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Chapter 9: Investment Policies

Overview

The Archdiocese recognizes and accepts its moral andakti@sponsibility to steward its
financial resources in a manner consistent with itomismission, values and core strategies.
The Archdiocese understands this stewardship respotysiitihin the context of the social
teachings of the Catholic Church and its commitmenadeocate for systemic changes to
improve the well being of individuals and communities. ddeo to fulfill this responsibility, it

is the policy of the Archdiocese to utilize its finaicesources to emphasize human dignity and
social justice and to comply in principle with the invesnht policies and principles as
promulgated from time to time by the USCEB

This chapter of the Pastoral Handbook also pertaitiset@rinciples of stewardship and the duty
of thefiduciary to manage the investment assets of the Archdipassgould a prudent investor
knowledgeable in similar matters. Its purpose is to egptles investment objectives of the
Archdiocese and to establish appropriate investment pobaid guidelines. The management of
Archdiocesan investment assets is the responsibflitygeoCFO with the advice and oversight of
the Investment Committee as set forth in the statok¢he AFC. Subject to the approval of the
AFC, the Investment Committee sets the necessarytmees policies, guidelines and objectives
and will implement and monitor these policies.

While the following Investment Policies and Guidelines guarprimarily to the Archdiocesan
Corporation and certain Ecclesiastical Organizationsiisiggs and other Ecclesiastical
Organizations along with their respective finance coapnshould utilize the following principles
as a reference source to provide assistance and guidatiee performance of their fiduciary
duties relating to investments.

! The most recent update by the USCCB was November 13, 2003.
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9.1. I ntroduction

The policies, guidelines and objectives that follow aneadyic in nature and may be modified
from time to time by the Investment Committee witle #pproval of the AFC. They should
represent the current consensus of the Investment Gteatmiphilosophy on the investment of
Archdiocesan funds.

9.1.1. The investment philosophy is intended to allow tdficsent flexibility in the
management process to capture investment opportunitidfgeeyasmay occur, while providing
reasonable parameters to ensure prudence, attentiolevantesocial concerns, and care in the
execution of the investment program.

9.1.2. The following policies and objectives, along withe tappendix entitled
Investment Guidelines - Asset Allocation and Investment Performasiadl serve the
Investment Managers as the principal source for devedoppvestment strategies. Investment
managers will act as fiduciaries, under separately manageounts with regard to the
management of the assets.
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9.2. Purpose

The purpose of this Investment Policy is as follows

9.2.1. To set forth a clear understanding of the investrobgctives, policies and
guidelines which the Investment Committee judges to be apatepand prudent in
consideration of the needs of the Archdiocese.

9.2.2 To set forth an investment structure detailing perdhdsset classes and expected
allocation among asset classes.

9.2.3. To establish the criteria that investment massagetiained by the Investment
Committee are expected to meet and against which theypenaeasured.

9.2.4. To encourage effective communication between rihestiment Managers, the
Investment Consultant, the CFO, the Investment Cdoteenand the AFC.

9.2.5. To serve as a document to guide the Investment Craroit the AFC and, as
necessary, parish and other Ecclesiastical Organizafinaace councils’ ongoing oversight of
their related investment assets.

9.2.5.1. The Archdiocesan Investment Program (Progiaoiides the
Archdiocese of Denver Master Trust (Master Trust),nBee Master Trust (Preneed Master
Trust), and the Archdiocese of Denver Priest Pensiam {Priest Pension Plan). In addition, the
CFO and the Investment Committee will also manage amwaitar cash and other investments
held by certain Trusts and/or other related entities ¢b#iectively represent the Short-Term
Money Management component of the overall investmertfghio of the Archdiocese.

a. The purpose of the Master Trust is and continues to &#ow the various
participating Grantors (the Archdiocesan Corporation amthiceEcclesiastical
Organizations) an investment vehicle to pool their raspea@ssets into the
Master Trust in order to have the opportunity to utilizerenqualified money
managers and investment professionals to assist in furttigig respective
endowments, trusts, and other funds purposes.

b. The purpose of the Preneed Master Trust is and aestito be to allow
the various participating Grantors (the Archdiocesamp@ation and certain
Ecclesiastical Organizationah investment vehicle to pool their respective assets
into the Preneed Master Trust in order to have the opmtytto utilize more
gualified money managers and investment professionals. Piémeeed Master
Trust serves as the investment vehicle for pooling funtideck solely to the
Preneed Contracts at St. Simeon Cemetery, Mount Olerhetery and the
Mortuary at Mount Olivet. The Preneed Trusts of thespective entities are, in
all respects, subject to and governed by the following kames regulations: (i)
Colorado Revised Statutes 810-15-101 et seq. as such statlité®e siraended,
revised or supplanted from time to time; (ii) all regiolas and rules promulgated
by the Colorado Division of Insurance, including any succeadarinistrative
agency which regulate preneed funeral trusts, as such tiegalashall be
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amended, revised or supplanted from time to time, and &y other laws,
statutes, regulations or case laws effective withinSfage of Colorado regulating
preneed funeral trusts.

C. The purpose of the Archdiocese’s Priest Pensiam B to maintain

sufficient pools of assets to provide retirement anddewial benefits to

participating priests within the territory of the Archcése who complete a period
of faithful service and otherwise become eligible.
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9.3. Responsibilities

9.3.1. The roles of the AFC, the Investment Committiee, CFO, the Investment
Consultant, the Investment Managers and the Trusteetflaisteith regard to the assets
are delineated as follows.

9.3.2. The responsibilities of the AFC are:
a. Oversight of all investment-related activities lo CFO and Investment
Committee.

b. Establishment of investment policy that is to guitke investment of the
Archdiocese’s investment assets;

C. Retention or dismissal of outside professionals aaghvestment managers,
consultants, custodian banks;

d. Periodic review of asset allocation and investmaerformance of the
investment managers.

9.3.3. The responsibilities of the Investment Cottami are to advise the CFO and the
Moderator of the Curia regarding:

a. Establishing overall financial objectives and setting investipelicy;
b. Setting parameters for asset allocation;

c. Establishing a process and criteria for the selectich @nmination of
Investment Managers and custodians;

d. Selecting a qualified Investment Consultant and makirecammendation to
the AFC,;

e. Selecting qualified Investment Managers and making a ne@ndation to
the AFC;

f. Selecting a qualified custodian and making a recommendatitie t&FC;

g. Monitoring investment results quarterly to assure thatcbibges are being met
and that policy and guidelines are being followed;

h. Communication on a structured and ongoing basis witlsethpersons
responsible for investment results;

i. Periodically monitor the investment holdings for compd@ with socially
responsible investment guidelines so that the holdingsldwoever cause
embarrassment or conflict with the moral interedtshe Archdiocese. As
such, the Committee makes recommendations regarding oreviso the
socially responsible investment guidelines being used byinhestment
managers;

] Selecting a qualified proxy voting firm.

9.3.4. The responsibilities of the CFO are:
a. Oversight of day-to-day activities of the investment program
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b. Implementation of changes recommended by the Investment
Committee and approved by the AFC.

9.3.5. The Investment Consultant will be responsible taagiineely advise and make
recommendations to the Investment Committee regarding:

Investment Policy
Asset Allocation
Manager Selection

Performance Evaluation
Other Investment Matters

P o0 oW

9.3.6. Specifically, the Investment Consultant will:

a. Perform manager searches that include the complete saigémanagers for
each particular investment style and complete adequate ldyende that ensures
only qualified managers are brought to the Investment Cdeenitfor
consideration.

b. Recommend specific managers to execute overall invesstraegy for the
Investment Program.

c. Review the performance, changes and outlook of the equatkets, fixed
income markets, international securities markets, manaykets, alternatives
markets (hedge fund products) and other markets on anngngod continual
basis with the Investment Committee.

d. Measure the management and construction of the lrtfmd asset
allocation by the use of standard deviation (as a meadursk), correlation,
probability theory, etc.

e. Communicate changes in the various markets in which tiek ifuor may be
invested and the importance of these changes upon theliportfo

f. Maintain complete objectivity and be free of all cantfl of interest in all
matters concerning the portfolio and their managementedatkd fees.

g. Perform their responsibilities for a fee that is readde and fair on an
absolute basis and in comparison to their peers.

h. Provide pertinent, accurate and timely information comog the
performance of the portfolio, selected strategies angithéal managers on both
an absolute basis and relative to peers and indexes. Thibewii both written
form and in verbal presentation to the Investment Cotamiat its quarterly
meetings.

i. Provide timely delivery of the required monthly and quartexports.

] Provide in-depth analysis and review to the Investment riitiee of
managers that are on “caution” status according to ImezgtPolicy, and inform
the Investment Committee immediately of events ahdasons that could be
cause for concern relative to managers’ ability toqenf
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k. Continually educate the Investment Committee by bringieg ideas and
education materials on various allocation methods aategies as needed.

I.  Conduct an annual fee analysis of the Investment Managergresent such
analysis to the CFO and the Committee

m. Contribute to the successful management of the InvestRregram including
meeting with the AFC as necessary

9.3.7. The Investment Managers will be responsible ®fdlowing:

a. Determining investment strategy within the specific styatagd/or
guidelines provided under the Manager’'s mandate;

b. Implementing security selection and timing within policyidgline
limitations.

9.3.8. The Trustee and/or the Custodian will be resperfsibl
a. Safekeeping of securities entrusted to it, the colleadibdividends
and income on those assets and other functions of ad@stsuch as
trade settlement and security reorganization processing;

b. Reception and disbursement of cash transactions agedirby the
CFO and/or Controller of the Archdiocesan Corporatiand the
notification of cash transactions to the appropriatestment Managers;

c. Issuance and maintenance of accurate monthly stateofeimddings
and transactions;

d. Forwarding of proxies for all Investment Managers toAhghdiocese
designated proxy voting firm.

e. Such other duties as set forth in the Preneed Mastest, TMaster
Trust and Priest Pension Trust agreements.
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9.4 Objectives, Policies and Guidelines

The primary objective of the Program is to earn theéhdsg return commensurate with the
Archdiocese’s and its participating related Ecclesiaktforganizations’ tolerance for risk.
Equally important, the Program should ensure that investassets are managed in accordance
with the objectives, policies and guidelines set fortheylnvestment Committee.

9.4.1. Investment Program Objectives The primary investment objectives of the
Program are to invest assets in a manner that futigigollowing:

9.4.1.1. The primary objective of the Master Trust is@neation of capital; that
is, to increase the purchasing power of the Archdiocesdetlam participating Ecclesiastical
Organizations within the Master Trust while reducing, to ¢ineatest extent possible, the
possibility of loss. The investment strategy and longitasset allocation for the Master Trust
should take into consideration the specific spending regeines and the present and future
needs of the Archdiocese and its respective partingp&cclesiastical Organizations. Therefore,
the desired minimum rate of return is equal to the Gaes Price Index (CPI) plus three percent
(3%) on an annualized basis.

9.4.1.2. The primary objective of the Preneed Master Tisugireservation of

capital; that is, to increase the purchasing power oAthbdiocese and the participating entities
within the Preneed Master Trust while reducing, to the gséaixtent possible, the possibility of
loss. The investment strategy and long-term asset atlocar the Preneed Master Trust should
take into consideration the specific spending requirenamithe present and future needs of the
Archdiocese and the respective participating Ecclesesbioganizations. Therefore, the desired
minimum rate of return is equal to the Consumer Rridex (CPI) plus three percent (3%) on an
annualized basis.

9.4.1.3. The primary objective of the Priest Pension Bléao ensure that sufficient

assets are available to fund the present and future bebéfations of the Priest Pension Plan
(the Plan) by investing the assets of the Plan in adiedsified manner designed to optimize
long-term returns while controlling risk. The investmematslgy and long-term asset allocation
for the Priest Pension Plan should take into consiaer the Plan’s liabilities to ensure the
timely payment of all present and future benefit obiayet. Therefore, the desired minimum rate
of return is to achieve an absolute rate of returndasethe long-term rate determined by the
actuarial consultant to the plan.

9.4.1.4. The primary objective of the Short-Term MoneyhMgement investments
is to earn an appropriate rate of return, but reduce expasdrrisk of losses to a minimal level.

9.4.1.5. A secondary objective of the Archdiocese’'ggRnm is to have a
sufficient degree of flexibility in order to meet the uneipaited demands and changing market
environment.
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9.4.2. Short-Term Money Management Portfolio

9.4.2.1. The assets of the short-term portion of tleadvportfolio will be invested
in a diversified manner within each asset category to re¢hlaglity of returns and/or credit risk.
This approach is consistent with the Investment Coregigtdesire for minimum variance of
returns.

9.4.2.2. Cash and Temporary Cash Investment$he investment objective is to
achieve a reasonable rate of interest on safe investattematives which include Mutual Funds
(those which maximize current income with preservaptibcapital and maintenance of liquidity),
US Treasury Issues, US Agency Issues, Insured Certifiodtiesposit, Insured Money Markets
and A2P2 or better rated Commercial Paper.

9.4.2.3. Short-Term Investments The investment objective is to achieve a
reasonable rate of interest on income investmentsniaatire inless than four years. The
scheduling of maturity dates should coincide with caslis\@¢ the Archdiocesan Corporation
and the liquidity needs of the respective participating t§ruscluding the Irrevocable Revolving
Fund Trust, the Archdiocese Welfare Benefits Trust #&l Archdiocese Risk Management
Property/Casualty Insurance Trust as determined by thé stathe Management Corp.
Investment alternatives will include those noted undsh @nd temporary cash investments and
under the guidelines for the Fixed Income component @fMhaster Trust, the Preneed Master
Trust, and the Priest Pension Plan discussed latbisiChapter.

9.4.3. Long-Term Component of the Portfolio

9.4.3.1. Subject to the specific investment objectivesjcips] guidelines and
limitations set forth in this document, the Investmeranisigers are granted full investment
discretion regarding the purchase and sale of individual sesuwvithin the Master Trust—and
the Preneed Master Trust and the Priest Pension Réaatization of gains or losses should be
decided solely on the basis of investment merits.

9.4.3.2. Although security selection is the respongibibf the Investment
Manager, the following guidelines should be followed. sEhguidelines are not meant to be
restrictive; ordinarily, any exceptions or modificatsodesired by the Investment Manager may
be discussed with the CFO, who shall determine wheligeissue should be brought before the
Investment Committee.

9.4.3.3. Asset Allocation —The Investment Committee will establish asset
allocation guidelines for the Archdiocese’s Master Trtise Preneed Master Trust and the
Priest Pension Plan assets, incorporating the digstagtirements of short-term and long-term
requirements/components of the respective Trusts. Sudeliges, which are periodically
updated, must also be approved by the AFC. Accordinglysgbeific target allocations of the
Master Trust, the Preneed Master Trust and the PrigfidPePlan portfolios, as between
various investment asset allocations, and appropriatearetiad) ranges are documented in the
minutes of the meetings of both the AFC and its Investn@mmittee and in an appendix
entitledInvestment Guidelines — Asset Allocation and Investment Performamncaddition, the
Investment Committee shall review annually its asdetation strategy, when considering the
short-term and long-term liquidity needs of the Arcagisan Corporation. Such a review will
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include forecasts compiled by the Controller and/or CFbeArchdiocesan Corporation and/or
the President of the Management Corp., reflecting hiogt-$erm and long-term cash liquidity
needs of the Archdiocesan Corporation and the paaticig Ecclesiastical Organizations.

9.4.3.4. Rebalancing Policy The purpose of re-balancing is to maintain the risk
profile implied by the stated long-term asset allocatargets. The CFO and Controller should
review the actual and target allocations quarterly andudbreonsider rebalancing the portfolio
whenever an asset class is outside its rebalancing riorges consecutive quarters.

9.4.3.5. Diversification — Diversification of assets will ensure that adverse or
unexpected results from one asset class or one sewtllihot have a detrimental impact on the
entire portfolio.  Diversification is interpreted to imde diversification by asset type,
characteristic and the number of securities.

9.4.3.6 Investment Performance — THavestment Committee will establish
investment performance guidelines for the Master TrastPreneed Master Trust and the Priest
Pension Plan assets. Such guidelines, which will begealty updated, must also be approved
by the AFC and should also include review procedures ftir the objectives of the portfolios
and the investment managers.

9.4.4. Equity Components

9.44.1. Definition — Equity securities are defined to include common stocks.
Permissible investments are all publicly traded AmeriCapository Receipts representing
foreign corporations, preferred stocks, and commonkstoé any voting class traded on an
exchange.

Mutual funds and commingled funds as an equity compondhegfortfolio may be used where
it can be demonstrated that such a vehicle is a morteeffasent and/or better investment
vehicle than the use of a separate account structurautifal funds are utilized, the investment
restrictions may not necessarily apply under allucmstances.

9.4.4.2. Selection- If a separate account structure is utilized, equityrgexs are
to be selected in accordance with criteria to be deétednby the investment manager and
applied on a consistent basis. Purchases and salescbf isvestments are the direct
responsibility of the designated investment manager uhdeattiscretion granted herein.

9.4.4.3. Temporary Investmentss Funds available for investment in equity
securities may be temporarily invested in money market fustert-term U.S. Treasury
obligations, short-term obligations of government-sportsoeaterprises, federal agencies,
commercial paper and commercial bank certificates pbsie

9.4.4.4. Prohibited Transactions— The Investment Committee foresees the
possibility of using mutual funds/collective trust funasiled partnerships in the form of
diversified fund of fund hedge funds and understands tegtwiould not have any control over
the management of such funds with regard to certain guedednd restrictions, including the
prohibited transactions noted below. Whenever posshdeCommittee intends to utilize funds
that comply with the investment guidelines stated in bhiestment Policy. Subject to that
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understanding, the prohibited investments and transactiorseparately managed accounts of
the Archdiocesan Corporation and the participating Eiedisal Organizations are:

a. Investment in common stock of non-public corporation

b. Short sales of any type, except through the use mingted funds (see

appendix (Investment Guidelines — Asset Allocation and Invest

Performance)

C. Investment in insurance investment contracts, suchgaaranteed
investment contracts

d. Investment in lettered or restricted stock

e. Transactions in options of any kind or in futures @mtér of any kind,

short sales of any type, except through the use of coadirfghds (see appendix
(Investment Guidelines — Asset Allocation and InvestmenfolRmance)

f. Investment in “penny stocks”
g. Margin buying, short selling or any strategy or instarcinvolving the
use of leveragg.

9.45. Fixed Income Components

9.4.5.1. Definition — Fixed income securities are defined to include debt
obligations that carry a predetermined rate of interedtdate of maturity. Mutual funds and
commingled funds as a fixed income component may be ukerkvit can be demonstrated that
such a vehicle is a more cost efficient and/or a betteestment vehicle than the use of a
separate account structure. If mutual funds are utilizesl,irtvestment restrictions may not
necessarily apply under all circumstances. Fixedmecmvestments of choice would be:

U.S. Treasury obligations (bills, notes, bonds)

b. Federal agencies of the U.S. government

C. Certificate of deposit backed by Federal Deposit &mg Corporation
(FDIC)

d. Corporate bonds rated “BAA” or better by Standarfda®r’s

e. Archdiocese and Diocese fixed income debt obligstiated or un-rated,

as long as the issue remains a direct obligation oC#tkolic Church.

% The use of leverage within the Archdiocesan investmetfofios is prohibited except as specifically permitted in
the alternative investment and commingled fund allonatido securities which involve leverage, such as futures
may be utilized without a fully collateralized cash posit No strategies based on leverage such as margingbuyin
or short selling may be employed within the investmentf@ar. When referring to “commingled funds” in this
investment policy, we are referring to investments sischutual funds and unit trusts.

The use of derivatives is allowed for instruments, whiate well understood risk/return patterns, well-documented
market liquidity, and a well-recognized pricing mechaniSoch securities as exchange traded futures and options,
and Treasury strips are permitted only if and to the éxtat they are fully collateralized to avoid any leage

from such positions. Futures trading will generally foe the purpose of hedging the investment portfolio’s
investments.
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9.4.5.2. Prohibited Transactions -Subject to those provisions of 9.4.4.4. aif
separate account structure is utilized, prohibited investmantls transactions include the
following:

a. Investment in tax-exempt bonds

b. Investment in bonds, notes, or other indebtedness forhvth&re is no
public market (private placements)

C. Investment in corporate obligations not rated at leastnobheh above the
lowest investment grade rating of Standard & Poor's, Moody'§itch (e.g.
“BBB-" and “Baa3” prohibited; “BBB” and “Baa2” not prohibiti

d. Investment in un-rated corporate bonds
e. Investment in commercial paper not rated A2P2 or better
f. Investment in master notes, unless the public debt akser is rated at

least AA or the equivalent
g. Investment in direct placement of mortgages on real ptype

9.4.6. Alternative Investments

9.4.6.1. Fund of Funds Hedge Funds will be held in theadaof professionally
managed pooled limited partnership investments offered by profed investment managers
with proven records of superior performance over tintkextensive knowledge in this area.
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9.5 Socially Responsible | nvestment Policy

The Archdiocese recognizes and accepts its moral andakti@sponsibility to steward its
financial resources in a manner consistent with it®wjsnission, values and core strategies. In
order to fulfill this responsibility, it is the policgf the Archdiocese to utilize its financial
resources to emphasize human dignity and social juatideto comply in principle with the
investment policies and principles as promulgated from toniene by the USCCB.

9.5.1. Shareholder Activist/ Proxy Voting The Archdiocesan Corporation’s CFO
through the utilization of a proxy-voting firm selectednfradime to time, controls all proxy
voting in order to communicate its views on social antchagament issues. The CFO controls
the voting of all proxies for equity securities held in fgests’ Pension Plan and general
accounts utilizing a consultant to vote proxies basedergtiidelines contained in this Policy.
The Proxy Voting Guidelines, which are included in this Bpli@ve been developed to provide
consistent criteria for voting on relevant social amhagement issues and to be consistent with
those of the USCCB. Issues not covered by the Proxiny&uidelines will be voted based
upon the discretion of the Investment Committee.

9.5.2. Shareholder Resolutions The Archdiocesan Corporation may partner with other
mission-based investors and other Catholic entitiebeanfiting of shareholder resolutions that
support advocacy priorities, goals, and strategies. Toledikycesan Corporation may work with
these mission-based investors to establish dialogue withoxations in order to redirect
activities or policies that are inconsistent with tAechdiocesan mission and values. The
decision to participate will be determined based on abiity of resources and relevance of
issues.

95.3. Social Criteria

The Archdiocesan Corporation believes that the §amiaral, and ethical beliefs and teachings
of the Catholic Church provide the fundamental framé&waithin which all actions carried out
should reside in the conduct of its ministerial miasitn keeping with this belief, it is the policy
of the Archdiocesan Corporation to invest only in th@®@mpanies that make a meaningful
contribution to the good of society, and which operate maaner consistent with the social,
moral, and ethical beliefs and teachings of the Church.

Therefore, investments will be encouraged in those coiposatvhose products, services or
actions are congruent with the values of the Archd®eesl the social teachings of the Church.
Investments in domestic and international equity andifirReome securities will be avoided in
certain corporations whose products, services or actionsdeemed to be contrary to the
Archdiocesan mission. The following are the exclusignaocial criteria in all of the
Archdiocesan Corporation and the Ecclesiastical Orgéion’s investment portfolios.

9.5.3.1. Protecting Human Life- Absolute exclusion of investments in companies
whose activities include direct participation in or suppoftabortion, contraception and
embryonic stem cell research.

9.5.3.2. Promoting Human Dignity— Exclusion of investments in companies
whose policies promote racial and gender discriminasiod that directly produce, sell or
actively distribute pornography
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9.5.3.3. Military restrictions— The production of nuclear, chemical or biological
weapons or the holding of major contracts for miyitareapons and/or the production of land
mines

9.5.34 Any corporation whose operation does notesaruseful social purpose
consistent with Catholic moral teaching or whose behawaes serious questions concerning
social justice.

These areas of concern may be expanded over time threuglon to this policy. In order to
avoid investment in corporations associated with thesesisspecific definitions have been
developed in the “Restrictions” section listed below.
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9.6. Restrictionson Investments

Restrictions on investments are as follows:

9.6.1. Protecting Human Life

9.6.1.1. Abortion and Contraception RestrictioasThe Archdiocesan Corporation
and the Ecclesiastical Organizations will not knowingly stvie corporations that manufacture
abortifacient drugs, contraceptive devices or operate hhemdte facilities and physician
management organizations that provide elective abortemwices. Investments in_any
corporations deriving identifiable revenue from the mactuf@ of such products or the
operation of such facilities will be excluded.

9.6.1.2. Embryonic Stem Cell/Human CloningThe Archdiocesan Corporation
and the Ecclesiastical Organizations will not knowinglyest in companies that engage in
scientific research on human fetuses or embryos(fhatesults in the end of pre-natal human
life; (2) makes use of tissue derived from abortions orrdifeeending activities; or (3) violates
the dignity of a developing person. Specific activitiegeced by the policy will include:

a. Embryonic stem cell research (ESCR)
b. Fetal tissue research or stem cell research defrioen embryos and
C. Human cloning

Because this field of research is dynamic, new formseeéarch, or products and services
derived from such research, will be evaluated on alcgsmse basis.

9.6.2. Promoting Human Dignity — The Archdiocesan Corporation and the
Ecclesiastical Organizations will, through its investtremd its advocacy of the USCCB, seek to
promote resolutions towards protecting and promoting humghatsrand in doing so,

9.6.2.1. Racial Discrimination — The Archdiocesan Corporation and the
Ecclesiastical Organizations will divest from those panmies whose policies are found to be
discriminately against people of varied ethnic and ra@ek@rounds that have been historically
disadvantaged.

9.6.2.2. Gender Discrimination — The Archdiocesan Corporation and the
Ecclesiastical Organizations will divest from those panmies whose policies are found to be
discriminatory on the basis of gender.

9.6.2.3. Pornography — The Archdiocesan Corporation and the Ecclesidstica
Organizations will not knowingly invest in any company orporations that directly produce,
sell or actively distribute pornography.
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9.6.3. Reducing Army Production

9.6.3.1. Military Restrictions— The Archdiocesan Corporation will, through its
investments as well as its advocacy of the USCCBk g$eediscourage any nuclear and
conventional arms race and to limit the distortionthe U.S. and global economy resulting from
disproportionate military spending. The Archdioces#, wherefore, not knowingly invest in
firms primarily engaged in military weapons production be tdevelopment of weapons
inconsistent with Catholic Teaching on war (e.g., biolagiand chemical weapons, arms
designed or regarded as first-strike nuclear weapons, cimdieate weapons of mass
destructions, etc.). The intention of this sectioto isliminate corporations deriving angvenue
from these activities.

9.6.3.2 Land Mines— The Archdiocesan Corporation and the Ecclesiastical
Organizations will not knowingly invest in _angorporations that derive identifiable revenue
from the production of land mines, or are involved in thenafacture, sale or use of anti-
personnel land mines.

9.6.4. Pursuing Economic Justice— The Archdiocesan Corporation and the
Ecclesiastical Organizations will promote and supportedi@dder resolutions (see 9.1.8) which
avoid the use of sweatshops and that do not deposit mrfdgncial institutions that receive
less than satisfactory regulatory ratings under the QamignReinvestment Act.

9.6.5. Protecting the Environment— The Archdiocesan Corporation and the
Ecclesiastical Organizations will promote and supportesttdder resolutions which encourage
corporations to act to “preserve the planet’s ecolddieritage, addressing rampant poverty in
the poorest nations and creating environmentally sensichaddogies”.

9.6.6. Encouraging Corporate Responsibiliky The Archdiocesan Corporation and the
Ecclesiastical Organizations will encourage companiagport on social environment as well
as financial performance.

9.6.7. Other — In the event the Archdiocesan Corporation and theleEastical
Organizations deems a certain corporation’s actions, ptedoc other characteristics are
incongruent with the Archdiocesan mission and values, swestment in the corporation will
be restricted and any holdings will be liquidated.
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9.7. Owner ship Considerations

The general Archdiocesan policy in evaluating a corpordbr exclusion includes a review of
ownership issues whereby a publicly traded corporation rmagdponsible for a wholly owned
subsidiary. In such a case, both the parent and th&dsary corporation would be excluded
from the portfolio. The Archdiocesan Corporation wit knowingly invest in corporations that
are majority owned (50% or more) by firms excluded bystihgal criteria.

9.8. Compliance

The Socially Responsible Investment Policy will be cmmicated to all investment managers
as noted in Exhibit A to these guidelines. A restridistcbf corporations will not be maintained
as part of this Policy. The Archdiocese believes thanpliance with the Social Criteria will be
effectively implemented through the use of ISS andfoilai firms, communication provided to
its investment managers and periodic portfolio reviewss tihe use of a restricted list is not
required. Investment managers will be directed to apaidhases of any securities defined in
the Social Criteria. Any securities deemed questionableobin compliance with the Social
Criteria should be brought to the attention of the Gi@/or Moderator of the Curia by either
the investment managers or ISS. If necessary, an @mietime frame for liquidation will be
determined.
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9.9. Shareholder Resolutions

The following shareholder resolutions will generally @Eorted by the Archdiocese’s Proxy
Voting Guidelines:

9.9.1. The Archdiocesan Corporation will actively sippesolutions directed towards
protecting and promoting human rights. For example, th@diocese will discourage and work
to avoid investments in corporations that are engagedtmactive industries or are operating in
countries with significant human rights concerns.

9.9.2. The Archdiocesan Corporation will support resahstioregarding equal
employment opportunity, affirmative action, and elimioa of racial/ethnic/religious
discrimination.

9.9.3. The Archdiocesan Corporation will support reswmhst that address the
conversion of military technology to civilian usesnii weapons production and limit foreign
sales of weapons.

9.9.4. The Archdiocesan Corporation will support initigivincluding in some cases,
shareholder resolutions to support the production of faarignted content development by
media companies.

9.9.5. The Archdiocesan Corporation will use selededeholder resolutions and other
means to encourage companies to provide sufficient wageking conditions and other social
benefits that enable their employees and familiesdetibasic human needs.

9.9.6. The Archdiocesan Corporation will support reswhst requesting the

development of criteria for the evaluation, supportd arse of intermediaries capable of
promoting appropriate development in emerging economi@s.addition, the Archdiocesan

Corporation will support requests for disclosure of infation on IMF-World Bank-enforced

programs that help developing countries repay loans.

9.9.7. The Archdiocesan Corporation will support resmhgt that address smoke-free
restaurants, divestiture of tobacco holdings, tobagwiks in the environment, and limitation on
tobacco sales to minors and restrictions on tobadeerasing.

9.9.8. The Archdiocesan Corporation will activelycemrage and support shareholder
resolutions directed toward making life-sustaining drugs maeeglable and affordable to low-
income communities and nations at reduced, affordablespdoesistent with our Catholic
Values.

9.9.9. The Archdiocesan Corporation will support reswhst that ask certain
mainstream retail companies to stop selling handguns aagdedmmunition and to return all
handgun inventories and related ammunition to the manuéastur

9.9.10. The Archdiocesan Corporation will encourageresitdder resolutions that
promote policies and businesses that “undertake reasomadbleffective initiatives for energy
conservation and the development of alternate renewaldeclean energy resources...(and
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offering) incentives to corporations to reduce greenhouseegassions and assistance to
workers affected by those policies.” (Global Climate@e, 2001)

9.9.11. The Archdiocesan Corporation will encourage caompato report on social,

environmental, as well as financial performance (Fanmgle, those companies which have
signed on or adopted formal corporate social respongilgiiidelines; e.g., The UN Global

Compact, the Global Sullivan Principles, and the Cauxndorable Principles for Business).
The Archdiocesan Corporation will actively promote angpp®rt shareholder resolutions
directed towards adoption of corporate social respditgiguidelines within companies.
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9.10. Shareholder Governance

The following shareholder resolutions address governaeaes of concern to the Archdiocese:

9.10.1. Independent Board The Archdiocesan Corporation recognizes it is inkibst
interest of all shareholders that a majority of bloanembers be independent from the
corporation.

9.10.2. Cumulative Voting -The Archdiocesan Corporation will oppose resolutions
requesting cumulative voting. Cumulative voting allowarsholders to cast all of their votes for
1 nominee to the board. This is viewed as violating thecimies of fairness and equity by

granting minority shareholders a disproportionate void&e corporation.

9.10.3. Staggered Terms- The Archdiocesan Corporation will support resolutions
endorsing staggered terms for the board of directorsdier @0 maintain board continuity.

9.10.4. Annual Meetings— The Archdiocesan Corporation will support resolutions
requesting annual meetings to be held in various/rotating ®itesllow shareholders the
opportunity to participate in these meetings.

9.10.5. Political Contributions— The Archdiocesan Corporation will support resolutions
requesting Boards of Directors to establish corporatéigadl contribution guidelines and
reporting provisions.

9.10.6. Mergers and Acquisitions The Archdiocesan Corporation will evaluate bids by
one corporation for another on a case-by-case badie Archdiocese will generally support
these resolutions unless there are mitigating circumstasgeh as labor or social issues.

9.11.7. Management and Director Compensatiernlhe Archdiocesan Corporation will
support reasonable compensation packages for managersracabrdi In cases where the
compensation is not deemed to be reasonable, the resokiti be opposed.

9.10.8. Management Compensation — Non-financial Performandée Archdiocesan

Corporation will support resolutions requesting companiesreweiew their executive’s

compensation and report to shareholders on its link t@migtfinancial performance but to the
company’s performance on environmental, diversity, anébkissues.

9.10.9. Independent Auditors The Archdiocesan Corporation will support shareholder
proposals asking companies to adopt a policy to ensurehindirm that is appointed to be the
company’s independent accountants will only provide audit ssvic the company and not
provide any other services that may conflict with the qipile responsibility of providing audit
services.

9.10.10. Research -The Archdiocesan Corporation will support resolutions requogsti
finance companies to develop stronger firewalls betwesmitrestment banking and investment
research divisions to prevent conflicts of interast|uding the total separation of these lines of
business from one another.
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9.11. M eetings and Communication of the | nvestment Committee

The Investment Committee of the AFC is comprised ofifiedlindividuals with professional
competence in the area of investment management. Thdseduals will serve in an
advisory/general oversight/review capacity to monitor tmyestment performance of
Archdiocesan assets and provide strategic input and prfassexpertise for assurance of
capable and competent stewardship to the Archbishop. Th&p€rson of the Investment
Committee reports to the AFC on a quarterly basis.

The Investment Committee shall consist of at least inembers and no more than ten of the
laity who are not employed or have no significanatiehship with the Archdiocese or the
Ecclesiastical Organizations. Terms of the Committeambers will be staggered, but no
member can serve for greater than five years unless resgghdoy the Archbishop. The
chairperson presides at the meetings which are schedwlethe Archdiocesan staff in
accordance with the AFC meetings. Generally, the Gitiee will meet a minimum on a
quarterly basis. The CFO and Controller comprise théhdiocesan staff with a Recording
Secretary present to record minutes. Specific dutielseolivestment Committee are governed
by the Charter of the Investment Committee.
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9.12. Approval of Policy and Guidelines

As previously stated, in view of the rapid changes withm ¢apital markets and investment
management techniques, this investment policy and guidelinksbevireviewed by the
Investment Committee periodically and such review willdo&nowledged by the Committee
chairman as noted in Appendix A.

In addition, it is required that the investment managgligzed by the Archdiocesan Corporation
review and accept the objectives and guidelines of théndéocese investment policy and
guidelines and provisions contained therein and acknowledgathe. Such acknowledgement
will be evidenced as noted in Appendix A.
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Appendix A

Archdiocese of Denver
Investment Policy and Guidelines

Approval

Committee

It is understood that this investment policy is to be regekyweriodically by the Investment
Committee of the Archdiocese of Denver to determihany revisions are warranted by
changing circumstances including, but not limited tonges in financial status, risk tolerance,
or changes involving the investment mangers.

Chairperson, Investment Committee Date

Investment Consultant Date

Investment M anager

The investment policy as set forth in this documentvalreviewed annually by the Committee,
which can approve and implement changes. If at any himéwestment manager believes that
these objectives cannot be met or that the investmedelmes constrict performance, the
Investment Committee should be so notified in writiRy initial and continuing acceptance of
these objectives and guideline, the investment manager somatlr the provisions of this
document effective as

Investment Manager Date
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