Our sponsor clients include both global financial institutions as well as stand-alone private
equity firms.
Our institutional clients in this area include multi-billion dollar private equity investors,
including state pension plans, foreign government-related (sovereign wealth funds) investors
and corporate investors, as well as smaller institutions such as college endowments and niche
investors. In addition, we represent a number of family offices in connection with their private
equity and venture capital fund investments. Since January 2009, Sidley has represented
institutional investors in well over 100 negotiated fund investments, including private equity,
venture, mezzanine, infrastructure, real estate, hybrid and fund of funds investments, as well as
co-investment vehicles and direct investments.
We also regularly represent institutional investors, acting in a cornerstone or co-investor
capacity, in a broad variety of investment transactions.
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REPRESENTATIVE CLIENTS AND TRANSACTIONS
INSTITUTIONAL PRIVATE EQUITY AND VENTURE CAPITAL ARMS1
 Black River Asset Management LLC
 GE Equity
 Tribune Ventures
 Merrill Lynch
 Tellabs Ventures
 Lucent Ventures (now Alcatel Lucent Ventures)
 Mass Mutual (Babson Capital)
 Axiom Asia Private Capital
 ING Pomona
 Great Eastern Life Assurance (Asia)
 Guggenheim
SENIOR, SECOND LIEN AND MEZZANINE AND SUBORDINATED LENDERS
 Banc of America Capital Investors
 Canyon Capital Advisors
 Citigroup
 Fleet Capital
 Fortress Investment Group LLC
 GE Capital
 Global Leveraged Capital
 Goldman Sachs
 JPMorgan Chase
 Merrill Lynch
 Prairie Capital

Please note that most of our institutional investor clients do not wish to be referenced in public disclosures or
marketing materials.

1
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 The CIT Group
EARLY STAGE VENTURE CAPITAL FIRMS
 BlueStar Ventures
 Crabtree Ventures, L.P.
 Idealab
 KB Partners
 William Blair New World Ventures
DISTRESSED DEBT FIRMS
 Cabot Square Capital
 Canyon Capital Advisors
 Avenue Capital Management (Asia)
 Deephaven Funds
 JAFCO Investment (Asia Pacific)
 Matlin Patterson Global Advisers LLC
 Orchid Asia Group Management, Ltd.
FUND FORMATIONS
 Anchorage Advisors, LLC - Anchorage Illiquid Opportunities, I and II
 Black Diamond Capital Partners
 Black River Asset Management LLC
 Cabot Square Capital
 Canyon Distressed Opportunity Fund
 Century Park Capital Partners
 Citadel Investment Group
 Deutsche Bank
 Energy Trust
 GE Capital
 Harbinger Capital
SIDLEY AUSTIN LLP

19

COMMITTED CAPITAL FUNDS AND ACCESS FUNDS

 Hartford Investment Management
 ICBC International Holdings Ltd.
 JAFCO Investment (Asia Pacific)
 Magnetar Capital
 Matlin Patterson Global Opportunities Partners, II
 Merrill Lynch Alternative Investments
 One Equity Partners
 Penta/Spring Capital
 RREEF
 UBS – O’Connor
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TAX PRACTICE
Sidley’s Tax Practice group consists of approximately 50 tax lawyers who provide legal services
in transactions, planning and controversies related to United States federal, state and local and
United Kingdom and German tax laws. Sidley’s Tax Practice group has extensive experience in
the following practice areas:

MERGERS AND ACQUISITIONS
Sidley has a preeminent global M&A practice comprised of approximately 200 lawyers in 16
offices worldwide. As part of this practice, our tax lawyers represent clients in connection with
acquisitions, divestitures, issuer and third-party tender offers, joint ventures, leveraged
buyouts, mergers, recapitalizations, spin-offs and other corporate restructurings. Our clients
include large and small companies, private equity funds and other financial sponsors, boards of
directors, special committees, financial advisors and other participants in corporate
transactions.

INTERNATIONAL
Our tax group handles the United States tax consequences of international transactions,
including inbound, outbound and other multi-national transactions involving Latin American,
European and Asian entities and nationals. These transactions include cross-border mergers
and acquisitions, financings, foreign tax credit planning, joint ventures, offshore and onshore
managed investment funds and tax minimization restructurings. We also offer experience with
complex tax issues related to investments by foreign governments protected by Section 892 of
the Internal Revenue Code, the use of United States real estate investment trusts for investment
in foreign real estate and cross-border securitizations.
As an international law firm, Sidley offers clients the skills of the lawyers in our London and
Frankfurt offices who practice domestic United Kingdom and German tax law, respectively.
Our United Kingdom and German tax lawyers support the transactional practices of their
offices, which focus on structured finance (including securitization), banking, capital markets
and mergers and acquisitions. In addition, our tax lawyers in the United Kingdom maintain a
stand-alone practice of advising on structured products, tax dispute resolution and offshore
construction.

HEDGE FUNDS
Sidley has one of the world’s leading practices on advising sponsors, investment advisory
entities and investors in hedge funds, private equity funds, commodity funds, and venture
capital funds. We have over 40 years of experience representing alternative investment funds,
investment advisory entities and investors and we have the expertise and experience to advise
clients in today’s challenging legal and tax environment. Recently we have represented
prospective managers being spun-out of global investment banks and large, well-established
investment advisors. Our clients range from the largest investment and commercial banks to
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sovereign wealth funds and large pension and other tax-exempt investors and to well
established investment advisory entities.

CAPITAL MARKETS TRANSACTIONS
Sidley provides tax advice to large international banks, including Bank of America, JP Morgan,
Morgan Stanley, Credit Suisse, Goldman Sachs, and Deutsche Bank, in connection with the
development of new and innovative capital markets structures and securities. We also assist
issuers in assessing the tax implications of the various financing alternatives available to them
so that they may select the most appropriate methods and products possible to raise money in
the capital markets. Finally, our firm is consistently ranked as one of the most active firms in
the world in terms of representing both issuers and underwriters in connection with all types of
securities offerings. In our capacity as issuers or underwriters counsel, our tax lawyers are
called upon to negotiate various terms of securities and to render opinions in connection with
the offer and sale of such securities.

STRUCTURED FINANCE
Sidley’s structured finance and securitization practice is one of the largest and most experienced
in the world. Now numbering over 100 worldwide, lawyers in the practice group were there at
the creation of all the major markets in structured products – mortgage-backed securities in the
1970s, asset-backed securities and commercial paper conduits in the 1980s, CMBS conduits in
the 1990s and collateralized debt obligations (CDOs) and structured investment vehicles (SIV)
in the 1990s and later. More recently, we have been heavily involved in distressed transactions
generated by the credit crunch as it relates to structured products and the capital markets
generally. In addition, we have broad experience in restructuring, insolvency and distressed
investing work relating to transactions, including work of this kind relating to CDOs, SIVs and
other structured vehicles. As a result of our experience in these areas, we have had leading
roles in many proposed and completed transactions relating to the credit crunch. These
transactions include solutions from the private sector as well as government-sponsored
solutions.

REAL ESTATE
The firm has extensive experience in all aspects of the taxation of real estate-related matters.
Our REIT practice includes public and private, equity and mortgage REITs. We represent not
only taxable domestic investors, but also tax-exempt domestic institutions concerned with
minimizing unrelated business income from real estate investments, as well as foreign
sovereigns and private investors investing in United States commercial real estate that need to
deal with the Foreign Investment in Real Property Tax Act, also known as FIRPTA. We have
regularly advised institutional investors as principals in outbound investment in foreign real
estate, and have also assisted in the formation of both country-specific and regional real estate
investment funds around the world. Drawing on extensive experience in distressed asset
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acquisition internationally, in recent months we have been involved in representing acquirers of
distressed United State properties and real-estate related assets, workouts and foreclosures.

RESTRUCTURINGS
Working with the firm’s Corporate Reorganization and Bankruptcy lawyers, we represent
debtors and creditors in structuring both court-supervised proceedings and out-of-court
restructurings and workouts. Our experience includes assisting clients in preserving the
debtor’s tax attributes, minimizing the impact of income arising from the cancellation of
indebtedness, structuring tax-efficient debt-for-debt or debt-for-equity exchanges, structuring
distressed partnership transactions, and analyzing claims for federal, state and local, and
United Kingdom taxes in the context of bankruptcy proceedings.

INSURANCE
Sidley advises clients on transactions involving a wide range of domestic and offshore ventures
in alternative risk transfer, catastrophe risk funding, life insurance financing, life and annuity
accumulation programs, and other innovative structures relating to insurance companies. We
have advised insurance companies and banks in financings, conversions, reorganizations,
restructurings, demutualizations and acquisitions involving insurance companies.

INTERNATIONAL PRIVATE CLIENTS, TRUSTS AND ESTATES
Sidley assists our clients in formulating and implementing their planning objectives through the
drafting of wills, trusts, powers of attorney and other estate planning documents. Each client
presents a unique set of family and financial circumstances that require a carefully tailored
estate plan. In order to enable our clients to achieve their goals in a tax-efficient manner, we
consider the income, estate, gift and generation-skipping transfer tax consequences of every
estate plan. The 45% federal tax rate on estates and aggregate gifts over $3.5 million is an
impetus for using sophisticated estate and tax-planning techniques.
Sidley is uniquely situated to coordinate global estate planning for U.S., foreign and multinational families. We also represent non-U.S. clients who have business interests or families in
the United States and work closely with the clients’ financial advisors and counsel in their home
jurisdictions to structure their U.S. investments for maximum U.S. tax advantage and to provide
for the transfer of those investments to succeeding generations. In addition, we counsel
individuals on pre-residency tax planning and the U.S. tax aspects of expatriation.
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TAX CONTROVERSY
Our lawyers have represented clients in disputes with the Internal Revenue Service and state
and local taxing authorities, appearing before the Internal Revenue Service Appeals Division,
state and local administrative bodies, the Tax Court, the United States Court of Federal Claims
and the United States Supreme Court. Consistent with the Internal Revenue Service’s emphasis
on "coordinated" industry issues, we frequently focus on controversies affecting companies
throughout an entire industry, particularly the banking, insurance, railroad, securities,
telecommunications and utility industries. In the United Kingdom, we have represented clients
in disputes with the United Kingdom Revenue and Customs & Excise in forums ranging from
the Special Commissioners and the VAT Tribunal to the House of Lords.

STATE AND LOCAL TAXES
Our state and local tax work involves transactions, planning and controversy, and therefore
includes most of the practice areas discussed above. Our state tax practice encompasses all 50
states. We handle tax controversies in state courts or administrative proceedings throughout
the country and have obtained rulings for clients from virtually every state. In the U.S.
Supreme Court, our lawyers represented ACT Industries in Department of Revenue of Oregon v.
ACT Industries, Inc., Durham County, North Carolina, in R.J. Reynolds Tobacco Co. v. Durham
County, and Los Angeles County, California, in Nordlinger v. Hahn, and assisted Barclays Bank
in Barclays Bank PLC v. Franchise Tax Board. The firm filed amicus briefs in Hunt-Wesson, Inc. v.
Franchise Tax Board, General Motors Corporation v. Tracy, Camps Newfound/Owatonna v. Town of
Harrison, Maine, and D.H. Holmes Co. v. McNamara.
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ERISA
Sidley has maintained a substantial and varied employee benefits practice since the late 1920s.
We currently have over 20 full-time ERISA lawyers, including eight partners and three counsel.
A significant portion of our employee benefits practice involves advising clients regarding
ERISA’s fiduciary duty and prohibited transaction rules. In addition to advising plan sponsors
and trustees with respect to pension plan investments, we regularly represent registered
investment advisers, commodity pool operators and pooled investment vehicles regarding their
compliance with ERISA in connection with the organization and operation of investment funds
in which ERISA plans invest. Our employee benefits lawyers frequently review and negotiate
investment manager agreements and alternative investment products for large pension funds,
represent plans and fiduciaries before the Department of Labor (the “DOL”) while obtaining
prohibited transaction exemptions from the DOL and responding to fiduciary audits by the
DOL. We also train managers of plan asset funds regarding their fiduciary responsibilities, as
well as conduct fiduciary compliance reviews and draft ERISA compliance procedures for our
investment adviser clients. Sidley benefits lawyers also regularly advise underwriters with
respect to the application of ERISA to the issuance of various financial products and assetbacked securities.
Our employee benefits practice includes representation of some of America’s largest companies,
as well as a large number of small and medium-sized businesses employing from 20 to several
hundred employees. Our lawyers also represent several of the largest private foundations in
the country, as well as a number of other tax-exempt non-profit organizations, such as
foundations, trade associations, civic and other public benefit organizations.
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SELECT LAWYER BIOGRAPHIES INFORMATION
Partners and Senior Attorneys Currently Participating in the Private Equity, Strategic
Investment and Real Estate Funds Representation of the State Board of Administration of
Florida

SIDLEY AUSTIN LLP

26

SUSAN D. LEWIS
Partner

New York
212.839.5317
212.839.5599 Fax
slewis@sidley.com

PRACTICES
• Investment Funds, Advisers and Derivatives
• M&A and Private Equity
• Securities

ADMISSIONS & CERTIFICATIONS
• U.S. District Court, E.D. of New York, 1978
• U.S. District Court, S.D. of New York, 1978
• New York, 1978

AREAS OF FOCUS
• Fund of Funds
• Hedge Funds
• Investment Advisers
• Private Equity and Venture Capital Funds
• Private Real Estate Funds

EDUCATION
• New York University School of Law
(J.D., 1977)
• New York University
(M.B.A., 1977, with distinction, Beta Gamma
Sigma)
• New York University
(B.A., 1973, cum laude, Phi Beta Kappa)

SUSAN D. LEWIS, a partner in the New York office since 1986, practices securities and corporate law,
principally in connection with pooled investment entities, including private equity and venture capital
funds.
Ms. Lewis has worked on a wide range of corporate and securities transactions, both in the United States
and in the international marketplace. Her focus includes the structuring of syndication vehicles in
partnership, limited liability company, joint venture and trust forms and direct ownership vehicles for
equity participants, as well as ongoing representations of these vehicles and their investment advisers in
their operation and investments.
She regularly acts as issuer’s and underwriter’s counsel, and also advises corporate, tax-exempt and
sovereign institutional investors in connection with their investments in investment vehicles and coinvestments. Ms. Lewis has worked on a variety of domestic and offshore public and private investment
funds, including private equity funds, venture capital funds, real estate funds, distressed debt funds,
mezzanine funds, hedge funds, arbitrage funds, infrastructure funds, funds of funds, business
development companies and employees’ securities companies and has advised the investment advisers to
those entities.
Ms. Lewis has participated in panel discussions for the American Bar Association, International Bar
Association, Practicing Law Institute and The New York Law Journal Seminar Series addressing such
topics as private investment funds, limited liability companies and partnerships, and she writes on the
same subjects. Ms. Lewis has been recognized in the 2011 edition of The International Who’s Who of Private
Funds Lawyers, published by Who’s Who Legal.
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A.J. ALEXIS GELINAS
Senior Counsel
New York
212.839.5365
212.839.5599 Fax
agelinas@sidley.com

PRACTICES
• Investment Funds, Advisers and Derivatives
• Tax

ADMISSIONS & CERTIFICATIONS
• U.S. Tax Court
• New York, 1975

AREAS OF FOCUS
• Exchange-Traded Funds
• Fund of Funds
• Funds
• Private Equity and Venture Capital Funds
• Structured Products
• Tax Aspects of Capital Markets Transactions

EDUCATION
• New York University School of Law
(LL.M. in Taxation, 1978)
• Washington and Lee University School of Law
(J.D., 1974, Editor of the Law Review; Member,
Order of the Coif)
• University of Notre Dame
(B.A., 1969)

A.J. ALEXIS GELINAS has practiced tax law in New York since 1974, and had previously been a partner
with the firm since 1983. He has broad experience with respect to partnerships and offshore investment
vehicles, corporate finance, tax problems of pension funds and other tax-exempt organizations and tax
planning for high net worth individuals.
In addition, Mr. Gelinas has extensive experience with respect to the “plan assets” and other ERISA
regulatory issues applicable to sponsors of, and institutional investors in, partnerships, offshore
corporations and other pooled investment vehicles, including private equity funds, venture capital funds,
hedge funds and fund-of-funds transactions.
Mr. Gelinas has published and lectured on various tax and ERISA regulatory subjects.
MEMBERSHIPS & AFFILIATIONS

•

New York State Bar Association, Tax Section, Committee on Partnerships; Committee on
Nonqualified Employee Benefits

•

American Bar Association, several committees of the Section of Taxation
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STUART S. KOONCE
Partner

New York
212.839.8741
212.839.5599 Fax
skoonce@sidley.com

PRACTICES
• Global Finance
• Investment Funds, Advisers and Derivatives
AREAS OF FOCUS
• Fund of Funds
• Hedge Funds
• Investment Advisers
• Private Real Estate Funds
• Structured Products

ADMISSIONS & CERTIFICATIONS
• New York, 2003
EDUCATION
• Boston University School of Law
(J.D., 2000, cum laude)
• McGill University
(B.S., 1992, with great distinction)

STUART S. KOONCE is a partner in the firm’s Investment Funds, Advisers and Derivatives Practice
Group in the New York office. Mr. Koonce’s practice focuses on private alternative investment funds —
their structuring, management and related regulatory matters. He advises investment advisers in
domestic and international offerings of hedge funds, private equity-style funds and funds of funds. Mr.
Koonce has counseled a number of clients in the restructuring of funds affected by the market crisis. He
has also advised CDO managers in connection with cash-flow, synthetic and hybrid structures.
Mr. Koonce’s funds practice includes the representation of advisers of funds with a broad variety of
strategies, from long-short equity funds to volatility funds with complex options strategies and funds
focused on distressed and special opportunity fixed-income investments. His advisory clients range from
start-up managers to large institutions, including insurance company affiliates.
Representative funds/investment products include:
•

Private placements (including domestic and offshore hedge funds, futures funds, credit opportunity
and hybrid funds);

•

Financing arrangements for investments in funds and leveraged feeder funds;

•

Funds of funds;

•

Managed accounts and single-investor funds;

•

Hedge fund and managed account “feeder” platforms;

•

Funds established for single investments, including a consortium fund recapitalization of a multibillion dollar real estate manager;

•

Side letter and seed capital arrangements and negotiation;

•

Insurance dedicated funds; and
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•

Structured derivative and principal-protected products linked to alternative investments, fund-linked
notes.

Mr. Koonce has also been involved in the formation of investment advisory and management firms,
including negotiation of partnership arrangements.
MEMBERSHIPS & AFFILIATIONS

•

New York City Bar, Committee on Private Investment Funds
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DAVID C. MILLER
Partner

New York
212.839.7362
212.839.5599 Fax
dmiller@sidley.com

PRACTICES
• Global Finance
• Real Estate
• Tax

ADMISSIONS & CERTIFICATIONS
• U.S. Tax Court, 1978
• U.S. District Court, S.D. of New York, 1978
• New York, 1976

AREAS OF FOCUS
• Foundations and Other Exempt Organizations
• Funds
• Private Equity and Joint Ventures
• REITs and RICs
• State and Local Tax
• Tax Aspects of Bankruptcy
• Tax Aspects of Capital Markets Transactions
• Tax Aspects of Derivative Products
• Tax Aspects of Mergers and Acquisitions
• Tax Aspects of Securitization

EDUCATION
• New York University School of Law
(LL.M., 1978)
• The University of Michigan Law School
(J.D., 1975)
• University of Michigan
(B.A., 1971)

DAVID C. MILLER is a partner in the New York office. His practice primarily relates to the tax aspects of
the acquisition, ownership, and disposition of foreign and domestic real estate and entities that own real
estate, integrated with the financial products and transactions used today in financing real estate through
the capital markets. He works extensively with equity and mortgage real estate investment trusts and
partnerships, as well as with pension trusts and other exempt organizations investing in real estate either
directly or through those entities. In the last decade, he has done considerable work on international tax
matters relating to the ownership, disposition, and repatriation of proceeds from the liquidation of
mortgage loans and real estate in foreign jurisdictions by United States financial institutions and
investors. He has significant experience regarding the taxation of the issuers and holders of mortgagebacked securities and collateralized debt obligations and worked directly on the development of the
legislation creating real estate mortgage investment conduits.
Representative matters include:
•

Represented Equity Office Properties Trust in its $39 billion acquisition by The Blackstone Group.
This transaction, which closed in early 2007, is one of the largest leveraged buyout transactions in
history and was named the “Real Estate Deal of the Year” by Investment Dealers’ Digest.

•

Advised Brookfield Asset Management Inc. in its $7.5 billion bid for The Mills Corporation, the
developer, owner and manager of a diversified portfolio of 38 retail malls and entertainment centers.

•

Represented CNL Hotels & Resorts, Inc., the nation’s second largest hotel real estate investment trust,
in its $6.6 billion acquisition by Morgan Stanley Real Estate. In the health care sector, we advised
Provident Senior Living Trust in its $1.2 billion acquisition by Ventas, Inc.
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•

In the health care sector, we advised Provident Senior Living Trust in its $1.2 billion acquisition by
Ventas, Inc.

•

Advised Provident in 2004 when it was created to acquire assisted living facilities from Fortress
Investment Group funds.

•

Represented the underwriters in KKR Financial Corp.’s $900 million issuance of common stock.

•

Represented the underwriters in Fortress Investment Group’s $634.3 million initial public offering.
Fortress is the first global alternative asset manager listed on the New York Stock Exchange.

•

Represented the underwriters in Weingarten Realty Investors’ $500 million issuance of convertible
notes.

•

Represented Criimi Mae Inc., an NYSE-listed commercial mortgage REIT, in its $328 million
acquisition by Caisse de Depot et Placement du Quebec.

Mr. Miller is also a co-author of "Revenue Procedure 2010-30 Eases Release of Liens by REMICs in the
Case of Commercial Mortgage Loans Secured by Multiple Real Properties," published in Tax
Management Real Estate Journal (Vol. 27, No.1, January 5, 2011).
Mr. Miller received a B.A. from the University of Michigan in 1971, a J.D. from the University of Michigan
in 1975 and an LL.M. in taxation from New York University in 1978.
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MICHAEL H. YANOWITCH
Partner

New York
212.839.7395
212.839.5599 Fax
myanowitch@sidley.com

PRACTICES
• Corporate Governance and Compliance
• M&A and Private Equity
• Securities

ADMISSIONS & CERTIFICATIONS
• Illinois, 1977
• New York, 1984
EDUCATION
• The University of Chicago Law School
(J.D., 1977)
• University of Chicago
(M.B.A., 1976)
• Yale University
(B.A., 1973, cum laude)
CLERKSHIPS
• U.S. Court of Appeals, 7th Circuit, Harlington
Wood, 1977 - 1978

MICHAEL H. YANOWITCH, a partner in the New York office, concentrates in international and
domestic corporate acquisitions, private equity, divestitures and joint ventures, but also has significant
experience in lending transactions, corporate restructurings, securities offerings and securitizations. In
addition to being trained as a lawyer, Mr. Yanowitch has both an MBA and is a registered Certified
Public Accountant.
Mr. Yanowitch received a Baccalauréat from Lycée Antoine de St. Exupèry in Lyon, France. He is fluent
in French and has a reading knowledge of Italian and Spanish.
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STEPHEN COGUT
Counsel

New York
212.839.5841
212.839.5599 Fax
scogut@sidley.com

PRACTICES
• Investment Funds, Advisers and Derivatives
• M&A and Private Equity
• Securities
AREAS OF FOCUS
• Hedge Funds

ADMISSIONS & CERTIFICATIONS
• New York, 1999
EDUCATION
• Columbia University School of Law
(J.D., 1982)
• University of Michigan
(B.A., 1979, with honors)

STEPHEN COGUT is counsel in the firm’s New York office, and a member of the Investment Funds,
Advisers and Derivatives Group.
Mr. Cogut advises and represents clients in domestic and international offerings of hedge funds, funds of
funds and commodity pools, and related regulatory matters. Mr. Cogut works on Securities Exchange Act
filings for public commodity pools. Mr. Cogut also advises and represents clients regarding managed
accounts.
Mr. Cogut has substantial experience regarding negotiating placement agent agreements with respect to
hedge funds and private equity funds offerings.
Mr. Cogut is also experienced in connection with forming and structuring investment management
companies, and drafting the related agreements among the principals.
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DAVID J. LESTZ
Counsel

New York
212.839.5994
212.839.5599 Fax
dlestz@sidley.com

PRACTICES
• Investment Funds, Advisers and Derivatives

ADMISSIONS & CERTIFICATIONS
• New York, 2000

AREAS OF FOCUS
• Fund of Funds
• Hedge Funds

EDUCATION
• New York University School of Law
(J.D., 1999)
• Brown University
(B.A., 1992)

DAVID J. LESTZ is counsel in the firm’s New York office, and a member of the Investment Funds,
Advisers and Derivatives Group.
Mr. Lestz advises and represents clients in domestic and international offerings of hedge funds, funds of
funds and commodity pools, and related regulatory matters. He has represented numerous start-up
hedge funds, with launches ranging from $25 million to in excess of $1 billion. He has substantial
experience with managed accounts, side letters, seed capital, revenue sharing and joint ventures. He has
also represented institutional investors in connection with investments in various alternative investment
funds.
Mr. Lestz is also experienced in the formation of investment advisory firms and the arrangements among
principals, including “key man,” buy-sell arrangements and succession provisions.
Mr. Lestz has been a managing director and in-house counsel to a venture start-up, a mortgage-backed
securities analyst at an investment bank and a credit analyst at a commercial bank. He is also a CFA
charterholder.
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SCOTT M. MACDONALD
Associate

New York
212.839.8646
212.839.5599 Fax
smacdonald@sidley.com

PRACTICES
• Investment Funds, Advisers and Derivatives
• M&A and Private Equity
AREAS OF FOCUS
• Fund of Funds
• Hedge Funds
• Investment Advisers
• Private Equity and Venture Capital Funds
• Private Real Estate Funds

ADMISSIONS & CERTIFICATIONS
• New York, 2005
EDUCATION
• American University, Washington College of Law
(J.D., 2003, cum laude; American University Law
Review)
• American University
(M.B.A., 2004)
• Trinity College - Hartford
(B.A., 1998, with honors; Pi Gamma Mu Honor
Society)

SCOTT MACDONALD is an associate in the firm’s Investment Funds, Advisers and Derivatives practice
group in the New York office. Mr. Macdonald focuses his practice on the representation of fund sponsors
in the structuring, formation and operation of private investment funds, including private equity, hedge,
hybrid, venture capital, infrastructure, real estate and funds of funds, and their management companies.
He also regularly advises prominent institutional investors and funds of funds in connection with their
investments in leading private investment funds and co-investments, as well as other complex business
transactions.
Mr. Macdonald also has significant experience in merger and acquisition transactions.
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MEMORANDUM
TO:

Maureen Hazen, General Counsel
State Board of Administration of Florida

FROM:

Jedd Wider, Partner
Morgan Lewis

DATE:

October 18, 2011

SUBJECT:

Overview of Private Market Investments Outside Counsel Legal Review
Process and Experience

I.

Legal Review Process

Morgan Lewis & Bockius LLP (“Morgan Lewis”) represents the State Board of Administration
of Florida (the “SBA”) in connection with its investments in private market asset class
commingled funds and limited liability entities (e.g., alternative investments authorized in s.
215.47(15), F.S. (2008)) (each, a “Proposed Investment”).
As part of our representation, Morgan Lewis requests and reviews all offering documents and
applicable agreements related to the Proposed Investment (the “Fund Documents”). During our
review, Morgan Lewis identifies terms that deviate from market customs from both a legal and a
business perspective, as applicable. Once the initial review of the Fund Documents has been
completed, Morgan Lewis contacts opposing fund counsel and negotiates the terms of the SBA’s
Proposed Investment based on the terms of the SBA Draft Terms Sheet which includes the
SBA’s “core” legal issues, as supplemented by Morgan Lewis’s review of, and comments to, the
Fund Documents. “Core” legal issues include issues relating to confidentiality, standard of care,
indemnification, investment prohibitions (i.e., Cuba and Northern Ireland), participation in
alternative investment vehicles, jurisdiction and dispute resolution issues, and any other issues as
may be identified by the Office of General Counsel. Other issues that Morgan Lewis may
discuss with the SBA include, without limitation, unusual provisions relating to or affecting: a
power of attorney, notices (i.e., defaults), reports or other disclosure items, transfers by the SBA,
duty of loyalty, and most favored nation (“MFN”) provisions.
In addition, Morgan Lewis schedules regular calls with the SBA’s internal legal counsel and
business persons, assigned to the particular Proposed Investment to discuss the progress of the
negotiations including status of key legal and business issues. To the extent that there is an
impasse in the negotiations regarding a business or legal issue that involves substantial risk,
Morgan Lewis looks to such internal legal counsel and business persons for guidance.
Further, in connection with the Proposed Investment, Morgan Lewis requests, reviews and
negotiates legal opinions which typically include: (i) due authorization, execution, delivery and
enforceability of the operative agreements, (ii) due formation, existence and good standing of the
management entities and investment vehicle(s), (iii) that the offer and sale of interests in the
investment vehicle to the SBA does not require registration under the U.S. Securities Act of
1933, as amended, (iv) that the investment vehicle is not, and immediately after giving effect to
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the issuance and sale of interests in the investment vehicle to the SBA, shall not be required to
register as an “investment company” pursuant to the U.S. Investment Company Act of 1940, as
amended, and (v) that under current U.S. federal income tax law, the investment vehicle will be
treated, for U.S. federal income tax purposes, as a partnership and not as a publicly traded
partnership.
At the conclusion of negotiations, Morgan Lewis prepares a comment memorandum for the
benefit of the SBA’s internal legal counsel. The comment memorandum consists of the
following sections:
•
Introduction – a statement regarding the documents reviewed and negotiated (including
legal opinions);
•
Part I - a discussion regarding the SBA’s Draft Terms Sheet and how the Fund
Documents address each term sheet provision or how and why they differ;
•
Part II – a discussion regarding all other business and legal issues that were raised after
reviewing the Fund Documents and how they ultimately were resolved;
•
Part III – if applicable, a list of any MFN provisions elected from the side letters of other
investors; and
•
Part IV – Conclusion – a general statement summarizing the actions undertaken by
Morgan Lewis and confirming that all Fund Documents to be executed by the SBA are in the
form described in the comment memorandum.
II.

Private Market Investments Experience

We believe that Morgan Lewis has the nation’s premier practice representing public pension
plans and other institutional investors in private market “alternative” investments based on the
depth of our knowledge, the breadth of our experience and the size of our practice. The Private
Investment Funds Practice at Morgan Lewis is an interdisciplinary group of lawyers practicing
across a broad range of areas, including corporate, finance, securities, regulatory and
enforcement, investment management, tax, fiduciary, and employee benefits. From offices
throughout the United States as well as in London, Paris, Frankfurt, Beijing, and Tokyo, we
guide our clients in their investments into funds and in the structuring and formation of
investment vehicles, in virtually every major private funds jurisdiction around the world.
Services
Representation of Investors.
Hedge Funds/Private Equity/Venture Capital Funds
Morgan Lewis represents a significant number of the largest (based on dollar commitments) and
most active investors in the world in a broad range of private investment funds, pursuing all
major investment strategies, including hedges, buyouts, distressed assets, mezzanine, secondary,
real estate, tinder, infrastructure, healthcare, energy, venture capital, and other sector funds.
Services include analyzing/negotiating fund documentation, term sheets, side letters, special
assignments such as assisting in the launch of hedge fund programs, and forming “captive” funds
of funds and co-investment funds. Morgan Lewis also represents many of these clients in their
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managed accounts, direct equity and debt investments, and secondary transactions. Morgan
Lewis counsels its clients through all the stages of investment as well as on regulatory,
investment company, adviser, broker-dealer, commodity trading, securities markets law, tax,
ERISA, fiduciary law, litigation, and labor and employment law.
Secondary Funds.
Morgan Lewis offers clients one of the most comprehensive secondary fund legal practices in the
world, based on our experience and involvement in a broad range of market instruments and
international assets. We are adept on behalf of seller and buyer clients at structuring innovative
secondary market transactions and in assessing the legal issues and market terms for virtually
every type of fund, secondary acquisition, and sale of direct investments, public or private, as
well as contractual arrangements with intermediaries.
Representations/Clients
•
•
•
•
•

•

We represent the 4 largest public pension plans in the United States and 20 public
pension plans overall in investments.
We represent 5 of the 10 largest private equity funds of funds complexes (based on
AUM).
We represent 50+ global institutional investors in alternative investments.
We represent more than 780 mutual, venture capital, private equity, hedge funds and the
#1 business development company in the United States (by AUM).
Our attorneys have structured and negotiated a significant number of single-investor
funds involving large-scale investors, some in connection with their first private equity
and hedge fund captive funds. Captive fund types include real estate funds, private
equity funds, corporate governance, hedge funds, coinvestment funds, and funds focused
on emerging managers and in-state investments.
We have significant experience representing large-scale investors as limited partners in
international investments. We frequently represent investors in funds focusing on
investments in Europe, India, Asia, and Latin America.

Rankings
•
•

Morgan Lewis is ranked Most Active Law Firm in the United States in 2011 (2010 as
well) based on the number of private equity funds worked on for limited partner investors
– Dow Jones Private Equity Analyst.
Morgan Lewis is ranked as a leading firm in private equity funds, private equity deals,
and hedge funds in publications such as Chambers USA, U.S. News Report and Best
Lawyers, and The Legal 500 US.

Special Expertise
•
•

Morgan Lewis has specialized expertise in global customized funds, funds of funds,
coinvestment funds, direct coinvestments, and secondary market transactions.
In our absolute return (hedge fund) practice, we have extensive experience in counseling
clients on novel investment approaches and structures, including joint venture structures,
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•
•

lead investor investments, and incubation investments in global jurisdictions, in addition
to advisory contracts and compliance procedures.
We utilize our firm’s deep bench of tax, real estate, securities law, fiduciary law, mergers
and acquisitions, and securities regulatory talent to meet the comprehensive investment
needs of our institutional clients.
Our specialization in the global representation of institutional investors gives us unique
insight in assessing current market terms and conditions.

Firm/team statistics
•
•
•
•
•
•

50+ Private Investment Fund lawyers
150+ Securities lawyers
70+ Private Equity Lawyers
50+ Investment Management Lawyers
30+ lawyers who served with the SEC, the Internal Revenue Service, FINRA and its
predecessors, or the Department of Justice.
Approximately 1,300 lawyers located in 22 offices, 16 in the United States and 6
international (London, Paris, Frankfurt, Brussels, Tokyo, and Beijing).

Value added – client programs
Morgan Lewis has a strong commitment to client education. The following is a list of relevant
events and publications we have developed for clients:
•
•
•
•

Annual Advanced Topics in Hedge Fund Practices Conference (New York)
Annual Private Fund Investors Roundtable (New York)
The Morgan Lewis Hedge Fund Deskbook (published biannually)
The Venture Capital and Private Equity Fund Deskbook (available electronically)

Morgan Lewis also provides customized in-house programs for clients and offers two significant
conferences for our clients annually – the Advanced Topics in Hedge Fund Practices and the
Private Fund Investors Roundtable. The hedge fund program typically draws an audience of
more than 100 investor and business professionals. Topics have included the changing hedge
fund regulatory environment, compliance and investigations, and the impact of Dodd Frank on
hedge funds. The private fund investors program is typically attended by more than 60 legal and
business professionals representing numerous institutional investors. The topics have included
terms and conditions, due diligence, new and proposed regulations affecting private investments,
tax, and secondaries.
Other relevant expertise
Securities Law. Morgan Lewis has one of the premier securities practices in the United States.
Our securities lawyers provide advice in all areas relating to the application of federal and state
securities laws. We regularly provide advice and assistance with difficult accounting issues and
interpretations relating to novel types of securities, including derivatives. We have substantial
experience in seeking interpretive advice and no-action positions from the SEC under the
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Securities Act of 1933, the Securities Exchange Act of 1934, the Investment Company Act of
1940, the Investment Advisers Act of 1940, and other securities laws.
Business and Commercial Law. Our mergers and acquisitions experience is exceptionally broad,
covering virtually every significant regulated and unregulated industry in the country. We have
handled negotiated purchases and divestitures by public and private companies, tender offers,
restructurings, spin-offs, leveraged buyouts, and “going private” transactions. We also have
deep experience in advising public pension plans on state law matters and board policies
regarding investment limitations and restrictions that govern the investments made by such
plans. In addition, our business law practice offers one of the industry’s most experienced teams
of regulatory and finance lawyers. We are backed by the expertise of our regulatory specialists,
more than 30 of whom joined us after distinguished careers with the SEC and other market
regulators.
Tax Law. Morgan Lewis has demonstrated experience in analyzing and resolving issues relating
to the federal taxation of UBTI and other tax issues as they relate to governmental pension fund
ownership, operation, and financing of investments. Our tax lawyers have advised numerous
governmental pension plans, other pension plans, and other institutional investors concerning tax
issues related to investments for more than 20 years, including the interaction of tax provisions
and the economic terms of investments such as tax distribution provisions, waived management
fee provisions, and tax-related features of clawback provisions. In addition, the tax lawyers on
our team can call on the support of Morgan Lewis’s large and deep tax department where other
specialized expertise is useful in identifying and evaluating particular tax issues that arise in
connection with structures sometimes employed in connection with alternative investments, such
as offshore vehicles, real estate investment trusts, regulated investment companies, and small
business investment companies.
Morgan Lewis offers clients a well-established international tax practice, including tax lawyers
located outside the United States. In addition to being licensed to practice tax law under the laws
of the United Kingdom, France, and Germany, our lawyers are knowledgeable about the
structures and tax laws of other non-U.S. jurisdictions.
Pension Law. Morgan Lewis has significant experience advising public pension funds and other
institutional investors with respect to the application of ERISA and state laws to investments
(especially in regard to fiduciary standards and prohibited transactions). We have negotiated
numerous ERISA opinions provided by counsel to general partners, including transactions in
which an exemption from plan asset treatment was not available. Our ERISA lawyers are fully
integrated into our representation of institutional investors and have written numerous opinions
and memoranda to government plans on ERISA and other fiduciary topics.
Litigation. Morgan Lewis’s Litigation Practice ranks as one of the top in the country. Our
team’s unmatched depth enables us to defend and staff the largest, most complex cases with the
required talent. It also permits us to bring to bear the combined knowledge base of the largest
practice of its type on finding the best, most economical solutions to our clients' problems. With
more than 500 litigators worldwide, Morgan Lewis is able to handle the most complex
investment and contract issues that may arise. We have successfully assisted our public plan
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clients in connection with sensitive benefits and fiduciary matters as well as workouts of troubled
investments.
Bankruptcy and Restructuring Law. Our firm has worked on issues related to troubled
investments. In addition, our Bankruptcy Practice represents a variety of financial institutions
and other debt and equity holders in all aspects of financially distressed situations.
International Expertise. Internationally, our attorneys assist clients with finance and investments
in numerous jurisdictions, including France, the United Kingdom, Germany, Luxembourg,
Ireland, the Channel Islands, Brazil, the Bahamas, Bermuda, the Cayman Islands, the British
Virgin Islands, Mauritius, China, India, and Japan. We have also advised securities exchanges,
global custodians, global distributors, and administrators on a variety of issues. Morgan Lewis
has international offices located in Beijing, Brussels, Frankfurt, London, Paris, and Tokyo.
Real Estate. Morgan Lewis has a preeminent practice representing institutional real estate
investors. We have advised on real estate funds organized in many jurisdictions, including the
United States, Europe, Asia, and the emerging markets. In this connection, we have counseled
many investors on tax issues related to the structures of the funds and their investments. Given
the level of our investor representation, we can provide up-to-date insight into terms and
conditions that are prevalent in these markets. This knowledge and expertise adds to our value in
representing our clients. We also have substantial experience handling real estate joint ventures
for institutional investors.
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Timeline and Supporting Documents Related to
Starboard Value and Opportunity Investment

INVESTING FOR FLORIDA’S
FUTURE
1

1

12/07 - Trent Webster (Senior Portfolio Manager) prepares "Activist Investing" white paper for evaluation by Senior Investment Group and outside consultants

2

4/17/07 - IAC Meeting -Activist Investing Presentation and Activist Investing white paper presented to IAC by Trent Webster

3

4/17/07 - IAC Meeting - Strategic Asset Class Work Plan Including Activist Investing Presented to IAC

4

6/26/08 – IAC Meeting: “Corp. Governance Activist..Wilshire will support search in Summer '08"

5

9/25/08 – IAC Meeting: Corporate Activist Update “Wilshire supporting a search”

6

10/1/08 (2:16AM) – Trent Webster requests list of potential activist managers from Wilshire Consulting

7

10/1/08 (5:37PM) – Wilshire provides a list of potential activist managers which includes Ramius

8

10/20/08 – Webster asks Wilshire to “identify funds that are run exclusively as an activist corporate governance strategy”
10/20/08 – Ash Williams starts at SBA

9

10/21/08 – Wilshire provides Webster qualified list of activist corporate governance specialized managers which includes Ramius

10

11/13/08 – Webster asks Wilshire for a copy of the RFI questionnaire to review

11

11/16/08 – Wilshire provides Webster with their proposed RFI

12

12/4/08 – IAC Meeting: Corporate Gov. Activist “Search started Sept ’08; Meetings 1stQ’09: recommendations to follow”

13

12/4/08 – Wilshire emails RFI to candidate list which includes Ramius (David Goracy)

14

12/8/08 - Strauss emails Ash; “understand you have announced an RFI in the field of activist
investing…I hope you will consider Ramius a worthwhile resource..”

15

12/10/08 - Ramius (Vice President-Michael Benwitt) sends Non-Disclosure Agreement (NDA) to Wishire Consulting

16

1/13/09 – Webster initiates Non-Disclosure Agreement (NDA) contract development from legal (worksheet)

16

1/21/09 – NDA Agreement Staffing sheet signed by Webster (Contract Name: Ramius Capital Group NDA)

16

1/21/09 - NDA Agreement Staffing sheet signed by Treanor

16

1/27/09 – NDA Agreement Staffing sheet signed by SigRist

17

1/28/09 – NDA Agreement Staffing sheet signed by legal/sent to Ramius with amendments for execution

18

2/2/09 - Ash Williams signs NDA agreement

19

2/2/09 (3:50PM) – Ash emails Strauss “ I have just executed limited confy docs to further our dili on Ramius. We look forward to working with you as our
decision process advances.”

20

2/2/09 – (7:03PM) – Strauss emails Ash he has assigned Gray to interact “with appropriate person on your team….perhaps you and I can step aside while the
necessary work gets done.”
(Webster was in New York w/o 2/2/09)

21

2/09/09 – 8:15 AM) Webster asks Kevin about Ash’s call while he was out of town on RCG update:
“When I was out, Ash left me a message saying he had executed a document with RCG and asked me to update him when I returned. I cannot recall anything we
are doing with RCG. Can you help me? Did I miss something?” (Webster doesn’t recall the RCG name as he refers to them as “Ramius”)

22

2/10/09 – Gray emails Ash requesting "meeting or call with you and/or appropriate investment professionals"

23

2/11/09 – Webster emails Ash “awaiting the submission from RCG (Ramius)”

24

3/12/09 - – IAC Meeting: Corporate Gov. Activist “Search started Sept ’08; Meetings 1stQ’09: recommendations to follow”

25

3/09 – Structured Investment Process Initiated by Webster

26

8/10/09 – Ramius put in Strategic Investment pipeline process

27

9/24/09 - IAC meeting- "Interviews being conducted"

28

11/6/09 – Wilshire provides Prudent Person and investment analysis letter to SBA.
“In summary, we believe the product to be a suitable investment option within the Strategic Investment asset class.”

29

12/3/09 - IAC Meeting - "Due Diligence and legal negotiation continue on two additional firms"
3/2/10 – Williams approves staff recommendation to invest

30

3/3/10 - IAC Meeting: Corporate Gov. Activist “Ramius: (Investment approval pending)”

31

6/7/2010 - IAC Meeting: Corporate Gov. Activist “Ramius: (Investment approved: in legal neogtiations)”

32

7/4/10 – St Petersburg Times runs article falsely accusing Williams of using his public position “to help his friends” cites Ramius as an example

33

9/21/10 – Ramius meeting with SBA staff (including Ash Williams) organized by Webster in Tallahassee

34

11/10/10 – Webster emails Richard Gray at Ramius
“FYI The St Pete Times is enquiring about our potential investment with Ramius so keep a heads up. Frankly, I have no idea what they are going to write about.
My guess is that it is going to be some innuendo about Ash knowing Tom when Ash was at Fir Tree but Ash had no doing whatsoever in this. You guys came to
us through Wilshire. He didn’t know I was talking to you until he saw the NDA for him to sign on his desk. He also made it crystal clear to me that if I didn’t think
Ramius was a good investment, we shouldn’t go forward, which has always been the word from above here.”

35

12/22/10 – Ramius meeting with SBA staff organized by Webster who comments in meeting request:
“We are investing in the Ramius Value and Opportunity Fund. Ramius is changing their ownership structure of the fund. Currently, the fund is owned 100% by
Ramius, which is a publicly traded company. Ramius is going to sell a majority stake in the company to three current Ramius employees who work on the fund.
Nothing else will change. Tom Strauss, Jeff Smith and Rich Gray will be in our office to discuss the ownership change.” Ash is unable to attend.

36

3/4/2011 – Ramius publicly announces spin-off of Starboard

37

3/22/10 - SBA legal staff engages Sidley Austin LLP to "review fund documents, negotiate and draft/review any changes or supplemental agreements…."

38

4/29/11 - Ash Williams signs investment contract and conflict of interest certification

