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ARIZONA PUBLIC SAFETY PERSONNEL RETIREMENT SYSTEM

BOARD OF TRUSTEES GOVERNANCE MANUAL

On July 1, 1968, the Public Safety Personnel Retirement System (PSPRS or System) was
established to provide a uniform, consistent and equitable statewide retirement program for
Arizona’s public safety personnel. Separate plans for Arizona’s elected officials (the Elected
Officials’ Retirement Plan or EORP) and corrections officers (the Corrections Officer Retirement
Plan or CORP) were created by the legislature in 1985 and 1986, respectively.

PSPRS provides retirement benefits to nearly 60,000 active plan members, retired plan members,
and surviving beneficiaries, and to more than 300 employer groups (municipalities, agencies, and
districts) throughout the state. These retirement benefits include defined benefit pension plans,
defined contribution retirement plans, a health insurance subsidy program, and a cancer
insurance program.

The System is governed by a nine-member Board of Trustees (Board), which is entrusted with
the fiduciary responsibility to serve all of the System’s members and best protect the financial
health of PSPRS, CORP and EORP to ensure the assets are available to pay the benefits in
accordance with statute.

To better exercise this fiduciary duty, a sound governance framework is essential. The adoption
of this Governance Manual (Manual) by the Board provides key guidance for this framework.
The Manual provides the framework for the Board’s mandate to set policy and oversee the
programs and operations of the System. The Manual will be reviewed periodically and updated
as necessary.

This Manual contains guidance for fulfilling duties and responsibilities of governance and Board
operations through the establishment of Charters of decision-making bodies and committees and
governance policies.

Charters describe the roles and responsibilities of the major policy setting bodies involved in
governance. These include the Board, committees of the Board, officers of the Board, operations
under the direct oversight of the Board, and delegations of authority to the Administrator and
System staff. By clarifying duties and accountabilities, charters help to enhance the efficiency of
the Board’s operations, and the quality of its decisions.

Governance policies provide specific guidance to the Board on how they are to undertake their
duties and set out the expectations of the Board concerning its own conduct and that of individual
Trustees. The Board of Trustees best serves the System when it focuses on delegation of duties and
related oversight, rather than operational details and activities. As the Board has oversight
responsibility, trustees should refrain from participating in or guiding delegated operational
decisions and activities.
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Authority
The authority of the Board is defined in Arizona Revised Statute (A.R.S.) Title 38, Chapter 4,
Article 3 and Chapter 5, Articles 3, 3.1, 3.2,4,4.1,4.2,5.1, 6, and 7.

Principles
The following Board of Trustees governance principles serve as a guide for decision-making and

provide a framework for the development of policies that support effective oversight of the
System:

1) Fiduciary Responsibility: Effective governance of the System requires that the Board
understands its role as a fiduciary when conducting business and making decisions.
a. This fiduciary duty includes representing the interests of all System participants to
ensure the assets are available to pay the benefits as defined in the plans.
b. The Board of Trustees has power and authority as a group, not as individuals.

2) Plan Sustainability: A fundamental responsibility of the Board of Trustees is the
importance of long-term system sustainability based on sound actuarial assumptions,
financial reporting, investment operations, and all related system policies.

3) Oversight: Effective governance of the System also requires that the Board establish an
oversight model that ensures segregation of operational decision-making from oversight
and enables clarity in accountability, efficiency and effectiveness in operations.

a. Good governance requires documented responsibilities that clearly and
meaningfully distinguish the roles of the Board of Trustees and System staff.

b. The Board of Trustees best serves the System when it focuses on oversight and
policy, as opposed to operational details and activities. Effective governance
demands prudent delegation of authority to System staff.

c. The Board shall operate ethically in all matters related to the System and establish
a tone of ethical behavior and integrity, thus setting an example for the System to
respect and follow.
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Definitions
For the purposes of this Governance Manual:

Y

2)

3)

4)

5)

6)

7)

8)

9)

10)

"A.R.S." means the Arizona Revised Statutes.

"Board of Trustees" (or “Board”) means the collection of the individual Trustees appointed
to serve the Public Safety Personnel Retirement System, and has ultimate authority to
manage the retirement system, plans, and to invest and manage its assets.

“Confidential Information” means data and information not in the public domain, known
only to personnel of the Plans and attorneys, advisors and contractors of the Plans, and
which the Plans and/or their attorneys believe is proprietary and/or not required to be
disclosed to third parties.

“Conflict of Interest” means a substantial (that is, not “speculative” and not “remote”)
pecuniary or proprietary interest, direct or indirect, in any Plan contract, sale, purchase,
service, investment or asset by any Trustee or employee of the Plans, as provided in
Title 38, Chapter 3, Article 8 and this Governance Manual.

A "Fiduciary" means those persons or entities with a legal duty to act prudently and in good
faith to run the System solely in the interest of Members and beneficiaries for the exclusive
purpose of providing benefits and paying plan expenses of the System and who exercises
any discretionary authority to manage, invest or manage assets, provide investment advice,
with respect to the System, or serves as a Trustee of the Board of a retirement plan or
system administered by the Board.

“Gift” means any gratuity, special discount, favor, hospitality, service, economic
opportunity or other benefit received without equivalent consideration and not provided to
members of the public at large.

“Staff” means those persons employed by the system, to carry out the day-to-day operations
of the System, ensuring operational compliance with governing statutes through the
development, implementation and monitoring of operational policies and procedures.

"System" means the Public Safety Personnel Retirement System (“PSPRS”), as an agency
that has been created to administer the plans, established under Title 38 with authority to
administrate Chapter 4, Article 3 and Chapter 5, Articles 3, 3.1, 3.2, 4, 4.1,4.2, 5.1, 6 and
7.1 of the Arizona Revised Statutes. These retirement benefits include defined benefit
pension plans, defined contribution retirement plans, a health insurance subsidy program,
and a cancer insurance program.

“Trust” means the Arizona PSPRS Trust created by the Declaration of Trust dated July 24,
2008, establishing a common trust fund for commingling the assets of the Plans as
contemplated by Arizona Revised Statutes §§ 38-803, 38-848, 38-848.02, 38-848.03, and
38-883.

A "Trustee" means a person appointed by the Governor, President of the Senate or Speaker
of the House of Representatives to serve on the Board of Trustees.
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ARIZONA PUBLIC SAFETY PERSONNEL RETIREMENT SYSTEM

1.0 - BOARD OF TRUSTEES CHARTER

Introduction
The Board of Trustees are appointed and have the powers and duties as prescribed in Arizona
Revised Statutes (A.R.S.) § 38-848 and is comprised of nine Trustees as follows:

1) Two Trustees representing law enforcement, one of whom is appointed by the president of
the senate and one of whom is appointed by the governor.

2) Two Trustees representing firefighters, one of whom is appointed by the speaker of the house
of representatives and one of whom is appointed by the governor.

3) Three Trustees representing cities and towns in this state, one of whom is appointed by the
president of the senate, one of whom is appointed by the speaker of the house of
representatives and one of whom is appointed by the governor.

4) One Trustee representing counties in the state and is appointed by the governor.

5) One Trustee appointed by the governor from a nominations process by the Advisory
Committee and the Board of Trustees.

Each Trustee is appointed for a term of five years, for which terms are staggered and expire on the
third Monday in January of the appropriate year.

The Board of Trustees is responsible for the performance of fiduciary duties and other
responsibilities required to preserve and protect the Trust through effective oversight of the
administration of Plans, along with the related defined contribution plans, their individual
disability programs and the Public Safety Cancer Insurance Policy Program.

The Board of Trustees employs an Administrator to implement policy and carry out the operational
management of the System, the Plans, and the Trust. The Board of Trustees is also required to
employ certain advisors and service providers (A.R.S. § 38-848 (M)).

The Board of Trustees is permitted to delegate authority to the Administrator and its advisors and
services providers as it deems prudent and necessary, to segregate operational decision making
from oversight. Such delegation of authority, however, does not relieve the Board of Trustees of
its own fiduciary responsibility, which requires the Board of Trustees to select and oversee the
Administrator, advisors, and service providers in a prudent manner that is consistent with its
fiduciary obligations.

In overseeing the investment and management of the assets, trustees shall exercise the judgment
and care under the circumstances then prevailing, which persons of ordinary prudence, discretion
and intelligence in accordance with §§ 38-848 and 38-848.04 and other provisions of the Arizona
Revised Statutes. The Board of Trustees is also subject to various investment restrictions set out
in §§ 38-848 and 38-848.03 and other provisions of the Arizona Revised Statutes.
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Roles and Responsibilities
The Board of Trustees roles and responsibilities are to:

1y

2)

3)

4)

5)

6)

7)

Meet regularly and abide by the Board of Trustees Operations Policy and the Arizona Open
Meeting Law, A.R.S. Title 38, Chapter 3, Article 3.1.

Approve and monitor the roles and responsibilities of the Board of Trustees, Trustees, and any
standing or special committees of the Board of Trustees.

a) Provide for a Chair and Vice Chair of the Board of Trustees.

b) Ratify persons to serve as Committee members and chairs, as selected by the Chair.

c) Obtain regular updates from Committees regarding oversight activities.

Approve, monitor, and amend as necessary, policies to ensure appropriate governance
practices.

Establish the general direction and objectives of the System through the review, approval, and

monitoring of routine reports that are necessary to ensure full disclosure and transparency to

the Board of all System operations and functions directly, or through the reporting from a

designated committee of the Board, including:

a) Annual strategic and/or business plan.

b) Annual administrative budget.

c) Basic organizational structure of the System (e.g., senior management positions and/or
departments).

d) Risk management activities.

Approve the selection and termination, and roles and responsibilities, of the following service

providers to ensure effective oversight and service of the Board of Trustees fiduciary

responsibilities:

a) Actuarial service providers.

b) Independent external financial auditor.

c) General investment consultant(s) advising the Board.

d) Board legal counsel.

e) Third Party Administrators and other service providers for Defined Contribution Plan
Administration.

f) Board legislative advisors (external lobby services).

g) Any other service providers that are retained to advise the Board.

Delegate the management of the System’s operations and decision making to the Administrator
to ensure separation of decision making and effective oversight by the Board of Trustees. The
Administrator will be empowered to take actions on behalf of the Board that are necessary for
the protection and administration of the System funds or the assets of other plans that the Board
administers.

Review, approve and monitor strategic investment policies and periodic assessments and
studies including:

a) The Investment Policy Statements.

b) Strategic asset allocation.

c) Portfolio liquidity.
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8) Review, approve and monitor actuarial assumptions, methods, assessments, and studies
established to effectuate the goals and objectives of the agency strategic or business plan,
including:

a) Annual valuations.

b) Annual contribution rates.

¢) Actuarial funding policy.

d) Experience studies at least every five years.

e) Actuarial audit after the third year of the actuarial services contract.

f) Employer Requests to Re-amortize Unfunded Liabilities under A.R.S. §§ 38-843(I) and/or
38-891(M).

9) Ensure that appropriate accounting and internal financial control policies and reporting systems
are in place to achieve financial reporting requirements (A.R.S. § 38-848 (L)).

10) Ensure that a fiduciary orientation and education program is in place to assist trustees in
securing the knowledge required to execute their duties as fiduciaries properly.

11) Appoint the Administrator, who serves at the pleasure of the Board of Trustees, approve any
employment agreement(s) and related terms, and review performance.

12) May appoint and maintain an internal audit function and oversee its performance directly by
the Board Chair and Administration Committee Chair, and indirectly through the
administrative oversight by the Administrator, to ensure the internal audit function has
sufficient authority to fulfill its duties.

13) Delegate to the Administrator, in whole or in part, the authority for commencing, settling, or
terminating litigation involving the System or the Plans, subject to policies and procedures
established by the Board of Trustees, if applicable. The Board shall be apprised of all such
litigation matters in a timely manner.

14) Periodically review statutory duties of the Board.

15) May initiate, support, or oppose legislative proposals affecting the System or the Plans
consistent with the Board’s fiduciary duty to the Trust, and may direct the Administrator,
Trustees or the System’s lobbyists to represent the Board of Trustees in this regard. No
individual Trustee or System staff is authorized to represent the Board without the consent of
the Board.
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ARIZONA PUBLIC SAFETY PERSONNEL RETIREMENT SYSTEM

2.0 - CHARTER FOR THE CHAIR AND VICE CHAIR OF THE BOARD OF TRUSTEES

Introduction
The role of the Chair is to provide leadership for the Board of Trustees, to assist in the coordination
of the affairs of the Board, and to preside at Board meetings.

The role of the Vice Chair is to ensure continuity in the leadership of the Board of Trustees by

exercising the powers of the Chair when the Chair is either absent, unwilling, or unable to perform
their duties or complete their term.

Duties and Responsibilities
The Chair will exercise the powers and perform the duties and functions as specified herein:

1) Preside at all Board of Trustees meetings, assuring that such meetings are conducted
efficiently and in accordance with Board policies and Arizona Open Meeting Law, Title
38, Chapter 3, Article 3.1. The Chair shall refer to Robert’s Rules of Order Newly
Revised to resolve any disagreements that cannot otherwise be resolved. The Board
may supplement Robert’s Rules of Order Newly Revised, at their discretion.

2) As the need arises, establish standing or ad hoc Committees of the Board of Trustees,
subject to Board ratification.

3) Select persons to serve as chairs, co-chairs and members on Committees, subject to
Board ratification.

4) Approve the agenda for each Board of Trustees meeting.

5) Act as the spokesperson for the Board of Trustees and the System, or designate a
spokesperson, as appropriate.

6) Be available to support Committee chairs in the exercise of their duties.

7) Execute documents on behalf of the System as required by Arizona law or authorized
by the Board, or delegate such authority to the Administrator, when appropriate.

8) Coordinate the annual performance review of the Administrator.

10| Page



ARIZONA PUBLIC SAFETY PERSONNEL RETIREMENT SYSTEM

3.0 - INVESTMENT COMMITTEE CHARTER

Introduction
The Board of Trustees has established an Investment Committee, which is a standing Committee
intended to assist the Board in overseeing the System's investment program.

Duties and Responsibilities
The Investment Committee will:

1) Meet regularly and abide by the Board of Trustees Operations Policy and the Arizona Open
Meeting Law, Title 38, Chapter 3, Article 3.1.

2)

3)

4)

5)

Report to the Board of Trustees regularly.

The Investment Committee, supported by System staff and investment advisors, is crucial in
assisting the Board of Trustees in overseeing and managing various aspects of the System. The
Committee's key responsibilities include:

a)
b)

c)

d)

Periodically reviewing the Investment Policy Statements set by the Board of Trustees,
recommending modifications as needed to ensure its effectiveness and relevance.
Recommending changes to the strategic asset allocation when appropriate, ensuring that
the Trust's investment mix remains optimized for its goals and risk profile.

Advising the Board on selecting and terminating the System's general investment
consultant(s) and monitoring their performance to ensure they provide valuable support to
the Board of Trustees, the Investment Committee and the System's investment activities.
Supporting the Board of Trustees by analyzing the potential impact of prospective
legislation on the investment portfolio, helping the Board make informed decisions, and
navigating regulatory changes.

Assisting the Board of Trustees in assessing the reasonableness of the assumed earnings
rate, providing insights and recommendations based on market trends, historical data, and
the Trust's specific circumstances.

Monitor the activities and performance of the Trust, including at a minimum:

a)

b)
c)

Compliance with the investment policies of the Trust, including risk and compliance
reporting.

Investment performance of the Trust and each asset class of the Trust.

Performance of the investment consultants advising the Investment Committee and/or the
Board of Trustees.

The Board of Trustees may delegate to the Investment Committee authority to take any other
actions the Board of Trustees deems appropriate.
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ARIZONA PUBLIC SAFETY PERSONNEL RETIREMENT SYSTEM

4.0 - ADMINISTRATION COMMITTEE CHARTER

Introduction

The Board of Trustees has created an Administration Committee, which is a standing Committee
of the Board of Trustees. The Administration Committee is intended to assist the Board of Trustees
in overseeing the operations, audit, legislative and governance functions of the System.

Duties and Responsibilities
The Administration Committee will:

1) Meet regularly and abide by the Board of Trustees Operations Policy and the Arizona Open
Meeting Law, Title 38, Chapter 3, Article 3.1.

2)

3)

4)

Report to the Board of Trustees on a regular basis.

With the assistance, advice, and recommendations of System staff and appropriate advisors,
the Administration Committee will provide support to the Board of Trustees in overseeing,
monitoring, and recommending changes, as needed, regarding the following aspects of the
System:

a)
b)
c)
d)

Annual strategic and/or business plan.

Annual administrative budget.

Benefit administration, operations, and communications.

Service quality to members and stakeholders.

Risk management activities.

Legislative initiatives of the System and legislation that would impact the System’s Plans
and/or its participants and beneficiaries.

Financial reporting and related actuarial practices.

The System’s internal audit and compliance functions, as defined in their respective
charters.

Performance of service providers and advisors that are selected by the Board of Trustees,
not already overseen by other committees.

Specific responsibilities of the Administration Committee include:

a)

b)

Reviewing new or revised policies recommended by management concerning Board

governance, audit, actuarial, funding, and benefit administration, and in turn report to the

Board of Trustees for its review and consideration.

Reviewing the recommendations of management, and relevant support, as to the selection

or termination of the following service providers and advisors that are selected by the

Board of Trustees and in turn submitting them to the Board of Trustees for its review and

consideration:

1) Actuarial service providers.

i1) Independent external financial auditor.

ii1) Board legal counsel.

iv) Board legislative advisors (external lobby services).

v) Any other service providers that are retained to advise the Board, not already overseen
by other committees of the Board.
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5) The Board of Trustees may delegate to the Administration Committee authority to take any
other actions the Board of Trustees deems appropriate.
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ARIZONA PUBLIC SAFETY PERSONNEL RETIREMENT SYSTEM

5.0 - Public Safety Personnel Retirement System Defined Contribution Plans’
Administration Committee

Introduction

Board of Trustees has established a Public Safety Personnel Retirement System Defined
Contribution Plans’ Administration Committee (“DC Committee”), which is a standing Committee
of the Board of Trustees and is intended to assist the Board of Trustees in duties and responsibilities
related to the administration of the defined contribution plans that are defined in Arizona law
(Arizona Revised Statutes Title 38, Chapter 5, Articles 3.1, 4.1, and 5.1 and 8 or any successor
statutes thereto) and the related Plan Documents, in connection with the Elected Officials’ Defined
Contribution Retirement System, the Public Safety Personnel Defined Contribution Retirement
Plan, the Public Safety Personnel Deferred Compensation Plan and the Public Safety Personnel
Retirement System Supplemental Defined Contribution Plan (individually, “Plan” or collectively
“Plans”).

The DC Committee shall have authority to recommend to the Board for adoption, amendment or
revision, regulations and contracts for the administration of the Plans.

The DC Committee shall consist of seven (7) voting members who serve at the pleasure of the
Board. Composition of the DC Committee shall include the following:

1) One appointed Board trustee, who is a member of the System, to serve as Chairperson,
appointed annually.

2) One appointed member representing corrections officers.
3) Two appointed members representing law enforcement.
4) Two appointed members representing firefighters.

5) One appointed member representing elected officials.

All appointed members of the DC Committee are appointed by the Chair of the Board and
confirmed by the Board. Law enforcement and firefighter representatives may be active or retired
members of the System and shall come from nominations from statewide associations representing
law enforcement and firefighters. EORP and CORP at-large members shall come from
nominations of the PSPRS Advisory Committee, which shall provide at least three nominees for
each position. The law enforcement and firefighter representatives may also be members of the
Board of Trustees.

The appointed law enforcement and firefighter members will serve terms of three (3) years to
expire on December 31 in the year of expiration. EORP and CORP at-large members also serve
terms of three (3) years to expire on December 31 in the year of expiration, staggered by one (1)
year from the appointed law enforcement and firefighter members terms. A DC Committee
member may resign by written notice delivered to the Board.

The Chair of the DC Committee shall annually appoint a Vice Chair from among the members of
the DC Committee. The Vice Chair shall assume the role of Chair in the event the Chair is
unavailable. If the Vice Chair is unavailable, the DC Committee shall select another member of
the DC Committee to assume the role of Chair for the meeting in question.
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Member representatives may be active or retired members of the System and shall come from
nominations from statewide associations representing the respective members. The law
enforcement and firefighter representatives may also be members of the Board of Trustees.

The Administrator and Chief Investment Officer, or their designee, support the DC Committee but
are not voting members.

In the event there is a vacancy on the DC Committee, the remaining DC Committee members shall
act as the DC Committee, until such vacancy is filled.

The Committee Chairperson will preside at each DC Committee meeting and, in consultation with
the other DC Committee members, set the agenda of items to be addressed at each meeting.

Duties and Responsibilities
The DC Committee will:

1) Meet regularly and abide by the Board of Trustees Operations Policy and the Arizona Open
Meeting Law A.R.S. Title 38, Chapter 3, Article 3.1.

2) Report to the Board of Trustees on a regular basis.

3) With the assistance, advice, and recommendations of System staff and appropriate advisors,
the DC Committee will provide support to the Board of Trustees in overseeing, monitoring,
and recommending changes, as needed, regarding the following aspects:

a) Oversight of the recordkeeper, through the Administrator, of day-to-day Plan
administration.

b) Selection, recommendation, and oversight of committee members and third-party service
providers (including, without limitation: recordkeepers, primary DC Plan Consultant,
independent auditors, education provider, and others who may exercise discretionary
and/or non-discretionary authority on behalf of the Plan, etc.).

c) Development and regular review of a Plan Investment Policy Statement (“IPS”) for the
defined contribution plans, to ensure it aligns to industry best practices and regulatory
requirements.

d) Oversight of DC Plan Consultant, through the Administrator, of day-to-day Plan
administration, to ensure compliance with IPS.

e) Evaluation, selection, and oversight of Plan investments.

f) Communications with members regarding their participation and benefits under the Plans,
including the administration of all claims procedures not vested with local boards.

g) Resolution and/or settlement approval of non-routine benefit claims not vested with local
boards.

h) Recommend to the Board of Trustees for adoption, amendments to the Plan necessary or
appropriate to maintain compliance with applicable law or to facilitate administration.

4) The DC Committee must discharge its duties:
a) Solely in the interest of Plan participants and beneficiaries for the exclusive purpose of
providing benefits and defraying reasonable costs of administration; and
b) In accordance with the Plan Documents.

5) DC Committee and its members must refrain from:
a) “Self-Dealing”: meaning dealing with Plan assets in their own interest; and
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b) “Conflicts of Interest”: meaning representing parties with interests adverse to the interests
of the Plan.

6) The DC Committee shall monitor compliance with all applicable laws and regulations.
7) All members serving on the DC Committee shall educate themselves, through various
educational opportunities, including external seminars or conferences, additional reading and

preparation, or through discussions with System staff and advisors, in a manner sufficient to
perform the duties and responsibilities as a DC Committee member.
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ARIZONA PUBLIC SAFETY PERSONNEL RETIREMENT SYSTEM

6.0 - ADVISORY COMMITTEE CHARTER

Introduction

The Public Safety Personnel Retirement System Advisory Committee (Advisory Committee) was
established effective January 1, 2017, to serve as a liaison between the Board of Trustees and the
members and employers of the System, as defined in Arizona Revised Statutes (A.R.S.) § 38-848
X).

The president of the senate and the speaker of the house of representatives shall each appoint to
the committee one member. The remaining members of the committee shall be appointed by the
Board of Trustees Chair from names submitted to the Chair by associations representing law
enforcement, firefighters, state government, counties, cities and towns and tribal governments.

All appointed members of the Advisory Committee may serve until a replacement is appointed by
the appointing body, removed for cause, or upon resignation by the Committee member.
Committee members selected by the Board of Trustees Chair and confirmed by the Board of
Trustees, are appointed annually.

The Advisory Committee is comprised of the following twelve members:
1) A member who is a law enforcement officer.
2) A member who is a firefighter.
3) A member of the Elected Officials’ Retirement Plan.
4) A member of the Corrections Officers Retirement Plan.
5) Aretiree from the Public Safety Personnel Retirement System.
6) A representative from a city or town in the state of Arizona.
7) A representative from a county in the state of Arizona.
8) A representative from a fire district in the state of Arizona.
9) A representative from a state agency in the state of Arizona.
10) A representative from a tribal government located in the state of Arizona.
11) One member appointed by the Senate President.
12) One member appointed by the Speaker of the House of Representatives.

Committee Operations
The Board of Trustees has established this charter for the Advisory Committee to set out its duties
and the manner in which it shall operate.

1) The Advisory Committee shall meet regularly and abide by the Arizona Open Meeting Law,
A.R.S. Title 38, Chapter 3, Article 3.1.

2) The Advisory Committee shall select a chairperson from among its members each calendar

year. The role of the Chair is to provide leadership for the Advisory Committee, to assist in
the coordination of the affairs of the Advisory Committee, and to preside at Advisory
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3)

4)

5)

6)

7)

Committee meetings.

The Chair of the Advisory Committee shall annually appoint a Vice Chair from among the
members of the Advisory Committee. The Vice Chair shall assume the role of Chair in the
event the Chair is unavailable. If the Vice Chair is unavailable, the Advisory Committee shall
select another member of the Advisory Committee to assume the role of Chair for the
meeting in question.

A majority of the current appointed members of the Advisory Committee shall constitute a
quorum.

The Advisory Committee shall meet as needed to perform the duties as defined, on dates to
be determined by the Advisory Committee.

Members of the Advisory Committee may attend meetings by telephone or other electronic
means.

The Advisory Committee may establish other rules and procedures to guide the conduct of its
meetings.

Duties and Responsibilities

Y

2)

3)

4)

When a vacancy exists in, or a term is expiring for, the ninth member of the PSPRS Board of
Trustees, the Advisory Committee shall forward to the Board of Trustees at least five nominees
who are qualified pursuant to A.R.S. § 38-848 and willing to serve on the Board of Trustees
for the appointment of the ninth member of the board.

The role of the Advisory Committee is intended to serve as a liaison between the Board of

Trustees and the Plan members, employers and other stakeholders of the System. Consistent

with this role, the Advisory Committee may undertake the following activities:

a) Identify, seek information, and engage in discussion of matters of interest to stakeholders
and/or the System.

b) Develop strategies for bilateral communication between the Board and stakeholders on
matters that warrant attention.

c) Be available to receive education or information from the Board of Trustees, Administrator
or System staff regarding the System.

d) Provide input to the System regarding any issue that may be brought before the Committee
by stakeholders, the Board of Trustees, or the Administrator.

e) Encourage and support the exploration of new ideas, while providing unbiased insights, to
further the interests of the System.

f) Serve as a resource for the Board of Trustees, the Administrator and System staff.

g) Play an integral part in helping to communicate and educate the Plan members, employers,
local boards and other stakeholders about the general workings of the System.

In carrying out its duties, the Committee shall strive to gather and communicate the full range
of views and perspectives that exist among stakeholders and need not attempt to formulate
policy positions and recommendations except as may be directed by the Board of Trustees.

The Advisory Committee represents the members and stakeholders of PSPRS and shall not

have any discretion with respect to the administration of PSPRS. Accordingly, the Advisory
Committee and its members do not serve in a fiduciary capacity.

18| Page



ARIZONA PUBLIC SAFETY PERSONNEL RETIREMENT SYSTEM

7.0 - CHARTER FOR THE ADMINISTRATOR

Introduction

This Charter defines the purpose, authority, and responsibilities of the Administrator, in addition
to those duties provided in A.R.S. § 38-848(N). In accordance with Arizona Revised Statutes
(A.R.S.) § 38-848 (M)(6), the Board of Trustees shall employ an Administrator, to serve at the
pleasure of the Board, to manage the day-to-day operations, investments, and administration of
benefits of the System.

The roles of the Deputy Administrator and Assistant Administrators ensures continuity in the
leadership of the System by exercising the responsibilities of the Administrator when the
Administrator is either absent, unable to perform their responsibilities, or if the position is vacant.

Duties and Responsibilities
The Administrator, under the direction of the Board, shall:

1) Administer the day-to-day operations of the System through direction and delegation to
appropriate System staff within their respective expertise and scope.

2) Ensure operational compliance with governing statutes of the System through the
development, implementation and monitoring of operational policies and procedures.

3) Work with the Chief Investment Officer to ensure the assets of the system and other Board-
administered plans are managed in compliance with applicable laws, investment policies, and
objectives set by the Board. In this collaborative relationship, the Administrator will monitor
the Chief Investment Officer's activities, providing guidance and support to maintain
compliance and alignment with the Board's directives. This partnership promotes effective
communication, risk management, and adherence to best practices, ultimately fostering the
responsible stewardship of the system's financial resources.

4) Work with the Chief Internal Auditor to support an effective internal audit function for the
System, in accordance with the Institute of Internal Auditor’s (ITA) Global Internal Audit
Standard’s.

5) Develop and recommend to the Board:
a) The annual administrative budget.
b) The organizational structure of the administrative system.
c) The annual strategic or business plan.

6) Inaccordance with the budget adopted by the Board, hire and manage System staff and services
the Administrator deems necessary and define their duties, including the hiring of one or more
deputy or assistant administrators, the Chief Investment Officer, and other System staff, to
manage the system's operations, investments and legal affairs.

7) Ensure effective and efficient administration of member benefits to include accurate payment
of benefits, accurate accounts, and high-quality service.
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8) Establish and maintain an adequate system of accounts and records for the System and Plans,
which shall be integrated with the employers’ accounting systems.

9) Implement appropriate internal financial and operational controls to safeguard the Trust assets.

10) Ensure effective and timely communications and working relationships with Plan members,
employers, and local boards on benefits and other appropriate matters relating to the
administration of the System.

11) Monitor new or proposed changes to legislation that could affect the System or its Plans;
initiate, support or oppose legislative proposals affecting the System or its Plans, as directed
by the Board of Trustees; and provide information as requested to the Legislature on the impact
of proposed legislation, consistent with the policies of the Board of Trustees.

12) Recommend to the Board service vendors for the System's actuary, independent external
auditor, investment counsel, legal counsel and safeguarding of securities, as well as any vendor
contract with over a $500,000 expected annual expenditure threshold.

13) Provide the Board of Trustees with relevant, appropriate and timely information to enable the
Board to properly carry out its oversight responsibilities. Furthermore, the Administrator will
apprise the Board in a timely manner of all significant issues, problems, or developments
pertaining to the System, Plans and Trust, and provide recommended courses of action as
appropriate.

14) Perform additional duties and powers defined by the Board and delegated to the Administrator.
15)Be a liaison between the Trustees and System staff. All inquiries or concerns of Trustees
regarding System administration and activities shall be directed to the Administrator, Deputy

Administrator, Assistant Administrator or the Chief Investment Officer.

16) Receive and provide information to media contacts related to the System. Questions related to
the Board of Trustees or individual Trustees shall be reported to the Chair for consideration.
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ARIZONA PUBLIC SAFETY PERSONNEL RETIREMENT SYSTEM

8.0 - CHARTER FOR THE CHIEF INVESTMENT OFFICER

Introduction

This Charter defines the purpose, authority, and responsibilities of the Chief Investment Officer
(CIO), who reports to the Administrator. The CIO is responsible for the System’s investment
management, leading the development and implementation of the Trust’s investment policies and
strategies, and working in close partnership with the Investment Committee of the Board of
Trustees.

The role of the Deputy CIO ensures continuity in the leadership of the System’s investment
operations by exercising the responsibilities of the Chief Investment Officer when the CIO is either
absent, unable to perform their responsibilities, or if the position is vacant.

Duties and Responsibilities
Subject to the supervision of the Administrator and oversight of Board of Trustees, the specific
duties of the CIO include:

1) Investment Policy Statements (IPS) and Strategic Asset Allocations (SAA): The CIO will work
closely with the Investment Committee and Board of Trustees to develop and maintain
comprehensive Investment Policy Statements and Strategic Asset Allocations that align with
the System's mission, risk tolerance, and long-term financial objectives. The CIO will strictly
adhere to the IPS and SAA in all investment decisions.

2) Investment Strategy Implementation: The CIO is responsible for effectively implementing the
approved investment strategy, making tactical asset allocation decisions, and selecting and
managing investment managers in accordance with the IPS and SAA.

3) Risk Management and Compliance: The CIO will establish and maintain a robust risk
management framework, ensuring compliance with all relevant laws, regulations, and internal
policies related to investments.

4) Reporting and Communication: The CIO will provide regular, transparent reports on
investment performance, risks, and market trends to the Board of Trustees and other
stakeholders, fostering effective communication and collaboration.

5) Governance and Ethics: The CIO is committed to upholding the highest standards of corporate

governance, fiduciary responsibility, and ethical conduct, managing conflicts of interest,
ensuring fair decision-making, and maintaining the confidentiality of sensitive information.
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ARIZONA PUBLIC SAFETY PERSONNEL RETIREMENT SYSTEM

9.0 - CHARTER FOR THE INTERNAL AUDIT OFFICE

Introduction

This Charter defines the purpose, mandate, and responsibilities of the Internal Audit Office and
the Chief Internal Auditor (CIA), and the role, expectations, and accountability structure within
which the Internal Audit Office will function.

Purpose
The purpose of the internal audit function is to strengthen the System’s ability to create, protect,

and sustain value by providing the Board of Trustees, the Administration Committee, the
Administrator, System senior management and stakeholders with independent, risk-based, and
objective assurance, advice, insight, and foresight.

Mandate

The Board of Trustees has established an Internal Audit Office to achieve the purpose of the
internal audit function, through its commitment to adhere to the Institute of Internal Auditors’
(ITA) International Professional Practices Framework as the authoritative guide for operating,
which serves as a framework for complying with Global Internal Audit Standards and includes
Core Principles for the Professional Practice of Internal Auditing, the Code of Ethics, the
International Standards for the Professional Practice of Internal Auditing, and the Definition of
Internal Auditing.

Chief Internal Auditor: The CIA, who oversees the operations of the Internal Audit office, reports
functionally to the Board of Trustees through the Administration Committee, and administratively
to the Administrator. The Administrator, at the direction of the Board of Trustees and the
Administration Committee, appoints and removes the CIA, as needed, and in consultation with the
Board of Trustees and Administration Committee evaluates performance of the CIA.

1) The Internal Audit Office is established to be independent of System activities and has no
direct operational responsibility or authority, outside of the Internal Audit Office, so as not to
impair independence, objectivity, or judgment over any of the activities audited. If the Chief
Internal Auditor determines that independence or objectivity may be impaired in fact or
appearance, the details of impairment will be disclosed to appropriate parties.

2) The Internal Audit Office, as they are employed by the System, are subject to the agency-wide
personnel policies and procedures.

3) The Internal Audit Office should have appropriate qualifications, professional education,
certifications and continuing education/training necessary to meet professional competency
requirements to fulfill the duties and responsibilities defined.

4) The Internal Audit Office is authorized to have full, free, and unrestricted access to all the
System’s functions, records, files, information systems, personnel, contractors, physical
properties, rental locations, and any other item relevant to the internal audit review of the
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5)

function, process, or department under review, and will handle such information appropriately
and with due care.

The Internal Audit Office will have unrestricted access to communicate and interact directly
with individual members of the Board of Trustees or the Administration Committee, including
private meetings without management present, while ensuring compliance with Arizona Open
Meeting Law A.R.S. Title 38, Chapter 3, Article 3.1.

Duties and Responsibilities
The Internal Audit Office will:

1)

2)

3)

4)

5)

Conduct an annual risk-assessment of the organization to include risks and control concerns
identified by the Board of Trustees, the Administration Committee, the Administrator and
management.

Based on the annual risk-assessment, and other relevant criteria, prepare, recommend,
implement, and report on the status of an annual audit plan, allowing for flexibility to respond
to changing conditions, in consultation with the Board of Trustees, the Administration
Committee, the Administrator and/or management.

Issue reports at least quarterly to the Board of Trustees, the Administration Committee, and the
Administrator summarizing results of Internal Audit Office activities.

Consult with management, as requested, on potential policy or procedural changes.

Performing special duties as requested by the Board of Trustees, the Administration
Committee, the Administrator and management.

The Chief Internal Auditor will report periodically to the Board of Trustees, the Administration
Committee, and the Administrator regarding:

1)
2)

3)

4)

5)

The Internal Audit Office’s purpose, authority, and responsibility.
The Internal Audit Office’s plan and performance relative to its plan.

The Internal Audit Office’s conformance with The IIA’s Code of Ethics and Standards, and
action plans to address any significant conformance issues.

Significant risk exposures and control issues, including fraud risks, governance issues, and
other matters requiring the attention of, or requested by, the Board of Trustees, the

Administration Committee or the Administrator.

Results of audit engagements or other activities.
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6) Resource requirements through the PSPRS standard budget process.

7) Any response to risk by management that may be unacceptable the System.

8) Disclosures, on behalf of the Internal Audit Office, regarding impairment of independence or
objectivity, in fact or appearance, and/or conflicts of interest.
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ARIZONA PUBLIC SAFETY PERSONNEL RETIREMENT SYSTEM

10.0 - CHARTER FOR THE COMPLIANCE OFFICE

Introduction

This Charter defines the purpose, authority, and responsibilities of the Compliance Office and the
Chief Compliance Officer (CCO), and to define the role, expectations, and accountability structure
within which the Chief Compliance Officer and Compliance Office employees will function.

Compliance Office: The CCO oversees the operations of the Compliance Office, which is
established to enhance and protect organizational value by:

a) Identifying risks.

b) Providing advice on how to address or avoid risk.

c) Implement controls.

d) Monitor and report on the effectiveness of controls in the management of risk exposure.

Chief Compliance Officer: The CCO reports indirectly to the Board of Trustees through the
Administration Committee and functionally to the Administrator.

The CCO will have unrestricted access to communicate and interact directly with individual
members of the Board of Trustees or the Administration Committee, including private meetings
without management present, while ensuring compliance with Arizona Open Meeting Law A.R.S.
Title 38, Chapter 3, Article 3.1.

Roles and Responsibilities
The Compliance Officer will:

1) Maintain responsibility for the Integrity Hotline and all related policies, procedures, and
investigations.

2) Perform special reviews and/or investigations as requested by the Board of Trustees, the
Administration Committee, the Administrator and management.

3) Report to the Board of Trustees, the Administration Committee, the Investment Committee,
and the Administrator summarizing results of Compliance Office activities.

4) Consult with management on potential policy or procedural changes and regularly review
System policies and procedures to ensure they are up to date.

5) Assess compliance with System policies, procedures, and governing regulations.
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ARIZONA PUBLIC SAFETY PERSONNEL RETIREMENT SYSTEM

11.0 - POLICY DEVELOPMENT

Purpose

Consistent with its statutory authority, the Board of Trustees may adopt policies for the governance
of its own proceedings and for the effective oversight of the System. Such policies may address
various aspects of the System’s business including governance, investments, funding, and benefit
administration, ensuring governing principles are maintained. Further, policies should align to
ensure effective oversight of responsibilities delegated to the Administrator and System staff.

Roles and Responsibilities

The Administrator, with the support of internal and external resources that are deemed necessary,
will be responsible for performing all necessary research and analysis to support the Board of
Trustees’ policy development process.

The role of the Board of Trustees in the policy development process is to adopt policies after
concluding that the policy recommendations and the underlying analysis thereof effectively
support the mission and goals of the System.

Policy Compliance

The Board of Trustees will comply with all its policies. Should the Board take an action contrary
to one of its policies, it will state in the meeting minutes the reasons for doing so. At such a time,
the Board will also consider whether a review of the policy should be undertaken.
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ARIZONA PUBLIC SAFETY PERSONNEL RETIREMENT SYSTEM

12.0 - BOARD OF TRUSTEES OPERATIONS POLICY

Purpose
This Board of Trustees Operations Policy is intended to describe the way the Board will operate
to fulfill the duties and responsibilities defined in the Board of Trustee Charter and governing
statutes.

Composition and Commitments

1)

2)

Each Trustee is appointed for a term of five years, which are staggered and expire on the
third Monday in January of the appropriate year.

Trustees may continue to serve in their positions after the expiration of their terms of
appointment in accordance with the law, if a new appointment is not made by the
appointing party of the seat, defined in statute (A.R.S. § 38-848).

A Trustee may be removed from the office for cause or through vacating their position
(A.R.S. § 38-848(B)). A position shall be deemed vacant if a trustee submits a notice of
resignation or ceases to discharge their duties for a period of three consecutive months
without notice to the System and the Board regarding such absence and intent to return.

All vacancies shall be filled in the same manner as the initial appointment (A.R.S. § 38-
848(B)) for the remaining balance of the term.

On an annual basis, the Board of Trustees shall nominate and elect from among its trustees
a Chair and a Vice Chair, each to hold office for a term of one year.

If the Chair or the Vice Chair of the Board of Trustees becomes ineligible, unwilling, or
unable to complete his or her term, or is removed for cause by the appointing power, the
following action shall be taken:

i.  If the Chair, then the Vice-Chair shall assume the Chair’s position for the balance
of the Chair’s term, and a new Vice-Chair shall be elected at the next regularly
scheduled meeting.

ii.  Ifthe Vice-Chair, then the Board of Trustees shall elect a new Vice-Chair at the next
regularly scheduled meeting, to serve for the balance of the Vice-Chair’s term.

Trustees shall make every reasonable effort to attend all meetings of the Board of Trustees
and all meetings of Committees on which they serve. There shall be no provision for voting
by proxy at a Board or Committee meeting.

Board of Trustee Committees

1y

The Chair, in coordination with the Administrator, may approve the establishment of
standing or ad hoc Committees, subject to Board of Trustees ratification.

1. Each Committee shall be comprised of less than a quorum of the Board of Trustees.
ii.  The Chair shall appoint the chair and members of each Committee subject to
ratification by the Board of Trustees.
iii. A Charter will be developed, reviewed and monitored regularly for each standing
Committee.
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Quorum and Voting

Y
2)

3)

4)

5)

A quorum for meetings of the Board of Trustees shall be a majority of filled positions.
A quorum for Committee meetings shall be a majority of Committee members.

If there is a lack of a quorum present for a Board of Trustees meeting or Committee
meeting, no formal business can be conducted, although discussions may take place.

If the Board of Trustees Chair is absent from a meeting, the Vice Chair shall preside over
that meeting. If the Vice Chair is also absent, the Chair or the Vice Chair will delegate the
responsibility to another trustee to preside over the meeting. If the Chair or the Vice Chair
has not made such delegation, the attendees shall select from among themselves the person
who shall preside.

The Board of Trustees may not conduct business outside of a properly noticed Board of
Trustees or Committee meeting, except in accordance with the provisions of A.R.S. § 38-
848(H) which states: “Conference call meetings of the Board that are held for investment
purposes only are not subject to chapter 3, article 3.1 of this title, except that the Board
shall maintain minutes of these conference call meetings and make them available for
public inspection within twenty-four hours after the meeting. The Board shall review the
minutes of each conference call meeting and shall ratify all legal actions taken during each
conference call meeting at the next scheduled meeting of the Board.”

Meetings of the Board of Trustees and Committee

Y

2)

3)

4)

5)

All meetings will be conducted in compliance with Arizona Open Meeting Law, A.R.S.
Title 38, Chapter 3, Article 3.1.

Meetings of the Board of Trustees and Committees shall be governed by this policy, the
Governing Statute, and the Arizona Open Meeting Law A.R.S. Title 38, Chapter 3, Article
3.1. Robert’s Rules of Order Newly Revised shall serve as a reference tool for resolving
issues and discrepancies that cannot be resolved using the instruments listed herein.

All meetings of the Board of Trustees or Committees are public and will provide reasonable
access for the public to attend either in person or through reasonable technological devices
and must comply with Arizona Open Meeting Law A.R.S. Title 38, Chapter 3, Article 3.1
regarding executive sessions.

The Administrator shall recommend to the Board of Trustees and the Committees,
respectively, a rolling schedule of meetings updated periodically throughout the year to
allow trustees time to plan for future meeting attendance.

The Board of Trustees Chair, the Committee Chair or the Administrator may recommend
to the Board of Trustees for approval any revisions to the date, time, or venue of regular
Board of Trustees and/or Committee meetings, together with the rationale for the revision.
Such revisions must not violate the notice requirements under the Arizona Open Meeting
Law A.R.S. Title 38, Chapter 3, Article 3.1.

Agenda and Meeting Materials

1)

In accordance with the requirements of the Arizona Open Meeting Law A.R.S. Title 38,
Chapter 3, Article 3.1, a meeting notice and a written agenda with relevant attachments
shall be prepared for all regular Board of Trustees meetings and Committee meetings. The
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agenda shall be distributed to all Trustees or Committee members five (5) calendar days in
advance of meetings.

2) As required by the Arizona Open Meeting Law A.R.S. Title 38, Chapter 3, Article 3.1,
meeting notices and agendas shall be posted on the front door of the System’s
administrative offices and on the System’s website at least 24 hours prior to each Board of
Trustees and Committee meeting. Any change to such meeting notices or agendas must be
made and publicly noticed and posted no later than 24 hours before a meeting.

3) The agenda shall be prepared by the Administrator and approved by the Chair or
Committee Chair.

Meeting Order

1) The following describes the general order for the Board of Trustees meeting, which may
be modified at the discretion of the Board of Trustees Chair:

1. Call to Order
ii.  Roll Call
iii.  Pledge of Allegiance
iv.  Opening Remarks
v.  Call to the Public
vi.  Consent Agenda and ratification of prior meeting’s minutes
vii.  Other business, including but not limited to,
viii.  Investment, Actuarial and Legislative matters not covered in the Committee reports
ix.  Other items requiring the attention, discussion, or action of the Board of Trustees
Xx.  Standing and ad hoc Committee reports
xi.  Future agenda items and trustee education opportunities
xii.  Adjournment
2) The following describes the general order for Committee meetings, which may be modified

at the discretion of the Committee Chair:

i.  Call to Order
ii.  Roll Call
iii.  Pledge of Allegiance
iv.  Opening Remarks
v.  Call to the Public
vi.  Ratification of prior meeting’ minutes
vii.  Other business requiring the attention, discussion, or action of the Committee

viii.  Adjournment

Public Comment

1)

2)

The agenda shall allow for a “call to the public” to allow members of the public to address
the Board of Trustees or Committee members at each meeting, in accordance with the
Arizona Open Meeting Law, A.R.S. § 38-431.01(1).

To ensure the efficient conduct of the Board of Trustees and Committee business, the Chair

and Committee chairs shall have the discretion to limit all speakers to the same time
restriction.
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3)

Subject to the Chair’s discretion, members of the public may request to make statements at
the Board of Trustees meetings concerning any agenda item, prior to deliberation of the
matter. Such requests should be made in writing to the Chair prior to the commencement
of the meeting.

Executive Sessions

1) The Board of Trustees and its Committees may conduct business in executive session,
which will be closed to the public, in accordance with the conditions identified in the
Arizona Open Meeting Law. The Board of Trustees will generally hold executive sessions
to discuss any matters permitted under A.R.S. § 38-431.03(A).

Meeting Minutes

1) The Administrator will ensure the minutes of all Board of Trustees and Committee
meetings to be prepared and published on the System’s website, in accordance with A.R.S.
§ 38-431.01, recording therein:

i.  The date, time, and place of each meeting.
ii.  In the case of Board of Trustees meetings, the names of trustees are recorded as
either present or absent.

iii.  In the case of Committee meetings, the names of Committee members recorded as
either present or absent, and the names of any Trustees who are not serving on the
Committee but are present as observers.

iv.  The time at which a Trustee joined the meeting after its commencement or left the
meeting prior to its conclusion.

v.  The names of System staff, vendor representatives or other persons in attendance
who made statements or presented materials to the public body.

vi. A general description of the matters considered.

vii.  All official acts of the Board of Trustees and/or Committee, including the wording
of any resolution or motion considered by the Board of Trustees and/or Committee,
and the identity of the Trustee who offered the resolution or motion.

viii.  The disposition of each resolution or motion, including the votes made by members
except where the action is unanimous; and when requested, a member’s dissent or
approval with his/her reasons.

ix.  All action items assigned to Committees, Trustees and/or Committee members,
System staff, or vendors by the Board of Trustees and/or Committee.

X.  Minutes shall be retained as required by Arizona Public Records Law and approved
retention schedules.

1) The Administrator shall ensure the Board of Trustees minutes to be written and presented
for approval at the next regular Board meeting. Once ratified, the minutes will be signed
by the Chair, Vice Chair, or designated Trustee presiding over the meeting, and shall form
part of the permanent record of the Board.

2) The Administrator shall ensure the minutes of Committee meetings to be written and

presented for approval at the next Committee meeting. Once ratified, the minutes will be
signed by the appropriate Committee chair and shall form part of the permanent record of
the Board.

Roles and Responsibilities

1y

The Board of Trustees have the powers and duties as identified in Arizona Revised Statutes
(A.R.S.), including § 38-848, and the Board of Trustees Charter and is responsible for the
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performance of fiduciary duties and other responsibilities required to preserve and protect
the Trust through effective oversight of administration of the System.

Strategic Planning

1) Strategic planning, by defining and aligning priorities, serves as a source for long-term and
day-to-day decision making, as well as assessing performance, budget and resources, as a
part of the Board of Trustee’s oversight role, to ensure the needs of the System are being
met.

2) The Administrator, in collaboration with the Board of Trustees, will establish priorities and
solicit input regarding new or revised priorities on a regular basis, or as needed, for the
Board of Trustees ratification.

1. Evaluation and determinations of priorities should cover both short-term and long-
term considerations.

ii.  Evaluation and determinations of priorities should take into consideration resource
needs and constraints.

3) Upon ratification, the Administrator will implement the strategic priorities.

4) The Administrator and the Board of Trustees will collaborate on any recommendations to
modify, add, or remove priorities, on an as-needed basis.

5) The Administrator will report to the Board of Trustees periodically on the status of strategic
priorities.

Annual Budget

An annual budget serves as a resource for the Board of Trustee’s to perform their oversight role,
ensuring the needs of the System are being met and resources are utilized in a manner that aligns
with the System’s fiduciary responsibility.

1) A proposed budget for the next fiscal year, which shall include, at a minimum:

1. A breakdown of the budget by division and by major expense category within each
division/department.
ii.  Comparison of all budget items to the current year’s budget, and to current year’s
actual spending (projected to year-end).
iii.  Supporting rationale for any significant changes in the budget.

2) The Administrator and the Board of Trustees will collaborate on any recommendations to
modify, add, or remove budget items and/or amounts, on an as-needed basis, to meet strategic
priorities.

3) The Administrator will report to the Board of Trustees periodically on the status of the budget.

Vendor Selection and Monitoring

The Vendor Selection Policy is intended to establish general guidelines and authorities for the
selection and retention of vendors by the System and to comply with A.R.S. § 38-848(M)(7).
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1) For the purpose of this policy, the Board of Trustees shall approve the selection of vendors,
in collaboration with the Administrator’s considerations from the internal procurement
process, that advises the Board of Trustees in their fiduciary and oversight responsibility,

by serving

in an independent capacity, as well as for vendors with contracts exceeding

$500,000 in an expected annual expenditure threshold. Such vendors include:

i.
il.
iii.
1v.
v.

V1.
Vil.

Actuarial service providers.

Independent external financial auditor.

General investment consultant(s) advising the Board.

Board legal counsel.

Third Party Administrators and other service providers for Defined Contribution
Plan Administration.

Legislative advisors (external lobby services) advising the Board; and

Any other service providers that are retained to advise the Board.

2) The role of the Board of Trustees with respect to the selection of vendors is to:

1.

il

ii.
1v.

Ensure administrative policies are in place to carry out the duties of the search and
due diligence process of vendors selected by the Board of Trustees.

Evaluate the due diligence process for assessing candidates recommended by the
Administrator.

Approve or reject the appointment of recommended vendors; and
Monitor performance of vendors selected.

Administration Oversight and Administrator Evaluation

One of the most important functions of the Board of Trustees is the oversight and supervision of
the Administrator. To ensure that this function is carried out effectively, the Board believes that
formal evaluation procedures and practices are required.

1) The Board of Trustees will be responsible for periodically evaluating the performance of
the Administrator.

2) The Board of Trustees will review and discuss the results of the evaluation.

3) The Board of Trustees, in collaboration with the Administrator, may establish specific

evaluation criteria, goals and performance targets for the Administrator.

Evaluation criteria may include but are not limited to:

1.
ii.
1il.

Achievement of appropriate performance targets for the System.
Implementation of the annual strategic plan.
Implementation of Board of Trustees policies.

iv.  Quality of reporting to the Board of Trustees.
v.  Compliance with the Administrator’s Charter; and
vi.  Leadership related qualities and skills.
4) The Administrator’s performance will be scheduled for review and discussion by the Board

of Trustees following the end of the Administrator’s evaluation period. The review is to be

held in

executive session, unless the Administrator requests otherwise in accordance with

the Arizona Open Meeting Law A.R.S. Title 38, Chapter 3, Article 3.1.

32|Page



5) Following the above executive session, the Board of Trustees may take formal action
regarding the performance evaluation (e.g., salary changes, dismissal, etc.) in open session,
in accordance with the Arizona Open Meeting Law A.R.S. Title 38, Chapter 3, Article 3.1.
The meeting agenda shall include an item for such action, should the Board of Trustees
choose to take formal action following the executive session.

Board of Trustee Education

To properly perform their duties, the Board of Trustees must be informed and educated in matters
related to the System, to facilitate proper governance. Ongoing education and training in key areas
will support their knowledge of matters pertinent to their duties as trustees.

Given the complexity and breadth of professional subject areas, there is the realistic expectation
that Trustees will utilize educational opportunities and guidance from internal and external subject
matter experts in the oversight of the System’s operations.

The Board of Trustees believes it must provide Trustees with the tools and resources necessary to
obtain sufficient knowledge to discharge their fiduciary duties. It is, however, ultimately the
responsibility of individual Trustees to take advantage of these tools and resources. Furthermore,
it is expected that Trustees will also educate themselves as required on their own time outside of
Board of Trustees and Committee meetings, through various educational opportunities, additional
reading and preparation, or through discussions with System staff and advisors. Education should
cover a broad range of topics related to the System.

1) The Board of Trustees’ education program for Trustees will consist of the following:
i. A formal orientation for all new Trustees, developed and presented by the

Administrator, System staff and vendors.

ii.  The Governance Manual, including charters and policies that serve to define
the Board of Trustees roles and responsibilities as fiduciaries of the System.

iii. A Trustee Reference Manual, containing key information about the System and
its Plans.

iv.  In-house educational seminars or briefings that may be organized by the
Administrator, System staff or fiduciary counsel.

v.  Selected reading materials to be presented to the Board of Trustees by the
Administrator, System staff or service providers.

vi.  External conferences and seminars.

2) Each Trustee is responsible for evaluating their educational needs and are encouraged to
pursue appropriate education across a range of pension-related areas, rather than limiting their
education to specific areas, while ensuring the areas are related to the Trustee’s duties and
responsibilities as a Trustee of the Board of Trustees.

3) On an ongoing basis, the Administrator and/or Trustees will identify appropriate educational
conferences and seminars and establish a list of recommended conferences and seminars for
Trustees’ consideration.

4) Trustee orientation and education costs, and qualifying travel-related expenses, must be

included in the System’s budget and will be paid in accordance with the State of Arizona
Accounting Manual.
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Board of Trustee Compensation and Expense Reimbursement

Trustees, serving in their role, are entitled to receive compensation for the performance of their
duties pursuant to A.R.S. § 38-848, as well as reasonable expense reimbursements for eligible
travel expenses as defined in the State of Arizona Accounting Manual.

1) Trustees legally entitled to be compensated for the performance of duties may elect to forgo
such compensation. This election is to be made in writing and retained by the System.

2) Trustees are eligible for compensation only for attending meetings of the Board of Trustees or
its Committees and for attending events that last a substantial amount of time, where the
Trustee is representing PSPRS. Other Board business, such as meeting preparation time, time
spent on phone calls that are not part of a Trustee or Committee meeting and writing or
answering email is not considered compensable activity.

3) All requests for compensation must be submitted, on the appropriate form, to the System’s
Executive Assistant to the Administrator for review prior to being approved by the
Administrator or designee.

4) Travel expense reimbursements and Trustee compensation payments shall be paid through the
State’s payroll system to ensure payments receive the appropriate financial reporting and/or
tax treatment.

5) System staff maintain and update relevant reference guides for Trustees, which align with the
State of Arizona Accounting Manual.

Board of Trustees Communications

The Board of Trustees shall carry out its activities in the spirit of open governance and in
accordance with the Arizona Open Meeting Law, A.R.S. Title 38, Chapter 3, Article 3.1.
Notwithstanding this, the Board may conduct certain business in executive (closed) session as
provided for by statute (A.R.S. § 38-431.03).

The purpose of this policy is to establish guidelines to:

A. Facilitate effective communication by the Board of Trustees with System staff,
employers, local boards, Plan members, vendors, and System stakeholders.

B. Minimize the risk of unauthorized or inaccurate communications by trustees.

Communications by Trustees, when acting in their capacity as Trustees, should represent the
position of the Board of Trustees and be consistent with their fiduciary duty. When not acting in
their capacity as a Trustee or when expressing an opinion not affiliated with the System, the Trustee
should explicitly express the statements are not those of the System and are solely their own.

Trustees shall communicate in a respectful and constructive manner with other Trustees, System
staff, Plan members, and other stakeholders, including members of the public. No Trustee has
independent authority to direct action of the System or System staff without input from the full
Board of Trustees. Trustees should only act, or direct System staff, based on direction adopted by
the quorum of the Board after review discussion and action adopted by the Board at public
meetings of the Board.
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Trustees have a responsibility to act with utmost diligence when engaging in discussions with
pertinent individuals and carrying out their obligations. Their role requires them to protect all
sensitive information associated with the Board of Trustees and the System they serve. Unless
required by law, Trustees must refrain from disclosing any confidential matters.

1) Communication among Trustees
To comply with the Open Meeting Laws, Trustees and System staff shall not communicate
in a manner that would violate the Arizona Open Meeting Law A.R.S. Title 38, Chapter 3,
Article 3.1. This includes, at a minimum, the following:

1. Trustees shall avoid discussing or deliberating Board of Trustees business with
more than two other trustees outside of duly noticed Board of Trustees
meetings.

1.  Trustees serving on Committees shall avoid discussing or deliberating
Committee business with more than one of the other Committee trustees outside
of duly noticed Committee meetings.

iii.  The above restrictions also apply to communication by electronic means.

iv.  Trustees shall be mindful to abide by the spirit and intent of the Arizona Open
Meeting Law A.R.S. Title 38, Chapter 3, Article 3.1 when communicating with
Trustees outside of a public meeting, such that Trustees should avoid having the
same conversation with different trustees at different times, which could be
construed as violating the discussion and deliberation of business with more
than one other Trustee (daisy-chain communications), as the intent is for these
discussions and deliberations to be held in public.

2) Communications with System Staff
Trustees shall direct questions or information requests to the Administrator, the Chief
Investment Officer (regarding investment matters), the Deputy Administrator or the
Assistant Administrators, either at Board of Trustee or Committee meetings, or during
regular business hours.

Trustees shall only make reasonable requests for information that are necessary for the
purposes of fulfilling their duties as Trustees and shall not request or use System
information for their own personal or business use.

Trustees shall have open communications with the Chief Internal Auditor and the Chief
Compliance Officer on matters related to their duties.

3) Communications with Vendors
Trustees may have reasonable communications with vendors of the System for the purposes
of obtaining information, guidance, or counsel to assist them in carrying out their duties
but shall not direct vendors to undertake any work assignments without first obtaining
authorization from the Board of Trustees, a Committee of the Board, or the Administrator.

4) Communications with the Media
The Chair, or his or her designee, shall act as the spokesperson for the Board of Trustees
and the System.

In carrying out their duties, the spokesperson(s) shall:
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Vi.

Communicate in a manner consistent with the established policies and decisions
of the Board of Trustees.

Not make comments reflecting personal views.

Promptly inform the Administrator and trustees of any communications with
the media.

If time permits, discuss sensitive, high-profile issues with the Board of Trustees
prior to engaging in external communications.

Trustees shall avoid, or decline, any external communication requested in
duress and shall defer any official communication to the System Spokesperson
or the Administrator.

Any external communication shall be truthful, factual, and respectful, in all
regards.

5) Communications with Plan members, Employers and Local Boards
Trustees will be sensitive to the risk of communicating inaccurate information to Plan
members, employers, and local boards and the potential liability and harm to a member
that may result from such miscommunications. Trustees will encourage Plan members,
employers and local boards to refer their queries to the Administrator or appropriate System

staff.
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ARIZONA PUBLIC SAFETY PERSONNEL RETIREMENT SYSTEM

13.0 — Code of Ethics

General Principles

This Code of Ethics sets forth the rules governing the ethical behavior expected of the Board of
Trustees and Committees of the Board. All members of the Board and Committees of the Board
are expected to conduct themselves and the Plans’ affairs in an honest, fair and forthright manner.

1) Conflicts

As fiduciaries of the Plans, the Board owes a duty of utmost loyalty and care to the Plans
and their members. The Board must always ensure that their personal interests do not
conflict with, or even appear to conflict with, those of the Plans and their members. If a
perceived or actual conflict exists, it must be declared to the Administrator and the Chief
Compliance Officer, and the affected person must either cure the conflict or recuse
themselves from any involvement in the matter that is the subject of the conflict. The
Board of Trustees are subject to Arizona Conflict of Interest Law contained in Title 38,
Chapter 3, Article 8.

To facilitate conflict of interest monitoring, each Trustee shall complete and submit the
Annual Disclosure Form to the Chief Compliance Officer when received from the
Compliance Office.

Any disclosures shall be reported to Board legal counsel for review and consideration for
appropriate action. Upon review, Board legal counsel shall provide written determination
advising whether the disclosure is considered a substantial interest or not, and any action
that may be considered necessary or appropriate and shall communicate such advice to
appropriate parties based on the nature and circumstance of the disclosure.

2) Prohibitions

Given the duty of each Trustee and Officer of the Plans to act in the best interest of the
Plans and their members, and Arizona Conflict of Interest Law prohibitions, no Trustee or
Officer of the Plans may:

1. Accept, agree to accept, or solicit any gift, favor, service or benefit from
another person, or that might be intended to influence such Trustee or Officer
in the discharge of their official duties, or which appears to be offered for the
purpose of influencing their official actions or decisions, or in favor of any
person. Any gifts received by a Trustee or Officer shall be disclosed to the
Administrator and Chief Compliance Officer.

ii.  Accept other employment or engage in a business or professional activity that
the Trustee or Officer might reasonably expect would require or induce him or
her to disclose Confidential Information acquired by reason of his or her
position with the Plans.
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Accept other employment or compensation that could reasonably be expected
to impair the Trustee’s or Officer’s independence of judgment in the
performance of their duties for the Plans or substantially detract from their
ability to fulfill their responsibilities to the Plans.

Make or continue personal investments that could reasonably be expected to
create a conflict of interest.

To further ensure the Plans’ actions are above reproach, Trustees and Officers of the Plans
must not enter into any transaction that would discredit the Plans or result in their
disrepute. Trustees and Officers of the Plans shall not enter into any of the following
transactions or engage in any of the following activities:

1l.

iil.

1v.

Trustees and Officers may not participate in any matter involving the Plans
which involves a business, contract, property or investment held by such
person or their relative(s) if it is reasonably foreseeable that action by the Plans
on such matter would confer a special benefit upon such person or their relative
by or through the business, contract, property or investment.

Unless otherwise disclosed and reviewed as a result of the conflict of interest
disclosure process, Trustees and Officers of the Plans may not own stock or
other ownership interests in any entity doing business with the Plans, except
that this prohibition does not preclude ownership of less than three percent
(3%) of the ownership interests of any for-profit entity, provided both (a) the
annual total dividends or other distributions, including dividends or
distributions in the form of ownership interests, by the entity to the person do
not exceed five (5%) percent of the total annual income of such person, and
(b) the annual total of any other payments made by the entity to the person do
not exceed five (5%) percent of the person’s total annual income.

Trustees and Officers may not recommend that the Plans conduct business with
them, with their relatives or with any for-profit entity in which any of them
either:

a) owns more than three percent (3%) of the ownership interests of the entity,
or

b) the annual total dividends or other distributions, including dividends or
distributions in the form of ownership interests, by the entity to the person
exceed five (5%) percent of the total annual income of such person, and

c¢) the annual total of any other payments made by the entity to the person
exceed five (5%) percent of the person’s total annual income.

Trustees and Officers may not solicit, accept or agree to accept offers by reason
of their position with the Plans to buy, sell, or trade any investment or asset on
terms more favorable than are available to the general public.

Trustees and Officers (including relatives) may not borrow from investment
managers, outside service providers, professional advisors, vendors,
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consultants, banks or other financial institutions with which the Plans do
business unless such entities are normally engaged in such lending in the usual
course of their business, and then only on customary terms offered to others
under similar circumstances to finance proper and usual activities.

Trustees and Officers (including relatives) may not borrow from or use the
money of the Plans or serve as surety, endorser, accommodation party or
guarantor of the assets of the Plans unless strictly authorized by law.

Trustees and Officers (including relatives) may not use confidential
information, resources, equipment, assets or facilities for personal gain.
Additionally, confidential information should not be disclosed unless
disclosure is required by law.

Enter into business relationships with System staff (including relatives)
without full prior disclosure to the Administrator, the Chief Compliance
Officer and the Board of Trustees.
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Revision History

Note: This manual was first approved by the PSPRS Board of Trustees during the regular
meeting dated January 29, 2025. This manual supersedes the PSPRS Governance manual last
updated on 5-28-2021. The revision history of such is in that last version. Revision history of this
manual will continue herein.
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