RESOLUTION 1-2024

RESOLVING TO adopt an Investment Policy Statement and authorize Paul V. Muething,
President, and Paul W. Sylvester, Treasurer, of the Board of Trustees of the Cincinnati Southern
Railway to execute such Investment Policy Statement.

WHEREAS, in accordance with Chapter 746 of the Ohio Revised Code (“R.C.”), on
March 15, 2024, the Board of Trustees of the Cincinnati Southern Railway (the “Board™) is
selling the Cincinnati Southern Railway to Norfolk Southern Railway Company for
$1,600,000,000 (the “Initial Investment”); and

WHEREAS, following a competitive procurement process, at its meeting on January 22,
2024, the Board selected UBS Financial Services Inc. to commence negotiations to be the
Board’s investment advisor; and

WHEREAS, as required pursuant to R.C. Section 746.04, the Board desires to adopt
management and investment policies governing the investment of the Initial Investment (the
“Investment Policy Statement™) and authorize the President and Treasurer of the Board to
execute the Investment Policy Statement attached hereto as Attachment A; and

WHEREAS, the Board believes that the Investment Policy Statement ensures that
investment of the Initial Investment will be administered efficiently and is self-sustaining, and
that the Initial Investment will not be diminished while providing annual payments to the City of
Cincinnati; and

WHEREAS, in accordance with R.C. Section 746.04, a representative of the Board
consulted with the City’s fiscal officer, Karen Alder, on the proposed Investment Policy
Statement; now therefore

BE IT RESOLVED by the Trustees of the Cincinnati Southern Railway:

Section 1. That Board of Trustees of the Cincinnati Southern Railway (the “Board”)
hereby adopts the Investment Policy Statement attached hereto as Attachment A 1o serve as its
management and investment policies pursuant to Ohio Revised Code Section 746.04 (the
“Investment Policy Statement™).

Section 2. That the Board authorizes Paul V. Muething, President of the Board, and
Paul W. Sylvester, Treasurer of the Board, to execute the Investment Policy Statement.

Section 3. That the Board directs the Clerk to the Board to cause the Investment

Policy Statement to be posted on its website in accordance with state law.
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Section 4. That a copy of this Resolution be spread upon the minutes of the Board.

sinsan LA

Paul V. Muething, Presi /{nt Board
of Trustees of the / Cincinnati
Southern Railway

ATTEST: K? %

lyn Géiger, Clerk to the Board
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ATTACHMENT A

Investment Policy Statement

See attached.

{00398280-1}



Board of Trustees of the Cincinnati Southern Railway

Investment Policy Statement
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Upon execution, this Imestrment Policy Statement will supersede all previous versions, A version history is included for

reference at the end of this documeant.
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Definitions

1. EBoard of Trustees or Board shall mean the
entity legally knowwn as the Board of Trustees of
the Cincinnati Southermn Rafhway,

2, City shall mean the City of Cincinnati, an Ohio
municipal corporation.

3. €5R Trust or Portfolio shall mean Board's
investment accounts in dggréegate.

4.  Fund shall mean any Separately Managed
Account, podled investment vehicle, or fund,
indluding, without limitation, mutual funds,
exchange-traded funds [ETFs), exchange-traded
notes, (ETNs), commingled funds, and prvately
offered funds.

&, Initial C5F Trust Balance means $1.6 billion,

6. Investment Advisor shall mean the advisory
firrm appointed by the Board or its authorized
agent to assist in: developing an rvestment
Policy Statement, analysis of asset allocation,
the identification of investment managers and
managed investiments including mutual fumds,
ETFs, alternative investments, and collective
trusts, and portfolio evaluation and review.

7. Investment Manager shall mean any
investment management firm engaged by the
Board or its authonzed agent to manage the
imvestrnents of all or part of the Portfolio assets
on a discreticnary basis,

B. Inwvestment Policy Statement or IPS shall mean
this docurmnent.

9. Spending Policy shall mean Board's distribution
goal for its annual distribution to the City.
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Contact Information

Entity Name
Board of Trustees of the Cincinnati Southern Railway

Mailing Address

City of Cincinnati Law Department,

801 Plum Street, Suite 214

Cincinnati, Ohio 45202

Attention; City Solicitor

Web Address

httpshssns cincinnatisouthernraibway.org!

Primary Contact
Paul Sylvester, Treasurer of the Board of Trustees
paubssylvester3@gmail.com

Secondary Contact
Paul Muething, President of the Board of Trustees
pmuething@kmilaw.com

{00397731-4} Page 4 of 10



General Principles

Goals and Objectives

Primary goals

The primary goals of the Board are to preserve Initial
C5R Trust Balance, as increased over time, and provide
the City with an annual revenue stream in support of
its existing infrastructure, The Board must transmit no
less than $26.5 million, as increased for inflation, and
ideally maore, annualy to the City, in accordance with
applicable law, The Board intends 1o conservativiely
and prudently invest the corpus of the C5R Trust with
a goal of generating at least 5.5% in investment
irvcomee annaually. 1L is the Board's intent 1o distnbute
the majority of such income annauglly o the City and
add the remaining investment proceeds to the corpus
of the C5R Trust as a hedge against future inflation,
kate that no payments are permitted from the Board
if the Portfolic balance decreases by 25% or more
from the balance of the pricr yvear.

The Beard is interested in sirplicity in the imvestment
strategy and low risk given these objectives.

Purposa

Statement of purpose

The purpose of this IP5 is to set forth a clear and
consistent guide for the Board i supendsing and
maonitoring the management of its investable assets.
This IPS will be used as the basis for investment
decisions, delegations, and evaluation, and wall further
define the duties and responsibiities of the Board as
well as sarvice providers, such as the Investment
Acvisor and the Investment Managers.

This IPS i intended to provide a fiduciary standard for
the investment management and allocation of the
assets, consistent with prudent investor standards.

Annually, or on an as needed basis, the Board and the
Investrnent Advisor shall review the IPS in light of
prevaling economic of market circumstances.
Oppartunity should be given for members of the
Board to propose changes and to consider changes
proposed by the Investment Advisor. In accordance
with state law, this IP5 will be made available 1o
rembers. of the public,

Standard of care

Prudent person

The "prudent person” standard shall be used by the
Board and applied in the context of decisions
pertaining to the overall Portfolio, including the
decision to delegate duties and obligations to service
praviders, such as the Investment Advisor and the

{00357731-4}
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Investment Managers. The Investrent Managers
thall apply the prudent investor standard with respect
to investment decisions in accordance with Ohio
Revised Code Chapter 5809, The Board will also
consider applicable state law which establishes the
guidelines for investment and management in a
fiduciary capacity.

Generally, trustees, investment ma rs and all other
partias involved in the stewardship of the investment
assets of C5R Trust ane required 1o exercise reasonable
care, skill and caution to make and implement
invastment and management decisions as a prudent
irmaestor would for the entire portfolio.

Conflicts of interast

Board members inwalved with the investment process
shall refrain from personal business activity that may
conflict with the proper execution of the investment
program or impair their ability 1o make impartial
decisions concerning the management or
administration of the Portfolio.

Roles and responsibilitias

Authority

The Board may, as mone fully described herein,
delegate certain of its responsibilities to the
Irvestment Advisor and the Investment Managers or
ather service providers.

The Board, acting pursuand to this IP5, shall have direct
responsibdity for the selection of the investment
Advisor and in consultation with Invesiment Advisar,
Irvestrment Managers and for the establishment of
investment policies and procedures,

In consultation with the investment Advisor, the Board
will:
= Determine the imrestment objectives, risk
tolerance and investrent horizon for the
Portfolio, in turn, establishing reasonable and
consistent investment objectives, polickes and
guidelings which will direct the imvestrment of
the awsels as reflected in the IP3,
= Oversee the performance of the Board's
service providers, including the Investment
Agvisor and bewestrment Managers,
- Review the imvestment performance of the
Portfalic.
= Ensure that the investment allocation polices
established in this iP5 are being adhered to.



- Review and authorize operating and
inwestment expenses borne by the Portfolio to
ensure they are reasonable.

= Review this IPS at least annually 1o assess its
effectiversess and whether any changes are
necessary of prudent in light C5R's investment
cbjectives and Spending Policy.

- Project the financial needs of the Board and
communicate such needs to the relevant
service providers, incleding the Investment
Acvisor and Investment Managers, on a timely
basis.

Investment Advisor

The Board expects the Investment Advisor to provide
initial recommendations (o the Board and then provide
recommendations in accordance with such poficies
and procedures approved by the Board and engaging
with the investrment Managers. The Investment
Advisor shall serve the Board in a fidutiary capacity
under the investrnent Advisers Act of 1940 and is
prohibited from investing funds from C5SR Trust in its
own Fund offerings or those of its affiliated parties,

The Investment Advisor shall assist the Board in
developing the IP5 and the Portfalia. The Investment
Advisor i expected to report at least quarterly and on
an as requested basis to the Board on the
performance of the Portfolio, including its asset
allocation positioning. In addition, the Investrnent
Acdvisar will assist Board with its annual revew of this
IPS 1o assess its effectivensss and whether any
changes are necessary or prudent in light of the C5R
Trust imsestment and funding objectives.

Additionally, the Investrnent Advisor is expected 1o
attend all Board meetings, with regular meetings

oCowTing on a guarterly basis and spedal meetings to
be as necessary. The Investment Advisor shall
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assist staff and the Board with fiduciary education and
adoption of perpetual trust-related best practices,
along with keeping the Board abreast of new
developments in inwestment managernant technigues
by making available ongoing research, topical papers,
and memaoranda on current issues of interest to
institutional investors.

Investment Managers

The Board and, if permitted by governing documents,
its delegate, may select and appoint one or more
Imvestrant Managers to manage all or part of the
Portfolic’s assets on a discretionary basis consistent
with this IP5,

Custodian

The Board may appoint 3 custodian to maintain
physical custody and possession of securities and other
assels owned by Board, collect dividend ard interest
payments, redeern maturing securities and effect
receipt and delivery following purchases and sales,
keep records of transactions and asset movements,
provide statements on acoount activity, and provide
such other services as are customary for a custodian to
perform. Custody services may be provided by the
Investment Advisor or the Investment Managers if
offered and available.

Additional service providers

Additional service providers, such as attornays,
auditars, tax advisors and others, may be retained 1o
assist in adminisiering Board's assets.

In retaining all service providers and Investament
Managers, the Board will comply with competitive
procurement procedures in accordance with applicable
law.



Investment policies and procedures

Investment philesephy

While acknowiedging the importance of praemng
capital, the Board also recagnizes the necessity of
accepting investrnent risk if Board's assets are to be
able to suppart long-tarm investment goals. it is the
view of the Board that choices made with respect 1o
asset allocation and Equidity ek will be the major
determinants of investment performance. The Board
shall seek to ensure that the rsks taken are
appropriate and commensurate with the Board’s

goals.

Investment guidelines

The Board, in consultation with the irestment
Advisor, is responsible for making decisions
concermng the management of the Portfolio’s assets
in accordance with this IPS. That inchudes the decision
to delegate investment decisions to the Investment
Managers. [n particular, the Board, as well as the
Investrment Advisor or Imestment Managers who
manage or provide senices to the Portiolio, must (as
applicable given the scope of the delegated duties):

- Make investments for the sole interest and
exchusive purpose of providing benefits 1o
Board and C5R Trust;

= Make management and investment decisions
about individual assets not in isolation, but
rathers in the context of the Portfolio's
investments as a whole and as part of Board's
averall investrnent strategy, including the nsk
and return parameters set forth in this IPS;

- Consider the role of each investiment and its
impact to the overall portfolic;

- hake reasonable effort to verify facts relevant
to the managemsent and investment of the
asEls;

- Regognize that if Funds are utilized, it is
understood that investments in any Fund will
be governaed by that Fund's goverming
documents, such as a prospectus, offering
memarandum, constituent instruments
le.qg., declaration of trust, partnership
agreement, ete;

= Incur only costs that are approprate and
reasonable in relation to the Portiolio;

- Consider general economic conditions when
making new invesiments;

= Consider potential tax consequences, if any,
of imvestment decssans or strategies;
Account for the needs of the Board in
perspective with distribution reguirements
and ability to preserve capital.

(003977314
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Operating guidelines

The Partfolio will be managed in accordance with the
operating guidelines for risk, liquidity, and spending
described in this section. In setting the risk and
liquidity parameters for the management of the
Portfolio, the Board shall consider conditions where it
ray not be able 10 meet the liquidity needs of Board,
or circumstances where market conditions significantly
deteriorate or permanently impair the capital position
of Board.

Risk parameaters
In constructing the Portfolio, the following risks,
alﬂ'luugh net exhaustive, will be considered.
Rizk of not meeting the payout requirements
set forth in state law, specifically that no
payrments are permitted from the CSR Trust if
the fund balance decreases by 25% or more
from the balance of the City’s prior fiscal year,
= Risk of underperforming the Board's target
annual rate of return over a multi-year
business cycle, therely limiting long-term
growth as a hedge against inflati
- Risk of permanent impairment of capital.

Liquidity parameters

If the Board instructs Investment Managers 1o sell
securities and remit required funds, the Investment
Managers will do so. In the event this situation arises,
the TSR Trust assets are to be invested substantially in
liquid securities, defined as securities that can be
bought and sold quickly and efficiently with minimal
impact on market price,

It i% acknowledged that certain investrments possess
lovwer degrees of liquidity than others. These less liguid
imvestments can provide opportunities to eam
favorable rates of return and portfolo diversification,
in return fior the investor accepting less liquidity.
Investments with Emited liquidity may be used within
the context of the Portfolio’s total investments,
provided they are prudent in light of Board's overall
irvestment objectives and Spending Policy,

Spending policy

The Spending Policy seeks to align the competing
goals of stability in its support to the City’s existing
infrastruciure and preservation of the C3R Trust in the
futwre, The Board intends 1o distribute a majority of
the investment income generated by the CSR Trust
each of the City's fiscal years, which fiscal year & the
period between July 1 and June 30,



In accordance with state law, no payments are
permitted from the C5K Trust if the Portfolio balance
decreases by 25% or greater from the balance of the
prior fiscal year,

Investment strategy and performance

The Board may delegate 1o the Investment Manager
the autharity to implement the Portfolio’s overall asset
allocation within the parameters et forth in this IP5.
The Investrnent Manager vill implement a strategic
asset alkocation in accordance with these parameters.
The benchmarks identified, consisting of one or more
market indexss, shall provide the comparison point
for persodic periormance newiew,

Aszet allocation

The Imvestrment Manager will impbament the asset
allacation using a policy with asset allocation ranges
for each various asset classes consistent with this iP5,
Due to the need for diversification and the longer
funding periods occasionally required for phase-in
implementation andfor certain investment strategies,
the Board recognizes that the Investment bManagers
rray requine an extended period of time to fully
implement the asset allocation plan, it is expected that
market value fluctuations will cause deviations fram
the target allocations to occur.

Periodic rebalancing will maintain Board's assat
allocation policy within the targeted ranges, thereby
ersuning that the Portfolio does not incur additional
risks as a result of having deviated from the policy for
an extended period of time. Rebalancing waill take
place on a Portfolio basis 10 reduce expenses as much
as practical. More frequent tactical rebalancing of
asset classes within their ra will also be permitted,
at the complete discretion of the Investment
Managers, in cansultation with the Investment
Advisor,

The position of the Portfolio relative to its strategic
and tactical targets shall be reviewed reguiary and
adjusted, when needed, through systematic
rebalancing andfor at the time of cash inflows and
outflows. Given the volatility of capital markets,
strategic adjustments in vanous asset classes may be
required to rebalance asset allocation back 1o its target
policy. Such adjustments should be executed 50 as to
minirize sxcessive turnover and transaction costs.

The asset allocation policy in Table 1 below has been
established based on the strategic objectives,
Spending Policy and risk tolerance of the Board,

Hotwithstanding the asset allocation ranges set forth,

it is understood that the Portfolio may, from time 1o
time, be outside these ranges for varicus reasons,
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including, without imitation, temporary defenshe
positions with respect 1o the market emvirgnment,
market fluctuations, and significant contributions ta or
withdrawals from the Portfolio,

Investment Managers shall serve the Board in a
fiduciary capacity under the investrient Advisers Act of
1940.

Permitted investments

It is anticipated that the Portfolio will gain exposure to
different asset classes prirnarily by investing in Funds
recommended by the invesiment Advisor in
accordance with the asset allocation adopted hereto.
It is acknowledged that investments held by a Fund
will be governed by the Fund's governing and offering
documents, such as the Fund's prospectus or offering
memaorandum.,

Performance evaluation
It Is the role of the wvestment Adwsor tod

= Provide compasite index for the Board 10
mieasure total fund performance refative to an
established tanget asset mi.

= Analyze actual performance of the Portfclio
relative 1o the composite index on an oRgoing
basis

= Assist the Board in establishing a budget to
which fees shall be managed. Fee reports shall
be reviewed with the Board guarterly and
year-to-date.

=  Provide appropriate performance benchmarks
for each asset class and each Investment
Manager,

- Provide monthly statements and quarterly
perfarmance analysis of each underling
Investment Manager and also the Portfolio in
aggregate.

- Evaluate Investment Manager performande
relative to investment style benchmarks and
peEr investment Manegers on a quarterly
basis,

- Conduct cngoing discussions with Investment
Managers on perfarmance and organizational
issues (such as changes im ownership, staff,
new products, fees, etc.).

= Advise on Investment Manager
retentionftermination and help evaluate the
under-performance of Investment Managers.

= Conduct recurring organizational and

performance audits of each Investment
Er

hManager.

= Coordinate with the Board and ather
professional advisors in the preparation of its
annual awdit.



Additionally, indridual Investrnent BManagers will be
compared to relevant market indices and peer group
universes of similar funds.

Investmient restrictions

Investment restrictions that are applicable to the
Portiolio’s investments are identified below. However,
such restrictions shall not be applicable to Mutual
Fund, Exchange Traded Funds, or other comingled
fund investments which are subject to fund-specific
guidelines that are not available for alteration for
individual investors,

The Board may, in consultation with the Investment
Advisor, on a case-by-case basis, delermine to waive
or madify any of the restrictions. Any such waiver or
madification shall be made only after a thorough
review of the Investment Manager and investment
strategy involved and a record of the basis for the
waiver or modification shall be maintained by the
Board,

Spedfic to Eoard, investing is to be prohibited in
companies whaose primary business activity is the
manufacture of firearms.

Voting of Proxies

Proxy voting is an important part of the investment
managemeant process. The Investment Managers shall
vole the proxes for Separately Managed Accounts on
behalf of the C5R Trust. When mutual funds or ETRs
are used, the fund companies will vate the prosies,

Execution of securities trades

The purchase and sale of individual securities are 1o be
made in a manner designed to receive the
combination of best price and execution.

{00397731-4}
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Diversity, Equity & Inclusion and Environmental,
Social & Governance (ESG) principles

The Board recognizes that an investrnent portfolio that
is diversified not cnly by asset class, but also by
discussions and decisions that take place among
diverse (defined as women, black, indigenous, pecple
of color, and LGBTQ+) Investment Managers with
different perspectives, is more robust and supports
stronger risk-adjusted real growth of investment
assels. Additionally, the Board is supportive of
furthering environmental, social, and governance
principles. The primary objective of the Board is to
preserve and grow the balance of the corpus of the
Portfolio. Therefore, to the extent such practice is not
im conflict with the foregoing objective, the Investment
Advisor will seek to recommend an investrment
management strategy where 409 of the Portfolio
balance is allocated in the aggregate in utilizing
Irvestment Managers with diverse cwnership and
employment teams and in furtherance of
Emnvironmental, Social & Governance (ESG) principles,
The Board believes that Investment Manager selection
i5 a critical component of successful portfolio
management. The Board expects that the Investrnent
Advisor will regulady present investment opportunities
with diverse managers for consideration. In addition,
the Board will consider wtilizing custodial services with
banking institutions which are majority owned by
people of color, to the extent such senices are
available.



Table 1. Long-term asset allocation target and ranges, excluding Non-traditional investments {(may not

equal 100%)
ASSET CLASS | MINIMUM | TARGET |MAXIMU BENCHMARK(S)
RANGE RANGE
Cash and Equivalents 0% 0% 10% Barclays Capital US Treasury - Bills (1-3 M)
Total Fixed Income| 32% 50% 68%
.S, Intermediate/Core 22% 35% 48% Bloormberg U.5. Aggregate (& intermediate)
U.5. Short-Duration 6% 10% 4% ICE BolA 1-5¥ U.5, Corp
US. High Yield | 3% 5% 7% ICE BotA High Yield (B6-8)
Total Equity 37% 50% 63%
U.S. Large-Cap|  18% 24% 30% SEP 500
U5, Mid-Cap 3% 95 7% Russell Mid-Cap Total Return
U.S. Small-Cap 2% 39 4% Russell 2000 Total Return
Mon-L.S. Developed | 9% 13% 17% MSCI EAFE
Mon-U.S. Emerging | 3% 5% 7% MSCI Emerging Markets

Table Z. Investment Policy Statement Version Control

Policy Date Date Reason for Revision
Version Drafted Adopted
1.0 February 29th | February 29th | Initial Plan
% 2024 2024
2.0
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