Contract for Services

This contract, entered into by and between                          (hereinafter referred to as “State”) and                                 (hereinafter referred to as “Contractor”), is executed pursuant to the terms and conditions set forth herein.  In consideration of those mutual undertakings and covenants, the parties agree as follows:  
Duties of Contractor

The Contractor shall provide the following services relative to this contract:

Consideration

The Contractor will be paid at the rate of _______.  Total remuneration under this contract shall not exceed ________.
Term

This contract shall be for a period of _________.  It shall commence on _______ and shall terminate on ________.
Access to Records

The Contractor and subcontractors shall maintain all books, documents, papers, accounting records, and other evidence pertaining to the cost incurred.  They shall make such materials available at their respective offices at all reasonable times during the contract period and for three (3) years from the date of final payment under the contract for inspection by the State of by any other authorized representative of state government.  Copies thereof shall be furnished at no cost to the State if requested.
Assignment

The Contractor shall not assign or subcontract the whole or any part of this contract without the State’s prior written consent.  The Contractor may assign its right to receive payments to such third parties as the Contractor may desire without the prior written consent of the State, provided that Contractor gives written notice (including evidence of such assignment) to the State thirty (30) days in advance of any payment so assigned.  The assignment shall cover all unpaid amounts under this contract and shall not be made to more than one party.
Authority to Bind Contractor

Notwithstanding anything in the contract to the contrary, the signatory for the contractor represents that he/she has been duly authorized to execute contracts on behalf of the contractor designated above and has obtained all necessary or applicable approval from the home office of the contractor to make this contract fully binding upon the contractor when his / her signature is affixed and is not subject to home office acceptance hereto and accepted by the State of Indiana.

Changes in Work

In the event the State requires a major change in scope, character or complexity of the work after the work has progressed, adjustments in compensation to the Contractor shall be determined by the State in the exercise of its honest and reasonable judgment.  The Contractor shall not commence any additional work or the change of the scope of the work until authorized in writing by the State.  No claim for additional compensation shall be made in the absence of a prior written approval executed by all signatories hereto.

Compliance with Laws

The Contractor agrees to comply with all applicable federal, state and local laws, rules, regulations or ordinances, and all provisions required thereby to be included herein are hereby incorporated by reference.  The enactment of any state or federal statute or the promulgation of regulations thereunder after execution of this contract shall be reviewed by the State and the Contractor to determine whether the provisions of the contract require formal modification.
Conflict of Interest

A. As used in this section:

“Immediate family” means the spouse and the unemancipated children of an individual.

“Interested party," means:

1. The individual executing this Contract;

2. An individual who has an interest of three percent (3%) or more of Contractor, if Contractor is not an individual; or

3. Any member of the immediate family of an individual specified under subdivision 1 or 2.

“Department” means the Indiana Department of Administration.

“Commission” means the State Ethics Commission.

B. The Department may cancel this Contract without recourse by Contractor if any interested party is an employee of the State of Indiana.

C. The Department will not exercise its right of cancellation under section B above if the Contractor gives the Department an opinion by the Commission indicating that the existence of this contract and the employment by the State of Indiana of the interested party does not violate any statute or code relating to ethical conduct of state employees.  The Department may take action, including cancellation of this Contract consistent with an opinion of the Commission obtained under this section.

D. Contractor has an affirmative obligation under this Contract to disclose to the Department when an interested party is or becomes an employee of the State of Indiana.  The obligation under this section extends only to those facts that Contractor knows or reasonably could know.

Confidentiality of Data, Property Rights in Products, and Copyright Prohibition

The Contractor further agrees that all information, data, findings, recommendations, proposals, etc. -- by whatever name described and by whatever form therein secured, developed, written or produced by the Contractor in furtherance of this contract -- shall be the property of the State.  The Contractor shall take such action as is necessary under law to preserve such property rights in and of the State while such property is within the control and/or custody of the Contractor.  By this contract the Contractor specifically waives and/or releases to the State any cognizable property right of the Contractor to copyright, license, patent or otherwise use such information, data, findings, recommendations, proposals, etc.
Confidentiality of State Information

The Contractor understands and agrees that data, materials, and information disclosed to Contractor may contain confidential and protected data. Therefore, the Contractor promises and assures that data, material, and information gathered, based upon or disclosed to the Contractor for the purpose of this contract, will not be disclosed to others or discussed with other parties without the prior written consent of the State.

Continuity of Services

A. The Contractor recognizes that the services under this contract are vital to the State and must be continued without interruption and that, upon contract expiration, a successor, either the State or another Contractor, may continue them.  The Contractor agrees to: 

1. Furnish phase-in training and,

2. Exercise its best efforts and cooperation to effect an orderly and efficient transition to a successor.

B. The Contractor shall, upon the State's written notice:

1. Furnish phase-in, phase-out services for up to sixty (60) days after this contract expires, and

2. Negotiate in good faith a plan with a successor to determine the nature and extent of phase-in, phase-out services required.

The plan shall specify a training program and a date for transferring responsibilities for each division of work described in the plan, and shall be subject to the State's approval.  The Contractor shall provide sufficient experienced personnel during the phase-in, phase-out period to ensure that the services called for by this contract are maintained at the required level of proficiency.

C. The Contractor shall allow as many personnel as practicable to remain on the job to help the successor maintain the continuity and consistency of the services required by this contract.  The Contractor also shall disclose necessary personnel records and allow the successor to conduct on-site interviews with these employees.  If selected employees are agreeable to the change, the Contractor shall release them at a mutually agreeable date and negotiate transfer of their earned fringe benefits to the successor.

D. The Contractor shall be reimbursed for all reasonable phase-in, phase-out costs (i.e., costs incurred within the agreed period after contract expiration that result from phase-in, phase-out operations) and profit not to exceed a pro-rata portion of the profit under this contract.

Default by State

If the State, sixty (60) days after written notice, fails to correct or cure any breach of this contract, then the Contractor may cancel and terminate this agreement and collect all monies due up to and including the date of termination.

Disputes

Should any disputes arise with respect to this contract, Contractor and the State agree to act immediately to resolve any such disputes.  Time is of the essence in the resolution of disputes.  

The Contractor agrees that, the existence of a dispute notwithstanding, it will continue without delay to carry out all its responsibilities under this contract that are not affected by the dispute.  Should the Contractor fail to continue to perform its responsibilities as regards all non-disputed work without delay, any additional costs incurred by the State or the Contractor as a result of such failure to proceed shall be borne by the Contractor, and the Contractor shall make no claim against the State for such costs.  If the State and the Contractor cannot resolve a dispute within ten (10) working days following notification in writing by either party of the existence of said dispute then the following procedure shall apply:

The parties agree to resolve such matters through submission of their dispute to the Commissioner of the Indiana Department of Administration.  The Commissioner shall reduce a decision to writing and mail or otherwise furnish a copy thereof to the Contractor and the State within ten (10) working days after presentation of such dispute for action.  The Commissioner’s decision shall be final and conclusive unless either party mails or otherwise furnishes to the Commissioner, within ten (10) working days after receipt of the Commissioner’s decision, a written appeal.  Within ten (10) working days of receipt by the Commissioner of a written request for appeal, the decision may be reconsidered.  If no reconsideration is provided within ten (10) working days, the parties may mutually agree to submit the dispute to arbitration for a determination, or otherwise the dispute shall be submitted to an Indiana court of competent jurisdiction.

The State may withhold payments on disputed items pending resolution of the dispute.  The unintentional nonpayment by the State to the Contractor of one or more invoices not in dispute in accordance with the terms of this contract will not be cause for Contractor to terminate this contract, and the Contractor may bring suit to collect without following the disputes procedure contained herein.
Drug-Free Workplace Certification

The Contractor hereby covenants and agrees to make a good faith effort to provide and maintain a drug-free workplace.  Contractor will give written notice to the State within ten (10) days after receiving actual notice that an employee has been convicted of a criminal drug violation occurring in subcontractor’s workplace.


False certification or violation of the certification may result in sanctions including, but not limited to, suspension of contract payments, termination of the contract or agreement and/or debarment of contracting opportunities with the Contractor for up to three (3) years.

In addition to the provisions of the above paragraphs, if the total Contract amount set forth in this Agreement is in excess of $25,000.00, Contractor hereby further agrees that this agreement is expressly subject to the terms, conditions and representations of the following certification:

This certification is required by Executive Order No. 90-5, April 12, 1990, issued by the Governor of Indiana.  Pursuant to its delegated authority, the Indiana Department of Administration is requiring the inclusion of this certification in all contracts with and grants from the State of Indiana in excess of $25,000.00.  No award of a contract shall be made, and no contract, purchase order or agreement, the total amount of which exceeds $25,000.00, shall be valid, unless and until this certification has been fully executed by the Contractor and made a part of the contract or agreement as part of the contract documents.  

The Contractor certifies and agrees that it will provide a drug-free workplace by:

A. Publishing and providing to all of its employees a statement notifying their employees that the unlawful manufacture, distribution, dispensing, possession or use of a controlled substance is prohibited in the Contractor’s workplace and specifying the actions that will be taken against employees for violations of such prohibition; and

B. Establishing a drug-free awareness program to inform their employees of (1) the dangers of drug abuse in the workplace; (2) the Contractor’s policy of maintaining a drug-free workplace; (3) any available drug counseling, rehabilitation, and employee assistance programs; and (4) the penalties that may be imposed upon an employee for drug abuse violations occurring in the workplace.

C. Notifying all employees in the statement required by subparagraph (a) above that as a condition of continued employment the employee will (1) abide by the terms of the statement; and (2) notify the Contractor of any criminal drug statute conviction for a violation occurring in the workplace no later than five (5) days after such conviction;

D. Notifying in writing the State within ten (10) days after receiving notice from an employee under subdivision (c)(2) above, or otherwise receiving actual notice of such conviction;

E. Within thirty (30) days after receiving notice under subdivision (c)(2) above of a conviction, imposing the following sanctions or remedial measures on any employee who is convicted of drug abuse violations occurring in the workplace: (1) take appropriate personnel action against the employee, up to and including termination; or (2) require such employee to satisfactorily participate in a drug abuse assistance or rehabilitation program approved for such purposes by a Federal, State or local health, law enforcement, or other appropriate agency; and 

F. Making a good faith effort to maintain a drug-free workplace through the implementation of subparagraphs (a) through (e) above.

Force Majeure

In the event that either party is unable to perform any of its obligations under this contract -- or to enjoy any of its benefits -- because of natural disaster or decrees of governmental bodies not the fault of the affected party (hereinafter referred to as a Force Majeure Event), the party who has been so affected shall immediately give notice to the other party and shall do everything possible to resume performance.  Upon receipt of such notice, all obligations under this contract shall be immediately suspended.  If the period of nonperformance exceeds thirty (30) days from the receipt of notice of the Force Majeure Event, the party whose ability to perform has not been so affected may, by giving written notice, terminate this contract.
Governing Laws

This contract shall be construed in accordance with and governed by the laws of the State of Indiana and suit, if any, must be brought in the State of Indiana.
Indemnification

Contractor agrees to indemnify, defend, and hold harmless the State of Indiana and its agents, officers, and employees from all claims and suits including court costs, attorney’s fees, and other expenses caused by any act or omission of the Contractor and/or its subcontractors, if any.  The State shall not provide such indemnification to the Contractor.
Independent Contractor

Both parties hereto, in the performance of this contract, will be acting in an individual capacity and not as agents, employees, partners, joint venturers or associates of one another.  The employees or agents of one party shall not be deemed or construed to be the employees or agents of the other party for any purposes whatsoever.  Neither party will assume any liability for any injury (including death) to any persons, or any damage to any property arising out of the acts or omissions of the agents, employees or subcontractors of the other party.

The Contractor shall be responsible for providing all necessary unemployment and worker’ compensation insurance for the Contractor’s employees.

Key Person(s)

A. If both parties have designated that certain individual(s) are essential to the services offered, the parties agree that should such individual(s) leave their employment during the term of this contract for whatever reason, the State shall have the right to terminate this contract upon thirty (30) days prior written notice.

B. In the event that the Contractor is an individual, that individual shall be considered a key person and, as such, essential to the contract.  Substitution of another for the Contractor shall not be permitted without express written permission from the State.

C. Nothing in sections A. and B. above should be construed to prevent the Contractor from using the services of others to perform tasks ancillary to those tasks which directly require the expertise of the key person.  Examples of such ancillary tasks include secretarial, clerical, and common labor duties.  The Contractor shall, at all times, remain responsible for the performance of all necessary tasks, whether performed by a key person or others.

Multi-Term Funding Cancellation

When the Director of the State Budget Agency makes a written determination that funds are not appropriated or otherwise available to support continuation of performance of a multi-term contract, the multi-term contract shall be canceled.  A determination by the Budget Director that funds are not appropriated or otherwise available to support continuation of performance shall be final and conclusive.
Nondiscrimination

 Pursuant to IC 22-9-1-10 and the Civil Rights Act of 1964, Contractor and its subcontractors shall not discriminate against any employee or applicant for employment in the performance of this contract.  The Contractor shall not discriminate with respect to the hire, tenure, terms, conditions or privileges of employment or any matter directly or indirectly related to employment, because of race, color, religion, sex, disability, national origin or ancestry.  Breach of this covenant may be regarded as a material breach of contract.  Acceptance of this contract also signifies compliance with applicable Federal laws, regulations, and executive orders prohibiting discrimination in the provision of services based on race, color, national origin, age, sex, disability or status as a veteran.

The Contractor understands that the State is a recipient of federal funds.  Pursuant to that understanding, the Contractor and its subcontractor, if any, agree that if the contractor employs fifty (50) or more employees and does at least $50,000.00 worth of business with the State and is not exempt, the Contractor will comply with the affirmative action reporting requirements of 41 CFR 60-1.7.  The State of Indiana shall comply with Section 202 or Executive Order 11246, as amended, 41 CFR 60-250, and 41 CFR 60-741, as amended, which are incorporated herein by specific reference.  Breach of this covenant may be regarded as a material breach of contract.

Notice to Parties

Whenever any notice, statement or other communication shall be sent to the State or Contractor, it shall be sent to the following address, unless otherwise specifically advised.

A. Notices to the State shall be sent to:


(Include contact name and/or title, name of agency, specific address.)

B. Notices to the Contractor / Grantee shall be sent to:

(Include contact name and/or title, name of vendor, specific address.)

C. Payments to the Contractor / Grantee shall be sent to:

(Be specific.)
Option to Extend the Term of the Contract

A. The State may extend the term of this contract by written notice to the Contractor within sixty (60) days from the expiration date.

B. If the State exercises this option, the extended contract shall be considered to include this option provision.  The term of the extended contract may not be longer than the term of the original contract.

Order of Precedence

Any inconsistency or ambiguity in this contract shall be resolved by giving precedence in the following order:  (1) Contract, (2) RFP / BAA #xx-xx, (3) Contractor’s response to RFP / BAA #xx-xx, (4) attachments prepared by the State, and (5) attachments prepared by the Contractor.

Ownership of Documents and Materials

All documents, records, programs, data, film, tape, articles, memos, and other materials developed under this contract shall be considered “work for hire” and the Contractor transfers any ownership claim to the State of Indiana and all such matters will be the property of the State of Indiana.  Use of these materials, other than related to contract performance by the Contractor, without the prior written consent of the State, is prohibited.  During the performance of the services specified herein, the Contractor shall be responsible for any loss or damage to these materials developed for or supplied by the State and used to develop or assist in the services provided herein while the materials are in the possession of the Contractor.  Any loss or damage thereto shall be restored at the Contractor’s expense.  Full, immediate, and unrestricted access to the work product of the Contractor during the term of this contract shall be available to the State.
Payments

All payment obligations shall be made in arrears in accordance with Indiana law, state fiscal policies and procedures. 
Penalties / Interest / Attorney’s Fees

The State will in good faith perform its required obligations hereunder and does not agree to pay any penalties, liquidated damages, interest, or attorney’s fees, except as required by Indiana law, in part, IC 5-17-5-1 et seq., IC 34-54-8-5 et seq., and IC 34-13-1-6 et seq.
Progress Reports

The Contractor shall submit progress reports to the State upon request.  The report shall be oral, unless the State, upon receipt of the oral report, should deem it necessary to have it in written form.  The progress report shall serve the purpose of assuring the State that work is progressing in line with the schedule, and that completion can be reasonably assured on the scheduled date.
Renewal Option   

This contract may be renewed under the same terms and conditions subject to the approval of the Commissioner of the Department of Administration and the State Budget Director in compliance with IC 5-22-17-4. The term of the renewed contract may not be longer than the term of the original contract.

Your agency may choose to add the following additional sentence: Exercise of this option is at the sole discretion of State and is not subject to agreement or acceptance by the contractor.


This contract may be renewed under the same terms and conditions subject to the approval of the Commissioner of the Department of Administration and the State Budget Director in compliance with IC 5-22-17-4. The term of the renewed contract may not be longer than the term of the original contract. Any subsequent renewal to this agreement may include an increase of up to ___________ percent at the sole discretion of the state. 

Your agency may choose to add the following additional sentence: Exercise of this option is at the sole discretion of State and is not subject to agreement or acceptance by the contractor.

Severability

The invalidity of any section, subsection, clause or provision of the Contract shall not affect the validity of the remaining sections, subsections, clauses or provisions of the Contract.

Substantial Performance

This contract shall be deemed to be substantially performed only when fully performed according to its terms and conditions and any modification thereof.
Successors and Assignees

The Contractor binds his successors, executors, administrators, and assignees to all covenants of this contract.  Except as above set forth, the Contractor shall not assign, sublet or transfer interest in this contract without the prior written consent of the State of Indiana.
Taxes

The State of Indiana is exempt from state, federal, and local taxes.  The State will not be responsible for any taxes levied on the contractor as a result of this contract.
Termination for Convenience

This contract may be terminated, in whole or in part, by the State whenever, for any reason, the State determines that such termination is in the best interest of the State.  Termination of services shall be affected by delivery to the Contractor of a Termination Notice at least thirty (30) days prior to the termination effective date, specifying the extent to which performance of services under which such termination becomes effective.  The Contractor shall be compensated for services rendered prior to the effective date of termination.  The State will not be liable for services performed after effective date of termination.  The Contractor shall be compensated for services herein provided but in no case shall total payment made to Contractor exceed the original contract price due on contract or shall any price increase be allowed on individual line items if canceled only in part prior to the original termination date.

Termination for Default 
A. With the provision of thirty (30) days notice to the Contractor, the State may terminate this contract in whole or in part, if the Contractor fails to:

1. Correct or cure any breach of this contract;

2. Deliver the supplies or perform the services within the time specified in this contract or any extension;

3. Make progress so as to endanger performance of this contract; or

4. Perform any of the other provisions of this contract.

B. If the State terminates this contract in whole or in part, it may acquire, under the terms and in the manner the State considers appropriate, supplies or services similar to those terminated, and the Contractor will be liable to the State for any excess costs for those supplies or services.  However, the Contractor shall continue the work not terminated.

C. The State shall pay the contract price for completed supplies delivered and services accepted.  The Contractor and the State shall agree on the amount of payment for manufacturing materials delivered and accepted and for the protection and preservation of the property.  Failure to agree will be a dispute under the Disputes clause.  The State may withhold from these amounts any sum the State determines to be necessary to protect the State against loss because of outstanding liens or claims of former lien holders.

D. The rights and remedies of the State in this clause are in addition to any other rights and remedies provided by law or under this contract.

Travel
Expenditures made by the Contractor for travel will be reimbursed by the State at the current rate paid by the State of Indiana.  Travel expenses can only be reimbursed in accordance with the State Travel Policies and Procedures as specified in the current Financial Management Circular (#97-1.1).  Out-of-state travel requests must be reviewed by the State for availability of funds and for appropriateness per Circular guidelines.  
Waiver of Rights

No right conferred on either party under this contract shall be deemed waived and no breach of this contract excused, unless such waiver or excuse shall be in writing and signed by the party claimed to have waived such right.

Work Standards

The Contractor agrees to execute its respective responsibilities by following and applying at all times the highest professional and technical guidelines and standards.  If the State becomes dissatisfied with the work product or the working relationship with those individuals assigned to work on this Contract, the State may request in writing the replacement of any or all such individuals and Contractor shall grant such request.
Non-Collusion and Acceptance 

The undersigned attests, subject to the penalties for perjury, that he/she is the contracting party, or that he/she is the representative, agent, member or officer of the contracting party, that he/she has not, nor has any other member, employee, representative, agent or officer of the firm, company, corporation or partnership represented by him/her, directly or indirectly, to the best of his/her knowledge, entered into or offered to enter into any combination, collusion or agreement to receive or pay, and that he/she has not received or paid, any sum of money or other consideration for the execution of this agreement other than that which appears upon the face of the agreement.

The rest of this page is left blank intentionally.

In Witness Whereof, Contractor and the State of Indiana have, through duly authorized representatives, entered into this agreement.  The parties having read and understand the foregoing terms of the contract do by their respective signatures dated below hereby agree to the terms thereof.

Contractor:

(Where Applicable)

By:

Attested By: 
 

Printed Name:




Title:

 


Date:




State of Indiana Agency:


By:


Printed Name:


Title:


Date:
 

Data Processing Oversight Commission 
Department of Administration

By:




Printed Name:

Betty Cockrum

Title:

Commissioner

Date:

Date:


State Budget Agency


Office of the Attorney General

Peggy Boehm

Jeffrey A. Modisett

Director

Attorney General

Date:

Date:
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Purpose of the Investment Policy"


This Investment Policy Statement is intended to assist the Board of Trustees (Board) of the Indiana State Teachers Retirement Fund (Fund) in managing the investment program established for the Annuity Savings Accounts.  The Board may, at its discretion and consistent with its governing legislation, delegate responsibilities to an Investment Committee to carry out requirements of this policy.
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Incorporation of Relevant Portions of Investment Policy Statement for Non-Employee Directed Funds"


The Board adopted an Investment Policy Statement covering all the Funds other assets (except for the Annuity Savings Accounts) on December 4, 1997.  Many sections of that statement are equally applicable to the Annuity Savings Accounts.  Consequently, this Statement incorporates by reference the following Articles of that statement:



Article III (Code of Ethics)



Article V (Directed Brokerage Policy)



Article VII (General Guidelines for Investment Managers)



Article VIII (Manager Selection Process)



Article IX (Manager Termination Procedure)



Article X (Communications)



Article XI (Guidelines for the Custodian)



Article XII (Securities Lending Policy)



Article XIII (Proxy Voting Policy)
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The Fund was established to provide retirement, disability, death, and termination benefits to present and former members of the Fund and their beneficiaries who meet the statutory requirements for such benefits.  The Fund must be operated for the exclusive benefit of members and their beneficiaries, pursuant to Indiana law and the Internal Revenue Code.  The Fund is required by Indiana law to meet all rules applicable to a qualified plan under Section 401 of the Internal Revenue Code, in order to provide the ensuing tax advantages to its members.  In addition, the Fund is a trust, exempt from taxation under Section 501 of the Internal Revenue Code.  The Fund is also governed by Indiana statutes and administrative rules.  See IC 5-10.2 and IC 21-6.1.


The Indiana General Assembly recently enacted the prudent investor standard to apply to the Board and govern all its investments.  See PL 37-1996.  In doing so, the General Assembly noted the following:



Whereas, the general assembly also believes that a prudent diversification of investments by public retirement funds is an essential element of a stringent investment standard for such funds and is critical for the future; and



Whereas, the general assembly finds that numerous actuarial studies of retirement funds in Indiana and other states have demonstrated that, due to the long term nature of the investment made by public retirement funds, diversification of such investments in a responsible manner reduces risk, increases income, and improves security for such funds, while a lack of diversification results in reduced income and increased risk to the retirement funds, while creating a substantial additional burden for the taxpayers who ultimately bear the burden of providing the assets for such funds in the absence of sufficient investment income; and



Whereas, the general assembly desires to pass a diversification rule patterned after the stringent federal law applicable to private plans, which will provide that the trustees of each fund must diversify the investments of their fund so as to minimize the risk of large losses.


Thus, the primary governing statutory provision is that the Board must invest its assets with the care, skill, prudence, and diligence that a prudent person acting in a like capacity and familiar with such matters would use in the conduct of an enterprise of a like character with like aims. The Board is also required to diversify such investments in accordance with prudent investment standards.  IC 21-6.1-3-9.


The Annuity Savings Accounts are bookkeeping accounts established for each member of the Fund.  Pursuant to IC 5-10.2-3-2, each member is required to contribute 3% of their annual compensation to the Fund.  The member's account is credited with this 3% contribution at least annually (whether paid by the member or picked-up by the employer).  The member has the ability to direct the investment of their account to several alternative funds or may leave their account in the guaranteed fund.  The guaranteed fund affords the member a risk free protection on all contributions credited to that member's account, plus all previously credited interest (at an interest rate determined by the Board each year).  Legislation has been enacted that will substantially enhance the members' investment direction opportunities, effective July 1, 1998.  These accounts produce an additional separate benefit from the fixed-formula employer-funded pension benefit.  The Annuity Savings Accounts are subject to the following provisions:




The Board must maintain a guaranteed fund option.  IC 5-10.2--2-3(b).




The Board must maintain an indexed stock fund option.  IC 5-10.2-2-3(c)(1).




The Board must maintain a bond fund.  IC 5-10.2-2-3(c)(1).




The Board may establish any other options it wishes, so long as the options represent a variety of investment objectives.  IC 5-10.2-2-3(c).




Administrative costs of each of the options must be paid from the earnings on that option.  IC 5-10.2-2-3(c)(4).




A valuation of each members Annuity Savings Account must be completed at least annually.  IC 5-10.2-2-3(c)(5).


Other pertinent investment requirements in the Indiana statute include the following:


1.
Fund investments must be held for the Fund by banks or trust companies under a custodial agreement or agreements.  IC 21-6.1-3-13.  All custodians must be located in Indiana.  IC 21-6.1-3-13.


2.
The Treasurer of the State must receive all Fund deposits (e.g., income, interest, receipts, etc).  IC 21-6.1-3-8.


3.
The Board may not engage in any prohibited transaction, as described in Section 503(b) of the Internal Revenue Code.  IC 5-10.2-2-1.5(9).


A legal opinion dated May 19, 1997, from Ice Miller Donadio & Ryan analyzes the Board's authority to make investments under the Indiana Constitution and concludes that there are no other constraints under Section 12 of Article XI of the Indiana Constitution on the Board's authority to invest.
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The primary focus of this Investment Policy Statement is to:


1.
Make a clear distinction between the responsibilities of the Board, the investment managers, the investment consultant that provides various services to the Board, the custodian, any third party administrator approved by the Board, any recordkeeper appointed by the Board and the educator.

2.
Outline the number and characteristics of investment options selected by the Board for the Annuity Savings Accounts.


3.
Provide rate-of-return objectives and establish formal criteria to monitor and evaluate the performance results of the various investment options.

4.
Establish procedures for selecting, monitoring, and, if appropriate, replacing investment managers that will be responsible for investing the assets.


5.
Establish effective communication procedures between the investment managers and the Board.

6.
Create a formal process for reviewing and modifying this Investment Policy Statement.


PRIVATE 
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The Annuity Savings Accounts investment program has been structured to provide Plan members with a choice of five well diversified options that offer a range of risk and return characteristics appropriate for members.  The program will also outline five lifestyle models, comprised of the individual options allocated in various percentages ranging from conservative to aggressive investment style. These lifestyle models will serve as general asset allocation guides for members who wish to use them.  However, members will also be able to select between the investment options in other percentage mixes than the lifestyle models described.  A member can select between the options subject to the following conditions from IC 5-10.2-2-3(e):




A member may make a selection or change an existing selection at any time, but not more than once in a twelve (12) month period.




The Board must implement the members selection beginning the first day of the next calendar quarter that begins at least thirty (30) days after the selection is received by the Board.  This date is the effective date of the members selection (Effective Date).




A member may select any combination of the Guaranteed Fund or any available options, in ten percent (10%) increments.




A members selection remains in effect until a new selection is made.




On the Effective Date of a members selection, the Board must reallocate the members existing balance or balances in accordance with the members direction, based on the market value for an option balance on the Effective Date and by account balance for any Guaranteed Fund balance on the Effective Date.  The Board shall not reallocate the members account at any other time.  IC 5-10.2--2-3(e)(5).




All further contributions to the members account shall be allocated in accordance with the members most recent effective direction.


The options currently include:



S&P 500 Index Fund



Small Cap Equity Fund



International Equity Fund



Bond Fund



Guaranteed Fund


The current lifestyle fund allocations include:

	PRIVATE 
Investment Option


	Aggressive
	Apple I
	Apple II
	Apple III
	Conservative

	S&P 500 Index Fund
	80%
	60%
	40%
	20%
	0%

	Small Cap Equity Fund
	10%
	10%
	10%
	0%
	0%

	International Equity Fund
	10%
	10%
	10%
	10%
	0%

	Bond Fund
	0%
	20%
	20%
	30%
	50%

	Guaranteed Fund
	0%
	0%
	20%
	40%
	50%

	
	100%
	100%
	100%
	100%
	100%



The number and types of investment alternatives available and the investment managers retained to manage the alternatives are subject to regular review and replacement by the Board.  The Board is required to prepare at least annually an analysis of the options.  This analysis must:




Include a description of the procedure for selecting an alternative investment program;




Be understandable by the majority of members; and




Include a description of prior investment performance.


IC 5-10.2-2-3(d).


In addition, the Board intends to comply voluntarily with the provisions of Section 404(c) of the Employee Retirement Income Security Act of 1974, as amended (ERISA), which provides special rules for participant-directed plans that permit a participant or a beneficiary to exercise control over assets in his or her account.  The Board acknowledges that, in the process, it has the objective of controlling the costs involved with administering and managing the investments.
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Name of Plan:



Indiana State Teachers' Retirement Fund


Plan Sponsor:



State of Indiana


Tax ID Number:


35-6019194


Bank Custodian:


National City Bank, Indiana







Indianapolis, IN


Plan Actuary:



Gabriel, Roeder, Smith & Co.







Southfield, MI


Investment Managers:

(TBD)


Plan Attorney:


Lynne M. McMahan

Mary Beth Braitman







Teachers Retirement Fund
Ice, Miller, Donadio & Ryan


Investment Consultant:

Callan Associates Inc.


Actuarial Investment Assumption:
7.5 percent


Approx. No. of Participants:

120,000

PRIVATE 
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Member Education"


The Board believes education of the members concerning investment choices is very important.  The Board intends Staff to develop an on-going education process.  Where deemed necessary by Staff, Staff may contract with an entity to provide members with education so they can make appropriate and informed choices between and among investment options.


This education component will include, among other things, any of the following, as deemed appropriate by the Board or Staff:



Information on investment fundamentals, including the importance of diversification and the asset allocation decision.



The relationship between risk and return.



The impact of the investment time horizon and the effect of inflation on investment growth.



Instruction on the time value of money, particularly the effects of compounding.



Discussion of the securities that make up each of the different investment options.

PRIVATE 
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PRIVATE 
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The Board of Trustees ResponsibilitiesAtc  \l 2 ".
The Board of Trustees Responsibilities"


The Board is a five member body of persons whose role is to oversee all aspects of the operation of the Fund. IC 21-6.1-3-6.  The Board is appointed by the Governor for a four year term, pursuant to IC 21-6.1-3-1 and IC 21-6.1-3-2.  At least two Board members must be members of the Fund.  The Board members are fiduciaries of the Fund.  As fiduciaries under the Plan, the primary responsibility of the Board as to the Annuity Savings Accounts is to establish the number and types of investment alternatives available to Plan members.


Other primary responsibilities of the Board are these:



To select and retain investment managers to manage the investment options. Investment managers retained by the Board must be either a bank, an insurance company, a mutual fund organization, or a registered investment adviser as defined by the Investment Advisors Act of 1940.



To monitor and evaluate the performance results, both through returns and the resulting risk characteristics, achieved by the investment managers.



Upon consideration and evaluation, terminate a manager.



To establish effective communication procedures between the investment managers, the custodian, any third party administrator, and the Board.


PRIVATE 
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Staff Responsibilities"


The Staff are those persons employed by the Fund.  Staff duties are to administer the Fund in line with the policies and decisions of the Board and the provisions of governmental law and to provide input for the Board so that issues can be studied fully prior to any Board decision.  In addition, Staff is responsible for interacting with the legislature, serving the needs of Fund members, and managing the Fund's relationships with outside professionals and other constituencies.


The Director, a member of the Staff and the Fund, is appointed by the Governor.  The Director is responsible for performing duties as assigned by the Board.  IC 21-6.1-3-5.


PRIVATE 
C.
Investment Managers ResponsibilitiesCtc  \l 2 ".
Investment Managers Responsibilities"



To manage the Plan's assets under its supervision in accordance with the guidelines, objectives, and the Code of Ethics contained in this Investment Policy Statement.



To exercise investment discretion in regard to buying, managing, and selling assets held in the portfolio, subject to any limitations contained in this Investment Policy Statement.



To promptly vote all proxies and related actions in a manner consistent with the long-term interest and objectives of the Plan as described in this Investment Policy Statement.  Each investment manager shall keep detailed records of said voting of proxies and related actions and will comply with all regulatory obligations related thereto.



To communicate with the Board in writing regarding all significant changes pertaining to the portfolio it manages or the firm itself.  Changes in ownership, organizational structure, financial condition, professional staff or commencement of material litigation are examples of changes to the firm in which the Board is interested.



To use the same care, skill, prudence, and due diligence under the circumstances then prevailing that experienced investment professionals acting in a like capacity and fully familiar with such matters would use in like activities for like retirement plans with like aims in accordance and compliance with all applicable laws, rules, and regulations, including the State of Indiana.



To acknowledge and agree in writing as to their fiduciary responsibility to fully comply with the entire Investment Policy Statement set forth herein, and as modified in the future.



To conform to all provisions of their contract with the Board.



To report to the Board or its designee monthly regarding the status of the portfolio and its performance for various time periods.  Meet with the Board or its designee at least annually to report on their performance and compliance with goals and objectives.



To provide a duplicate confirmation of brokerage transactions to the Board.



To be registered and retain their registration under the Investment Advisors Act of 1940 and Securities Exchange Commission Acts, unless exempted from registration by the SEC.


PRIVATE 
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Investment Consultants Responsibilities"



Provide independent and unbiased information.



Assist in the development of Investment Policy Statement.



Assist in monitoring compliance with Investment Policy Statement.



Assist in development of performance measurement standards.



Monitor and evaluate manager performance on an ongoing basis.



Conduct due diligence when a manager fails to meet a standard.



Make recommendations with respect to manager retention or termination.



Establish a procedural due diligence search process.



Conduct manager searches when needed for policy implementation.



Provide assistance and advice as requested.


PRIVATE 
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Custodian Responsibilities"


A custodian for the Fund is a bank or trust company located in Indiana which is retained by the Board.  A custodian may be authorized to (1) hold securities and other investments in the name of the Fund, in the name of a nominee of the custodian, or in bearer form; (2) collect and receive income, interest, proceeds of sale, maturities, investments, deposit all these receipts in a custodian account or checking account as instructed by the Board, and reinvest these receipts as directed by the Board; (3) maintain accounting records and prepare reports which are required by the Board and the State Board of Accounts; (4) perform other services for the Board as are customary and appropriate for custodians; and (5) if retained, to conduct any analysis required by the Board.  IC 21-6.1-3-13.


The custodian will be responsible for reconciling all trades for the Annuity Savings Accounts and proper valuation of assets.  Additionally, the custodian will keep track of the fund activity for the plan, and keep a running tally of the allocation of assets.


Upon direction by the Staff, following the direction of the member, the custodian shall be responsible for allocating new funds and existing funds appropriately to the designated investment pools in accordance with the guidelines set forth in this Investment Policy Statement.


Pursuant to IC 5-10.2-2-3(e)(5), the Board is to reallocate a members account at the effective date of any members selection of options (which can occur no more than once in a twelve month period).  The Board is not to reallocate between the members options at any other time.
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Recordkeepers Responsibilities"


It is the responsibility of the recordkeeper to maintain accurate and timely accounting of all assets for each individual member. The recordkeeper must reconcile all member account information with the custodian on a basis as established by the Board.
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PRIVATE 
A.
Guaranteed FundAtc  \l 2 ".
Guaranteed Fund"


The investment objective of the Guaranteed Fund is to provide stability with corresponding minimal risk, to have appropriate income yields, and to seek preservation of capital.  The Board has selected a mix of 90% fixed income securities and 10% equity securities for this fund.


PRIVATE 
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Bond Fund"


The investment objective of the Bond Fund is to achieve returns in excess of the Lehman Brothers Aggregate Bond Index.  In addition to investing in a broad range of investment-grade corporate, U.S. government and agency instruments this fund may invest up to 10% in high yield and 10% in non-U.S. fixed income securities.


The following restrictions apply:



The average credit quality of each managers portfolio shall not be lower than single A.



The diversification of securities by maturity, quality, sector, coupon and geography is the responsibility of the manager.



The exposure of each manager's portfolio to the securities of any one corporation should be limited to not more than 5% of the manager's portion of the Fund portfolio measured at market value.  Securities backed by the full faith and credit of the United States Government or any of its instrumentalities shall not be subject to exposure limitations.



Although it is the Board's desire that its fixed income investment managers remain as fully invested at all times as is prudently possible, fixed income managers may invest up to 3% of the Fund's assets under their respective management in cash and equivalents that is not a result of a portfolio investment strategy (i.e. barbell maturity strategy) without prior approval granted by the Board.



Each investment manager shall be responsible for the daily monitoring of portfolio activity to minimize the uninvested cash balances.



The average duration of a fixed income investment manager may not vary by more than 20% from the average duration of that managers benchmark index.


PRIVATE 
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S&P 500 Index Fund"


The investment objective of the S&P 500 Index Fund is to closely track the returns of the S&P 500 Index by employing an indexing strategy that invests primarily in the stocks and futures of the S&P 500 Index.
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Small Cap Equity Fund"


The investment objective of the Small Cap Equity Fund is to provide total returns in excess of the return of the Russell 2000 Index, by employing one or more active managers that may invest in companies with market capitalizations ranging from $100 million to $1.5 billion at the time of purchase.  Given the potential lack of liquidity and the capitalization range of this fund, any manager under this option may also invest up to 5% in cash and equivalents.
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The investment objective of the International Equity Fund is to provide total returns in excess of a broad market index (EAFE) by employing one or more active managers who invest in companies in the developed Non-US countries.


The following restrictions apply:



Equity holdings in any one international company shall not exceed 10% of the total value of all investments in international equity securities.



Equity holdings in any one industry category shall not exceed 25% of the total value of all investments in international equity securities.



Equity holdings in any one country shall not exceed 25% of all investments in international equity securities.



Equity holdings in any one company should not exceed 5% of market value of the manager's portion of this fund's portfolio without the consent of the Board.  Bonds of the companies in question would be included in the company exposure calculation if held in the managers portfolio.



Equity holdings in any one industry should not exceed 20% of the market value of the manager's portion of this fund's portfolio.  Equity holdings in any one sector (e.g. energy, technology, etc.) should not exceed 30% of the manager's portfolio market value.



Purchasing on margin or any other form of leverage is prohibited.



Each manager shall attempt to minimize uninvested cash balances.
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The Board has determined that it is in the best interest of the Plan's participants and beneficiaries that performance objectives be established for each investment alternative.  It is clearly understood that these objectives are to be viewed over the long term and have been established after full consideration of all factors set forth in this Investment Policy Statement. The performance of each individual option will be evaluated relative to a market index and to a meaningful peer group of active managers. Specific benchmarks for each option are delineated below.
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
Guaranteed Fund.  Each year, the Board will establish the interest crediting rate, based on the markets, the returns of the fund, and other factors it deems relevant.



Bond Fund. This funds return is expected to exceed the return of the Lehman Brothers Aggregate Bond Index and the median of a core bond group over rolling three-to five-year time periods.



S&P 500 Index Fund. This funds return is expected to match the return of the Standard & Poor's 500 Index over rolling three- to five-year time periods.



Small Cap Equity Fund. This funds return is expected to exceed the return of the Russell 2000 Index and the median of a small cap broad style group over rolling three- to five-year time periods.



International Equity Fund.  This funds return is expected to exceed the return of the Morgan Stanley Capital Index - Europe Australia and Far East (MSCI-EAFE) and the median of a non-U.S. core fund group over rolling three- to five-year time periods.
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