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About th e Illinois M u nicipal Retirement Fun d

The Illinois Municipal Retirement Fund was created in 1939 by the Illinois General Assembly
and began operating in 1941 with 5 original employers and $5,000 in assets. Today IMRF
serves approximately 2,900 employers and has approximately S24 billion in assets.

Since 1941, IMRF has provided employees of local governme nts and school districts in
Illinois (with the exception of the City of Chicago and Cook County) with a sound and
efficient system for the payment of retirement, disability , and death benefits.

As of December 2007, IMRF counted 177,783 active members, 86,362 benefit recipients,
and 2,926 local units of government in Illinois.

IMRF Mission Statement

"To efficiently and impartially
develop, implement, and administer

in a prudent manner programs that provide
income protection to members and their beneficiaries

on behalfofpa rticipating employers. "

Ho w i~ (M RF admin istcrr..d?

IMRF is established under statutes adopted by the I.U i.Q Q I6...GelleI~ 1 Ass~ID!lIy: . It is governed
by a Soard of eight trustees who must also be participat ing members and one trustee who
must be receiving an IMRF annuity.

Four trustees are elected by employers, three are elected by participating members, and one
annuitant trustee is elected by IMRF annuitants [individuals receiving lMRF retirement
benefits). Trustees receive no compensation, only reimbursement for expenses

The Board appoints an Executive Director who is responsible for all administrati ve functions
and supervision of staff employees. The Board also appoints medical and investment
consultants, an actuary and an independent auditor.

lMRF administers three plans: Regular IM8f, Sheriffs law Enfor~ment ~ersonnellSkEP),

and the EI~ad County QtficialElan (ECO).

110\\ du D-1 RF benefi ts plans wurk for ou r members'!

How the I~RF ptan opera tes loca lly
IMRF serves employers including cities, Villages, counties, school districts, townships and
various special districts, such as parks, forest preserves and sanitary districts. Although total
participation exceeds 177,000 members, IMRF is a local program. Each employer builds up
an account to provide future benefits for its own employees .

How the I·....RF Sl EP pla n operates locall y
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The IMRF SLEP program curren tly serves approximately 130 units of governme nt and has a
me mbership of more than 3,000 participants. However, IMRF is still a local program. Each
SLEP employer builds up a sav ings account to provide pensions for its SLEP members.

How th e lMR F ECO plan operates locally
The ECO plan is an alterna tive benefit plan for elected county offici als prOViding en hanced
disab ility, retirem ent, and death benefits .The ECO plan is an employer opti on, the coun ty
mu st firs t adopt til e plan in order for the elected county off icial to participate in it.

IMRF Authorized Agents
Each IMRF employer appoint s one of its empl oyees to serve as IMRF Authorized Ag ent.
Your IMRF Authorized Agent handles the ope ratio n of the plan local ly and has th e necessary
forms to apply for all lMRF benefits .

If you have que stions regard ing IMRF benefits , contact us by email or by calling 1-800-ASK-IM RF (1-800-275-4673)

I Herne Page I Members I Retir ees I !; IIIPtoYl:ln, tneceveueeeee I Pubtica ticns Il,.€!gisl ation I Find IMRf I Em ploymentat
IM RF I Board of Tru stees I

I [i.eld_$l:lfvj c.es I AbO!JtJMRf I Press Room I Priv53.GY .PQlicy and Lega l Disclaimer I Sea rch JMRF: Qnhne I

1J1RF Online provides a brief summary ofIMRF benefits and the adminstranon a/those benefi ts. l.HRF members' and employers' rights
and obligations we governed by Article t ofthe Illinois Pension Code. Statements in these publications are general. and the Illinois state
law governing f},IRFis complex and specific. 1/a conflict arises between information in these publications and the law, all decisions are

based on the law.

For questions or comments abo ut this web site, email the webmaster.
Copyright © Illinoi s Municipal Retireme nt Fund
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About the IMRF Hoard of Trustees

lMRF is go....emeo by an eight-mem ber Board of Trustees .

The IMRF Board of Trustees meets monthly for its full Board meeting. Some Board
committees meet monthly , others meet as needed. Board members serve without
compensation but are reimbur sed for their expenses, inc luding lost wages if they are not paid
by their employers during absences while performing IMRF board duties .

The Board is also divided into committees to deal with different areas of business.

lMRF Board members serve five-year staggered terms:

• Four of the Board members are Executive Trustees and are elected by participating
units of government,

• Three are Employee Trustees and are elected by participating IMRF mem bers, and
• One Annuitant Trustee who is elected by IMRF annuitants.

Eligibility and nominating procedures vary based on the type of trustee:

Emp loyee Trustees:

Any IMRF member who has eight years of IMRF service credit as of
December 31 of the election year is eligible to be nominated.

Nominating petitions are available on the IMRF website on June 30 of
the election year and explain the nominating procedures. If a mem ber
would like to nominate a candidate for employee trustee, the following
steps would be taken:

Obtain a sample nominating petition from the IMRF
website.

The petition must have at least 350 signatures of IMRF
members who must have participated in IMRF during July
of the election year. This Includes members on seasonal
leave.

Nominatin g petitions are accepted in the IMRF office
between August 1 and September 15 of the election year

Executive trustees:

Nominating petitions are available on the IMRF website on June 30 of
the elect ion year and explain the nominating procedures.

Nominating petitions for executive trustee cand idates can be submitted
either by authorized agents or by governing bodies of IMRF employers .
Regardless of who submits the nominating petitions . at least three
petitions must be submitted

http;/lwww.inuf.org/boardJabout board.htm 3123/2009
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If an authorized agent submits a nominating petition, his or her notice of
appointment must be on file with IMRF, and the notice of appointment
must indicate that the authorized agent has been delegated the power to
make such nomination .

If a governing body files a petition, the petition must be adopted by the
governing body and certified by the clerk or other proper offici al.

A nominee for executive trustee must be employed by an IMRF
employer as a chief executive off icer, chief finance officer, or other
officer, executive or department head. The nominee must also
participate in IMRF and have at least eight years of IMRF service credit
as of December 31 of the election year.

Nominating petitions are accepted in the IMRF office between August 1
and, September 15, of the election year.

Annui tant Tru stees:

To run for the office of Annu itant Trustee, a person must be receiving an
IMRF annuity (pension) on January tot the year the term begins
(therefore, members who plan to retire by December 31 of the election
year are eligible to run for th is office).

Nominating petitions are available on the IMRF website on June 30 of
the election year and explain the nominating procedures.

Candidates for the position of annuitant trustee must submit nominating
petitions signed by at least 100 eligible IMRF annuitants. Persons
receiving an IMRF annuity in July of the election year are eligible to sign
a candidate's petition.

Nominating petition s are accepted in the IMRF office between August 1
and September 15 of the elect ion year.

If you have questions regarding IMRF benefits , contact us by emeliJ or by calling 1-800-ASK-IMRF (1-800-275-4673)

I Hom!t.PlIQ...e I M~1TJ9~ IReJiL~eJ.i I EJTIQ.I QY.eIS- I lnag ]'1r;1,o1emb-.ru: I ~LLb:I~;;I1LQns l l,. egi~Jalto l1 I FiruUMRE I E!JIW YDJ!IDlRI
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[MRF Online prov ides a brieJ summary of lMRF benefi ts and the adminslralion ofthose benefits. IMRF members' and employers ' rights
and obligations (Ire governed by Article 70Jth.. Illino is Pension Code. S tatements in these publications are general , and the fIIinois slate
law governing IMRF is complex and specific. lJ a confl ict ar ises between information in these pu blications and the law. all decisions are

based on the law
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and governed by the Prudent Man Rule, it is the mission of
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L\1RF investment portfolio thro ugh a policy of diversifi ed

investment using parameters ofprudent risk management
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STATEMENT OF INVESTMENT POLICY

I. Intro duction

This s ta tement of investment policy was adopted by the Illinois Municipal
Retirement Fund Board of Trus tees on J anuary 23, 2 00 9 . This policy will be
reviewed annually by th e Board of Trustees.

The Illin ois Mu ni cipal Retirement Fund (the Fund) wa s esta blished in 194 1 by
a n Act of the Illinois Legis lature. The pu rpose of th e Fund is th e
a ccum ula tion of assets exclusively for the benefit of the members a n d their
benefici a ri es and for the payment of retirem ent , disa b ility and death benefits
as defined in Ar ticle 7 Chapter 40 of the Illinois Compiled Statutes. The Fund
is adminis tered by an eight member Board of Trustees (the Board) who are
authorized to carry out the provisions of such Article.

Article 1 Chapter 40 Section 109 of the Illin ois Compiled Sta tu tes provid es th e
key legal cri te ria regarding investment policy a s follows:

"Du ties of Fiduciaries. A fiduciary with respect to a retirement system or
pen sion fu nd established under this Code shall d ischarge his or h er d u ties
with respect to the re tir em ent system or pension fund solely in th e interest
of th e participants and beneficiar ies and:

1. For the exclusive purpose of:

(a) Providing benefits to partic ipants and thei r beneficiaries.

{b ] Defraying reasonable expenses of adm in ister in g the retirement
system or pe nsion fu nd .

2 . With the care , s kill, prud ence, and diligence u n d er the circum-stances
then prevailing that a p rudent man a cting in a like ca pa city and
familiar with such matters would use in the conduct of an enterprise of
a like character with like aims.

3 . By diversifying the investments of the re tiremen t system or pensio n
fund so as to minimize th e ris k of large losses, u nless under the
circums tances it is cle arly prudent not to do so ; and

4. In a ccordance with the provisions of the Article of the Pen s ion Code
governing the retirement system or pen si on fu nd. "



The purpose of this s tatement of investment policy is to formalize the Board's
investment objectives , policies and procedures and to defme th e duties and
responsibilities of the various entities involved in the in ves tment process. Th e
Guidelines incorporated into the Fund 's Investment Management Agreements ,
and the Fund's Inves tment Depa rtment Management Directions , are to be
considered extensions of this statement of investment policy, individually and
in total.

No provis ion of this s tatement of investment po licy shall be co n strued in
con travention of the enablin g legis lation found in th e Illinois Pen s ion Code.

II . Investment Policy

The members of the Board, employees of the Board , and a gents thereof stand
in a fid u ciary rela tionsh ip to the members of the system regarding the
investment and disbu rsemen t of a ny of the mo nies in the Fund. In exercising
this fiduciary respon s ibility , the Board is governed by the pruden t man rule.

Within this framework the Board seeks to optimize the to tal return on the
Fund's portfo lio through a policy of diversified in ves tm en t to achieve
maximum rates of retu rn within a parameter of pruden t r isk as measured on
the total portfolio .

A. Investment Ma nager Selection Policy
The Board has a responsibility to its members and participating
employers to make investments with the objec tive of obtaining superior
total long-term rates of return while using acceptable levels of risk and
reasonable control of costs . The s trategy of the Board is to achieve
superior long-term rates of retu rn through the use of a d iversifie d
inves tment portfolio. The Board engages various inves tment managers to
implement this strategy. The availability of qualified m inority and
women-owned business en terprises is recognized by the Board. The
characteristic of bei ng a minority or woman-owned bu siness enterprise is
not a barrier to employment by the Board.

It is the policy of the Board to include qu al ified minority and wom en ­
owned business enterprises in the Fund 's investment manager selection
process and to objectively evaluate all qu alified investment manager
candidates regard less of race, gender or handicap.

The Board will evaluate all qualified investment manager candidates with
emphasi s on : demonstrated professional performance; organiza tional
depth; institutional investment management capability; and
reasonableness of fee structure , regardless of the amount of investm ent
assets under management, or age of the investment management firm .

2



The Board will u se professional consultants that do not u se
discrimina tory practices in the creation and ma intenance of their
investment manager databases and will require the consultants u sed by
the Fu nd to affirm their use of nondiscriminatory practices when
recommending inves tment manager candida tes to the Board.

B. Minority and Women-owned Business Enterprise Investment
Manager Goal
It shall be the goal of th e Board tha t , subject to it s fid u ciary
responsibility , 20 percent of actively managed inves tment asset s be
managed by minority a nd women- owned bu sines s enterprise
inves tment m anagers . This goal sh all be re viewed annually.

C. Investment in Illinois Businesses
The Board recogn izes that investments made in busin esses operating in
Illinois a nd in real esta te a nd other assets in the state may co n tribute
to a n improved economi c climate in th e s tate. Therefore, wh ere
investment characteristics such as competitive rate of return in relation
to th e r isks involved , mi nimum quality standards, liqu id ity
considerations, and other investment objectives of the Board are
equivalent, the Board favors investments which will have a po sitive
impact on th e economy of Illinois. However , nothing in this paragra ph
shall be cons trued to favor the foregoing of investment return in order
to provide a su bsidy to a particular group to the detriment of th e Fund
members , their beneficiaries , or th eir publ ic employers .

D. Policy Requiring Certification of Compliance with the Require­
ments of the Illinois High Risk Home Loan Act

1. It is the po licy of th e Illinois Mu nicipa l Retiremen t Fund (IMRF)
tha t , u nless otherwise inconsistent with any fiduciary du ties that
may apply, no Illinois finance entity may receive deposits or
inves tment s from IMRF unless it certifies that it com plies with the
requiremen ts of the Illinois High Risk Home Loan Act (81 5 ILCS
137 /1 et seq.) and the rules adopted pursuant to that Act that
are applicable to that finance entity. This certifica tion is required
before an Illinois finance enti ty receives a deposit or a ny a ssets to
invest from IMRF and annu ally the rea fter. For Illin ois finance
entities with whom IMRF is investing or depo s iting assets on the
effec tive date of th is policy, the in it ial certification required shall
be completed within 6 months after the effective date.

2 . If an Illinois fmance entity fails to submit an annual certification,
then IMRF shal l n otify that Illin ois finance entity . The Illinois
finance entity shall , within 30 days after the date of notification ,

3



either (i) notify IMRF of its intention to certify a nd complete
certification or (ii) notify IMRF of it s intention not to complete
cer tification . If an Illinois finance enti ty fails to provide
certification, then IMRF shall , wit hin 90 days, divest, or attempt
in good faith to divest , its assets with that Illinois finance entity.
IMRF shall immediately notify the Public Pension Division of the
Department of Financial and Profess ional Regulation of th e
Illinois finance en tity's fa ilu re to provi de ce rtifica tion.

3 . IMRF shal l annually su bmit copies of the cer tifica tion s t o the
Public Pen sion Division of the Department of Financial and
Profes sion al Regulation.

4 . For purposes of this policy , "Illin ois finance en ti ty" means any
entity chartered u nder the Illinois Banking Act , the Savings Bank
Act , the Illinois Credit Uni on Act, or th e Illinois Savings and Loan
Act of 1985 and any person or entity licensed u n der the
Residen tial Mortgage License Act of 1987, the Consumer
Ins tallment Loan Act, or the Sales Finance Agency Act.

5 . The required certifica tion (see Exhibi t A, attached hereto) must be
submitted.

4



Exhibit A

Illinois Municipal Retirement Fund

Certification of Compliance

Illinois High Risk Home Loan Act

I, , serving in the capacity o f • on th is _ _

day of • 20 __, being duly sworn and having knowledge of all matters set forth

herein. state. affi rm and certify as follow s:

1. I represent _ _ -,-,-_,-,-_ _ = ,-,-,-,-,--- .and I am duly
authorized to provide this certificate on its beh alf.

2. I am aware of the reoulreruents o f Section 1-1 10.10 ottne Illinois Pension Code I ~O

ILCS 5 f l - 110 .10). as we ll 35 the requireme nts of the High Risk Ho me Loan Act, (t'\ CI),
SInd any rules adopted pursuant thereto.

3 Under me terms of the nnools Pension Code, _
IS deemed 'In Illinois Finance Entity.

I am awa re that no pension fund assets may be handled by the Hlmors Finance Entity if
it is no, in compliance with the provisions of the High Risk Home Loan Act . inclt.dlng
the fIIiGg of a completed certi fication with the Illino is Munic ipal Retirement Fund

5 I certify that is in com pliance with all the
requirements of the High Risk Loan Act and the rules adapted pursuant to the At 1.

(Firm)

(Signatl.o rel

State o f ~ _

Count)' ot_~ _

Suoscnc eo anc sv:-orr- before me b'(

(Name of Officer)

(Title)

___ on this _ day o f _

Notary

My Comavss ioo Expires: _

5



III. Investment Objectives

To assure an a dequate a ccu m ulation of assets in the Fund a t the lea s t cost to
the taxpayers of the s tate and to provide some protection against the eros ion
of principa l by in flation , th e investment objectives a re:

1. Achieve and maintain the Illinois Municipal Retirement Fund in
excess of th e present value of a ccrued benefits .

2 . Ach ieve for the total Fund a total ra te of return in excess of
in flation .

3 . Achieve a total rate of re turn in excess of the assumed investment
ra te of return.

IV. Investment Portfolio Objectives

1. Achieve in domes tic equity securities a total return that exceeds
the total return of the Dow J ones Wilshire 5000 Index. In
a dd ition, the Board expects to earn a minimum of 5 percent in
exce ss of inflation over a moving 5 year period.

2. Ach ieve in international equities a total ret urn that ex ceeds the
total return of the Morgan Stanley Capital In ternational, All
Country World Index ex -US (MSCI ACWI ex- US). In addition. the
Board expec t s to earn a minimum of 5 percent in excess of
inflation over a moving 5 year period.

3 . Ach ieve in fixe d in come securitie s a total re turn tha t exceeds the
Barclays Capital Aggregate Bond Index over a moving 5 year
pe riod. In addition , the Board expects to earn a minim u m of 2
percent in excess of inflation ove r a moving 5 year period .

4 . Achieve in the real estate portfolio a retu rn th at exceeds the
NCREIF-NPI plus 1 percen t over a moving three year period.

5 . Achieve in the alterna tive investment portfolio a total return equal
to one and on e- half times the expected equity return ove r a
moving 5 year period .

6 . Ach ieve in the internally mana ged cash po rtfolio perforrnance in
excess of 3D-day U.S . Trea sury Bills .
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The Board seeks to meet these objectives with in acceptable risk parameters
th rou gh adherence to a policy of divers ification of investments by type,
industry. investment manager style and geographical location.

V. Brokerage

The firms that are to act as a securities broker- dealer with respect to the
pu rchase a nd sa le of assets for the Fund shall be selected by the investmen t
m anager in its sa le discretion. The inves tment manager or any entity
controlled by or controlling it , or affiliated wit h it , shall not act as a securities
broker-dealer with respect to purchases and sales of assets allocated to the
investmen t ma na ger un less the Board specifically approves such action .

In the selection of broker-dea lers with whom to place orders for the purchase
or sale of secu rities for the Fund. th e primary objective of the investment
mana ger shall be to ob ta in the mos t favorable results for the Fund. The
investment manager's selectio n of broker-dealers may ta ke into account such
relevant fac tors as (1) price and/or commission; (2) th e broker- dealer's
fac ilities, reliab ility a nd financial responsib ility; (3) th e ability of the broker­
dealer to effec t securities transactions, particu la r ly with res pect to such
aspects as timi ng, order si ze, execution of orders and th e abili ty to complete
a transaction through clearance, settle men t a nd delivery ; a nd (4) the
research and other services provided by such broker-dealer to the in ves tment
manager which are expected to enhance general por tfolio m anagement
capabilities, notwith s tandin g the fact th at the Fund may not be the direct or
exclusive beneficiary of such services. The investment manager's selection of
such broker-dealers shall be in accordance with Article I of the Illinois
Pens ion Code (40 ILCS 5/ 1- 10 1 ~t seq.), th e Investment Advisors Act of 1940
an d any oth er applicable securities laws , rules and regulations.

A. Commission Recapture
The Board specifically reserves to itself the righ t to d irect throu gh
certain inves tment managers up to 25 percent of the brokerage
com missions paid for the purpose of purchasing resea rch and other
services requ ired by the Fu n d .

B. Minority and Women-owned Business Enterprise Broker-Dealer
Goal
It shall be the goal of the Illin ois Municipal Retirement Fu nd that,
subject to best execution, 20% of brokerage from actively managed
separate a ccou nt portfolios be executed by m in ority and women
business enterprise broker/dealers . Managers of h igh yield bond
portfolios, small-cap international equity portfolios, micro-ca p equity
portfolios , and emerging m arket portfolios are direc ted to use their bes t
effort s to execute their brokerage through mi nority and women

7



business enterprise broke r / deale rs .
annually.

VI. Duties and Responsibilities

This goal will be reviewed

Th e members of the Board are respons ib le, as trustees, for the proper
management of the a ssets of the Fund . In discharging th is responsibility the
Board has delegated ce rtain functio ns to the staff and to various contractors
who provide professional services to the Board. All persons who act a s a gents
of the Board sh all adh ere to th e highest standa rds of professional integrity
and honesty and are prohibited by law from profiting directly or indirectly
from the inves tments of the Fund . However, this shall not preclude an agen t
of the Board from acting as principal participant or servicer in transactions
with the Fund when that interest is fu lly di sclosed and app roved by the
Board.

A. Investment Managers
The Board con tinually seeks to em ploy in vestment managers who
possess superior capabilities in the management of assets of pu blic
retirement fu nds. The Board fu rther requires those investment
managers selected a nd working on its behalf to meet the following set of
cond itions:

1. To recommend a ctions which in their bes t profess ional ju dgmen t
a re in th e best interests of the Fund to meet the investment
objectives . Such recommendations in clude but are not limited to
(a) the allocation of funds among a lte rna tive types of investments;
(b) specific inves tmen t opportu nities regarding the acquisition,
rete n tion or disposition of investments; a nd [c] the addition ,
deletion or modifica tion of a uthorized inves tm en ts .

2 . To execute all inves tment tra n saction s on behalf of the Fund at
the best net price , utilizin g such broke rs and dealers as they
deem appropriate to obtain the bes t exec u tion ca pa bilities and /or
valu a ble information with respect to the economy and the affa ir s
of corporatio n s at the lowest cost to th e Fund.

3. To report to the Fund in most in s tances monthly , but at least
quarterly, on the composition a nd relative performance of the
investments in their des igna ted po r tfolios ; the economic and
investment outlook for the near a nd long term; significant
changes in the portfolio u nder th eir management during the
quarter; and the rea son s for any significant di ffere nces between
the performance of their portfolios a nd the appropriate market
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in dices or other performance benchmarks established by the
Fund and th e investment managers.

4 . To report to the Fund monthly on the use of minority and women­
owned business en terpr ise broker-dealers.

5 . Additional responsibilities as detailed in each investm en t
manager's agreement with the Fund.

B. Investment Consultan t
The Board's Investment Consultant shall p rovide reports to the Board
on emerging trends and issues of con cern to public pension funds
generally an d to the Fund in particular. The Investment Consultant
shall also analyze a nd make recommendations with respect to th e
Board's policy, the inves tment plan, each investment manager's
im plementa tion of policy and strategy, the appropriate investment
horizon for the Fund given its actuarial characteristics, and such other
research as may be required from time to time .

The Inves tmen t Consultant shall use non-discriminatory practices
when recommending investmen t ma na ger candidates. When
conducting a search for a new investment manager, the Board requ ires
that all minority a nd women-owned business enterprise investment
management firm s evaluated during the search process be specifically
identified in the search report p resented to them. In addition, any
reasons for elim inating a minority or woman-owned business enterprise
investment man ager from further co nsideration must also be provided
in the report.

c. Staff
The Execu tive Director a nd the Directo r of Investments a re charged
with th e coordination of all inves tment activities and matters within th e
system. They shall repor t to the Board on emerging trends and is su es
of concern to public pension funds generally and to the Fund in
particu lar. The staff is respon sible
to the Boa rd for a co ntinuous review an d analysis of the cur ren t
investment climate and to recom mend a djustmen ts with respect to th e
Board's policy and investment plan which are appropriate to take
optimum advantage of new conditions a nd s trategies a s they arise in
the marketplace.

The s taff also continually reviews and analyzes the philosophies,
policies and strategies employed by the Fund 's investmen t managers
taking an in -depth look at their decision -makin g process and their
inves tment style in rela tion to present and projected investment
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horizon s a nd to ensu re tha t the goals and objectives of the Board a re
being met and acco mplished.

The Director of In ves tmen ts is res ponsible for the following:

1. Investing cash until it is needed to acquire perma nent
investments or to pay benefits or expenses .

2 . Coordinating investment transaction communications between
master trustee, investment managers , b rokers a nd staff.

3. Monitoring the securities lending program .

4 . Coordinating the development or m odifica tion of in vestment
reports with the m a s ter trustee and s ta ff.

5 . Reporting investment mana ger a ctivit ies to the Board .

6. Ensuring com pliance with investment policies an d procedures
establis hed by the Board.

7. Acting as liaison on behalf of the Board with a ll investment
mana gers and co nsultants .

8 . Reviewing all inves tmen t proposals presented by th e inves tment
mana gers and reviewing and summarizing sa me for action by the
Board .

9 . Analyzing and summarizing relevant publications, d iscussion s ,
m ee tings and research on current investment rela ted topics for
the Boa rd .

10. Responding to inquir ies from the s ta te legis lature,
membership , the press , other governmental representa tives
the public concerning the investments of the Fund.

the
and

11. Preparing recomm enda tion s for action necessary to implement
Board policy.

12. Performing such other d u ties a s m ay be re qu ired te implement
the Board 's s ta tem en t of investmen t policy and the in vestment
plan.

10



D. Performance Evaluation Consultant
The Performance Evaluation Con su ltan t shall provide qu a rterly
in ves tm en t perfonnance evalu ation and a na lys is to the Board , which
shall in clude performance measu rement for, the total fu n d agai n s t a
u n iverse of pension funds , and/or public pen s ion fu nds and statewid e
pen s ion funds. Furtherm ore, each inves tment manager employed by
the Fu nd shall be m easured agains t a ppropria te in dices and
benchmarks.

VII. Investment Guidelines

The lllinois Mu nicipal Retirement Fund is a matu re fund . The appro priate
inves tm ent horizon is in te rmed iate to long-te rm with due co nsideration of
the u se of short-ter m inves tments to meet cash flow requiremen ts .
Investmen t h orizon, as used in this context , d oes not refer to maturities of
secu rities in fixed income portfolios nor the periods over which investmen t
managers are mea sured .

The a llocation of fu nds to various asset cla sses is of utmost importance in
structu ring an efficient po rtfolio which is expected to meet the total Fund
investmen t objectives. In order to assure the m ost beneficial al location of
funds , the Board shall , with the a dvice of its Inves tment Consultant , draft
a nd a dopt an asset alloca tion plan with t arget investm ent al locations , a s a
percen t of the total Fund , for ea ch iden tified m ajor a sset class. Should th e
inves tm ent allocatio ns of the m ajor asset classes vary from the stated
targets by more tha n ~ 4 percent , it shall be the responsibility of the
Director of Investments and the In ves tment Consultant to recommend
rebalancing strategies to the Board for their a pp roval .

The asset a lloc a tio n of the Fund shall be re view ed a n nually by th e Boa rd
with the a ss is tance of the Inves tment Con sultant . Further, the Board
shall , with the assistance of th e Investment Consultant, condu ct a periodic
review of the asset allocation targets con s ideri ng th e curre nt and expected
fu ture lia bi lit ies of the Fund .

A. Domestic Equity Securities

1. Th e equity portfolio a s a whole shall be cons tructe d on four
fu nda mental p rinciples: diversification, quality , growth, and
value.

2 . Exposure of the total domes tic equ ity portfolio to anyone
secto r shall generally not d iffer by m ore than 5 percentage
po in ts from the sector exposure of the Dow Jones Wilshire
5000.
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3 . The amount of cash a nd cash equ ivalen ts held in the domes tic
equity portfolio gen erally sha ll not ex ceed 5 percent of the
to tal portfolio excep t during periods of cash contributions or
withdrawal s .

4 . IMRF shal l generally not hold m ore than 5 percen t of the
outstanding sh ares of any one company.

5. No individual security shall comprise more than 15 percent of
a manager's portfolio market value without Fund a pproval.

6 . Generally , no individual secu rity sh all com prise more than 5
percen t of th e total domestic equity portfol io.

7 . Equ ity securities m ust be listed on the principal U.S.
exchanges or tra ded over the cou n te r . ADRs (either lis ted or
traded over th e co u n te r) of foreign co m panies are permis sible.

8 . The use of co nvertible deb t instruments shall be cons idered
pa rt of the equity portfolio .

B. International Equity Securities

1. The in terna tional equity portfolio as a whole shall be
constructed on four fu nda men tal principles : diversification,
quality, growth, and valu e.

2 . In terna tion al equity managers shall only invest in equity
secu ri t ies of companies domiciled outside of the U.S.

3 . Generally. no individual security sha ll comprise more than 6
percent of the total international equity portfolio at market
va lue.

4 . The amount of cash and cash equ ival ents shall not excee d 10
percent of the to tal international equity portfolio except during
period s of cash contributions or withdrawals.

5. The exposure to any one country shall not exceed the h igher
of 25 percen t or two t imes the bench m ark weighting at market
value.

6 . The exp osure to any one sector shall n ot exceed the higher of
25 percent or two times the benchmark weighting at m arket
value.
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7 . In terna tional equity mana gers may engage ill variou s
transaction s to hedge currency. Forward contracts , fu tures
a nd options may be u sed for currency h edging pu rposes.
Managers are n ot permitted to utilize thes e transactions for
speculative pu rpos es.

C. Fix e d In c ome Securities

1. Bonds , not es or other obligations of indebtedness issued or
guaranteed by the U.S . government , it s agencies or
instrumentalities are permiss ible investments a nd may be
held wi thout restriction .

2 . The aver age cred it quality of th e total portfolio m u s t be
investment grade.

3 . An individ u al ma nager's por tfolio shall generally have an
effective dura tion between 80- 120 percent of the effective
duration of the a ppropriate index.

4. Debt obligations of any single U.S. corporation sh all generally
be limited to a maximum of 5 percent of the total portfolio at
m arket value.

5 . General ly , no more tha n 30 percent of a ma na ger's a ssets at
market val ue may be invested in securities rated below
investment grade at the tim e of purchase. Inves tment
ma na gers using high yiel d disciplines will not be subject to
above restriction .

6. U.S. corporate bond allocations m u s t be well-divers ified by
industry . Debt obligations of any U.S. industry shall generally
be limited to a maximum of 25 percent of the total portfolio at
market value.

7 . Private placements are authorized by th e Board on a n
individu al manager basis. Securi ties issued u n der rule 144A
will not be co n sidere d private pla cements .

8 . Bonds or oth er de bt obligations of foreign countries and
corporations payable in U.S. and in n on-U.S . fun ds a re
au thorized , bu t in general will not exceed , 15 percent of to tal
portfolio.
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9 . The use of swa ps , exchange traded financial fu tures, exchange
traded options on financial fu tures, a nd over the coun ter
options is subject to in dividual manager guidelines. Leverage
is not allowed excep t as permitted for rollin g m ortgage pass­
through securi ties .

10. No a ssets shall be committed to short sale con tracts.

D. Real Estate Investments
A separate Real Es ta te Statement of Inves tm ent Policy h a s been
adopted by the Board of Trustees . This Policy is an extension of the
Statement of Inve stment Policy . It will be reviewed by the Board of
Trustees a nnually.

E. Alternative Investments
The Alternative In ves tm en t portfolio will consist of ven tu re cap ital,
buyout , mezzanine, special situation , absolu te re tu rn , a gricul tu re
and timber investments . The investm ents will be m ade for long­
term returns , generally th rough the u se of lim ited partnership
veh icles, s epara te account veh icles and commingled funds .
Investments will be diversified in a m a nner tha t will broaden the
portfolio exposure to a wid e range of opportunities and p rovide a
m eans of controlling the inherent ris ks of new and d iffe ren t
in vestm ent a reas.

F. Short-term Investments
Pennissible short-term in ves tm en ts a re U.S . Trea sury Bills and
Notes, h igh -gr ad e commercial paper, repu rcha se agreements ,
banker 's acceptances, a n d cert ificates of d eposi t. Commercia l paper
in ves tm ents s hall be m ade in in strument s rated "A-2" or "P-2" or
bette r a s defin ed by a recognized rating service . Comparab le ratings
are requ ir ed for banker's accep tances an d certificates of deposit. No
more than $20 m illion of current m arket valu e s hall be invested in
the securities of any one is s u er, with the exception of the U.S.
gover n m en t a nd its agencie s .

VIII . Securities Lending

The practice of in stitutions len ding securmes is well established among
many pu blic pensi on fu n ds. The Board , recognizing that lend ing securi ties
carr p rovi d e valuable incrementa l income, directs th a t a security len d ing
program be esta blished and operated by the m a s ter trus tee on behalf of
the Fund under the following guidelines and principles :
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1. Securities Loa n Agreements sh all be entered into with
borrowers whose credit and expertise have been reviewed by
the m a s ter trustee .

2 . All security loans shall be collateralized by cash, irrevoca ble
letters-of-credit or se curities . The amount of collatera l,
subject to de minimis rules, for U.S. secu rities must be equal
to at least 102 percent of the loaned secu rities market value
and all interest accrued through the date of such market
va lue determin a tion . For non-U.S. securities , the amou n t of
colla teral m ust be eq u al to at least 105 percent of the loaned
securities m a rket va lu e and a ll in terest accrued th rough the
date of such market value dete rmina tion .

3 . When cash collateral is u sed th e following shall be eligible
inves tment s as defined by the master trustee :

(a) U.S. Government Securit ies - Obligations issu ed or
guaranteed as to principal and interes t by the United Sta tes
Government or its agencies or ins trum enta lities .

(b) Bank Obligations - Obligation s of domestic and foreign
banks an d bank ho lding com panies including co m mercial
paper, banker's a ccep tan ces, certificates of deposit , time
deposits , notes and bonds.

[c] Corporates - Obl igations of domestic a nd foreign
corporation s in clud in g commercial paper, no tes , bonds and
debentures .

(d) Foreign Governments - Obliga tions issued or guaranteed by
foreign gove rnments or political subdivisions and th eir
a gencies and in strumen talities.

(e) Mortgage and Asset Backed Securities Mortgage and asset
backed securit ies issu ed by governmental and n on­
gove rnmental entities .

(f) State Governments - Ob ligations issu ed by states or
political subdivisions thereof, inclu din g DC , and any
possession of the U.S .

(g) Rep u rcha se Agreements - Fu lly collateralized repurch ase
agreements with counte rparties a pproved by th e master
trustee's Trust Credi t Committee at the time of pu rcha se.
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(b ) Short-Term Inves tmen t Funds - Units of the master
trust ee's short-term in vestment fu nd or other money
market funds that determine n et a sset value based on
Securities Exchange Commission Rule 2a-7.

(i) Adjustable Rates Adjustable rate secu ri ties will be limited
to those securities whose rates a re based upon an approp­
riate money market index including LIBOR, the Fed Fund
Rate or Treasury Bills.

m Guaranteed Investment Contracts - Guaranteed investment
contracts and funding agreemen ts issued by insurance
companies.

4 . When ca sh collateral is u sed in the master trus tee 's short­
term investment fund the following investment restrictions
sh all a pp ly as defined by the master truste e:

(a ) Short-term investments (maturity less-than 366 days) are
limited to Tier One Securities . Tier One Securities are those
rated in the h ighes t cred it quality category by at least two
Na tion al ly Recognized Statistical Ra ting Organizations at
the time of pu rcha se.

[b ] Long-term investments (matu rity greater- than 366 days)
are limited to secu rities ra ted in one of the three h ighest
rating categories by a t lea s t two National ly Recognized
Statistical Rating Organizations a t the time of purch ase.

(e) Obligations of foreign issu ers must be in co untries with a
risk ra ting of A or B by the ma s ter trus tee 's Country Risk
Mana gement Council a t the time of purchase.

(d ) Investment s in guaran teed investment con tracts or funding
agreements mu s t be wi th insurance companies rated A or
better by A.M. Best & Company.

(e) A maximum of 60 percent of the fu nd may be invested in
secu rities tha t have a ma tu rity or put date greater than 97
days.

(f) A minimum of 20 percent of the fu n d should be made
availa ble each business day.

(g) The rate sensitivity of the cash collateral fund will be
lim ited to 60 days .

16



(h ) Floating and vari a ble rate secu ri ties m u s t have interest
rates that may be reset at least every 97 days. The
we ighted average ma tu ri ty of float ing rate a nd variable rate
instruments may not exceed 3 year s from the date of
purchase; however, 15 percent of the total fu nd m ay have a
weighted average maturity of no greate r than 5 years fro m
the date of purchase.

(i) All securities (except floatin g and variab le rate) must have a
maturity or demand fea ture of 18 m onths or less from the
date of pu rchase.

til A m aximum of 25 percent of the Fund may be investe d in
repurcha se agreements with any one is suer; 10 pe rcent of
the Fu nd if th e repurcha se agreements a re not colla ter ­
alized by the U.S . government or its agencies.

(kl Excep t for the banking industry and mortgage and asset
backed securities, a m aximum of 25 percent of the fu nd
may be invested in a ny one industry.

(1) A m aximum of 5 percent of the Fund m ay be inves ted in
securi ties of anyone issuer (exception s include securit ies
issued by the U.S. government , its agencies a nd
in s trumentalities , and repurchase agreemen ts collate ra lized
by the U.S. government or its agencies).

5 . Cash colla te ral may be inves ted separately in term loa n s . Term
loan in vestmen ts will m ee t the same guidelines as other ca s h
colla t eral in ve stments with these exceptions: (1) more than 60
perc ent of the cash invested separately can be in securities with
a maturity or put date exceeding 3 m onths , (2) 2 0 percen t of the
cash invested separately does not need to be made available
ea ch bu siness day , and (3) the rate sensitivity of such collatera l
m ay exceed 60 days.

6. Wh en non-cash collateral is u sed th e following shall be eligible
investments:

la) U.S. Govern m en t Secu r ities - Obligations issued or
guaranteed by th e U.S . governm ent or it s agencies or
instrumen tali ties may be accepted wi thout limit.

[b] Letters of Credit Irrevocab le le tters of cred it approved by
the ma ster trus tee 's Trus t Credit Com m ittee. Letters of
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credit a re subject to the same issu er, cre di t and coun try
res trictions as cash co llateral investments .

(c l All income, net of fees and expen ses directly attributable to
the security lending program, shall be tran sferred into the
Fund's cash flow a ccount monthly .

(d l The Fund's staff shall retain the right to instruct the master
trustee to te rminate a ny outstanding loa n s of securi ties in
accordance with the term s of any loa n agreemen t or to
te rminate th e loa n agreemen t itself.

(e ) The security len ding program must in no way in terfere with
a ny investment manager 's ability to trade securi ties.

IX. Investment Performance Evaluation

Normally the Board shall not make any final decis ion a bo u t the retention of
any investment manager on the basis of performance for a t least three years
from the original date of the engagement with the manager in the a bsen ce of
any compelling circum stances . This poli cy recognizes that investm en t
s tra tegi es mu st be assessed over full market cycles .

The Board 's time horizon to review performance trends sh a ll normally be
over fu ll market cycles, although the trend in investment experience over
other time period s may be judged important. Any u nu su a l even ts or trends
will be con sidered when evaluating intermediate and s hor t-term inves tmen t
resu lts .

X. Public Access to Records

All re cords of investment transaction s maintained by the Fund are a vailable
for public inspection and co pying a s provided by the rules an d regula tion s
adopted by the Board pursuan t to the Illin ois Freed om of Infonnation Act.

XI . Proxy Policy

The Board of Trustees of the Illino is Municipal Retirement Fund (IMRF)
recognizes its fiduciary respon sibility to prudently mana ge the assets of the
Fund. The assets include common stock in many different compa nies and, as
a shareowner, the Board also owns proxy voting rights . The Board
acknowledges that it not on ly h as a right to vote proxies, but also a duty to
vote them. Proxies have economic value and, th erefore , the Board has the
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duty to pruden tly oversee the m a na gem en t of them as it does a ll other Fund
a ssets . To tha t end, t he Board ha s es ta bli s h ed this Policy t hat se ts forth the
offic ial posit ion of IMRF with regard to p roxy vot ing . It conta ins both general
and s pecific direction on proxy issues and addresses the p roxy voting pro ce ss
a nd re cord keeping.

A. Exclusive Benefit Rule
Thi s Policy was developed in accordance with the "exclusive benefit
rule", which requires th e Board to act solely in th e econom ic in teres t of
the Fu n d 's m ember s a nd be neficiaries.

B. Delegation
Purs u ant to this Policy , the res pons ibility for voting IMRF 's d omes tic
p roxies has been delegated to the staff an d re sponsibi lity for votin g
intern ation al proxi es h as been d elegated to IMRF's in ternational
investment managers . The Executive Director and s taff are instructed to
verify tha t proxie s are voted in a ccordance with the Policy a nd to ensure
tha t p roper recordkeeping of proxy votes is m ainta ined. Th e s taff is to
report to the Board a nnually on proxy voting and policy compliance .

c . Corporate Governance
IMRF be lieves that corporate boards s hou ld act in th e best inte rest of
s hareown ers , therefore , IMRF will vote in favor of the following
s hareholder-sponsore d proposals:

1. boards with a m ajority of independent directors

2 . au d it, nominating a nd compen sation comm ittees that are m a de
up of all ind epend en t d irectors

3 . a separation of the Chairman an d CEO posi tion s -

4. res triction s on exercising options (3 - 5 years) if directors are pa id
with options

5. th e rotation of outside audi tors at lea s t every 5 years-

6. di sclo sure of each d irec tor 's attendan ce at board and committee
meetings

7 . a fixed size board

8 . a decla ssified board

9. a s t ipu la t ion tha t d ire ctors need to be elected wi th an a ffir m a tive
majority of votes ca s t, provided it d oes not conflict with th e state
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law where the company is incorporated . However , bind in g
resolutions need to allow for a carveout for a plu ra lity vote
s tandard when there are more nominees than board seats .

10. a ca ll for non-binding shareholder ra tifica tion of the com pen ­
sation of the Named Executive Officers and the a cco m panying
narrative disclosure of material factors [i.e. say-an-pay proposal s)

r-oan be decided on a case-by-case basis)

To further enhance good corporate governance IMRF will vote in
opposi tion to or withhold votes on the following:

1. directors with poor a ttendan ce, miss ing 75% of the meetings

2 . direct ors who serve on too many boa rds

3 . boards that a re not majority in depen den t (withhold from the non­
independent directors)

4. boards that have non-independents serving on key com m ittees
(withhold from the non-independents on such committees)

5 . boards that fail to repla ce poor management

6 . boards that la ck accountability and oversight, cou pled with
su s tain ed poor pe rformance relative to peers

7. boards that adopt or renew poison pills without share holder
approval

8. boards th at adopt or renew egregious a n titake over devices such
a s dead-hand pills

9 . boards that employ audito rs who also receive excessive non -audit
fees from the company

10. a u dito rs who receive su bstantial fees for n on-a uditing service s

11. a u dit committees who pay su b stantial fees for non -audit services

12. audit committees who receive an adverse opin ion on the
company's financial statemen ts from the exte rnal auditor

13. audit committees or boards where there are poor accounting
practices, which rise to a level of seriou s concern , su ch as : fraud;
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misapplication of GAAP; and material weaknesses iden tified in
Section 404 disclosu res , a re identified

14. aud it committees where there is persuasive evidence that the
audit com mittee entered into a n ina ppropria te indemnificatio n
agreement wi th its au d itor that limit s the ability of the company.
or its shareholders, to pursue legitimate legal recourse against
the audit firm

15. compensation committees when there is a negative corre la tion
betwee n th e chief execu tive's pay and com pany pe rformance

16. compensation committees when the co mpany has poor com pen ­
sation practices

17 . boards that ignore shareowner proposals that are approved by a
majori ty of shareowners (votes outstand ing for one year and votes
cast for two years)

18 . boards that fail to act on takeover offers where a majority of
shareowners tendered their shares

19. limited liability for directors wh o violate their fid u ciary du ty to
shareowners

20. indemnification of directors for in te ntional or criminal acts
beyond negligence

2 1. mandatory retirement age for directors

22 . term lim its for d ir ectors

2 3. proposals req uirin g two candidates per board seat

24 . proposals restricting shareowners' a bili ty to elect directors

D. Director, Executive, a n d Employee Compensation
IMRF believes that co m pen satio n plans should motivate d irectors ,
executives , and em ployees to achieve high perform ance for the long
tenn benefit of all shareowners , th erefore, IMRF will vote in fa vor of the
following:

1. rea so na ble compensa tion for directors

2 . complete disclosure of executive a nd director compensation
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3 . non-excess ive pay pla n s th a t award cash, s tock, or a combination
of the two based u pon company and individual performance if the
pl ans are a pproved by shareowners

4. specified option hold in g periods for executives paid with stock
options"

5 . reasonable stock ownership requ irem ents"

6. putting executive benefit agreemen ts to a shareowner vote

7 . putting supplemental retirement plans for executives to a
shareowner vote

8 . employee stock purchase plans and 40 1(k) plans"

r' can be decid ed on a case-by-case ba s is )

To further ensure that executive compensation is rea sona b le IMR F will
generally vote in opposition to the followin g:

1. excessive com pensation p lans

2. poorly des igned com pensation p lans that fa il to align executive 's
interests with that of share holders

3 . re-pricing of stock op tions give n to execu tives , when th e op tion
price is a bove the m a rke t pr ice"

4 . p ro posals to eliminate s hareowner approval of op tion re-prici n g

5 . plans tha t increase supplemen tal ret ir ement benefit s for to p
execu tives"

6 . com pensation plans tha t would cause substantial d ilution*

7. compe nsation plans that would res u lt in excessive burn ra te (also
known as run ra te)*

8 . any compensation paid to directors beyond the time of their
service on the board

9 . unreasonable compensation , benefit packages, or club
m em bers hips for directors

10. reimbursemen t of unrea sona b le travel expenditures by director s

(scan be decided on a case-by-case basis)

22



E. Takeover Defenses
IMRF believe s that shareowners shou ld be asked their opin ion of
certain a n ti-takeove r devic es a nd , therefore , will vote in favor of th e
followin g:

1. proposals that allow shareowners to vote on poison pill s and
golden parachutes

IMRF believes that attempts by corporate boards to block takeovers
generally hurt shareowner value, therefore , IMRF will generally vote in
opposition to the following:

1. "blank check" preferred stock giving the b oard very broad
di scretion in es tablishing voting, dividend, co nversion , and other
rights , that ca n be used a s an anti-takeover device

2. issuance of s tock with unequal vot ing rights

3 . creation of new securities with superior votin g rights

4. "golden and tin parachutes" (severance agreements ) betwee n a
compa ny and executive mana gement con tin gen t on a change in
corpora te control"

5 . "poison pill" devices to make targe t companies financially
unat tractive"

6. "greenmail", the pu rchase of a large block of stock at a premium
price , by the com pa ny from shareowners seeking control

7 . classified boards , preventing the possibility of al l d irector s being
replaced at once

8 . proposals requiring a supermajority shareowner vote

(*can be decided on a case-by-case ba s is )

F. Cap i tal Str uctu re
As long term sha reowners IMRF is concerned about the capital
s tructure of corporations in which it invests , therefore, IMRF will vote in
favor of the followin g:

1. proposals requiring shareow ner approval for a reasonable
increase in shares necessary for business purposes
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IMRF will gene rally vot e in op positio n to the following:

1. increa ses in the amount of preferred stock tha t dilu tes the voting
power of common shares

2. the creation of new classes of secu rities with superior voting
rights

Because of the u n ique circumstance s of individu al companies, IMRF
will vote on th e following issues on a case-by-case bas is :

1. recapita liza tion s and reverse stock splits

2 . increases in common s tock

3. increases in preferred s tock

4. private placement warrants and convertible debentures

5 . proposals that preserve preemptive rights a nd the opportun ity to
purchase, pro rata, newly is sued share s in the company

6 . a change in a company's state of incorporation

7 . increases in s tock tha t s igni ficantly redu ce share own er valu e or
voting power

G. Merger, Acquisitions , and Corporate Restructurings
Du e to the complexity of issues that arise during mergers, acquisitions,
and corporate restru cturings (taking a company priva te or forrning a
join t venture) IMRF will vote proxi es on a case-by-case bas is after
obtaining adequate information about what action is in the best interes t
of the Fund as a share owner.

H. Routine Mana gement Issues
IMRF believes that mo st mana gement issues , having eithe r a direct or
indirect effec t on the conduct of business and corpo rate pro fitability,
shou ld remain management re sponsibili ty a nd, therefore , IMRF will
generally su pport management's view on such is sues .

I. Social, Political, a n d Environmenta l Issues
IMRF recognizes that many lau dable social and political issues regularly
come before the shareowners for a vote. In keeping with the Board 's
fiduciary duty to act solely in th e econo mic interes t of the Fun d , and
because empirical evidence is inconclusive a bou t whether all social a nd
political proposals enhance shareown er value, IMRF will a bs tain from
voting on such proposals .
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XII. Procedures fo r Amending Policy Statement

This statement of inves tment policy m ay be a mended from time to time by a
majority vote of the Board. Recommendations for policy cha nges should be
di rected to the Direc tor of Inves tment s . The Director of Investments shall
r eview all such recom m end ation s in consultation with the Board 's managers
and consultants and submit same for Board co nsideration with a written staff
recommendation for action.
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INVESTMENT
COMMITTEE

CHARTER

Adopted January 23. 2009

Illinois Mun icipal Retirement Fund
2211 York Road, Suite 500
Oak Brook,IL 60523-2337

(630) 368 -1010



INVESDIEXT CO~DIITTEE CIIARTER

The Board of Tru stees of the Illinois Municipal Retirement Fund has adopted thi s Investment
Committee Charter. The Investment Committee shall review and evaluate this Charter as
neces sary and make recommendations.

P URP OSE

Th is Committee will assist the Board of Trustees with its duty to invest the assets of the Fund.
It will periodically review and change investment policy and asset allocation, evaluate
investment portfolio and investment manager performance, evaluate and select investment
managers, evaluate and select a master trustee , evaluate and select investm ent consultants,
evaluate and select policy level benchmarks, evaluate and approve the assignment of
investment related contracts, terminate investment service providers and perform other duties
that may be assigned by the Board ofTrustees.

A UT IIO IUTY

The Investment Committee is empowered to:
Utilize outside consultants and advisors to assist the Co mmittee with investment
matters.
Seck info rmation from investment managers , consultants and staff employed by
the Fund.

• Meet with Fund staff, consultants, investment managers, the master trustee ,
outside counsel, Fund members and others as necessary .

CO.\l POSIT ION

The Investment Committee will consist of at least three members of the Board of Trustees. At
the January Board meet ing, the President of the Board will appoint and the full Boa rd will
approve the Com mittee chai r and members for a one-yea r term.



~IEETI:"GS

The Committee will generally meet once a month and may convene more or less often as
necessary. Meetings arc subject to the Open Meetings Act. Committee members may attend
in person, by teleconference or by videoconference .

The Com mittee will require that staff, consultants and other individuals atten d the meetings to
provide information as necessary . Meetin g agendas will be prepared and provid ed in adva nce
of the meetings. Staff will supply Com mittee members with information related to the items
contained in the agenda prior to the meet ing.

Staff will prepare minutes for each meet ing. These minutes will serve as a record of
proceedings in the Conn of a non- verbatim report.

RESPO:"SI8IL1T1ES

The Committee w;11 have the following responsibilities:

Asset Liability Study
The Committee will conduc t an Asset Liability Study at least every three years. Staff and
consultant will prepare the Study and present the Study to the Committee. This study is
prepared to link the asset allocation decision to IMRF's financ ial liab ilities to its' members.

Investment Policy and Asset Allocation
The Committee will review and amend investment policy as necessary . The asset allocation
will be reviewed annually and changed as deemed appropriate. Staff and consultant will
present the asse t allocat ion plan to the Committee. The emphasis of the asset allocation
review will be asset and manager targets, divers ification, risk control, and investment
performance.

Staff and consultant will make recommendations to the Committee conce rning changes to
investment pol icy and asset allocation as necessary. The Commi ttee may also make changes
at any time.

Evaluate and Select Investment Managers
When it has been determined that the need for an investment manager search exists in the
portfolio, the Committee will intervi ew candidates, evaluate these candidates and mak e a
selection. Staff and consultant will cond uct the search for investment manager candidates,
arrang e for Committee interviews, and provide a search report to the Committee prior to the
interviews.
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The investment manager interview, evaluation and selection process will emphasize but not
be limited to: organization quality and stability, past investment performance, the investment
process used to achieve investment performance, and fees.

Terminate investment Managers
The Committee will review and recommend the termination of investment managers. The
termination of an investment manager will be evaluated based upon changes in the investment
management process, unexpected investment performance, personnel changes and
organization or ownership changes. An investment manager may also be terminated if there
is a reduction to an asset class allocation or a reduction to the number of managers assigned to
an asset class.

Evaluate and Select a Master Trustee
The Board of Trustees contracts with a master trustee to custody and provide accounting
reports for the investments of the Fund. Approximately six months prior to the expiration of a
master trustee contract, staff will recommend a master trustee review process. This process
will normally include retention of a consultant who will advise the Committee on current
industry trends and costs as well as guide the Committee through an interview, evaluation and
selection process.

Evaluate and Select Investment Consultants
The Board of Trustees retains consultants to provide both general and specific investment
advisory services . From time to time, consultants wilt be interviewed, evaluated and selected
by the Committee to provide such services. Consultant candidates will be presented to the
Committee by staff after a search process has been conducted. Staff will also provide a search
report to the Committee prior to the interview process.

Evaluate and Select Policy Level Benchmarks
Each major asset class in the investment portfolio has a policy level benchmark. These policy
level benchmarks are indexes or total return targets chosen as total return objectives. They
are broad and will generally reflect the diversified style allocation of each asset class used by
the Fund.

From time to time, the Committee will evaluate these policy level benchmarks. This will
generally be accomplished during the annual asset allocation. After review the Committee
will change or affirm the policy level benchmarks.

Staff and consultant will advise the Committee on the attributes and appropri ateness of each
policy level benchmark prior to the evaluation and also provide recommendations.

i nterview Investment Managers
The Committee may conduct interviews with existing and prospective investment managers
for purposes of portfolio performance updates, investment manager organization updates or
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education. These interviews will be scheduled as circumstances arise making such interviews
necessary. These circumstances can include but not be limited to: poor investment
performance, outstanding investment performance, organization change, review of a potential
new asset class or a due diligence process resulting from some investment related project.

Evaluate Contract Ass ignments
The Committee shall review and evaluate requests to assign existmg investment service
provider contracts. These are contracts between IMRF and its consultants, investment
managers and the master trustee. These contracts will be in force when they are evaluated.

Staff or consultant will present these assignment requests to the Committee describing the
background of the contractual relationship, the reason for the contract assignment, and the
impact of the assignment.

Staff or consultant will also make recommendations.

Evaluate Investment Portfolio Performance
As pan of its ongoing duties the Committee will review total investment portfolio
performance and individual investment manager performance with staff and consultants.
Emphasis wi ll be placed on performance objectives as they relate to investment policy level
benchmarks as well as the benchmarks established for each investment manager.

Reporting Responsibilities ofthe Committee
• Regularly report to the Board about activities, issues and related recommendations.

•

•

Provide an open avenue of communication between staff, consultants and the Board of
Trustees.

Report on any issues relating to its responsibilities.

Other Responsib ilities
• Perform any activities related to this charter as directed to the Board of Trustees.

• Confirm that all responsibilities outlined in this charter have been executed.

4




