COMMONWEALTH OF PENNSYLVANIA
STATE EMPLOYEES’ RETIREMENT SYSTEM

sERrs #15-0I] Oﬁ

MANAGEMENT AGREEMENT FOR REAL ASSET
PORTFOLIO MANAGEMENT IN PUBLICLY TRADED MASTER LIMITED PARTNERSHIP
' SECURITIES '

This Agreement made as of fi\ W ' /5 , 20@ by and between the COMMONWEALTH OF
_ PENNSYLVANIA STATE EMP_LOYEES" RETIREMENT SYS’I_‘EM (hetein “SERS”) and Harvest
~ Fund Advisors LLC, a Delaware limited liability cornpany, with its principal office and place of business

at 100 West Lancaster A\)enue, Second Floor, Wayne, Pennsylvania 19087 (herein “MANAGER”),
WITNESSETH:

WHEREAS, pursuant to T1t1e 71, Sections 5101, et seq. of the Pennsylvama Consolidated
Statutes (the “Retirement Code”) and spemﬁcally Section 5931(a) thereof, SERS’ Board has exclusive
control -and management of the Penns_ylvama State' Employees’ Retirement Fund (herein the “Fund”™),

with full power to invest the same, subject to terms and conditions imposed by law; and

WHEREAS, pursuant to Section 5902(b) of the Retirement Code; SERS’ Board has authority to

contract for such professional services as it deems advisable in order to fulfill its duties; and

WHEREAS, MANAGER has solicited an engageme‘nt to invest certain of the Fund’s assets and
thereby establish and manage a real asset portfolio in publicly traded master limited partnership securities
for and on behalf of SERS; and |

WHEREAS, MANAGER possesses and will employ, in a fiduciary capacity,_ professional.
knowledge, experience, and expertise in real asset portfolio management in publicly traded master
limited partnership securities, and ‘in\v/estment matters generally, to preserve and enhance the financial

integrity of the Fund;




NOW, THEREFORE in consrderatron of the foregoing recitals wh1ch are mcorporated herem
and for other good and valuable consideration, the receipt and sufﬁc1ency of wh1ch are hereby

acknowledged, and mtendmg to be bound hereby, the partles hereto agree as follows:

1. Engag'ement. . SERS hereby ,engages MANAGER and MANAGER.hereby accepts ‘
SERS’ engagement to serve as an. investment advisor and ‘manager for. and_onv behalf of SERS with
respect tobFund assets allocated to it, and to invest and reinvest:such'as_sets for and on behalf of SERS
consistent with the terms of this Agreement 'and such other polrcies and directives as may be

_communicated in writing to MANAGER from time to time.

2. SERS Policies and Guidelines.: MANAGER shall abide by SERS’ Statement of

Investment Policy and Investment Strategy Statement, attached hereto and incorporated herein- as
. Exhibits A and B, respectively SERS may. retitle, amend or supplement its. Statement of Investment
' Pohcy from trme to time in its sole discretion, and written notice theréof shall be furnished to
MANAGER. The Investment Strategy Statement may be amended from time to time upon the mutual
written consent of SERS and MANAGER. Upon any such amendment Exhibit A or Exhlblt B, ‘as
applicable, shall be replaced by the amended document and a copy shall be sent to MANAGER pursuant

to Section 18 of thls Agreement

3. 'MANAGER’s Services. MANAGER shall purchase, sell and exchange authorized

securities and generally act as investment advisor and manager for and on behalf of SERS, as limited by
‘law, for Fund assets allocated to- it, provided, however, that SERS in its sole discretion may suspend
MANAGER'’s execution, trading and other activities for SERS’ ‘account at any time by written notice ,

transmitted pursuant to Section 18 of this Agreement. In performing services hereunder:

(a) Power and Authority. MANAGER shall have full power and authority on behalf of
SERS to: (i) make purchases and s_ales'of securities or other property consistent with SERS’ policies and
guideli'nesv in E_xhibits A and B; (ii) exercise or abstain from exercising any option, warrant, .privilege or
‘right with respect to the assets; (iii) issue orders for, ormake- purchases or saleé cf, securities or other
property directly with a broker, dealer or other person; and (iv) in connection with the assets, take any .
other action and exercise.any power or authority vreas‘onably necessary in carryi.ng out the investment

" activities authorized by SERS.:
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(b) ~ Involvement with Brokers ahd Dealers. In the performance of said services, MANAGER'
shall execute investment decisions through brokets and dealers of its chorce w1th a view to 1nsur1ng that
such brokers and dealers’ complete the transactions in a manner most favorable to SERS. MANAGER
may utilize the executron clearing and’ settlement serv1ces of a broker- or dealer who is an Afﬁhate
, ‘prowded that MANAGER has first obtained the approval of SERS For purposes of this Agreement, an
“Afﬁhate” shall be any . Person controlling, controlled by or under common control with MANAGER.
“Person” shall mean an 1nd1v1dual partnersh1p (general limited ‘or limited lrab111ty) a corporat1on a
limited l1ab111ty company, an assoc1at1on a Jomt stock company, a. trust, a joint venture, an
umncorporated orgamzatlon or any-other ent1ty MANAGER shall favor Pennsylvama—domrcrled brokers
-and dealers in the performance of such activities whenever MANAGER can do so in a manner consistent
with SERS’ Statement of Investment Policy. MANAGER.shall proxkide eomplete and timely disclosure
of any introducing_broker relationehip by written notice to SERS. Notwithstanding the foregoing, (i)
upon SERS’ written request; MANAGER shalliuse its best efforts to execute a percentage of SERS’
trades through'directed brokers in a manner consiéte_nt_ with Exhibit A and (iij SERS reserves the right to

selectively limit trading with brokerage firms.

©) Registration of Securities. MANAGER, when 'pnrchasing registered securities for SERS,

shall cooperate with the Custodian in the appropriate registration of such securities. When used in this

Agreement, the term *“Custodian” refers to the State Treasurer, the State Treasuvrer"s subcustodian, and

“agents of the State Treasurer’s subeustodian. “The 1 identity and address of the State Treasurer’s

subcustodian shall be fumiShed to MANAGER by SERS.

. (d) Meeting Attendance. MANAGER shall attend SERS’ Board meetings as SERS shall
request to apprrse SERS of 1ts investment activities. MANAGER shall also attend spec1al meet1ngs and

attend or conduct 1nvestment seminars when requested by SERS.

» (e) Rep.or'ts. MANAGER shall_fumish to SERS, or o_thers, as SERS shall more _speciﬁcally
direct in writing hereafter, periodic reports on the status, composition, and perforrnance of the assets
managed l)y MANAGER."" MANAGER s‘hall_als_.(_)'__ca'qse ktg, be forwarded to the State Treasurer’s
subcustodian, and upon request to the State Treasurer, _copies of all trade conﬁrmations'promptly after

- execution of transactlons for SERS’ account.
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® . Informatzon to be Furnished. MANAGER shall furnish to- SERS upon request
1nformat10n concernmg assets and asset classes in whrch MANAGER will invest for and on behalf of

SERS, including, inter alza, 1dent1ﬁcat10n of purchase or sale opportunities and an overview of specific

market conditions. -

(& . Complzance with Laws. MANAGER’s conduct and actions for and on behalf of SERS

shall be in comphance at-all times with federal and state securities laws and regulations and all other
applicable laws and regulations, including but not limited to those relating to the 11eens1ng of its
personnel. MANAGER shall comply; upon the effective date, With the United States Securities -and
Exchange Commission (“SEC”) Rule 206(4)-5 (the “Rule™), including, blrt not limited to recordkeeping
of Contributions as required by the Rule Manager shall annually provide SERS’ Chief Counsel with' a
. report of all Contributions made by an Applicable Party to an Ofﬁcral of a Pennsylvama Government

entity (as such capltahzed terms are defined inthe Rule).

(h) MANAGER'’s Investments for Own Account. Except to the extent prohibited by the- '
Employee Re‘rirementv Income Security- Act of 1974 (“ERISA”), MANAGER, its Affiliates, and their
_respective partners, directors, officers, and employees shall be permitted to buy, sell or trade in any
. securities for its or their own account vor accounts, pursuant to MANAGER’s policy on employee trading
included in its Code of Ethics dated March 13, 2013 (a copy of which is attached hereto as Exhibit E and
made a part hereof); provided, however, that none of MANAGER, its Affiliates, or.their respective
partners, directors, officers, or ernployees, subject to any applicable -exemptions set forth in the
aforerrrentioned policy dn empioyee trading, shall be permitted to buy, sell or trade in any securities held
- for SERS’ account within less than five (5) business days before or less than one (1) business day after _
| the date such securrtles were bought, sold or traded by MANAGER for SERS’ account. Any-
amendments to the aforesaid policy shall be promptly provided to SERS. MANAGER shall have no’
obligation to acquire on behalf of SERSFa posi'rion in any investment which MANAGER, its Afﬁliates, or
their respective partners, officers, oremployees may acquire for its or their own accormt,. if in the sole
di‘scretior‘l of MANAGER, it is not feasible or in the best interests of SERS to acquire a position in such

investment.

(i) Class Actzons MANAGER shall notify SERS w1th1n five (5) busmess days of its recelpt
of a Notice of Pending Class Action or Notice of Class Action Settlement in which SERS is or may be
eligible to partlcrpate. With régard to Notices of Class Action Settlement, MANAGER shall also provrde

0
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the appropriate'class action Claims Adm'inistrator with contact information for the Custodian, or such

other party as SERS may designate from time to time, to enable such Claims Administrator to send any

applicable materials directly to the Custodian.
) " ERISA Limitations. Reéferences iri the preceding subsections o restrictions or limitations '
on MANAGER’s conduct 1mposed by ERISA shall be apphed to MANAGER’S conduct under this

Agreement without regard to the general apphcablhty of ERISA to the Fund.

k) Other Contracts. To the extent it is necessary for contracts. to be 51gned by SERS

(whether signed directly by SERS or by MANAGER on behalf of SERS) pursuant to this Agreement

MANAGER acknowledges ‘that such contracts must be approved in advance by all Commonwealth

entities whose approvals are required in accordance w1th the Commonwealth of Pennsylvania’s contract

approval process.

" 4, Standard of Performance MANAGER shall perform invéstment advisor and

management services under this Agreement subject to the exercise of that degree of judgment and care

under the circumstances then prevarhng which persons of prudence discretion, 1nte111gence and

investment expertise who are familiar w1th such matters exercise in the management of their own affairs;
not in regard to speculation but in regard to the permanent dlsposmon of their funds, con51der1ng the

probable income to be derived therefrom as well as the probable safety of their cap1ta1

5. Compensation.
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6. Due D111gence Visits. MANAGER shall relmburse SERS for its reasonable and actual .

travel expenses, if any, not to exceed $5,000 per year, in connection with visits by SERS personnel to

conduct due diligence reviews of the services performed or to be performed by MANAGER under this

Agreement. Any amount reimbursed for such due diligence visits shall not affect or increase or decrease

‘the compensation to be paid by SERS to MANAGER as computed in Exhibit C of this Agreement. -

Reimbursable expenses shall ‘include travel-related expenées incurred in accordance with the

Commonwealth Management Directive 230.10, as revised, or SERS Travel Policy, as adopted.

7. MANAGER’S Insurance.  MANAGER represents and warrants that the vinsurance

coverage submitted to SERS prior to executlon of this Agreement is in full force and effect and is
unmodified and that such representatlon and warranty will survive - executron of thrs Agreement
MANAGER shall maintain such insurance coverage, at a minimum, in effect throughout the term of this

Agreement. MANAGER shall submit evidence of contmued.coverage as mutually agreed upon by SERS
- and MANAGER. | | |

MANAGER shall be expected to comply with such procedures and requirements relating to insurance

and bond coverage for the protection of SERS and the Fund as SERS may convey to MANAGER in

writing. - SERS may require changes to insurance coverage and bonding as it deems appropriate for the'

protection of SERS and the Fund by giving written notice of such changes to MANAGER at least thirty

(30) days in advance of the effective date of such changes

8. : : Renresentations of MANAGER

(@ General Representations. MANAGER represents, warrants, confirms and agrees that:

(i) itisa “ﬁduciary” with respect to SERS and the Fund as that term is defined in
- Section 3(21)(A) of ERISA, and is not subject to any of the dlsqualxﬁcatlons described in Section 411 of
ERISA, 1rrespect1ve of the scope of ERISA apphcatlon to the Fund;

(i) (A)-it is duly registered and_ in good standing as an investment adviser under the -

Investment Advisers Act of 1940, as amended, and shall maintain such registration in good standing at all
“times during the term hereof; (B) it shall timely furnish to SERS a complete and legible copy of Parts I

and II of its current Form ADV ﬁled with the United States Securities and Exchange Commission
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(“SEC”) pursuant to Section 203(c) of the Investment Advisers Act of 1940, as amended; (C) throughout |
the term hereof, it shall make any filings and pay any fees required by the Pennsylvania Securities Act of
1972; as amended (the “1972 Act”); and (D) any_investment advisor representative employed by or
associated with it who has a plac‘e‘ of business in Pennsylvania and who at any time during the term.
hereof is provrding services to SERS pursuant to this Agreement shall be duly reg1stered and in good

standlng with the Pennsylvania Securities Commission in accordance with, and as may be required by,

. the 1972 Act; and

(iii) it has substantial experience and expertise making and managing the investments

contemplated. by this 'Agreement.b :

(b) Evidence of Authority. MANAGER shall furnish SERS as requested, but in-any event no
less than annually, with certified resolutions or other appropriate documentation evidencing the authority

of its partners, officers, Affiliates and employees to act on behalf of MANAGER.

(c) .. Reaffirmation. MANAGER hereby reaffirms the reliability and accuracy of the written

and oral representations made to SERS in the solicitation of this Agreement.

(dy - NoF mder s, Solicitor’s or Similar Fee. Neither MANAGER nor any Affiliate, nor any
of their respective partners, directors officers, or employees have employed or retained any company or
person, other than a bona fide employee working solely for MANAGER, to solicit or secure this
Agreement, and none of the aforementioned parties have paid or agreed to pay, and shall not pay, any -

company or person, other than a bona fide employee working solely for MANAGER, any fee,

commission, percentage, brokerage' fee, gift, or any other compensation contingent upon or resulting

from the award or making of this Agreement, except where @) MANAGER has disclosed in writing to
SERS, that it has engaged such-a company or person other than a bona ﬁde employee to secure this
Agreement, and (ii) the cost of such engagement 1s not charged to SERS under the terms of compernsation

under this Agreement or any subsequent agreement. For breach or violation of this representation, SERS

~ shall have the right to Void‘this'Agreement without liability, entitling SERS to recover all monies paid

hereunder, and _MANAGER shall not make claim for, or be entitled to recoyer, any sum or sums due

~ under- this Agreement"or for any services which it may have provided under this Agreement. This

remedy, if effected shall not constitute the sole remedy afforded to SERS for such breach or violation,

-nor shall it constitute a waiver of SERS’ rights to claim damages or to take any other action prov1ded for

by law or pursuant to this Agreement
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(e J\MNAGER s Website. MANAGER agrees that any' provisions pertaining or related to

mdemmﬁcatlon governing law or Jurisdlctlon conﬁdentiahty ora payment of money (whether asa fine,

i-hquidated damage levy, access fee or other similar 1mposmon) contamed in any current or future

‘website -or similar electronic forum/data transfer mamtamed or made available by or on behalf of
MANAGER shall not apply to or have any force or effect on SERS and that this Agreement shall instead

control the rights obhgations and duties of the parties hereto.

() - Reliance. MANAGER acknowledges that SERS has relied and w111 contmue to rely

upon MANAGER’s representations warrantles confirmations and agreements.

€y W-9. MANAGER shall promptly. provide SERS with a current W-9 tax form.
MANAGER is responsible for updating this form with SERS as it becomes necessary to do so.

(h) Notice of Change. MANAGER shall promptly netify SERS in the event any of the

foregoing acknowledgmenté; representations, warranties or agreements herein shall no longer be true.

9.  MANAGER as Independent Contractor. MANAGER shall perform 1ts services

» hereunder as an 1ndependent contractor and shall provide worker’s compensation insurance where the

same is required. MANAGER accepts full responsibility for the payment of, and shall pay when due,

taxes of any-nature or jurisdiction upon MANAGER’s property and income, premiums for worker’s

compensation insurance, Social Security taxes, all income tax deductions and any other taxes or payroll '

deductions required by law for its employees, servants or agents who perform services specified by this

Agreement.

- 10 Changes in MANAGER'’s Status. In the event of any actual or 'propesed material change
in MANAGER’s status or event affecting MANAGER, including, without limitation, (a) change in or

‘departure of directors, officers, partners, employees or Affiliates who exercise investment discretion over

SERS’ account, (b) material modiﬁcation of corporate or partnership structure, (c) change in actual

control or management of MANAGER, (d) material change in SEC requlrements or other government or

private registration, accredltation or hcensmg requirements affectmg MANAGER (e) alleged violations

by MANAGER, any Affiliate, or any of their respective partners, directors, officers, or employees, of the

In.vestment Advisers Act of 1940, as amended, the federal securities laws, comparabie state law, or the
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law of any apphcable fore1gn Jurlsd1ct10n ® mater1al deterloratron in MANAGER’S ﬁnancral condition,
including but not limited to the filing of a- petmon in bankruptcy, (2 MANAGER’s awareness that its

representatlons and ‘warranties herem_ cease to be true, and (h) l1t1gat1on alleging negligence, fraud or

~breach of ﬁduciarj./' duty 'by.pMANAGER, any Affiliate, or any of their respective partners, directors,'
officers, or employee's; MANAGER shall immediately notify SERS in writing. '

1. Indemnification of SERS. MANAGER shall indemnify and forever hold'harmless the
Commonwealth of Pennsylvania, ‘the Fund, SERS and its Board members, offrcers, agents and
employees, from and against any. and all losses, claims, (lemands, actions, or liabilities of any nature,
including, but not limited to, attorneys’ fees, expenses and court costs, based upon, arising out of or in -
connection w1th the negligent, reckless, w1llfully improper or 1llegal performance of services or failure to
perform services under this Agreement, actions outside the scope of authority, or other breach of this"
Agreement, by MANAGER, an Affiliate, their respective partners, d1rector_s, officers, employees and
agents or any brokers or futures commission merchants selected by MANAGER and performing_services
for or on behalf of SERS, regardless of any independent contractual arrangement SERS may have with
such brokers or futures commission merchants.v At SERS’ option, and in its sole discretion, MANAGER
shall defend at its expense actions brought against the Commonwealth of Pennsylvania, the Fund, SERS
and its Board members, officers, agents and employees arising out of or in connection with any services
performed or the failure to perform services, or other breach of this Agreement, by MANAGER, an

Afﬁhate their respect1ve partners, directors, ofﬂcers employees and agents or any brokers or futures

.commission merchants selected by MANAGER and performing services for or on behalf of SERS, and

the costs of such defense shall be borne by MANAGER and shall not constrtute an expense of, and shall )
not be paid out of, Fund assets invested and managed by MANAGER. For the avoidance of doubt, SERS
acknowledges and agrees that the MANAGER’s sole duty with respect'to brokers, futures commission ™

merchants and counterparties is to select and monitor such parties with reasonable care. -

12. Conﬁ'dentiali'g[.' All reports and documents relating to SERS and the Fund which

MANAGER may prepare and deliver hereunder shall be confidential and shall become the property of
. SERS and shall not be published, circulated, or used in any manner by MANAGER without SERS’ prior

written ‘approval, except as required by law. All information relating to SERS, whether in written or

“spoken form, that SERS provides to MAN_AGER or that is learned by MANAGER in connection with

providing services to SERS, shall be confidential and shall not be disclosed, published, circulated, or

used in any manner by MANAGER without SERS’ prior writ_tenapproval, except as required by law. .
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MANAGER shall require the Affiliates, and its andthe Affiliates’ »pa_ftneré, directors, officers ‘and
employees to comply with the provisions of this Section 12 to the same extent as MANAGER.

13. Conflict of Interest. MANAGER covenants on behalf of ifself, all Affiliates, and their

respective partnefé, directors, officers and employees, that none of the aforementioned parties has an

interest and shall not acquire any interest, direct or indirect, that would conflict in any mbaterial manner or

_ degree with the performance of the servicesj hereunder. MANAGER further covenants that in the

performance of -this Agreement,'that neither it nor any of the aforementioned parties will knowingly

employ any person having any such conflicting interest.

14. Soft Dollars Report. -

15. . Other Business. SERS acknowledges that MANAGER provides investment advisor
services-for other clients, and that such services do not, in and of themselves, constitute a cohﬂict with
the performance of MANAGER’s services hereunder. Provided the covenants of Section 13 above are

not breached, and furf_her provided that MANAGER and its partnérs, officers, employees and Affiliates

comply with the “prohiibited transaction” rules of ERISA, nofhing in this Agreement shall prohibit |

MANAGER from rendering services similar to those provided hercin for other clients. When investment
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opportun1t1es ‘occur which are consrstent with the 1nvestment objectives of more than one client;

- MANAGER shall not favor any one client over another. Such investment opportunities shall be allocated

in‘a manner deemed equitable to the particular clients involved based on such.factors as the1r respective
investment objectives and then current 1nvestment and cash posrtions In the event two or more clients

seek 1dent1ca1 investments at the same  time, MANAGER shall apply standardized allocatlon policies

" consistent with MANAGE_R’s status as a fiduciary with respect to SERS and the Fund. A copy of such

policies _shall be furnished to SERS within a reasonable time after execution of this Agreement. »

16.  Assignment or Other Transfer. - The rights and obligations of ‘MANAGER_under this
Agreement, including any interest herein or any claim arising hereunder, may not be assigned by it, in
whole or in part, whether to any Affiliate of MANAGER or to any other party or parties, and whether '

voluntarily or by operation of law, and whether by sale, merger, division, consolidation, encumbrance or

sale of stock,' or otherwise, without the prior written consent of SERS, which consent SERS may grant or

withhold in its sole and absolute discretion. Any assignment or attempted assignment in contravention of

this Section 16 shall be null and void ab initio. -

17. Commonwealth Contract Prov151ons In performing services hereunder MANAGER

shall comply with the Commonwealth contract provisions attached hereto and 1ncorporated herein as

Exhibit D. For purposes of Exhibit D, MANAGER shall be the “Contractor.”

18. Maintenance, Preservation and Review of Records. ,MANAGER shall maintain such_

records, books and accounts pertaining to sérvices and payments hereunder in accordance with generally .

accepted accounting principles consistently applied. All such records, books and accounts shall be

- maintained and preserved for the longer of: (a) the term of this Agreement, or (b) four (4) years after -

. their creation. -During such period, SERS or any other department or representative of the

Commonwealth of Pennsylvania, from time to time upon reasonable notice, shall have the right to

- inspect, duplicate and audit such records, books and accounts for all purposes authorized and permitted -

_ by law. MANAGER may preserve such records, books and accounts in original form or on microﬁlm

magnetic tape CD-ROM or any other generally recognized and accepted process.

MANAGER shall: maintain an adequate system of controls to ensure that any transactions -

~entered into on SERS’ behalf comply with all applicable laws and regulations, that the financial
- information reported to SERS is accurate and complete and that MANAGER is in compliance with the

.
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“terms of this Agreement at all times. At the request and in the- sole discretion of SERS, MANAGER

shall produce an annual report on its policies and procedures describing MANAGER’s control structure

- for ﬁduc1ary and investment act1v1t1es and prov1de MANAGER’s written assertion of effectiveness of its

control structure over said matters. At the sole dlscretion of SERS, MANAGER may be requested
annually, but the MANAGER shall not be required to prov1de, either of the followmg or a similar report.

(a) © 'An ‘examination of MANAGER’s written a_ssertion ~about the effectiveness of
MANAGER’S internal control structure provided by an independent certified public accountant

knowledgeable in such matters, or

(b) An independent auditor’s report prepared in accordance with the prov151ons of Statement

. on Standards for Attestation Engagements No. 16 (“SSAE 16”) or any successor statement issued by the

-Auditing Standards Board (ASB) of the American Institute of Certified Public Accountants (AICPA).

The report will: examme both the desrgn and effectiveness of the control environment.

19. Notices. Any notice, demand direction, instruction and other communications required

or permitted hereunder shall be conﬁrmed in writmg and shall be sufﬁcrently given for all purposes when

~sent (a) by certified or registered U. S mail, postage prepaid, (b) by a nationally recognized courier

service that maintains written verification of actual delivery,i © byv facsimile or email with a copy of the
communication sent by first class U.S. mail, postage prepaid (provided that if the date of dispatch is not a
business day, the facsimile or email shall be deemed to have been received at the opening of business of

the addressee on the next business day) or, (d) by delivering the same in person to any iparty at the

- following addresses or such other addresses as may be designated from time to time by the parties:

‘

Ifto SERS: COMMONWEALTH OF PENNSYLVANIA
STATE EMPLOYEES’ RETIREMENT SYSTEM _
30 North Third Street; Suite 150 ' '
Harrisburg, Pennsylvania 17101-1716
Attn: Executive Director
. Facsimile: (717) 783-7300

With copies to: =~ COMMONWEALTH OF PENNSYLVANIA
B STATE EMPLOYEES’ RETIREMENT SYSTEM
30.North Third Street, Suite 150
Harrisburg, Pennsylvania 17101-1716
Attn: Chief Investment Officer
Facsimile: (717) 772-3741

-~
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and

- COMMONWEALTH OF PENNSYLVANIA
STATE EMPLOYEES’ RETIREMENT SYSTEM

- 30 North Third Street, Suite 150 o
Harrisburg, Pennsylvania 17101- 1716
Attn:” Chief Counsel :
Facsimile: -(717) 787- 5751

If to MANAGER: - HARVEST FUND ADVISORS LLC
' " 100 West Lancaster Avenue, 2™ Floor
Wayne, Pennsylvania 19087
Attn: COO & General Counsel
Facsimile: (610) 995-9775

20. Expiration and Termination.

(a)  Expiration. ThlS Agreement’s initial term- shall be five (5) years from the date ﬁrst
written above and this Agreement shall continue automatically for subsequent five (5) year terms for

each extension at SERS’ option unless termlnated earlier as provided herein.

b) Termination. MANAGER may terminate this Agreement by furnishing written notice to
SERS not less than one hundred twenty (120) days prior to the effective date of termination, and SERS
reserves the right to terminate this Agre‘ementl‘ at any time, for any reason, by furnishing written notice to

MANAGER, whereupon, and in either of such events MANAGER’s fees'for services under this

-Agreernent shall be prorated and paid, provided that notwithstanding any other provision of this

Agreement, SERS may withhold such payment of fees until MANAGER has fully comphed in SERS’

sole drscretlon with subsection (d) below..

©) Liability. The termination or expiration of this Agreement shall not relieve MANAGER
of any liability that may be incurred in connection with its performance or failure to perform its

obligations under this Agreement which liability shall survive termination or expiration.

(d) F inal Report. MANAGER shall furnish.to SERS, within thirtY (30) daYs of the effective

: datevo_f termination or expiration of this Agreement or the voidance of this'Agreement pursuant to
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~ Section 8(d), a final report on its investment activities and the status of the Fund’s assets allocated to

MANAGER in such form and forrﬁat ‘as requested by SERS’ staff. Any and all of the Fund’s assets in

MANAGER’s possession at the effective date of terminat_ioh, expiration or voidance shall be returned to

'SERS, or transferred as directed by SERS, immediately upon termination, expiration or voidarice or as

soon thereafter as is practicable éonsidering MANAGER’S obligations to presefve and erhance the

financial integrity of the Fund.

21.  Applicable Law. This Agr‘eement' sh_all'bé governed by and interpreted and enforced in

accordance with the laws of the Commonwealth of Pennsylvania (without regard to any conflict of laws

* provisions) including Pennsylvania’s Right-to-Know Law, 65 P.S. §§ 67.101-3 104. MANAGER hereby

(a) consents to exclusive jurisdiction in any court of the Commonwealth of P_ennsylvania,' any federal
courts in Pennsylvahia, and the Board of Claims . (“Board of Claims”) of the Commonwealth of
Pennsylvania, hereby waiving any claim .or defehs’é that such forum is not convenient or proper and (b)
agrees that any. claim éssérted against SERS shall only be brought before and subject to the exclusive
jurisdiction of the Board-of Claims pursuant to Section 1721 et seq. of Title 62 of Pa. Statutes.
MANAGER agrees that the Board of Claims and any such court shall have in personqm' jurisdiction over

it, and consents to service of process in any manner authorized by Pennsylvania law.

22. Reservation of Immunities. SERS hefeby reserves all immunities, defenses, rights or
actions arising out of its status as-an instrumentality of a sovereign state or entity, or under the Eleventh
Amendment to the United States Constitution, and no waiver of any such immunities, defenses, rights or
actions shall be implied or otherwise deemed to exist by its fent.ry.into_ thi_s Agreement, by any express or
implied provisidnv of this Agréemerit or by any actions or omissions to act of SERS or any representative

or agent of SERS, whether taken pursuant hereto, prior to or after the entry by SERS into this Agreement.

23. Bindihg Effect. This Agreement shall inure to the benefit of and bind the parties hereto

and their respective successors and assigns.

24. - Amendment. No amendment or modification of this Agreement, other than as set forth

in Section 2 hereof, shall have any force or effect unless it is in writing and signed by the parties hereto. -
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25, Counterpart This Agreement may be executed in any number of separate counterparts ’
‘each of which shall be deemed an orrgmal but the several counterparts shall together constitute but one
and the same 1nstrument
26. | everahilitj If any one or more of the covenants agreements pI‘OVlSlOI‘lS or terms of
this Agreement shall be held contrary to any express provision of law or contrary to the pohcy of express
law though not expressly prohlblted or against public pohcy, or shall for any reason whatsoever be held
invalid, then such covenants, agreements, provisions or terms shall be deemed severable from the
remaining covenants agreements .provisions or terms. of thls Agreement and shall in'no way affect the

validity or enforceablhty of the remainder of this Agreement or the rlghts of the parties hereto.

27. . Headings. The headings and captions in- this Agreement are for convenience and
reference purposes only and shall not be construed or deemed to explain, modify, amplify or a1d in the

interpretatlon construction or meaning of the provisions hereof.

28.  Entire Agreement Except as heremabove expressly - prov1ded this Agreement

supersedes all prior contracts and undertakings, wrltten or oral, between the same parties concerning the

same subject matter.

[SIGNATURE PAGE FOLLOWS]
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IN WITNESS WHEREOF, the parties hereto, each intending to be legally bound hereby, have

caused this Management Agreement for Real Asset Portfolio Management in Publicly Traded Master

Limited Partnership Securities to be executed as of the date first above written.

ATTEST:

BY:
NA

AN
TITLE: 0 p o § ¢ 00

Approved for form and legality:

BY:

NAME:
TITLE:
Office of Attorney General

BY:

NAME:
TITLE:
Office of General Counsel

Date

HARVEST FUND ADVISORS LLC
Federal Tax Identification Number:

: .
NAME: Mm«?\v maulide  Date 32718

TITLE: coo

COMMONWEALTH OF PENNSYLVANIA
STATE EMPLOYEES’ RETIREMENT SYSTEM
Federal Tax Identiﬁcation_Number:

BY:
NAME: Date
TITLE: Chairman

Approved:

BY:
NAME: Date
SERS Counsel
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IN. WITNESS 'WHEREOF, the parties hereto, each intending to be legally bound hereby, have
* caused this Managément_Agreerne_nt for Real Asset Portfolio‘Managem'ent in Publi_cally Traded Masfer-

Limited Partnership Securities to be executed as of the date first above written.

ATTEST: - ~ HARVEST FUND ADVISORS LLC
, . ' : Federal Tax Identification Number:

- BY: o SR . BY:

NAME: . Dae ~ NAME: . Date
TITLE: © TITLE:

COMMONWEALTH OF PENNSYLVANIA
STATE EMPLOYEES’ RETIREMENT SY,Sf‘ M -
"Federal Tax Identlﬁcatlon Num er:

BY:

NAME; N)fgb 7S fmqn |e, Date’ /
TITLE: Ch v - , e 17//15

| - Approved for form and legélify: R '7 Approved: -
- NAME ﬂg./m//lf, aa NAME: Y zeloehh L. 13 _ _-/;-.3 |
1 TITLE: <prG— SERS Counsel ' e h :
W '~ Office of Attorney-General = =~ o '
BY: . . L »
NAME: . - = = - - Date
- TITLE: ‘ )

Office of General -Cbunéel

-
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. BY: - BY:

IN WITNESS WHEREOF ‘the parties hereto each 1ntend1ng to be legally bound hereby, have -
,caused thrs Management Agreement for Real Asset Portfolio Management in Pubhcally Traded Master

‘L1m1ted Partnershlp Securities to be executed as of the date first above wr1tten

ATTEST: e . ~ HARVEST FUND ADVIS_ORS LLC
B : ~ Federal Tax Identification Number:

BY:__ o BY: . | | »
NAME: - ~ Date NAME: T Date -

~ TITLE:: - -~ e TITLE:

COMMONWEALTH OF PENN YLVANIA /()
STATE EMPLOYEES’ RETIREMENT SYST M
Federal Tax Identification Numbgr:

Approved for form and legality: ' Approved:.

NAME: NAME: }{| ) St Date’/ '/a-
TITLE: - SERS Counsel ™ g I_“\' :

Office of Attomey General

."g. $liz{ 13
NAME N ’
TITLE: { ,
: X (o}
‘Office of Ge ertliour%@(c ullS( (
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| Cdmlnonwealt_h of Pennsylvaniav 7
- State Employees’ Retirement Board -
Statement of Investment Policy

I Introduction® - R . e : L N

The State Employees’ Retirement Fund (“Fund”) was established in 1923 by an act of the
Pennsylvania legislature. The purpose of the Fund is the accumulation of funds exclusively for the
benefit of the members and beneficiaries of members of the State Employees’ Retirement System
(“SERS” or the “System”) for the-payment of withdrawal, retirement, disability, and death benefits
as provided in Pennsylvania Consolidated Statutes Title 71, Part XXV (“Retirement for State
Employees and Officers”). The Fund is under the exclusive control and management of an eleven
member Board of Trustees (“Board”). Six members are’ appointed by the Governor and confirmed
by the State Senate to four—year terms. Two members of the Senate are appointed by the President
Pro Tempore of the Senate, and two members of the House by the Speaker of the House, and serve
~ on the Board for the duration-of the terms for which they were elected. The State Treasurer serves
~ as amember of the Board, ex—ofﬁc1o :

The Statement of Investment Pohcy (the “PdIicy ) ‘was - originally adopted by the - Board on
» September 19 1979 and was last revised by Board action on April 29, 2009.

0

IL Statement of Purpose of Investment Policy -

This document specifically outlines the investment philosophy and practices of SERS and has been
“developed to serve as a reference point for the management of the System’s assets. The purpose of
this Policy is to formalize the Board’s investment objectives and policies, and to define the duties

- and responsibilities of the various individuals and entities involved in the investment process. The
assets "of the SERS will be managed with the primary objective of the payment of benefit

-obligations to- partlclpants in the plans. The secondary objective of the Board’s policy is to
maximize return with acceptable risk considerations and sufficient liquidity so- that-employer -
contributions can be minimized. Therefore, it is‘crucial that vthe Board adopt a long—term plan by
which the assets of the System will be managed and enhanced through prudent investments. This
Policy is intended to ensure that the level of assets is adequate to cover the accumulated liabilities
of the System. This is an official policy document of SERS. Deviation from this document is
: not permltted without expllc1t written: permlssmn, in advance, from the Board.

In developing this Policy, the Board understands and accepts its ﬁdumary obhgatlons to the

members of the System. These -obligations are legal in nature, and are outlined in Title 71,
: Pennsylvanla Consolidated Statutes Sectlon 5931, a copy of which is attached hereto as Append1x
. L : .

III. . Prudent Investor Standard

The Board’s investment authority is governed by the “prudent. investor” standard as set forth in
Title 71, Pennsylvania Consolidated Statutes, Section 5931(a): ‘ : o

- Control and management of fund. The members of the board shall be the trustees of the

. fund. Regardless of any other provision of law governing the investments of funds under the
control of an administrative board of the State government; the trustees shall have exclusive
control and management of the said fund and full power to invest the same in accordance -
with the provisions of this section, subject, however, to the exercise of that degree of

Commonwealth of Pennsylvania State Employees’ Retirement System C
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judgment, sk1ll and care under the circumstances then preva1l1ng which persons of prudence,
discretion and intelligence, who are familiar with such matters, exercise in the management
of their own affairs not in regard to speculation, but in regard to the permanent disposition of
the funds, considering the probable income to be derived therefrom as well as the probable

+ safety of their capital. The trustees shall have the power to hold, purchase, sell, lend, assign,
transfer or dispose of any of the securities and investments in which any of the moneys in the . |
fund- shall have been invested as well as of the proceeds of said investments, mcludmg any

~ directed commissions which have accrued to the benefit of the fund as a consequence of the

" investments, and of any moneys belonging to said fund, subject in every case to meetmg the -
stanidard of prudence set forth in this subsect1on . '
No provision of th1s Polrcy shall be construed in contraventron of the Board s statutory investment
author1ty found in Title 7l Pennsylvama Consohdated Statutes Section 5931.

IV. Frduclary Status, Dutles, and Responsrblhtles of Board Staff Investment Advrsors, Other .
Agents, and State Treasurer :

SERS is one of the larger public pension funds in the Un1ted States Due to its size and 1nvestment
_structure, its operational requirements are complex In order to administer the System and carry out
* its investment obligations, the Board relies heavily on both staff and external contractors. Because
of the number -of parties involved, their roles:- as fiduciaries must. be clearly identified. ‘Such-
~ identification increases operational efficiency, ensures clear lmes of responsrbﬂrty, and reduces or
eliminates duphcatlon of effort. :

A. Board of Trustees -
Title 71, Pennsylvania Consolidated Statutes, 'Section 593l(e) provides, in part, as follows:

- The members of the board, employees of the board, and agents thereof shall stand in a
fiduciary relationship to the members of the system regarding the investments and
~disbursements of any of the moneys of the fund and shall not profit erther drrectly or -

indirectly with respect thereto. :

) In exercising this ﬁduc1ary respons1b1hty, the members of the Board, employees of the Board
and agents of the Board are governed by the “prudent investor” standard and the exclusive
benefit standard. The exclusive benefit standard requires these parties to act solely within the
interests of the plan’s participants and beneficiaries, and for the exclusive purpose of provrdmg

. benefits to part1c1pants and beneﬁcranes '

The Board may, when possible and consistent with. its ﬁduc1ary dutres 1mposed by law,
including its ob11gat1on to invest-and manage the Fund for the exclusive benefit of the members
of the- System,  consider whether an. investment in any project or business enhances and
promotes the general welfare of the Commonwealth and its citizens. Whete investment
characteristics, including yield, risk, and liquidity; are equivalent, the Board’s policy favors
investments that will have a posrtrve impact on the' economy of Pennsylvama '

The members of the Board are responsrble as trustees for the proper management of the assets
of the Fund. The Board has the responsibility of establishing and maintaining broad policies
and objectives for all aspects of the System’s -operations. Specifically with regard to
investments, the Board $eeks the fecommendations of the staff and consultants prior to takmg
'act1on In carrymg out these duties, the Board will be responsrble for :

Commonwealth of Pennsylvania State Employees’ Retirement System ’ : .
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1. Rev1ew1ng and approvrng each year an Annual Strategic Investment Plan that sets forth the
direction of the Fund and work plan initiatives for the coming two years This Annual
'Strategrc Investment Plan shall incorporate proposed percentage allocations to asset classes,

_portfolio component definitions and types and proportions of assets w1th1n each asset class.

2. Approvrng the engagement and termination of investment adv1sors Staff and consultants.
 will identify potential candidates. Potential advisors will be evaluated based on their ability
to achieve ‘the objectives outlined in the Annual Strategic Investment Plan and their
-demonstrated.- experience and- expertise for the specific mandate. Board suggestions for
potential advisors who meet these criteria will be evaluated by staff and consultants. While
~ individual Board Members may meet with prospective advisors, all group meetings
involving a-quorum’ of Board Members for-a presentation by prospective advisors shall be" -
- through formal Board meetings or Board Committee meetings. Staff and consultants are
jointly responsible for carrying out the research and due diligence to identify qualified -
candidates, or support terminations, and make recommendat1ons back to the Board.

3. Approvmg the engagement and termination of consultants

4. Rev1ew1ng the investment performance‘ of the Fund.

5. Reviewing and approving the Certiﬁed Annual Financial_ Report. ' : ’ -

6. .“Reviey\'/ing and ‘approving the annual actuarial report 'assumptions.and funding levelvand ‘
reviewing and approvmg an actuarral experrence study that is to be conducted no less than

every five years.

7. Reviewing and approving the results of an asset l1ab111ty study ona periodlc basrs but not :
less than every five years. : _ :

8. Reviewing and adopting the proxy Voting guidelines.

9. Oversight and monitoring of staff.

In dischargmg these responsibilities, the Board has delegated certain functions to the staff and
to various contractors who provide profess1onal services to the Board. All persons who act as
agents of the Board shall adhere to the hrghest standards of professronal 1ntegr1ty and honesty

- B. State Employees’ Retirement Board Staff :

The Executive Director is responsible for administrative matters relating to the operations of the
System. The Chief Investment Officer is charged with the coordination of all investment
activities and matters within'the System. The Investment Office reports to the Board on
emerging trends and issues of concern to public pension funds generally and to the Fund in
~particular. The Investment Office is responsible to the Board to review and analyze the current
investment climate, and to recommend adjustments with respect to. this Policy that are
appropriate to take optimum advantage of new conditions and strategies. as they arise in the
market place. To ensure that the goals and objectives of the Board are being fulfilled, the
Investment Office also reviews and analyzes the philosophies, policies, and strategies employed
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. by the investment advisors, evaluating the appropriateness of their decision-making processes
and their investment styles in relation to present and projected 1nvestment hOI‘lZOI’lS

The Chief Investment Officer of the System is charged with. the followrng responsrbilmes
1..-To manage ona day-to—day basis, the portfoho 1ts components_and agents;

2. To authorize receipt or payment for the acqu1srt10n or d1spos1t1on of i 1nvestments

3. To act as llaISOI’I on behalf of the Board wrth all 1nvestment related contractors

4. To \review and analyze all investment transactions for conformity to applicable laws,
-regulations, each advisor,’s investment strategy statement and this Policy;

5. To' review mvestment proposals presented by investment adv1sors and where
. appropriate summarize and recommend the same for Board consideration; :

6. To analyze and summarize fo»rv the Board , pertinent information from relevant
_publications discussions, meetings, and research on current investment related topics;

7. To respond to inquiries from the Board and Pennsylvama Leglslature the membersh1p,
the press, other governmental representatives and the public concernmg the
1nvestments of the Fund; o , e R

o - To prepare the Annual Strategic Investment Plan and perform analysis' and
. ' recommendations for action to present to the Board for approval and implementation
.consistent with this Policy and achievement of the Board’s investment obj ectives; and

9..To perform such other dutles as may be required to 1mplement this Pol1cy

C. Chief Audlt Executlve .
The chief audit executive reports functionally to the Audit Committee and administratively to
the Executive Director. The internal auditor is independent of the System’s operational activity
and is responsible for providing objective audit and review services for the entire System, -
“including the Investment Office. The internal auditor’s services emphasize the promotion of
adequate " and effective internal -controls at ‘a reasonable cost. and result in suggested
improvements that will lead to economies and efficiencies in the Systems’ operations.

With the advent of the Sarbanes—Oxley Act of 2002, the Board recognized the need for, and to -
established an audit committee to provide additional oversight relating to the adequacy of
internal controls applicable to financial reporting ‘The audit committee will meet quarterly to
“discuss audit related issues. The. audit committee, at its discretion, may meet with the internal
- -auditor in executive session. The audit committee may make recommendations for changes in
~ internal controls for consideration by the Board but shall have no pol1cy authority.

D. Investment Adyisors
. The Board continually seeks to employ investment advisors that possess superior capabilities in
the management of assets of public retirement systems. The Fund has carefully documented

its investment processes, including those related to hiring advisors to manage the Fund’s
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: 1nvestments Those processes are avallable for review on the Fund’s intranet. Each advisor has
full discretion to carry out. its investment mandate subject to the investment strategy statement
contained in the investment management agreement and will be expected to conduct business

" on behalf of the System in accordance with the maridate for which they were retained. It is the
Board’s policy to limit the allocation of Fund investments such that no more than 15% of the

“total market value of Fund assets should be invested in any one investment product offered by
an investment advisor, except where management of such investments is of a passive nature
(e. g ;» index funds). Notwithstanding any of the limitations contained -in this section, no
hqurdation of an investment shall be required solely due to changes in market value.

"Each advisor’s benchmark w111 reﬂect that advisor’s particular style or tactical role in SERS’
" investment process.: Each benchmark will be clearly specified, measurable -and replicable.
Benchmarks do not have to be published or widely recognized ‘they may . be ‘customized” for a
particular investment style or styles. The benchmark shall be determined in advance of funding
- by mutual agreement between the advisor, staff and consultant. In the event of a change-in-
management -style, agreed upon change in an advisor’s strategy, availability of a better
benchmark construction methodology, or changes to or additions in indices, an advisor’s
benchmark may be modified by mutual consent between the advisor, staff and consultant.
Despite the foregoing, it is recognized that benchmarks in the investment industry may fail to
- capture the investment nuances of an investment advisor, Wthh leads to tracking error relative
to the benchmark ' ,

The Board further requires those public markets investment adv1sors selected and working on

its behalf to perform the following act1v1t1es

1. To recommend potential changes in' their mandate which, in their best professional

" judgment, are in the best interests of the Fund to meet the investment objectives. Such
recommendations include, but are not limited to:

a the allocation of funds among the asset classes;

b specific investment opportumtles regarding the acquisitlon retention, . and
dlsposmon of 1nvestments, : '

c. the addition, deletion, or modiﬁcation of authorizcd investments;
d. “comment on corporate governance issues..

2. To execute investment transactions on behalf of the Board in a manner that maximizes the
investment value of each transaction from the viewpoint of the Fund, utilizing such brokers
-and- dealers as they deem appropriate to obtain the best execution capabilities and/or
valuable information with respect to the economy. and the affairs’ of corporations at the
“lowest total cost to the Fund.

3. To report to the Board at least quarterly through the Investment Office, with the exact

- frequency and format of reporting to be determined by the Investment Office, on the
composition and relative performance of the investments in their designated portfolios; the
economic and investment outlook for the near and long term; significant changes in the
portfolio during the preceding period; and the reasons for any significant differences
between the performance of their portfolios and the-appropriate market indices or metrics.

Commonwealth of Pennsylvania State Employees’ Retirement System : ) _
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4. To make themselves available as needed for meetings with the Board staff or agents of the
Board regarding investment matters. o

5. .To comply at all trmes w1th all laws, regulatrons contractual 1nvestment guldelmes and, :
_reporting requ1rements as determined by staff. - : :

6. To. -perform such add1t1onal activities as detarled in each advrsor s investment
’ management agreement with SERS

E. General Investment Consultant

The Board’s general investment. consultant acts as a fiduciary to the Fund, providing reports to
-the Board on emerging trends and issues of concern, to"public pension funds generally and to
the Fund 'in particular.” The géeneral investment consultant also analyzes. and -makes'.
- recommendations with respect to the Board’s asset allocation and investment structure, policies,
the investment advisors’ implementation of policy and strategy, the appropriate investment
horizon for the Fund given its actuarial character1st1cs and prov1des such other research.as may,
be requ1red from time to trme ' :

In addition to the general investment consultant, the Board may retain other investment
consultants as. required for specialized needs, such as for particular asset classes or unique
investment projects. These specialty .consultants will report to the Board on emerging trends
and issues that are germane to their respective assignments and that are of concern to public

. pension funds generally and to the Fund in particular. Within the scope of their assignments,

' the specialty consultants will -also analyze and make recommendations with respect to this
Policy, the investment advisors’ implementation of policy and strategy, .and prov1de such other
research as may be needed from time to time:

The general and specialty consultants 'should be free of conflicts of 1nterest or, where they
potentially exist, make complete and total disclosure to the Board.

F. Alternative Investment Co_nsultant

The alternative investment consultant acts as a fiduciary to the Fund, and will provide non—
~ discretionary alternative investment consulting services.- The alternative investment consultant
‘ will assist staff in performing due diligence investigations on prospective alternative investment

opportunities; assist staff with identifying and accessing top—tier and first time/nascent funds;

recommend specific alternative -investments to SERS and maintain -an alternative investment
database. The alternative investment consultant will also participate in the development and
refinement of alternative investment policies, object1ves strateg1es benchmarking, risk
assumptions and asset mix appropriate for each sub—asset class; as well as perform qualitative
and quantitative portfolio oversight procedures and prepare performance measurement. The
alternative investment consultant will make presentations to the Board supporting 1nvestment
recommendat1ons as they arrse and review performance at least sem1—annually

The alternative 1nvestment consultant should'be free of conflicts of interest or, where they
potentially exist, make complete and total disclosure to the Board and obtam pre—clearance
from the Board ‘ -

: G. Real Estate Consultant

Commonwealth of Pennsylvania State Employees’ Retirement System ) :
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The real estate consultant acts as a fiduciary to the Fund, and will provide non—discretionary. .
real estate investment consulting services. The real estate consultant will assist staff in
performing due diligence investigations on prospective real estate ‘opportunities, assist staff
- with identifying and accessing top-tier funds, recommend specific real estate investments to. -
SERS and maintain a real estate database. The real estate consultant will also participate in the
development and refinement of real estate policies, objectives and' strategies, .benchmarking,
risk assumptions and asset mix appropriate for each sub-asset class; as well as perform
qualitative and  -quantitative portfolio. oversight procedures -and ~prepare performance
- measurement. The real estate consultant will make presentations to the Board supporting
investment recommendatrons as they arise, and review performance at least semi—annually.

“The real estate consultant should be free of conflicts of 1nterest or,-where they potentially exist,
*‘make complete and total d1sclosure to the Board and obtain pre—clearance from the Board.

'H. Portfoho Evaluation Advisor

Thé general investment consultant, or another third party approved by the Board ‘as a portfolio
evaluation advisor, will provide quarterly investment performance evaluation and analysis to
the Board. The portfolio evaluation advisor will provide to the Board comparative performance

* measurement against appropriate benchmarks, at the total fund, asset class, sub—asset class and
advisor levels for all asset classes except real estate and alternative investments.

These benchmarks will be deﬁned and presented in each quarterly performance report. They’
are hereby 1ncorporated by reference..

I. State Treasurer

The State Treasurer serves as the custodian of the Fund, pursuant to Title 71, Pennsylvania
Consolidated Statutes, Section 5931(c). In this capacity, the State Treasurer is responsrble for

-the safe physrcal custody of investment instruments and the safe custody of any ‘book-entry

. investment instruments that are held in depositories on behalf of the Commonwealth. As
_custodian, the State Treasurer is also responsible for preparing and delivering-securities for
settlement as authorized by the Board, attending to corporate actions, maintaining a book of
record for these securities, facilitating an annual examination of these securities and books, and
for preparing payment for securities transactions upon presentation of warrants properly signed
and authorized. The State Treasurer may enter into a contract w1th a sub—custod1an bank to
assist in the execution of these responsibilities.

=)

The State Treasurer is responsrble for the temporary investment of cash balances until funds are
requrred to meet disbursements or to acqurre investments.

J. Actuarial Consultant

Pursuant to Title 71, Pennsylvania Consolrdated Statutes Section 5902(]) the Board engages an
~actuary to perform a valuation of the various accounts of the SERS on an annual basis within six

months of the close of each calendar year.  In évery fifth year, the Board shall have the actuary
-~ conduct an actuarial investigation -and evaluation of the system based on data including the
" mortality, service, and compensation experience provided by the Board annually during " the

precedrng five years concerning the members and beneﬁc1ar1es : -
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V. .- Ihvestment Objectives

The State Employees Retrrement Fund is a mature pens1on plan. The appropnate investment
horizon. is intermediate to long-term (ten to twenty" years) with due consideration of the
. characterrstrcs of the Fund’s liabilities and l1qu1d1ty requrrements : N

The objectives of the Fund are to prov1de beneﬁt payments to partrc1pants and beneﬁc1arres at the.
Jowest cost to the Commonwealth and to fund the program through a carefully planned and

“executed investment program. The Fund seeks to produce the highest return on investment that is
consistent with acceptable investment risks and sufficient liquidity that will permit the Fund to meet
the System’s benefit obligations and secondarily, control the cost of the Fund to the taxpayers. The

" investment program is premised on modern portfolio theory that states that taking incremental risk
will be rewarded. The Board is aware that the high volatility of many classes of investments means
that the reward to risk premise may not be fully realrzed in perrods as long as ten years. -

,The Board, w1th the help of the staff and consultants is charged with bu1ld1ng a portfol10 by
carefully assessing the risk and return potential of the global capital markeéts, and making those
investments that are 1nstrtutronally investable and appear able to contribute to the Fund’s long term
objectives and goals » ‘

" However, investment results can be volatile. SERS’ own experience has shown that periods as long -
as a decade may not produce predicted results. Yet avoidance of 1nvestment risk is certain to
_produce a cost burden for taxpayers beyond acceptable levels.

Consistent with ach1ev1ng these obJectrves the Board has establrshed the following goals relatlve to
investment performance

e Achieve a net total return equivalent to the actuarial interest rate assumption; or preferably
. in excess of this rate in order to improve the funded ratio of the Fund through investment
earnings and favorably impact future employer contribution rates.

e Achieve a net total long term return that meets or exceeds an appropriate, composite Plan
benchmark index on a five to ten year rolling time horizon. The composite benchmark
index will be based on the asset allocatron set forth in the Strategic Plan approved by the
Board annually.

VI. Investment Guidelines :

The allocation of funds to various types of investment is of utmost importance in structuring an
efficient portfolio-designed to meet the Fund’s investment objectives. In order to assure the most
beneficial allocation of funds, the ‘Board shall, with the advice of SERS investment staff,
consultants and investment advisors, adopt an Annual Strategic Investment Plan that will be revised
and updated yearly. This plan will set forth the target asset allocation and investment design for
each sector of the Fund and identify work initiatives to be pursued over the near term. Furthermore,
each investment advisor. shall abide by specific investment guidelines that will be consistent with
this Pol1cy and the Annual Strategic Investment Plan so as to better ensure that the Fund’s broad

Commonwealth of Pennsylvania State Employees’ Retirement System ) » .
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, . investment objectives will be met. The advisors’ specific investment guldehnes may be amended
{ B from time to time by mutual written consent of the staff and the advisor.

The Annual Strategic Investment Plan shall serve as the controlhng guide in the allocation of funds

" to various types of investments to provide appropriate diversification of the Fund’s assets over the.
investment horizon. Dlver51ﬁcat10n is the Board’s most important risk management tool. No asset
class performs well in all time periods, and different asset classes react differently during the
various stages of economic- cycles. Economic cycles can generally be categorized as rising or
falling growth and rising or falling inflation. Many factors affect global economic:cycles (e.g.,
fiscal, political, environmental, supplies of labor and materials) and they are often unpredictable.
As a result; a well diversified investment portfolio is the best tool to achieve long-term target
investment returns. = If at any time the economic, fiscal, or investment environment should change
significantly during the investment horizon, it shall be the duty of the staff, investment advisors,
and consultants to so inform the Board and, if warranted, recommend modifications to the Annual
Strateglc Plan or adjustment to the allocat1on of 1nvestment assets.

) R In the application and 1mplementat10n of thls Pohcy and the Annual Strateglc Investmerit Plan the
' Chief Investment Officer has the authority to interpret the investment strategy statements to meet
individual portfolio needs and to determine the appropriateness of any investment. On material
policy issues and dollar amounts, the Chief Investment Officer, in ‘consultation with the Board
Chairman, will evaluate and determine the appropriateness of any investment. All interpretations. of
material policy issues and dollar amounts w111 be reported at the next regularly scheduled Board
meetlng

The Advisor’s Investment Strategy Statements, the Derivatives Policy Statement, the Real Estate
Statement of Investment Policy and the Alternative Investments Statement of Investment Policy
compliment this Policy covering these strategies and asset classes. See §XIII hereof for a list of
documents incorporated by reference into this Policy. o '

.. Commonwealth of Pennsylvania State Employees’ Retirement System : . : o
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VIL

VIIL

IX.

Prohibited ’.I‘ransactions

Investment adv1sors are proh1b1ted from entermg into any transactrons on behalf of the Fund that
are not expressly. authorized by this Policy or by specific investment advisor guidelines. All
advisors and consultants shall disclose any and all economic positions that may conflict with SERS’
investment objectives and guidelines. Transactions not expressly authorized by this Pol1cy shall be

' subject to Sect1on VI paragraph 3 of this Pol1cy

Investment Adv1sor‘ Evaluations -

The Board endeavors not to make adverse retention decisions about investment advisors based upon

performance absent at least three years: of performance data, recogn1z1ng that investment strategies -

are best assessed over full market cycles

The Board’s time hOI‘lZOIl to review performance trends shall normally be over full market cycles '

although the trend in investment experience over other time periods may be judged important. ‘Any

extreme or unusual events or trends will be considered when evaluating intermediate and short—-

term investment results. Public Markets Advisor Retention Guidelines have been developed in

order to assist staff in applying consistent criteria to evaluate investment adv1sors and are related to

this Policy.

Notw1thstanding the above, the staff will review advisor performance, portfolio positioning, and
transactions at least annually. " - :

Corporate Governance Standards

Good corporate governance promotes responsible business practices that serve as an integral
component to a corporation’s long-term value creation process and are an 1ndrspensable element of
an effectwe corporate risk management program

SERS is committed to improve corporate governance practices of the companies within the SERS"
portfolio. SERS’ involvement includes: the development and annual updating of the Board

approved proxy-voting policy, voting proxies, active participation.in groups working to improve
and enhance corporate governance practices and ad hoc responses to important issues that affect the
value of the portfolio, such as letters responding to regulatory and legislative proposals.

Annually, the proposed updates to the proxy voting pol1c1es shall be prepared by the Investment

Office and submitted to the Board for approval. In the annual update of the policies, the Investment
Office shall seek to develop best practices. Best practices shall be developed through relationships
with groups working to improve and enhance corporate governance practices and input that focuses
on improving corporate governance practices from other prominent plan sponsors.

In addition, SERS monitors and, where appropriate, incorporates. best corporate governance
practice recommendations from organizations into the proxy voting guidelines.-As good corporate

- governance practices are not static, ‘the annual proxy voting modifications attempt to reflect the

current trends in the marketplace

A. Proxy Voting Procedures

Commonwealth of Pennsylvania State Employees’ Retirement System
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Stock proxies are voted in accordance with the following procedures:

1. The custodian bank forwards to’ SERS’ proxy servicer or advisor proxy-statements for
securities that SERS owns, excludmg securities that are on loan or investments in the’
form of poo]ed funds and limited partnershrps :

2. SERS’ proxy servicer or advrsor will vote all prox1es in accordance with the Board’s »
.. proxy voting guidelines, except those where a specific concern has been raised by a -
Board Member advrsor consultant or staff member '

3. The proxy servicer or advisor may. also vote any proxy mvolvmg other issues
essentially the same as those on which the Board’s proxy Votmg guidelines are well
' deﬂned ’

4. 'With regard to proxres requ1r1ng “special attentron under the Board’s proxy voting
guidelines, as well as special issues not covered or anticipated by the proxy voting
guidelines, proxies and all pertinent reference material shall be sent to the Chief
Investment Officer; who will evaluate the issues with respect to the intent of the proxy
voting guidelines. On issues not covered by the proxy voting guidelines, controversial,
high—profile, and contested change of control issues, the Chief Investment Officer will
consult with the Board’s chairman to determine how such proxies will be voted. The -
Chief Investment Officer will. then d1rect the proxy servicer or advisor to Vote the
proxies accordmgly

5. The Chief Investment Officer shall regularly. report to the Board the types of special
issues_ that are being consrdered or that have been voted by the Chief Investment
Officer. -

6. The Chief Investment Officer shall cause to be maintained by SERS’ proxy servicer, or
advisor, a listing of proxy votes cast in a calendar year. This report, along with all
individual actions, shall be available for public inspection on SERS’ Internet web site.

B. Corporate Actions

The custodian bank has standing 1nstmct10ns to forward notices of all corporate actions

received, such as dividends, stock splits, mergers, acqulsltrons spin—offs or class action suits to

SERS or its mvestment adV1sors
X Trading and Brokerage Practices

The Board delegates the responsibility for the selection of brokerage firms to its investment
‘advisors, provided- that the investment advisors select and utilize brokers in accordance with

Section IV, D-2 (“best execution”) of this Policy. Notwithstanding this practice, the Board reserves -

the right to enter into a brokerage commission recapture programs, and to establish goals for
directed commissions. Provided that the advisors’ investment processes are not affected so-as to

adversely impact the Fund or place the Fund in a disadvantageous position relative to the advisors’
“other. accounts, advisors may be requested to direct a percentage of their brokerage activity on

_ behalf of SERS. The Board will select the brokerage firms that are designated to receive such
drrected commissions, and will communicate this mformat10n to the adv1sors

Y

v
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XI.

The Board also seeks to have advisors direct trades‘through minority owned firms and reserves the
right to establish proposed trading targets. However, the. responsibility for the selection and use of
minority brokerage firms is delegated to. t_he investment advisors. '

-

Frnally, al] things bemg equal the Board seeks to have 1nvestment advisors trade through"

_ Pennsylvanra-based brokers

Efforts to monrtor and control tradmg costs will be ongorng, and may include the perrodlc use of '
formal trading cost ana]yses :

Publlc Access to Records

Records of 1nvestment transactrons are maintained by the System at its office located at 30 North
Third Street, Harrisburg, PA 17101. Requests for public inspection or copies of documents that -
are a matter of public record will be honored in a manner consistent with the Pennsylvania Right-
to-Know Law (RTKL), 65 P.S. §§ 101 - 3104, and SERS’ Right-To-Know Law Policy regarding
the dissemination of public information. Inquiries should be directed to SERS’ Right-to-Know
Law Open- Records Ofﬁcer This Rrght-to -Know Law Policy is 1ncorporated by reference into
this Pohcy

XII Procedures for Amendmg this Pollcy Statement

This Pohcy may be amended from time to trme by a majorlty Vote of the Board

Commonwealth of Pennsylvania State Employees’ Retirement System
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XIII Separate Documents Related to thrs Pollcy Statement

The following documents are 1ncorporated by reference 1nto thrs Pohcy and as such are consrdered part of’
this Pollcy as though they were presented in entrrety w1th1n thls Pohcy ; :

1. SERS Annual Strategic Investment Plan
(adopted annually by the Board) *

"~ 2.. " Public Markets Investment Advisor Investment Strategy Statements ‘
(negotrated as part of the contractmg process after Board appomtment)

. 3.+ . Real Estate Investment Polrcy Statement
’ (adopted by the Board) '

4, Alternatrve Investments Pohcy Statemerit -
‘ (adopted by the Board) y

5. Proxy Votrng Gurdelmes v
(adopted annually-by the Board)

" 6. Public Markets Advisor RetentionGuidelines
(reviewed by Board) '

7. Right-To-Know LawPolicy-
(adopted by the Board)

8. Derivatives Investment Policy Statement
- (reviewed by Board)

9. Portfolio Rebalancing Policy
(reviewed by Board)

10. Advisor, Asset Class and Fund Benchmarks as reported in the Quarterly Performance Report
(reviewed by Board) :

11. SERS Investment P_ohcles and Procedures
(approved by Chief Investment Officer)

12, SERS Securities L.itigation Policy
- (adopted by Board)

- 13. SERS Securmes Lendmg Pohcy
(reviewed by Board) - ’

Commonwealth of Pennsylvania State Employees’ Retirement System - v : o S o
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. XIV ‘Glossary of Terms

- Asset Allocatlon — investment ch01ce made among broad asset classes such-as equ1t1es fixed i 1ncome
: securitles real estate etc.

Brokerage Commission - payment for administrative costs of trading securitieS' the cost for execution.

Brokerage Commisswn Recapture - reimbursement to the Fund for a portlon of the fee paid toa broker
for executmg atrade. o

Corporate Governance — the procedures by which a_corporation conducts its affairs.
Corpus —speciﬁcally, the investment portfolio of SERS.

' Flduc1ary one who can exercise discretlonary authority or can control or 1nﬂuence important aspects of
- a pen51on plan’s management. :

Fixed Income Investment — a security issued'by a borrower that obligates the issuer to make spe01ﬁed
: payments to a holder over a spemﬁc period May also be referred to as “debt” or “bonds”.

' ’Net Total Return ‘interest or d1V1dend income plus any realized or unrealized capital gain (or loss) on.
an investment, net of any capital contributions or distributions from the corpus. :

Proxy — an instrument empoWering' an agent to vote for a shareholder.

Qualitative Overs1ght analysis that evaluates important factors that cannot bé precisely measured, e.g.,
experience, cahber of management, investment philosophy and strategy

Quantitatlve Oversnght - ana1y51s deahng with measurable factors, such as value of securities the cost
of capital, historical and projected patterns of sales, costs, profitability, returns, I‘lSk Used in tandem with
qualitative over51ght to arrive at sound ‘business and financial judgments.

Risk ~ the uncertainty of outcome or the hkehhood of not meeting an objectiVel.

Short-Term Investment — any fixed income investment with less than one year to maturity.

* Tracking Error — the annual standard deviation of an advisor’s performance results from the advisor’s
benchmark. :

Commonwealth of Pennsylvania State. Employees’ Retirement System - . :
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APPENDIX |

Title 71, Pennsylvania Consolidated Statutes, Section 5931, specifies the investment authority of the State
Employees’ Retirement Board. The relevant investment sections of this legislation are reproduced here and
incorporated into the Statement of Investment Policy as Appendix I. In the event of changes in the statutes,
the amended statutes shall control.

Section 5931. Management of fund and accounts

@) Control and management of fund. — The members of the board shall be the trustees of the
fund. Regardless of any other provision of law governing the investments of funds under
the control of an administrative board of the State government, the trustees shall have
exclusive control and management of the said fund and full power to invest the same in
accordance with the provisions of this section, subject, however, to the exercise of that
degree of judgment, skill and care under the circumstances then prevailing which persons
of prudence, discretion and intelligence, who are familiar with such matters, exercise in
the management of their own affairs not in regard to speculation, but in regard to the
permanent disposition of the funds, considering the probable income to be derived
therefrom as well as the probable safety of their capital. The trustees shall have the
power to hold, purchase, sell, lend, assign, transfer or dispose of any of the securities and
investments in which any of the moneys in the fund shall have been invested as well as of
the proceeds of said investments, including any directed commissions which have
accrued to the benefit of the fund as a consequence of the investments, and of any
moneys belonging to said fund, subject in every case to meeting the standard of prudence
set forth in this subsection.

(b) Crediting of interest. — The board, annually, shall allow the required interest on the mean
amount for the proceeding year to the credit of each of the accounts. The amount so
allowed shall be credited thereto by the board and transferred from the interest reserve
account.

(c) Custodian of fund. — The State Treasurer shall be the custodian of the fund.

() Payments from fund. — All payments from the fund shall be made by the State Treasurer
in accordance with requisitions signed by the secretary of the board, or his designee, and
ratified by resolution of the board.

(e) Fiduciary status of board. — The members of the board, employees of the board and
agents thereof shall stand in a fiduciary relationship to the members of the system
regarding the investments and disbursements of any of the moneys of the fund and shall
not profit either directly or indirectly with respect thereto. The board may, when possible
and consistent with its fiduciary duties imposed by this subsection or other law, including
its obligation to invest and manage the fund for the exclusive benefit of the members of
the system, consider whether an investment in any project or business enhances and
promotes the general welfare of this Commonwealth and its citizens, including, but not
limited to, investments that increase and enhance the employment of Commonwealth
residents, encourage the construction and retention of adequate housing and stimulate
further investment and economic activity in this Commonwealth. The board shall,
through the Governor, submit to the General Assembly annually, at the same time the



()

(9)

(h)

(i)

1)

board submits its budget covering administrative expenses, a report identifying the nature
and amount of all existing investments made pursuant to this subsection.

Name for transacting business. — By the name of “The State Employees’ Retirement
System” or “The State Employes’ Retirement System” all of the business of the system
shall be transacted, its fund invested, all requisitions for money drawn and payments
made, and all of its cash and securities and other property shall be held, except that, any
other law to the contrary notwithstanding, the board may establish a nominee registration
procedure for the purpose of registering securities in order to facilitate the purchase, sale
or other disposition of securities pursuant to the provisions of this law.

Deposits in banks and trust companies. — For the purpose of meeting disbursements for
annuities and other payments in excess of the receipts, there shall be kept available by the
State Treasurer an amount, not exceeding 10% of the total amount in the fund, on deposit
in any bank or banks in this Commonwealth organized under the laws thereof or under
the laws of the United States or with any trust company or companies incorporated by
any law of this Commonwealth, provided any of such banks or trust companies shall
furnish adequate security for said deposit, and provided that the sum so deposited in any
one bank or trust company shall not exceed 25% of the paid-up capital and surplus of
said bank or trust company.

Venture capital, private placement and alternative investments. — The board in its prudent
discretion may make any venture capital investment, private placement investment or
other alternative investment of any kind, structure or manner which meets the standard of
prudence set forth in subsection (a).

Vehicles for authorized investments. — The board in its prudent discretion may make any
investments which meet the standard of prudence set forth in subsection (a) by acquiring
any type of interest in a business organization existing under the laws of any jurisdiction,
provided that, in any such case, the liability of the State Employees’ Retirement Fund
shall be limited to the amount of its investment.

Legislative declaration concerning certain authorized investments. — The General
Assembly finds and declares that authorized investments of the fund made by or on
behalf of the board under this section whereby the board becomes a joint owner or
stockholder in any company, corporation association or other lawful business
organization are outside the scope of the original intent of and therefore do not violate the
prohibition set forth in section 8 of Article VIII of the Constitution of Pennsylvania.
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COMMONWEALTH CONTRACT PROVISIONS

| TERM OF CONTRACT

The term of the Contract shall commence on the Effective Date (as defined below) and shall end on the Expiration Date
identified in the Contract, subject to the other prov1srons of the Cortract. : -

" The Effectwe Date shall be ﬂxed by the Contractmg Officer after the Contract has been fully executed by the Contractor and
by the Commonwealth and all approvals required by Commonwealth contracting procedures have been obtained. The
Contract shall not be a legally binding contract unt1l after the Effective Date is affixed and the fully executed Contract has been
sent to the Contractor.

The Commonwealth reserves the right, upon notice to the Contractor, to extend the term of the Contract for up to threé (3)
months upon the same terms and conditions. This will be utilized to prevent a lapse in Contract coverage and only for the time
necessary, up to three (3) months, to enter into a iew contract. -

Il. ~ CONTRACTOR INTEGRITY PROVISlONS (August 2010)

It is essential that those who seek to contract with the Commonwealth of Pennsylvania (“Commonwealth”) observe high
. standards of honesty and integrity. They must conduct themselves in a manner that fosters public conﬁdence in the integrity of
.~ the Commonwealth procurement process. :

‘In furtherance of this policy, Contractor agrees to the following: . S

1. Contractor shall maintain the highest standards of honesty ‘and integrity during the performance of this
contract and shall take no-action.in violation of state or federal laws or regulations or any other applicable laws or
‘regulations, or other requirements applicable to Contractor or that govern contracting with the Commonwealth.

2. Contractor shall establish and implement a written business integrity policy, which includes, at a minimum,
the requirements of these provisions as they relate to Contractor employee “activity with the Commonwealth and
Commonwealth employees, and which is distributed and made known to all Contractor employees.

3. Contractor, its. affiliates, agents and employees shall not .influence, or attempt to 1nﬂuence any
Commonwealth employee to breach the standards of ethical conduct for Commonwealth employees set forth in the
Public Official and Employees Ethics Act, 65 Pa.C.S. §§1101 et seq.; the State Adverse Interest Act, 71 P.S. §776.1 et
Seq.; and the Governor’s Code of Conduct, Executive Order 1980-18, 4 Pa Code $§7.151 et seq., or to breach any
other state or federal law or regu]at1on

4. Contractor, its affiliates, agents and employees shall not offer, Igive or agree oOr promlse to give any gratuity
to a Commonwealth official or employee or to any other person at the d1rect10n or request of any Commonwealth
official or employee. :

5.  Contractor, its affiliates, agents and employees shall not offer, give, or agree or promise to give any gratuity
to. a Commonwealth official or employee or to any other person, the acceptance of which would.violate the
Governor's Code of Conduct, - Executive Order '1980- .18, 4 Pa. Code §7.15] et seq. or any statute, regulat1on
statement of policy, management drrectrve or any other pubhshed standard of the Commonwealth.

" 6. Contractor, its affiliates, agents and employees shall not, d1rectly or indirectly, offer, confer or agree to
confer any pecuniary benefit on anyone as consideration for the decision, opinion, recommendation, vote, other
exercise of discretion, or violation of a known legal duty by any:Commonwealth official or employee.
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7. -Contractor, its affiliates, agents, employees, or anyone in privity with him or her shall not accept or agree to
-aceept from any person, any graturty in connection w1th the performance of work under the contract, except as
provided in the contract. :

8. Contractor shall . not have a financial 1nterest in any other contractor, subcontractor, or supplier providing
services, labor, or material on this project, unless the financial interest is disclosed to the Commonwealth in writing
and the Commonwealth consents to Contractor’s financial interest prior to Commonwealth execution of the contract.
Contractor shall disclose the. financial interest to the Commonwealth at the time of bid or proposal submission, or if
no bids or proposals are solicited, no later than Contractor’s sibmission of the contract signed by Contractor. ’

9. Contractor, its affiliates, agents and employees shall not disclose to others any information, documents,

reports, data, or records provided.to, or prepared by, Contractor under this contract without the prior written approval

of the Commonwealth, except as required by the Pennsylvania Right-to-Know Law,65 P.S. §§ 67.101-3104, or other

applicable law or as otherwise provided in this contract. Any information, documents, reports, data, or records

secured by Contractor from the Commonwealth or a third party in connection ‘with the performance of this contract
* shall be kept confidential unless disclosure of such information is: : .

. ' a.  Approved in writing by the Commonwealth prior to its disclosure; or

b. D1rected by a court or other tribunal of competent _]lll‘lSdlCtlon unless the contract requires prior
Commonwealth approval; or

c. Requrred for complrance wrth federal or state securities laws or. the requirements of natlonal securities
exchanges or

d. Necessary for purposes of Contractor’s internal assessment and review; or

e. Deemed necessary by Contractor in any action to erforce the provisions of thls contract or to defend or
prosecute claims by or against partres other than the Commonwealth or

f. Permitted by the valid authorization of a third party to whom the 1nformat10n documents, reports, data, or
records pertain; or .

g. Otherwise required by law.
10. Contractor certifies that neither it nor any of its ofﬁcers, directors, associates, pértn'ers, limited part'ners or
individual owners has not been officially notified of, charged with, or convicted of any of the following and agrees to
immediately notify the Commonwealth agency contracting officer in writing if and when it or any officer, director,
associate, partner, limited partner or individual owner has been officially notified of, charged with, convicted of, or

officially notlﬁed of a governmental determination of any of the following:

a. Commission of embezzlement, theft, forgery, brlbery, falsification or destruction of records, making false
statements or recelvmg stolen property. -

b. Commission of fraud or a criminal offense or other 1mproper conduct or knowledge of, approval of or
acquiescence in such activities by Contractor or any affiliate, officer, director, associate, partner, limited partner,
individual owner, or employee or other individual or entity associated with:

(1) obtaining; \

(2) attempting to obtain; or

(3) performing a public contract or subcontract.
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Contractor’s acceptance of the benefits derived from the conduct shall be deemed evrdence of such knowledge,
approval or acqurescence :

¢. Violation of federal or state antitrust statutes.
" d. Violation of any federal or state law regulatrng campaign contrlbutlons
e Vro]atlon of any federal or state env1ronmental law

f. Violation of any federal or state law regulating hours of labor mlnrmum wage standards or prevalllng wage
standards; discrimination in | wages; or ch11d labor violations.

. Vro]atron of the Act of June 2, 1915 (P L 736, No. 338) known as the Workers’ Compensatzon Act, TTPS. 1
et seq.

“h. Violation of any federal or state law prohibiting discrimination in employment.
i. Debarment by any agency or department of the federal government or by any other state.
j. Any other crime involving moral turpitude or business honesty or integrity'. '

Contractor acknowledges that the Commonwealth may, in its sole discretion, terminate the contract for cause
upon such notification or when the Commonwealth otherwise learns that Contractor has been ofﬁcrally notified,
charged, or convicted.

11. If this contract was awarded to Contractor on a non-bid basis, Contractor must, (as required by Section 1641
of the Pennsylvania Election Code) file a report of political contributions with the Secretary of the Commonwealth on
or before February 15 of the next calendar year.. The report must include an itemized list of all political contributions
known to Contractor by virtue of the knowledge possessed by every officer, director, associate, partner, limited
partner, or individual owner that has béen made by: .

a. Any officer, director, associate, partner, limited partner, individual owner or members- of the immediate
family when the contributions exceed an aggregate of one thousand dollars ($1, 000) by any individual durmg the
preceding year; or :

b. Any employee or members of hrs immediate family whose political contrlbutron exceeded one thousand
dollars ($1,000) during the preceding year.

To obtain a copy of the reporting form, Contractor shall contact the Bureau of Commissions, Elections and
Legislation, Division of Campaign Finance and Lobbymg Disclosure, Room 210, North Office Building,
Harrisburg, PA 17120. . .

12. - Contractor shall comply with requirements of the Lobbying Disclosure Act, 65 Pa.C.S. § 13401 et seq., and
the regulations promulgated pursuant to that law. Contractor émployee activities prior to or outside of formal
Commonwealth procurement communication protocol are considered lobbying and subjects the Contractor employees
to the registration and reporting requirements of the law. Actions by outside lobbyists on Contractor’s behalf no -
matter the procurement stage, are not exempt and must be reported.

13... When Contractor has reason to believe that any breach of ‘ethical standards as set forth in law, the
Governor’s Code of Conduct, or in these provisions has occurred or may occur, including but not limited to contact -
by a Commonwealth officer or employee which, if acted upon, would violate such ethical standards, Contractor shall
immediately notify the Commonwealth contracting officer or Commonwealth Inspector General in writing.”

14, Contractor, by submission of its bid or proposal and/or execution of this contract and by the submission of
any bills, invoices or requests for payment pursuant to the contract, certlﬁes and represents that it has not violated any -
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of these contractor integrity provisions in connection with the submission of the bid or proposal, during any contract
negotiations or during the term of the contract.

15. - Contractor shall cooperate with the Office ‘of Inspector General in its investigation of any alleged
Commonwealth employee. breach of ethical standards -and any alleged Contractor non-compliance with these
provisions. Contractor agrees to make identified Contractor employees available for interviews at reasonable times
and places. Contractor, upon the inquiry or request of the Office of Inspector General, shall provide, or if
appropriate, make promptly available for inspection or copying, any information of any type or form deemed relevant
by the Inspector General to Contractor’s integrity and compliance’ with these provisions. Such information may
include, but shall not be limited to, Contractor’s business or financial records documents or files of any type or form
 that refers to or concern th1s contract.

16. For violation of any of these Contractor Integrity Provisions, the Commonwealth may terminate this and any
other contract with Contractor, claim liquidated damages in an amount equal to-the value of anything received in
breach of these provisions, claim damages for all additional costs and- expenses incurred. in obtaining another
contractor to complete performance under this contract, and debar and suspend Contractor from doing business with
the Commonwealth. ‘These rights and remedies are cumulative, and the use or non-use of any one shall not preclude
the use of all or any other. These rights and remed1es are in add1t1on to those the Commonwealth may have under
law, statute, regulation, or otherwrse .

17. For purposes of these Contractor Integrity Provisions, the following terms shall have the meanings found in
this Paragraph. 17. '

a.  “Confidential information” means information that a) is not already in the public domain; b) is not available
to the public upon request; c) is not or does not become generally known to Contractor from a third party without
an obligation to maintain its confidentiality; d) has not become generally known to the public through a act or
omission of Contractor; or ) has not been independently developed by Contractor without the use of confidential
information of the Commonwealth.

b. “Consent” means written permission signed by a duly authorized officer or employee of the Commonwealth,
provided that where the material facts have been disclosed, in writing, by pre-qualification, bid, proposal, or
contractual terms, the Commonwealth shall be deemed to have consented by virtue of execution of this contract.’
¢. “Contractor” means the individual or entity that has entered into this contract with the Commonwealth,
including those directors, officers, partners, managers, and owners havmg more than a five percent interest in -
. Contractor. :
_d. “Financial interest” means:

(1) Ownership of more than a five per,een’_t interest in any buSiness; or

- (2) Holding a position as an officer, director, trustee, partner employee or holding
any position of management.

e. “Gratuity” means tendering, giving or providing anything of more than nominal monetary value including,
but not limited to, cash, travel, entertainment, gifts, meals, lodging, loans, subscriptions, advances, deposits of
money, services, employmert, or contracts of any kind. The exceptions set forth in the Governor’s Code of
Conduct, Executive Order 1980-18, the 4 Pa. Code §7.153(b), shall apply.

f.  “Immediate family” means a spouse and any unemancipated child.

g. “Non-bid basis” means a contract awarded or executed by the Commonwealth w1th Contractor without
seeking bids or proposals from any other potential bidder or offeror. :
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h. “Political contribution” means any payment, gift, subscription, assessment, contract, payment for services,
"dues, loan, forbearance, advance or deposit of money or any valuable thing, to a candidate for public office or to
a political committee, including but not limited to a political action committee, made for- the purpose of
influencing any election in the Commonwealth of Pennsylvania or for paymg debts incurred by or for a candidate
or commrttee before or.after any election. :

L. NONDISCRIMINATION/SEXUAL HARASSMENT CLAUSE (August 2010)
The contractor agrees:

1. In the hiring of any employee(s) for the manufacture of supplies, performance of work, or any other activity required
under the contract or any subcontract, the Contractor, each subcontractor, or any person acting on behalf of the Contractor or
subcontractor shall not, by reason of gender, race, creed, or color discriminate against any citizen of this Commonwealth who
is qualified and available to pérform the work to which the employment relates.

2. Neither the Contractor nor any subcontractor nor any person on their behalf shall in any manner discriminate against or
intimidate any employee involved in the manufacture of supplies, the performance of work, or any other act1v1ty requrred
: under the contract on account of gender, race, creed, or color.

3.  The Contractor and each subcontractor shall establrsh and mamtam a written sexual harassment pollcy and shall inform
their employees of the policy. The policy must contain a notice that sexual harassment will not be tolerated and employees
who practice it will be disciplined.

4. The Contractor and each subcontractor shall not discriminate by reason of gender, race, creed, or color against any
subcontractor or supplier who is qualified to perform the work to whlch the contract relates.

5. The Contractor and each subcontractor shall, within the time periods requested by the Commonwealth, furnish all
necessary employment documents and records and permit access to their books, records, and accounts by the contracting
agency and the Bureau of Minority and Women Business Opportunities (BMWBO), for purpose of ascertaining compliance
with provisions of this Nondiscrimination/Sexual Harassment Clause. Within fifteen (15) days after award of any contract, the
Contractor shall be required to complete, sign and submit Form-STD-21, the “Initial Contract Compliance Data” form. If the
contract is a construction contract, thén the Contractor shall be required to complete, sign and submit Form STD-28, the
“Monthly Contract Compliance Report of Construction Contractors”, each month no later than the 15" of the month following
the reporting period beginning with the initial job conference and continuing through the completion of the project. Those
contractors who have fewer than five employees or whose employees are all from the same family or who have completed the
Form STD-21 within the past 12 months may, within the 15 days, request an exemption from the Form STD-21 submission
requirement from the contracting agency. ‘ e :

6.  The Contractor shall include the provisions of this Nondiscrimination/Sexual Harassment Clause i in every subcontract so
- that those provisions applicable to subcontractors will be binding upon each subcontractor.

7.  The Commonwealth may cancel or terminate the contract and all money due or to become due under the contract may be
forfeited for a violation of the terms and conditions of this Nondiscrimination/Sexual Harassment Clause. ‘In addition, the
agency may proceed with debarment or suspension and may place the Contractor in the Contractor Responsibility File.

Iv. CONTRACTOR RESPONSIBILITY PROVISIONS (October 2006)

a. The Contractor certifies, for itself and all its subcontractors, that as of the date of 1ts execution of this Bid/Contract, that
neither the Contractor, nor any subcontractors, nor any suppliers are under suspension or debarment by the
Commonwealth or any governmental entity, instrumentality, or authority and, if the Contractor cannot so certrfy then it
agrees to submit, along with its Bid, a written explanatlon of why such certification cannot be made. :

b. The Contractor also certifies, that as of the date of its executlon of this Bld/Contract it has no tax liabilities or other _

Commonwealth obligations.

~
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¢. 'The Contractor’s obligations pursuant to these provisions are ongoing from and after the effective date of the contract .
through the termination date thereof. Accordingly, the Contractor shall have an obligation to inform the Commonwealth .
if, at any time during the term of the Contract, it becomes delinquent in the payment of taxes, or other Commonwealth
obligations, or if it or any of its subcontractors are suspended or debarred by the Commonwealth, the federal government,
or any other state or governmental entity. Such notification shall be made w1th1n 15 days of the date of suspensron or
debarment.

d. The failure of the Contrac:tor.to: notify the Commonwealth of its suspension or debarment by the Commonwealth, any
other state, or the federal govefnment shall constitute an event of default of the Contract with the Commonwealth.

e’ The Contractor agrees to rermburse the Commonwealth for the reasonable costs of mvestrganon 1ncurred by the Office of
State Inspector General for investigations of the Contractor’s-compliance with the terms of this or any other agreement
between the Contractor and the Commonwealth, which results in the suspension or debarment of the Contractor. Such
-costs shall include, but shall not be limited to, salaries of investigators, including overtime; travel and lodging expenses;:
and expert witness and documentary fees. The Contractor shall not be responsrble for investigative costs for
1nvestrgatrons that do not result in the Contractor’s suspension or debarment. :

. 1. The Contractor may obtam a current list of suspended and debarred Commonwealth contractors by either searchmg the

internet at http://www. dgs state.pa.us/ or contacting the:

Department of General Services

Office of Chief Counsel

603 North Office Building

Harrisburg , PA 17125 : . v . : :

Telephone No. (717) 783-6472 ' _ » ‘ : v
FAX No. (717) 787-9138 ‘ ‘ S

V.. ASSIGNMENT OF ANTITRUST CLAIMS (October 2006)

The. Contractor and the Commonwealth recognize that in actual economic practice, overcharges by Contractor’s suppliers
resulting from violations of state or federal antitrust laws are in fact borne by the Commonwealth. As part of the consideration
for the award of the Contract, and intending to be legally bound, Contractor assigns to the Commonwealth all right, title and
interest in and to any claims the -Contractor now-has, or may acquire, under state or federal antitrust laws relating to the
products or services wh1ch are the subject of this Contract.

V1. ~ OFFSET PROVISION (October 2006)
The Contractor agrees that the Commonwealth may set off the amount of any'state tax liability or other obligation of the

Contractor or its subsidiaries to the Commonwealth agamst any payments due the Contractor under any contract with the
Commonwealth.

VIIL. CERTIFICATION OF TAXPAYER IDENTIFICATION NIJMBER

Execution of this Contract constitutes certification by the Contractor that:

A. The number appearing on the Contract is the Contractor’s correct taxpayer identification number (if no number is present,
Contractor is waiting for a number to be 1ssued) and,

B. Contractor is not subject to. backup withholding because: (1) Contractor is exempt from backup w1thhold1ng, or (ii) ‘

* Contractor has not been notified by the 1.R.S. that it is subject to backup withholding as result of a failure to report all interest

or drv1dends, or (iii) the L.R.S. has notified Contractor that 1t is no longer subject to backup withholding.

VIIl. THE AMERICANS WITH DISABILITIES ACT (October 2006)
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a. Pursuant to federal regulations promulgated under the authority of The Americans With Disabilities Act, 28 C.F.R.
Section 35.101 et seq., the Contractor understands and agrees that it-shall not cause any. individual with a disability to be
excluded from participation in this Contract or from activities provided for under this Contract on the basis of the disability.
As a condition- of accepting this ‘contract, the -Contractor agrees to comply with the “General Prohibitions Against
Discrimination”, 28 C.F.R. §35.130, and-all other regulations promulgated under Title I of The Americans With Disabilities
Act which ‘are. applicable to all benefits, services, programs, and act1v1t1es provided by the Commonwealth of Pennsylvama
through contracts’ with outside contractors.

b. The Contractor shall be responsrble for and agrees to indemnify and hold harmless the Commonwealth of Pennsylvania
from all losses, damages, expenses, claims, demands, suits and actions brought by any party against the Commonwealth of .
Pennsylvania as a result of the Contractor’s failure to comply with the provisions of Subparagraph a.above.

IX DISADVANTAGED BUSINESS INFORMATION (March 2010)

The Issuing Ofﬁce encourages part1c1patron by small d1sadvantaged businesses as prlme contractors _]omt ventures and
subcontractors/supphers and by soc1ally drsadvantaged businesses as prime contractors.

Small Disadvantaged Busmesses are small businesses that are owned or controlled by a majorrty of persons, not limited to
members of minority groups, who have been deprived of the opportunity to develop and maintain a competitive position in the
economy because of social disadvantages. The term includes:

a. Depa_rtment of General Services Bureau of Minority and Women Business Opportunities (BMWBO)-certiﬁed'minority
business enterprises (MBEs) and women business enterprises (WBEs) that qualify as small businesses; and

b. United States Small Business Administration certified 8(a) small disadvahtaged business concerns.

¢. Businesses that BMWBO determines meet the Small Business Administration criteria for des1gnat1on as a small
dlsadvantaged business. . o

Small businesses are businesses in the United States that are independently owned, are not dominant in their field of operation,
employ no more than 100 full-time or full-time equivalent employees, and earn less than $20 million in gross annual revenues
($25 million in gross annual revenues for those businesses in the information technology sales or service business).

Socially disadvantaged businesses are businesses in the United States that BMWBO determines are owned or controlled by a
majority of persons, not limited to members of minority groups, who are subject to racial or ethnic prejudice or cultural bias,
but which do not qualify as small businesses. In order for a business to qualify as “socially disadvantaged”, the offeror must
include in its proposal clear and convincing evidence to establish that the business has personally suffered racial or ethnic
prejudice or cultural bias stemming from the business person’s color, ethnic origin or gender. _

Questions regarding this Program can be directed to:

Department of General Services

Bureau of Minority and Women Business Opportun1t1es
~ Room 611, North Office Building

Harrisburg, PA 17125

Phone: (717) 783-3119

Fax: (717) 787-7052

Email: gs-bmwbo@state.pa.us’

- Website: www.dgs.state.pa.us

A database of BMWBO-certified minority- and  women-owned businesses can  be accessed  at
http://www.dgsweb.state.pa.us/mbewbe/VendorSearch.aspx. The federal vendor database can be accessed at
http://www.cer.gov by clicking on Dynamic Small Business Search (certified companies are so indicated).

X. INFéRMATIQN CONCERNING SMALL 'BUSINESSES_ IN ENTERPRISE ZONES (Mareh 2010)
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The Issuing Office encourages participation by small businesses, whose primary ot headquarters facility is physically located
in areas the Commonwealth has ‘identified as Designated Enterpr:se Zones, as prlme contractors joint ventures and
subcontractors/suppllers ' S - N » ‘

‘The definition of headquarters includes, but is not limited to, an office or location that is the administrative center of a business

or enterprise where most of the important functions of the business are conducted or concentrated and location where
employees are conducting the business of the company on a regular and routine basis so as to contribute to the economic
development of the geographical area in which the office or business is geographically located.

Small businesses are businesses in the United States that are independently owned, are not dominant in their field of operation, -
employ no more than 100 full-time or full-time equivalent employees, and earn less than $20 million 'in gross annual revenues
($25 million in gross annual revenues for those businesses in the information technology sales or service busin’ess).

Lo

There is no database or dlrectory of small businesses located in Desxgnated Enterprlse Zones Informatlon on the locatlon of -

Designated Enterprlse Zones can be obtained by contactmg

Aldona M. Kartorie
Center for Community Building
PA Department of Community and Economic Development
4th Floor, Commonwealth Keystone Building

" 400 North Street ’
Harrisburg, PA 17120-0225
Phone: (717) 720-7409

" Fax: (717) 787-4088

Email: akartorie@state.pa.us

XI. . RECYCLED CONTENT PRODUCTS PROVISION
The Commonwealth of Pennsylvania State Employees’ Retirement System has determined that the recycled content products

provision is not applicable to this Contract for the type of service being provided by this Contractor. This determination was
based on the fact that no material type products included on the Department of General Services “List of Products and

’Procurement Guidelines™ are bemg requested under this Contract.

XII. HOLD HARMLESS PROVISION (November 30, V2v006)

The Contractor shall hold the Commonwealth harmless from and 1ndemn1fy the Commonwealth agamst any and all third party
claims, demands and actions based .upon or arising out of any activities performed by the Contractor and its employees and
agents under this Contract, provided the Commonwealth gives Contractor prompt notice of any such claim of which it learns.
Pursuant to the Commonwealth Attorneys Act (71 P.S. Section 732-101, et seq.), the Office of Attorney General (OAG) has
the sole authority to represent the Commonwealth in actions brought against the Commonwealth. The OAG may, however, in
its sole discretion and under such terms as it deems appropriate, delegate its right of defense. If OAG delegates the defense to
the Contractor, the Commonwealth will cooperate with all reasonable requests of Contractor made in the defense of such suits.
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