Agenda
Investment Committee
September 26, 2007
Level 2, Room2
12:00 pm —2:00 pm

Call to Order
Bob Smith, Committee Chair

Roll Call
Tom Woodruff, Scribe

Approve Minutes of the August 24, 2007 M eeting
Bob Smith

New Business/Action Items

1. I nvestment Committee Charter
Alison Falls
2. I,nvestment Consultant
A Current Wilshire Associates Contract
Bruce Dunn

A Possible Request For Proposal issuance
Bob Smith and Alison Falls
possible vote to recommend approval to the Board of Directors

3. Custodial Structure - Passive Asset Management
A Commingled vs. Separate Account Analysis
Bob Smith
A Industry Best Practices
Mark Brubaker, Wilshire Associates

4, Investment Policy Recommendation:
A Proposed revision to Long Duration Fixed Income Benchmark
Bruce Dunn and Mark Brubaker
First consideration and possible Motion to amend Section V.A of
the BWC Investment Policy and Guidelines
A Implications of Recommendation on BWC Investment Policy and Guidelines
Bruce Dunn

5. Temporary Waiver — Appendix XV (Calendar of Reports) of BWC Investment
Policy and Guidelines
Bob Smith



Discussion Items

1. Annual Investment Consultant Asset/Liability Vauation Study — State Insurance
Fund
A Mark Brubaker and Mike Patal sky, Wilshire Associates

2. Portfolio Performance
A JPMorgan BWC Monthly — July and August 2007
Bruce Dunn
A JPMorgan Manager Monthly — July and August 2007
Bruce Dunn
3. ClO Report July and August 2007
Bruce Dunn

Adjourn

Next Meeting: October 25, 12:00 pm — 2:00 pm




Minutes of the
BWC Investment Committee Meeting

The initial meeting of the BWC Board of Directors Investment Committee was
conducted in the William Green Building, Room # 2, Level 2, 30 West Spring
Street, Columbus, OH 43215, on Friday August 24", 2007, at 8:00 AM. Minutes
recorded and prepared by BWC Litigation Manager Michael Travis, Esq.

Members Present;

Robert C. Smith, Chairman
Alison L. Falls, Vice Chair
David Lee Caldwell

James W. Harris

Larry Price

Others in Attendance:
Marsha Ryan, BWC Administrator

(Other various individuals, as listed below in the minutes, testified before the
Investment Committee)

The Investment Committee meeting was called to order by Robert C. Smith at
8:02 AM, on Friday August 24", 2007.

First order of business was to elect Committee officers. Committee member
Alison L. Falls nominated Robert C. Smith to be Investment Committee
Chairman, and this nomination was seconded by member David Lee Caldwell.
Mr. Smith’s nomination as Chairman was approved by a unanimous voice vote of
all Committee members.

Chairman Smith then nominated Alison L. Falls to be Vice Chair, with second by
Mr. Caldwell, and this nomination was approved by a unanimous voice vote of all
Committee members.

Chairman Smith then made introductory comments, reminding Committee
members that decision making on investment matters must be a team effort
between the BWC Board and the BWC Investment staff, with mutual deference
provided by both parties. Chairman Smith then provided three key thoughts: (1)
The focus should be on investments from an insurance mind-set, and not a
pension fund mind-set; (2) The Bureau of Workers’ Compensation is a public



entity, not private, and all decisions are subject to public review and scrutiny; (3)
The Investment Committee should be focusing on looking forward to present and
future investments policies, procedures and execution, not focusing on the
complicated and problematic investment vehicles of the past. Chairman Smith
then reminded everyone of the interdependence between the BWC Board, BWC
in-house investment staff and outside managers, analogizing that the in-house
staff is the base of the iceberg, but the BWC Investment Committee needs to
timely be kept aware of any major issues and concerns.

Each Investment Committee member then introduced themselves, and provided
a brief background summary:

Alison L. Falls - 30 years professional experience with Bank of America, and
several other financial institutions, specializing in fixed income investments. Vice
Chair Falls then pledged to help set the tone of openness in BWC investments
and the actions of the Investment Committee.

Larry Price - 15 years experience as an elected member of the Ohio Senate,
bringing the perspective experience as a public member, and also looking to
contributing his expertise to the group, and the BWC Board of Directors, as well.

James W. Harris - 37 years experience with General Motors and the United
Auto Workers, including extensive background in collective bargaining and
politics. Harris hopes to bring a labor / injured worker / lay person perspective to
the Investment Committee. Stated that he had no direct experience in high-
volume investments but would be a faithful attendee.

David Lee Caldwell - Lifetime steel worker, elected to a wide range of union
leadership positions, from 1976 to the present. Stated that he had no first-hand
experience with large-scale investments but would be an active participant in the
functions and duties of the Investment Committee.

Robert C. Smith - Native of Cadiz, Ohio, with a family background in the coal
industry; Chair of Ohio Northern University Board of Trustees; commented that
he brings a different perspective from his prior role on the Board of OPERS;
referenced lesson learned from a book entitled Wisdom of Crowds, specifically
that it is a misconception that the smartest people in a group should make all the
decisions, instead diversity of thought is the key to the best problem solving and
decision making.

At the request of Chairman Smith, role was taken, and all five members of the
Investment Committee were present.

Bruce Dunn, BWC Chief Investment Officer then introduced himself, listing 30
years of investment experience, including over 20 years at Washington National
Insurance and four years at the reinsurance affiliate of Great West Life; managed



portfolios of varying sizes and types of liabilities; has been CIO at BWC since
May, 2006. Mr. Dunn then introduced Lee Damsel, BWC Director of
Investments.

Mr. Dunn then indicated that Ms. Damsel joined BWC as Interim Chief
Investment Officer in April, 2005, and currently serves as BWC Director of
Investments. Prior public sector investment experience at Ohio State University
and Franklin County, Ohio focusing on fixed-income investments. Mr. Dunn
stated that Ms. Damsel had tremendous challenges in terminating all investment
managers and some BWC investment staff, and served BWC in an excellent
capacity, during this difficult period. A table of organization of the BWC
Investment Division was provided to all Investment Committee members.

Ms. Damsel then introduced the BWC in-house investment staff. Each
investment staff member in attendance briefly discussed their credentials and
professional experience:

Greg Stought - BWC Assistant Investment Manager

Doug Walouke - BWC Senior Investment Manager

Vyts Kulpa - BWC Investment Administration Manager

Vince Thomas — BWC Senior Investment Manager

Darnee Jalil - BWC Assistant Investment Manager

Roy Charles - BWC Assistant Investment Manager (absent)

Monica Dejarnett — BWC Investment Division Executive Secretary (absent)
Both Mr. Smith and Ms. Falls complimented the BWC investment staff on their
level of expertise and professional qualifications, and acknowledged the staff
members that had earned their Chartered Financial Analyst (CFA) designation.
Mr. Smith stated that this CFA designation is key to ensuring both technical
expertise and high ethical standards.

Mr. Dunn then introduced representatives from Wilshire Associates, Marc
Friedberg and Michael Patalsky. They briefly updated the Investment Committee
members on Wilshire’s role in evaluating, selecting and monitoring external
investment managers.

At the request of Chairman Smith, BWC Litigation Manager Michael Travis, Esq.,

provided to members of the Investment Committee a listing of their principal
duties, under the Ohio Revised Code, including:



(1) Develop investment policies for the administration of the investments at BWC;
(2) Submit investment policies to BWC Board for their approval,

(3) Monitor implementation of investment policies by the Administrator and Chief
Investment Officer;

(4) Recommend outside investment counsel with whom the BWC Board of
Directors may contract, to assist the BWC Investment Committee in fulfilling its
duties;

(5) Review performance of Chief Investment Officer and any investment
consultants retained by the Administrator, to ensure compliance with investment
policy and achievement of best possible returns.

Mr. Dunn then introduced Rich Hartzell and Bill Wasp of J.P. Morgan, in their role
as Custodians of BWC investments. Mr. Dunn mentioned that J.P. Morgan is the
appointed custodian of both the Ohio Treasurer of State and BWC, and further
stated that J.P. Morgan produces monthly performance reports, including reviews
of investment managers, for the Bureau’s Investment Division.

Mr. Dunn then informed the Committee that the current BWC Investment Policy,
currently comprising approximately 85 pages, was implemented in April, 2006
and continues to be in place until the new Investment Committee makes
changes, subject to approval by the BWC Board of Directors. Mr. Dunn then
provided a summary of the current BWC Investment Policy, including:

(1) roles and responsibilities of all parties, duties of outside investment
managers, and duties of investment consultants;

(2) asset allocation of BWC assets;

(3) performance objectives;

(4) various reports that are required to the BWC Board of Directors;

(5) general comments regarding the overall make-up of BWC assets, including
current total value of approximately $16.8 billion, among six different funds.
State Insurance Fund (SIF) is largest, comprising 92% of total value, but all six
funds must be kept separate and can not be commingled.

Mr. Dunn suggested that the current BWC Investment Policy document needs to
be reviewed, so that appropriate changes can be made over the upcoming
months. Mr. Harris requested that a copy of this document, and all other related
investment documents, be given to all Investment Committee members as far in
advance of upcoming meetings as possible. Administrator Ryan confirmed that
BWC administration will strive to provide all documents to Investment Committee
members as quickly as possible, noting that some records will be distributed via
hard copy, while others can be sent electronically. Mr. Dunn then reminded the
members that almost all of the information provided to the Investment Committee



are public records under Ohio’s public records law, and are generally available
on the BWC website, www.ohiobwc.com, soon after each meeting.

Chairman Smith then asked what, if any, records are private, and Mr. Dunn
stated that certain specific timelines related to transitions executed to change
asset allocations will not be shared until such transitions are completed.
Administrator Ryan re-confirmed that the vast majority of records reviewed and
acted upon by both the Investment Committee and BWC Board are public
records.

Mr. Price then stated his appreciation of the openness and transparency of this
Committee, and stated his desire to receive all of the relevant materials as early
as possible, to ensure that a full understanding of the issues can be achieved,
prior to the Committee meetings.

Mr. Caldwell then stated that the State of Ohio has prepared an excellent
summary of the legal issues found in ORC 4117, Ohio’s collective bargaining
laws, and he would like to see a similar document prepared, summarizing BWC
investment laws. BWC Litigation Manager Michael Travis stated that a summary
would be drafted for review by all members of the Investment Committee.

Vice Chair Falls then stated that BWC and the Investment Committee were very
fortunate to have this investment policy already in place, but that an 86 page
record is too detailed to be a viable working document. Chairman Smith agreed
with this assessment, and appointed Ms. Falls to begin the process of drafting
proposed edits and modifications to the investment policy document.

Mr. Dunn then updated the Investment Committee of two other investment
concepts related to BWC investments, passive vs. active investments and pooled
funds vs. separate funds, and the advantages and drawbacks of each.

Mr. Dunn and Ms. Damsel then updated the Investment Committee on the
volatility to be expected when a large fund, such as BWC, has large holdings in
fixed income investments such as medium and long-term bonds. Ms. Damsel
pointed out that the current BWC portfolio is approximately 80% bonds and 20%
equities. Mr. Dunn then informed the Investment Committee that because the
BWC has embraced an asset / liability matching and BWC does have sufficient
cash on hand to meet short term obligations, the Bureau is not forced to sell
under duress, when an investment has temporarily lost value.

Pursuant to a question from Mr. Harris, Mr. Dunn then informed the Investment
Committee about the role of the Ohio Treasurer of State, and what is the role of
TOS in BWC investment policies and procedures.

Mr. Dunn then discussed how recent market changes over the last several
months have impacted BWC total asset values. With an increase in bond yields



in both May and June 2007, BWC'’s bond portfolio declined in value in each of
these two months. By contrast, yield levels declined in July 2007, resulting in an
increase in BWC bond asset values by approximately $200 million.

Mr. Harris then stated that the State Insurance Fund would have had a larger
surplus without refunds and/or premium dividends, and that he would closely
monitor investments, regarding this issue. Chairman Smith then replied that the
entire board needs to be mindful of prosperity, and how best to handle any
actuarial surpluses.

Mr. Dunn then discussed the concept of medical inflation within the workers’
compensation investment arena. He stated that the Bureau is vulnerable to such
medical inflation, due to few available investment assets that offset such risk.
Chairman Smith strongly agreed that protection against medical inflation is
important. Marc Friedberg of Wilshire Associates added that while there is no
perfect vehicle to protect against medical inflation, two options include Treasury
Inflation Protected Securities (TIPS), that provide a certain yield increase with
inflation, and equities. Mr. Dunn added that the Investment Committee has
authority to recommend such investment vehicles to the BWC Board of Directors,
but that the Investment Committee has no independent decision-making
authority, without BWC Board of Directors approval.

Chairman Smith then started a discussion about the process of selecting external
money managers. Mr. Dunn informed the Committee that both BWC staff and
Wilshire independently rate and recommend which money managers to hire, and
that the Board is not involved in the formal request for proposal (RFP) and
related interview process.  Pursuant to a question from Chairman Smith, Mr.
Dunn confirmed that the Committee members will be able to ask both BWC staff
and Wilshire about their judgments and evaluations of potential managers.
Chairman Smith then informed the Investment Committee members that potential
fund managers should not contact Board members, while the RFP process is still
open.

Mr. Caldwell then asked if preference is given to Ohio based firms, when
evaluating fund managers. Mr. Dunn replied that given the minimum
gualifications regarding size of assets under management for the most recent
passive management investment manager searches, most Ohio based and/or
minority firms do not qualify. Mr. Dunn, responding to an inquiry from Vice Chair
Falls, stated that BWC staff would work with the Investment Committee in
establishing minimum qualifications in future RFPs.

Mr. Caldwell then inquired about sending RFPs directly to Minority Business
Enterprise (MBE). Ms. Damsel responded, stating that all RFPs are posted on
BWC'’s website, trade journals such as The Wall Street Journal, and that all
investment RFPs are sent out to the DAS database of prospective vendors, as
well as all potential vendors that have requested notification. Ms. Damsel then



mentioned the black-out period, when potential vendors are prohibited from
contacting BWC Board members, to avoid any appearance of ethics violations,
and to ensure that the potential vendor is not disqualified from bidding. Mr. Price
then stated that the BWC Investment Policy needs to be reviewed and possibly
edited, to ensure that the policy adequately addresses MBE patrticipation in the
investment process.

Mr. Friedberg of Wilshire Associates then provided an update to the Investment
Committee on Portfolio Performance Measurements, which involves Wilshire
obtaining information from all custodians and managers, then reconciling any
differences, then placing the performance data into monthly and quarterly
reports. Wilshire stated that the market review for the most recent quarter ending
6/30/07 showed a surge in equities, and fixed income down slightly. BWC equity
investments for this most recent quarter were up 6.0%, while fixed income bonds
were down 0.5%. In response to a question posed by Chairman Smith, Wilshire
stated that these quarterly records are available as far back as 6/30/2005.
Chairman Smith requested that Wilshire include a historical perspective on
returns, in all future Portfolio Performance Reports.

Chairman Smith inquired about any potential BWC exposure to the recent real
estate home mortgage problems. Mr. Dunn stated that BWC has no direct
exposure to the subprime mortgage-backed securities market, but BWC does
have indirect exposure with the ownership of securities issued by financial
institutions and investment firms who hold subprime residential loans and
mortgage-backed securities.

Mr. Friedberg of Wilshire Associates and Mr. Dunn then updated the Investment
Committee on the Bureau’s past use of private equity funds, and explained that
all of these funds are being liquidated, Mr. Dunn stated that when BWC sells off
their private equity partnerships, they also release the Bureau from any future
legal funding obligations and commitments. Mr. Friedberg then stated that
conceptually, adding alternative investment vehicles to a fund the size of BWC is
not a bad idea, but that the private equity fund selection process was just not well
executed.

Mr. Harris then asked if the Bureau still had any collectables as assets, and Mr.
Dunn stated that the Bureau is actively liquidating the remainder of these assets,
including coins, memorabilia, and collectables.

Chairman Smith then requested that the Investment Committee be provided with
the current Asset Allocation study, and Mr. Dunn stated that this updated
research would be included in the September 2007 Investment Committee
materials. Mr. Dunn further noted that this data is also available as an
attachment to the materials provided to Investment Committee members for
today’s meeting.



Mr. Price then inquired about how the services of Wilshire Associates are used
by BWC. Mr. Dunn pointed out that Wilshire’s role is a consultant to the BWC
Board of Directors, and not the in-house staff. Wilshire generates performance
reports for review and analysis by the BWC Investment Committee and Board of
Directors, and has a fiduciary duty to the State Insurance Fund and other BWC
trust funds. Mr. Price then confirmed that Wilshire Associates is an agent of the
Board of Directors, but provides assistance to BWC investment staff. Mr. Dunn
further stated that both Wilshire and BWC in-house investment staff interview
potential investment managers, and independently score and evaluate these
managers. Mr. Dunn further informed the Investment Committee members that
BWC investment staff receives independent performance reports generated by
J.P. Morgan, on a monthly basis.

John T. Williams, from the Ohio Attorney General's office, then advised the
Investment Committee that the members need to begin reviewing whether to
renew Wilshire’s contract, which is due to expire November 2007. Chairman
Smith stated that an immediate Investment Committee goal should be to
determine the appropriate level of service to include in a possible new investment
consultant RFP. Vice Chair Falls commented that this should be a topic for the
September 2007 Investment Committee meeting, especially because the RFP
process can take several months. Ms. Damsel then reminded the Committee
members that the Wilshire contract can be extended on a month-by-month basis.

Chairman Smith then stated he would talk with the other Committee Chairs to
determine a schedule for the remainder of 2007. The Chairman then instructed
Vice Chair Falls to work with Mr. Dunn on drafting a new Investment Committee
charter, to be available for review at the September 2007 meeting.

Chairman Smith then made a motion to adjourn the meeting, seconded by Vice
Chair Falls, and after a unanimous voice vote, the meeting was adjourned at
10:55 AM.

Respectfully Submitted,

Michael Travis, Esq.



Draft September 13, 2007

OHIO BUREAU OF WORKERS’ COMPENSATION BOARD OF DIRECTORS

INVESTMENT COMMITTEE CHARTER

|. PURPOSE

The purpose of the Investment Committee is to ensure that the assets of the Ohio
Bureau of Workers’ Compensation (BWC) are effectively managed in accordance with
the laws of the State of Ohio, and the Ohio Bureau of Workers’ Compensation
Statement of Investment Policy and Guidelines. The Investment Committee provides
assistance to the Board of Directors in the review and oversight of the State Insurance
Fund and each Ancillary Fund (collectively the Funds) assets. The Investment
Committee is responsible for developing and monitoring the implementation of the
BWC'’s investment policy.

II. ORGANIZATION

1. Charter: At least annually, this charter must be reviewed by the Investment
Committee and any proposed changes submitted to the Board for approval.

2. Members: The Investment Committee must consist of at least four members,
two of whom must be the investment and securities expert members of the
Board. The Board, by majority vote, must appoint two additional members to
serve on the Investment Committee and may appoint one additional member,
either from the Board or someone not on the Board. Each additional member
the Board appoints must have at least one of the following qualifications: a)
experience managing another state’s pension funds or workers’
compensation funds; or b) expertise that the Board determines is needed to
make investment decisions. The Board, by majority vote, may remove any
committee member, with the exception of the investment and securities
expert members. The Investment Committee, by majority vote, shall elect a
Chairperson.

3. Meetings: The Investment Committee will meet monthly; additional meetings
may be scheduled as the Committee or its chairperson deem advisable.

4. Quorum: The Investment Committee is governed by the same rules regarding
meetings, notice, quorum and voting requirements as are applicable to the



Board. A quorum at any Investment Committee meeting will consist of a
majority of the Committee members.

Agenda, Minutes: The Chairperson of the Committee will be responsible for
establishing the agendas for the meetings of the Committee. An agenda,
together with information/background materials, will be sent to members of
the Committee prior to each meeting. Minutes for all meetings of the
Committee will be prepared to document all actions to the Committee’s
discharge of its responsibilities.

IIl. RESPONSIBILITIES AND AUTHORITY

The Investment Committee is charged with overseeing all investment-related matters
and activities of the BWC. The Committee evaluates proposals requiring Board action
and makes recommendations for consideration by the Board.

1.

Develop and recommend the strategic asset allocation and investment policy
for the Funds and submit to the Board for approval. The Committee will
periodically review the investment policy in light of any changes in actuarial
variables, market conditions, etc. and make recommendations for any
changes, as appropriate to the Board for approval. Assist the Board to assure
that the investment policy is reviewed and approved at least annually,
published, and copies are made available to interested parties.

Review the annual report on the investment performance of the funds and the
value of each investment class and submit to the Board for approval. Once
approved, this report must be submitted to the Governor, the president and
Minority Leader of the Senate, and the Speaker and Minority Leader of the
House of Representatives.

Evaluate and recommend an outside investment counsel to assist the
Investment Committee in its duties. Submit a contract with the recommended
investment counsel to the Board for approval.

Develop and recommend rules on due diligence standards for employees of
BWC to follow when investing in each asset class. Develop and recommend
policies and procedures to review and monitor the performance and value of
each asset class. Submit these recommendations to the Board for approval.

Monitor implementation of the investment policy by the Administrator and the
Chief Investment Officer. Review performance of the Chief Investment
Officer and any investment consultants retained by the BWC to assure
compliance with the investment policy and effective management of the
Funds.



Monitor and review the investment performance of the Funds on a quarterly
basis to determine achievement of objectives and compliance with this
investment policy.

Recommend prohibited investments, on a prospective basis, the Committee
finds to be contrary to the investment objectives of the Funds and submit to
the Board for approval.

Recommend the opening and closing of each investment class and submit to
the Board for approval.

. Approve the criteria and procedures for the selection of the Investment
Managers and General Partners. Approve the final selection, funding and
termination of all Investment Managers and General Partners.

10. Report all activities/recommendations to the Board following each meeting of
the Investment Committee.

I nvestmentCommitteeCharter.doc
Draft 092607




DATE: September 17, 2007
TO: BWC Investment Committee
FROM: Bruce Dunn, Chief Investment Officer

SUBJECT:  Wilshire Associates
I nvestment Consulting Contract

Backaround

A Request for Proposals (RFP) was issued on August 31, 2005 by the BWC for the
services of an Investment Consultant firm. The purpose of this RFP was to identify an
investment consulting firm that could provide a comprehensive range of consulting
advice and services to assist and advise the former Workers Compensation Oversight
Commission (WCOC) in carrying out its fiduciary duties and oversight responsibilities
with regards to the BWC invested assets. A copy of this RFP is provided with this report.

After an evaluation period of respondents to this RFP made by an Evaluation Committee
that included certain members of the WCOC as well as the BWC Interim Chief
Investment Officer at that time (Lee Damsel, current BWC Director of Investments),
Wilshire Associates, Inc. (Wilshire) was selected as the finalist first choice consulting
firm. Approva by vote of the WCOC for Wilshire to serve as WCOC investment
consultant was provided on November 17, 2005. An investment consulting contract dated
December 1, 2005 between BWC and Wilshire was executed on such date. A copy of this
contract is also provided with this report.

Contract Terms

This initial contract with Wilshire is a one-year term contract expiring November 30,
2006 with the ability to be renewed at the sole discretion of the WCOC (now BWC Board
of Directors) for no more than two additional one-year terms. The contract specifies the
scope of services to be provided by Wilshire. The first year fee of the contract was
$636,000 payable in monthly installments of $53,000. The former WCOC voted on
November 16, 2006 to renew the contract for an additional one-year term expiring
November 30, 2007. The contract alows for an annual Consumer Price Index (CPl) fee
adjustment exercisable by Wilshire effective for each additional one-year term renewal.
Wilshire did exercise this CPI adjustment fee option and the second-year fee of the
contract became $653,000, payable in monthly installments of $54,416. This second-year
fee adjustment reflected an approximate 2.67% increase over the first-year fee. A copy of
the Renewal Addendum to the contract reflecting this fee adjustment is also provided
with this report.



In the exercising and fulfillment of their duties, Wilshire reports directly to the BWC
Board of Directors (or selected members thereof such as Investment Committee
members) per the RFP. From an operational perspective, Wilshire (or any BWC
investment consultant) works closely with the BWC Investment staff and the investment
experts of the BWC Investment Committee. Among the scope of services provided by
Wilshire under the current contract include the following:

investment policy determination, review/modification and asset allocation strategy
investment manager search/selection support

investment manager evaluation/oversight duties

investment performance analysis and reporting

private equity partnership review, advice and performance reporting/analysis
access by BWC to proprietary investment manager database and analytical software

BWC isin the process of selling all 68 of its private equity partnership investments that
were outstanding at the time of the execution of the Wilshire contract in 2005. It is
anticipated that only a few of these partnerships may not be sold by the end of 2007.
Acceptable pricesfor al 68 partnership sales have been achieved via an extensive auction
process conducted by UBS serving in its contracted role as BWC sales agent and adviser.

Action Item

With the November 30, 2007 expiration of the second one-year term of the Wilshire
contract approaching, a decision must be made by the BWC Investment Committee and
Board of Directors in addressing the optional third-year renewal. In any event, the
Wilshire contract has a maximum three-year term ending November 30, 2008. As a
result, the BWC must issue a new Investment Consultant RFP sometime in 2008 at the
latest even if Wilshireisrenewed for afull third-year term.

Although the Wilshire contract states renewal terms in annual periods, section 6.6 (p.30)
of the applicable Investment Consultant RFP provided with this report allows for the
WCOC (now BWC Board of Directors) to terminate the contract with Wilshire for
convenience by giving Wilshire not less than 30 days advance notice in writing on its
intent to terminate. As aresult, the BWC Board of Directors could renew the contract for
afina third year effective December 1, 2007 but yet terminate the contract with proper
notice early in the final third-year term. This is important if a vote is made by the Board
of Directors to direct the issuance of a new RFP for Investment Consultant services for
the BWC. It is projected that the RFP process from initiation to Board approval for an
investment consultant would be over a 3-4 month period. It must be mentioned that if
such a new RFP is issued for investment consultant services, Wilshire is eligible to

respond and reapply.



AGREEMENT
betwesn

Be/22/20887  15:39 El44EEA318 ELIC PAGE  AL/B3

OHIO BUREALU OF WORKERS' COMPENSATION U P 5 G gN
and ! j 'ﬂ A g‘k

WILSHIRE ASSQCIATES INCORPQRATED

This is an Agreement by and between Wilshire Associates Incorporated, (herainafter referred to as
the "Consulting Firm"), having offices at 1239 Ocean Avenus, Suite 700, Santa Monica, CA 90401, and the
State of Ohio, Bureau of Workers' Compensation (hereinafter referred 10 as the "Bureau”), on behaif of the
Workers' Compensation Qversight Cormmission, having offices at 30 W, Spring Street, Columbus, Qhio
473215-2256, entered into the day, month and yaar set out below.

Whereas, the Workers' Compensation Oversight Commigsion issued a Request for Proposals
B#06005 for SERVICES OF A FULL SERVICE INVESTMENT CONSULTANT, and the Consulting Firm
submitted a proposal determined by the Workers' Compensation Oversight Commission to be the best
respongive and respongible response to the Request for Proposals,

Now, therefore, the parties herato mutually agree to perform the contract in accordance with the
Request for Froposals and the Consulting Firm's Proposal, which are hereby incorporated by referance as if
fully rewritten herein. Furthermore the parties agree that if there is any conflict between the Request for
Proposals and the Consulting Firm’s Proposal, the Request for Proposals controls.

SCOPE OF SERVICES. The Consulting Firm agrees to perform the services described in the RFF under
Scope of Services, Section 3.2 through Section 3.6, inclusive.
in addition, the parties agree to modify the Request for Proposals, Scope of Services, to include the

following sections:

Section 3.8 Additional Consulting Firm Services: oversight of the State of Qhio, Bureau of
Waotkers' Compangation current private equity partnerships (68) and/or managers (54)
47. The Consulting Firm shall conduct conference calls and/or visits (as neaded)
with managers to develop a sense of what is working and not working, whether the
internal rate of ratern (IRR) articulated is likely to be accurate and establish a
general comfort and confidence that the funds are working smoothly and being
propetly described.
48. Performance reporting and analysis for sach of existing 68 partnarships
49, Collect annuai Valuation Certificates
50. Collect, raview and organize GP periodic reports
51. Prepare and update mastar drawdown schedule
52. Authorize capital contributions to partnerships
53. Receive and vetify returns of capitai
54. Understand and record fee structure of each partnership and monitor general
parinerzhip fee collections; check fee invoices and advise BWC on payment

Section 3.9 Additional Gonsulting Firm Services: The Consulting Firm shall provide two
copies of the Wilshire Compass manager database and analytical software to the Bureau
anci/or the Workers’ Compensation Qversight Commission. One copy rmay be installed on a
stand alone (desktop or laptop) computer and the other copy may be installed on a local
area network, and shall not exceed twenty-five {25) users per network installation. The
Bureau may make a backup copy. The Bureau and the Workers’ Cornpensation Qversight
Commission agree nat to distribute copies of the software or documentation to a third party,
nar o leage or to trangter control of the software or the documentation to a third party
without the Consulting Firm's prior express written consent. The Bureau and the Workers'
Compensation Qversight Commission agree not to modify, adapt, translate, reverse
engineer, decompile, disassembla, or craate derivative works based on the goftwara without
the Consulting Firm's prior express written consent.

The Wilshire Compass consists of six parts, including but not limited to the following:
(1) asset allocation analytics; (2) domestic equity analytics; (3) international and emerging
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markets equity analyvtics; (4} domestic fixed income; (5) international fixed income; and (6) an
angoing consulting and searvicing relationship.

{1) Asset Allocation Analytics includes (a) Asset class optimization; () Surplus
optimization; (c) Litility optimization; (d) Currency optimization; (&) Portfolio simulations; ()
Capital market database; (g) Statistical analysis; and (h) Policy benchmarks.

(2) Domestic Equity Analytics includes (a) Portfolio simutations; (b) Style mapping; (c)
Portiofio characteristics; (d) performance measurament; (e} Manager database; and (f)
Universe comparisons.

(3) International and Emerging Markets Equity Analytics includes {a) Portfalio
simulations; (b) Style mapping; (c) Portfolio characteristics; (d) Performance measurement; (@)
Manager database; and (fy Universe comparisons.

(4) Domestic Fixed Income includes (a) Portfolio characteristics; (h) Performance
measurement; (¢) Manager database; and (d) Universe comparisons

(5) International Fixed Income includes (a} Portfolio characteristics: (b) Performance
measurement; (¢} Manager database; and (d) Universe comparisons.

{8) Servicing includes (a) Ongoing client service support via telephone during nomnal
business hours; (b) Semi-annual consulting and training sessions in client's office; (¢) Monthly
index updates and quarterly manager updates; (d) Consuiting Firm's sponsored seminars; (e)
Product updates, including genaral upgrades and new releases, at no additional cost; and (f)
Total Fund Atiribution Report.

The parties understand and agree that the software and accompanying written
materiais {the "docurmeantation"} are owhed by the Consulting Firm and are protected by United
States copyright laws and international treaty provisions, and that use of tha softwara and
documentation shall ba limited to the Bureau and to the members of the Workers’
Compensation Oversight Commission. The Bureau and the Workers' Compsnsation
Oversight Commizsgion agree to return or to delete all copies of the software, documentation
and other equipment supplied with the service, and all portions and copies thereof,
immediately upon termination of this Agreemant, and the Bureau and the Workers'
Compensation Oversight Commission agree to certify in writing that such actions have been
completad.

With respact to the software only, the Consulting Firm warrants only (a) that it has the
right to provide access to the software in accordance with this Agreement, and (b) that the
software shall conform to the written documentation and shall operata in accordance with the
Consulting Firm’s written representations. [f it fails to perform in accordance therewith, the
sole warranty obligation of the Consulting Firm, with respect to the software, shall be to use
reasonabie efforts to remedy such failure and to conform to the express covenants and
conditions. The Consulting Firm shall defend, at its expense, any action brought against the
Bureau and the Workers’ Compensation Oversight Commission arising out of any claim that
their use of the software infringes upon the intellectual property rights of any third party,
pravided that prompt notice of any such action is given, and provided that the Consulting
Firm, at its option, shall have sole control of the defense of any such action and all
negatiations for its settfement or compromise, and provided, further, that tha Bureau and the
Workers' Compensation Oversight Commission shall cooperate fully with the Consulting
Firm in defending against such actions. In addition, in connection with such actions, the
Consuiting Firm shalt indemnify and hold the Bureau and the Workers’ Compensation
Quversight Commission harmless against any and ail damages and costs awarded against
the Bureau and the Workers’ Compensation Oversight Commission by final court arder or
fully exacuted settlement agreement.

The parties understand and agree that the Bureau and the Workers’ Compensation
Quersight Commission may distribute reports generated through the software to third parties
if the reports serve to document the organization, functions, policies, decigsions, procedures,
operations, or other activities of the Bureat and/or of the Warkers' Compensgation Ovarsight

Commission.

CONDITIONS PRECEDENT. The parties agree that as a condition precedent, any applicable approvals of
the Office of Budget and Management must be given before obligations under this Agreemeant commence.
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FEES. The parties agree that the Consulting Fitrm shall submit monthly invaices in arrears, for all services
rendered under this Agreement not to exceed fifty-thres thousand dollars ($53,000.00) per month for the first
year. Total costs for Fiscal Year 2006 shall not exceed the amount of six hundred thirty-six thousand dollars
($636,000.00).

No fewer than thirty days before the expiration of this Agreement, or the expiration of a subsequent
renewal term, the Consulting Firm may submit to the Workers” Compensation Oversight Commission a
written request for an increase in feas not to exceed the increasa in the index now known as "United States
Bureau of Labor Statistics Consumer Price Index For All Urban Consumers All ltems, United States City
Average”. If this Agreement is renewead in accordance with the terms of the Request for Proposzal, the

Renewal Agreement will include the fee increase,
The parties understand and agrae that the Bureau and the Workers' Compensation QOversight

Commission are state agencies, and as such are exempt from most taxes.

TERM. The parties agree that services under this comtract shall commence on December 1, 2005, and shall
continue until Novembar 30, 2006, At the sole discretion of the Workers” Compensation QOversight
Commission, this contract can be renewed for no more than two (2) additional one (1) year terms.

In witness whereof, the parties hereunto affix their signatures this ,tday of %M{EGUS.
WILSHIBE ASSOCIATES INCORPORATED On Behalf of the WORKERS’ COMPENSATION

TAX ID: — 2 OVERSIGHT COMMISSION, STATE OF OHIO,
BUREAU OF WORKERS' COMPENSATIDN

y J)‘L(,&.d ﬂm’(g /]) c.f\f_l,,,h
Printe Tame :,_w,g_@_ﬂ;_aaﬁ e William E. Mabe
Title: C( 0% getri Adm:mstrator 2
Wilshire.doc /] )J'”‘ (i/hL‘a"”‘—/

December 1, 2005 L &uﬂiﬂa%ﬁuhvj
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RENEWAL ADDENDUM

This is a Renewa! Addendum to the Agreement by and between Wilshire Associates Incorporated,
thereinafter referred to as the "Consulting Firm"}, having offices at 1289 Ocean Avenue, Suite 700, Santa
Monica, GA 90401, and the State of Ohio, Bureau of Warkers' Compensation (hereinafter referred to as the
"Bureau"), on behalf of the Workers' Compensation Qversight Commission, having offices at 30 W. Spring
Street, Columbus, Ohic 43215-2256, entered into the day, month and year set out below.

Whereag, the Workers' Compensation Oversight Commission issued a Request for Proposals
B#06005 for SERVICES OF A FULL SERVICE INVESTMENT CONSULTANT, and the Consulting Firm
submitied a proposal determined by the Workers' Compensation Oversight Commission to be the best
responsive and responsible response to the Request for Proposals; and

Wharsas, the parties wish to extend the Agreement for an additional year for additional fees;
Now, therefore, the parties hereto mutually agree to the following modifications to the Agreement:

FEES. The parties agree that the Consulting Firm shall submit monthly invaices in arrears, for all services
rendered under this Agreement not to exceed fifty-four thousand, four hundred sixteen dollars ($54,416.00)
per month for this second year. Total costs for this second year shall not exceed the amount of six hundred
fifty-three thousand dollars ($653,000.00).

No fewer than thirty days before the expiration of this renewal term, the Consulting Firm may submit
to the Workers' Compensation Qversight Commission a written request for an increase in fees not to exceed
the increase in the indax now known as "United States Bureau of Labor Statistics Consumer Price Index For
All Urban Consumers All Items, United States City Average”. If the Agreement is renewed again in
accordance with the terms of the Request far Proposal, the Renewal Addendum will include the fee increase.

The parties understand and agree that the Bureau and the Workers’ Compensation Oversight
Commission are state agencies, and as such are exempt from most taxes.

TERM. The parties agree that services under this contract shall commence on December 1, 2006, and shall
continue until November 30, 2007. At the sole discretion of the Workers' Compensation Oversight
Commissian, this contract can be renewed for ne more than one (1) additional one (1) year term.

CONDITIONS PRECEDENT. The parties agree that as a condition precedent, any applicable approvals of
the Office of Budget and Management must be given before abligations under this Addendum commence.

in all other respects the parties affirm the Agreement, as herain amended.

In witness whereof, the parties hereunto affix their signatures this / ?-day onL’- cﬂ-ﬂﬂ&:‘ 2008,

WILSHIRE ASSOCIATES INCORPORATED On Behalf of the WORKERS’ COMPENSATION
4 OVERSIGHT COMMISSION, STATE OF QHIO,
BUREAU OF WORKERS' COMPENSATION

5
- o K Bon William E. Mabe
ha, f e f-g'/- Administrator

Wilshire renewal 2008.doc
Novembgh 30, 2006
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REQUEST FOR PROPOSALS
by the

STATE OF OHIO

WORKERS’ COMPENSATION OVERSIGHT COMMISSION of the
BUREAU OF WORKERS' COMPENSATION
for

SERVICES OF A FULL SERVICE INVESTMENT CONSULTANT

August 31, 2005

READ ALL CONDITIONS AS SET FORTH IN THIS REQUEST FOR PROPOSALS (RFP) FOR
A FULL UNDERSTANDING OF THE REQUIREMENTS.

1.0 BACKGROUND AND NATURE OF PROJECT

1.1  Purpose of the Request for Proposals

The purpose of this RFP is to locate and contract with a consulting firm(s) that has(have)
demonstrated experience with, and success in general investment consulting and several specific
duties, more fully described in Section 3 of this RFP to the Workers' Compensation Oversight
Commission (WCOC) and the Ohio Bureau of Workers Compensation (BWC) in their investment
efforts.

References in this document to a firm, vendor, contractor, consultant and similar nomenclature in
the singular are to be interpreted in the plural, to potentially represent more than one provider.

In the past, the BWC has retained Callan, Ennis-Knupp and others to provide specific services, such
as asset allocation, performance measurement and others. Investment activities and oversight at the
BWC are undergoing significant scrutiny and anticipated change. The WCOC seeks a
comprehensive range of consulting advice and services provided in an integrated manner. The
selected investment consulting firm(s) will play akey rolein guiding the portfolio and related
processes in the future, leading to the establishment of best practices which are critical to the
success of the largest exclusive state insurance fund system in the United States. The selected firm
will serve an independent oversight function with respect to all BWC portfolios, including those
internally managed, in support of the WCOC’ sfiduciary duties.

The selected investment consulting firm will report directly to the WCOC (or selected members
thereof) and operationally work closely both with the WCOC and BWC Investment Staff.

Given the breadth of services under consideration, the WCOC will consider more than one
relationship to ensure best-of-class service for all of its needs. Each respondent should indicate their
areas of professional emphasis, competitive strength and excellence, as a split mandate or grouping
of services may be required to achieve the best result for the WCOC and the BWC. Examples of
natural splits could include private vs. public asset classes; ability to analyze and integrate
insurance (vs. pension) liability and surplus characteristics in an asset-liability management
framework; policy-ALM-asset allocation-benchmarks group vs. manager selection-manager
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eva uation-performance measurement groupings. These are provided only as examples and do not
represent our targeted segmentation. Respondents without full expertisein all areas of this RFP are
neverthel ess encouraged to respond.

1.2 BWC Background

Under the mandates of the Ohio Revised Code (ORC), the Ohio Workers Compensation System is
the largest exclusive state insurance fund system in the United States, with assets of $14.5 billion
and annua insurance premiums and assessments of $2.1 billion. The Ohio Workers' Compensation
System consists of BWC, responsible for administrative and insurance functions, and the Industrial
Commission of Ohio (IC), responsible for claims adjudicative functions. BWC exercises fiduciary
authority with respect to the State Insurance Fund (SIF) and related ancillary accounts. These funds
are held for the benefit of the injured workers and employers of Ohio. It is from this fund that all
claims for both medical and compensation for disability benefits are paid with the exception of self-
insured claims. Self-insuring employers have been granted the status of self-insurance by having
proven ability to meet certain obligations set forth in the ORC 4123.35. Self-insuring employers
administer their own workers compensation claims and are monitored by BWC. Presently, BWC
processes claims, pays compensation and medical benefits to injured workers and underwrites
workers compensation coverage for employers doing business in Ohio. BWC also offers safety
training and accident prevention programs to employers and hel ps injured employees return to work
through rehabilitation programs. The WCOC oversees BWC's activities, and functions as a
fiduciary.

In 2004, BWC provided coverage to 288,709 employers and received 189,046 claim applications
for workers' compensation benefits. Benefits paid out in 2004 totaled $2,093,451,987.

1.3 BWC Investment Program Background

In accordance with Ohio Revised Code Section 4123.44 and the Investment Policy in force as
approved by the WCOC, the WCOC seeks to retain the services of an investment consultant(s) to
facilitate the WCOC's and the BWC's efforts in the investment of the surplus and reserves
belonging to the State Insurance Fund and al ancillary funds.

Prior to 1997 BWC invested the State Insurance Fund with five outside managers as well as an
internal investment staff to manage an index fund. In 1997 BWC released itsfirst of many RFP' sto
outsource more of the State Insurance Fund’ s assets to encourage emerging and minority managers
to apply to manage BWC assets with the objective to better diversify the State Insurance Fund and
increase returns. Since 1997 BWC has contracted with 199 outside management firms and is
currently under contract with 137 active management firms. We anticipate that this number will fall
materially and respondents can assume a more norma number in the development of their
proposals.

WCOC — FuLL SERVICE INVESTMENT CONSULTANT RFP - PAGE 5 oF 36



FUND

SUMMARY OF BWC ASSETS

MARKET VALUE, in Millions
(May,31, 2005)

|. State Insurance Fund
A. Equities ($1,967 non-US)
(the equities are mostly actively
managed by 54 advisors)

B. Fixed Income

(the Fixed Income portfolios are
actively managed by 19 advisors)

C. Private Equity (actively managed by 65

outside managers)

D. Cash

(the Short Term portfolio is managed by JPMorgan)

I1. Disabled Workers' Relief Fund

I11. Coal Workers' Pneumoconiosis Fund

IV. Public Workers Rdlief Fund

V. Marine Industry Fund

V1. Self Insuring Employers’ Guaranty Fund

14  Calendar of Events
RFP made public and issued

Open period for respondents’ question submission via emall

Responses by WCOC to al questions published on web site, on or before

Deadline for submissions of Proposals

$14,351 million

$6,349

$6,931

$954

$117

$1,047
$215
$19
$14

$8

August 31, 2005

Aug 31 — Sep 13, 2005

Sep 17, 2005

September 22, 2005

Evaluation Committee Review

Interviews

Oct 14 — Oct 20, 2005

Oct 21 —Nov 8, 2005

WCOC Meeting — Final selection decision

2.0 PROPOSAL SUBMISSIONS AND INQUIRIES

November 17, 2005
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21  Communications Restrictions

General assistance will be available to consulting firms who seek clarification on specific sections
of this RFP. However, WCOC members and BWC employees or representatives shall be prohibited
from responding to any inquiries where there is a potential for bias or favoritism or appearance of
impropriety due to persona or potential conflicts of interest. Any and all communications relating
to this RFP shall be directed to the e-mail below. Communications directed elsewhere and not
written may result in disqualification of the consulting firm. All WCOC responses to questions will
be in writing and will be made available to all respondents to this RFP via the web site described
below.

C. Lee Damsel
Interim Chief Investment Officer
Ohio Bureau of Workers Compensation
E-mail: BWCFull Servicel nvestmentConsultantRFP2005@bwec.state.oh.us
Web Site: www.ohiobwc.com

If the vendor attempts or undertakes an unauthorized communication, the WCOC reserves the right
to regject that vendor’s proposal, without evaluation. The WCOC shall not be responsible for any
vendor’s reliance on any information regarding the RFP or any work hereunder if the information
was provided by any source other than through thisinquiry process.

2.2  Proposal Submittal

Consulting firms must carefully review all elements of their final proposals. Once received by the
WCOC, a proposa cannot be atered. Seven (7) complete, sealed and signed copies of each
proposal shall be submitted for evaluation. Proposals shall be clearly marked "WCOC Investment
Consultant, Bid Number B0O6005” on the outside of the envelope. FAX transmittals will not be
accepted. All copies must be received by BWC together and in atimely manner.

Proposals must be sealed, and received by 2:00 P.M. local time on SEPTEMBER 22, 2005.
Proposals delivered after the deadline will not be accepted nor evaluated, and shall be deemed non-
responsive. Proposals will be opened publicly after the 2:00 P.M. deadline at BWC.

If mailing proposals, vendors should allow for sufficient mailing time to ensure timely receipt by
the Purchasing Department. All mail and deliveries can be expected to undergo package security
screening (amounting to approximately one hour) before receipt in the Purchasing Department.
Vendors must anticipate this additional time when arranging for mail or delivery of proposals. If
attending the opening, vendors must bring photo identification and should allow for additional time
for personal security screening (amounting to approximately twenty minutes) and for package
security screening (amounting to approximately one hour) if they are also delivering their proposals
in person at that time.

Submit compl ete copies of the proposal to:

BY MAIL OR HAND-DELIVERED:
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mailto:BWCFullServiceInvestmentConsultantRFP2005@bwc.state.oh.us

Ohio Bureau of Workers Compensation
Purchasing Department
William Green Building
30 West Spring Street, Level 24
Columbus, Ohio 43215-2256

PLEASE MAKE SURE THE PROPOSALSARE DELIVERED TO THE PURCHASING
DEPARTMENT ON THE 24™ FLOOR BY 2:00 PM. PROPOSALSDELIVERED TO
OTHER LOCATIONSMAY NOT BE RECEIVED BY THE PURCHASING
DEPARTMENT INATIMELY MANNER. ONLY PROPOSALSRECEIVED IN THE
PURCHASING DEPARTMENT BY 2:00 PM ON THE DUE DATE WILL BE OPENED
AND CONSIDERED.

2.3 Changestothe RFP by the WCOC

The WCOC reserves the right to amend specific sections of this RFP at any time during the bidding
process. In the event that the WCOC does amend the RFP during the bidding process, the WCOC
will provide notice to prospective consulting firms, to the fullest extent possible.  Should the
WCOC issue an addendum to this RFP, additional time may be given to all prospective consulting
firms, if appropriate, to extend the deadline to accommodate needed changes in proposal.

24  Consulting Firm Costsfor Responses Not Reimbursable by WCOC
The WCOC shall not be liable for any costs incurred in responding to this RFP, including the costs
of proposal preparation and any travel relating to the proposal process.
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3.0 SCOPE OF SERVICES
31 General

Proposals are hereby solicited for general investment consulting services to be provided to the
WCOC.

In general, the successful firm will assist the WCOC in establishing goals and risk targets,
investment policy review and compliance, strategic investment planning and asset allocation
decisions that integrate an assessment of the BWC'’ sinsurance liability characteristics and surplus
levels. Thisfirm will support efforts to select managers and in their ongoing evaluation. The
successful firm will be responsible for providing timely, accurate, and meaningful performance
reporting (absolute and risk-adjusted results and brokerage activity) to the WCOC and support the
development of appropriate market and competitive benchmarks. The WCOC will rely on both the
consultant(s) and Staff for investment support and recommendations, depending on levels of
expertise. The selected firm will provide to the WCOC an independent assessment of major Staff
recommendations and proposed actions as requested by the WCOC. The selected firm should bring
its marketplace expertise to share with the WCOC best practices on governance issues. The
investment consultant may also be asked to provide other services as required by the WCOC and/or
the Investment Staff.

The WCOC isinterested in understanding respondents expertise in delivering these servicesin
both the insurance industry as well as other institutional settings. As such, we are interested in this
information for each of the insurance vs. pension/like plans.

The firm will servein afiduciary capacity and by signing a contract affirms this fiduciary status,
without qualification.

Key consulting services sought are identified as follows:

3.2  Investment Performance Analysis and Reporting: Monitoring and Attribution
Consulting firm’ s activity to include:

1. Generation of AIMR-compliant (CFA Institute) written reports on a monthly, quarterly and
annual basis reflecting monthly, quarterly, year-to-date, and extended time period
investment performance analysis, including individual asset class, individual manager and
total fund performance, consistent with respective benchmarks/performance objectives
(including style benchmarks), guidelines, and risk levelsin aformat developed by the
consulting firm and approved by WCOC staff. These reports should include return
attribution characteristics and analysis and explanation of investment performance relative
to agreed upon benchmarks, on an absolute and risk-adjusted basis. Also require
recommendations for increase/decrease in funding or terminations if applicable. Provide a
fee quote to generate performance reports on each of the Bureau’s advisors.
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3.3

10.

Assist WCOC staff in the analysis of investment managers' investment activity and results
relative to their compliance with the terms of BWC' s Investment Policy as adopted by the
WCOC including, without limitation, an evaluation of the manager’ s performance for
consistency with style, benchmarks and performance objectives and guidelines.

Advise WCOC staff on questions and issues that arise in the course of monitoring managers,
e.g., on appropriate benchmarks, investment guidelines and fee structures for various
managers.

Provide performance measurement, monitoring, attribution, style analysis, and risk analysis
for 1) total portfolio, 2) all asset categories (including private equity) 3) all individual
external managers and 4) all portfolios managed internally by BWC Staff.

Monitor and report on managers brokerage allocations and effectiveness.

Assist Staff in reviewing written guidelines with respect to establishing cause for
terminating an external manager if necessary. Prepare analyses on problem managers, as
needed.

Evaluate internal and external managers performance consistent with their
benchmarks/performance objectives (including style benchmarks), guidelines, and risks
undertaken. Rank managers, including internally managed accounts, against a relevant
universe.

Provide benchmark evaluation, implementation, and analysis, as requested.

Compare total portfolio investment performance to custom policy benchmark to demonstrate
the value added by active management (if any).

Provide an evaluation of the value-added specifically from the consulting advice provided
by the firm.

Investment Manager Search/Selection Support: Identification, Evaluation,
Recommendation

Consulting firm’ s activity to include:

11.

Maintenance of broad manager data bases that provide detailed information pertaining to
investment managers, including philosophies, organization, performance, track record, client
base, risk statistics, staff turnover, etc. Manager information should be available for a broad
range of manager types by investment sector (equity, fixed income, international, et a); by
investment style, e.g., large, mid and small capitalization securities, value, growth, et a, in
the equity area; broad range of geographical dispersion by product and location, e.g., money
center firms, regional firms, etc.; data assisting in the identification and analysis of emerging
investment firms.
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34

3.5

12. Assisting WCOC staff in determining the need for managers of particular characteristics and
styles based upon investment policies, objectives and strategies, and developing
specifications for manager searches.

13. Assisting WCOC staff in conducting manager searches, including the development of any
necessary RFPs, evaluation factors and methods, preparation of background material, and
any necessary screening and interviewing of candidates in conjunction with BWC personnel
or its designees. The fee for each search should be itemized individually in the fee proposal.

Investment Manager Evaluation/Oversight Duties:
14. Support and provide on-going monitoring of internally and externally managed accounts (by
asset class). Report to the WCOC, as necessary, concerning those accounts.

15. Maintain a broad database of investment managers including their philosophies, styles, fee
schedules, portfolio characteristics, firm characteristics, performance, and client base. The
manager database should include domestic equity, fixed income, international equity,
private equity and currency management/overlay specialists.

16. Provide recommendations concerning manager allocation and structure. In the event the
WCOC should engage in one or more manager searches during the contract term, assist
Staff, as requested, with duties which may include but not be limited to, development of
Requests for Proposals (RFPs), development of evaluation factors and methods, preparation
of background material, interviewing managers, and making recommendations concerning
the selection of managers.

17. Advise the WCOC and Staff on questions or issues that arise in the course of administering
the overal investment management program. For example, provide advice on appropriate
benchmarks, investment guidelines or fee structures in the case of external managers.

18. Evaluate and make recommendations for Ohio BWC's purchase of software to aid in
internal analysis of investment managers, portfolio performance, structure and risk. This
task would be performed infrequently.

19. Provide investment manager compliance monitoring, including compliance monitoring for
the internally managed accounts.

I nvestment Policy Deter mination, Review and M odification & Asset Allocation
This activity will include:

20. Assist WCOC and Staff in confirming/establishing investment objectives and risk tolerance
for both investment and operational risks.

21. Analysis of and recommendation for an asset allocation policy that captures the
asset/liability relationship underlying BWC' sinvestable funds and fully reflects the
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22.

23.

24,

25.

26.

27.

28.

29.

30.

31

actuarially projected stream of liabilities and the actuarial assumptions adopted for BWC's
invested assets, on a stochastic basis (i.e., reflecting both expected outcomes and non-
expected or tail events).

Integration of applicable legal parameters/restrictions under which BWC investment
policies must be effected. BWC and/or AG-assigned counsel will provide a summary of the
key legal restrictions.

Assist review and development of Investment Policy as supplied by BWC Investment staff
relative to an appropriate statement fully expressing the supporting structure of BWC's
objectives and strategies.

Development of comparative investment benchmarks against which the returns of the
overall fund and individual investment advisors may be appraised in setting performance
goals and monitoring performance.

Development of risk/return characteristics of the asset mix as awhole and of each asset
category and manager style.

Insights into alternative portfolio structure issues, e.g., active vs. passive management,
internal vs. external manufacturing.

Generation of appropriate proxy voting policies and procedures in consultation with BWC
staff and counsel.

Participation with BWC staff in generating finalized investment policy document to be
submitted to WCOC for approval.

Provide to the WCOC an independent assessment of major Staff recommendations and
proposed actions.

Provide recommendations concerning long-term investment policy, investment objectives
and strategy, including manager continuation policies and rebalancing policies.

Provide recommendations concerning risk management strategies
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3.6

3.7

33.

34.

35.

36.

37.

38.

39.

40.

41.

Service Requirements
32.

Meetings: During an initial start-up transitional period, regular and frequent meetings
(perhaps monthly) are anticipated. Subsequently, quarterly and annual
meeting/presentations involving the WCOC will be required. Quarterly meeting with the
Chief Executive Officer, Chief Investment Officer, and the Chief Financial Officer, and
members of BWC’s Investment Department is anticipated. Costs to attend such meetings
are to be borne by the consulting firm at its own expense. The consulting firm should be
aware that meetings required by unforeseen events may be required on occasion.

Reports: The preparation of detailed, timely and summary reports on all investment
activity conducted on behalf of the BWC'’ s investment portfolio, including reporting on
each manager as well as the composite. In addition, monthly and quarterly reports will
measure managers, and total fund results against an objective set forth in the approved
investment policy. The format of such reports will have been mutually determined by the
consulting firm and investment representative from WCOC.

Coordination with WCOC and BWC legal counsel: The selected firm will be expected
to coordinate with Legal counsel selected by WCOC or BWC on arange of issues—e.g.,
Private Equity fiduciary legal work

Standard of Care: The selected consulting firm shall, in performing any work under a
contract resulting from this RFP, exercise at all times the diligence and standard of care
required of afiduciary under applicable Ohio and federal law.

Transferability of Data: The consulting firm will maintain historical data on the Bureau in
aformat that can be easily transferred to the Bureau or another consulting firm upon
termination of the consulting agreement.

Resear ch, Educational Capabilitiesand Client Relations:

Provide WCOC with insight into a governance model that leverages the marketplace's
thought leaders. This should include areview of internal vs. external management models,
staffing, 1T capabilities, accounting, custody, control systems and auditing structures.

Provide the WCOC with an independent perspective of Staff’s key recommendations.

Provide investment education and training to the WCOC and Staff on a periodic basis, as
requested.

Proactively advise the WCOC and Staff of new investment vehicles and techniques or
major changes in existing practices within the industry and, upon request, prepare a
comprehensive analysis and make recommendations.

Participate in annual planning session with Investment Staff.
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42. Provide assistance on special projects, as needed.
43. Participate in ad hoc workshops on specific issues designated by the WCOC and Staff.
44. Take an active role in planning and conducting the annual investment strategy meeting.

45. Respond in an agreed-upon and timely manner to WCOC members and/or Staff inquiries
between meetings.

46. Share al firm research, including white papers, and provide access to the research staff.

47. Report any significant changes in the consulting firm’s organizational structure and staffing
in timely manner to WCOC.
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4.0 PROPOSAL FORMAT
41  Genera
The proposal should be concisely written with attention given to its readability, clarity, technical
exposition, and completeness. When completing the firm’s response to this proposd, it is necessary
to comply with the following directions:
Please be as clear, accurate, and complete as possible. Providing incomplete or misleading
data may lead to disqualification of the proposal and elimination of the firm from the
search process.

If the firm has offices in more than one location, when completing responses to questions
followed with an asterisk (*), please provide the requested information for each of
the following: 1) the office location proposed to serve WCOC, and 2) al U.S. office
locations in aggregate.

These instructions describe the required format for proposals and have been designed to ensure
submission of information essential to timely evaluation and complete understanding of the content
of proposals. Proposals which do not comply with al the requirements of this RFP shall be
considered non-responsive. Proposals submitted shall follow the format described below.

4.2  Cover Letter

Please complete all questionsin the order they are presented in this RFP and number your responses
identically. A cover letter, which will be considered an integral part of the proposal, must be signed
by the individual (s) who is/are authorized to bind the Proposer contractually. This cover letter must
indicate the signer is so authorized and must indicate the title or position that the signer holdsin the
Proposer’sfirm. The cover letter must contain a statement that the firm acknowledges that all
documents submitted pursuant to this request for proposal process will become a matter of public
record.

Please note: The entire proposal, including any attachments, addenda, schedules, or other separate
documents should NOT contain any information the proposer believes qualifies as confidential,
proprietary or trade secret information, unless the proposer intends to waive such rights. Any claim,
notes, captions, headers, or footers attempting to reserve confidentiality or proprietary rights will
result in the disqualification of the proposal.

All proposals are subject to public records reviews and discussions or deliberations in meetings
open to the public.

4.3  Consulting Firm Profile
1. List the owners of the firm (from largest to smallest with respect to ownership) and their
ownership percentage. Please include individuals and al other entities. Identify the
organizational structure, including the firm, parent company, any affiliated companies and
joint ventures.
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10.

11.

If the firm anticipates any near-term changes in its corporate structure, organizational
structure, location, or professional staffing, please indicate the nature of such changes.

For calendar year ended December 31, 2004, please list all services provided by the firm, the
nature thereof, and the dollar revenue or percentage of total income that such services
represent. If the firm has an ultimate parent company, please list the percentage of total
income that the firm’s consulting services represent to the ultimate parent company.

Does the firm or does an affiliate serve as an investment manager for clients?

Does the firm or does an affiliate act as a securities broker-dealer? If yes, please provide the
most recent “focus report” (X-17A5) the firm or the affiliate filed with the Securities and
Exchange Commission.

Do you have any arrangements with broker-dealers under which you or a related company
will benefit if money managers place trades for their clients with such broker-deal ers?

Does the firm and/or any affiliates accept soft dollars as a method of payment for services
provided? If you allow plans to pay your consulting fees using the plan’s brokerage
commissions, do you monitor the amount of commissions paid and aert plans when
consulting fees have been paid in full? If not, how can a plan make sure it does not over-pay
its consulting fees?

If you alow plansto pay your consulting fees using the plan’s brokerage commissions, what
steps do you take to ensure that the plan receives best execution for its securities trades?

Please list the percentage of revenues the firm’'s ultimate parent company received in
calendar year ended December 31, 2004 from the following sources. (Total must add to
100%.)

i Revenues from investment manager clients:

ii. Revenues from brokerage activity:
iii. Revenues from plan sponsor consulting clients:
iv. Revenues from other clients (please specify):

Please list, separately, the total revenue the firm and the total revenue each of its affiliates
received directly or indirectly from investment managers for auditing, actuarial, benefits, or
any other management consulting work in the calendar year 2004.

Please list the dollar value of revenues, commissions or any other benefits the ultimate
parent company received (or a brokerage affiliate received — please specify) as a result of
any type of brokerage activity in calendar year 2004.
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4.4

12.

13.

14.

15.

16.

For 2004, please list the names of all investment management firms from which the firm,
each of its affiliates, and the ultimate parent company of the firm has received any
compensation or has any relationship. Please state the dollar amounts received from each
entity and describe the rel ationships.

What percentage of your plan clients utilize money managers, investment funds, brokerage
services or other service providers from whom you receive fees?

Would the firm be willing to disclose, annually or upon client request, the dollar amount and
nature of all material beneficia relationships, that the firm or any affiliate of the firm,
engages in with investment manager clients? If not, please explain.

Please describe the firm’s conflict of interest policy. If the firm, its affiliates, or the ultimate
parent company provides investment management services, brokerage services, or services
to investment managers, please include an explanation of how this policy, and any other
measures taken by the firm, limit the likelihood that the client could receive investment
advice that is not completely objective.

Please explain in detail any potential conflicts of interest that would be created by the firm's
representation of WCOC. Please include any activities of affiliated or parent organizations
aswell as other client relationships that may affect services to WCOC.

17. Are you registered with the SEC or a state securities regulator as an investment adviser? If

18.

19.

20.

so, have you provided us with all the disclosures required under those laws (including Part |1
of Form ADV)?

Do you consider yourself a fiduciary with respect to the recommendations you provide the
plan?

P ease acknowledge in writing the following:
a Our organization is a person, firm, or corporation registered as an investment advisor
under the Investment Advisor Act of 1940, and functions as afiduciary.
1. Yes/No

Personnel Profile

Please provide the following contact information:
Firm Name:

Contact’s Name:

Contact’s Title:

Contact’s Address:

Contact’s Email Address:

Contact’ s Phone Number:

Contact’ s Facsimile Number:

Firm's Internet (www) address:
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21. Does the firm have offices at other locations in addition to the location listed above?
Yes/No

22. If yes, please list all other office locations and the number of individuals working in each
office. If the firm has multiple offices, please state the office that will primarily serve the
WCOC relationship.

23. Please list the total number of personnel in the firm in each of the following categories for
the past five years. Each person should be assigned to only one category. For 2005, please
list the names of all individuals currently employed by the firm, by category. * Please attach
aresume for each consultant.

Please provide calendar year-end (December 31) data for each year:
2000 | 2001 | 2002 | 2003 | 2004

L ead Consultants
Consultants

Analysts

Firm Management
Economists

Marketing

Client Service
Analytics/Systems

Total Professional  Staff
(above)

24. Please list the number and names of personnel in the firm within each category that your
firm generally uses for classification of professionals. For each category, please indicate the
experience and or qualifications that are required. *

25. Please list the names and number of employees, acting in the role of Lead Consultant or
Consultant that |eft the firm in 2004 and 2005

26. At December 31, 2004, how many professionals were assigned to investment manager
research, selection, and monitoring? Please aso state the name of each individual
assigned.*

Assigned Assigned but not

Full-time AUl
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Public US Equity

Public US Fixed Income

Non-US Equity

Non-US Fixed Income

Private Equity

Hedge Funds

Other (Please Specify)

27. What is the average number and the maximum number (if any) of client relationships
assigned to each of the firm’'s consultants?

28. Please provide a brief description of the firm’s compensation arrangements for professional
staff, including any incentive bonuses, sharing of profits and/or equity ownership. Specific
compensation amounts need not be presented.

29. What specific incentives are employed to ensure key professionals do not leave the firm
either asagroup or individually?

30. When hiring consultants and analysts, what are the qualifications, skills, and experiences
that your firm generally seeks?

31. Please identify the individual (s) who would perform the requested services for WCOC. For
each person, please also provide a biography as well as the following information:
Name:

Title:

Certifications:

Expected role:

Total years of ingtitutional investment experience:

Total years of insurance investment experience:

(Please provide above gquestion in total aswell as split into Life, P& C and Health)
Total years of investment consulting experience:
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4.5

4.6

32.

33.

35.

36.

37.

38.

Total current number of assigned accounts:
Name, plan type, length of relationship, and size of each assigned client account:

Please explain how the team dedicated to the WCOC account would function, including lead
consultant, back-up, quality control and support services. |s there one individua who will
be responsible for quality control for all work done for WCOC?

Please describe the firm’s procedures in the event the key personnel assigned to this account
should leave the firm.

I nvestment Philosophy and Key Strengths

. What key strengths or competitive advantages does the firm possess, that will generate

superior performance and service to WCOC?

Are there common beliefs about the investment markets, which underpin your investment
advice across clients? If yes, please describe them.

Please describe how the firm’'s experience in pension and/or insurance client engagements
makes it a good fit for WCOC’s needs. Please hifurcate your experience and approach to
each of insurance (split into Life, P& C and Health) vs. other ingtitutional clients.

I nvestment Process & Tools

Please list and describe the specific analytical tools and/or software programs used by the
firm with regard to:

General Market & Economic Research

Asset/Liability Modeling and Asset Allocation

Assessment of insurance liability and surplus characteristics

Risk Management

Public Market Investment Manager Oversight, Selection & Monitoring
Private Markets/Real Estate Opportunities

International asset classes

Performance M easurement/Attribution

Other (please specify)

—IOMMUO®>

For the year ended December 31, 2004, what percentage of the firm’'s revenues were
reinvested into the following areas (do not include personnel costs):

General Market & Economic Research

Asset/Liability Modeling and Asset Allocation

Assessment of insurance liability and surplus characteristics

Risk Management

Public Market Investment Manager Oversight, Selection & Monitoring

Private Markets/Real Estate Research

International asset classes

OMMoOO®>
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H. Performance Measurement/Attribution
|.  Other Research or Technology (please specify)

39. Please describe how the firm monitors investment advisors. In 2004, how many in-person
meetings did the firm hold with investment managers (do not include those meetings held at
client conferences or educational forums.)?

40. Please describe the results of each investment manager search conducted by the firm for
clientsin 2004. Please provide the detailsin a chart as the following example demonstrates:

Client Description Search Account Manager Date
Mandate Size SElEsis Hired
Sanford C.
Private pension Small cap
$50 million Bernstein & 01/31/05
plan — Midwest value
Co., Inc.

Public pension
Core Plus $100 million PIMCO 02/28/05
fund — West

41. In the event that BWC manages assets internally in the future, please describe specifically
how the firm intends to monitor the BWC internally managed portfolios. Please describe
the firm’'s experience in monitoring large, internally managed portfolios. How would the
firm’s reporting differ from the reporting the firm would provide to the WCOC concerning
the externally managed accounts?

42. Please describe the firm's experience and capability for assessing an investment manager’s
total performance. Besides investment returns, what key criteria do you consider in your
overall evaluation of an investment manager? At what point would your firm recommend
terminating an investment manager? Please describe how you would handle any
underperformance in the internally managed accounts.

43. Describe how benchmarks are chosen or developed and how performance is compared to
similar portfolios. Can the firm provide custom benchmarks? Style benchmarks? Normal
portfolios? Please indicate whether your firm has ever developed benchmarks, and if so,
please provide a description of the benchmarks devel oped.

44. Please describe your firm's experience and capability for calculating performance. Describe
differences, if any, in the way the firm would calculate performance among different asset
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classes. How would the firm ensure accuracy in the performance calculations? How soon
after receipt of settlement-date accounting data from the custodian would accurate
performance reports be available to present to the WCOC? How do you measure
performance for insurance clients?

45. Describe how performance measurement data would actually be presented at the WCOC
meeting. To what extent will the data summarized or graphically represented? Would all
report data provided to the WCOC? If not, why not?

I nvestment Policy Structure and Asset Allocation

46. Describe the process the consulting firm will utilize in recommending investment policies,
objectives and guidelines for BWC'’ sinvestment structure. Provide specific experience and
approach in doing this with insurance clients. Do you have any experience representing
clients to the rating agencies (e.g., AM Best) on the subject of investments? What degree of
exposure and knowledge do you have of AM Best’ srating criteria?

47. Describe the methodology used by the consulting firm in determining recommended asset
allocation, including asset/liability modeling, determination of expected returns, standard
deviations, correlation with other asset classes, etc. Provide specific experience and
approach in doing this with insurance clients.

48. Describe specifically how the firm’s experience would fit the BWC' sinsurance business,
liability and surplus characteristics. How have you in the past, and how would you integrate
this liability-side with development of policy and asset allocation targets and normal ranges?

49. Describe the consulting firm'’s policy for alterations to the fund’ s asset allocation reflecting
changes in market environment; discuss review process for existing asset allocation and
process for rebalancing, if applicable.

50. Describe the firms experience in and approach to risk management, specifically as
integrated into policy development and Asset/Liability Management. How many insurance
clients have you helped do this? For how long in each case? Which type of insurance client
(Life, P&C, Hedlth)?

51. Indicate the asset classes included for consideration in the consulting firm’s asset allocation
studies, including which subasset classes are employed.

Per for mance M easur ements

52. Describe the consulting firm’ s performance measurement system. Indicate which asset
categories are tracked in the consulting firm’ s performance measurement system; size of
manager/advisor data base; duration of years of usable performance data. Isthe utilized
database generated internally or externally?

53. Describe any advantages the consulting firm perceives for its database relative to
competitors.

54. Indicate the type of analysis normally provided with the consulting firm’s performance
measurement package. Can such reports be customized to better meet BWC fund needs?
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55.
56.

57.

58.

59.
60.

61.

4.9

Describe the firm’ s approach to measure risk-adjusted performance.

How does the consulting firm categorize a manager by style? How does the consulting firm
monitor consistency of style? How large are the individual style databases?

Describe the consulting firm's methodology in calculating individual manager returns.
Include the formula, the frequency of calculation, and the treatment of cash flows and fees.
Arereturn calculations AIMR compliant?

Describe the methods and resources the consulting firm uses for customizing and tracking
benchmarks in analyzing and evaluating portfolio performance.

What period of timeis required to prepare reports?

Describe the process and data needed to input historical BWC performance data into the
consulting firm’s system.

Describe the consulting firm's process for monitoring managers and notifying clients of
developments at management firms.

Resear ch and Educational Capabilities

Information on specific topics of interest (e.g., alternative investments, index composition, current
topics) may be requested by the WCOC or BWC Management. The consulting firm will be
expected to participate in any roundtables or discussions arranged by or for WCOC.

62.

63.

65.

66.

67.

4.10

68.

Describe the consulting firm’ s research capabilities. 1f no separate department exists,
describe how thisfunction is performed. Indicate original research capabilities, research
specialists, and breadth of research expertise and staff.

Describe the manner in which internal and external resources and sources of information are
integrated in the research process.

. Please describe the firm’ s research efforts both for the pension universe, the insurance

universe and any othersyou care to identify.

Please describe the type, subject matter and frequency of research provided to clients. Can
the information be delivered electronically or only by hard copy?

Describe the consulting firm’s process for monitoring industry and market trends affecting
large investment funds.

Does the consulting firm conduct educational programs for its clients? Please describe.
Client Information

Please provide the following information for calendar year ending 2003 and calendar year
ending 2004. Please only include those clients for which the firm currently servesin afull-
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retainer investment consulting relationship. (Performance evaluation services and/or project-
based work alone are not considered full-retainer investment consulting relationships.)
Totals assets served by the firm: *

Total clients served by the firm: *

Number of clients served by the firm (by size and by type): *

Reasons for each client loss in 2003 and 2004. *

$10 Over $50

Lessthan | SLPINON | pitionto | illion | Totd
$1 billion | %10 $50
billion A AUM
billion

Insurance comp. — Insurance
funds

Insurance comp. — Other
(pension, foundation, etc.)

Public Employees Retirement

Union/Taft-Hartley

Corporate Pension
Endowment
Foundation
Hospital
Other
411 References
69. Please provide areference list of at least three current consulting clients with similarly-sized
and structured investment plans; including the name, address and telephone number of the
contact person. Additionally, please provide a list of your public sector clients and your
insurance clients. The consulting firm recognizes that WCOC reserves the right to contact
any or al of the references listed, and may consider the reference when evaluating the
proposal.
412 Project Feesand Performance M easurement
70. Please provide a fee quote for the specific services requested. Please provide one fee for all

services included in this RFP; and another fee for each of those services (e.g., retainer
consulting, manager search, performance measurement/attribution, peer universe
comparison, etc. If the firm provides private markets consulting, please indicate the
estimated fee for private markets consulting services. We anticipate that the number of
subadvisors will fall materially from current levels and respondents can assume a more
normal number in the development of their proposals, or otherwise indicate how fees will
vary as afunction of the number of external subadvisors.
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71. Will the firm confirm that it will not propose increases in the proposed fee structure for the
next 3 years?

72. Please state how the firm — as a consultant — expects to add value to WCOC over the next 3-
5 years. (For example, will it be through manager selection, asset allocation, cost
containment, education, etc.)

73. Please suggest a methodology for measuring the firm's performance as an investment
consultant.

4.13 Litigation, Investigations and Convictions
74. Please describe any litigation or investigation of the consulting firm or of a principal, by the
SEC, a state or federal agency, or any governmental authority. If the consulting firm has
ever been sued or has ever sued another party, please describe such suits.

75. If the consulting firm or a principal has ever been convicted of a felony or agreed to a
sanction or penalty, please explain.

4.14  Subcontracting

If the consulting firm uses the services of a subcontractor, the consulting firm shall identify the
subcontractor; describe the skills and qualifications of the subcontractor and its individual
employees; describe what portions of the project will be assigned to the subcontractor; identify the
cost associated with the portions of the project assigned to the subcontractor; and describe the
inclusive periods and percentage of time the subcontractor will devote to the project. The
consulting firm must describe the contractual arrangement contemplated with each subcontractor
and describe generally the control/del egation of responsibilities anticipated in that arrangement.

WCOC reserves the right to review the credentials of the subcontractor and to approve the selection
of such subcontractor.

The consulting firm's decision to use a subcontractor will not modify or abrogate the responsibility
of the consulting firm for the acts, omissions, nonfeasance, malfeasance or misfeasance of any and
all subcontractors.

415 Conflictsof Interest

The consulting firm shall present a statement at the time of the submission of a proposal that it
presently has no interest and shall not acquire during the term of contract any interest, direct or
indirect, which would conflict with the performance of services which are required to be performed
under the RFP. The consulting firm shall affirm that no person having such interest shall be
employed in the performance of the RFP. The consulting firm shall likewise advise WCOC
immediately in writing in the event it acquires such interest during the course of the contract.
Thereafter, such person shall not participate in any action affecting the work under the Agreement
resulting from this RFP, unless the WCOC shall determine that, in light of the personal interest
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disclosed, such person’s participation in any such action would not be contrary to the public
interest.

The consulting firm shall disclose any existing or prior relationships with WCOC and describe in
detail the nature of that relationship. The consulting firm must provide a disclosure statement
concerning its organizational structure, including subsidiary or parent corporations and/or
organization and ownership information. This statement should disclose any contractual or
financia relationship, either direct or indirect, with any firm, business, company, or corporation.
Any proposal that does not include these assurances will be deemed not responsive to the RFP.

The consulting firm agrees to adhere to al ethics laws contained in Chapters 102 and 2921 of the
Ohio Revised Code governing ethical behavior, understands that such provisions apply to persons
doing or seeking to do business with WCOC, and agrees to act in accordance with the requirements
of such provisions. The consulting firm warrants that it has not paid and will not pay, has not given
and will not give, any remuneration or thing of value directly or indirectly to WCOC or any of its
board members, officers, employees, or agents, or any third party in any of the engagements of this
contract or otherwise, including, but not limited to a finder’s fee, cash solicitation fee, or a fee for
consulting, lobbying or otherwise.

4.16 Workers Compensation
The consulting firm shall submit as part of its proposa a copy of its current certificate of workers
compensation coverage.

4.17 Additional Requested Materials

e A corporate Organization Chart (showing the consulting firm, parent and al affiliates and
subsidiaries).

A current company Annua Report.

Current firm policies related to conflicts of interest.

Most recently filed Form ADV, Parts| and II.

A copy of two recent quarterly client reports (including universe comparison reports).

A detailed description of the composition of the peer universe to which BWC will be compared.
A copy of your firm’'s standard marketing brochure that describes your processes and services.
Any other information you feel would be necessary to gain a complete understanding of the firm
or the servicesit provides.
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5.0 EVALUATION AND SELECTION PROCESS

5.1  Evaluation Approach and M ethodology

Evaluation of proposals submitted will be conducted by an evaluation committee. The Evaluation
Committee (EC) shall consist of two (2) selected members of the WCOC and the BWC Chief
Investment Officer. The EC will have the operational support of BWC staff to administer the search
process

The WCOC intends to select the consulting firm that provides the best value and best accomplishes
the requirements and objectives set forth in the RFP in a manner most advantageous to the WCOC
and the BWC. Award will be made on the basis of the best overall proposal, taking into
consideration in Phase | scoring as described below. In Phase Il the assessment will reflect the
firm’s understanding of the project; its implementation of industry best practices toward objectivity
in recommendations; and/or an interview assessment of capabilities for the finalists, or those firms
amongst the highest scorers that, in the sole judgment of the WCOC best accomplish the objectives
in this RFP. The WCOC reserves the right to award a contract to other than the lowest priced
proposal after consideration of all factors.

Final award of the contract will be determined following the evaluation and scoring of the proposals
and/or interviews with the finalists if that is judged necessary or valuable in making the final
decision. WCOC reserves the right to reduce the scope of services required and to negotiate the
price to reflect such change after award of the contract has been made.

All consulting firms will be notified by letter by email of the selection decision. No information
will be released by WCOC after the proposal due date until an official announcement is made.

5.2  Scoring the Proposals

The proposals will initially be evaluated and scored (maximum score possible is 100 points) based

upon the following criteriafor selection:

1 Relevant knowledge and experience in similar consulting engagements; evidence of
awareness of potential conflicts; and current organizational capacity to provide experienced
staff for the engagement - 30%

2. Quality and depth of consulting firm capabilities - 40%

a) Performance measurement, benchmarks, databases and style groups
b) Manager search/selection

C) Manager evaluation/oversight

d) Investment policy; analysis, structuring, asset allocation, monitoring

€) Research and educational capabilities

3. Demonstrated ability to meet service requirements, including communications with senior
BWC staff and WCOC (minimum of one quarterly meeting) on both ongoing and specific
issues, and to respond to concerns as they arise, including the operational plan for fulfilling
its duties and the quality of the professional staff assigned to this project - 15%
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4, Proposal fees and time commitments - 15%

Follow-up interviews may be conducted with the finalist candidates, at WCOC's invitation, based
on initial scoring of the above criteria. After the interviews are completed, the scoring on the
criteria described in this section will be re-calcul ated.

53 Basisfor Award

Those proposals that earn the highest number of points after all points are added together will be
selected as the top scorers. Notwithstanding the foregoing, WCOC reserves the right to award the
contract to the proposal other than the one with the highest number of points if, in WCOC's sole
determination, another proposal is determined to be the most advantageous to WCOC and the State
of Ohio, taking into consideration the price and evaluation criteria of the RFP, pursuant to Ohio
Revised Code Section 125.071(E). WCOC reserves the right to negotiate and to award contracts to
more than one proposer, dividing the scope of services required and negotiating the price to reflect
such division of service.

54  Validity of Offers
All offers tendered in response to this RFP shall remain open for a period of 180 days from the date
upon which proposal's submitted in response hereto are due.

55 Regection of Proposals
Proposals that have been determined not to have met one or more of the mandatory requirements
will be excluded from any further consideration or scoring.

Selected Submission Requirements
The following details some of the most common submission errors that shall be grounds for
rejection of proposal. Thisis not acomplete list.

Failureto sign all copies of the Proposal

Failure to identify RFP Bid Number on the outside of envelope

Failure to submit Seven (7) copies for evaluation purposes

Failure to meet deadline for submission

Claiming that the entire contents of a proposal qualifies for an exception to Ohio public
records law

Mailing proposal with insufficient postage

e Taking exception to mandatory technical terms, conditions, and requirements of the contract
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6.0 TERMS AND CONDITIONS

6.1 General

BY SUBMITTING A PROPOSAL, THE CONSULTING FIRM ACKNOWLEDGES THAT IT
HAS READ THE RFP, UNDERSTANDS IT, AND AGREES TO BE BOUND BY ITS
REQUIREMENTS, TERMS AND CONDITIONS. WCOC RESERVES THE RIGHT TO REJECT
ANY AND ALL PROPOSALS THAT TAKE EXCEPTION TO THE TERMS AND
CONDITIONS OF THE RFP OR THAT FAIL TO MEET THE TERMS AND CONDITIONS,
INCLUDING BUT NOT LIMITED TO, STANDARDS, SPECIFICATIONS AND
REQUIREMENTS AS SPECIFIED IN THE RFP. FURTHERMORE, WCOC RESERVES THE
RIGHT TO REFUSE ANY PROPOSAL NOT PROPERLY SUBMITTED IN ACCORDANCE
WITH THE REQUIREMENTS OF THIS RFP. WCOC RESERVES THE RIGHT TO REJECT
THE SELECTED PROPOSAL AT ANY TIME PRIOR TO EXECUTION OF A CONTRACT.

The evaluation committee may waive minor defects which are not material when no prejudice will
result to the rights of any other consulting firm, the public, or WCOC. WCOC shall not pay for
information solicited prior to entering into a contract with the selected consulting firm.

Headings in this RFP are for convenience only and shall not affect the interpretation of any of the
terms and conditions contained in the RFP.

6.2  Travel Expenses

Any travel or per diem required by the selected consulting firm to carry out its obligations under the
contract shall be at the consulting firm's expense. Any additional travel, requested by WCOC after
award of the contract, shall be paid by WCOC only with prior written approval. All additional
travel and per diem shall be paid in accordance with the Office of Budget and Management's Travel
Rules as set forth in Section 126.31 of the ORC and the rules promulgated thereunder.

6.3  Resulting Contract
Any contract resulting from the RFP shall consist of this RFP and any written addenda issues by
WCOC, the proposal and the executed contract.

WCOC will provide the successful Vendor a contract for execution based on the draft attached to
this RFP. If Vendor fails to execute such contract within a reasonable time, WCOC reserves the
right to reject the proposa and award the contract to the next highest scoring Vendor until a
contract is negotiated, or WCOC decides not to contract. The draft of the contract attached hereto
shall only be modified by WCOC and respondents may not modify it.

The term of the contract shall be for the period of one (1) year, renewable at the WCOC' s sole
discretion for no more than two (2) subsequent one (1) year periods. The contract with selected
consulting firms may be terminated if any changes are made to the WCOC or to the authority of the
WCOC over BWC' sinvestment activities.

6.4  Contract Compliance
During the term of this contract, the WCOC shall be responsible for monitoring the consulting
firm's performance and compliance with the terms and conditions of the contract. It is specifically
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understood that the nature of the services to be rendered pursuant to any contract resulting from this
RFP are of such anature that WCOC is the sole judge of the adequacy of such services.

6.5 Contract Termination

If for any reason the consulting firm fails to fulfill its obligations under the contract in atimely and
professional manner, or if the consulting firm violates any of the covenants, agreements, or
stipulations of the contract or applicable Ohio statutes, WCOC shall have the right to terminate the
contract by giving one (1) day written notice to the consulting firm for defaults not subject to cure,
and fifteen (15) days written notice to the consulting firm for defaults subject to cure. Failure to
maintain commercial general liability coverage, or workers compensation coverage will
immediately terminate any agreement made pursuant to this RFP. Notification of such termination
will be by Certified U.S. Mail. If WCOC's representative observes any infraction(s), such shall be
documented and conveyed to the consulting firm for immediate correction. Continued failure on the
consulting firm's part to comply with the terms and conditions of the ensuing contract may result in
the immediate termination of the consulting firm from the contract by WCOC. In the event that
WCOC executes its right to terminate the contract, the consulting firm shall not be relieved of any
liability for damages sustained by WCOC by virtue of any breach by the consulting firm, and
WCOC may withhold any payment due to the consulting firm, whether the payment is due to the
consulting firm under the contract or otherwise, for the purpose of set off until such time as
damages to WCOC are determined.

6.6  Termination for Convenience

Notwithstanding section 6.5, above, WCOC, in its sole determination, may terminate the contract
with the consulting firm for convenience by giving not less than thirty (30) days notice in writing to
the consulting firm of its intent to so terminate for convenience and the effective date of such
termination. In the event that termination under this provision is elected, the contractor shall
receive payment for work satisfactorily performed as determined by WCOC to the date of
termination.

6.7  Governing Law - Severability

The validity, construction and performance of any contract resulting from this RFP and the legal
relations among the parties to any contract shall be governed by and construed in accordance with
the laws of the State of Ohio. If any provision of any contract resulting from this RFP or the
application of any such provision shall be held by an Ohio court of competent jurisdiction to be
contrary to law, the remaining provisions of the contract shall remain in full force and effect. The
parties agree to submit irrevocably to the jurisdiction of Ohio courts.

6.8  Compliancewith Applicable L aws and Acknowledgment of Fiduciary Status

The consulting firm agrees to comply with al applicable federal, state, and local laws in the
conduct of the work hereunder. The Vendor accepts full responsibility for payment of all taxes and
insurance including workers compensation insurance premiums, unemployment compensation
insurance premiums, all income tax deductions, socia security deductions, and any and all other
taxes or payroll deductions required for all employees engaged by the Vendor in the performance of
the work authorized by this contract. WCOC does not agree to pay any taxes. Failure to have
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workers' compensation or other required insurance in accordance with the RFP shall deem any
resulting contract voidable at WCOC'’ s sole discretion.

The consulting firm acknowledges that the funds subject to a contract under this RFP are a public
trust fund governed by the provisions of Chapters 4121 and 4123 of the Ohio Revised Code. The
consulting firm agrees to adhere to the standard of care and conduct required of a fiduciary under
the WCOC Statement of Investment Policy and Guidelines, as may be amended, Chapters 4121 and
4123 of the Ohio Revised Code, and any applicable federal and state law.

6.9  Publicity

Any use or reference to this RFP by the consulting firm to promote, solicit, or disseminate
information regarding the scope of the contract is prohibited, unless otherwise agreed to in writing
by WCOC. WCOC agrees to be used as areference by the selected consulting firm in other State of
Ohio competitive bid situations.

6.10 Equal Opportunity

In fulfilling the obligations and duties of any contract resulting from this RFP, the Consultant shall
not discriminate against any employee or applicant for employment on the basis of race, religion,
national origin, color, gender, sexua orientation, age, Vietnam-era Veteran status, or disability as
defined in the Americans with Disabilities Act.

The Consultant shall ensure that applicants are hired and that employees are treated during
employment without regard to any of the listed factors. Such action shall include, but not be limited
to the following: employment, upgrading, demotion or transfer, recruitment or recruitment
advertising, layoff or termination, rates of pay or other forms of compensation and selection for
training, including apprenticeship.

The Consultant agrees to post in conspicuous places, available to employees and applicants for
employment, notices stating that the Consultant complies with all applicable federal and state non-
discrimination laws. The Consultant shall incorporate the foregoing requirements of this section in
al of its contracts for any of the work prescribed herein (other than subcontractors for standard
commercia supplies or chemical supplies), and shall require all of its subcontractors for any part of
such work to incorporate such requirementsin all subcontracts for such work.

6.11 Consulting Firm'sLiability

The consulting firm shall hold BWC harmless and indemnify BWC from and against any claims,
demands, losses, and causes of action asserted against or incurred by BWC with regard to personal
injury or property damage which result from or arise out of negligent conduct or intentional acts of
the consulting firm, its agents, employees and subcontractors. The consulting firm shall be liable for
and shall indemnify the Bureau against any and all losses, damages, costs, expenses (including
reasonable attorney fees), liabilities, claims and demands for any action, omission, information or
recommendation in connection with this Agreement constituting a breach or violation of its
fiduciary duties under applicable law, or a materia breach of any agreement, representation,
warranty or covenant made herein by the consulting firm or its agents, except that the consulting
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firms shall have no liability hereunder in the absence of negligence or reckless or willful
misconduct on the part of itself or its agents.

6.12 Conditions Precedent

It is expressly understood by the parties that the contract is not binding on WCOC until such time as
all necessary funds are made available and forthcoming from the appropriate State agencies, and
such expenditure of funds is approved by the Administrator after execution of the contract by the
Vendor but before execution by WCOC. No contract shall be binding upon either party until
receipt by the contracting Vendor of a copy of afully executed contract, and compliance with any
and all conditions precedent.

6.13 Method of Remuneration and Billing Procedures

Project fees will be paid quarterly in arrears upon submission and review of an invoice. Upon
delivery of performance of services, as described on any purchase order placed against the contract
awarded, the consulting firm shall submit hard copy (in duplicate) invoices directly to:

C. Lee Damsdl
Interim Chief Investment Officer
Bureau of Workers Compensation
William Green Building
30 West Spring Street, Level 27
Columbus, Ohio 43215-2256

A proper invoice is defined as being free from defects, discrepancies, errors, or other improprieties
and shall include, but may not be limited to:

e consulting firm's name and address as designated in the RFP;

e consulting firm's federal employer identification (E.l.) number;

e description, including time period (date received and date reported), of services delivered or
rendered as specified in the Purchase Order.

Defective invoices shall be returned to the consulting firm noting areas for correction. When such
notification of defect is sent, the required payment date shall be thirty (30) days after receipt of the
corrected invoice.

Section 126.30 of the Ohio Revised Code, and any applicable rules thereto, are applicable to any
resulting contract and requires payment of interest if, upon receipt of a proper invoice, payment is
not made within thirty (30) calendar days, unless otherwise agreed in writing. The interest charge
shall be at the rate per calendar month which equals one-twelfth of the rate per annum prescribed by
Section 5703.47 of the Ohio Revised Code. In the event that WCOC does fail to make prompt
payment, the consulting firm is entitled to the interest allowed by law. In no event shall such failure
to make prompt payment be deemed a default or breach of contract on the part of WCOC.
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Further, payment shall be made to the consulting firm, in the Firm's Federal E.I. number, and only
as provided for in the response to the RFP. Any changes regarding payment after contract award
will not be permitted. The date of the warrant issued in payment shall be considered the date
payment is made. The consulting firm's payment shall not be initiated before a proper invoice is
received by WCOC.

6.14 Workers Compensation

The consulting firm shall submit with its proposal a copy of the certificate proving that the
consulting firm and its agents are covered by Workers Compensation, Employees' Liability and/or
consulting firm's insurance in amounts sufficient to satisfy all claims that might arise from its acts
or those of the employees and agents. The consulting firm is responsible for ensuring contractually
that any subcontractors maintain workers compensation insurance at al times during the term of
the resulting contract. Failure to maintain coverage at any time during the term of any contract shall
be deemed a material breach of the contract. Such failure may cause WCOC to terminate the
contract at the WCOC'’ s sole discretion.

6.15 Commercial General Liability

The consulting firm shall carry commercial general liability insurance with limits of not less than
twenty five million dollars ($25,000,000.00) from an insurance carrier authorized to do businessin
Ohio. A minimum of fifty million dollars ($50,000,000.00) is preferred. Please indicate your level
of coverage. Failure to maintain coverage at any time during the term of any contract may be
deemed a default. Upon any such failure, the contract may be deemed void in its entirety.

6.16 Default by Consulting Firm

WCOC declares and the consulting firm acknowledges that WCOC may suffer damages due to the
failure of the consulting firm to act in accordance with the requirements, terms, and conditions of
the contract. WCOC declares and the consulting firm agrees that such failure shall constitute an
event of default on the part of the consulting firm. The consulting firm agrees that if WCOC does
not give prompt notice of such a failure, that WCOC has not waived any of its rights or remedies
concerning the failure by the consulting firm.

6.17 Inspection of Time Recordsand Work-papers

WCOC reserves the right to inspect the records and work-papers of the consulting firm or any of its
subcontractors to determine the validity of billings for work performed. Adequate records to
support these charges must be maintained. Documentation must be retained for review for at least
three (3) years subsequent to final payment.

6.18 Ohio ElectionsLaw

By signing a contract, the consulting firm affirms that, as applicable to the selected consulting firm,
no party listed in Division (I) or (J), (Y), or (Z) of Section 3517.13 of the Ohio Revised Code or
spouse of such party has made, as an individual, within the two previous calendar years, one or
more contributions totaling in excess of $1,000.00 to the Governor of Ohio or lieutenant governor
or to the campaign committee of any candidate for the office of governor or lieutenant governor.
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6.19 Drug-Free Workplace

The consulting firm agrees to comply with all applicable state and federal laws regarding drug-free
workplace. The consulting firm shall make a good faith effort to ensure that al of its employees, if
working on state property, will not purchase, use or possess illegal drugs or acohol or abuse
prescription drugs in any way.

6.20 Intellectual Property & Confidentiality

All materias, surveys, analysis and reports developed or used by the consulting firm shall become
the property of WCOC as a work-made-for hire.  WCOC shall have an unrestricted right to
reproduce, distribute, modify, maintain and use the materials, surveys, analysis and reports, and the
consulting firm shall not obtain copyright, patent or other proprietary protection for these items.
The consulting firm relinquishes any and all copyrights, privileges and proprietary rights to these
items. The consulting firm shall not include in the materials, surveys, analysis and reports any
copyrighted matter, unless the copyright owner gives prior written approval to such copyrighted
matter provided herein.

The consulting firm agrees to keep all data, information and documents furnished by the WCOC or
by BWC under this Agreement in strict confidence. The consulting firm agrees to use any
confidential information to which it has access during the work under this Agreement only for the
purpose of completing work under this Agreement. Further, the consulting firm agrees to use the
same degree of care that it uses to protect its own confidential, trade secret or proprietary
information from unauthorized disclosure, but in no event less than a reasonable degree of care.

6.21 Assignment and Consulting Firm’s Reor ganization
Neither the contract nor any rights, duties or obligations described herein shall be assigned by either
party hereto without prior, express and written consent of the other party.

If the consulting firm changes its business organization or identity from that described in its
proposal before the contract is signed by both parties or before work pursuant to the contract
commences, that change may be deemed a material change by the WCOC, if the contractor was
selected based in part on its experience, corporate structure, responsibility or conflicts of interest,
which factors have changed. The WCOC may withdraw the contract award or it may declare the
contract void ab initio and may select another finalist for a contract under this RFP.

If the consulting firm changes its business organization or identity from that described in its
proposal at any time after work pursuant to the contract commences, the consulting firm must
immediately notify the WCOC of the change and that change may be deemed a material change by
the WCOC, and may be deemed grounds for terminating the contract under this RFP.

6.22 Subcontracting

No subcontracting will be permitted without prior written approval by the WCOC or its designee.
However, the WCOC's approval will not serve to modify or abrogate the responsibility of the
Vendor for the acts, omissions, nonfeasance, malfeasance, or misfeasance of any and al
subcontractors.
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6.23 Unresolved Finding for Recovery

The vendor warrants that it is not subject to any unresolved finding for recovery issued by the
Auditor of State within the meaning of Ohio Revised Code Section 9.24; provided, however that if
the vendor is subject to afinding for recovery pursuant to Section 9.24 (A) and the vendor qualifies
for and has taken the necessary steps to resolve the finding for recovery pursuant to Section 9.24
(B), the vendor must provide WCOC with specific documentation regarding the resolution prior to
the award of the contract under this Request for Proposals. If it is discovered after the contract has
been awarded that the vendor was subject to an unresolved finding for recovery on the date the
contract was awarded, the contract will be declared "void ab initio", and WCOC will not pay for
any services rendered or goods delivered under the contract.

6.24 No Secondary Interests

The consulting firm represents and warrants that in the event of any consulting firm’'s referral to
WCOC to any third party to sell, license, or furnish hardware, software, services, or other items to
WCOC, such referral shall not result in any such third party’s payment to the consulting firm (or to
any partner, director, principal or affiliate thereof) of any monetary consideration, referral fee,
finder’'s fee or anything else of value. For breach of the above warranty, the consulting firm shall
promptly pay to WCOC the full amount (or cash equivalent) of the consideration received from the
third party for the referral.

The consulting firm represents and warrants that the work to be performed under this RFP will be a
complete work product, not requiring any subsequent, additional purchase from the consulting firm.

6.25 Key Employee Credentials

It is expressly understood that the consulting firm's selection is based in part on the credentials of
the consultants proposed in the Contractor’s proposal. Any substitution for key personnel during the
course of the contract shall be deemed a material breach unless substituted employee’s credentials
are submitted to the WCOC and approved by the WCOC prior to substitution.

rfpcons85g.doc
August 31, 2005
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7.0 DRAFT CONTRACT

DRAFT
AGREEMENT
between
OHIO BUREAU OF WORKERS COMPENSATION
and
CONSULTING FIRM'SNAME

Thisis an Agreement by and between Consulting Firm’s Name, (hereinafter referred to as the "Consulting Firm"), having
offices at Address from W-9 Form, and the State of Ohio, Bureau of Workers Compensation (hereinafter referred to as the
"Bureau"), on behalf of the Workers' Compensation Oversight Commission, having offices at 30 W. Spring Street, Columbus, Ohio
43215-2256, entered into the day, month and year set out below.

Wher eas, the Workers Compensation Oversight Commission issued a Request for Proposals B#06005 for SERVICES OF
A FULL SERVICE INVESTMENT CONSULTANT, and the Consulting Firm submitted a proposal determined by the Workers
Compensation Oversight Commission to be the best responsive and responsible response to the Request for Proposals;

Now, therefor e, the parties hereto mutually agree to perform the contract in accordance with the Request for Proposals
and the Consulting Firm’s Proposal, which are hereby incorporated by reference asif fully rewritten herein. Furthermore the parties
agreethat if there is any conflict between the Request for Proposals and the Consulting Firm's Proposal, the Request for Proposals
controls.

SCOPE OF SERVICES. The Consulting Firm agrees to perform the services described in the RFP under Scope of Services, Section
3.2, Paragraphs 1 through and including 10; Section 3.3, Paragraphs 11 through and including 13; Section 3.4, Paragraphs 14 through
and including 19; Section 3.5 Paragraphs 20 through and including 31; Section 3.6 Paragraphs 32 through and including 36; and
Section 3.7, Paragraphs 37 through and including 47. (Please note: If multiple consulting firms are selected, this Scope of Services
provision will detail only those services to be provided by the contracting consulting firm for each contract.)

CONDITIONS PRECEDENT. The parties agree that as a condition precedent, any applicable approvals of the Office of Budget
and Management must be given before obligations under this Agreement commence.

FEES. The parties agree that the Consulting Firm shall submit monthly invoices for services rendered not to exceed (method and
rate of billing-may be separate provisions for individual services described in Scope of Services). Total costs for Fiscal Y ear 2006
shall not exceed the amount of X dollars ($X).

TERM. The parties agree that services under this contract shall commence on starting date, 2005, and shall continue until ending
date. At the sole discretion of the Workers' Compensation Oversight Commission, this contract can be renewed for no more than two
(2) additional one (1) year terms.

In witness wher eof, the parties hereunto affix their signatures this day of , 2005.
CONSULTING FIRM'SNAME On Behalf of the WORKERS COMPENSATION
TAX ID: OVERSIGHT COMMISSION, STATE OF OHIO, BUREAU

OF WORKERS COMPENSATION

Printed Name: TinaKielmeyer, Administrator
Title: Administrator

Filename.doc

Date Contract Offered
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REQUEST FOR PROPOSALS
by the

STATE OF OHIO

WORKERS’ COMPENSATION OVERSIGHT COMMISSION of the
BUREAU OF WORKERS' COMPENSATION
for

SERVICES OF A FULL SERVICE INVESTMENT CONSULTANT

August 31, 2005

READ ALL CONDITIONS AS SET FORTH IN THIS REQUEST FOR PROPOSALS (RFP) FOR
A FULL UNDERSTANDING OF THE REQUIREMENTS.

1.0 BACKGROUND AND NATURE OF PROJECT

1.1  Purpose of the Request for Proposals

The purpose of this RFP is to locate and contract with a consulting firm(s) that has(have)
demonstrated experience with, and success in general investment consulting and several specific
duties, more fully described in Section 3 of this RFP to the Workers' Compensation Oversight
Commission (WCOC) and the Ohio Bureau of Workers Compensation (BWC) in their investment
efforts.

References in this document to a firm, vendor, contractor, consultant and similar nomenclature in
the singular are to be interpreted in the plural, to potentially represent more than one provider.

In the past, the BWC has retained Callan, Ennis-Knupp and others to provide specific services, such
as asset allocation, performance measurement and others. Investment activities and oversight at the
BWC are undergoing significant scrutiny and anticipated change. The WCOC seeks a
comprehensive range of consulting advice and services provided in an integrated manner. The
selected investment consulting firm(s) will play akey rolein guiding the portfolio and related
processes in the future, leading to the establishment of best practices which are critical to the
success of the largest exclusive state insurance fund system in the United States. The selected firm
will serve an independent oversight function with respect to all BWC portfolios, including those
internally managed, in support of the WCOC’ sfiduciary duties.

The selected investment consulting firm will report directly to the WCOC (or selected members
thereof) and operationally work closely both with the WCOC and BWC Investment Staff.

Given the breadth of services under consideration, the WCOC will consider more than one
relationship to ensure best-of-class service for all of its needs. Each respondent should indicate their
areas of professional emphasis, competitive strength and excellence, as a split mandate or grouping
of services may be required to achieve the best result for the WCOC and the BWC. Examples of
natural splits could include private vs. public asset classes; ability to analyze and integrate
insurance (vs. pension) liability and surplus characteristics in an asset-liability management
framework; policy-ALM-asset allocation-benchmarks group vs. manager selection-manager
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eva uation-performance measurement groupings. These are provided only as examples and do not
represent our targeted segmentation. Respondents without full expertisein all areas of this RFP are
neverthel ess encouraged to respond.

1.2 BWC Background

Under the mandates of the Ohio Revised Code (ORC), the Ohio Workers Compensation System is
the largest exclusive state insurance fund system in the United States, with assets of $14.5 billion
and annua insurance premiums and assessments of $2.1 billion. The Ohio Workers' Compensation
System consists of BWC, responsible for administrative and insurance functions, and the Industrial
Commission of Ohio (IC), responsible for claims adjudicative functions. BWC exercises fiduciary
authority with respect to the State Insurance Fund (SIF) and related ancillary accounts. These funds
are held for the benefit of the injured workers and employers of Ohio. It is from this fund that all
claims for both medical and compensation for disability benefits are paid with the exception of self-
insured claims. Self-insuring employers have been granted the status of self-insurance by having
proven ability to meet certain obligations set forth in the ORC 4123.35. Self-insuring employers
administer their own workers compensation claims and are monitored by BWC. Presently, BWC
processes claims, pays compensation and medical benefits to injured workers and underwrites
workers compensation coverage for employers doing business in Ohio. BWC also offers safety
training and accident prevention programs to employers and hel ps injured employees return to work
through rehabilitation programs. The WCOC oversees BWC's activities, and functions as a
fiduciary.

In 2004, BWC provided coverage to 288,709 employers and received 189,046 claim applications
for workers' compensation benefits. Benefits paid out in 2004 totaled $2,093,451,987.

1.3 BWC Investment Program Background

In accordance with Ohio Revised Code Section 4123.44 and the Investment Policy in force as
approved by the WCOC, the WCOC seeks to retain the services of an investment consultant(s) to
facilitate the WCOC's and the BWC's efforts in the investment of the surplus and reserves
belonging to the State Insurance Fund and al ancillary funds.

Prior to 1997 BWC invested the State Insurance Fund with five outside managers as well as an
internal investment staff to manage an index fund. In 1997 BWC released itsfirst of many RFP' sto
outsource more of the State Insurance Fund’ s assets to encourage emerging and minority managers
to apply to manage BWC assets with the objective to better diversify the State Insurance Fund and
increase returns. Since 1997 BWC has contracted with 199 outside management firms and is
currently under contract with 137 active management firms. We anticipate that this number will fall
materially and respondents can assume a more norma number in the development of their
proposals.
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FUND

SUMMARY OF BWC ASSETS

MARKET VALUE, in Millions
(May,31, 2005)

|. State Insurance Fund
A. Equities ($1,967 non-US)
(the equities are mostly actively
managed by 54 advisors)

B. Fixed Income

(the Fixed Income portfolios are
actively managed by 19 advisors)

C. Private Equity (actively managed by 65

outside managers)

D. Cash

(the Short Term portfolio is managed by JPMorgan)

I1. Disabled Workers' Relief Fund

I11. Coal Workers' Pneumoconiosis Fund

IV. Public Workers Rdlief Fund

V. Marine Industry Fund

V1. Self Insuring Employers’ Guaranty Fund

14  Calendar of Events
RFP made public and issued

Open period for respondents’ question submission via emall

Responses by WCOC to al questions published on web site, on or before

Deadline for submissions of Proposals

$14,351 million

$6,349

$6,931

$954

$117

$1,047
$215
$19
$14

$8

August 31, 2005

Aug 31 — Sep 13, 2005

Sep 17, 2005

September 22, 2005

Evaluation Committee Review

Interviews

Oct 14 — Oct 20, 2005

Oct 21 —Nov 8, 2005

WCOC Meeting — Final selection decision

2.0 PROPOSAL SUBMISSIONS AND INQUIRIES

November 17, 2005
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21  Communications Restrictions

General assistance will be available to consulting firms who seek clarification on specific sections
of this RFP. However, WCOC members and BWC employees or representatives shall be prohibited
from responding to any inquiries where there is a potential for bias or favoritism or appearance of
impropriety due to persona or potential conflicts of interest. Any and all communications relating
to this RFP shall be directed to the e-mail below. Communications directed elsewhere and not
written may result in disqualification of the consulting firm. All WCOC responses to questions will
be in writing and will be made available to all respondents to this RFP via the web site described
below.

C. Lee Damsel
Interim Chief Investment Officer
Ohio Bureau of Workers Compensation
E-mail: BWCFull Servicel nvestmentConsultantRFP2005@bwec.state.oh.us
Web Site: www.ohiobwc.com

If the vendor attempts or undertakes an unauthorized communication, the WCOC reserves the right
to regject that vendor’s proposal, without evaluation. The WCOC shall not be responsible for any
vendor’s reliance on any information regarding the RFP or any work hereunder if the information
was provided by any source other than through thisinquiry process.

2.2  Proposal Submittal

Consulting firms must carefully review all elements of their final proposals. Once received by the
WCOC, a proposa cannot be atered. Seven (7) complete, sealed and signed copies of each
proposal shall be submitted for evaluation. Proposals shall be clearly marked "WCOC Investment
Consultant, Bid Number B0O6005” on the outside of the envelope. FAX transmittals will not be
accepted. All copies must be received by BWC together and in atimely manner.

Proposals must be sealed, and received by 2:00 P.M. local time on SEPTEMBER 22, 2005.
Proposals delivered after the deadline will not be accepted nor evaluated, and shall be deemed non-
responsive. Proposals will be opened publicly after the 2:00 P.M. deadline at BWC.

If mailing proposals, vendors should allow for sufficient mailing time to ensure timely receipt by
the Purchasing Department. All mail and deliveries can be expected to undergo package security
screening (amounting to approximately one hour) before receipt in the Purchasing Department.
Vendors must anticipate this additional time when arranging for mail or delivery of proposals. If
attending the opening, vendors must bring photo identification and should allow for additional time
for personal security screening (amounting to approximately twenty minutes) and for package
security screening (amounting to approximately one hour) if they are also delivering their proposals
in person at that time.

Submit compl ete copies of the proposal to:

BY MAIL OR HAND-DELIVERED:
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mailto:BWCFullServiceInvestmentConsultantRFP2005@bwc.state.oh.us

Ohio Bureau of Workers Compensation
Purchasing Department
William Green Building
30 West Spring Street, Level 24
Columbus, Ohio 43215-2256

PLEASE MAKE SURE THE PROPOSALSARE DELIVERED TO THE PURCHASING
DEPARTMENT ON THE 24™ FLOOR BY 2:00 PM. PROPOSALSDELIVERED TO
OTHER LOCATIONSMAY NOT BE RECEIVED BY THE PURCHASING
DEPARTMENT INATIMELY MANNER. ONLY PROPOSALSRECEIVED IN THE
PURCHASING DEPARTMENT BY 2:00 PM ON THE DUE DATE WILL BE OPENED
AND CONSIDERED.

2.3 Changestothe RFP by the WCOC

The WCOC reserves the right to amend specific sections of this RFP at any time during the bidding
process. In the event that the WCOC does amend the RFP during the bidding process, the WCOC
will provide notice to prospective consulting firms, to the fullest extent possible.  Should the
WCOC issue an addendum to this RFP, additional time may be given to all prospective consulting
firms, if appropriate, to extend the deadline to accommodate needed changes in proposal.

24  Consulting Firm Costsfor Responses Not Reimbursable by WCOC
The WCOC shall not be liable for any costs incurred in responding to this RFP, including the costs
of proposal preparation and any travel relating to the proposal process.
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3.0 SCOPE OF SERVICES
31 General

Proposals are hereby solicited for general investment consulting services to be provided to the
WCOC.

In general, the successful firm will assist the WCOC in establishing goals and risk targets,
investment policy review and compliance, strategic investment planning and asset allocation
decisions that integrate an assessment of the BWC'’ sinsurance liability characteristics and surplus
levels. Thisfirm will support efforts to select managers and in their ongoing evaluation. The
successful firm will be responsible for providing timely, accurate, and meaningful performance
reporting (absolute and risk-adjusted results and brokerage activity) to the WCOC and support the
development of appropriate market and competitive benchmarks. The WCOC will rely on both the
consultant(s) and Staff for investment support and recommendations, depending on levels of
expertise. The selected firm will provide to the WCOC an independent assessment of major Staff
recommendations and proposed actions as requested by the WCOC. The selected firm should bring
its marketplace expertise to share with the WCOC best practices on governance issues. The
investment consultant may also be asked to provide other services as required by the WCOC and/or
the Investment Staff.

The WCOC isinterested in understanding respondents expertise in delivering these servicesin
both the insurance industry as well as other institutional settings. As such, we are interested in this
information for each of the insurance vs. pension/like plans.

The firm will servein afiduciary capacity and by signing a contract affirms this fiduciary status,
without qualification.

Key consulting services sought are identified as follows:

3.2  Investment Performance Analysis and Reporting: Monitoring and Attribution
Consulting firm’ s activity to include:

1. Generation of AIMR-compliant (CFA Institute) written reports on a monthly, quarterly and
annual basis reflecting monthly, quarterly, year-to-date, and extended time period
investment performance analysis, including individual asset class, individual manager and
total fund performance, consistent with respective benchmarks/performance objectives
(including style benchmarks), guidelines, and risk levelsin aformat developed by the
consulting firm and approved by WCOC staff. These reports should include return
attribution characteristics and analysis and explanation of investment performance relative
to agreed upon benchmarks, on an absolute and risk-adjusted basis. Also require
recommendations for increase/decrease in funding or terminations if applicable. Provide a
fee quote to generate performance reports on each of the Bureau’s advisors.
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3.3

10.

Assist WCOC staff in the analysis of investment managers' investment activity and results
relative to their compliance with the terms of BWC' s Investment Policy as adopted by the
WCOC including, without limitation, an evaluation of the manager’ s performance for
consistency with style, benchmarks and performance objectives and guidelines.

Advise WCOC staff on questions and issues that arise in the course of monitoring managers,
e.g., on appropriate benchmarks, investment guidelines and fee structures for various
managers.

Provide performance measurement, monitoring, attribution, style analysis, and risk analysis
for 1) total portfolio, 2) all asset categories (including private equity) 3) all individual
external managers and 4) all portfolios managed internally by BWC Staff.

Monitor and report on managers brokerage allocations and effectiveness.

Assist Staff in reviewing written guidelines with respect to establishing cause for
terminating an external manager if necessary. Prepare analyses on problem managers, as
needed.

Evaluate internal and external managers performance consistent with their
benchmarks/performance objectives (including style benchmarks), guidelines, and risks
undertaken. Rank managers, including internally managed accounts, against a relevant
universe.

Provide benchmark evaluation, implementation, and analysis, as requested.

Compare total portfolio investment performance to custom policy benchmark to demonstrate
the value added by active management (if any).

Provide an evaluation of the value-added specifically from the consulting advice provided
by the firm.

Investment Manager Search/Selection Support: Identification, Evaluation,
Recommendation

Consulting firm’ s activity to include:

11.

Maintenance of broad manager data bases that provide detailed information pertaining to
investment managers, including philosophies, organization, performance, track record, client
base, risk statistics, staff turnover, etc. Manager information should be available for a broad
range of manager types by investment sector (equity, fixed income, international, et a); by
investment style, e.g., large, mid and small capitalization securities, value, growth, et a, in
the equity area; broad range of geographical dispersion by product and location, e.g., money
center firms, regional firms, etc.; data assisting in the identification and analysis of emerging
investment firms.
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34

3.5

12. Assisting WCOC staff in determining the need for managers of particular characteristics and
styles based upon investment policies, objectives and strategies, and developing
specifications for manager searches.

13. Assisting WCOC staff in conducting manager searches, including the development of any
necessary RFPs, evaluation factors and methods, preparation of background material, and
any necessary screening and interviewing of candidates in conjunction with BWC personnel
or its designees. The fee for each search should be itemized individually in the fee proposal.

Investment Manager Evaluation/Oversight Duties:
14. Support and provide on-going monitoring of internally and externally managed accounts (by
asset class). Report to the WCOC, as necessary, concerning those accounts.

15. Maintain a broad database of investment managers including their philosophies, styles, fee
schedules, portfolio characteristics, firm characteristics, performance, and client base. The
manager database should include domestic equity, fixed income, international equity,
private equity and currency management/overlay specialists.

16. Provide recommendations concerning manager allocation and structure. In the event the
WCOC should engage in one or more manager searches during the contract term, assist
Staff, as requested, with duties which may include but not be limited to, development of
Requests for Proposals (RFPs), development of evaluation factors and methods, preparation
of background material, interviewing managers, and making recommendations concerning
the selection of managers.

17. Advise the WCOC and Staff on questions or issues that arise in the course of administering
the overal investment management program. For example, provide advice on appropriate
benchmarks, investment guidelines or fee structures in the case of external managers.

18. Evaluate and make recommendations for Ohio BWC's purchase of software to aid in
internal analysis of investment managers, portfolio performance, structure and risk. This
task would be performed infrequently.

19. Provide investment manager compliance monitoring, including compliance monitoring for
the internally managed accounts.

I nvestment Policy Deter mination, Review and M odification & Asset Allocation
This activity will include:

20. Assist WCOC and Staff in confirming/establishing investment objectives and risk tolerance
for both investment and operational risks.

21. Analysis of and recommendation for an asset allocation policy that captures the
asset/liability relationship underlying BWC' sinvestable funds and fully reflects the
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22.

23.

24,

25.

26.

27.

28.

29.

30.

31

actuarially projected stream of liabilities and the actuarial assumptions adopted for BWC's
invested assets, on a stochastic basis (i.e., reflecting both expected outcomes and non-
expected or tail events).

Integration of applicable legal parameters/restrictions under which BWC investment
policies must be effected. BWC and/or AG-assigned counsel will provide a summary of the
key legal restrictions.

Assist review and development of Investment Policy as supplied by BWC Investment staff
relative to an appropriate statement fully expressing the supporting structure of BWC's
objectives and strategies.

Development of comparative investment benchmarks against which the returns of the
overall fund and individual investment advisors may be appraised in setting performance
goals and monitoring performance.

Development of risk/return characteristics of the asset mix as awhole and of each asset
category and manager style.

Insights into alternative portfolio structure issues, e.g., active vs. passive management,
internal vs. external manufacturing.

Generation of appropriate proxy voting policies and procedures in consultation with BWC
staff and counsel.

Participation with BWC staff in generating finalized investment policy document to be
submitted to WCOC for approval.

Provide to the WCOC an independent assessment of major Staff recommendations and
proposed actions.

Provide recommendations concerning long-term investment policy, investment objectives
and strategy, including manager continuation policies and rebalancing policies.

Provide recommendations concerning risk management strategies
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3.6

3.7

33.

34.

35.

36.

37.

38.

39.

40.

41.

Service Requirements
32.

Meetings: During an initial start-up transitional period, regular and frequent meetings
(perhaps monthly) are anticipated. Subsequently, quarterly and annual
meeting/presentations involving the WCOC will be required. Quarterly meeting with the
Chief Executive Officer, Chief Investment Officer, and the Chief Financial Officer, and
members of BWC’s Investment Department is anticipated. Costs to attend such meetings
are to be borne by the consulting firm at its own expense. The consulting firm should be
aware that meetings required by unforeseen events may be required on occasion.

Reports: The preparation of detailed, timely and summary reports on all investment
activity conducted on behalf of the BWC'’ s investment portfolio, including reporting on
each manager as well as the composite. In addition, monthly and quarterly reports will
measure managers, and total fund results against an objective set forth in the approved
investment policy. The format of such reports will have been mutually determined by the
consulting firm and investment representative from WCOC.

Coordination with WCOC and BWC legal counsel: The selected firm will be expected
to coordinate with Legal counsel selected by WCOC or BWC on arange of issues—e.g.,
Private Equity fiduciary legal work

Standard of Care: The selected consulting firm shall, in performing any work under a
contract resulting from this RFP, exercise at all times the diligence and standard of care
required of afiduciary under applicable Ohio and federal law.

Transferability of Data: The consulting firm will maintain historical data on the Bureau in
aformat that can be easily transferred to the Bureau or another consulting firm upon
termination of the consulting agreement.

Resear ch, Educational Capabilitiesand Client Relations:

Provide WCOC with insight into a governance model that leverages the marketplace's
thought leaders. This should include areview of internal vs. external management models,
staffing, 1T capabilities, accounting, custody, control systems and auditing structures.

Provide the WCOC with an independent perspective of Staff’s key recommendations.

Provide investment education and training to the WCOC and Staff on a periodic basis, as
requested.

Proactively advise the WCOC and Staff of new investment vehicles and techniques or
major changes in existing practices within the industry and, upon request, prepare a
comprehensive analysis and make recommendations.

Participate in annual planning session with Investment Staff.
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42. Provide assistance on special projects, as needed.
43. Participate in ad hoc workshops on specific issues designated by the WCOC and Staff.
44. Take an active role in planning and conducting the annual investment strategy meeting.

45. Respond in an agreed-upon and timely manner to WCOC members and/or Staff inquiries
between meetings.

46. Share al firm research, including white papers, and provide access to the research staff.

47. Report any significant changes in the consulting firm’s organizational structure and staffing
in timely manner to WCOC.

WCOC — FuLL SERVICE INVESTMENT CONSULTANT RFP - PAGE 14 oF 36



4.0 PROPOSAL FORMAT
41  Genera
The proposal should be concisely written with attention given to its readability, clarity, technical
exposition, and completeness. When completing the firm’s response to this proposd, it is necessary
to comply with the following directions:
Please be as clear, accurate, and complete as possible. Providing incomplete or misleading
data may lead to disqualification of the proposal and elimination of the firm from the
search process.

If the firm has offices in more than one location, when completing responses to questions
followed with an asterisk (*), please provide the requested information for each of
the following: 1) the office location proposed to serve WCOC, and 2) al U.S. office
locations in aggregate.

These instructions describe the required format for proposals and have been designed to ensure
submission of information essential to timely evaluation and complete understanding of the content
of proposals. Proposals which do not comply with al the requirements of this RFP shall be
considered non-responsive. Proposals submitted shall follow the format described below.

4.2  Cover Letter

Please complete all questionsin the order they are presented in this RFP and number your responses
identically. A cover letter, which will be considered an integral part of the proposal, must be signed
by the individual (s) who is/are authorized to bind the Proposer contractually. This cover letter must
indicate the signer is so authorized and must indicate the title or position that the signer holdsin the
Proposer’sfirm. The cover letter must contain a statement that the firm acknowledges that all
documents submitted pursuant to this request for proposal process will become a matter of public
record.

Please note: The entire proposal, including any attachments, addenda, schedules, or other separate
documents should NOT contain any information the proposer believes qualifies as confidential,
proprietary or trade secret information, unless the proposer intends to waive such rights. Any claim,
notes, captions, headers, or footers attempting to reserve confidentiality or proprietary rights will
result in the disqualification of the proposal.

All proposals are subject to public records reviews and discussions or deliberations in meetings
open to the public.

4.3  Consulting Firm Profile
1. List the owners of the firm (from largest to smallest with respect to ownership) and their
ownership percentage. Please include individuals and al other entities. Identify the
organizational structure, including the firm, parent company, any affiliated companies and
joint ventures.
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10.

11.

If the firm anticipates any near-term changes in its corporate structure, organizational
structure, location, or professional staffing, please indicate the nature of such changes.

For calendar year ended December 31, 2004, please list all services provided by the firm, the
nature thereof, and the dollar revenue or percentage of total income that such services
represent. If the firm has an ultimate parent company, please list the percentage of total
income that the firm’s consulting services represent to the ultimate parent company.

Does the firm or does an affiliate serve as an investment manager for clients?

Does the firm or does an affiliate act as a securities broker-dealer? If yes, please provide the
most recent “focus report” (X-17A5) the firm or the affiliate filed with the Securities and
Exchange Commission.

Do you have any arrangements with broker-dealers under which you or a related company
will benefit if money managers place trades for their clients with such broker-deal ers?

Does the firm and/or any affiliates accept soft dollars as a method of payment for services
provided? If you allow plans to pay your consulting fees using the plan’s brokerage
commissions, do you monitor the amount of commissions paid and aert plans when
consulting fees have been paid in full? If not, how can a plan make sure it does not over-pay
its consulting fees?

If you alow plansto pay your consulting fees using the plan’s brokerage commissions, what
steps do you take to ensure that the plan receives best execution for its securities trades?

Please list the percentage of revenues the firm’'s ultimate parent company received in
calendar year ended December 31, 2004 from the following sources. (Total must add to
100%.)

i Revenues from investment manager clients:

ii. Revenues from brokerage activity:
iii. Revenues from plan sponsor consulting clients:
iv. Revenues from other clients (please specify):

Please list, separately, the total revenue the firm and the total revenue each of its affiliates
received directly or indirectly from investment managers for auditing, actuarial, benefits, or
any other management consulting work in the calendar year 2004.

Please list the dollar value of revenues, commissions or any other benefits the ultimate
parent company received (or a brokerage affiliate received — please specify) as a result of
any type of brokerage activity in calendar year 2004.
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4.4

12.

13.

14.

15.

16.

For 2004, please list the names of all investment management firms from which the firm,
each of its affiliates, and the ultimate parent company of the firm has received any
compensation or has any relationship. Please state the dollar amounts received from each
entity and describe the rel ationships.

What percentage of your plan clients utilize money managers, investment funds, brokerage
services or other service providers from whom you receive fees?

Would the firm be willing to disclose, annually or upon client request, the dollar amount and
nature of all material beneficia relationships, that the firm or any affiliate of the firm,
engages in with investment manager clients? If not, please explain.

Please describe the firm’s conflict of interest policy. If the firm, its affiliates, or the ultimate
parent company provides investment management services, brokerage services, or services
to investment managers, please include an explanation of how this policy, and any other
measures taken by the firm, limit the likelihood that the client could receive investment
advice that is not completely objective.

Please explain in detail any potential conflicts of interest that would be created by the firm's
representation of WCOC. Please include any activities of affiliated or parent organizations
aswell as other client relationships that may affect services to WCOC.

17. Are you registered with the SEC or a state securities regulator as an investment adviser? If

18.

19.

20.

so, have you provided us with all the disclosures required under those laws (including Part |1
of Form ADV)?

Do you consider yourself a fiduciary with respect to the recommendations you provide the
plan?

P ease acknowledge in writing the following:
a Our organization is a person, firm, or corporation registered as an investment advisor
under the Investment Advisor Act of 1940, and functions as afiduciary.
1. Yes/No

Personnel Profile

Please provide the following contact information:
Firm Name:

Contact’s Name:

Contact’s Title:

Contact’s Address:

Contact’s Email Address:

Contact’ s Phone Number:

Contact’ s Facsimile Number:

Firm's Internet (www) address:
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21. Does the firm have offices at other locations in addition to the location listed above?
Yes/No

22. If yes, please list all other office locations and the number of individuals working in each
office. If the firm has multiple offices, please state the office that will primarily serve the
WCOC relationship.

23. Please list the total number of personnel in the firm in each of the following categories for
the past five years. Each person should be assigned to only one category. For 2005, please
list the names of all individuals currently employed by the firm, by category. * Please attach
aresume for each consultant.

Please provide calendar year-end (December 31) data for each year:
2000 | 2001 | 2002 | 2003 | 2004

L ead Consultants
Consultants

Analysts

Firm Management
Economists

Marketing

Client Service
Analytics/Systems

Total Professional  Staff
(above)

24. Please list the number and names of personnel in the firm within each category that your
firm generally uses for classification of professionals. For each category, please indicate the
experience and or qualifications that are required. *

25. Please list the names and number of employees, acting in the role of Lead Consultant or
Consultant that |eft the firm in 2004 and 2005

26. At December 31, 2004, how many professionals were assigned to investment manager
research, selection, and monitoring? Please aso state the name of each individual
assigned.*

Assigned Assigned but not

Full-time AUl
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Public US Equity

Public US Fixed Income

Non-US Equity

Non-US Fixed Income

Private Equity

Hedge Funds

Other (Please Specify)

27. What is the average number and the maximum number (if any) of client relationships
assigned to each of the firm’'s consultants?

28. Please provide a brief description of the firm’s compensation arrangements for professional
staff, including any incentive bonuses, sharing of profits and/or equity ownership. Specific
compensation amounts need not be presented.

29. What specific incentives are employed to ensure key professionals do not leave the firm
either asagroup or individually?

30. When hiring consultants and analysts, what are the qualifications, skills, and experiences
that your firm generally seeks?

31. Please identify the individual (s) who would perform the requested services for WCOC. For
each person, please also provide a biography as well as the following information:
Name:

Title:

Certifications:

Expected role:

Total years of ingtitutional investment experience:

Total years of insurance investment experience:

(Please provide above gquestion in total aswell as split into Life, P& C and Health)
Total years of investment consulting experience:
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4.5

4.6

32.

33.

35.

36.

37.

38.

Total current number of assigned accounts:
Name, plan type, length of relationship, and size of each assigned client account:

Please explain how the team dedicated to the WCOC account would function, including lead
consultant, back-up, quality control and support services. |s there one individua who will
be responsible for quality control for all work done for WCOC?

Please describe the firm’s procedures in the event the key personnel assigned to this account
should leave the firm.

I nvestment Philosophy and Key Strengths

. What key strengths or competitive advantages does the firm possess, that will generate

superior performance and service to WCOC?

Are there common beliefs about the investment markets, which underpin your investment
advice across clients? If yes, please describe them.

Please describe how the firm’'s experience in pension and/or insurance client engagements
makes it a good fit for WCOC’s needs. Please hifurcate your experience and approach to
each of insurance (split into Life, P& C and Health) vs. other ingtitutional clients.

I nvestment Process & Tools

Please list and describe the specific analytical tools and/or software programs used by the
firm with regard to:

General Market & Economic Research

Asset/Liability Modeling and Asset Allocation

Assessment of insurance liability and surplus characteristics

Risk Management

Public Market Investment Manager Oversight, Selection & Monitoring
Private Markets/Real Estate Opportunities

International asset classes

Performance M easurement/Attribution

Other (please specify)

—IOMMUO®>

For the year ended December 31, 2004, what percentage of the firm’'s revenues were
reinvested into the following areas (do not include personnel costs):

General Market & Economic Research

Asset/Liability Modeling and Asset Allocation

Assessment of insurance liability and surplus characteristics

Risk Management

Public Market Investment Manager Oversight, Selection & Monitoring

Private Markets/Real Estate Research

International asset classes

OMMoOO®>
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H. Performance Measurement/Attribution
|.  Other Research or Technology (please specify)

39. Please describe how the firm monitors investment advisors. In 2004, how many in-person
meetings did the firm hold with investment managers (do not include those meetings held at
client conferences or educational forums.)?

40. Please describe the results of each investment manager search conducted by the firm for
clientsin 2004. Please provide the detailsin a chart as the following example demonstrates:

Client Description Search Account Manager Date
Mandate Size SElEsis Hired
Sanford C.
Private pension Small cap
$50 million Bernstein & 01/31/05
plan — Midwest value
Co., Inc.

Public pension
Core Plus $100 million PIMCO 02/28/05
fund — West

41. In the event that BWC manages assets internally in the future, please describe specifically
how the firm intends to monitor the BWC internally managed portfolios. Please describe
the firm’'s experience in monitoring large, internally managed portfolios. How would the
firm’s reporting differ from the reporting the firm would provide to the WCOC concerning
the externally managed accounts?

42. Please describe the firm's experience and capability for assessing an investment manager’s
total performance. Besides investment returns, what key criteria do you consider in your
overall evaluation of an investment manager? At what point would your firm recommend
terminating an investment manager? Please describe how you would handle any
underperformance in the internally managed accounts.

43. Describe how benchmarks are chosen or developed and how performance is compared to
similar portfolios. Can the firm provide custom benchmarks? Style benchmarks? Normal
portfolios? Please indicate whether your firm has ever developed benchmarks, and if so,
please provide a description of the benchmarks devel oped.

44. Please describe your firm's experience and capability for calculating performance. Describe
differences, if any, in the way the firm would calculate performance among different asset
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classes. How would the firm ensure accuracy in the performance calculations? How soon
after receipt of settlement-date accounting data from the custodian would accurate
performance reports be available to present to the WCOC? How do you measure
performance for insurance clients?

45. Describe how performance measurement data would actually be presented at the WCOC
meeting. To what extent will the data summarized or graphically represented? Would all
report data provided to the WCOC? If not, why not?

I nvestment Policy Structure and Asset Allocation

46. Describe the process the consulting firm will utilize in recommending investment policies,
objectives and guidelines for BWC'’ sinvestment structure. Provide specific experience and
approach in doing this with insurance clients. Do you have any experience representing
clients to the rating agencies (e.g., AM Best) on the subject of investments? What degree of
exposure and knowledge do you have of AM Best’ srating criteria?

47. Describe the methodology used by the consulting firm in determining recommended asset
allocation, including asset/liability modeling, determination of expected returns, standard
deviations, correlation with other asset classes, etc. Provide specific experience and
approach in doing this with insurance clients.

48. Describe specifically how the firm’s experience would fit the BWC' sinsurance business,
liability and surplus characteristics. How have you in the past, and how would you integrate
this liability-side with development of policy and asset allocation targets and normal ranges?

49. Describe the consulting firm'’s policy for alterations to the fund’ s asset allocation reflecting
changes in market environment; discuss review process for existing asset allocation and
process for rebalancing, if applicable.

50. Describe the firms experience in and approach to risk management, specifically as
integrated into policy development and Asset/Liability Management. How many insurance
clients have you helped do this? For how long in each case? Which type of insurance client
(Life, P&C, Hedlth)?

51. Indicate the asset classes included for consideration in the consulting firm’s asset allocation
studies, including which subasset classes are employed.

Per for mance M easur ements

52. Describe the consulting firm’ s performance measurement system. Indicate which asset
categories are tracked in the consulting firm’ s performance measurement system; size of
manager/advisor data base; duration of years of usable performance data. Isthe utilized
database generated internally or externally?

53. Describe any advantages the consulting firm perceives for its database relative to
competitors.

54. Indicate the type of analysis normally provided with the consulting firm’s performance
measurement package. Can such reports be customized to better meet BWC fund needs?
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55.
56.

57.

58.

59.
60.

61.

4.9

Describe the firm’ s approach to measure risk-adjusted performance.

How does the consulting firm categorize a manager by style? How does the consulting firm
monitor consistency of style? How large are the individual style databases?

Describe the consulting firm's methodology in calculating individual manager returns.
Include the formula, the frequency of calculation, and the treatment of cash flows and fees.
Arereturn calculations AIMR compliant?

Describe the methods and resources the consulting firm uses for customizing and tracking
benchmarks in analyzing and evaluating portfolio performance.

What period of timeis required to prepare reports?

Describe the process and data needed to input historical BWC performance data into the
consulting firm’s system.

Describe the consulting firm's process for monitoring managers and notifying clients of
developments at management firms.

Resear ch and Educational Capabilities

Information on specific topics of interest (e.g., alternative investments, index composition, current
topics) may be requested by the WCOC or BWC Management. The consulting firm will be
expected to participate in any roundtables or discussions arranged by or for WCOC.

62.

63.

65.

66.

67.

4.10

68.

Describe the consulting firm’ s research capabilities. 1f no separate department exists,
describe how thisfunction is performed. Indicate original research capabilities, research
specialists, and breadth of research expertise and staff.

Describe the manner in which internal and external resources and sources of information are
integrated in the research process.

. Please describe the firm’ s research efforts both for the pension universe, the insurance

universe and any othersyou care to identify.

Please describe the type, subject matter and frequency of research provided to clients. Can
the information be delivered electronically or only by hard copy?

Describe the consulting firm’s process for monitoring industry and market trends affecting
large investment funds.

Does the consulting firm conduct educational programs for its clients? Please describe.
Client Information

Please provide the following information for calendar year ending 2003 and calendar year
ending 2004. Please only include those clients for which the firm currently servesin afull-
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retainer investment consulting relationship. (Performance evaluation services and/or project-
based work alone are not considered full-retainer investment consulting relationships.)
Totals assets served by the firm: *

Total clients served by the firm: *

Number of clients served by the firm (by size and by type): *

Reasons for each client loss in 2003 and 2004. *

$10 Over $50

Lessthan | SLPINON | pitionto | illion | Totd
$1 billion | %10 $50
billion A AUM
billion

Insurance comp. — Insurance
funds

Insurance comp. — Other
(pension, foundation, etc.)

Public Employees Retirement

Union/Taft-Hartley

Corporate Pension
Endowment
Foundation
Hospital
Other
411 References
69. Please provide areference list of at least three current consulting clients with similarly-sized
and structured investment plans; including the name, address and telephone number of the
contact person. Additionally, please provide a list of your public sector clients and your
insurance clients. The consulting firm recognizes that WCOC reserves the right to contact
any or al of the references listed, and may consider the reference when evaluating the
proposal.
412 Project Feesand Performance M easurement
70. Please provide a fee quote for the specific services requested. Please provide one fee for all

services included in this RFP; and another fee for each of those services (e.g., retainer
consulting, manager search, performance measurement/attribution, peer universe
comparison, etc. If the firm provides private markets consulting, please indicate the
estimated fee for private markets consulting services. We anticipate that the number of
subadvisors will fall materially from current levels and respondents can assume a more
normal number in the development of their proposals, or otherwise indicate how fees will
vary as afunction of the number of external subadvisors.
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71. Will the firm confirm that it will not propose increases in the proposed fee structure for the
next 3 years?

72. Please state how the firm — as a consultant — expects to add value to WCOC over the next 3-
5 years. (For example, will it be through manager selection, asset allocation, cost
containment, education, etc.)

73. Please suggest a methodology for measuring the firm's performance as an investment
consultant.

4.13 Litigation, Investigations and Convictions
74. Please describe any litigation or investigation of the consulting firm or of a principal, by the
SEC, a state or federal agency, or any governmental authority. If the consulting firm has
ever been sued or has ever sued another party, please describe such suits.

75. If the consulting firm or a principal has ever been convicted of a felony or agreed to a
sanction or penalty, please explain.

4.14  Subcontracting

If the consulting firm uses the services of a subcontractor, the consulting firm shall identify the
subcontractor; describe the skills and qualifications of the subcontractor and its individual
employees; describe what portions of the project will be assigned to the subcontractor; identify the
cost associated with the portions of the project assigned to the subcontractor; and describe the
inclusive periods and percentage of time the subcontractor will devote to the project. The
consulting firm must describe the contractual arrangement contemplated with each subcontractor
and describe generally the control/del egation of responsibilities anticipated in that arrangement.

WCOC reserves the right to review the credentials of the subcontractor and to approve the selection
of such subcontractor.

The consulting firm's decision to use a subcontractor will not modify or abrogate the responsibility
of the consulting firm for the acts, omissions, nonfeasance, malfeasance or misfeasance of any and
all subcontractors.

415 Conflictsof Interest

The consulting firm shall present a statement at the time of the submission of a proposal that it
presently has no interest and shall not acquire during the term of contract any interest, direct or
indirect, which would conflict with the performance of services which are required to be performed
under the RFP. The consulting firm shall affirm that no person having such interest shall be
employed in the performance of the RFP. The consulting firm shall likewise advise WCOC
immediately in writing in the event it acquires such interest during the course of the contract.
Thereafter, such person shall not participate in any action affecting the work under the Agreement
resulting from this RFP, unless the WCOC shall determine that, in light of the personal interest
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disclosed, such person’s participation in any such action would not be contrary to the public
interest.

The consulting firm shall disclose any existing or prior relationships with WCOC and describe in
detail the nature of that relationship. The consulting firm must provide a disclosure statement
concerning its organizational structure, including subsidiary or parent corporations and/or
organization and ownership information. This statement should disclose any contractual or
financia relationship, either direct or indirect, with any firm, business, company, or corporation.
Any proposal that does not include these assurances will be deemed not responsive to the RFP.

The consulting firm agrees to adhere to al ethics laws contained in Chapters 102 and 2921 of the
Ohio Revised Code governing ethical behavior, understands that such provisions apply to persons
doing or seeking to do business with WCOC, and agrees to act in accordance with the requirements
of such provisions. The consulting firm warrants that it has not paid and will not pay, has not given
and will not give, any remuneration or thing of value directly or indirectly to WCOC or any of its
board members, officers, employees, or agents, or any third party in any of the engagements of this
contract or otherwise, including, but not limited to a finder’s fee, cash solicitation fee, or a fee for
consulting, lobbying or otherwise.

4.16 Workers Compensation
The consulting firm shall submit as part of its proposa a copy of its current certificate of workers
compensation coverage.

4.17 Additional Requested Materials

e A corporate Organization Chart (showing the consulting firm, parent and al affiliates and
subsidiaries).

A current company Annua Report.

Current firm policies related to conflicts of interest.

Most recently filed Form ADV, Parts| and II.

A copy of two recent quarterly client reports (including universe comparison reports).

A detailed description of the composition of the peer universe to which BWC will be compared.
A copy of your firm’'s standard marketing brochure that describes your processes and services.
Any other information you feel would be necessary to gain a complete understanding of the firm
or the servicesit provides.
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