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a @mded Investment Policy, Sect on 7. coled/Commingled
Investments, 7.2, 1tual Fund Investments/Commingled
Funds (a) (b) to eliminate certain ambiguities in the
Policy. See Investment Comm: :ee Resolution No. NNICAU-

02-18 attached as Exhibit A.

D. The Budget and Finance Committee, upon the recommendation
of tl Investment Committee and the Investment
Consultant, has reviet 1 the amended Investment Policy,
Pooled/Commingled Investments and has deter ined that it
is in tl best interests of the Navajo Nation to amend
the Master Investment Policies as reflected 1in the
recommended amended policy. Attached to Exhibit A.

SECTION THI E. APPROVAL

A. The Budget and Finance Committee approves the amended
Policy related to Poole /Commingled In' stments,
7.2(a) (b), 1 its entirety as set forth in Exhibit A

attached 1 to.

B. The amended Master Investment Policies, Pooled/Commingled
Investments, 7.2(a) (b) shall become effective immediately
upon adoption of this Resolution by the Budget and Finance

Committee.
CERTIFICATION
I hereby certify that t e foregoing resolution was duly
considered by the Budget and Finance Con .t > of the Navajo
Nation Counc at a duly called meet ng held at Window Rock,
Navajo Nat o>n (Arizona), at which a guorum was present and that

the same was passed by a vote of 3 in favor and 0 opposed, this
5 day of December, 2017.

C PRERTES - "
"wSetﬁ#bamggi;ghairperson
Budget d Finance Committee

Motion: Honorable Tom T. Che
Second: Honorable Tuchoney Slim, Jr.
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Exhibit A

THE NAVAJO NATION
MASTER INVESTMENT POLICIES
Section 1. Introduction and Scope

1 Introduction. The Master 1vestment Policy and Procedures (the “Policy”) and the
corresponding Sub-Policies covering specific funds (defined below in Section 20) of the Navajo
Nation (the “Nation™) provide the Parties (defined below in Section 3.1) with policy guidance for
investing the Nation’s financial resources. The Policies provide e framework for the Nation’s
exccution of its fiduciary responsibilities to Nation members, employees, and other beneficiaries
of the Nation’s funds.

This Policy will be reviewe as needed by the N on acting through the Nation’s Investment
Committee (e “Investment Committee”) and the Budget and Finance Committee of the Navajo
Nation Council (the “B&F Committee”). Adoption of this Policy and any subsequent
modifications require recommendation by the Investment Committee to the B§ Committee for
the B&F Committee’s approval.

1.2 Scope - Funds and Accounts. ~ ¢ scope of this Policy and its Sub olicies applies to all
investable funds of the Nation, being short, intermediate, or long-term, or managed internally or
externally.

Accounts are classified into funds pursuant to GAAP in accordance with specified activities and
objectives. ¢ Nation’s existing funds include the fc owing funds organized in the following
four (4) fund class cations (the “Fund Class cations”):

GENERAL FUND
SPECIAL REVENUE FUNDS

Grant Fun

Chapter Government Nation Building Fund (1982 Claims Fund and 1986 Claims F1  d)

Navajo Dam Escrow Fund

Scholarship Fund (Navajo Engineering and Construction Trust Fund for Sche sl s and
Financial Assistance and the Diné Higher Education Grant Fund)

Navajo Rehabilitation Trust Fund

Navajo Tourism Fund

Land Acquisition Fund

Environmental Protection Agency Fund

Navajo Trust Fund (Phoenix Indian School)

Tax Suspense Funds

Oil and Gas Develc ment Special Revenue Fund

Navajo Forestation Fund

Local Governance Trust Fund

Capital Outlay Match Funding Special Revenue Fund

Sales Tax Trust  nd

Navajo Nation Road Fund






2.1

2.2

Classification, to maximize investment earnings. Investment income will be : ocated to the
funds based on their respective participation in the aggregate investment and in accordance with
GAAP. Funds prohibited from comingling will be managed separately (e.g.. etirement Funds).

The Controller may, using his or her professional judgement, establish more than one cash
management fund. On a quarterly basis, the Controller shall report the status and performance of
the internal cash management fund(s) to the Investment Committee. The Controller shall report
to the B&F Committee the establishment of any new cash management fund.

ction 2. General Objectives

Investment Objectives and Priorities. The Nation shall invest all available funds subject to the
following objectives and priorities:

a) Safety of principal. Investments shall be undertaken in a manner at seeks to ensure the
preservation of capital in the overall ortfolio.

b) Liquidity requirements of anticipated and unanticipated expenditures.

c) Yield.

d) Recognition of differing « jectives and needs of various fund portfolios.

€) Conformance with Nation law and other applicable legal restrictions.

f) Maximization of the total rate of return on investment consistent with the foregoing
objectivces.

g) Diversification by asset type, security, and investment manager in order to smooth the

volatility of quarterly returns.

Short-Term Fun The Nation shall invest its short-term funds in a ma ier that integrates
safety, liquidity, and yield as defined by (a)~{(c) below. The Nation’s short-term funds include:

The General Fund;
1e Grant Fund;
Proprietary Funds;
The cash portion of ng-term funds; and
Any other ort-term funds that may be added.

a) Safety. The Nation shall treat safety of princ al as the foremost objective of & short-
term investment portfolio. The Nation sha undertake investments in a manner that seeks
to ensure the preservation of capital in the overall short-term investment ortfolio.  1e
Nation’s objective will be to mitigate Credit Risk (defined below) and Interest Rate Risk
(defined below).

i) Credit Risk - The risk of loss due to fa re of security issuer or backer
(“Credit Risk™) will be minimized by the Nation as OWS:

a) Investments will be limited to the safest types of securities;













4.6

4.7

Duties of the Investment Managers. The Investment Managers’ duties include, but are not
limited to, the following:

a)

b)

d)

€)

g)

h)

Provide the Nation with a written agreement to invest within the guidelines established
by this policy and the corresponding asset class guidelines and shall commit to comply
with the Nation’s thics Code as affirmed in writing.

Provide the Nation with proof. liability and fiduciary insurance coverage.

Be a Securitiecs and Exchange Commission (“SEC”) Registered Investment Advisor
under the 1940 Act, and recognized as providing demonstrated expertise over a number
of years in the management of institutional assets.

Adhere to the investment management style concepts and principles for which they are
engaged by e Nation.

Execute all transactions for the benefit of the Nation with brokers and dealers qualified to
execute institutional orders on an ongoing basis at e best net cost to the Nation and,
where appr riate, facilitate the recapture of commissions on b alf of the Nation.

Reconcile monthly accounting, transaction, and asset summary data with Custodian
valuations and communicate and resolve any significant discrepancies with the Nation’s
Investment Consultant and Cu Hdian.

Report in writing to the Controller and Investment Consultant on all significant matters
pertaining to their firm’s ownership, investment style and philos: hy, changes in
personnel, significant client departures, and periods of underperfo 1ance.

Vote the proxies « invested companies as they deem appropriate. The Investment
Committee reserves its right to exercise its proxy rights when it so chooses.

Duties of Custodians. The custodian’s (the “Custodian”) duties include, b1 are not limited to,
the following:

a)

d)

©)

Provide complete gl al custody and depository services for the designated Nation
accounts.

Provide an audited monthly report of the investment activities conducted by the
Investment Managers.

Provide monthly and year-end accounting statements for :  funds, including all
transactions.

Collect a interest income and dividends and principal realization and properly report it
in monthly statements.

Reconcile monthly accounting, transaction, and asset summary data and communicate
and resolve any significant discrepancies with the Nation’s Investment Consultant and
Investment Managers.






7.1

7.2

the Attorney General’s authority and duties set forth in 2 N.N.C. § 1963.B. Duties of Special
Counsel may include, but shall not be limited to, the following:

a) Advisc the Office of the Controller, the Investment Committee, and the B&F Committee
on legal matters concerning investment policy and investment opportunities, including
both direct and passive investments.

b) Assist the Nation in the selection of advisors, consultants, managers and other service
providers, including the preparation of requests for proposals and the evaluation of
proposals.

c) Assist the Nation in the negotiation of fee arrangements and contract terms, including

dispute resolution, jurisdiction, governing law, protection of confidential information and
intellectual roperty and other agreement provisions, consistent with the laws and
policies of the Nation.

d) Handle special projects at the request of the Office of the Controller, the Investment
Committee, the B&F Committee, and the Department of Justice.

Section 5. Asset Allocation Guide 1es and Rebalancing Policy

ne target assct allocation guidelines and time parameters for achieving target allocations are
outlined in the Sub-Policy estal shed for each separate fund. Su  Sub-Policies shall be
approved by the B&F Committee upon recommendation by 1e Investment Committee.

Section 6. Cash Holdings

It is the olicy of the Nation for ¢ ity Investment Managers to = fully inve | at all times,
except in anticipation of large withdrawals. Equity Investment Managers shol  maintain less
than five percent (5%) of their portfolios in cash equivalents. Fixed income Investment I nagers
can maintain higher cash balances (e.g., as bar-bell strategies necessitate this exposure to cash).
This Section does not apply to cash Investment Managers.

Section 7. Pooled/Commingled Investments

Definition of Commingled Investments. Commingled investments refer to investment
instruments where there is a pooling of securities owned by multiple clients for diversification
and cost benefits and, erefore, investment managers cannot tailor the portfolio » suit client-
specific guidelines.

Mutual Fund Investments/Comm :d Funds.
a) No single investment of the Nation’s funds shall be made in any mutual funds or peeled

institution—portfelios—other commingled investment that would contain more than ten
percent (10%) of the Nation’s total ortfolio valued at market at 1e time_of such
investmentirestricted-investments.

b) With the approval of the Investment Committee, the Nation may invest in any eiversified
mutval—fund—er—commingled (including, without limitation, any limited partnership,
limited liability company, commingled investment fund. hedge fund, private equity fund,
unit trust, joint venture. trust or mutual fund), as long as it is either (i) registered under







e)

transactions, in. ding spot or cash basis currency transactions, forward contracts
and buying or selling options or futures on foreign currencies, shall be permitted
for the purposes of hedging foreign currency risk.

V) Collateralized obligations, including but not limited to mortgages, held in trust
that: (1) are publicly traded and are registered by the SEC or other Self
Regulatory Organization (“SRO”) and (2) have underlying collateral that is either
an obligation of the United States government or has received an investment
grade rating from a nationally recognized rating agency.

Diversified Inflation Strategies (“DIS™). e investment objective of DIS is to provide
total returns and capital appreciation exceeding inflation by a premium (e.g. CPI + 5%) as
measured vy the appropriate custom inflation index. The primary role of the DIS
allocation is to hedge against the erosion of asset values due to inflation and to diversify
portfolio risks. The DIS asset class may include but is not limited to master limited
partnerships, royalty trusts, infrastructure, treasury inflation protected securities (“TIPS™),
real estate/REITs, natural resources, commodities, and currencies.

edge Funds/Global Tactical Asset Allocation (“GTAA”) — Hedge fund and GTAA
strategies are designed to provide returns similar to publicly traded equities but with
significantly lower volatility.  Additionally, these strategies should exhibit low
correlations to the traditional asset classes in the portfolio. Investments in hedge funds
and GTAA strategies can be made via fund of fund, direct investm ts, and mutual fund
vehicles. The hedge fund/GTAA asset class may include but is not limited to strategy
types including ng/short e ity, long/short credit, distressed, risk-parity, macro, and
relative value.

Cash Equivalents. Cash equivalents are interest bearing securities that maximize
quidity and safety of principal. The following types of cash equivalents are eligible for
investment:

1) Certificates of D osit (“CDs”) that are one hundred percent (100%) federally
insured or collateratized with government or government agency securities with a
market value of at least one hundred and two percent (102%) of the face value of
the certificate. Prefer ce placement in ( s mav be granted to those financial
institutions that are supportive of the Nation’s scal objectives (e.g., loans,
le.  /purchase agreements, check cashing fee waivers, etc.);

i) United States Treasury ills;

i) Repur ase Agreements acquired under an Investment Committee-approved
master agreement;

1v) Commercial Paper of the highest three grades as rated by a nationally recognized
rating agency; and

V) Commercial Bank Trust Department commingled liquie y funds ecifically
approved by the Investment Committee.

Maturities should be short enough that funds can quickly liquidated with no
loss of principal.
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Section 9. Prohibited Investments

The following investments are prohibited in separate account sttuations (i.e., not mutual or commingled
funds). Should a prohibited transaction occur it should be reported immediately to the Controller, who
will report it at the next Investment Committee meeting where the Investment Committee will decide how
to proceed.

9.1

9.2

9.3

9.4

9.5

Self-Dealing Transactions. Investment Managers shall not purchase or hold any security or
other investment that is issued by a co oration with which the Investment Manager’s firm has
any t. ¢ of ownership relationship.

Individual CD’s and Time Depo s. Individual CDs and Time D osits shall not exceed
applicable Federal Depository Insurance Corporation (“FDIC”) deposit insurance limits unless
they are one hundred percent (100%) collateralized by eligible securities or fully covered by a
surety bond.

Letter Stock. Letter stock and other unregistered equity securities are prohibited. Memberships
in limited liability cc panies, artnership intercsts, corporations or ¢ er ownership in
connection with hedge funds, venture capital, private equity, and real estate investments are not
prohibited.

Litiga »n with the Nation. The Nation prefers not to invest in a company with which it is
involved in litigation or a major contractual dispute.

General Prohibitions. No investment may be made in any enterprise of the Nation for the
purpose of allowing that enterprise to make a direct or indirect investment in any ¢ ity or project

that is not v y owned and managed by the Nation or an enterprise of e Nation.

Section 10. Derivatives Policy

Investmer :in derivatives all be consistent with the P« cy set forth in this document.

a) No derivatives are permitted whose value fluctuates as a multiple of any underly g
security.

b) Investments in derivatives shall be unleveraged investments.

) No investment shall be made in any newly formed instrument without the consent of the

Investment Committee.

d) Futures, forwards, and options are ermitted only if they are used in a defensive hedging
mz er, i.e., to control the volatility of a currency.

Section 11. Concentration and Diversification Guidelines Pert. 1ing to the
Overall Investment Program

a) Not more than two and one half percent (2.5%) of the outstanding ¢ 1imon shares of any
public corporation shall be owned by the Nation.
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coliateral in amounts equal to or greater than the value of securities lent. Ca , U.S. Treasury Bills and
Notes, and A-1 or P-1 rated Commercial Paper are acceptable collateral.

Supervision of the lending program by the Investment Committee shall include:

a) Procedures to review the creditworthiness of . borrowers;
b) Requirements for full collateralization of all loans;
c) Other mcthods and procedures required by the Investment Committee for securing the

lending program.

Section 16. Commission Recapture Program

The Office of - : Controller assisted by the Investment Consultant shall monitor the commission
recapture and discount brokerage programs to insure that Investment Managers provide the best effort to
meet their commission recapture guidelines. The quality of execution should never be jer ardized.

Investment Managers may utilize brokers who provide the best net trade (discount brokerage) for their
transactions.

The Office of the Controller assisted by the Investment Consultant  all report, at least annua -, to the
Investment Committee and the B&F Committee e Investment Managers’ ac erence to the commission
recapture guidelines.

Section 17. Trades and Excha res

Investment Managers and the Office of the Controller may sell or exchange securities in the course of
daily management of specific funds. Such trades may be executed to raise cash, to shift maturity, to
change asset mix, to enhance yield, and to improve quality. The goal of all such trades is to maximize
portfolio performance while minimizing ri

a) The Office of the Controller and all Investment Managers will take advantage of security
swap opportunities to improve portfolio yield.

b) To account for market fluctuations and volatility, the Office of the Controller or its agent
(independent pricing agent) will mark to market all securities at least monthly. If a
significant ma 3t event - es place during ¢ month that impacts the value of the
portfolio, the Office of the Controller or its agent will mark the portfolio to market to
determine the impact on the portfolio.

The Controller shall determine the market value of all securities in the portfolio on at least a ¢ rterly
basis. These values shall be obtained from a reputable and independent source . d the Investment
Consultant shall m 2 a report to the 1vestment Committee at :ast iarterly. The report shall include
the market v 1e and unrealized gain or loss of the securities in the porttolio.
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