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Disclosures

Copyright© Frank Russell Company 2003. All rights reserved. This material is proprietary and may not be reproduced, transferred, or
distributed in any form without prior written permission from Frank Russell Company.

Frank Russell Company is the owner of the trademarks, service marks, and copyrights related to it's indexes.
Indexes and/or benchmarks are unmanaged and cannot be invested in directly.
Returns represent past performance, are not a guarantee of future performance, and are not indicative of any specific investment.

This material is a product of Frank Russell Company, a registered investment adviser under the Investment Advisers Act of 1940. The
information, analyses and opinions set forth herein are intended to serve as general information only and should not be relied upon by
any individual or entity as advice or recommendations specific to that individual or entity. Anyone using this material should consult with
their own attorney, accountant, financial or tax adviser or consultants on whom they rely for investment advice specific to their own
circumstances.

Diversification does not assure a profit or guarantee against loss in declining markets.

Unless otherwise noted, source for the data in this presentation is Frank Russell Company.

Specific sector funds can be subject to different and greater risks than more diversified funds.

Non-US markets entail different risks than those typically associated with US markets, including currency fluctuations, political and
economic instability, accounting changes, and foreign taxation. Securities may be less liquid and more volatile. If applicable, please see
a Prospectus for further detail.

Investments in emerging or developing markets involve exposure to economic structures that are generally less diverse and mature, and
to political systems which can be expected to have less stability than those of more developed countries. Securities may be less liquid
and more volatile than US and longer-established non-US markets. If applicable, please see the Prospectus for further detail.

Specific sector funds can be subject to different and greater risks than more diversified funds.

Small company issues are subject to considerable price fluctuations and are more volatile than large company stocks. Small cap funds
may involve considerably more risk than funds investing in larger-cap companies.

In general, alternative investments involve a high degree of risk, including potential loss of principal; can be highly illiquid and can charge
higher fees than other investments. Hedge strategies and private equity investments are not subject to the same regulatory requirements
as registered investment products. Hedge strategies often engage in leveraging and other speculative investment practices that may
increase the risk of investment loss.

There are no assurances that the investment goals and objectives stated in this material will be met.
Date of First Use: November 4, 2003
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Are actions consistent with policies?

Implement

4. Russell




Investment fund is a
significant operation

Business
Operations

Investment
Operations

Liabilities/

Liabilities Obligations

4. Russell




Basic elements of the investment policy

= Who are we?
= Key decision-makers
= Roles and responsibilities

= What do we believe?
* Investment objectives
= Asset allocation framework
= Asset class guidelines

= What is acceptable?

= Basic considerations regarding cash flow, spending
policy, liquidity and volatility of returns

= Basic guidelines regarding acceptable investments and

investment strategies
. Russell




Example of an investment
policy statement

Scope of policy Individual asset classes
Purpose of assets - equity
Investment philosophy fixed income

- real estate
Investment objectives

private equity
Policy asset allocation currency

and ranges cash and other

Performance benchmarks Manager selection guidelines

and objectives Monitoring process
Diversification guidelines - reporting

- auditing
Proxy voting

4. Russell




The fiduciary cycle in detail

Objective Setting

Asset Allocation
Asset Class Strategy
IMPLEMENT E
Portfolio Structure
Biggest Potential :
for Sponsor Manager Selection/
Monitoring

Sli
ippage

4. Russell




Planning the cornerstone
for best results

m Decision making authority, policy

PLAN Governance and procedures

m Clear and realistic investment
expectations

Asset Allocation m Asset allocation policy

Objective Setting

4. Russell




Roles of the three types of fiduciaries

Communication and
reporting are critical
elements

4. Russell




Roles and responsibilities

« m > Implement and Review

A

Policy Strategy Management Execution Control
Fiduciary Fund Objectives Asset Class Manager Security Review for
Level Asset Allocation Strategies & Meetings and Selection Compliance
eve Internal/External Structure Implementation vs Objectives
Review
Boasiot\),?g]i::?:tors Oversees Oversees Oversees Oversees g:;s;rnf::
Decisions
“Managing” Review
Investment Oversees Oversees Staff
(Sub) Committees Decisions
“Operating” Review
sy’ Recommends Recommends Oversees Manager
Decisions
“Operating” Compliance
Investment Consulted Consulted vs.
Managers Guidelines

M. Russell




Objectives lay the groundwork

= Focus on key priorities
= Minimize ad-hoc revisions

= Provides continuity
and discipline through
difficult periods

= Demonstrates clear
thinking and planning

= Communicates to
all fiduciaries

= Review annually

4. Russell




Clarifying objectives is
a valuable journey

Meaningful msssssmml-  Focus on key relationships
Measurable memmmmmm-  Allows success to be measured
Achievable e Ensures expectations are
appropriate
Reflect the / Too short - sights may be set
right time too low
horizon \

Too long - strategy may not be
maintained

Asset allocation the chief expression of risk tolerance!

4. Russell




Effective implementation critical

m Specific investment

Portfolio Structure )
manager strategies

IMPLEMENT

m Best available candidates
for fund

Manager Selection/
Monitoring

" avord “sippger "
Execution . .
avoids “slippage”

4. Russell




Asset class selection specific

to objectives

Primary Asset Classes

Fixed Income

Real Estate

Other Strategies

Sub-Asset Classes

Large Cap

Small Cap

Private Equity

Developed Non-US Equity
Emerging Markets
Currency

US Fixed Income
Non-US Fixed Income
High-Yield Fixed Income
Emerging-Market Debt

Public
Private

Hedge Funds, Commaodities,
Resource based, Market Neutral
Managed futures

4. Russell




Understand and manage
broad market bets

-

Large
® Manager B
Index....
1.0 4 )
. * Manager C
Composite
Manager A
Small

~

K Value 1.0

-

New Weights \

Growtr%

This is a hypothetical example meant for illustrative purposes only.

\ Value

Large
o Manager B
10 1‘4;._I.r._1.d.e:.x _______________________________________
.Composne Manager C
Manager A
Small
1.0

Growt%
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Checklist for asset class
strategy/structure

J Affirm intended structure/strategy
q/ Document objectives and tilts and biases, if any
J Monitor and manage undesired structural bets

J Establish review procedures

4. Russell




Checklist for manager
selection/monitoring

v
v

v
v

Hire/Retain only high confidence firms

Document expectations

Monitor for compliance

Develop formal process for
underperforming strategies

4. Russell




Checklist for execution/trading

<

KK K

Document fund and manager guidelines
Define rebalancing policy

Develop effective transition strategies
(portfolio changes and rebalancing)

Establish compliance procedures for trading

Managing Slippage

4. Russell




Review strategies relative to objectives

m Evaluating results vs.
objectives and benchmarks

4. Russell




Reporting should target
fiduciary’s needs

“Top Line Summary”

= Compliance to standards and objectives
Governing = Reality check on oversight
Fiduciary _ _

= Results versus objectives

o /
/“Decision-Making Summary” )
= Confirm or modify plan policies and guidelines
MUEEE g = Reality check on operations
Fiduciary .
= Performance - asset class and strategies

= Investment manager review and analysis

J

“Implementation Summary”

Operating = Agent oversight

Pl = Due diligence of implementation procedures
= Performance - manager based
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Integrating policy and
investment program

Clearly written statement

Asset allocation policy mix consistent
with objectives

= Rebalancing ranges
= Acceptable asset classes

Effective benchmarks

Accountability

4. Russell
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Investment policies are dynamic tools...

The named fiduciary owns the investment policy
of the fund, written and implemented...

therefore, part of the process is to change them
as necessary

New spending obligations

Different risk tolerance or funding objectives
New Board Members/Fiduciaries

Evolving capital markets

4. Russell
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