9.

TEACHERS’ RETIREMENT SYSTEM OF OKLAHOMA
Investment Committee Meeting
Tuesday, February 23, 2016 — 3:00 PM
TRS Administration Board Room
2500 N. Lincoln Blvd., 5™ Floor, Oklahoma City, OK

AGENDA

CALL TO ORDER

DISCUSSION AND POSSIBLE ACTION ON INVESTMENT CONSULTANT
MONTHLY AND QUARTERLY REPORTS

DISCUSSION AND POSSIBLE ACTION ON QUARTERLY 403(B) REPORT

DISCUSSION AND POSSIBLE ACTION ON MANAGER STATUS REPORT The
Investment Committee may recommend through motion to the Board of Trustees to make any
changes to the status of any manager(on watch, alert, remove them from that status, or terminate
(and select transition manager and reallocate funds if necessary)) based on the information

available at the meeting.

DISCUSSION AND POSSIBLE ACTION ON REMOVAL OF MANAGER EXCEPTION
FOR LORD ABBETT

DISCUSSION AND POSSIBLE ACTION ON ADVISORY RESEARCH ALL CAP
TRANSITION AND MLP FUNDING

DISCUSSION OF INTERNATIONAL EQUITY PORTFOLIO STRUCTURE OPTIONS

DISCUSSION AND POSSIBLE ACTION TO ADOPT AMENDMENTS TO
INVESTMENT POLICY STATEMENT

DISCUSSION ON CHIEF INVESTMENT OFFICER REPORT

10. QUESTIONS AND COMMENTS FROM TRUSTEES

11. ADJOURNMENT

ALL BOARD MEMBERS ARE ENCOURAGED TO ATTEND INVESTMENT
COMMITTEE MEETINGS

INVESTMENT COMMITTEE:
Chair: Vernon Florence
Members: Bill Peacher, Roger Gaddis, Jill Geiger, Gary Trennepohl
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LORD ABBETT

January 25", 2016

Investment Committee

Teacher’s Retirement System of Oklahoma
P.O. Box 53524

Oklahoma City, OK 73152-3524

Dear Sirs/Madams:

Lord Abbett would like to remove the Exception that was granted by the Board of Trustees at the
August 27, 2014 Board Meeting, allowing an increase to the maximum concentration in developing
or emerging markets issues as determined by MSCI to 15%. The current Oklahoma Teachers
Retirement Investment Policy allows for a maximum of 10% in developing or emerging markets
issuers as determined by MSCI, and at this time, we are comfortable to be within the OTRS
Investment Policy guidelines. When we requested the Exception in 2014, we had seen an
increased number of attractive investments in the EM debt market but we no longer feel that we
need the flexibility, in spite of widening spreads. As such, we would be more comfortable not
having this Exception in place at this time.

Respectfully yours,

Skl

Katherine
Director, Institutional Client Services

CC: Mr. Douglas Anderson
The Bogdahn Group

Lord, Abbett & Co. LLC | 9o Hudson Street | Jersey City, NJ 07302-3973 | T 1.888.522.2388 | www.lordabbett.com
Lord Abbett mutual funds are managed by Lord, Abbett & Co. LLC, and shares are distributed by Lord Abbett Distributor LLC.
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INTRODUCTION AND STATEMENTS OF PURPOSE, PHILOSOPHY AND ETHICS

The Board of Trustees of the Teachers’ Retirement System of Oklahoma, as the governing body

for the System, deems it prudent and necessary to maintain this Investment Policy Statement to

act as the principal governing document for the investment of System assets.

A. Legal Authority and System Description

The System is established by statute; the legal authority and description of the System are
detailed below.

Constitutional Authority
Section 62 of Article 5 of the Oklahoma Constitution was added as a result of the passage
of State Question 306 on July 14, 1942. This section reads:

“The Legislature may enact laws to provide for the retirement for
meritorious service of teachers and other employees in the public
schools, colleges and universities in this State supported wholly or
in part by public funds, and may provide for payments to be made
and accumulated from public funds, either of the State or of the
several school districts. Payments from public funds shall be made
in conformity to equality and uniformity within the same
classifications according to duration of service and remuneration
received during such service.”

Statutory Authority

As a result of the passage of State Question 306, the Legislature enacted House Bill 297 in
the 1943 legislative session that created the Oklahoma Teachers Retirement System
(“System™). The legislation has been changed substantially in the years since its creation
and is currently codified in Oklahoma Statutes Title 70, Sections 17-101 et. seq. (NOTE:
In the remainder of this document, statutory references will follow the notation O.S. 70 §
17-101 to reference Oklahoma Statutes Title 70, Section 17-101.)

Purpose of System
In O.S. 70 § 17-102, paragraph 1 creates the Oklahoma Teachers Retirement System and

outlines the purpose of the System as follows:

“A retirement system is hereby established and placed under the
management of the Board of Trustees for the purpose of providing
retirement allowances and other benefits under the provisions of
this act for teachers of the State of Oklahoma.”

Board of Trustees Powers
The second paragraph of O.S. 70 § 17-102 provides the broad terms of the powers
entrusted to the Board of Trustees (“Board”):

OTRS
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“The Board of Trustees shall have the power and privileges of a
corporation and shall be known as the "Board of Trustees of the
Teachers' Retirement System of Oklahoma”, and by such name all
of its business shall be transacted, all of its funds invested, and all
of its cash and securities and other property held in trust for the
purpose for which received.”

Further powers vested upon the Board are set forth in O.S. 70 § 17-106, in part:

“(1) The general administration and responsibility for the proper
operation of the retirement system and for making effective the
provisions of the act are hereby vested in a Board of Trustees which
shall be known as the Board of Trustees and shall be organized
immediately after a majority of the trustees provided for in this
section shall have qualified and taken the oath of office.”

and:

“(10) Subject to the limitations of this act, the Board of Trustees
shall, from time to time, establish rules and regulations for the
administration of the funds created by this act and for the
transaction of its business.

Finally, O.S. 70 § 17-106.1, in part, spells-eutdefines the duties of the Board in relation to
investment of fund assets:

“A. The Board of Trustees of the Teachers’ Retirement System of
Oklahoma shall discharge their duties with respect to the System
solely in the interest of the participants and beneficiaries and:

1. For the exclusive purpose of:

a. providing benefits to participants and their beneficiaries, and

b. defraying reasonable expenses of administering the System;

2. 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 a like character and with like aims;

3. By diversifying the investments of the System so as to minimize
the risk of large losses, unless under the circumstances it is clearly
prudent not to do so; and

4. In accordance with the laws, documents and instruments
governing the System.”

A:B. Statement of Purpose

Fhis-A primary purpose of this investment policy statement is issued-fortheto guideance
of fiduciaries, including the members-ef-the-Board_of Trustees, System staff, investment
managers, consultants and others responsible for overseeing and investing the assets of the
Fund.__This policy also communicates foundational tenets underlying its formulation.

OTRS Investment Policy
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This policy provides specific guidance regarding investment objectives, asset allocation,

risk management and the means by which investment objectives are intended to be

achieved. Additional specific guidance is given in defining roles, delegated duties and

accountabilities of System fiduciaries as well as setting forth logical, disciplined

procedures for making decisions.

C. Statement of Investment Philosophy

Since this policy is a communication tool for System fiduciaries, interested stakeholders as

well as other external parties, the Board recognizes that it is important to articulate the

underlying beliefs that are foundational in its formulation. Key aspects of the Board’s

investment philosophy are summarized in the following statements.

1

The Fund has an infinite time horizon and the assets should be invested and

managed accordingly.

A central tenet in investing is the tradeoff between risk and return, meaning that

the pursuit of higher expected returns is accompanied with higher expected risk.
Bearing some degree of investment risk is necessary in the pursuit of investment

return objectives.

Investment risk comes in many forms. The most common risk is the volatility of

periodic returns measured by the statistical term known as standard deviation.
Additionally, there are a variety of other risks to be considered. A partial list of
these risks would include the risk of permanent loss of capital, the risk of not
meeting objectives, illiquidity risk, credit risk, interest rate risk, inflation risk,
leverage risk, concentration risk and manager risk. A primary focus of this
investment policy is to balance, manage and, to the extent possible, control these
various risks.

Funds with long term investment horizons are able to pursue higher expected

returns associated with higher risk portfolios because they are able to remain
invested when periodic declines in market values occur.

The Fund will best contribute to the primary goal of providing benefits to

participants and their beneficiaries by realizing high risk-adjusted net returns.

The Board acknowledges that while other institutions may make investment

decisions to pursue various worthy causes that may be admirable in their own
right, the Board’s investment decisions are made to achieve the primary goal of
providing benefits to participants and their beneficiaries and defraying reasonable
expenses.

Long-term investing success is best accomplished by adhering to a long-term

strategic asset allocation rather than engaging in short term tactical market timing
among asset classes.

Diversification among asset classes and securities is the primary means of

controlling the risk of an investment portfolio.

OTRS
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9. The primary factor determining portfolio risk and return is how the portfolio is
allocated among asset classes.

10. The decision-making process for investments should be both disciplined and
logical deriving support from current academic theory and the application of

rigorous analysis.

11.In less efficient markets where the probabilities of achieving net-of-fee
outperformance relative to a passive market index are higher, active management
is preferred. In more efficient markets where the probabilities of achieving net-of-
fee outperformance relative to a passive market index are lower, low-cost index
management is preferred.

12. Certain asset classes are only accessible in the form of private market interests
which have very limited liguidity and normally higher costs relative to public
market instruments. Investing a portion of the Fund in these illiquid asset classes is
reasonable to the extent that they offer some desirable combination of the
following relative to available public market asset classes: higher expected net
return and/or risk reduction through diversification.

D. Statement of Ethical Standards

The Board of Trustees is committed to maintaining and promoting the highest ethical
standards among Board members and among all parties involved in the administration of
fund assets.

The Board expects all parties involved in the administration of fund assets, including all
System fiduciaries, to conduct their activities according to the highest ethical standards
adhering likewise to the principles expressed in the Board of Trustee Policy Manual
Chapter 6 — Ethical and Fiduciary Conduct. Given the nature of fund management and
investing, particular attention will be given to conflicts of interest. All parties involved in
the administration of fund assets should be free of conflicts of interest to avoid even the
appearance of not acting in the sole interests of System participants and their beneficiaries.
Where any involved party becomes aware of an actual or potential conflict of interest it is

their duty to disclose the conflict so that the Board may assess its seriousness.

OTRS
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H-—Statement of Goals-and Objectives - { Comment [Ks1]: Moved intect o Section iv__|
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H-ll. STATEMENT OF RELES-DUTIES AND RESPONSIBILITIES

A. Board of Trustees

The Board of Trustees has the final decision making authority for the System. The
Investment Committee  of the Board has the authority to make investment
recommendations to the Board. The Board evaluates and decides whether or not to take
action _on recommendations from the Investment Committee. The Investment
Committee’s authority and responsibilities are set forth in the Investment Committee
Charter contained in the Board of Trustees Policy Manual.

Trustee duties and responsibilities are listed in summary as follows:

1. Adopt, and when deemed necessary, amend thisEstablish-the- Investment Policy
Statement.

2. Determine delegated duties to be performed by other qualified fiduciaries in order
to ensure that the Fund is properly administered and reqularly evaluated to assess
progress towards achieving established objectives.

1.3.Receive and evaluate reports, presentations and other materials provided by
investment consultant(s), staff, investment managers, and other retained advisors
to monitor the administration of Fund assets in accordance with policy objectives
and to reqularlv assess proqress towards achlevmq the qoals and objectives deflned
hereln

Comment [KS2]: Moved in substance to Section }
1.

Comment [KS3]: Seems redundant given Sect |
B. regarding purpose

4. Select_and contract with qualified professional advisory organizations to perform

functions deemed necessary by the Board to manage the Fund in accordance with
policy. Common professional advisory organizations would -include and—retain
gualifiedtinvestment Sconsultant(s), +investment Mmanagers, global Scustodians
and Ssecurities Llending Aagents.-te-advise-and-manage-assets-in-furtherance—of
the-goals-and-ebjectives-outhned-above:

OTRS Investment Policy
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5. Meniter-and-reviewEvaluating the performance of retained professional advisory

organizations and staff —vestment-Managers,—Custodian-and-Seeuritiesending
Agent—to determineassess fulfillment of duties, achievement of goals and

compliance with policy guidelines.

6. Annually conduct a formal review of the performance of Investment Consultant(s),
normally to be performed in the month of

7. When—necessary—terminateTerminating the contracts with any retained

professmnal adwsory organization When deemed necessary.—Hvestment

i - | Comment [KS4]: 9, 10 and 11 seem redundant to
B 3 above

8. Meniter-Review all costs of investment operations at least annually.

B. Staff

Fhe—A summary of the duties and responsibilities of the avestment—Sstaff is as
followsinelude:

1. Provide the Board and the Investment Committee with reports, presentations and
any other materials to assist them in the fulfillment of their duties and

responsibilities.

1.2.Serve as the primary liaison between the Board of Trustees and the tinvestment
cConsultant(s), tinvestment Mmanagers, Scustodian, Ssecurities Llending Aagent
and Ftransition Mmanager(s).

2.3.Implement Board decisions regarding asset allocation, investment structure,
portfolio rebalancing procedures and retention of linvestment Cconsultant(s),
Hnvestment Mmanagers, Scustodian and Ssecurities £lending Aagent.

3.4.Coordinate the search, selection;
ofprocesses for tinvestment CSconsultant(s), tinvestment Mmanagers, Scustodian
and Ssecurities Elending Aagent on behalf of the Board of Trustees.

4.5.Monitor and review the performance of the total fund, asset class composites, and

Hinvestment Mmanagers—Custodian—and—Securities—ending—Agent to evaluate
performance-achievement of objectives and compliance with policy guidelines.

OTRS Investment Policy
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5.6.Monitor and review all costs of investment operations including, but not limited to,
fees pald to Jrlnves'[ment Gconsultant(s) tinvestment Mmanagers and chstodlan

Imnanen—ManageFés)— Haelmg—eests—and—fepe@n—exehange—as WeII as portfollo

transactions costs.

6.7.Manage the liquidity in the Total Portfolio to ensure timely payment of Client
benefit payments and plan expenses and the investment of contributions consistent
with established asset allocation and portfolio rebalancing policies.

7-8.Conduct the search and selection of Ftransition Mmanager(s) in collaboration with
the Hinvestment Sconsultant(s) as directed by the Board.

8.9.Conduct due diligence in collaboration with the tinvestment Sconsultant(s) when
tinvestment Mmanagers fail to meet the expectations of the Board or are formally

placed ‘On Alert” or “‘On Notice’—en—the—lnvestment—Consultant’s—Meonthly
Slopocoroinne Bonen

9.10. Explore—+Research—anahyze and review new-innovative investment ideas
and managers-concepts in collaboration with the tinvestment Sconsultant(s) in an

effort to keep—the—systerm—eurrent—with—investment—optionsidentify potential

modifications to improve the investment portfolio.

1011, BeseneemeldyaththeIpveshont-CeansetanptMonitor the stetus—and
performance of eurrent-the total fund, asset class composites and finvestment
Mmanagers and—to determine if any issues need to be addressed by the Staff
Investment Committee or the Board of Trustees.

Comment [KS5]: Moved intact to Section VI.
Evaluation and Review
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C. Investment Consultant

Fhe-A summary of the duties and responsibilities of the linvestment Sconsultant(s)
retained by the Board is as followsinelude:

1. Be-appeintedand-actasaAcknowledge status as a fiduciary fer-to the System_ and

remain_in_compliance both with this investment policy and with the current
executed contract with the System.

1.2.Provide the Board and the Investment Committee with reports, presentations and
any other materials to assist them in the fulfillment of their duties and

responsibilities.

2.3.Assist the Board in developing and modifying policy objectives and guidelines,
including the development of asset allocation strategies, recommendations on
long-term asset allocation and the appropriate mix of investment manager styles
and strategies.

3-4.Assist the Board by monitoring compliance with this Investment Policy.

OTRS
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4.5.Provide assistance in investment performance calculation, evaluation, and analysis.
5.6.Provide assistance in finvestment Mmanager searches and selection.

6.7.Provide assistance in Ccustodian, Ssecurities klending Aagent, Ftransition
Mmanager and €commission Rrecapture Aagent searches and selection.

7-8.Provide timely information, written and/or oral, on investment strategies,
instruments, Mmanagers and other related issues, as requested by the Board.

8.9.Monitor the Board's investment managers and notify the Board_and staff of any
material changes in the tinvestment Mmanagers' firmsorganizational structure, ef
their staffing-personnel or if there are performance issues.

9.10. Certify on a quarterly basis, in writing to the Board, the tinvestment
Sconsultant’s compliance with this Statement as it currently exists or as modified
in the future.

10:11. Reporting to the Board at their request. The tinvestment Sconsultant shall
report to the Board as euthined-detailed in Section VI of this policybelew. Meonthly

All reports should be_timely submitted.—tr—writing—within-15-days—of-the-end-—of
cochmenths

1112 Review weekhy/—with the Sstaff the status and performance of current
Hinvestment Mmanagers and determine if any issues need to be addressed by the
Sstaff or the Board of Trustees.

12:13. Provide assistanceCoHaberate—with-Staff in the search and selection of
Ftransition Mmanager(s) as directed by the Board.

13.14. Provide assistance CeHaberate-with-Staff-in the conduct of due diligence
when linvestment Mmanagers fail to meet the expectations of the Board or are
placed ‘On Alert’ or ““On Notice’. en—the—tnvestment—Consultant’s—Monthly
Manager-Status-Report

14:15. Explore, research, analyze and review new investment ideas and managers
in collaboration with the Sstaff in an effort to keep the system current with
investment options.

OTRS
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D. Investment Managers

A summary of theFhe duties and responsibilities of each ef-the-investment managers
retained by the Board ineludeis as follows:

1. Acknowledge status as a fiduciary to the System and remain in compliance both
with this investment policy and with the current executed contract with the

System.Be-appointedand-actas—a-fiductary-Torthe-System-

1.2.Provide the Board, the Investment Committee, the staff and the investment
consultant(s) with reports, presentations and any other materials to assist them in
the fulfillment of their duties and responsibilities.

2.3.Managing-Manage the Fund’s assets in accordance with the policy guidelines and
objectives expressed herein.

3-4.Prudently selecting investments based on thorough evaluation of all risks
applicable to stated mandate.

OTRS
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4.5.Working with the Ccustodian and the linvestment Cconsultant to verify monthly
accounting and performance reports.

5.6.Certify on a quarterly basis, in writing to the Board, the Investment Manager’s
compliance with this Statement as it currently exists or as modified in the future.

6-7.Reporting to the Board at their request. Each manager shall report to the Board

and the Investment Consultant as—euthned—below—Monthly—reports—sheuld-be

submitted—A—wrting—within-15-days—ot-the-end-ef—each-month-according to the
reporting requirements set forth in Section V1 of this policy.

8. His—theresponsibility—of-each—tnvestment—-Managerto—aAct as a fiduciary in

adopting and adhering to proxy voting policies, and—the—manager
eertifiesacknowledging that its proxy voting policies may affect the value of their
respective portfolio.

7-9.-Seek to obtain best execution in all securities transactions to minimize the costs of

trading.

_ — -1 Comment [KS7]: Moved intact to Section VI.
Evaluation and Review

OTRS Investment Policy
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E. Custodian

A summary of the Fhe-duties and responsibilities of the custodian bank(s) retained by the
Systemwith-be-responsible-forperforming-the-follewing-functions is as follows:

1. Acknowledge status as a fiduciary to the System and remain in compliance both
with this investment policy and with the current executed contract with the

System.Be-appointedand-actasafiduciaryfor-the-System:

1.2.Provide the Board, the Investment Committee, the staff and the investment
consultant(s) with reports, presentations and any other materials to assist them in
the fulfillment of their duties and responsibilities.

2.3.Accept daily instructions from designated staff.

3-4.Notify linvestment Mmanagers of proxies, tenders, rights, fractional shares or
other dispositions of holdings.

4.5.Safekeeping of securities.
5.6.Timely collection of interest and dividends.
6-7.Daily cash sweep of idle principal and income cash balances.

7-8.Processing-of- and maintain records of all investment manager transactions.

8-9.Collection-of proceeds from maturing securities.

9.10. Disbursement-of all income or principal cash balances as directed.

11. Provide—written—statements—revealing—monthlyPerform regular reconciliations of
holdings and transactions with the System’s retained eustedy—and—investment

managers_on at least a monthly basis™acceunting-statements.

12. Working with the System’s staff and the tinvestment Cconsultant to ensure
accuracy in reporting.

OTRS
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F.

12.13. Manage and administer the System’s directed brokerage program.

1314, Monitor compliance with this Investment Policies Statement, provide
applicable research to ensure the validity of suspected breaches, and submit
appropriate commentary offering a recommendation to the reported breach.

14:15. Participate in an annual review of compliance with OTRS staff, to
determine the effectiveness of investment policy testing. Providing required
reports to assist the System’s staff and vendors with compliance with the
Governmental Accounting Standards Board, the Internal Revenue Service, the
Securities and Exchange Commission, the Financial Industry Regulatory Authority
and other regulatory agencies.

15.16.  Moenitering-Monitor, file and reperting—efreport on securities class action
lawsuitssuits related—to—seeurities—fraud—elaimsand collect and record settlement

and-proceeds.-and-collection-of-subsequentproceeds:
16:17. Processing and fiting-fileef Foreign Tax Reclaims_on behalf of the System.

Securities Lending Agent

A summary of the dutles and respon5|b|I|tles of Fthe securmes Iendlng agent W+H49e

#unenensretalned by the Svstem IS as follows

1. Acknowledge status as a fiduciary to the System and remain in compliance both
with this investment policy and with the current executed contract with the System.

1.2.Provide the Board, the Investment Committee, the staff and the investment
consultant(s) with reports, presentations and any other materials to assist them in

the fulfillment of their duties and responsibilities.Be—appeinted.—and—act-as,—a

2-3.Arrange terms and conditions of securities loans.

3.4.Monitor the market value of the securities lent and mark to market at least daily
and ensure that any necessary calls for additional collateral are made and that such
collateral is obtained on a timely basis.

4.5.Direct the investment of cash received as collateral in accordance with direction
from the Board, provided that such investments are consistent with guidelines
provided in this document.

5.6.Notify the Board of any changes to the investment guidelines in the Securities and
Exchange Commission’s rule 2A7 for consideration by the Board.

6-7.Notify OTRS staff in the event that a recalled security has not been returned by a
borrowing party within 10 days of the request.
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G. Transition Manager

The Ftransition Mmanagers shall manage the transition of assets from one or more
Hinvestment Mmanagers or asset categories to one or more other investment Mmanagers
or asset categories. Transition Mmanagers shall be selected among those approved by the
Board. Transition managers shall be utilized when such employment is likely to present
significant opportunities for cost savings, technical efficiencies or other benefits to the
System.

A summary of the duties and respon5|b|I|t|es of Transmon Managers etalned by th
System is as follows:sh ARG

functions:
1. Acknowledge status as a fiduciary to the System and remain in compliance both
with this investment policy and with the current executed contract with the

SystemBe appointed, and-act as, a fiduciary for the-System.

2. Provide a pre-trade analysis, which will include, among other things, a trading
liquidity analysis, portfolio sector analysis, volatility analysis, and estimated
transaction costs.

3. Provide a detailed written plan of transition execution.

&

4. Provide a post-trade analysis, comparing the actual costs with the pre trade
estimates. The report will also include various trading statistics, benchmarking
information, and detailed trade reports.

5. In all securities transactions, transition managers shall seek to obtain best
execution to minimize the costs of trading.

OTRS
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PROCEDURES

A. Investment Policy Review

In order to keep the Investment Policy current, the Board will at least annually, review and
modify, as deemed necessary any portions of the policy. The annual review will consider,
but not be limited to, the following: objectives and guidelines, the development of asset
allocation strategies, recommendations on long-term asset allocation and the appropriate
mix of investment manager styles and strategies.

The Board, both upon their own initiative and upon consideration of the advice and
recommendations of staff, consultants, the investment managers and other fund
professionals involved with the assets, may amend policy guidelines. Proposed
modifications should be documented in writing to the Board.

B. Investment Manager Policy Exceptions

Requests for an exception to invest in securities precluded by section V. A. or the
applicable mandate’s specific policies, should be submitted in writing to the Board of
Trustees and include justification for such request, proposed process for providing
quarterly reporting on attribution analysis of the contribution of the allowed exception,
and a requested time period, up to three years. Exception requests will undergo a
reevaluation and approval process at the end of each term.

C. Third Party Marketing and Referrals Disclosure Policy

The Teachers’ Retirement System of Oklahoma requires transparency and full disclosure
of all relationships in proposed and committed investments with any third parties. A “third
party marketer” is a person who represents an asset management firm or any other type of
investment services provider, as an independent contractor rather than as an employee of
the firm, for the purpose of making presentations or securing contracts with OTRS for the
firm or provider. Any such third party marketer must disclose himself or herself as a third
party marketer before at the same time as contacting any member of the Board of Trustees,
employee of OTRS or the outside investment consultant for OTRS. In addition, firms
submitting investment proposals for consideration by Teachers’ Retirement System of
Oklahoma (including any sub-managers or consultants engaged by such firms) are hereby
required to disclose the identity of all third-party marketers and/or individuals by whom
the firm has been referred to Teachers’ Retirement System of Oklahoma and further
indicate those so identified that stand to receive fees or other consideration in the event
that a contract between the firm and the Teachers’ Retirement System of Oklahoma is
secured. Any consideration paid or benefits received, or any relationship between such
firm (including any sub-managers or consultants engaged by such firms) and third party
marketing entities and/or individuals, shall be disclosed. The disclosure reqguirements
established by this Policy apply throughout the term of any contractual relationship
Teachers’ Retirement System of Oklahoma may have with any firm and represents a
continuing obligation of disclosure. This Policy becomes effective immediately and
applies to all firms currently managing Teachers’ Retirement System of Oklahoma assets.
All firms submitting investment proposals must make the disclosures required by this
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Policy prior to any action being taken on the firm's investment proposal by the Board, as
well as comply with the continuing obligation of disclosure.
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Investment Committee Charter

Purpose

The Investment Committee has been established by the Oklahoma Teachers Retirement System
Retirement Board to administer all matters relating to the investment of the Fund’s assets and
investment management. The Committee is charged to administer the Fund’s assets for the
exclusive purpose of providing benefits to the participants and their beneficiaries within the
system; and to maximize the financial stability of the Funds in an efficient and cost effective
manner. The Committee members will carry out their duties with the care, skill, prudence, and
diligence of a prudent person acting in a similar institutional investment Trustee capacity, and
strive to follow sound policies and procedures that enhance good, fair, and open decision
making. The Committee’s core objective is to diversify the investments so as to minimize the
risk of loss and to maximize the rate of return, in accordance with the Board’s overall objective
of promoting the best interests for Oklahoma Teachers Retirement System, its Clients, retirees,
and beneficiaries.

Authority
The Investment Committee shall have the authority to recommend to the Board for action:

1. All matters relating to the investment portfolio including, but not limited to, strategic
asset allocation, any tactical changes to the strategic asset allocation; pursuing new asset
categories, and changes to investment policy.

2. The engagement of investment advisors, consultants, managers and counsel as necessary;
to assist the Board in carrying out its responsibilities.

3. The Committee will not consider any proposed investment that has not gone through the
System’s due diligence process and been reviewed by the System’s professional staff.

4. All Committee actions must be ratified or adopted by the Board to be effective.
Composition

The Committee shall be composed of a minimum of three (3) members, appointed by the Chair
of the Board.

Meetings

The Committee will meet at least four times a year, with authority to convene additional
meetings as determined by the Committee Chair in consultation with the Board Chair.
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Responsibilities

The Investment Committee shall have responsibility for the following:

1.

10.

11.

Determining the Fund’s overall investment objectives, risk tolerance and performance
standards in accordance with the Oklahoma Constitution and the Teachers’ Retirement
Law.

Determining the asset allocation of the Fund, including consideration of asset classes and
sub-classes not currently utilized in the Fund.

Determining the overall Fund Investment Policy as well as asset class and program
investment policies.

Monitoring the performance of the investment portfolio as a whole as well as the
performance of each asset class, including the performance of internal and external
investment managers, and reviewing periodic reports from investment staff as well as
external consultants, advisors, and investment managers

Determine appropriate levels of staff delegation with respect to investment transactions in
the various asset classes of the Fund.

Determine and ensure compliance with the System’s corporate governance policies in an
effort to protect Oklahoma Teachers Retirement System assets through the pursuit of
good governance and operational accountability.

Determining the relative amount of internal and external management.
Monitoring the direct and indirect costs of each asset category.

Determining and ensuring compliance with the appropriate reporting standards and time
horizons.

Identifying and discussing potential legislation related to investments.

Ensuring that Oklahoma Teachers Retirement System investments are made in
conformance with applicable investment policies and investment resolutions.
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Survey of Practices regarding Investment Manager Presentations
(Please mark the appropriate blank with an X)

1 . How often does the Board of Trustees receive presentations from retained investment management firms?
Monthly
Quarterly
Annually
On demand to address specific issues
Never, this function is delegated to staff/consultant
Other (please describe)

2 . How often does the Board's Investment Committee receive presentations from retained investment management firms?
Monthly
Quarterly
Annually
On demand to address specific issues
Never, this function is delegated to staff/consultant
Other (please describe)

3 . What is the best description of the presentation content?
Account and market update
Address specific issues or concerns (e.g. underperformance, etc.)
Broad investment themes or research findings
Other (please describe)

4 . How long on average do presentations last?
< 15 minutes
>=15 and <30 minutes
>=30 and <60 minutes
>=60 minutes

5 . What is the size of your pension fund? (Saum)
< $1 billion
> S1 billion and <S5 billion
>$5 billion and <$25 billion
>$25 billion

6 . What is the size of your pension fund investment staff? (in persons or full-time equivalents)
<5
>=5and <10
>=10 and <25
>=25

7 . How many investment management firms does your System retain?
<5
>=5and <15
>=15 and <35
>=35
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OKLAHOMA TEACHERS
RETIREMENT SYSTEM

Accounts
*OTRS-CUSTOM CASH FLOW-SL

Investment Portfolio as of February 17, 2016

Allocation by Investment Account and Asset Class

Market Value Accruals

Market Value and Accruals

%Allocation Accounts

*OTRS-CUSTOM CASH FLOW-SL $56,074,412.06 $5,758.03 $56,080,170.09 0.45%
*OTRS-CUSTOM CASH FLOW-SL Total $56,074,412.06 $5,758.03 $56,080,170.09 0.45% 1
Core Plus Fixed Income
OTRS-HOISINGTON INVESTMENT $341,850,778.78  $1,482,925.99 $343,333,704.77 2.74%
OTRS-LOOMIS SAYLES CORE PLUS $592,887,047.85 $5,023,564.81 $597,910,612.66 4.77%
OTRS-LORD ABBETT CORE PLUS $611,050,973.47 $4,415,109.96 $615,466,083.43 491%
OTRS-MACKAY SHIELDS CORE PLUS $587,836,115.52  $6,088,637.88 $593,924,753.40 4.74%
Core Plus Fixed Income Total $2,133,624,915.62 $17,010,238.64 $2,150,635,154.26 17.17% 4
Domestic All Cap Equity
OTRS-ADVISORY RESEARCH ALL $291,167,731.95 $491,448.00 $291,659,179.95 2.33%
OTRS-EPOCH INVESTMENTS $460,194,658.27 $719,873.91 $460,914,532.18 3.68%
Domestic All Cap Equity Total $751,362,390.22  $1,211,321.91 $752,573,712.13 6.01% 2
Domestic Large Cap Equity
OTRS-HOTCHKIS & WILEY LG CAP $497,952,943.16  $1,692,618.38 $499,645,561.54 3.99%
OTRS-NORTHERN TRUST S&P 500 $191,396,906.24 $370,004.22 $191,766,910.46 1.53%
OTRS-SAWGRASS LG CAP $524,756,713.47 $317,643.11 $525,074,356.58 4.19%
OTRS-SSGA S&P EQUAL WEIGHT $190,514,012.52 $324,576.84 $190,838,589.36 1.52%
Domestic Large Cap Equity Total $1,404,620,575.39 $2,704,842.55 $1,407,325,417.94 11.24% 4
Domestic Mid Cap Equity
OTRS-ARONSON, JOHNSON & ORTIZ $496,690,682.18 $470,061.13 $497,160,743.31 3.97%
OTRS-FRONTIER MID CAP $461,324,561.92 $273,183.65 $461,597,745.57 3.69%
OTRS-HOTCHKIS & WILEY MID CAP $418,929,003.12 $410,978.64 $419,339,981.76 3.35%
OTRS-WELLINGTON MID CAP $404,908,503.16 $219,888.24 $405,128,391.40 3.23%
Domestic Mid Cap Equity Total $1,781,852,750.38 $1,374,111.66 $1,783,226,862.04 14.24% 4
Domestic Small Cap Equity
OTRS-COVE STREET $97,563,669.24 $35,741.72 $97,599,410.96 0.78%
OTRS-FRONTIER CAP SMALL CAP $150,690,810.97 $89,107.02 $150,779,917.99 1.20%
OTRS-GENEVA CAPITAL $194,591,160.61 $92,292.46 $194,683,453.07 1.55%
OTRS-NEUMEIER POMA SMALL CAP $118,111,498.17 $28,827.91 $118,140,326.08 0.94%
OTRS-SHAPIRO CAP SMALL CAP $557,066,494.21 $153,070.91 $557,219,565.12 4.45%
OTRS-WASATCH ADV SMALL CAP $181,439,696.09 $247,935.88 $181,687,631.97 1.45%
Domestic Small Cap Equity Total $1,299,463,329.29 $646,975.90 $1,300,110,305.19 10.38% 6
High-Yield Fixed Income
OTRS-LOOMIS SAYLES HIGH YIELD $227,837,917.03  $3,552,755.62 $231,390,672.65 1.85%
OTRS-LORD ABBETT HIGH YIELD $245,934,079.64  $4,147,597.36 $250,081,677.00 2.00%
OTRS-MACKAY SHIELDS HIGH YIELD $239,817,040.58 $4,141,823.18 $243,958,863.76 1.95%
High-Yield Fixed Income Total $713,589,037.25 $11,842,176.16 $725,431,213.41 5.79% 3
International Lg Cap Equity
OTRS-CAUSEWAY CAPITAL $445,837,750.20 $1,666,786.31 $447,504,536.51 3.57%
OTRS-NORTHERN TRUST INTL $739,844,446.93  $3,335,142.72 $743,179,589.65 5.93%
International Lg Cap Equity Total $1,185,682,197.13  $5,001,929.03 $1,190,684,126.16 9.51% 2
International Sm Cap Equity
OTRS-ADVISORY RESEARCH INTL $184,395,423.35 $877,038.91 $185,272,462.26 1.48%
OTRS-EPOCH INTL $183,460,612.34 $291,755.75 $183,752,368.09 1.47%
OTRS-WASATCH INTL $195,084,871.50 $242,725.50 $195,327,597.00 1.56%
OTRS-WELLINGTON INTL $191,500,845.04 $328,323.28 $191,829,168.32 1.53%
International Sm Cap Equity Total $754,441,752.23 $1,739,843.44 $756,181,595.67 6.04% 4
Master Limited Partnerships
OTRS-ADVISORY RESEARCH $168,230,921.77 $335,023.96 $168,565,945.73 1.35%
OTRS-CHICKASAW CAPITAL $274,014,528.42 $333,536.00 $274,348,064.42 2.19%
OTRS-CUSHING ASSET $267,223,897.02 $365,028.82 $267,588,925.84 2.14%
Master Limited Partnerships Total $709,469,347.21 $1,033,588.78 $710,502,935.99 5.67% 3
Opportunistic
*OTRS-PIMCO BRAVO II-SL $134,122,093.77 $0.00 $134,122,093.77 1.07%
*OTRS-PIMCO BRAVO-SL $26,222,403.60 $0.68 $26,222,404.28 0.21%
Opportunistic Total $160,344,497.37 $0.68 $160,344,498.05 1.28% 2
Private Equity
*OTRS-LEGACY LP-SL $43,864,159.00 $0.00 $43,864,159.00 0.35%
OTRS-FRANKLIN PARK-SL $588,052,340.00 $0.00 $588,052,340.00 4.69%
Private Equity Total $631,916,499.00 $0.00 $631,916,499.00 5.04% 2
Real Estate
*OTRS-AEW REAL ESTATE-SL $252,204,324.95 $0.00 $252,204,324.95 2.01%
*OTRS-AMERICAN REALTY ADV-SL $16,019,285.94 $0.00 $16,019,285.94 0.13%
*OTRS-ANTHEUS CAPITAL-SL $26,875,000.00 $0.00 $26,875,000.00 0.21%
*OTRS-DUNE REAL ESTATE-SL $31,962,173.00 $0.00 $31,962,173.00 0.26%
*OTRS-GREENOAK REAL ESTATE-SL $27,280,783.00 $0.00 $27,280,783.00 0.22%
*OTRS-HEITMAN REAL ESTATE-SL $257,795,592.05 $0.00 $257,795,592.05 2.06%
*OTRS-L&B GOLDEN DRILLER-SL $26,742,549.00 $0.00 $26,742,549.00 0.21%
*OTRS-L&B REAL ESTATE-SL $221,081,223.01 $0.00 $221,081,223.01 1.77%
*OTRS-LANDMARK REALTY ADV-SL $12,878,044.00 $0.00 $12,878,044.00 0.10%
*OTRS-STARWOOD CAPITAL-SL $27,833,655.00 $0.00 $27,833,655.00 0.22%
Real Estate Total $900,672,629.95 $0.00 $900,672,629.95 7.19% 10
Grand Total $12,483,114,333.10 $42,570,786.78 $12,525,685,119.88 100.00% 47
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#W OKL.AHOMA TEACHERS
Y’ RETIREMENT SYSTEM

Investment Portfolio as of February 17, 2016
Allocation by Investment Management Firm

Firms Market Value and Accruals  %Allocation # Firms
ADVISORY RESEARCH $645,497,587.94 5.15%
AEW REAL ESTATE $252,204,324.95 2.01%
AMERICAN REALTY ADV $16,019,285.94 0.13%
ANTHEUS CAPITAL $26,875,000.00 0.21%
ARONSON, JOHNSON & ORTIZ $497,160,743.31 3.97%
CAUSEWAY CAPITAL $447,504,536.51 3.57%
CHICKASAW CAPITAL $274,348,064.42 2.19%
COVE STREET $97,599,410.96 0.78%
CUSHING ASSET $267,588,925.84 2.14%
DUNE REAL ESTATE $31,962,173.00 0.26%
EPOCH INVESTMENTS $644,666,900.27 5.15%
FRANKLIN PARK $631,916,499.00 5.04%
FRONTIER $612,377,663.56 4.89%
GENEVA CAPITAL $194,683,453.07 1.55%
GREENOAK REAL ESTATE $27,280,783.00 0.22%
HEITMAN REAL ESTATE $257,795,592.05 2.06%
HOISINGTON INVESTMENT $343,333,704.77 2.74%
HOTCHKIS & WILEY $918,985,543.30 7.34%
L&B REAL ESTATE $247,823,772.01 1.98%
LANDMARK REALTY ADV $12,878,044.00 0.10%
LOOMIS SAYLES $829,301,285.31 6.62%
LORD ABBETT $865,547,760.43 6.91%
MACKAY SHIELDS $837,883,617.16 6.69%
NEUMEIER POMA $118,140,326.08 0.94%
NORTHERN TRUST $991,026,670.20 7.91%
PIMCO $160,344,498.05 1.28%
SAWGRASS $525,074,356.58 4.19%
SHAPIRO CAP $557,219,565.12 4.45%
SSGA $190,838,589.36 1.52%
STARWOOD CAPITAL $27,833,655.00 0.22%
WASATCH $377,015,228.97 3.01%
WELLINGTON $596,957,559.72 4.77%
Grand Total $12,525,685,119.88 100.00%
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