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As Amended on March 26, 2003

BYLAWS
of

THE NATIONAL RAILROAD RETIREMENT
INVESTMENT TRUST

A Trust Established Pursunant to
The Railroad Retirement and Survivors' Improvement Act of 2001

ARTICLE 1
Purposes

The National Railroad Retirement Investment Trust (hereinafter, the “Trust”) is
organized exclusively for the purposes set forth in Section 105 of The Railroad
Retirement and Survivors' Improvement Act of 2001 (the "Act"): to manage and invest
the assets of the Trust. Section 105(a) of the Act provides for the establishment of a
Board of Trustees (the “Board”) to operate the Trust and authorizes the Board to make
rules to govern its operations, employ professional staff, and contract with outside
advisors to provide legal, accounting, investment advisory or other services necessary for
the proper administration of the Trust. Subject to the provisions of the Act, applicable
laws of the District of Columbia and these Bylaws, the Trust may conduct any or all

lawful affairs necessary to manage and invest its assets.




ARTICLE 11
Trustees

Section 1. Powers. Subject to the provisions of the Act, applicable laws

of the District of Columbia and these Bylaws, the activities and affairs of the Trust shall
be conducted and all powers shall be exercised by or under the direction of the Board.
The Board may delegate the management of specific activities of the Trust to any
person(s) or committees, provided that the activities and affairs of the Trust shall be
managed and all powers shall be exercised undér the direction of the Board. Without
prejudice to the aforementioned general powers, but subject to the same limitations, it is
hereby expressly declared that the Board shall have the following powers in addition to
the other powers enumerated in these Bylaws:

(a)  To select and remove the officers, agents, independent contractors,
employees and advisors of the Trust (including, but not limited to, legal counsel,
independent advisers, investment managers, custodial institutions and public accountants,
as prescribed by the Act), prescribe powers and duties for them and, where appropriate,
fix their compensation.

(b)  To conduct the affairs and activities of the Trust and to make such
rules and regulations as the Board may deem appropriate for the proper administration of
the Trust.

(c)  To borrow money and incur indebtedness for the purposes of the
Trust, and to cause to be executed and delivered therefor, in the Trust's natne, promissory
notes, bonds, debentures, deeds of trust, mortgages, pledges or other evidences of debt

and securities therefor.




(d) to acquire, by lease or by purchase, interests in real property in
furtherance of the purposes of the Trust and to execute and deliver such agreements,
indemnifications, undertakings, and other writings as may be required in connection

therewith.

Section 2. Number of Trustees, Selection and Term of Office. Seven

(7) Trustees shall be selected, qualified and appointed to staggered terms, in accordance
with the provisions of Section 105(a) of the Act. The six (6) Trustees who are selected
by rail labor and management shall have the power to select the Independent Trustee.

Terms of office shall commence on February 1 of each year.

Section 3. Vacancies. Subject to the provisions of the Act, applicable

laws of the District of Columbia and these Bylaws, any Trustee may resign, effective
upon giving sixty days' written notice to the Board, or on such shorter notice as may be
agreed between the Board and the resigning Trustee. Pursuant to Section 105(a) of the
Act, a vacancy in the Board shall not affect the power of the Board and shall be filled in
the same manner as the selection of the Trustee whose departure caused the vacancy.
Each Trustee so selected shall hold office until the expiration of the term of the replaced
Trustee and until a successor has been appointed.

A vacancy or vacancies in the Board shall be deemed to exist in case of
the death, resignation, or removal of any Trustee. The Board may declare vacant the
office of a Trustee who has been declared of unsound mind by a final order of court, or
convicted of a felony, or been found by a final order or judgment of any court to have
breached any fiduciary duty arising under the Act or under any other applicable law

governing the Trust.
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Section 4. Compensation, The six (6) Trustees who are selected by rail

labor and management shall have the power to fix the Independent Trustee’s
compensation for services to the Trust. None of the six (6) Trustees who are selected by
rail labor and management shall receive compensation from the Trust; provided,
however, that any such Trustee who is not employed by either rail labor or management
shall be entitled 1o receive reasonable compensation to be determined by the other
Trustees. All Trustees shall be entitled to receive reimbursement for reasonable costs
incurred in connection with their attendance at Board meetings and performance of other

services to the Trust.

Section 5. Place of Meetings, Meetings of the Board shall be held at any

place, within or without the District of Columbia, which has been designated from time to
time by the Board. In the absence of such designation, meetings shall be held at the

principal office of the Trust.

Section 6. Public Access to Board Meetings. The Board shall have the

authority to determine the extent to which individuals other than Trustces may attend

meetings or otherwise participate in the deliberations of the Board; provided, however,
that no such individual employed by rail labor or management shall be entitled to receive

reimbursement for such activities.

Section 7. Annual Meetings. The Board shall hold an annual meeting for

the purpose of organization and the transaction of business, Annual meetings of the
Board shall be held without call or notice on Mareh 1 at 10:00 a.m. local time or on

such other date as the Board may specify.




Section 8. Regular Meetings. Regular meetings of the Board shali be

held at least quarterly without call or notice on such dates as may be fixed by the Board.

Section 9. Special Meetings. Special meetings of the Board for any

purpose or purposes may be called at any time by the Chair of the Board or any three
Trustees upon at least seven (7) business days’ notice to each Trustee or on such shorter

notice as all Trustees may agree.

Section 10, Quorum, Pursuant to Section 105(a) of the Act, five (5}

Trustees constitute a quorum of the Board for the transaction of business. Investment
guidelines must be adopted by a unanimous vote of the entire Board. Unless otherwise

~ specified in the Act or these Bylaws, all other decisions of the Board shall be decided by
a majority vote of the quorum present. Subject to the foregoing, every act or decision
taken or made by a majority of the Trustees present at a meeting duly held at which a
quorum is present shall be regarded as an act of the Board.

Section 11.  Participation in Meetings Via Telephone or Video

Conference. Trustces and others entitled to participate in Board meetings may
participate in meetings of the Board via telsphone or video conference.

Section 12. Adjournment. A majority of the Trustees present, whether

or not a quorum is present, may adjourn any Board meeting to another time and place.
Trustees who are absent from the adjourned meeting shall be given notice of the time and
place at which such meeting will resume.

Section 13, Action Without a Meeting. Any action required or

permitted to be taken by the Board may be taken without a meecting if all Trustees consent

in writing (including by facsimile) to such action. Such written consent shall have the



same effect as a vote of the Board and shall be filed with the minutes of the proceedings

of the Board.

Section 14.  Rights of Inspection, Every Trustee shall have the right at

any reasonable time to inspect and copy all books, records, and documents of every kind

and to inspect the physical properties of the Trust.

Section 15.  Committees. The Board may appoint one or more

committees, including, but not limited to, (i) an Administrative Committee, (ii) an Audit
Committee and (iif} an Invesiment Committee, each consisting of two or more Trusteces.
Except as otherwise provided in these Bylaws or in the Act, the Board may delegate to
such committees any of the authority of the Board, provided that no such Committee
shall have the authority to:

(a) Amend or vepeal these Bylaws or any other organizational
documents of the Trust or the Board;

(b)  Fill vacancies on the Board or in any committee;

(c) Appoint other committees of the Board or the members thereof;

(d) Approve any self-dealing (or “conflict of interest”) transaction;

(e) Adopt an agreement of merger or consolidation; or

(f) Sell, lease or exchange Trust property and assets.

The Board may appoint, in the same manner, alternate members of any
committes who may replace any absent member at any meeting of the committee. The
Board shall have the power to prescribe the manner in which proceedings of any such
committee shall be conducted. In the absence of any such prescription, such committee

shall have the power to prescribe the manner in which its proceedings shall be conducted.




Minutes shall be kept of each meeting of each committee, and such minutes shall be
included as an appendix to the minutes of the next meeting of the Board
ARTICLE HI
Officers

Section 1. Officers. The officers of the Trust shall be a Chair, and such

other officers as may be appointed by the Board. The Chair shall preside at all meetings
of the Board and exercise and perform such other powers and duties as may be from time

to time assigned by the Board.

Section 2. Selection, Removal and Resignation. The officers of the

+ Trust shall be appointed by, and shall serve at the pleasure of, the Board, and shall hold
their respective offices until their resignation, removal, or other disqualification from
service, or until their respective successors shall be appointed.

Any officer may be removed, either with or without cause, by the Board at
any time. Any officer may resign at any time by giving written notice to the Board, and
any such resignation shall take effect at the date of the receipt of such notice or at any

later time specified therein.

Section 3. Vacancies. A vacancy in any office because of death,

resignation, removal or any other cause shall be filled in the manner prescribed in these
Bylaws for regular appointment to such office. Such vacancies shall be filled as they

occur.




ARTICLE TV

Other Provisions

Section 1. Principal Office. The principal office of the Trust shall be

fixed and located at 1250 Eye Street, N.W., Washington, D.C., or such other address as
the Board shall determine. The Board is granted fufl power and authority to change said
principal office from one location to another. The Board may make such changes
pursuant to this Section 1 without amending the Bylaws, provided that any such changes
are documented in a Board resolution duly noted in the minutes of the meetings where

such decisions are made.

Section 2. Books and Records. The Trust’s books and records, together

with all of the documents and papers pettaining to the business of the Trust, shall be kept
and maintained at the principal office of the Trust. The fiscal year of the Trust shall end

on September 30, unless otherwise provided for by the Board, and the books and records
of the Trust shall be kept on a fiscal year basis and shall reflect all the transactions of the

Trust and be appropriate and adequate for the Trust’s business.

Section 3. Representation of Ownership Interests. The Board or any

duly authorized delegate of the Board may vote, represent, and exercise on behalf of the
Trust all rights incident to any and all shares of any corporation, or other interest in any
entity, held in the name of the Trust. The authority herein granted may be exercised
either by any such officer in person or by proxy or power of attorney.

Section 4. Banking, The Chair, or any duly authorized delegate of the

Board, may: (i) make deposits into operating accounts held in the Trust's name and

endorse checks, drafts, or other instruments for such deposits; and (ii} sign or countersign




checks, drafts, or other orders for the payment of money issued in the name of the Trust

against any funds deposited into any such accounts.

ARTICLE ¥

Indemnification

The Trust shall indemnify, in the manner and to the fullest extent
permitted by law (including, without limitation, the Act), any person (or the estate of any
person) who was or is a party to, or is threatened to be made a party to, any threatened,
pending or completed action, suit or proceeding, whether or not by or in the right of the
Trust, and whether civil, criminal, administrative, investigative or otherwise, by reason of
the fact that such person is or was a Trustee or an employee of either a rail carrier or a rail
union who performed services for the Trust at the direction of one or more Trustees. To
the fullest extent permitted by law, the indemnification provided herein shall include
expenses (including attorneys' fees), judgments, fines and amounts paid in settlement;
and, in the manner provided by law, any such attorneys' fees and expenses may be paid
by the Trust in advance of the final disposition of such action, suit or proceeding upon
receipt, in each case, of an undertaking by or on behalf of the Trustee to repay such
amounts, together with interest thereon, if it is ultimately determined that such Trustee is

not entitled to indemnification with respect thereto.



ARTICLE VI

Amendment, Construction and Definitions

Section 1. Amendments, These Bylaws may be amended or repealed by

a majority vote of a quorum of Trustees present at a duly held meeting or by a consent in

writing of all Trustees.

Section 2. Construction and Definitions. Unless the context otherwise

requites, the general provisions, rules of construction and definitions contained in the Act
and in any applicable laws of the District of Columbia not inconsistent with the Act shall

govern the construction of these Bylaws.

10




APPENDIX B




National Railroad Retirement Investment Trust

INVESTMENT GUIDELINES

The National Railroad Retirement Investment Trust (the “Trust” or “NRRIT”) was
established, effective February 1, 2002, pursuant to Section 15(j) of the Railroad Retirement Act
of 1974, as amended by Public Law 107-90, the Railroad Retirement and Survivors® improvement
Act of 2001 (the “Act™). The Act was amended subsequently by Public Law 108-203, the Social
Security Protection Act of 2004, to make certain technical corrections to the 2001 legislation
creating the Trust. The Trust’s sole purpose is to invest the assets of the railroad retirement
system for the Railroad Retirement Board. Domiciled in Washington, D.C., the Trust is a tax-
exempt entity (pursuant to Section 501(c)(28) of the Internal Revenue Code) and is not an agency
or instrumentality of the United States federal government,

The Trust is governed by a Board of seven Trustees (the "Board of Trustees") -- three
selected by railroad carriers, three selected by railroad labor unions, and an independent Trustee
selected by the other six Trustees. The Act sets forth fiduciary standards for the Trustees and
directs them to discharge their duties solely in the interest of the Railroad Retirement Board
(an agency of the United States federal government) and, through it, the participants and
beneficiaries of the programs funded under the Railroad Retirement Act.

The Trust is authorized by the Act to diversify the investment of the assets of the railroad
retirement system through the use of multiple asset classes as is customary for defined benefit
plans of other U.S, industries. Section 15(j) of the Act directs the Board of Trustees to adopt
Investment Guidelines which must be approved by a unanimous vote of the Trustees. The Act
authorizes the Board of Trustees to invest the assets of the Trust in a manner consistent with such
Investment Guidelines. The Trustees are required by the Act to diversify the Trust’s investments
“so as to minimize the risk of large losses and to avoid disproportionate influence over a
particular industry or firm, unless under the circumstances it is clearly prudent not to do so.” In
accordance with these statutory directives, the Board of Trustees has adopted these Investment
Guidelines.

L. Investment Objectives

The Trust’s primary investment objectives are to establish a portfolio that will achieve a
long-term rate-of-return on assets sufficient to enhance the financial strength of the railroad
retirement system and to do so in a diversified manner that minimizes the risk of large losses.
Achievement of these objectives will facilitate the payment of benefits under the Act by the



Railroad Retirement Board and the United States Treasury. To further these objectives, the Trust
has established the asset allocation policy set forth in these Investment Guidelines and will seek to
obtain returns that are in the aggregate greater than the returns of the strategic policy benchmark

set forth below. In addition, the Trust shall take such other steps as may be appropriate to
cffectively manage investment risk and volatility.

11, A. Asset Allocation Policy and Strategic Policy Benchmark

In 2002, the Trustees retained an independent investment advisory firm to conduct a
comprehensive asset allocation study for the purpose of analyzing asset allocation strategies for
the Trust, The study analyzed the long-term expected return, risk, and return correlation of
various asset classes, as well as the expected return and risk of various portfolios of these asset
classes. In 2004, 2006, and 2008, the Trust took steps to review and update its asset allocation
with new analysis performed by the Trust's investment staff with the use of analytic resources
provided by independent investment advisory firms. As a result of these reviews, the Board of
Trustees periodically has refined the Trust’s asset allocation policy and strategic policy
benchmark.

The Trust’s overall asset allocation (target allocation and policy range) and strategic
policy benchmark to govern the investment of assets managed by the Trust are set forth below.

‘Targe
;Allocation %

US Equity Russell 3000 26%

Non-US Equity MSCI ACWI Ex-US IMI-$Net 22
GlobalEquity . —— 58% ——
g(s)nlj[j:r?gﬂl; come/ Lehman US Universal 17%
Non-US_F ixed Income/ Lehman Global Aggregate ex- 10 4.15
Convertibles USD
Global Fixed Income w% 15:40%
Real Estate g%oo/uf'ggt};iﬁg;p‘;ﬂy Index + 10% 0-15
Commodities DIJ-AIG Total Return 5 2-7
GlobalRealAssets 1% 2W%
Opportunistié Custom 0“ - 0-5
Cash
Opportumstlc{()ther
'TOTALFUND

'WRRIT’s Custors REIT benchmark is 2/3 “FTSE NAREIT US Eqmty REIT index* and 1/3 “FTSE EPRA/NAREIT Global Real Estate Index ~
Net Retumn to US Investors,”




The asset allocation policy contains certain asset classes that are relatively illiquid in
nature and may not otherwise be suitable for interim investment in index-type investment vehicles
to obtain the market exposure contemplated by the asset allocation policy. As a result,
investments in these asset classes are funded over an extended period of time. To accurately
reflect the interim investment of funds earmarked for these more complex asset classes, the Trust
maintains an internal transition version of its target allocation and policy ranges to properly track
the interim retention of such funds within other asset classes at any given point in time.
Rebalancing decisions made pursuant to subsection B of this section II are to be made with
reference to these transition target allocations and policy ranges.

B. Rebalancing Requirements

The following guidelines will be applied to maintain the desired asset allocation targets:

1. If, at the end of any calendar quarter, the proportion of Trust assets invested in
any asset class (as calculated by the Trust's custodian bank) is above the upper
or below the lower limits of the policy range for such asset class, as prescribed
above, the Trust's investment staff is required to rebalance assets by
transferring assets to or from such asset class from or to one or more other
assct classes. Rebalancing will be required if either the upper or lower limits
for the policy range of a particular asset class (e.g., US Equity) or the upper or
lower limits for the policy range of a global class (e.g., Global Equity) have
been exceeded.

2. When rebalancing of an asset class is required, the Trust's investment staff
shall rebalance the asset class to a point that is within 50% of the midpoint of
the target allocation within the policy range (e.g., where the target allocation is
26% and the policy range is 21% - 31%, the rebalance must resct the asset
class to a point between 23.5% and 28.5%).

3. Rebalancing will be initiated promptly in the first month following receipt of a
quarterly notice from the Trust's custodian bank that one or more asset classes
are above the upper or below the lower policy range limits prescribed above.
Rebalancing must be completed promptly and in a cost effective manner.

4. Ifthe Trust's investment staff concludes that a rebalancing is not deemed
advisable (e.g., in an illiquid asset class), approval of the Board of Trustees
will be required to supersede the requirements of this subsection B.

5. The Trust's investment staff shall regularly monitor the positioning of each
asset class within its policy range and make such recommendations to the
Trustees as are appropriate with respect to the advisability of rebalancing asset
classes that are nearing, but have not exceeded, the high or low points of their
policy ranges.

6. In evaluating how best to liquidate assets to fund periodic transfers to the
United States Treasury required by Section 15(k) of the Act, the Trust shall
take into consideration the asset classes that are at the high end of their
respective policy ranges, relative cash positions of the Trust's investment
managers, and other relevant factors.
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II1.

Iv.

Selection of Investment Managers

Pursuant to Section 15(j} of the Act, the Board of Trustees shall retain independent
investment managers to invest the assets of the Trust consistent with these Investment Guidelines.
A separate agreement between the Trust and each individual investment manager will document
the specific responsibilities, limitations, and compensation arrangements of each investment
manager. Each investment manager will have full discretion, within the parameters of that
manager's Investment Management Agreement with the Trust, to (i) select securities and
propetties for mvestment, (ii) determine the timing of and execute transactions, and (iit) act in
accordance with the Trust’s Proxy Voting Policy Statement.

Other Investment Requirements and Limitations

A.

No more than 10% of the Trust’s assets may be invested by any individual investment
manager (including any of its affiliates). This limitation shall not apply to assets
invested by an investment manager retained to invest assets in index accounts,

Trust assets shall not be invested in securities of publicly traded corporations whose
primary business is the operation of North American railroads. A list of these
corporations is attached as Appendix A. This limitation shall not apply to securities
that are purchased as part of a broad market index account, a broad market exchange
traded fund, or any investment in a pooled or commingled fund where the Trust is not
in a position to control investment selection.

In making investments on behalf of the Trust, an investment manager is authorized to
utilize leverage (including by the use of derivative instruments to the extent permitted
by paragraph D below) in the manager’s investment strategy only to the extent
delineated by the Trust in the investment manager’s Investment Management
Agreement with the Trust; provided, however, that the use of such leverage shall not
directly or indirectly expose the Trust to a risk of financial loss that exceeds the dollar
amount of the Trust’s investment with the investment manager in question.

Subject to the limitations of the immediately preceding paragraph C, and only to the
extent delineated by the Trust in an Investinent Management Agreement with an
investment manager, derivative instruments may be used by an investment manager as
a means of hedging and risk control, for arbitrage, to create market exposures, or to
manage country and asset allocation exposures. In these situations, an investment
manager may use derivatives when they are the most effective means of achieving the
investment objective.

1. Where appropriate, an investment manager may use derivative instruments for the
following reasons:

a. Hedging and risk control. To the extent that a portfolio is exposed to clearly
defined risks and there are derivative instruments that can be used to reduce
those risks, an investinent manager may use such derivative instruments for the
purpose of hedging such risks, including cross-hedging of currency exposurcs.




b. Arbitrage. An investment manager may use derivative instruments to facilitate
the simultaneous purchase and sale of securities for the purpose of taking
advantage of a pricing disparity.

¢. Creation of market exposures. An investment manager may use derivative
instruments to replicate the risk/return profile of an asset or asset class
provided that the Investment Management Agreement for such investment
manager allows for such exposures to be created with the underlying asscts
themselves.

d. Management of country and asset allocation exposure. An investment
manager whose portfolio mandate permits tactically changing the exposure of
the portfolio to different countries and/or asset classes may use derivative
instruments for this purpose.

2. Derivative instruments may not be used in the following ways:

a. Derivative instruments may not be used to invest in asset classes, securities,
currencies, indices, or any other financial vehicle unless such exposures
} would be allowed by a portfolio’s investment guidelines if created with non-
= derivative instruments.

b. Derivative instruments may not be used to magnify overall portfolio exposure
to an asset, asset class, interest rate, or any other financial vehicle beyond that
which would be allowed by a portfolio’s investment guidelines if created with
non-derivative instruments.

¢. Derivative instruments may not be used to increase the portfolio risk above
that which could be experienced by using permitted physical securities.

d. An investment manager may not use borrowed funds to finance the use of any
derivative instrument,

E. In order to diversify the Trust’s counterparty credit risk, and to limit the Trust’s credit
exposure to any one counterparty, the Trust’s investment managers shall establish
limits for each of their trading counterparties based upon both the credit rating of the
counterparty and the relative level of risk associated with each existing and proposed
transaction. These limits shall satisfy such standards as may be established by the
Trust from time-to-time.

F. All investments shall be made in accordance with the Trust’s Conflict of Interest
Policy.

V. Yoting of Proxies

All proxies shall be voted solely in the interest of plan participants and beneficiaries as
outlined in the Trust's Proxy Voting Policy Statement.



VI Periodic Review and Amendment

The Board of Trustees shall review these Investment Guidelines on a regular basis. Any
material changes approved by the Board of Trustees will be communicated to the Trust's
investment managers.




Revised, approved and adopted by the undersigned Trustees at Washington, D.C. on March 18,

2009.
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Walter A. Barrows
Secretary Treasurer
Brotherhood of Railroad Signalmen

N

George JF Fﬂc@gf Jr.

President

National Conference of Firemen and Oilers, SETU

Bernie Gutschewski
Viee President -Taxes
Union Pacific Corporation
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JimfHixon
Fixdoutive Vice President Law and Corporate

Relations
Norfolk Southern Corporation
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Johiy Y. MacMurray
Ind ndent Trustee
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Joél Parker

Special Assistant to the President and
International Vice President
Transportation Communications
International Union

William Sparrow
CSX (retired)



APPENDIX A

Note: Entities listed below are classified by the U.S. Securities and Exchange

Commission as being primarily engaged in "Railroads, Line-Haul Operating" pursuant to

Section 4011 of the U.S. Standard Industry Classification System and have outstanding
publicly traded equity and/or debt securities:

Atchison, Topeka and Santa Fe Railway Co.
BNST Corp. Funding Trust I

BNSF Railway Co.

Burlington Northern, Inc.

Canadian National Railway Co.
Canadian Pacific Railway Lid/CN
Chartwell International, Inc.

CSX Corp.

Genesee & Wyoming Inc.

{llinois Central Railroad Co.

Kansas City Southern

Missouri Pacific Railroad Co.

New York Regional Rail Corp.

Norfotk Southern Corp.

Providence & Worcester Railroad Co/R1/
Southern Pacific Rail Corp.

Union Pacific Corp.

Union Pacific Railroad Co.

Wisconsin Central Transportation Corp.

July 2008
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MEMORANDUM OF UNDERSTANDING

Budpgetary, Accounting and Financial Reporting Responsibilities
Respecting Assets Held by the
National Railroad Retirement Investment Trust

The Railroad Retirement Board (RRB), the National Railroad Retirement Investment
Trust (the Investment Trust), the Department of the Treasury (Treasury), ahd the Office of
Management and Budget (OMB) (collectively, the Parties), agree on the following budgetary,
accounting and financial reporting responsibilities respecting assets transferred to and from, and

he]d by, the Investment Trust for RRB.

1.0 General

The Parties agree that, (i) while the Railroad Retirement and Survivors’ Improvement Act
of 2001 (P.L. 107-90) (the Act) provides that the Investment Trust is not a department, agency,
or instrumentality of the Federal Government, the cash and investments held by the Investment
Trust for RRB are nevertheless assets of the Federal Government and must be accounted for and
reported as such; (ii) the Act provides that the Investment Trust is not subject to the requirements
of Title 31 of the U.S. Code (including apportionment); and (iii) the annual audit of the
Investment Trust required by the Act shall be prepared in accordance with Generally Accepted

Accounting Principles (GAAP).
2.0  Fiscal Year of the Investment Trust

The Investment Trust will use the same fiscal year as the Federal Government.
Currently, the Federal Government’s fiscal year begins on October 1 and ends on September 30

of the following calendar year.

3.0 Account Str.ucture

The transactions of the Investment Trust shall be reported using a separate trust fund
account symbol, with RRB being the program agency for that account. ~The following Treasury
Fund Account Symbols have been reserved to report this activity:

60X8118 National Railroad Retirement Investment Trust
60X8118.1  Gains and losses on non-Federal securities, National Railroad

Retirement Investment Trust
60X8118.2  Earnings on investments in Federal securities, National Railroad

-Retirement Investment Trust
60X8118.3  Interest and dividends on non-Federal securities, National Railroad

Retirement Investment Trust
60X8118.4  Payment from the Railroad Retirement Account, National Railroad

Retirement Investment Trust



60X8118.5 Payment from the Social Security Equivalent Benefit Account, National

Railroad Retirement Investment Trust
60X8118.6  Payment from the Railroad Retirement Supplemental Account, National

Railroad Retirement Investment Trust

Federal securities are securities issued by the Treasury and securities issued by a Federal
ageéncy. Non-Federal securities include all permitted investments, excluding Federal securities.
For purposes of this memorandum, securities that are guaranteed by Federdl agencies are
considered to be non-Federal securities,

_ Treasury’s Financial Management Service (FMXS) has established the accounts described
above (with the designation account symbol of 60X8118) in FMS’s central accounting and
financial reporting system. Using this new account number, Treasury’s Bureau of the Public
Debt (BPD) will establish a separate investment account within BPD’s investment accounting
system for Investment Trust activity, This separate account will be reflected’in separate line
items on both the Monthly Treasury Statement and the Monthly Statement of the Public Debt for

- the activity of the Investment Trust. .

4.0 Accounting Treatment of Non-Federal Security Purchases and Sales by the
Investment Trust '

Purchases and sales of non-Federal securities (other than gains and losses) by the
Investment Trust will be treated as a means of financmg, as reqmred by section 105(c) of the

Act.
5.0  Receipts to the Railroad Retirement System

Treasury’s Internal Revenue Service will continue to collect and deposit receipts from the
railroad industry for funding of the Railroad Retirement System. Nothing in this memorandum
is to be construed as altering that arrangement. Receipts will initially be credited to the Railroad
Retirement Account (RRA) or the Social Security Equivalent Benefit Account (SSEBA), as
appropriate. RRB shall continue to account for these receipts, in accordance with Treasury

guidance issued from time to time.

5.1 Investment in the RRA and the SSEBA

The receipts credited to the RRA and the SSEBA will be automatically invested by BPD
in par-value Treasury special securities maturing on the first business day of the following month
unless RRB pravides specific instructions to do otherwise. Proceeds from maturing securities in
the RRA and the SSEBA will be automatically re-invested by BPD in par-value Treasury special
securities maturing on the first business day.of the following month unless RRB provides

specific instructions to do otherwise.




5.2  Receipts of the Investment Trust

Receipts of the-Investment Trust will be recorded in the following sub-accounts:

o Gains and losses on non-Federal securities (60X8118.1);

Earnings on investments in Federal securities (60X8118.2);

Interest and dividends on non-Federal securities (60X8118.3);

Payment from the Railroad Retirement Account (60X38118.4);

Payment from the Social Security Equivalent Benefit Account (60X8118.5); and,
Payment from the Railroad Retirement Supplemental Account (60X81 18.6).

6.0 Transfers of Assets from RRB to the Investment Trust

Subject to the Act and this Memorandum of Understanding, RRB shall determine the _
timing and the amount of transfers of assets from the RRA, SSEBA, and the Railroad Retirement -
Supplemental Account (RRSA) to the Investment Tnist. -

6.1.1 Cash Transfers

RRB shall direct Treasury to transfer cash from the RRA, SSEBA, and RRSA to the
Investment Trust. RRB has provided Treasury’s Office of Cash and Debt Management (OCDM)
with an initial schedule of expected transfers for a period of six months (September 2002 through
February 2003). RRB shall provide OCDM with updates to the initial schedule if there are any
changes to the dates and amounts of the expected transfers. If it is determined that the transfers

“will extend beyond the initial six-ronth schedule, RRB shall provide a revised schedule to cover
periods not included on the original schedule (i.e. beyond February 2003} as soon as it is known -

that transfers will extend beyond this period.

If the need arises for RRB to make transfers from the Investment Trust to the RRA to
fund Treasury-disbursed payments, RRB shall provide OCDM with the anticipated amount(s) to

be transferred between the Investment Trust and the RRA.

These updates to the initial schedule of cash transfers and notices of transfers from the
Investment Trust to RRB shall be pursuant to the business rules contained in Section 6.1.2. All

updated schedules and notices shall be delivered in writing to:

David J. Monroe :
Director, Office of Cash and Debt Managemeiit
Department of the Treasury

1500 Pennsylvania Ave, NW

Washington, DC 20220

Fax Number — (202) 622-4775



6.1.2 Notice for Specific Cash Transfers

Below are the business rules for providing advance notification to Treasury for daily cash
management purposes. For each specific transfer of cash projected in the schedule. provided in

section 6.1.1, RRB shall provide:

¢ fifteen (15) business days advance written notification for amounts greater than $2
billion, _ -
e five (5) business days advance written notification for amounts between $500 million
and $2 billion,
two (2) business days advance notification of amounts between $50 million and $500
million, and ‘ :
o transfers of less than $50 million do not require advance notification.

(See Aftachment A for the procedures to transfer cash assets to the Investment Trust. Additional
guidance on the reporting of large dollar transfers is provided in the Treasury Financial Manual,
Volume 1, Part 6, Section 8500 (http://www.fms.treas. gov/tfm/voll/v1p6¢850 txt.).)

6.2 Transfers of Securities

Subject to the Act, RRB may request Treasury to transfer certain Treasury. securities to
the Investment Trust. Only securities hefd by RRB on the date of enactment of the Act (i.e. on
December 21, 2001) are eligible to be transferred. RRB shall identify to BPD any specific
_ securities to be transferred to the Investment Trust. Notification shall be signed by the contact

for RRB account on file with BPD, and shall be delivered prior to 3:00 p.m. (Eastern Time) in

writing to:

Susan Chapman
Director, Division of Federal Investments
Office of Public Debt Accounting

" Bureau of the Public Debt

- P.0.Box 1328 _

Parkersburg, WV 26106
Phone Number (304) 480-5111
Fax Number (304) 480-5212

‘ BPD will transfer these securities to the Investment Trust by changing the account in
which the securities are held in BPD’s investment accounting system from the Railroad
Retirement Account, 60X8011, to the Investment Trust account, '60X8118. No transaction
activity (redemption ot investment) will result from the transfer; however, RRB must report the
transfer of the securities between the accounts to FMS. The securities will be maintained in non-

marketable, book-entry form.

(See Attachment B for the procedures to transfer Treasury securities currently held by
RRB to the Investment Trust.)




6.3  Accounting Treatment for Assets Held by the Investment Trust

RRB will record all cash and investments held by the Investment Trust for RRB as
Federal funds held outside of Treasury.

7.0  Reporting Requirements

7.1  Annual Report

Section 105(a)(3)(E) of the Act requires the Investment Trust to submit an annual
management report to Congress no later than 180 days after the end of the Investment Trust’s
fiscal year, and to provide a copy of the management report to the President, RRB, and OMB

when it is submitted to Congress.

7.2 Monthly Reporting Requirements

As RRB continues to be responsible for the overall management of the Railroad
Retirement System, RRB will be responsible for all budgetary and proprietary reporting of the
Investment Trust’s transactions, and for reporting to Treasury the amount of cash and the value
of investments held by the Investment Trust. Treasury and OMB have developed specialized
reporting requirements to handle the complexity added by the use of the Investment Trust to
manage the Railroad Retirement System’s assets and the disbursing agent to pay pension

benefits.

‘s RRB is required to report ail payments to and from the Investment Trust and the RRA,
SSEBA, and RRSA on a monthly basis for the month in which the payment occurred.

s The Investment Trust may report on a one month delayed basis to RRB, which in turn
will report the information to Treasury on a monthly basis. However, the Investment.
Trust will work towards improving the timeliness of its reporting, so that the transactions .
are reported as of the end of the month in which they occurred, consistent with all other

Federal reporting.
7.2.1 Monthly Reporting by RRB on the RRA and the SSEBA

Nothing in this memorandum is to be construed as altering RRB’s current requirements
for monthly financial reporting of activity in the RRA and the SSEBA

Transfers from the RRA and the SSEBA to the Investment Trust account will be reported
as outlays of those accounts and as offsetting receipts of the Investment Trust account.
" Transfers from the Investment Trust account to the RRA will be reported as outlays of the
Investment Trust account and as offsettmg receipts of the RRA.




7.2.2 Timing_ of Monthly Reports by the Investment Trust to RRB

The Investment Trust shall report the information described in sections 7.2.3, 7.2.4, and
7.2.5 on a monthly basis to RRB. Except when Treasury, OMB, RRB and the Investment Trust
agree to an altetnative reporting schedule, this means that the Investment Trust may report each
month’s transactions no later than the third workday day of the second month after the
transactions have occurred. (Beginning January 2003, the Investment Trust may report no later

than the second workday of the second month.)

7.2.3 Required Monthly Information

Except as prov1ded in Section 7.2.4, the Investment Trust shall report the following
information to RRB:

Total market value of non-Fedeéral securities, end of month;
_ Total interest earnings on Federal securities,
Total interest and dividends earned on non-Federal securities;
Total purchases of non-Federal securities;
Total sales of non-Federal securities;
Cash balance, end of month;
Total purchases (at par) of Federal securities;
Discounts and premiums on Federal secuntles at time of purchase
Total sales (at par) of Federal securities;
Payments to the disbursing agent;

Administrative expenses; and,
Payments received from the RRA, the SSEBA, and the RRSA.

Interest earnings on Federal securities (other than zero coupon bonds) shall include any -
purchase premiums and/or accrued interest at the time of purchase (as a negative), any periodic
interest payments (as a positive), any gains realized from purchase discounts at the time of
maturity or sale (as a positive)’, and any gains or losses on sale. Zero coupon bends will be
valued at market value on a monthly basis. The purchases and sales of all other Federal
securities shall be reported at par. (Additional guidance to Federal agencies on reporting for
accounts invested in Department of the Treasury securities is provided in the Treasury Financial
Manual, Volume 1, Part 2, Chapter 4300 (http://www.fms.treas. gov/tfm/voll/v1p2c430.pdf).
For U.S. Standard General Ledger transactions related to reporting for accounts invested in
Department of the Treasury securities, further guidance is available at

http://www. fins treas.gov/ussgl.)

Interest and dividends earned on non-Federal sécqriﬁes shall be reported on a gross basis.
That is, if interest or dividends are reinvested, this shall be reported simultaneously as interest or

dividends earned and as purchases of non-Federal securities.

! Discounts are reported as a positive in subclass 75 (Unrealized Discount on Investments) at time of purchase. At
" maturity or sale, the purchase discount is reversed by reporting a negative receipt in subclass 75 and any gain
realized from the discount is reported as interest in the 60X8118,2 receipt account as a positive.



‘ RRB shail use the information provided by the Investment Trust to prepare the monthly
financial reports for the Investment Trust account (60X8118) and report to Treasury. As long as
the Railroad Retirement System payments are disbursed through a FMS Financial Center, RRB
shall complete the Statement of Transactions (Form 224) by the fifth workday of the month (the
third workday, beginning January 2003). - Once the Railroad Retirement System payments are
disbursed through a non-Federal disbursing agent, RRB shall complete the Statement of
Accountability (Form 1219) and the Statement of Transactions (Form 1220) by the fifth workday
of the month. RRB shall use the standard reporting procedures to complete these reports.
(Additional guidance to Federal agencies on financial reporting is provided in the Treasury
Financial Manual, Volume 1, Part 2. (http:/www.fins.treas. gov/tfim/voll/v1p2¢100.html.).) The
table in Appendix C provides detailed guidance for reporting each class of anticipated
transactions. ' ' _ ‘

7.2.4 Monthly Valuation of Assets Held by the Investment Trust

As mentioned above, RRB shall report the total market value of the portfolio of non-
Federal securities held by the Investment Trust to Treasury on a monthly basis. Realized and
unrealized gains and losses (net of purchases and sales) on the portfolio of non-Federal securities
held by the Investment Trust shall be reported as offsetting receipts. The Investment Trust may
report this mark~to-market valuation of the portfolio to RRB on a 30-day delay basis. RRB will
calculate gains and losses on non-Federal securities as follows:

Total market value of non-Federal securities, end of the current month

+ Sales of non-Federal securities

- Purchases of non-Federal securities

- Total market value of non-Federal securities, end of previous month

The Parties agree that it would be difficult and expensive to revalue certain classes of
non-Federal assets held by the Investment Trust on a monthly basis. Therefore, the Investment
~ Trust shall be required to revalue monthly only assets for which current market quotations are
readily available in nationally recognized financial media. The Investment Trust may revalue all
other assets on an annual basis (at the end of the fiscal year).

7.2,5 Administrative Expenses

The Investment Trust shall report its direct expenditures for administrative expenses to
RRB each month on an aggregate basis. In addition, at least once each year (at the end of the
fiscal year) the ‘Investment Trust shall report the amount of administrative expenses incurred by
investment management firms that invést on its behalf. To the extent that these firms deduct
their administrative expenses from earnings reported to the Investment Trust, the Investment
Trust shail report the amount of estimated administrative expenses separately and increase
amounts of earnings reported by the same amount. : '



7.2,6 Certification of Monthly Information

RRB shall certify to Treasury that it has reported the information provided to it by the
Investment Trust. RRB’s certification will not be construed as certifying to the accuracy of the
information provided by the Investment Trust. Ensuring the accuracy of the information
provided on a monthly basis is a responsibility of the Investment Trust. However, RRB is
responsible for ensuring that thé annual information reported to Treasury is consistent with the
Investment Trust's audited financial statements subject to differences between the budget and
financial reporting in the basis for measurement of transactions, To the extent there are
differences for other reasons, RRB will work with the Investment Trust to correct the

information reported to Treasury.

7.2.7 Benefit Payxﬁents

RRB’s reporting of monthly benefit payments is not covered by the one month delay
permitted by paragraph 7.2,2 because RRB will have-the information necessary to report benefit
payments at the end of the month in which the benefits are paid. Under the Act, RRB continues
to have the responsibility for determining who is entitled to railroad retirement benefits, the
amount of each benefit, and the timing of payments. In addition, RRB will direct the Investment
Trust to transfer funds to the disbursing agent sufficient to pay railroad retirement non-SSEB tier

1, tier 2 and supplemental benefits.

7.3 Required Quarterly Reporting

On a quarterly basis, RRB will also be required to complete FACTS II (Federal Agencies'
Centralized Trial-Balance System II) reporting based on information provided by the Investment
Trust. FACTS II will allow RRB to submit one set of accounting data (mostly budgetary, but
some also proprietary) that fulfills the needs of the FMS 2108 Year-End Closing Statement and
~the SF 133 Report on Budget Execution. The reporting schedule and additional guidance related
to FACTS II reporting is provided in the FMS website at
http://www.fims treas. gov/ussgl/factsii/index. html.

7.4 Required Yearly Reporting

RRB shall report the financial information as required in the Treasury Financial Manual,
Volume I, Part 2, Chapter 4000 (I TFM 2-4000) Federal Agencies' Centralized Trial-Balance
System (FACTS I) to FMS, using Treasury Fund Account Symbol number 60X8118 which will
include the information on the activities and balances of the Investment Trust.

8.0 Revision of Reporting Requirements

If necessary, this memorandum will be updated as needed, with consent of the Parties, to
reflect changes in reporting requirements published in OMB’s Circular No. A-11.

Attachments
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Railroad Retirement Board
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Attachment A

Cash Transfer to the National Railroad Retirement Investment Trust

(60X8012). With this advance notification, funds
can be made available to Trust on specified dates.

Updates to the schedule of transfers should.he
provided, in writing, to:

David J, Monroe

Director, Office of Cash and Debt Management
Department of the Treasury

1500 Pennsylvania Ave, NW

Washington, DC 20220

Fax Number - (202) §74-4775

Procedures
Objective ] RRB / Trust Action Treasury Action

Initial Transfer | The Trust, through RRB, has provided a schedule | Treasury (OFAS ~ OCDM) identifies need

of Excess to Treasury (OFAS) of pending transfers of the for requested amount of cash and plans to

Balances (Cash) | initial balances in the Railroad Retirement have funds available.

from RRB Account (60X8011), the Social Security

Accounts to Equivalent Benefit Account (50X3010) and the Depending on size of transfer, Treasury may
| Trust Railroad Retirement Supplemental Account — be able to make transfers of cagh without the

fuli 30-day notice, However, the 30-day
notice will enable Treasury to ensure that
the full amonnt of funds will be able to be
transferred in 30 days. Treasury will work
with RRB and the Trust on specific timing
of transfers.

‘accounts 60X8011, 50X8010 and 60X8012 by

RRB instructs BPD to liquidate securities held in

sending redemption instruction to BPD
designating specific securities to liquidate.
(Standard procedures, using Request for
Investment/Redemption Foym)

BPD lquidates securities. Increases cash
balance of investment accounts.

RREB instructs FMS to move cash balance from
60X8011, 60X8010 and/or 60X8012* account to
Investment Trust’s account at its designated
custodial bank,

RRB certifying officer will use the Electronic
Certification System or compiete a hardcopy SF
1166 and send it to FMS Regional Financial
Center, to move money to Tmst accoutit outside
of Treasury.

FMS will effect the transfer of the funds-to
the Trust’s account at its designated
financial institution. (The transfer will most
likely occur electromically, either by
antomated clearinghouse credit, or wire
transfer at the option of RRB.)

RRB will report the outlay of funds from
accounts 608010, 60X8011, and/or 60X8012 on
the current month SF 224 for those accounts, and
repart an offsetting receipt to account 60X8118
with a subclass of (41) on the current month SF
224 to indicate funds were moved to the

Investment Trust outside of Treasuty.

* Once a]l funds in the Supplemental Benefit Account (60X8012) are transferred to the Trust, this account will be
¢liminated. The other two accounts will have ongoing activity.




On-going
transfers of
funds to the
Investment
Trust

RRB will identify amount of fands to move to the
investment Trust.

Fund.é shall be transferred in accordance with the
notification timeframes outlined in Section 6,1.2.

Notification should be sent in writing to:

Cash Forecasting Division

Cash Accounting and Reporting Directorate
Financial Management Service Department of the
Treasury )

3700 East West Highway, Room 5A09
Hyattsville, Maryland 20782

Fax Number; 202-874-9945

Or:  202-874-9984
Telephone:  202-874-9790
e-mail: fimds.control@fms.ireas.gov

If finds are invested in short termn, par-value-
Treasury securities, RRB instmcts BPD to
liquidate securities held in accounts 60X8011, or
808010 by sending redewmption instruction to
BPD designating specific securities to liquidate.
(Standard procedures, using Request for
Investment/Redemption Form)

BPD liguidates securities. Increases cash
balance of investment accounts,

RRB instructs FMS to move a cash amount from
the 608011 and/or 60X8010 account(s) to
designated account of the Trust.

RRB certifying officer will use the Electronic
Certification System or complete a hardcopy SF
1166 and send it to FMS Regional Financial
Center, to move money to Trust account outside

of Treasury.

FMS will effect the transfer of the fands to
the Trust’s account at its designated
financial institution. (The transfer will most
likely occur electronically, either by
automated clearinghouse credit, or wire
transfer at the option of RRB.)

RRB will report the outlay of funds from
accounts 60X8010, 60X8011, and/or 60X8012 on
the current month SF 224 for those acconnts, and
report an offsetting receipt to account 60X8118
with a subclass of (41) on the current month SF
224 to indicate funds were moved to the
Investment Trust outside of Treasury.




Attachment B

Securities Transfer to the N atimial Railroad Retirement Investment Trust

(Including the Transfer of the Proceeds of Redeemed
Securities held by the Investment Trust)

Procedures
_Objective | RRB / Trust Action l Treasury Action
Transfer of RREB identifies specific securities to transfer to BPD changes the ownership of the
Currently-held | the Trust ownership, (In writing to BPDusing securities, by changing the account in
Securities from | established contact for RRB account as which the securities are held in InvestOne
RRB to Trust signatory.) from the RRB account, 60X8011, to the
account for Trust activity, 60X8118. No
(Notification should be provided, in writing, to:) | trabsaction activity (redemption or
Susan Chapman investment) occurs.
Directer, Division of Federal Investments
Office of Public Debt Accounting
Bureau of the Pablic Debt
P.O. Box 1328
Parkersburg, WV 26106
Phone Number (304) 480-5111 -
Fax Number (304) 480-5112
Ttust must establish a designated contact for new
account. Completes Fund Information Form
and submits it to BPD at the above address.
RRB must report the transfer of securities from
60X8011 to 60X8118 to FMS via the monthly
account transaction reporting (SF 224).
Redemption of | Trust completes Request for BPD liquidates designated securities and
Securities held | Invesimént/Redemption Form identifying increases cash balance in mvestment
by the Trust at security to be redeemed and submits it to BPD. Account (60X8118).
BED .
Transfer of the . | Trust requests that RRB instructs FMS to move FMS will effect the transfer of the funds to
Proceeds (Cash) | cash balance from 60X8118 account to Trust. - the Trust account at its designated financial
ofa institution, (The transfer will most likely
Redemptionto | Funds shall be transferred in accordance with the | occur electronically, either by automated
the Trust notification timeframes outlined in Section 6.1.2. | clearinghouse credit, or wire transfer at the
option of RRB.)
\ Notification should be sent in writing to:
Cash Forecasting Division .
Cash Accounting and Reporting Directorate
Financial Management Service Department of the
Treasury
3700 Bast West Highway, Room 5A09 ,
Hyattsville, Maryland 20782
Fax Number: 202-874-9945
"Or:  202-874-9984
Telephone:  202-874-9790




¢-mail; funds.control@fms.treas. gov

RRB certifying officer will use the Electronic
Certification Systern or complete a hardcopy SF
1166 and send to FMS Regional Financial Center,
to mave money to Trust account cutside of

Treasury,
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Attachment D

Transfer of Funds from the National Railroad Retirement Investment Trust
to Treasury for Disbursing Purposes

Procedures

Objective |

RRB / Trust Action [

Treasury Action

Transfers of
Funds {Cash)-
from the Trust
to Treasury for
Disbursement

Note: These procedures will only be used in the
event that fiunds held by the Trust are required fo
be transferred back to the Treasury o make
benefit payments. Once the non-Federal
disbursing agent ix in place, funds should not need
to be returned to Treasury. )

RRB advises the Trust that funds should be
returned to the Treasury for disbursement of
benefit payments,

The Trust will liquidate assets and transfer funds,
by wire transfer, to the Treasury’s account at the
New York Federal Reserve Bank to the credit of
the RRB. )

Should it be necessary to transfer amoumnts in
excess of $50 million from the Investment Trust to
the RRB, a large doflar deposit notification would
be required to be sent by RRB to:

Cash Forecasting Division
Cash Accounting and Reporting Directorate
Financial Management Service Department of the
Treasury
3700 East West Highway, Room 5A09
Hyattsville, Maryland 20782
Fax Number; 202-874-9945

Or.  202-874-9984
Telephone:  202-874-9790

¢-mail; funds.control@fms.treas.gov

Through the Fedwire Deposit Sj./stem, the
RRB will be credited with immediately
available funds from the wire transfer:

(A separate memorandum of understanding
covers the disbursement of benefit
payments by FMS until a non-Federal
disbursing agent is selected.)
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CONFLICTS OF INTEREST
Policy Statement of the
National Railroad Retirement Investment Trust

Statement of policy

The policy of the National Railroad Retirement Investment Trust (the "Trust") with respect to
conflicts of interest requires that the Trustees and all employees (hereinafter "NRRIT personnel”)
avoid any conflict or appearance of conflict between their personal interests and the interest of
the Trust in dealing with all entities or individuals doing or seeking to do business with the Trust.
Underlying these standards is the fundamental proposition that all NRRIT personnel must
discharge their duties solely in the interest of the Railroad Retirement Board and through it, the
participants and beneficiaries of the programs funded under the Railroad Retirement Act of 1974,
as amended.

Personal finances

NRRIT personnel shall not, without the consent of the Board of Trustees, hold or acquire a
financial interest in any enterprise which to the knowledge of the individual has any business
relationship with the Trust, or is secking to establish such business relationship. A financial
interest shall not include securities in a publicly traded company held directly or indirectly,
provided that such interest is less than one percent (1%) of the outstanding shares of such
company or debt of such company.

Outside activities

NRRIT personnel shall not hold any position with any other enterprise, the existence of which
would conflict or might reasonably be supposed to conflict with the individual’s performance of
his or her duties or responsibilities to the Trust without full and complete disclosure thereof to
the Board of Trustees..

NRRIT personnel shall not negotiate employment with any person or entity that is doing
business or seeking to do business with the Trust without full and complete disclosure thereof to
the Board of Trustees.

Inside information

NRRIT personnel shall maintain the confidentiality of all information related to deliberations and
decisions, including but not limited to investment decisions, of the Trust and shall not use such
information for personal profit or allow it to be used for personal profit of others.

Gratuities

NRRIT personnel, or members of their families, shall not accept gifts from any person, firm or
corporation doing business or seeking to do business with the Trust, of such a nature or in such a
circumstance that a reasonable person could infer that the acceptance of such gifts might unduly
influence the individual in the performance of his or her duties. In deciding whether to accept
any gift from such person, firm or corporation, NRRIT personnel, or members of their families
should exercise proper judgment and as a general rule, should not accept any gift with a fair
market value in excess of $100.



NRRIT personnel, or members of their familics may accept entertainment- related services (e.£.,
food or beverages, invitations to attend a sporting event or participate in a sporting activity)
where they are (a) reasonable in scope, (b) are associated with a bona fide business meeting or
conference, and (c) are provided to others as a normal part of doing business in the industry or
profession, -

Notwithstanding the terms of the preceding two paragraphs, NRRIT personnel, or members of
their families shall not accept money or any other thing of value in connection with any
investment made by or for the Trust, nor shall any such person have any pecuniary interest in
such investment.

Disclosure

Whenever an NRRIT personnel becomes aware of a conflict of interest, or has any question as to
any activity, interest, or relationship which could be construed as a conflict of interest, such
individual shall promptly report the circumstances to the Board of Trustees.

All NRRIT personnel shall annually sign a statement affirming that such person has:

a. received a copy of this conflict of interest policy,
b. read and understands this policy, and
c. agreed to comply with its terms.

As approved and adopted in amended form by the Board of Trustees on July 10, 2003. This
Policy Statement was originally approved and adopted by the Board on July 19, 2002.
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CONFIDENTIALITY
Policy Statement of the
National Railroad Retirement Investment Trust

Statement of general policy

The Board of Trustees (the “Board”) of the National Railroad Retirement Investment Trust (the
“Trust™) recognizes the sensitivity of all deliberations related to investment decision making,
particularly in a Trust of this size and unique statutory structure. As such, the Board has
adopted a policy that requires that the Trustees, Trust Advisors, and all Trust employees
(hereinafter "NRRIT personnel"), as well as any investment advisor, manager, or custodian
retained by the Trust, maintain the confidentiality of all information related to investment
deliberations and decisions and other operations of the Trust.

The Trustees also recognize their statutory obligation to discharge their duties solely in the
interest of the Railroad Retirement Board and through it, the participants and beneficiaries of the
programs funded under the Railroad Retirement Act of 1974. As such, the Trust shall respond to
any inquiry of the Railroad Retirement Board with respect to investment activities of the Trust,
but shall do so in a manner so as to maintain the confidentiality of such information, under such
terms and conditions as may be developed by Trust counsel and the General Counsel of the
Railroad Retirement Board. Any request for confidential information from any other agency or
instrumentality of the Federal Government shall be considered by the Trustees on a case-by-case
basis and in consultation with the Railroad Retirement Board.

Confidential information

All information relating to Trust business, including Trustee investment and business
deliberations, internal staff deliberations, Board and Committee meeting book materials and
meeting minutes, Trust investment plans, manuals and memoranda, internal investment analyses,
meeting summaries or notes, and all other similar work papers should be treated as confidential
by NRRIT personnel, unless (1) release of such information is required to catry out a direction
from the Board, (2) is otherwisc authorized by the Board or the Chief Investment Officer, or (3)
is included in summary or aggregate form in annual reports that are required pursuant to the Act,
or any other applicable Federal law.

Continuing Obligation to Preserve Confidentiality

All confidential information of the Trust is the sole and exclusive property of the Trust, and the
obligation to preserve such confidentiality shall continue for former NRRIT personnel after their
professional affiliation with the Trust ends.

Annual Affirmation

All NRRIT personnel annually shall sign a statement affirming that such person has:




a. received a copy of this confidentiality policy,
b. read and understands this policy, and

C. agreed to comply with its terms,

Approved by the Board of Trustees on January 27, 2005.
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NATIONAL RAILROAD RETIREMENT INVESTMENT TRUST
PROXY VOTING POLICY

L PURPOSE

The purpose of the National Railroad Retirement Investment Trust’s (“NRRIT” or the
“Trust”) Proxy Voting Policy is to provide investment managers and the Railroad Retirement
Board (the “RRB”) with written documentation of the requirements for the voting of proxies for
assets held in NRRIT’s accounts.

Section 15(j)(5)(A) of the Railroad Retirement Act of 1974 (the “Act”), as amended by
NRRIT’s enabling legislation, the Railroad Retirement and Survivors’ Improvement Act of
2001, sets forth the fiduciary dutics of NRRIT’s Board of Trustees. Specifically, the Trustees are
required to discharge their duties with respect to Trust assets, including the voting of proxies,
“solely in the interest” of the RRB, and through it, the participants and beneficiaries of the
programs funded through the Trust. Although the Trust is not subject to ERISA, the general
prudence standard set forth in the Act is based upon the general fiduciary standards imposed by
ERISA.

11, RESPONSIBILITIES OF INVESTMENT MANAGERS

Independent imvestment managers retained by the Trust pursuant to Section 15(j)(4)(B) of
the Act will be fiduciaries of the Trust, and as such they will be required to exercise the same
duties of loyalty and care in managing Trust assets. Where the Trust delegates management
authority with respect to specified Trust assets to an investment manager, such investment
manager will have exclusive authority to vote all proxies related to the Trust securities under its
control unless such authority is expressly limited in the investment manager’s contract with the
Trust. Prudent investment management includes the voting of proxies consistent with the
investment manager’s own proxy voting guidelines and solely in the interest of the participants
and beneficiaries of the Railroad Retirement system.

Each investment manager retained by the Trust will agree to fulfill the following
responsibilities:

A. Each investment manager will be obligated to vote all proxies on securities held by
such manager in the Trust’s portfolios.

B. Each investment manager will be expected to carefully examine all proxy issues. The
decision with respect to the proxy vote must be made on a case by case basis,
prudently and solely in the interest of the participants and beneficiaries of the
Railroad Retirement System.

C. Each investment manager must adopt and implement written policies and procedures
that are reasonably designed to ensure that proxies with respect to Trust assets will be
voted in the best interest of the participants and beneficiaries of the Railroad
Retirement System. The manager must provide to the Trust: (i) a copy of its proxy



voting guidelines, and (ii) a summary of its procedures for recording proxy votes and
reporting them to the Trust,

D. Decisions with respect to proxy voting may not be delegated by the investment
manager to another party, except in cases where a clear conflict of interest exists, In
such cases, the investment manager must provide prior written notice to the Trust's
investment staff of both the conflict of interest and the party to whom voting authority
will be delegated.

E. Each investment manager must accurately record its proxy votes for each Trust
security held and the basis for such votes. The votes may be tallied by general
category. These records mnust be made available to the Trust upon its request,

F. Each investment manager must provide to the Trust on an annual basis:

1) Written certification that all proxies with respect to Trust securities have been
voted solely in the intetest of the participants and beneficiaries of the Railroad
Retirement system;

2) Written certification that neither the officers of the investment management firm
nor their personnel have been unduly influenced by outside sources regarding the
voting of any proxy;

3) Incases where a conflict of interest has been identified, written certification that
adequate measures were taken to ensure that such conflict did not affect any
proxy vote and documentation explaining the nature of such conflict; and

4} Adequate documentation to report all proxy votes with respect to Trust securities
cast by the investment manager and, for all non-routine matters, the basis for such
votes.

III. COORDINATION WITH CUSTODIANS

The investment manager will have the responsibility of ensuring that all proxies with
respect to Trust securities are voted, and will coordinate as necessary with the custodians of the
Trust's assets to see that this responsibility is carried out.

Should the investment manager not receive proxy solicitation materials on a timely basis
from the custodian, which could prevent normal handling of the materials and timely voting from
taking place, the investment manager may designate the custodian as its agent to vote the proxy
in question. Under these circumstances, the investment manager will not be relieved of its
fiduciary responsibility for the voting of proxies; therefore, the investment manager must provide
the cnstodian with specific voting instructions.




IV.

RESPONSIBILITIES OF THE TRUST

Consistent with its fiduciary duties as they relate to the voting of proxies, the Trust assumes

the following responsibilities:

V.

Trust,

A.

D.

As part of its due diligence review of prospective investment managers and its
ongoing oversight of current managers, the Trust's investinent staff will review each
investment manager’s policies and procedures with respect to proxy voting to ensure
that they are in compliance with this Proxy Voting Policy.

. Upon receipt of the documentation submitted annually by the investment managers,

the Trust's investment staff will review and report to the Board of Trustees regarding
each investment manager's proxy voting record with respect to Trust securities.

The Board of Trustees shall annually review the report of the Trust's investment staff
with respect to proxy voting of Trust securities.

The Trust reserves the right to modify or rescind the proxy voting authority delegated
to an investment manager at any time.

DOCUMENTATION

This Proxy Voting Policy will be (i) attached to the Trust’s Investment Guidelines, and
(ii) incorporated by reference into cach investment management agreement entered into by the

Approved April 29, 2003
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Chief Investment Officer’s Cettification
of the National Railtoad Retitement Investment Trust’s
Process of Financial Reporting And
System of Internal Controls

I, Cathetine A, Lynch, Chief Investment Officer of the National Railtoad Retirement Investment
Trast (“NRRIT”), certify that:

)

@

&)

O

()

I have reviewed the Annual Management Repott for Fiscal Year 2009, prepared
putsuant to Section 105 of Public Law 107-90, the Railtoad Retirement and
Sutvivot’s Imptovement Act of 2001.

Based on my knowledge, this Annual Management Repott does not contain any
untrue statement of material fact ot omit to state a matetial fact necessary to make
the statements made, in light of the citcumstances under which the statements weze
made, not misleading with respect to the petiod coveted by this Annual Management
Repott.

Based on my knowledge, the financial statements and other financial information
included as part of this Annual Management Repott fairly present in all material
tespects the financial position, tesults of opetations and cash flows of NRRIT as of
and for the yeat ended September 30, 2009.

NRRIT’s othet certifying officers, the Semior Operating Officer and Seniot
Accounting Officer, and I are tesponsible fot establishing and maintaining effective
disclosute controls and procedures for NRRIT and have:

a designed such disclosure controls and procedutes to ensute that matetial
information relating to NRRIT is made known to us by others within
NRRIT, patticularly duting the petriod in which this Annual Manageinent
Report was prepared;

b. evaluated the effectiveness of NRRIT’s disclosute controls and procedutes as
of Septembet 30, 2009, (the “Evaluation Date”); and

<, presented in this Annual Management Report our conclusions about the
effectiveness of the disclosute conttols and procedures based upon our
evaluation as of the Rvaluation Date.

NRRIT’s othet certifying officets and I have disclosed, based upon our most recent
evaluation, to NRRIT’s auditor and the NRRIT Audit Committee:

. all significant deficiencies in the design or opetation of internal controls
which could advessely affect NRRIT’s ability to record, process, summatize,




National Railroad Retirement
Investment Trust

Annual Management Report for Fiscal Year 2009
Required by Public Law 107-90,
The Railroad Retirement and Survivors’
Improvement Act of 2001
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1) Introductory Statement

a) Overview

Fiscal year 2009 (October 1, 2008 - September 30, 2009) was a year of extraordinary
challenges for global financial markets and consequently for the National Railroad
Retirement Investment Trust (the “Trust”). Like most pension funds and other large
institutional investors, the Trust saw a significant decline in market values during the
first half of the fiscal year. Beginning in March, the Trust benefited significantly from
the recovery in the US and overseas investment markets and was able to offset much
of the decline from the first half of the fiscal year.

. Overall, during fiscal year 2009, the net asset value of Trust-managed assets
decreased from $25.3 billion on October 1, 2008 to $23.3 billion on September 30,
2009. This reduction in asset value includes $1.6 billion that the Trust transferred to
the US Treasury (the “Treasury”) for railroad retirement (tier 2) benefit payments
during the fiscal year. The rate of return on Trust-managed assets for the year (net of

fees) was -0.7%.

Market Value of Trust-Managed Assets
(% in billions)

October 1, 2008 $25.3
Transfers from Trust to Treasury $(1.6)

Change in value (0.4)

Net Increasef(Decrease) - {2.0)
September 30, 2009 "$233

In addition to Trust-managed assets, some other assets of the raifroad
retirement system are retained by the Raifiroad Retirement Board as reserves in
accounts at the Department of Treasury. These reserves are made up of recent payroll
tax contributions from rail employers and employees as well as assets that the Trust
has transferred to the Treasury to pay future benefits. In order to understand the
overall financial position of the railroad retirement system, it is important to consider

both the Trust-managed assets and the system reserves held at the Treasury.
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During its seven years of investment operations, the Trust has transferred $7.9
billion to the Treasury to pay railroad retirement benefits. Even with these benefit
payments, total railroad retirement system assets (Trust-managed assets plus reserves
maintained at the Treasury) grew from $20.7 billion in 2002 to $24.6 billion as of the
end of fiscal year 2009. As such, notwithstanding the challenges of the past two fiscal
years, the Trust has made a significant contribution to the increase in total a@ssets

available to the railroad retirement system.

Trust-Managed Assets and RRB Assets Held in Reserve

(% in billions)
February 1, 2002 (total system assets at Trust inception) $20.7
Net Transfers for payment of RR Benefits $ (7.9)
Change in value* 11.8
Net increase/(decrease) - 39
September 30, 2009 4246

* This includes investment return, payroll tax revenues, additional benefit payments and administrative expenses.

b) 2009 Market Volatllity
Over the past seven years, the Trust has deployed assets received from the Treasury
into a diversified portfolio of US and non-US equity and US and non-US fixed income
securities. Over time, the Trust has furthered that diversification by allocating a
percentage of the portfolio to private equity, real assets and commodities. As
mandated by its statute, the Trust has avoided undue concentration of investment in
any asset class, type of security or market sector.

This policy of broad diversification is intended to serve the Trust well in strong
markets and to protect its assets from disproportionate market shocks in volatiie
periods, the expectation being that not all asset classes will experience sharp downturns
simultaneously. As part of this diversification process, the Trust holds tens of
thousands of different securiﬁes selected by its numerous investment managers,
pursuing many different strategies, for the Trust portfolio. Over the first five months of
the past fiscal year, the Trust's returns reflected the continued decline of the financial
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markets as a whole. While diversification of the investment portfolio is often an
effective tool to spread market risk among a broad group of asset classes, as discussed
above, it cannot prevent a reduction in overall asset value when all asset classes
experience significant declines, as was the case in the relevant period of fiscal year
2009.

The Trust’s Board and its investment staff carefully monitored the activities of
the Trust's investment managers throughout the fiscal year, examining portfolio weights
in each asset class, holdings within each asset class and all active managers, in order to

evaluate strategy and performance.

¢) Board and Committee Matters
During this fiscal year, the Board and its investment staff took steps to review and
update its asset allocation policy, and in March of 2009, the Board agreed to expand the
policy ranges for each asset class to provide the Trust greater rebalancing flexibility
during the volatile period for the financial markets. In addition, as is discussed later, in
September 2009, the Board and its investment staff completed a detailed assessment of
alternative long term performance objectives, the types of investment strategies needed
to achieve each alternative objective, the relative levels of return and risk, and the
organizational resources needed for each approach.

The Board of Trustees met 15 times during the course of the year to consider
the various investment and management issues that are discussed in this eighth Annual
Management Report. In addition, the Board’s Audit and Administrative Committees met
periodically to consider matters within their areas of responsibilities. This report and its
various appendices provide information on the operations and financial status of the
Trust for the fiscal year, including the report of the audit of the financial statements as

required by the Trust’s enabling statute.
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2) Operations of the Trust: Administrative Matters

a) Trustee Update

In February 2009, the Trust announced the appointment of two Trustees and a new
Chair for the period beginning February 1, 2009. Railroad management appointed Mr,
James A. Hixon, Executive Vice President Law and Corporate Relations, Norfolt
Southern Corporation, to a three-year term that expires on January 31, 2012. Railway
labor unions appointed Mr. George J. Francisco, Jr., President, National Conference of
Firemen and Oilers-SEIU, to a new three-year term that expires on January 31, 2012.
In addition, the Trustees selected Mr. Bernie Gutschewski, Vice President-Taxes, Union
Pacific Corporation, as the Chair of the Board of Trustees for the period February 1,
2009-January 31, 2010.

Mr. Hixon and Mr. Francisco joined the following five members of the Board: For
terms expiring on January 31, 2010: Mr. William H. Sparrow, CSX Corporation (retired);
and Mr. Walter A. Barrows, International Secretary-Treasurer, Brotherhood of Railroad
Signalmen, For terms expiring on January 31, 2011: Mr, Gutschewski, Mr. Joel Parker,
Special Assistant to the President and International Vice President, Transportation
Communications International Union (TCU/IAM), and Mr. John W. MacMurray, the
Independent Trustee.

Biographical information on the Trustees can be found in Appendix J.

b) Coordination with Federal Government Agencies
Throughout the fiscal year, the Trust maintained regular communications with the
Railroad Retirement Board ("RRB”) and the Treasury on all matters relating to the
transfer of monies between the various RRB accounts at the Treasury and the Trust. In
addition, the Trust transmitted all monthly data required pursuant to the Memorandum
of Understanding ("MOU") entered into in 2002 with these entities and the Office of
Management and Budget (*OMB”). The MOU outlines the budgetary, transfer,
accounting, and financial reporting responsibilities for assets held by the Trust and
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railroad retirement system assets held within the Treasury. The MOU requires the Trust
to report on a monthly basis; receipt and dishursement of funds, purchases and sales of
assets, earnings and losses on investments, value of investments held, and
administrative expenses incurred. A copy of the MOU is included in Appendix C.

Pursuant to its established practice of periodic meetings with RRB, during fiscal
year 2009, the Trustees, the Chief Executive/Investment Officer and Trust legal counsel
held periodic meetings and telephone conferences with the Members of the RRB and its
General Counsel to review the investment and administrative activities of the Trust.
Senior staff of the two organizations and Trust legal counsel conferred after each
meeting of the Trust Board. The Trustees and the Members of the RRB met twice
during the year. The Chair of the Trust, senior staff and Trust legal counsel aiso
participated in quarterly telephone conference calls with the RRB Board members and
General Counsel to discuss Trust investment and administrative matters. In addition,
the Trust prepared Quarterly Updates that were transmitted to the Congressional
committees of jurisdiction and posted on the RRB website to be available to all other
interested parties. In response to requests made to the Trust, presentations describing
the history, structure and functioning of the Trust were made to staff of the Presidential
Transition Team and to staff of the US Senate Special Committee on Aging.

During 2009, the Trust also consulted with the RRB on its fiscal year-end audit
and reporting processes to facilitate the transmittal of fiscal year audited net asset data
of the Trust to the RRB by November 15 for use in the year-end Financial Report of the
United States. In addition, the Trust also provided audited financial asset data to the
RRB as of December 31, 2008 for use in the preparation of the RRB’s annual Statement

of Social Insurance.

¢) Transfers to and from the Treasury
The Railroad Retirement and Survivors’ Improvement Act of 2001 (the "Act") provided
for the transfer of railroad retirement system funds to the Trust for investment in a

diversified portfolio similar to those of other large US pension plans. From inception
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through fiscal year 2004, the Trust received $21.3 billion of railroad retirement system
funds. The Trust has received no transfers from the Treasury since the end of fiscal
year 2004. The funds transferred to the Trust through fiscal year 2004 consisted
primarily of assets transferred from the Railroad Retirement Account ("RRA"), and a
smaller amount from the Social Security Equivalent Benefit ("SSEB") Account. The RRA
assets were invested in a diversified portfolio in accordance with the Trust's Investment
Guidelines, while the funds received from the SSEB Account were invested in federal
securities as required in the Act.

The Act also provides for the transfer from the Trust to the Treasury amounts
necessary to pay RRA benefits under the Act. During fiscal year 2009, the Trust
transferred a total of $1.6 billion to the Treasury for payment of RRA benefit
obligations. The following chart displays the individual transfers from the Trust to the
Treasury in fiscal year 2009.

Transfers from the Trust to the Treasury
Fiscal Year 2009
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Note: Transfers are made on the first business day of each month unless the first falls on a Saturday. |Fthe first falls
on a Saturday, the transfer Is made on the last business day of the prior month. No transfer was required in October 2008.

Summary of transfers: From its inception in February 2002 to September 30, 2009, the
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Trust received $21.3 billion from the Treasury and transferred $7.9 billion to the
Treasury. The net book value of funds received from the Treasury since inception,
therefore, is $13.4 billion. The following graph displays the transfers between the Trust

and Treasury for each fiscal year since inception.

Net Book Value

Transfers between the Trust and the Treasury
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The assets received by the Trust have been invested in a diversified multi-asset class
portfolio in accordance with the Trust’s investment policy. This diversification of assets
away from the prior all-Treasury-securities portfolio has allowed the Trust's assets to
grow beyond their original book value. As of September 30, 2009, the net asset value
of the Trust-managed assets totaled $23.3 billion, representing an increase of $9.9
billion above the net book value of assets transferred to the Trust for investment. The
following chart reflects the growth of the Trust’s assets, comparing the net book value
of assets received by the Trust to the net asset value of those assets at the end of each

quarter since September 30, 2002.
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Net Asset Value vs Net Book Value of Trust Assets
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d) Account Benefits Ratio
The funds available to pay railroad retirement benefits and administrative costs include
assets held in the RRA and the SSEB Account and assets held by the Trust. Section 204
of the Act requires that amounts in the RRA and assets held by the Trust be included in
the annual calculation of the account benefits ratio ("ABR"). The ABR is the ratio of the
combined fair market value of RRA and Trust assets as of the close of the fiscal year to
the total benefits and RRB and NRRIT expenses paid in that fiscal year. The average
account benefits ratio ("AABR"), the 10-year average of the ABR, is used to determine
the tier 2 tax rates for railroad employers and employees.

As provided in the Act, the RRB computed the account benefits ratio for fiscal
year 2009 and certified the ratio to the Secretary of the Treasury on October 27, 2009.
The Secretary determined the AABR for fiscal year 2009 and on November 27, 2009
published a notice in the Federal Register of the tier 2 employer and employee tax rates

for calendar year 2010. Copies of the RRB certification letter and the Treasury notice

are contained in Appendix H. The account benefits ratio declined from 6.09 for fiscal
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year 2008 to 5.33 for fiscal year 2009. The ten-year average account benefits ratio
declined from 6.9 at September 30, 2008 to 6.8 at September 30, 2009.

e) NRRIT Staff
NRRIT staff is comprised of professionals in three major areas of responsibiiity:
investments, operations and accounting. The investment staff reports to a Senior
Managing Director — Investments. The operations staff reports to the Senior Operating
Officer and the accounting staff to the Senior Accounting Officer. All senior officers
report to the Chief Executive Officer/Chief Investment Officer ("CEQ/CIO”). The
CEQ/CIO and staff are accountable to the Board of Trustees.

Investment management personnel include Directors who are responsible for
each major asset class. Working with the Directors are investment analysts assigned to
specific asset classes. Operations staff is responsible for tracking and monitoring trust
assets, as well as other operational functions such as information technology, office
management, and human resources. The accounting staff interacts with all auditors,
and is responsible for financial reporting.

Biographical information on the Trust’s staff members can be found in Appendix J.
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3) Operations of the Trust: Investment Matters

a) Overview
During the first half of fiscal year 2009, the Trust encountered a continuation of the
capital markets turmoil which began shortly before the end of fiscal year 2008.
Indicative of this turbulence, the S&P 500 US stock index fell 42% from the beginning
of the fiscal year to its low for the year on March 9, 2009. At this point, the S&P 500
was down 57% from its record high in October of 2007 and at a low not seen since
September of 1996. The second half of the fiscal year saw the capital markets rebound
substantially as government actions to ease the liquidity crisis began to take hold and
markets began to function more normally. Exemplifying this rebound, the S&P 500 US
stock index increased from its low on March 9, 2009 and by the end of NRRIT’s fiscal
year was only 9% below its year-earlier level, having recovered most of its previous
42% drop.

The Trust, meanwhile, benefitted from its asset class diversification and ended the
fiscal year with an investment return of -0.7%. Consistent with its long-term
investment orientation, the Trust maintained its exposure across asset classes, allowing
it to benefit from recoveries in multiple markets while avoiding the risk associated with
concentration in any one market. At the same time, the Trust remained focused on
ensuring sufficient levels of liquidity to meet all Trust needs by maintaining appropriate
levels of cash during another volatile year.

In September 2009, the Board and its investment staff completed a detailed
assessment of alternative long term performance objectives, the types of investment
strategies needed to achieve each alternative objective, the relative expected levels of
return and risk, and the organizational resources needed for each approach, in order to
determine an appropriate investment goal that could be achieved with an acceptable

balance of return and risk.




Fiscal YEarR 2009 OPERATIONS OF THE TRUST: INVESTMENT MATTERS - 15

b) Investment Plan: Structure

The Trust's asset class structure has developed over the seven years since September
2002 from a starting portfoiio which was all government securities, to a simple three-
asset-class structure, and finally to a structure which is more fully diversified across
geography, capitalization size, investment style, credit quality and other characteristics.
The Trust's Investment Guidelines specify the neutral target allocation and approved
ranges for each asset class as well as rules for rebalancing back towards these neutral
targets as market valuations change. The Investment Guidelines also provide for a
policy benchmark by asset class to measure actual Trust performance against an
objective standard. The Trustees approved the current Long-Term Target Asset
Allocation on September 16, 2008. On March 18, 2009, the Trustees approved a
revision to the asset class target ranges to provide for greater rebalancing flexibility
during periods of increased market volatility. (The asymmetry of some target ranges is
driven by considerations such as illiquidity and desired long-term exposure.)

Current Long-Term Target Asset Allocation
(Approved March 18, 2009)

Asset Class Target Range

US Equity 26% 20-33%
Non-US Equity 22% 15-27%
Private Equity 10% 0-15%
US Fixed Income 17% 11-25%
Non-US Fixed Income 10% 4-15%
Real Estate 10% 0-15%
Commodities 5% 2-7%
Opportunistic 5-20%

The Trust’s Investment Guidelines address opportunistic investments, for which
no specific target allocation is set. This category will be utilized for investments that
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are incompatible with the criteria for the other primary asset classes yet are believed to
offer the Trust an attractive risk-adjusted investment return, low correlation with other
investments, or other attributes that will help the Trust achieve its strategic investment
objectives, and also includes cash. The Trust’s Investment Guidelines are included in

Appendix B.

¢) Investment Plan: Implementation

US Equity: Within the Trust's US Equity portfolio, one existing active manager
was dropped as a result of the investment manager's decision to close their product,
and two new non-securities lending index fund vehicles were added. The Trust ended
fiscal year 2009 with 20 active and six passive managers in US equity. At the end of
the fiscal year, 71% of the Trust’s US equity allocation was actively managed.

Non-US Equity: The non-US equity allocation is invested primarily by two
managers in nine index fund products, including two new non-securities lending index
funds. The number of active managers remains at two, as no new active managers
were hired during fiscal year 2009. However, during the year, the Trust initiated a
search for new emerging market active managers and new active managers will likely
be funded during fiscal year 2010. At the end of the fiscal year, 14% of the Trust's
non-US equity allocation was actively managed.

US Fixed Income: During the fiscal year, the Trust added six high yield
managers to actively manage the assets formerly invested in a high yield index fund,
and closed the index fund account. Three investment-grade managers were terminated
due to changes in manager personnel and performance-related issues. The Trust
ended fiscal year 2009 with 11 active managers and 100% of the Trust's US fixed
income allocation was actively managed.

Non-US Fixed Income: No new managers were hired in this asset class. At
the end of the fiscal year, this asset class had nine active managers and 100% of the
Trust's non-US fixed income allocation was actively managed.

Commodities: The Trust did not hire any new commaodities managers during
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the fiscal year. Assets remained invested with one passive/enhanced manager and one
active manager. At the end of the fiscal year, 67% of the Trust's allocation to
commodities was actively managed.

Opportunistic: This asset class includes two vehicles managed by a single
manager which together represent a multi-strategy mandate. Additionally, as the Trust
increased its cash holdings during the market turmoil, it retained a new cash manager
and classifies those cash holdings in the opportunistic asset class. At the end of the
fiscal year, 53% of the Trust’s aflocation to the opportunistic asset class, including cash,
was actively managed.

Private Equity: During fiscal year 2009, the Trust continued to make
significant progress towards its implementation objectives in the private asset classes,
albeit at a slower pace than in previous years due to market volatility and the need to
manage Trust liquidity carefully. Five new privaté equity fund investments were added
during the fiscal year, bringing the total number of partnerships in the private equity
portfolio to 54.

Real Assets: The Trustees also approved three new real asset fund investments
during fiscal year 2009, two real estate funds and one oil and gas fund. The new fund
investments brought the total number of real asset fund investments to 14,

Global Tactical Asset Allocation Program: The managers in this program
utilized multiple asset class sub-products and therefore were not categorized in a single
asset class. During fiscal year 2008, the Trust made the decision to terminate one of
the three managers in this program, due to significant changes in its management team
combined with poor performance, and during fiscal year 2009 the Trust terminated the
remaining two managers in the program.

Securities Lending Program: During fiscal year 2009, the Trust decided to
terminate its participation in securities lending in order to improve liquidity and reduce
risk in volatile markets. As a result, NRRIT moved assets to four new index fund
vehicles which do not participate in securities lending, two in US Equity and two in Non-

US Equity, and terminated securities lending in its separately-managed accounts.
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Proxy Voting Policy: The Trust maintains a proxy voting policy which
delegates the voting of Trust proxies to its investment managers as fiduciaries of the
Trust. It also details specific responsibilities of those managers in the voting of proxies,
makes clear the responsibility of investment managers to coordinate proxy-voting with
the Trust's custodian, and retains for the Trust itself responsibility for monitoring,
reviewing and reporting on the implementation of the proxy voting policy. A copy of
the proxy voting policy is in Appendix F. Each year managers with proxy-voting
responsibilities are required to certify that they have voted all proxies in accordance
with the policy and solely in the interest of the participants and beneficiaries of the
Trust. After the end of the fiscal year, staff reviewed and reported to the Board of

Trustees regarding each manager’s proxy voting record with respect to Trust securities.

d) Investment Performance
While most railroad retirement system assets are managed by the Trust, some assets
remain in Treasury accounts managed by the RRB. Approximately 4.9% of the total, or
$1.2 billion out of $24.6 billion as of September 30, 2009, is held in the form of
reserves that are invested in Treasury securities by the RRB. These reserves are
replenished as needed through transfers from the Trust to the Treasury. In
determining its asset allocation, the Trust takes into account these reserves, and sets
its investment policies accordingly. For fiscal year 2009, the investment return on

Trust-managed assets only (excluding reserves at the RRB), was -0.7% net of fees.




FIscaL YEAR 2009 AupiT COMMITTEE - 19

4) Audit Committee

The Audit Committee held ﬁve.meetings during fiscal year 2009. During the year, the
Audit Committee engaged Deloitte & Touche LLP (“Deloitte”) to perform an audit of the
Trust’s Schedule of Investments in Securities and Statement of Assets and Liabilities as
of December 31, 2008. The completion of the full balance sheet audit provided the
RRB with an independent audited net asset balance for the Trust, allowing the RRB to
complete its annual Statement of Social Insurance using audited inputs from the Trust.

In addition, the Audit Committee engaged Deloitte & Touche LLP to perform the
annual audit of the Trust's financial statements for the fiscal year ended September 30,
2009. The Audit Committee provided oversight of the financial statement audit process
in accordance with its fiduciary duty to the Trust. The Trust issued its audited financial
statements within 45 days of its fiscal year end, allowing the RRB to include the Trust's
net assets in its financial statements and meet its financial reporting deadline.

The Audit Committee also engaged an independent third party to perform an
operational audit to assist in the evaluation of various aspects of the Trust's operations
and investment program. The operational audit was conducted during fiscal year 2009,
and the findings resulting from the audit were presented to the Audit committee in
November 2009.
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5) Internal Accounting and Administrative Controls

During fiscal year 2009, the Trust’s staff continued to improve the system of internal
accounting and administrative controls designed to ensure the safekeeping and proper

accounting of investments, and the efficient operation of the Trust activities.

a) Custodian Arrangements
The Trust’s assets are held by its primary custodian, The Northern Trust Company
(Northern Trust). Assets represented by commingled funds are held with the custodian
of each respective fund. As the Trust continues to move from primarily commingled
index funds to separately-managed accounts, the custody of those assets will be
transferred from the sub-custodians to the Trust’s primary custodian.

As the Trust’s investments have grown in complexity over the years, the
custodian has worked closely with the Trust and enhanced internal processes,
procedures and systems that review all transactional activity. Additionally, the

custodian monitors daily activity and performs tolerance level testing.

b) Accounting
Northern Trust provides the Trust with a full accounting and performance record of all
transactions involving Trust assets. Reconciliations of the primary custodial records to
the investment manager’s records are performed monthly. The Trust has established a
process to review the monthly reconciliations to ensure that all transactions are
recorded properly on the respective books. Financial data from the custodial bank form
the basis for the Trust’s required reports and financial statements.

In addition, Trust staff fully implemented the Financial Accounting Standards
Board Statement of Financial Accounting Standards ("SFAS”) No. 157, Fair Value
Measurements, which was subsequently incorporated in the Fair Value Measurements
and Disclosures Topic of the FASB ASC (Topic 820). This standard, which became
effective for the Trust’s fiscal year ending September 30, 2009, provides authoritative
accounting guidance surrounding the measurement of Trust investments at fair value,

and requires expanded financial statement disclosures related to fair value.
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6) Financial Status of the Trust

a) Summary of Cash Flows and Changes in Trust Assets
During fiscal year 2009, the Trust continued to make cash transfers of railroad
retirement system assets to the Treasury for beneficiary payments and expenses.
These transfers totaled approximately $1.6 billion during fiscal year 2009. The net
amount transferred to the Trust from the Treasury since inception is $13.4 billion.

The major changes in Trust assets result from transfers to the Treasury, income
on investments, realized and unrealized changes to market values, and expenses of the

Trust. These impacts for fiscal year 2009 were as follows:

$ in Billions
Trust Assets as of 9/30/2008 - $25.3
Investment Income 0.5
Net Realized and Unrealized Loss (0.9)
Assets Transferred to the Treasury (1.6)
Expenses of the Trust (0.1)
Trust Assets as of 9/30/2009 $23.3

Total does not add due to rounding
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b) Financfal Statements and Independent Auditors’ Report
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INDEPENDENT AUDITORS' REPORT

To the Board of Trustees
National Railroad Retirement Investment Trust:

We have audited the accompanying statement of assets and liabilities of the National
Railroad Retirement Investment Trust (the “Trust”), including the condensed schedule of
investments, as of September 30, 2009, and the related statements of operations and
changes in net assets for the year then ended. These financial statements are the
responsibility of the Trust's management. Our responsibility is to express an opinion on
these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the
United States of America. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free of matetial
misstatement. An audit includes consideration of internal control over financial reporting
as a basis for designing audit procedures that are appropriate in the circumstances, but not
for the purpose of expressing an opinion on the effectiveness of the Trust's internal
control over financial reporting. Accordingly, we express no such opinion. An audit also
includes examining, on a test basis, evidence supporting the amounts and disclosures in
the financial statements, assessing the accounting principles used and significant
estimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audit provides a reasonable basis for our opinion.

In our opinion, such financial statements present fairly, in all material respects, the
financial position of the National Railroad Retirement Investment Trust as of September
30, 2009, and the results of its operations and changes in its net assets for the year then
ended in conformity with accounting principles generally accepted in the United States of
America.

DM{M LLp

November 13, 2009

Member of
Defoitte Touche Tohmatsu




National Railroad Retirement Investment Trust

Statement of Assets and Liabilities

As of September 30, 2009
($ In thousands)
Assets
Investments in Securities - At fair value (cost, $22,325,240) $ 22,208,605
Cash and Cash Equivalents (including restricted cash of $2,971) 1,415,387
Receivable for Investments Sold 1,059,962
Unrealized Gain on Foreign Currency Exchange Contracts 223,207
Interest Receivable 68,464
Cash Denominated in Foreign Currency - At fair value (cost, $34,756) 34,717
Unrealized Gain on Swap Contracts 12,798
Dividends Receivable 12,775
Variation Margin Receivable 04
Other Assets 7,072
Total Assets 25,043,081
Liabilities
Payable for Investments Purchased 1,296,501
Unrealized Loss on Foreign Currency Exchange Contracts 278,645
Obligation to Return Securities Lending Collateral 98,798
Accrued Management Fees 17,232
Unrealized Loss on Swap Contracts 6,828
Options Written - At fair value (premiums received, $4,145) 3,201
Variation Margin Payable 159
Other Liabilities 8,884
Total Liabilities 1,710,338
Net Assets $ 23,332,743

The accompanying footnotes are an integral part of these financial statements.
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National Railroad Retirement Investment Trust

Condensed Schedule of Investments

As of September 30, 2009
($ In thousands)
Number of
% of Units, Shares or
Net Assets Par Value (000) Fair Value
Equity
US Equity

Common Stocks
Information Technology
Apple Inc.
Microsoft Corp.
Qualcomm Inc.
Cisco Systems Inc.
Google Inc. Class A

Other
4,290%
Financial Services
JP Morgan Chase & Co.
Bank of America Corp.
Wells Fargo & Co.
Other
3.32%
Health Care
Johnson & Johnson
Other
2.33%
Consumer Discretionary 2.13%
Energy
Exxon Mobil Corp.
Other
2.05%
Industrials 1.84%
Consumer Staples 1.41%

The accompanying footnotes are an integral part of these financial statements.
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3,232
1,419
2,253
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1,350
3,293
1,802
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1,071

94,663
83,689
63,823
53,046
50,716

655,875

1,001,812

59,156
55,716
50,782

609,296

774,950

51,240
492,648

543,888

496,249

73,515
403,744

477,259

430,269

328,015




National Railroad Retirement Investment Trust

Condensed Schedule of Investments

As of September 30, 2009
($ In thousands)
Number of
% of Units, Shares or
Net Assets Par Value (000) Fair Value
Equity (continued)
Utilities 0.64% - $ 149,052
Materials 0.62% - 144,093
Telecommunications
ATE&T Inc. 1,908 51,548
- 85,831
0.59% 137,379
Other Common Stocks 0.00% - 140
19.21% 4,483,106
Unit Truosts
BGI Russell 1000 Index Fund 29,993 392,494
Northern Trust Russell 1000 Value Equity Index Fund 597 370,285
BGI Russell 2000 Growth Fund 24,603 356,505
Blenheim Commodity Fund 117 322,359
BGI Russell 2000 Value Fund 14,141 315,767
Northemn Trust Russell 1000 Growth Equity Index Fund 1,330 274,253
BGI Russell 2000 Equity Index Fund 14,234 195,647
Other - 271
2,227,581
Other US Equity Securities (a)
Wellington Trust Company Real Estate Portfolio 3,352 54,563
Other 49,748
104,311
Total US Equity 29.21% 6,814,998

The accompanying footnotes are an integral part of these financial statements.
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National Railroad Retirement Investment Trust

Condensed Schedule of Investments
As of September 30, 2009

($ In thousands)
Number of
% of Units, Shares or
Net Assets  Par Value (000) Fair Value
Equity (continued)
Non US Equity
Unit Trusts
BGI EAFE Value Index Fund 145,471 $ 1,231,962
BGI EAFE Growth Index Fund 76,433 609,857
BGI Emerging Markets Index Fund 45,879 724,970
BGIMSCI EAFE Equity Index Fund 40,139 599,084
BGI World ex-US Small Cap Equity Index Fund 30,525 346,940
Northern Trust Emerging Markets Equity Index Fund 27,639 317,354
BGI MSCI Equity Index Fund {Canada) 4,705 279,623
~ Northern Trust Developed Small Cap Equity Index Fund 21,368 189,768
Other 2,957
4,602,515
Common Stocks
United Kingdom 1.04% 243,756
Japan 0.96% 222,864
Canada 0.66% 155,126
Australia 0.43% 100,214
Other Common Stock 3.73% 871,004
1,592,964
Total Non US Equity 26.55% 6,195,479
Private Equity
Campbell Opportunity Timber Fund, LP 99,341 107,934
Providence Total Market Trust Special Situations Feeder, LP 72,051 75,136
Warburg Pincus Private Equity 1X, LP 67,307 67,477
Blackstone Capital Partners V, LP 77,292 56,548
Other - 909,921
Total Private Equity 1,217,016
Total Equity (Cost $14,986,730) 60.98% 14,227,493

The accompanying footnotes are an integral part of these financial statements.
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National Railroad Retirement Investment Trust

Condensed Schedule of Investments
As of September 30, 2009
($ In thousands)

Number of

% of Units, Shares or

Net Assets Par Value (000) Fair Value
Fixed Income
Government Notes and Bonds
US Treasury Notes 3%, 8/31/2016 62,700 3 63,072
US Treasury Notes 3.625%, 8/£5/2019 68,489 70,298
US Treasury Notes 2.625%, 7/31/2014 55,943 56,878
Other - 1,949,697
9.17% 2,139,945
Corporate Bonds 8.19% - 1,910,361
Govemment - Sponsored Morigage Backed Securities (“MBS”)
FNMA 30 Year Pass-throughs, 6%, October 54,300 57,287
Other - 1,196,690
5.37% 1,253,977
Short Term Bills and Notes
US Treasury Bills 02/25/10 85,000 84,953
US Treasury Bills 11/12/09 75,221 75,217
US Treasury Bills 11/19/09 75,166 75,159
US Treasury Bills 01/28/10 75,102 75,077
US Treasury Bills 12/17/09 75,046 75,033
US Treasury Bills 12/24/09 65,292 65,276
US Treasury Bills 12/03/0% 60,091 60,085
US Treasury Bills 02/11/10 50,066 50,043
US Treasury Bills 12/10/09 50,037 50,031
US Treasury Bills 02/18/10 50,000 49,974
Other - 140,041
3.43% 800,889
Unit Trusts
Bridgewater Pure Alpha Il Ltd Class B 333 310,16l
Bridgewater All Weather Portfolio Ltd Class B 209 172,791
King Street Capital, Ltd Class A Series 3 Fund 939 109,939
Bridgewater Pure Alpha II Ltd 67 66,780
Other - 87,967
3.20% 747,638

The accompanying footnotes are an integral part of these financial statements.
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National Railroad Retirement Investment Trust

Condensed Schedule of Investments
As of September 30, 2009

($ In thousands)
Number of
% of Units, Shares or
Net Assets  Par Value (000) Fair Value
Fixed Income (continued)

Commercial Mortgage-Backed Securities 0.98% $ 227,676
Non-Government CMOs 0.91% 212,218
Government Agencies 0.87% 204,080
Index-Linked Government Bonds 0.78% 181,891
Asset Backed Securities 0.45% 105,905
- Ofther Fixed Income Securities (b) 0.52% 122,022
1,053,792
Total Fixed Income (Cost $7,23%,713) 33.89% 7,906,602

Securities Lending Collateral
Core USA Fund (¢) 98,798 74,510
Total Securities Lending Collateral (Cost $98,798) 0.32% 74,510
Total Investments in Securities (Cost $22,325,240) 95.18% 22,208,605
Other Assets Jess Liabilities 4.82% 1,124,138
Net Assets 100.00% $ 23,332,743

Note: The Schedule of Investments presents the investments of National Railroad Retirement Investment Trust
by sector within each asset class while identifying the largest 50 holdings in the portfolio.

(a) Includes Purchased Options, Preferred Stock, Real Estate and REITs, and Rights/Warrants.
(b) Includes Index-Linked Corporate Bonds, Municipal/Provincial Bonds, Guaranteed Fixed Income

Contracts, Bank Loans and Short-Term Investment Funds.

(c) Represents cash collateral pledged by the counterparties for investment securities loaned by the Trust.

The accompanying footnotes are an integral part of these financial statements.
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National Railroad Retirement Investment Trust

Statement of Operations
As of September 30, 2009

($ In thousands)
Income:
Interest $ 326,189
Dividends 157,769
Income from investment securities loaned, net of fees 5,408
Total Income 489,366
Expenses:
Investment management fees 49,510
Compensation 3,219
Professional fees 2,872
Trustee fees and expenses 168
Custodial fees 115
Other expenses 7,965
Total Expenses 63,849
Net Investment Income 425,517
Realized and Unrealized Gain/(Loss) from Investments and Foreign Currency:
Net Realized gain/(loss) from Investments and Foreign Currency (3,794,641)
Net increase/(decrease) in umealized gain/(loss) on:
Investments 2,919.250
Translation of assets and liabilities in foreign currencies (117)
2,919,133
Net realized and unrealized loss from investments and foreign currency (875,508)
Net Decrease in Net Assets Resulting from Operations $ (449,991}

The accompanying footnotes are an integral part of these financial statements.
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National Railroad Retirement Investment Trust

Statement of Changes in Net Assets
As of September 30, 2009
($ In thousands)

Increase/(Decrease) in Net Assets from Operations
Net investinent income $ 425,517
Net realized gain/(loss) from investments and foreign currency (3,794,641}

" Net change in unrealized gain/(loss) on investments and

translation of assets and liabilities in foreign currencies 2,919,133

Net decrease in net assets resulting from operations (449,991)

Assets transferred to the Treasury (1,553,000)
Net Assets:

Beginning of Year 25,335,734

End of Year $ 23,332,743

The accompanying footnotes are an integral part of these financial statements.
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National Railroad Retirement Investment Trust

Notes to Financial Statements
As of and for the Fiscal Year Ended September 30, 2009

1. ORGANIZATION

Formation The National Railroad Retirement Investment Trust (the “Trust™) was created as a result
of Federal legislation. The Railroad Retirement and Survivors' Tmprovement Act of 2001 (the "Act")
established the Trust, the sole purpose of which is to manage and invest industry-funded Railroad
Retirement assets as set forth in the Act. Domiciled in, and subject to the laws of the District of
Columbia (to the extent not inconsistent with the Act), the Trust is a tax-exempt entity that is neither
an agency nor instrumentality of the Federal Government, The Trust became effective on February
1, 2002,

The Railroad Retirement system was created as a Federal pension program during the 1930s to fund
retirement benefits of railroad workers and their dependents. For more than 65 years, the Railroad
Retirement Account (“RRA™), a Federal trust fund, has collected payroll taxes from railroad
employers and employees and paid out benefits to beneficiaries. Railroad Retirement is funded as a
pay-as-you-go system that is not subject to the Employee Retirement Income Security Act of 1974
(“ERISA”) funding rules.

The Act authorizes the Trust to manage and invest the assets of the Railroad Retirement system in
the same array of investment alternatives available to private sector pension plans, and to pay
administrative expenses of the Trust from the assets in the Trust. Prior to the Act, Railroad
Retirement assets were limited fo investment in US Government securities issued directly by the
United States Treasury (the “Treasury”), Responsibility for administering the Railroad Retirement
system, including eligibility determinations and the calcuiation of beneficiary payments, remains
with the Railroad Retirement Board (the “Board™), a Federal agency.

Investment Management The Trust’s principal investment objective for its portfolio of investments
{(“portfolio™) is to achieve a long term rate-of-return on assets for the portfolio sufficient to enhance
the financial strength of the railroad retirement system and to provide timely funding to the Treasury
for payment of benefit obligations and administrative expenses.

Except for limited partnership agreements, which are held by the Trust, generally all of the Trust’s
assets in the portfolio are held by custodians appointed by the Trust, or transfer agents in the case of
commingled funds.

2. SIGNIFICANT ACCOUNTING POLICIES

The following is a summary of significant accounting policies followed by the Trust in preparation
of its financial statements. The policies conform to accounting principles generally accepted in the
United States of America (“GAAP™) for investment companies.

Accounting Standards Codification In June 2009, the Financial Accounting Standards Board
(“FASB”) confirmed that the FASB Accounting Standards Codification (“ASC”) would become the
single official source of authoritative GAAP (other than guidance issued by the Securities and
Exchange Commission, superseding all other accounting literature except that issued by the SEC.
The FASB ASC does not change GAAP. However, as a result, only one level of authoritative
GAAP exists. All other literature is considered non-authoritative. The FASB ASC is effective for
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National Railroad Retirement Investment Trust

Notes to Financial Statements
As of and for the Fiscal Year Ended September 30, 2009

financial statements issued for periods ending after September 15, 2009. Therefore, the Trust has
changed the way specific accounting standards are referenced in the financial statements,

Basis of Accounting The Trust applies the accrual method of accounting when preparing its
financial statements,

Valuation of Investments Commingled funds, hedge funds, and certain real estate funds (“Funds”),
which are not publicly traded, may include publicly-traded securities for which detailed holdings are
reported to the Trust. The fair value of these Funds as of September 30, 2009 totaled approximately
$7.6 billion. Fair values of these non-publicly traded securities are determined after consideration of
valuations provided by the external investment managers adjusted for receipts, disbursements, and
distributions through the date of the statement of assets and liabilities. These Funds generally have
redemption restrictions that limit the days when redemption requests can be made to one or more

~days per month, The valuation of these non-publicly traded Funds may involve estimates,

: appraisals, assumptions, and methods that are reviewed by management.

Equity securities traded on a national securities exchange or quoted on the NASDAQ National
Market System (“NMS™) are valued on their last reported sale price on the principal exchange (US
or foreign) or official closing price as reported by NASDAQ. Options and futures contracts are
valued at the last sales price quoted on the exchange on which they primarily trade. Securities
traded on over-the-counter (“OTC”) markets as well as listed securities for which no sales are
reported are valued at the most recent bid quotation.

Fixed income securities (US and foreign) for which price quotations are readily available are valued
at the most recent reported sales price. If no reported sales price is available, fixed income securities
are valued at prices furnished by an independent pricing service, which considers yield or price of
bonds of comparable quality, coupon, maturity, and type, as well as prices quoted by dealers who
make markets in such securities.

The ability of issuers of the debt securities held by the Trust to meet their obligations may be
affected by economic developments in a specific industry or region. The values of the securities can
be significantly affected by changes in interest rates or in the financial condition of the issuer or
market conditions generally. The Trust invests a portion of its assets in mortgage-backed securities
and debentures. The value and related income of these securities is sensitive to change in economic
conditions, including delinquencies and/or defaults. Recent instability in the markets for fixed-
income securities, particularly mortgage-backed securities, has resulted in increased volatility of
market prices and periods of illiquidity have adversely impacted the valuation of certain securities
held by the Trust. The values of such investments are reported in the accompanying financial
statements at their fair value determined based upon the market conditions as of September 30,
2009.

Foreign securities are valued as of the close of each foreign security’s market wherein each security
trades. Allinvestments quoted in foreign currency are translated into US dollars at the prevailing
exchange rates on the date of valuation. Investments in foreign securities may involve risks not
present in domestic investments. Since foreign securities may be denominated in foreign currency
and involve settlement and pay interest or dividends in foreign currencies, changes in the
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National Railroad Retirement Investment Trust

Notes to Financial Statements
As of and for the Fiscal Year Ended September 30, 2009

relationship of these foreign currencies to the US dollar can significantly affect the value of
investments and earnings of the portfolio. Foreign investments may also subject the Trust to foreign
government exchange restrictions, expropriations, taxation or other political, social or economic
risks, afl of which could affect the value of the foreign securities investments.

Securities {US and foreign) for which quotations are not readily available are valued under
procedures contained in the Investment Manager Guidelines of the Trust’s custodian contract with
Northern Trust, approved by the Trustees. The pricing procedures for a security traded within the
US, which includes, among other factors, researching most recent bid and ask prices, documenting
the reason(s) for unavailability of data from a pricing service, and requesting current bids for similar
securities from independent securities broker-dealers, may also be used to determine the value of a
foreign security should something occur that renders quotations not readily available for a foreign
security.

Private Equity (“PE”) partnership assets are valued by the Trust at fair value as determined by the
General Partner (“GP”) of the investment partnership in accordance with the terms of each
partnership’s governing agreement. Changes in value for non-marketable securities held by each PE
partnership are valued by the GP in accordance with GAAP and oversight by a Limited Partner
advisory board. This value may be adjusted by the Trust if there is evidence in a secondary market
of partnership share transactions that are different than the partner capital accounts, Private equity
partnerships typically have investment periods of 5 years and terms of 10 years. Generally, the
partnership invests the committed dollars during the investment period and harvests the portfolio
during the remainder of the term.

Swap agreements are valued by the Trust at prices furnished by approved pricing sources. Changes
in the value of swap agreements are recorded as unrealized appreciation or depreciation in the
Statement of Assets and Liabilities. The amounts related to net receipts/{payments) under the swap
agreements are recorded as realized gain/(loss) in the Statement of Operations. Aside from market
risk, the primary risk associated with swap agreements is that a counterparty could default on its
obligation to pay net amounts due to the Trust. The Trust’s swap agreements consist of interest rate
swaps, credit default swaps and total return swaps.

Effective October 1, 2008, the Trust adopted the FASB Statement of Financial Accounting
Standards (“SFAS”) No. 157, Fair Value Measurements, which was subsequently incorporated in
the Fair Value Measurements and Disclosures Topic of the FASB ASC (Topic 820). SFAS No. 157
establishes a single definition of fair value, creates a three-tier hieratrchy as a framework for
measuring fair value based on inputs used to value the Trust’s investments, and requires additional
disclosure about fair value.
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National Railroad Retirement Investment Trust

Notes to Financial Statements
As of and for the Fiscal Year Ended September 30, 2009

The hierarchy of inputs is summarized below.
e Level 1 - quoted prices in active markets for identical investments

e Level 2 — other significant observable inputs (including quoted prices for similar
investments, interest rates, prepayment speeds, credit risk, etc...)

¢ Level 3 — significant unobservable inputs (including the Trust’s own assumptions in
determining the fair value of investments})

The inputs or methodology used for valuing securities are not necessarily an indication of the risk
associated with investing in those securities.

The following is a summary of the inputs used in valuing the Trust’s assets and liabilities carried at

fair value:
J Assets
($ in thousands) Level 1 Level 2 Level 3 Total
Equity Securities $6,128,525 | $6,828,872 | $1,299,247 | $14,256,644
Convertible Securities - 364,770 107,841 472,611
Government Bonds - 1,850,790 744,482 2,595,272
Corporate Debt - 1,421,884 76,706 1,498,590
Securities
Mortgage and other - 1,791,926 7,848 1,799,774
Asset-Backed Securities
Other Fixed Income - 903,683 682,031 1,585,714
Securities
Total Investments in $6,128,525 | $13,161,925 | $2,918,155 | $22,208,605
Securities
Swap Contracts - 12,798 - 12,798
Futures Contracts 8,860 - - 8,860
Foreign Currency - 223,207 - 223,207
Exchange Contracts
Foreign Currency - 34,717 - 34,717
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National Railroad Retirement Investment Trust

Notes to Financial Statements

As of and for the Fiscal Year Ended September 30, 2009

(% iiital:];:j:{aelids) Level 1 Level 2 Level 3 Total
Swap Contracts - %(6,828) - $(6,828)
Futures Contracts (8,881) - (8,881)
Foreign Currency - (278,645) - (278,645)
Exchange Contracts
Written Options - (3,291) - (3,291)

Following is a reconciliation of investments in which significant unobservable inputs (Level 3) were
used in determining fair value:
Investments in

Securities
($000°s)
Balance as of September 30, 2008 ) 2,764,880
Purchases and other acquisitions 1,138,059
Sales and other settlements (767,185)
Change in unrealized gain (loss) (184,783)
Realized gain (loss) (48,224)
Net transfers in (out) of Level 3 15,408
Balance as of September 30, 2009 b 2,918,155

Security Transactions, Accrued Inconte and Expense The Trust records purchases and sales of
investment securities on a trade-date basis. Investment securities are recorded at value. Interest
income is determined on the basis of coupon interest accrued using the interest method. Dividend
income (less foreign tax withheld, if any) is recorded on the ex-dividend date. Gains or losses
realized on sales of investment securities are based on average cost.

Cash and Cash Equivalents Cash and Cash Equivalents includes cash held at banks and cash
balances held in short-term investment funds, which can be drawn down with same day notice. As
of September 30, 2009, the Trust held approximately $3.0 million of restricted cash, representing
imtial margin on futures contracts,

Options Contracts The Trust may purchase or sell (write) exchange- (or OTC-) traded options
contracts to hedge against risks associated with price fluctuations for certain securities.

When either a put or call option is purchased, the contract is recorded as an investment and the
premium gets marked-to-market daily to reflect the current market value of the option contract.
When a purchased option contract expires (unexercised), a loss is realized in the amount of the cost
of (premium paid for) the option. If a closing sale contract is entered into, however, a gain or loss is
realized, to the extent that the proceeds from the sale are greater or less than the cost of the option.
If a put option is exercised, a gain or loss is realized from the sale of the underlying security by
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National Railroad Retirement Investment Trust

Notes to Financial Statements
As of and for the Fiscal Year Ended September 30, 2009

adjusting the proceeds from such sale by the amount of the premium paid for the put option. If a
call option is exercised, the cost of the security purchased upon exercise is increased by the premium
paid for the call option,

When either a put or call option is sold (written), an amount equal to the premium received is
recorded as a liability. The liability gets marked-to-market daily to reflect the current market value
of the written option. When a written option contract expires (unexercised), a gain is realized in the
amount of the premium received for (or paid for) this option. If a closing purchase contract is
entered into, however, a gain or loss is realized in the amount of the premium less the cost of the

_option. If a written put option is exercised, the amount of the premium originally received reduces
the cost of the security, which is purchased upon exercise of the put option. If a sold (written) call is

_exercised, a gain or loss is realized from the sale of the underlying security, and the proceeds (if any)
from such sale are increased by the premium received for the written call.

Transactions in options written during the fiscal year ended September 30, 2009 were as follows:

Number of
Contracts Premiums
(000°s) (3000°s)
Options outstanding 9/30/2008 (106,834) $ (4,558)
Options written (1,005,503) (29,216)
Options exercised/expired 933,396 29,629
Options outstanding 9/30/2009 (178,941) § (4,145

The Trust could be exposed to risk if the counterparties in options transactions were unable to meet
the terms of the contracts. To mitigate this risk, the Trust requires its counterparties to these
contracts to pledge either cash or securities as collateral against any default in these transactions.

Futures Contracts The Trust may invest in financial futures contracts for the purpose of hedging its
portfolio to counter fluctuations in value, to gain access to securities the Trust intends to purchase,
and to manage overall portfolio risk as part of a broad risk management program. As of September
30, 2009, the Trust held approximately $3.0 million of restricted cash, which is included in Cash and
Cash Equivalents. This amount represents the initial margin on futures contracts as of September
30, 2009, Futures contracts are valued at the last sales price quoted on the exchange on which they
primarily trade. '

The Trust is required to pledge an amount of cash, US government securities, or other assets, equal
to a certain percentage of the futures contract amount (initial margin deposit) upon entering a
financial futures contract. Subsequent payments, known as “variation margin,” are made (or
received) by the Trust each day, depending on the daily fluctuations in the value of the underlying
financial instrument. The Trust records an unrealized gain or loss equal to the daily variation
margin. When the margin amount is received or paid in cash, the daily variation margins are
recorded as a realized gain or loss.

15
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Notes to Financial Statements
As of and for the Fiscal Year Ended September 30, 2009

The Trust’s use of financial futures transactions entails the risk of imperfect correlation in
movements in the price of futures contracts and the value of the underlying hedged assets, and the
risk associated with the possibility of an illiquid market, Should futures’ market conditions change
unexpectedly, and the Trust takes no action fo respond to such changes, the Trust may not achieve
the anticipated benefits of the financial futures contracts and may realize a loss, Potential losses
associated with counterparty risk are mitigated by initial margin deposits either in the form of cash
or securities and variation margins deposited daily.

Foreign Currency Translation The Trust maintains accounting records in US dollars. Investment
securities in the portfolio denominated in a foreign currency are translated into US dollars at current
exchange rates. Purchases and sales of securities, income receipts and trading expenses are
translated into US dollars at the exchange rate on the date of the transactions.

Forward Foreign Currency Exchange Contracts The Trust may use currency contracts to hedge
against fluctuations in currency exchange rates. The Trust enters forward foreign currency exchange
contracts (“forward currency contracts™) or spot currency contracts as part of its investment
strategies when purchasing or selling investment securities denominated in a foreign currency.
Differences in currency exchange rates can adversely impact the value associated with the
purchasing or selling of investment securities denominated in a foreign currency.

The Trust may use spot currency contracts to hedge against foreign currency exchange rate
fluctuations related to a specific portfolio transaction, such as the delay between a security
transaction’s trade date and settlement date. The Trust may also use forward currency contracts to
hedge against foreign currency exchange rate fluctuations related to portfolio holdings or
concentrations of such holdings.

Currency contracts are adjusted daily by the prevailing spot or forward rate of the underlying
currency, and any appreciation or depreciation is recorded for financial statement purposes as
unrealized until the contract settlement date, at which time the Trust records realized gains or losses
equal to the difference between the value of the contract at the time the contract opened and the
value at the time it closed.

The Trust could be exposed to risk if the counterparty is unable to meet the terms of a currency
contract or if the value of the foreign currency changes unfavorably and the Trust does not alter its
position in the transaction. To mitigate this risk, the Trust requires its counterparties to pledge either
cash or corporate securities as collateral against default in these transactions.

Swap Agreements The Trust may enter swap transactions for hedging purposes as well as in order
to efficiently gain exposure to a particular asset class index.

Swaps are marked-to-market daily based upon values from third party vendors or quotations from
counterparties. Unrealized appreciation is recorded as an asset and unrealized depreciation is
recorded as a liability on the Statement of Assets and Liabilities. The change in value of swaps,
including accruals of periodic amounts of interest to be paid or received on swaps, is recorded as
unrealized appreciation or depreciation in the Statement of Operations. Payments received or made
at the beginning of the measurement period represent payments made or received upon entering into
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Notes to Financial Statements
As of and for the Fiscal Year Ended September 30, 2009

the swap agreement to compensate for differences between the stated terms of the swap agreements
and prevailing market conditions (credit spreads, cuirency exchange rates, interest rates, and other
relevant factors). These upfront payments are included in the calculation of realized gain or loss in
the Statement of Operations. A liquidation payment received or made at the termination of the swap
is recorded as realized gain or loss in the Statement of Operations. Net periodic payments received
by the Trust are included as part of the realized gain or loss in the Statement of Operations. Entering
into these agreements involves, to varying degrees, elements of credit, market and counterparty risk
in excess of the amounts recognized in the Statement of Assets and Liabilities. Such risks involve
the possibility that there will be no liquid market for these agreements, that the counterparty to the
agreements may default on its obligations to perform ot disagree as to the meaning of contractual
terms in the agreements, and that there may be unfavorable changes in interest rates. At the time a
swap agreement reaches its scheduled termination (or contract expiration) date, there is risk that the
Trust would not be able to obtain a replacement transaction or that the terms of the replacement
would not be as favorable as the expiring {ransaction. The Trust’s swap agreements consist of
interest rate swaps, credit default swaps and total return swaps.

Securities Lending The Trust engages in a securities lending program with its custodian, as lending
agent, to enhance the return on its investments. Securities lending transactions are usually initiated
by securities broker-dealers and other financial institutions that need specific securities to cover
either a short sale or a customer’s failure to deliver securities sold short. The Trust requires
counterparties to pledge either cash or securities as collateral to mitigate potential losses during
securities lending transactions.

When the Trust receives cash as collateral pledged by a counterparty, the Trust recognizes this cash
as its asset along with an obligation to return the cash. The cash is invested in a short-term
investment fund until it is returned to the counterparty. This amount is reflected in Investments in
Securities in the accompanying Statement of Assets and Liabilities and totaled $74.5 million as of
September 30, 2009. The collateral is maintained at an amount ranging from 101.5% to 105% of the
current market value of the loaned securities. The market value of the loaned securities is
determined at the close of business each day and any additional required collateral is delivered to the
Trust on the next business day. As of September 30, 2009, the Trust’s custodian had declared a
collateral deficiency in the Trust’s short term collateral reinvestment pool (Core USA Fund),
meaning the value of collateral was less than the minimum amount required by the securities lending
agreement. As of October 1, 2009, sufficient additional collateral was provided by counterpartics in
accordance with the securities lending agreement.

When the Trust receives securities as collateral pledged by a counterparty, the Trust does not

recognize the securities as its asset along with an obligation to return the securities since the Trust
may not sell or repledge securities it receives as collateral pledged by a counterparty.
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As of and for the Fiscal Year Ended Sentember 30,2009

Securities on loan, their value and respective cash collateral pledged (invested in the securities
lending collateral pool) as of September 30, 2009 were as follows:

Securities Loaned Value of Securities| Cash Collateral [Value of Securities Securities
(S in thousands) Loaned Pledged Loaned Collateral Pledged
[Fixed Income - Non-US Gov'i Bonds  |$ 4834 [$ 5,351 [§ - 18 -
[Fixed Income - Non-US Corp Bonds 222 242 — -
[Fixed Income - US Gov't Bonds 4,795 4,903 - -
IFixed Incomne - US Corp Bonds 11,548 11,859 - -
[Equity - US Common Stoek 55,036 56,508 1,628 1,672
[Equity - Non-US Common Stock 18,913 19,935 365 396

$ 95,348 |[§ 98,798 |$ 1,993 |8 2,068

Subsequent to the Trust’s fiscal year end, the Trust terminated participation in its custodian’s
securities lending program and is in the process of removing Trust securities from loan.

Common Stock The Trust invests in common stock across all corporate sectors.

Government-Sponsored Entity Movtgage Backed Securities The Trust invests in government-
sponsored entify mortgage backed securities (“MBS™). MBS are issued generally by government-
sponsored enterprises (e.g., the Federal National Mortgage Association (“Fannie Mae™); Federal
Home Loan Mortgage Corporation (“Freddie Mac™); and Government National Mortgage
Association (“Ginnie Mae™), respectively).

The Trust’s portfolio includes government-sponsored mortgage backed “to be announced” (“TBA”)
securities. TBA securities are marked-to-market on a daily basis by the custodian. TBAs can be
either purchased or sold for forward settlement.

Corporate and Government Bonds The Trust inay invest in corporate bonds covering all sectors of
the market. The Trust may also invest in government bonds. These include bonds and notes issued
by the US government as well as foreign governments.

Income Taxes The Trust is exempt from taxes under Section 501{c)(28) of the Internal Revenue
Code of 1986 and from state and local taxes pursuant to Section 23 1{n)()(6) of the Railroad
Retirement Act of 1974. As such, no provision for income taxes is included in the financial
statements.

Uncertain tax positions are evaluated in accordance with FASB Interpretation (“FIN) No. 48,
“Accounting for Uncertainty in Income Taxes — an interpretation of Statement of FFinancial
Accounting Standards No. 109", which was subsequently incorporated in the Income Taxes Topic
of the FASB ASC (Topic 740). The Trust has no material uncertain tax positions.

Investment Management Fees The Trust has entered into investment management agreements with
third party investment managers. These agreements provide for the payment of investment
management fees, which are generally paid on a quarterly basis. The fees are calculated as a
percentage of the weighted-average value of assets under management, with an additional
performance fee in some instances.
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Use of Estimates The preparation of financial statements requires management to make estimates
and assumptions that affect the reported amounts of assets and liabilities and disclosure of
contingent assets and liabilities at the date of the financial statements and the reported amounts of
increases and decreases in net assets from operations during the reporting period. Actual results
could differ from those estimates,

3. RELATED PARTY TRANSACTIONS

Railroad Retirement Board Under the provisions of the Act, the Board directs the Treasury to
contribute RRA and Social Security Equivalent Benefit Account (“SSEBA™) assets to the Trust, as
defined in the Act. Since the Trust’s inception, the Board has contributed $21.3 biilion to the Trust.
The Board also periodically directs the Trust to transfer funds to the Treasury to fund benefit
payments and administrative expenses of the RRA. Since the Trust’s inception, approximately §7.9
billion has been transferred to the Treasury by the Trust. During the fiscal year ended September
30, 2009, approximately $1.6 billion was transferred to the Treasury. As defined in the Act, the
Trust reports to the Board and is required to perform its duties solely in the interest of the Board and
through it, the participants and beneficiaries of the programs funded by the Act.

Legal Counsel The Trust incurred approximately $2.5 million in legal fees during the fiscal year
ended September 30, 2009. Legal counsel was provided by firms that may also provide services to
the major railroads and railway labor unions whose representatives are members of the Board of
Trustees.

Custodiann The Trust’s custodian also serves as its securities lending agent, In addition, the
custodian is engaged to provide investment management services for a pottion of Trust assets.

4, EMPLOYEE BENEFIT PLAN

The Trust provides a defined contribution plan (*Plan”) covering all employees. Employees
participate in the Plan by making discretionary contributions from their eligible compensation, but
not more than the maximum annual amount allowed by law. The Trust makes matching
contributions equal to 100% on the first 6% of compensation deferred. The Trust may also, at its
discretion, make an additional profit-sharing contribution to the Plan. During the fiscal year ended
September 30, 2009, the Trust made contributions of $230,646 to the Plan on behalf of the
employees.

5. COMMITMENTS

Office Space Lease In July 2003, the Trust entered into a ten-year operating lease agreement with
respect to its principal office space in Washington, DC. “Subsequently, the Trust has entered into
additional leases to expand its office space.
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Remaining payment obligations relating to the leases for each of the next five years and thereafter
are as follows:

Fiscal Year Ending
September 30 Amount
2010 $ 413,402
2011 423,526
2012 433,902
2013 369,324
2014 -
Thereafter -
Total $1,640,154

Private Equity Investments As of September 30, 2009, the Trust had commitments to invest up to
an additional $1.40 billion in Private Equity Investments. These investments are callable at the
discretion of the GP and are funded from cash and cash equivalents held by the Trust.
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6. FINANCIAL HIGHLIGHTS

The financial ratios noted below encompass the net of all funds received by the Trust through

‘September 30, 2009.
October 1, 2008 -
Financiai Ratios (1): September 34, 2009
Expense to average net assets 0.26%
Net investment income to average net assets 1.75%
Total Return (2):
Total Return (0.67%)

(1) The ratios of expense to average net assets and net investment income to average net assets
represent the expenses and net investment income for the period, as reported on the statement
of operations, to the Trust’s average net assets.

(2) The total return reflected above includes net investment income and net realized and unrealized
gains on investments. The return is time-weighted and measures the performance of a unit of
assets held continuously for the time period covered.

6. TRUST DIVERSIFICATION

Over the past seven years, the Trust has deployed assets received from Treasury into a diversified
and balanced portfolio of US and non-US equity and US and non-US fixed income securities. Over
time, the Trust has furthered that diversification by allocating a percentage of the portfolio to
private equity, real estate, and commodities. As mandated by its statute, the Trust manages its
concentration of investment in any asset class, type of security or market sector, The Trust’s policy
of broad diversification is intended to protect its assets from disproportionate market shocks in
volatile periods.

7. RECENTLY ISSUED ACCOUNTING STANDARDS

In March 2008, the FASB issued SFAS No. 161, Disclosures about Derivative Instruments and
Hedging Activities-an amendment of FASB Statement No. 133, which was subsequently
incorporated in the Derivatives and Hedging Topic of the FASB ASC (Topic 815). SFAS No. 161
is intended to improve financial reporting for derivative instruments by requiring enhanced
disclosures that enables investors to understand how and why an entity uses derivatives, how
derivatives are accounted for, and how derivative instruments affect an entity’s results of operations
and financial position. Subsequently, in September 2008, the FASB issued Staff Position (“FSP”)
No. 133-1 and Interpretation No. 45-4, Disclosures about Credit Derivatives and Certain
Guarantees: An Amendment of FASB Statement No. 133 and FASB Interpretation No. 43; and
Clarification of the Effective Date of FASB Statement No. 161, which was subsequently
incorporated in the Derivatives and Hedging Topic of the FASB ASC (Topic 815). The FSP
amends FASB Statement No. 133, Accounting for Derivative Instruments and Hedging Activities,
to require disclosures by sellers of credit derivative, including credit derivatives embedded in

21



National Railroad Retirement Investment Trust

Notes to Financial Statements
As of and for the Fiscal Year Ended September 30, 2009

hybrid instruments. The FSP also clarifies the effective date of SFAS No. 161, whereby disclosures
required by SFAS No. 161 are effective for financial statements issued for reporting periods
beginning after November 15, 2008, the provisions of this FSP are effective for reporting periods
ending after November 15, 2008. The adoption of the guidance did not have a material impact on
the Trust’s financial position, operations, or changes in net assets.

In April 2009, the FASB issued FSP No. FAS 1574, Determining Fair Value When the Volume
and Level of Activity for the Asset or Liability Have Significantly Decreased and Identifying
Transactions That Are Not Orderly, which was subsequently incorporated in the Fair Value
Measurements and Disclosures Topic of the FASB ASC (Topic 820). This guidance provided
additional direction in determining whether a market for a financial asset is inactive and, if so,
whether transactions in that market are distressed, in order to determine whether an adjustment to
quoted prices is necessary to estimate fair value, This additional guidance was effective for
reporting periods ending after June 15, 2009, with early adoption permitted. The adoption of the
guidance did not have a material impact on the Trust’s financial position, operations, or changes in
net assets.

In May 2009, the FASB issued SFAS No. 165, Subsequent Events, which was subsequently
incorporated in the Subsequent Events Topic of the FASB ASC (Topic 855). The new guidance
established general standards of accounting for and disclosure of events that occur after the balance
sheet date butf before financial statements are issued or are available fo be issued. The
circumstances under which these events or transactions should be recognized or disclosed in
financial statements was defined. Disclosure of the date through which subsequent events have
been evaluated is also required, as well as whether that date is the date the financial statements were
issued or the date the financial statements were available to be issued. The new guidance is
effective for reporting periods ending after June 15, 2009. Therefore, the Trust has incorporated this
disclosure in its notes to the financial statements. The adoption of the guidance did not have a
material impact on the Trust’s financial position, operations, or changes in net assets. The Trust
has evaluated subsequent events through November 13, 2009, the date these financial statements
were issued.

In June 2009, the FASB issued two standards changing the accounting for securitization, SFAS
No. 166, Accounting for Transfers of Financial Assets is a revision to SFAS No, 140, Accounting
for Transfers and Servicing of Financial Assets and Extinguishments of Liabilities, and will require
more information about transfers of financial assets, including securitization transactions, and
where entities have continuing exposure to the risks related to transferred financial assets. It also
changes the requirements for derecognizing financial assets, and requires additional disclosures.
These changes have been incorporated in the Transfers and Servicing Topic of the FASB ASC
(Topic 860). SFAS No. 167, Amendments to FASB Interpretation No. 46(R), is a revision to FIN
No. 46 (Revised December 2003), Consolidation of Variable Interest Entities, and changes how a
reporting entity determines when an entity that is insufficiently capitalized or is not controtled
through voting (or similar rights) should be consolidated. This change has been incorporated in the
Consolidation Topic of the FASB ASC (Topic 810), and requires additional disclosures about
involvement with variable interest entities, the related risk exposure due to that involvement, and
the impact on the entity’s financial statements. The new guidance will be effective for the Trust on
January 1, 2010. Early application is not permitted. The impact on the Trust’s financial statement
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disclosures, if any, is currently being assessed.

In August 2009, the FASB issued Accounting Standards Update 2009-05, Fair Value
Measurements and Disclosures (Topic 820)—Measuring Liabilities at Fair Value. This guidance
provides clarification that in circumstances in which a quoted price in an active market for an
identical liability is not available, fair value should be measured using one or more specific
techniques outlined in the update. The new guidance is effective for reporting periods beginning
after the issuance. The impact on the Trust’s financial statement disclosures, if any, is currently
being assessed.
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As Amended on March 26, 2003

BYLAWS
of

THE NATIONAL RAILROAD RETIREMENT
INVESTMENT TRUST

A Trust Established Pursunant to
The Railroad Retirement and Survivors' Improvement Act of 2001

ARTICLE 1
Purposes

The National Railroad Retirement Investment Trust (hereinafter, the “Trust”) is
organized exclusively for the purposes set forth in Section 105 of The Railroad
Retirement and Survivors' Improvement Act of 2001 (the "Act"): to manage and invest
the assets of the Trust. Section 105(a) of the Act provides for the establishment of a
Board of Trustees (the “Board”) to operate the Trust and authorizes the Board to make
rules to govern its operations, employ professional staff, and contract with outside
advisors to provide legal, accounting, investment advisory or other services necessary for
the proper administration of the Trust. Subject to the provisions of the Act, applicable
laws of the District of Columbia and these Bylaws, the Trust may conduct any or all

lawful affairs necessary to manage and invest its assets.




ARTICLE 11
Trustees

Section 1. Powers. Subject to the provisions of the Act, applicable laws

of the District of Columbia and these Bylaws, the activities and affairs of the Trust shall
be conducted and all powers shall be exercised by or under the direction of the Board.
The Board may delegate the management of specific activities of the Trust to any
person(s) or committees, provided that the activities and affairs of the Trust shall be
managed and all powers shall be exercised undér the direction of the Board. Without
prejudice to the aforementioned general powers, but subject to the same limitations, it is
hereby expressly declared that the Board shall have the following powers in addition to
the other powers enumerated in these Bylaws:

(a)  To select and remove the officers, agents, independent contractors,
employees and advisors of the Trust (including, but not limited to, legal counsel,
independent advisers, investment managers, custodial institutions and public accountants,
as prescribed by the Act), prescribe powers and duties for them and, where appropriate,
fix their compensation.

(b)  To conduct the affairs and activities of the Trust and to make such
rules and regulations as the Board may deem appropriate for the proper administration of
the Trust.

(c)  To borrow money and incur indebtedness for the purposes of the
Trust, and to cause to be executed and delivered therefor, in the Trust's natne, promissory
notes, bonds, debentures, deeds of trust, mortgages, pledges or other evidences of debt

and securities therefor.




(d) to acquire, by lease or by purchase, interests in real property in
furtherance of the purposes of the Trust and to execute and deliver such agreements,
indemnifications, undertakings, and other writings as may be required in connection

therewith.

Section 2. Number of Trustees, Selection and Term of Office. Seven

(7) Trustees shall be selected, qualified and appointed to staggered terms, in accordance
with the provisions of Section 105(a) of the Act. The six (6) Trustees who are selected
by rail labor and management shall have the power to select the Independent Trustee.

Terms of office shall commence on February 1 of each year.

Section 3. Vacancies. Subject to the provisions of the Act, applicable

laws of the District of Columbia and these Bylaws, any Trustee may resign, effective
upon giving sixty days' written notice to the Board, or on such shorter notice as may be
agreed between the Board and the resigning Trustee. Pursuant to Section 105(a) of the
Act, a vacancy in the Board shall not affect the power of the Board and shall be filled in
the same manner as the selection of the Trustee whose departure caused the vacancy.
Each Trustee so selected shall hold office until the expiration of the term of the replaced
Trustee and until a successor has been appointed.

A vacancy or vacancies in the Board shall be deemed to exist in case of
the death, resignation, or removal of any Trustee. The Board may declare vacant the
office of a Trustee who has been declared of unsound mind by a final order of court, or
convicted of a felony, or been found by a final order or judgment of any court to have
breached any fiduciary duty arising under the Act or under any other applicable law

governing the Trust.



Section 4. Compensation, The six (6) Trustees who are selected by rail

labor and management shall have the power to fix the Independent Trustee’s
compensation for services to the Trust. None of the six (6) Trustees who are selected by
rail labor and management shall receive compensation from the Trust; provided,
however, that any such Trustee who is not employed by either rail labor or management
shall be entitled 1o receive reasonable compensation to be determined by the other
Trustees. All Trustees shall be entitled to receive reimbursement for reasonable costs
incurred in connection with their attendance at Board meetings and performance of other

services to the Trust.

Section 5. Place of Meetings, Meetings of the Board shall be held at any

place, within or without the District of Columbia, which has been designated from time to
time by the Board. In the absence of such designation, meetings shall be held at the

principal office of the Trust.

Section 6. Public Access to Board Meetings. The Board shall have the

authority to determine the extent to which individuals other than Trustces may attend

meetings or otherwise participate in the deliberations of the Board; provided, however,
that no such individual employed by rail labor or management shall be entitled to receive

reimbursement for such activities.

Section 7. Annual Meetings. The Board shall hold an annual meeting for

the purpose of organization and the transaction of business, Annual meetings of the
Board shall be held without call or notice on Mareh 1 at 10:00 a.m. local time or on

such other date as the Board may specify.




Section 8. Regular Meetings. Regular meetings of the Board shali be

held at least quarterly without call or notice on such dates as may be fixed by the Board.

Section 9. Special Meetings. Special meetings of the Board for any

purpose or purposes may be called at any time by the Chair of the Board or any three
Trustees upon at least seven (7) business days’ notice to each Trustee or on such shorter

notice as all Trustees may agree.

Section 10, Quorum, Pursuant to Section 105(a) of the Act, five (5}

Trustees constitute a quorum of the Board for the transaction of business. Investment
guidelines must be adopted by a unanimous vote of the entire Board. Unless otherwise

~ specified in the Act or these Bylaws, all other decisions of the Board shall be decided by
a majority vote of the quorum present. Subject to the foregoing, every act or decision
taken or made by a majority of the Trustees present at a meeting duly held at which a
quorum is present shall be regarded as an act of the Board.

Section 11.  Participation in Meetings Via Telephone or Video

Conference. Trustces and others entitled to participate in Board meetings may
participate in meetings of the Board via telsphone or video conference.

Section 12. Adjournment. A majority of the Trustees present, whether

or not a quorum is present, may adjourn any Board meeting to another time and place.
Trustees who are absent from the adjourned meeting shall be given notice of the time and
place at which such meeting will resume.

Section 13, Action Without a Meeting. Any action required or

permitted to be taken by the Board may be taken without a meecting if all Trustees consent

in writing (including by facsimile) to such action. Such written consent shall have the



same effect as a vote of the Board and shall be filed with the minutes of the proceedings

of the Board.

Section 14.  Rights of Inspection, Every Trustee shall have the right at

any reasonable time to inspect and copy all books, records, and documents of every kind

and to inspect the physical properties of the Trust.

Section 15.  Committees. The Board may appoint one or more

committees, including, but not limited to, (i) an Administrative Committee, (ii) an Audit
Committee and (iif} an Invesiment Committee, each consisting of two or more Trusteces.
Except as otherwise provided in these Bylaws or in the Act, the Board may delegate to
such committees any of the authority of the Board, provided that no such Committee
shall have the authority to:

(a) Amend or vepeal these Bylaws or any other organizational
documents of the Trust or the Board;

(b)  Fill vacancies on the Board or in any committee;

(c) Appoint other committees of the Board or the members thereof;

(d) Approve any self-dealing (or “conflict of interest”) transaction;

(e) Adopt an agreement of merger or consolidation; or

(f) Sell, lease or exchange Trust property and assets.

The Board may appoint, in the same manner, alternate members of any
committes who may replace any absent member at any meeting of the committee. The
Board shall have the power to prescribe the manner in which proceedings of any such
committee shall be conducted. In the absence of any such prescription, such committee

shall have the power to prescribe the manner in which its proceedings shall be conducted.




Minutes shall be kept of each meeting of each committee, and such minutes shall be
included as an appendix to the minutes of the next meeting of the Board
ARTICLE HI
Officers

Section 1. Officers. The officers of the Trust shall be a Chair, and such

other officers as may be appointed by the Board. The Chair shall preside at all meetings
of the Board and exercise and perform such other powers and duties as may be from time

to time assigned by the Board.

Section 2. Selection, Removal and Resignation. The officers of the

+ Trust shall be appointed by, and shall serve at the pleasure of, the Board, and shall hold
their respective offices until their resignation, removal, or other disqualification from
service, or until their respective successors shall be appointed.

Any officer may be removed, either with or without cause, by the Board at
any time. Any officer may resign at any time by giving written notice to the Board, and
any such resignation shall take effect at the date of the receipt of such notice or at any

later time specified therein.

Section 3. Vacancies. A vacancy in any office because of death,

resignation, removal or any other cause shall be filled in the manner prescribed in these
Bylaws for regular appointment to such office. Such vacancies shall be filled as they

occur.




ARTICLE TV

Other Provisions

Section 1. Principal Office. The principal office of the Trust shall be

fixed and located at 1250 Eye Street, N.W., Washington, D.C., or such other address as
the Board shall determine. The Board is granted fufl power and authority to change said
principal office from one location to another. The Board may make such changes
pursuant to this Section 1 without amending the Bylaws, provided that any such changes
are documented in a Board resolution duly noted in the minutes of the meetings where

such decisions are made.

Section 2. Books and Records. The Trust’s books and records, together

with all of the documents and papers pettaining to the business of the Trust, shall be kept
and maintained at the principal office of the Trust. The fiscal year of the Trust shall end

on September 30, unless otherwise provided for by the Board, and the books and records
of the Trust shall be kept on a fiscal year basis and shall reflect all the transactions of the

Trust and be appropriate and adequate for the Trust’s business.

Section 3. Representation of Ownership Interests. The Board or any

duly authorized delegate of the Board may vote, represent, and exercise on behalf of the
Trust all rights incident to any and all shares of any corporation, or other interest in any
entity, held in the name of the Trust. The authority herein granted may be exercised
either by any such officer in person or by proxy or power of attorney.

Section 4. Banking, The Chair, or any duly authorized delegate of the

Board, may: (i) make deposits into operating accounts held in the Trust's name and

endorse checks, drafts, or other instruments for such deposits; and (ii} sign or countersign




checks, drafts, or other orders for the payment of money issued in the name of the Trust

against any funds deposited into any such accounts.

ARTICLE ¥

Indemnification

The Trust shall indemnify, in the manner and to the fullest extent
permitted by law (including, without limitation, the Act), any person (or the estate of any
person) who was or is a party to, or is threatened to be made a party to, any threatened,
pending or completed action, suit or proceeding, whether or not by or in the right of the
Trust, and whether civil, criminal, administrative, investigative or otherwise, by reason of
the fact that such person is or was a Trustee or an employee of either a rail carrier or a rail
union who performed services for the Trust at the direction of one or more Trustees. To
the fullest extent permitted by law, the indemnification provided herein shall include
expenses (including attorneys' fees), judgments, fines and amounts paid in settlement;
and, in the manner provided by law, any such attorneys' fees and expenses may be paid
by the Trust in advance of the final disposition of such action, suit or proceeding upon
receipt, in each case, of an undertaking by or on behalf of the Trustee to repay such
amounts, together with interest thereon, if it is ultimately determined that such Trustee is

not entitled to indemnification with respect thereto.



ARTICLE VI

Amendment, Construction and Definitions

Section 1. Amendments, These Bylaws may be amended or repealed by

a majority vote of a quorum of Trustees present at a duly held meeting or by a consent in

writing of all Trustees.

Section 2. Construction and Definitions. Unless the context otherwise

requites, the general provisions, rules of construction and definitions contained in the Act
and in any applicable laws of the District of Columbia not inconsistent with the Act shall

govern the construction of these Bylaws.
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National Railroad Retirement Investment Trust

INVESTMENT GUIDELINES

The National Railroad Retirement Investment Trust (the “Trust” or “NRRIT”) was
established, effective February 1, 2002, pursuant to Section 15(j) of the Railroad Retirement Act
of 1974, as amended by Public Law 107-90, the Railroad Retirement and Survivors® improvement
Act of 2001 (the “Act™). The Act was amended subsequently by Public Law 108-203, the Social
Security Protection Act of 2004, to make certain technical corrections to the 2001 legislation
creating the Trust. The Trust’s sole purpose is to invest the assets of the railroad retirement
system for the Railroad Retirement Board. Domiciled in Washington, D.C., the Trust is a tax-
exempt entity (pursuant to Section 501(c)(28) of the Internal Revenue Code) and is not an agency
or instrumentality of the United States federal government,

The Trust is governed by a Board of seven Trustees (the "Board of Trustees") -- three
selected by railroad carriers, three selected by railroad labor unions, and an independent Trustee
selected by the other six Trustees. The Act sets forth fiduciary standards for the Trustees and
directs them to discharge their duties solely in the interest of the Railroad Retirement Board
(an agency of the United States federal government) and, through it, the participants and
beneficiaries of the programs funded under the Railroad Retirement Act.

The Trust is authorized by the Act to diversify the investment of the assets of the railroad
retirement system through the use of multiple asset classes as is customary for defined benefit
plans of other U.S, industries. Section 15(j) of the Act directs the Board of Trustees to adopt
Investment Guidelines which must be approved by a unanimous vote of the Trustees. The Act
authorizes the Board of Trustees to invest the assets of the Trust in a manner consistent with such
Investment Guidelines. The Trustees are required by the Act to diversify the Trust’s investments
“so as to minimize the risk of large losses and to avoid disproportionate influence over a
particular industry or firm, unless under the circumstances it is clearly prudent not to do so.” In
accordance with these statutory directives, the Board of Trustees has adopted these Investment
Guidelines.

L. Investment Objectives

The Trust’s primary investment objectives are to establish a portfolio that will achieve a
long-term rate-of-return on assets sufficient to enhance the financial strength of the railroad
retirement system and to do so in a diversified manner that minimizes the risk of large losses.
Achievement of these objectives will facilitate the payment of benefits under the Act by the



Railroad Retirement Board and the United States Treasury. To further these objectives, the Trust
has established the asset allocation policy set forth in these Investment Guidelines and will seek to
obtain returns that are in the aggregate greater than the returns of the strategic policy benchmark

set forth below. In addition, the Trust shall take such other steps as may be appropriate to
cffectively manage investment risk and volatility.

11, A. Asset Allocation Policy and Strategic Policy Benchmark

In 2002, the Trustees retained an independent investment advisory firm to conduct a
comprehensive asset allocation study for the purpose of analyzing asset allocation strategies for
the Trust, The study analyzed the long-term expected return, risk, and return correlation of
various asset classes, as well as the expected return and risk of various portfolios of these asset
classes. In 2004, 2006, and 2008, the Trust took steps to review and update its asset allocation
with new analysis performed by the Trust's investment staff with the use of analytic resources
provided by independent investment advisory firms. As a result of these reviews, the Board of
Trustees periodically has refined the Trust’s asset allocation policy and strategic policy
benchmark.

The Trust’s overall asset allocation (target allocation and policy range) and strategic
policy benchmark to govern the investment of assets managed by the Trust are set forth below.

‘Targe
;Allocation %

US Equity Russell 3000 26%

Non-US Equity MSCI ACWI Ex-US IMI-$Net 22
GlobalEquity . —— 58% ——
g(s)nlj[j:r?gﬂl; come/ Lehman US Universal 17%
Non-US_F ixed Income/ Lehman Global Aggregate ex- 10 4.15
Convertibles USD
Global Fixed Income w% 15:40%
Real Estate g%oo/uf'ggt};iﬁg;p‘;ﬂy Index + 10% 0-15
Commodities DIJ-AIG Total Return 5 2-7
GlobalRealAssets 1% 2W%
Opportunistié Custom 0“ - 0-5
Cash
Opportumstlc{()ther
'TOTALFUND

'WRRIT’s Custors REIT benchmark is 2/3 “FTSE NAREIT US Eqmty REIT index* and 1/3 “FTSE EPRA/NAREIT Global Real Estate Index ~
Net Retumn to US Investors,”




The asset allocation policy contains certain asset classes that are relatively illiquid in
nature and may not otherwise be suitable for interim investment in index-type investment vehicles
to obtain the market exposure contemplated by the asset allocation policy. As a result,
investments in these asset classes are funded over an extended period of time. To accurately
reflect the interim investment of funds earmarked for these more complex asset classes, the Trust
maintains an internal transition version of its target allocation and policy ranges to properly track
the interim retention of such funds within other asset classes at any given point in time.
Rebalancing decisions made pursuant to subsection B of this section II are to be made with
reference to these transition target allocations and policy ranges.

B. Rebalancing Requirements

The following guidelines will be applied to maintain the desired asset allocation targets:

1. If, at the end of any calendar quarter, the proportion of Trust assets invested in
any asset class (as calculated by the Trust's custodian bank) is above the upper
or below the lower limits of the policy range for such asset class, as prescribed
above, the Trust's investment staff is required to rebalance assets by
transferring assets to or from such asset class from or to one or more other
assct classes. Rebalancing will be required if either the upper or lower limits
for the policy range of a particular asset class (e.g., US Equity) or the upper or
lower limits for the policy range of a global class (e.g., Global Equity) have
been exceeded.

2. When rebalancing of an asset class is required, the Trust's investment staff
shall rebalance the asset class to a point that is within 50% of the midpoint of
the target allocation within the policy range (e.g., where the target allocation is
26% and the policy range is 21% - 31%, the rebalance must resct the asset
class to a point between 23.5% and 28.5%).

3. Rebalancing will be initiated promptly in the first month following receipt of a
quarterly notice from the Trust's custodian bank that one or more asset classes
are above the upper or below the lower policy range limits prescribed above.
Rebalancing must be completed promptly and in a cost effective manner.

4. Ifthe Trust's investment staff concludes that a rebalancing is not deemed
advisable (e.g., in an illiquid asset class), approval of the Board of Trustees
will be required to supersede the requirements of this subsection B.

5. The Trust's investment staff shall regularly monitor the positioning of each
asset class within its policy range and make such recommendations to the
Trustees as are appropriate with respect to the advisability of rebalancing asset
classes that are nearing, but have not exceeded, the high or low points of their
policy ranges.

6. In evaluating how best to liquidate assets to fund periodic transfers to the
United States Treasury required by Section 15(k) of the Act, the Trust shall
take into consideration the asset classes that are at the high end of their
respective policy ranges, relative cash positions of the Trust's investment
managers, and other relevant factors.

3



II1.

Iv.

Selection of Investment Managers

Pursuant to Section 15(j} of the Act, the Board of Trustees shall retain independent
investment managers to invest the assets of the Trust consistent with these Investment Guidelines.
A separate agreement between the Trust and each individual investment manager will document
the specific responsibilities, limitations, and compensation arrangements of each investment
manager. Each investment manager will have full discretion, within the parameters of that
manager's Investment Management Agreement with the Trust, to (i) select securities and
propetties for mvestment, (ii) determine the timing of and execute transactions, and (iit) act in
accordance with the Trust’s Proxy Voting Policy Statement.

Other Investment Requirements and Limitations

A.

No more than 10% of the Trust’s assets may be invested by any individual investment
manager (including any of its affiliates). This limitation shall not apply to assets
invested by an investment manager retained to invest assets in index accounts,

Trust assets shall not be invested in securities of publicly traded corporations whose
primary business is the operation of North American railroads. A list of these
corporations is attached as Appendix A. This limitation shall not apply to securities
that are purchased as part of a broad market index account, a broad market exchange
traded fund, or any investment in a pooled or commingled fund where the Trust is not
in a position to control investment selection.

In making investments on behalf of the Trust, an investment manager is authorized to
utilize leverage (including by the use of derivative instruments to the extent permitted
by paragraph D below) in the manager’s investment strategy only to the extent
delineated by the Trust in the investment manager’s Investment Management
Agreement with the Trust; provided, however, that the use of such leverage shall not
directly or indirectly expose the Trust to a risk of financial loss that exceeds the dollar
amount of the Trust’s investment with the investment manager in question.

Subject to the limitations of the immediately preceding paragraph C, and only to the
extent delineated by the Trust in an Investinent Management Agreement with an
investment manager, derivative instruments may be used by an investment manager as
a means of hedging and risk control, for arbitrage, to create market exposures, or to
manage country and asset allocation exposures. In these situations, an investment
manager may use derivatives when they are the most effective means of achieving the
investment objective.

1. Where appropriate, an investment manager may use derivative instruments for the
following reasons:

a. Hedging and risk control. To the extent that a portfolio is exposed to clearly
defined risks and there are derivative instruments that can be used to reduce
those risks, an investinent manager may use such derivative instruments for the
purpose of hedging such risks, including cross-hedging of currency exposurcs.




b. Arbitrage. An investment manager may use derivative instruments to facilitate
the simultaneous purchase and sale of securities for the purpose of taking
advantage of a pricing disparity.

¢. Creation of market exposures. An investment manager may use derivative
instruments to replicate the risk/return profile of an asset or asset class
provided that the Investment Management Agreement for such investment
manager allows for such exposures to be created with the underlying asscts
themselves.

d. Management of country and asset allocation exposure. An investment
manager whose portfolio mandate permits tactically changing the exposure of
the portfolio to different countries and/or asset classes may use derivative
instruments for this purpose.

2. Derivative instruments may not be used in the following ways:

a. Derivative instruments may not be used to invest in asset classes, securities,
currencies, indices, or any other financial vehicle unless such exposures
} would be allowed by a portfolio’s investment guidelines if created with non-
= derivative instruments.

b. Derivative instruments may not be used to magnify overall portfolio exposure
to an asset, asset class, interest rate, or any other financial vehicle beyond that
which would be allowed by a portfolio’s investment guidelines if created with
non-derivative instruments.

¢. Derivative instruments may not be used to increase the portfolio risk above
that which could be experienced by using permitted physical securities.

d. An investment manager may not use borrowed funds to finance the use of any
derivative instrument,

E. In order to diversify the Trust’s counterparty credit risk, and to limit the Trust’s credit
exposure to any one counterparty, the Trust’s investment managers shall establish
limits for each of their trading counterparties based upon both the credit rating of the
counterparty and the relative level of risk associated with each existing and proposed
transaction. These limits shall satisfy such standards as may be established by the
Trust from time-to-time.

F. All investments shall be made in accordance with the Trust’s Conflict of Interest
Policy.

V. Yoting of Proxies

All proxies shall be voted solely in the interest of plan participants and beneficiaries as
outlined in the Trust's Proxy Voting Policy Statement.



VI Periodic Review and Amendment

The Board of Trustees shall review these Investment Guidelines on a regular basis. Any
material changes approved by the Board of Trustees will be communicated to the Trust's
investment managers.




Revised, approved and adopted by the undersigned Trustees at Washington, D.C. on March 18,

2009.
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Walter A. Barrows
Secretary Treasurer
Brotherhood of Railroad Signalmen

N

George JF Fﬂc@gf Jr.

President

National Conference of Firemen and Oilers, SETU

Bernie Gutschewski
Viee President -Taxes
Union Pacific Corporation
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JimfHixon
Fixdoutive Vice President Law and Corporate

Relations
Norfolk Southern Corporation
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Johiy Y. MacMurray
Ind ndent Trustee
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Joél Parker

Special Assistant to the President and
International Vice President
Transportation Communications
International Union

William Sparrow
CSX (retired)



APPENDIX A

Note: Entities listed below are classified by the U.S. Securities and Exchange

Commission as being primarily engaged in "Railroads, Line-Haul Operating" pursuant to

Section 4011 of the U.S. Standard Industry Classification System and have outstanding
publicly traded equity and/or debt securities:

Atchison, Topeka and Santa Fe Railway Co.
BNST Corp. Funding Trust I

BNSF Railway Co.

Burlington Northern, Inc.

Canadian National Railway Co.
Canadian Pacific Railway Lid/CN
Chartwell International, Inc.

CSX Corp.

Genesee & Wyoming Inc.

{llinois Central Railroad Co.

Kansas City Southern

Missouri Pacific Railroad Co.

New York Regional Rail Corp.

Norfotk Southern Corp.

Providence & Worcester Railroad Co/R1/
Southern Pacific Rail Corp.

Union Pacific Corp.

Union Pacific Railroad Co.

Wisconsin Central Transportation Corp.

July 2008
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MEMORANDUM OF UNDERSTANDING

Budpgetary, Accounting and Financial Reporting Responsibilities
Respecting Assets Held by the
National Railroad Retirement Investment Trust

The Railroad Retirement Board (RRB), the National Railroad Retirement Investment
Trust (the Investment Trust), the Department of the Treasury (Treasury), ahd the Office of
Management and Budget (OMB) (collectively, the Parties), agree on the following budgetary,
accounting and financial reporting responsibilities respecting assets transferred to and from, and

he]d by, the Investment Trust for RRB.

1.0 General

The Parties agree that, (i) while the Railroad Retirement and Survivors’ Improvement Act
of 2001 (P.L. 107-90) (the Act) provides that the Investment Trust is not a department, agency,
or instrumentality of the Federal Government, the cash and investments held by the Investment
Trust for RRB are nevertheless assets of the Federal Government and must be accounted for and
reported as such; (ii) the Act provides that the Investment Trust is not subject to the requirements
of Title 31 of the U.S. Code (including apportionment); and (iii) the annual audit of the
Investment Trust required by the Act shall be prepared in accordance with Generally Accepted

Accounting Principles (GAAP).
2.0  Fiscal Year of the Investment Trust

The Investment Trust will use the same fiscal year as the Federal Government.
Currently, the Federal Government’s fiscal year begins on October 1 and ends on September 30

of the following calendar year.

3.0 Account Str.ucture

The transactions of the Investment Trust shall be reported using a separate trust fund
account symbol, with RRB being the program agency for that account. ~The following Treasury
Fund Account Symbols have been reserved to report this activity:

60X8118 National Railroad Retirement Investment Trust
60X8118.1  Gains and losses on non-Federal securities, National Railroad

Retirement Investment Trust
60X8118.2  Earnings on investments in Federal securities, National Railroad

-Retirement Investment Trust
60X8118.3  Interest and dividends on non-Federal securities, National Railroad

Retirement Investment Trust
60X8118.4  Payment from the Railroad Retirement Account, National Railroad

Retirement Investment Trust



60X8118.5 Payment from the Social Security Equivalent Benefit Account, National

Railroad Retirement Investment Trust
60X8118.6  Payment from the Railroad Retirement Supplemental Account, National

Railroad Retirement Investment Trust

Federal securities are securities issued by the Treasury and securities issued by a Federal
ageéncy. Non-Federal securities include all permitted investments, excluding Federal securities.
For purposes of this memorandum, securities that are guaranteed by Federdl agencies are
considered to be non-Federal securities,

_ Treasury’s Financial Management Service (FMXS) has established the accounts described
above (with the designation account symbol of 60X8118) in FMS’s central accounting and
financial reporting system. Using this new account number, Treasury’s Bureau of the Public
Debt (BPD) will establish a separate investment account within BPD’s investment accounting
system for Investment Trust activity, This separate account will be reflected’in separate line
items on both the Monthly Treasury Statement and the Monthly Statement of the Public Debt for

- the activity of the Investment Trust. .

4.0 Accounting Treatment of Non-Federal Security Purchases and Sales by the
Investment Trust '

Purchases and sales of non-Federal securities (other than gains and losses) by the
Investment Trust will be treated as a means of financmg, as reqmred by section 105(c) of the

Act.
5.0  Receipts to the Railroad Retirement System

Treasury’s Internal Revenue Service will continue to collect and deposit receipts from the
railroad industry for funding of the Railroad Retirement System. Nothing in this memorandum
is to be construed as altering that arrangement. Receipts will initially be credited to the Railroad
Retirement Account (RRA) or the Social Security Equivalent Benefit Account (SSEBA), as
appropriate. RRB shall continue to account for these receipts, in accordance with Treasury

guidance issued from time to time.

5.1 Investment in the RRA and the SSEBA

The receipts credited to the RRA and the SSEBA will be automatically invested by BPD
in par-value Treasury special securities maturing on the first business day of the following month
unless RRB pravides specific instructions to do otherwise. Proceeds from maturing securities in
the RRA and the SSEBA will be automatically re-invested by BPD in par-value Treasury special
securities maturing on the first business day.of the following month unless RRB provides

specific instructions to do otherwise.




5.2  Receipts of the Investment Trust

Receipts of the-Investment Trust will be recorded in the following sub-accounts:

o Gains and losses on non-Federal securities (60X8118.1);

Earnings on investments in Federal securities (60X8118.2);

Interest and dividends on non-Federal securities (60X8118.3);

Payment from the Railroad Retirement Account (60X38118.4);

Payment from the Social Security Equivalent Benefit Account (60X8118.5); and,
Payment from the Railroad Retirement Supplemental Account (60X81 18.6).

6.0 Transfers of Assets from RRB to the Investment Trust

Subject to the Act and this Memorandum of Understanding, RRB shall determine the _
timing and the amount of transfers of assets from the RRA, SSEBA, and the Railroad Retirement -
Supplemental Account (RRSA) to the Investment Tnist. -

6.1.1 Cash Transfers

RRB shall direct Treasury to transfer cash from the RRA, SSEBA, and RRSA to the
Investment Trust. RRB has provided Treasury’s Office of Cash and Debt Management (OCDM)
with an initial schedule of expected transfers for a period of six months (September 2002 through
February 2003). RRB shall provide OCDM with updates to the initial schedule if there are any
changes to the dates and amounts of the expected transfers. If it is determined that the transfers

“will extend beyond the initial six-ronth schedule, RRB shall provide a revised schedule to cover
periods not included on the original schedule (i.e. beyond February 2003} as soon as it is known -

that transfers will extend beyond this period.

If the need arises for RRB to make transfers from the Investment Trust to the RRA to
fund Treasury-disbursed payments, RRB shall provide OCDM with the anticipated amount(s) to

be transferred between the Investment Trust and the RRA.

These updates to the initial schedule of cash transfers and notices of transfers from the
Investment Trust to RRB shall be pursuant to the business rules contained in Section 6.1.2. All

updated schedules and notices shall be delivered in writing to:

David J. Monroe :
Director, Office of Cash and Debt Managemeiit
Department of the Treasury

1500 Pennsylvania Ave, NW

Washington, DC 20220

Fax Number — (202) 622-4775



6.1.2 Notice for Specific Cash Transfers

Below are the business rules for providing advance notification to Treasury for daily cash
management purposes. For each specific transfer of cash projected in the schedule. provided in

section 6.1.1, RRB shall provide:

¢ fifteen (15) business days advance written notification for amounts greater than $2
billion, _ -
e five (5) business days advance written notification for amounts between $500 million
and $2 billion,
two (2) business days advance notification of amounts between $50 million and $500
million, and ‘ :
o transfers of less than $50 million do not require advance notification.

(See Aftachment A for the procedures to transfer cash assets to the Investment Trust. Additional
guidance on the reporting of large dollar transfers is provided in the Treasury Financial Manual,
Volume 1, Part 6, Section 8500 (http://www.fms.treas. gov/tfm/voll/v1p6¢850 txt.).)

6.2 Transfers of Securities

Subject to the Act, RRB may request Treasury to transfer certain Treasury. securities to
the Investment Trust. Only securities hefd by RRB on the date of enactment of the Act (i.e. on
December 21, 2001) are eligible to be transferred. RRB shall identify to BPD any specific
_ securities to be transferred to the Investment Trust. Notification shall be signed by the contact

for RRB account on file with BPD, and shall be delivered prior to 3:00 p.m. (Eastern Time) in

writing to:

Susan Chapman
Director, Division of Federal Investments
Office of Public Debt Accounting

" Bureau of the Public Debt

- P.0.Box 1328 _

Parkersburg, WV 26106
Phone Number (304) 480-5111
Fax Number (304) 480-5212

‘ BPD will transfer these securities to the Investment Trust by changing the account in
which the securities are held in BPD’s investment accounting system from the Railroad
Retirement Account, 60X8011, to the Investment Trust account, '60X8118. No transaction
activity (redemption ot investment) will result from the transfer; however, RRB must report the
transfer of the securities between the accounts to FMS. The securities will be maintained in non-

marketable, book-entry form.

(See Attachment B for the procedures to transfer Treasury securities currently held by
RRB to the Investment Trust.)




6.3  Accounting Treatment for Assets Held by the Investment Trust

RRB will record all cash and investments held by the Investment Trust for RRB as
Federal funds held outside of Treasury.

7.0  Reporting Requirements

7.1  Annual Report

Section 105(a)(3)(E) of the Act requires the Investment Trust to submit an annual
management report to Congress no later than 180 days after the end of the Investment Trust’s
fiscal year, and to provide a copy of the management report to the President, RRB, and OMB

when it is submitted to Congress.

7.2 Monthly Reporting Requirements

As RRB continues to be responsible for the overall management of the Railroad
Retirement System, RRB will be responsible for all budgetary and proprietary reporting of the
Investment Trust’s transactions, and for reporting to Treasury the amount of cash and the value
of investments held by the Investment Trust. Treasury and OMB have developed specialized
reporting requirements to handle the complexity added by the use of the Investment Trust to
manage the Railroad Retirement System’s assets and the disbursing agent to pay pension

benefits.

‘s RRB is required to report ail payments to and from the Investment Trust and the RRA,
SSEBA, and RRSA on a monthly basis for the month in which the payment occurred.

s The Investment Trust may report on a one month delayed basis to RRB, which in turn
will report the information to Treasury on a monthly basis. However, the Investment.
Trust will work towards improving the timeliness of its reporting, so that the transactions .
are reported as of the end of the month in which they occurred, consistent with all other

Federal reporting.
7.2.1 Monthly Reporting by RRB on the RRA and the SSEBA

Nothing in this memorandum is to be construed as altering RRB’s current requirements
for monthly financial reporting of activity in the RRA and the SSEBA

Transfers from the RRA and the SSEBA to the Investment Trust account will be reported
as outlays of those accounts and as offsetting receipts of the Investment Trust account.
" Transfers from the Investment Trust account to the RRA will be reported as outlays of the
Investment Trust account and as offsettmg receipts of the RRA.




7.2.2 Timing_ of Monthly Reports by the Investment Trust to RRB

The Investment Trust shall report the information described in sections 7.2.3, 7.2.4, and
7.2.5 on a monthly basis to RRB. Except when Treasury, OMB, RRB and the Investment Trust
agree to an altetnative reporting schedule, this means that the Investment Trust may report each
month’s transactions no later than the third workday day of the second month after the
transactions have occurred. (Beginning January 2003, the Investment Trust may report no later

than the second workday of the second month.)

7.2.3 Required Monthly Information

Except as prov1ded in Section 7.2.4, the Investment Trust shall report the following
information to RRB:

Total market value of non-Fedeéral securities, end of month;
_ Total interest earnings on Federal securities,
Total interest and dividends earned on non-Federal securities;
Total purchases of non-Federal securities;
Total sales of non-Federal securities;
Cash balance, end of month;
Total purchases (at par) of Federal securities;
Discounts and premiums on Federal secuntles at time of purchase
Total sales (at par) of Federal securities;
Payments to the disbursing agent;

Administrative expenses; and,
Payments received from the RRA, the SSEBA, and the RRSA.

Interest earnings on Federal securities (other than zero coupon bonds) shall include any -
purchase premiums and/or accrued interest at the time of purchase (as a negative), any periodic
interest payments (as a positive), any gains realized from purchase discounts at the time of
maturity or sale (as a positive)’, and any gains or losses on sale. Zero coupon bends will be
valued at market value on a monthly basis. The purchases and sales of all other Federal
securities shall be reported at par. (Additional guidance to Federal agencies on reporting for
accounts invested in Department of the Treasury securities is provided in the Treasury Financial
Manual, Volume 1, Part 2, Chapter 4300 (http://www.fms.treas. gov/tfm/voll/v1p2c430.pdf).
For U.S. Standard General Ledger transactions related to reporting for accounts invested in
Department of the Treasury securities, further guidance is available at

http://www. fins treas.gov/ussgl.)

Interest and dividends earned on non-Federal sécqriﬁes shall be reported on a gross basis.
That is, if interest or dividends are reinvested, this shall be reported simultaneously as interest or

dividends earned and as purchases of non-Federal securities.

! Discounts are reported as a positive in subclass 75 (Unrealized Discount on Investments) at time of purchase. At
" maturity or sale, the purchase discount is reversed by reporting a negative receipt in subclass 75 and any gain
realized from the discount is reported as interest in the 60X8118,2 receipt account as a positive.



‘ RRB shail use the information provided by the Investment Trust to prepare the monthly
financial reports for the Investment Trust account (60X8118) and report to Treasury. As long as
the Railroad Retirement System payments are disbursed through a FMS Financial Center, RRB
shall complete the Statement of Transactions (Form 224) by the fifth workday of the month (the
third workday, beginning January 2003). - Once the Railroad Retirement System payments are
disbursed through a non-Federal disbursing agent, RRB shall complete the Statement of
Accountability (Form 1219) and the Statement of Transactions (Form 1220) by the fifth workday
of the month. RRB shall use the standard reporting procedures to complete these reports.
(Additional guidance to Federal agencies on financial reporting is provided in the Treasury
Financial Manual, Volume 1, Part 2. (http:/www.fins.treas. gov/tfim/voll/v1p2¢100.html.).) The
table in Appendix C provides detailed guidance for reporting each class of anticipated
transactions. ' ' _ ‘

7.2.4 Monthly Valuation of Assets Held by the Investment Trust

As mentioned above, RRB shall report the total market value of the portfolio of non-
Federal securities held by the Investment Trust to Treasury on a monthly basis. Realized and
unrealized gains and losses (net of purchases and sales) on the portfolio of non-Federal securities
held by the Investment Trust shall be reported as offsetting receipts. The Investment Trust may
report this mark~to-market valuation of the portfolio to RRB on a 30-day delay basis. RRB will
calculate gains and losses on non-Federal securities as follows:

Total market value of non-Federal securities, end of the current month

+ Sales of non-Federal securities

- Purchases of non-Federal securities

- Total market value of non-Federal securities, end of previous month

The Parties agree that it would be difficult and expensive to revalue certain classes of
non-Federal assets held by the Investment Trust on a monthly basis. Therefore, the Investment
~ Trust shall be required to revalue monthly only assets for which current market quotations are
readily available in nationally recognized financial media. The Investment Trust may revalue all
other assets on an annual basis (at the end of the fiscal year).

7.2,5 Administrative Expenses

The Investment Trust shall report its direct expenditures for administrative expenses to
RRB each month on an aggregate basis. In addition, at least once each year (at the end of the
fiscal year) the ‘Investment Trust shall report the amount of administrative expenses incurred by
investment management firms that invést on its behalf. To the extent that these firms deduct
their administrative expenses from earnings reported to the Investment Trust, the Investment
Trust shail report the amount of estimated administrative expenses separately and increase
amounts of earnings reported by the same amount. : '



7.2,6 Certification of Monthly Information

RRB shall certify to Treasury that it has reported the information provided to it by the
Investment Trust. RRB’s certification will not be construed as certifying to the accuracy of the
information provided by the Investment Trust. Ensuring the accuracy of the information
provided on a monthly basis is a responsibility of the Investment Trust. However, RRB is
responsible for ensuring that thé annual information reported to Treasury is consistent with the
Investment Trust's audited financial statements subject to differences between the budget and
financial reporting in the basis for measurement of transactions, To the extent there are
differences for other reasons, RRB will work with the Investment Trust to correct the

information reported to Treasury.

7.2.7 Benefit Payxﬁents

RRB’s reporting of monthly benefit payments is not covered by the one month delay
permitted by paragraph 7.2,2 because RRB will have-the information necessary to report benefit
payments at the end of the month in which the benefits are paid. Under the Act, RRB continues
to have the responsibility for determining who is entitled to railroad retirement benefits, the
amount of each benefit, and the timing of payments. In addition, RRB will direct the Investment
Trust to transfer funds to the disbursing agent sufficient to pay railroad retirement non-SSEB tier

1, tier 2 and supplemental benefits.

7.3 Required Quarterly Reporting

On a quarterly basis, RRB will also be required to complete FACTS II (Federal Agencies'
Centralized Trial-Balance System II) reporting based on information provided by the Investment
Trust. FACTS II will allow RRB to submit one set of accounting data (mostly budgetary, but
some also proprietary) that fulfills the needs of the FMS 2108 Year-End Closing Statement and
~the SF 133 Report on Budget Execution. The reporting schedule and additional guidance related
to FACTS II reporting is provided in the FMS website at
http://www.fims treas. gov/ussgl/factsii/index. html.

7.4 Required Yearly Reporting

RRB shall report the financial information as required in the Treasury Financial Manual,
Volume I, Part 2, Chapter 4000 (I TFM 2-4000) Federal Agencies' Centralized Trial-Balance
System (FACTS I) to FMS, using Treasury Fund Account Symbol number 60X8118 which will
include the information on the activities and balances of the Investment Trust.

8.0 Revision of Reporting Requirements

If necessary, this memorandum will be updated as needed, with consent of the Parties, to
reflect changes in reporting requirements published in OMB’s Circular No. A-11.

Attachments
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Attachment A

Cash Transfer to the National Railroad Retirement Investment Trust

(60X8012). With this advance notification, funds
can be made available to Trust on specified dates.

Updates to the schedule of transfers should.he
provided, in writing, to:

David J, Monroe

Director, Office of Cash and Debt Management
Department of the Treasury

1500 Pennsylvania Ave, NW

Washington, DC 20220

Fax Number - (202) §74-4775

Procedures
Objective ] RRB / Trust Action Treasury Action

Initial Transfer | The Trust, through RRB, has provided a schedule | Treasury (OFAS ~ OCDM) identifies need

of Excess to Treasury (OFAS) of pending transfers of the for requested amount of cash and plans to

Balances (Cash) | initial balances in the Railroad Retirement have funds available.

from RRB Account (60X8011), the Social Security

Accounts to Equivalent Benefit Account (50X3010) and the Depending on size of transfer, Treasury may
| Trust Railroad Retirement Supplemental Account — be able to make transfers of cagh without the

fuli 30-day notice, However, the 30-day
notice will enable Treasury to ensure that
the full amonnt of funds will be able to be
transferred in 30 days. Treasury will work
with RRB and the Trust on specific timing
of transfers.

‘accounts 60X8011, 50X8010 and 60X8012 by

RRB instructs BPD to liquidate securities held in

sending redemption instruction to BPD
designating specific securities to liquidate.
(Standard procedures, using Request for
Investment/Redemption Foym)

BPD lquidates securities. Increases cash
balance of investment accounts.

RREB instructs FMS to move cash balance from
60X8011, 60X8010 and/or 60X8012* account to
Investment Trust’s account at its designated
custodial bank,

RRB certifying officer will use the Electronic
Certification System or compiete a hardcopy SF
1166 and send it to FMS Regional Financial
Center, to move money to Tmst accoutit outside
of Treasury.

FMS will effect the transfer of the funds-to
the Trust’s account at its designated
financial institution. (The transfer will most
likely occur electromically, either by
antomated clearinghouse credit, or wire
transfer at the option of RRB.)

RRB will report the outlay of funds from
accounts 608010, 60X8011, and/or 60X8012 on
the current month SF 224 for those accounts, and
repart an offsetting receipt to account 60X8118
with a subclass of (41) on the current month SF
224 to indicate funds were moved to the

Investment Trust outside of Treasuty.

* Once a]l funds in the Supplemental Benefit Account (60X8012) are transferred to the Trust, this account will be
¢liminated. The other two accounts will have ongoing activity.




On-going
transfers of
funds to the
Investment
Trust

RRB will identify amount of fands to move to the
investment Trust.

Fund.é shall be transferred in accordance with the
notification timeframes outlined in Section 6,1.2.

Notification should be sent in writing to:

Cash Forecasting Division

Cash Accounting and Reporting Directorate
Financial Management Service Department of the
Treasury )

3700 East West Highway, Room 5A09
Hyattsville, Maryland 20782

Fax Number; 202-874-9945

Or:  202-874-9984
Telephone:  202-874-9790
e-mail: fimds.control@fms.ireas.gov

If finds are invested in short termn, par-value-
Treasury securities, RRB instmcts BPD to
liquidate securities held in accounts 60X8011, or
808010 by sending redewmption instruction to
BPD designating specific securities to liquidate.
(Standard procedures, using Request for
Investment/Redemption Form)

BPD liguidates securities. Increases cash
balance of investment accounts,

RRB instructs FMS to move a cash amount from
the 608011 and/or 60X8010 account(s) to
designated account of the Trust.

RRB certifying officer will use the Electronic
Certification System or complete a hardcopy SF
1166 and send it to FMS Regional Financial
Center, to move money to Trust account outside

of Treasury.

FMS will effect the transfer of the fands to
the Trust’s account at its designated
financial institution. (The transfer will most
likely occur electronically, either by
automated clearinghouse credit, or wire
transfer at the option of RRB.)

RRB will report the outlay of funds from
accounts 60X8010, 60X8011, and/or 60X8012 on
the current month SF 224 for those acconnts, and
report an offsetting receipt to account 60X8118
with a subclass of (41) on the current month SF
224 to indicate funds were moved to the
Investment Trust outside of Treasury.




Attachment B

Securities Transfer to the N atimial Railroad Retirement Investment Trust

(Including the Transfer of the Proceeds of Redeemed
Securities held by the Investment Trust)

Procedures
_Objective | RRB / Trust Action l Treasury Action
Transfer of RREB identifies specific securities to transfer to BPD changes the ownership of the
Currently-held | the Trust ownership, (In writing to BPDusing securities, by changing the account in
Securities from | established contact for RRB account as which the securities are held in InvestOne
RRB to Trust signatory.) from the RRB account, 60X8011, to the
account for Trust activity, 60X8118. No
(Notification should be provided, in writing, to:) | trabsaction activity (redemption or
Susan Chapman investment) occurs.
Directer, Division of Federal Investments
Office of Public Debt Accounting
Bureau of the Pablic Debt
P.O. Box 1328
Parkersburg, WV 26106
Phone Number (304) 480-5111 -
Fax Number (304) 480-5112
Ttust must establish a designated contact for new
account. Completes Fund Information Form
and submits it to BPD at the above address.
RRB must report the transfer of securities from
60X8011 to 60X8118 to FMS via the monthly
account transaction reporting (SF 224).
Redemption of | Trust completes Request for BPD liquidates designated securities and
Securities held | Invesimént/Redemption Form identifying increases cash balance in mvestment
by the Trust at security to be redeemed and submits it to BPD. Account (60X8118).
BED .
Transfer of the . | Trust requests that RRB instructs FMS to move FMS will effect the transfer of the funds to
Proceeds (Cash) | cash balance from 60X8118 account to Trust. - the Trust account at its designated financial
ofa institution, (The transfer will most likely
Redemptionto | Funds shall be transferred in accordance with the | occur electronically, either by automated
the Trust notification timeframes outlined in Section 6.1.2. | clearinghouse credit, or wire transfer at the
option of RRB.)
\ Notification should be sent in writing to:
Cash Forecasting Division .
Cash Accounting and Reporting Directorate
Financial Management Service Department of the
Treasury
3700 Bast West Highway, Room 5A09 ,
Hyattsville, Maryland 20782
Fax Number: 202-874-9945
"Or:  202-874-9984
Telephone:  202-874-9790




¢-mail; funds.control@fms.treas. gov

RRB certifying officer will use the Electronic
Certification Systern or complete a hardcopy SF
1166 and send to FMS Regional Financial Center,
to mave money to Trust account cutside of

Treasury,




‘1 LOgX08 ‘0L0gX0g

0 Juswysepy

L

g8 uRuroleddy o) 192iqns JoN spuUnd perelijacun  ozay
= d1a29y pund |eioedg e sl pajeudaiddy  pLiY
58 Pled 'suet=6iq0 - SJ9pI0 PAIEMIPO-  ZOGY
. S8 - sDUNCSeY pazeny - swsugolly  OLgP . . ArejzEpng
SRLIBXDY
¥'8L18X09
f=2 ] SBLIEX09 uf siajsURl | ~ S30N0S mﬂ_ucm:E ﬂh._u_ﬂcm&m [3]>74]
59 811ex08(L¥) 2019nd 2y} A9 piSH SPUtd  OEL}
Z1ogx0a(s0)
L ogxasisa)
sy nLoEX0s(s0) Ainseay) \pap 2ouefeg PUNY OLOL - .
s O siaysued) - saanog Guouewn anypuadxs 0915 Areyendoig
: 1% 6) Spung J9fsuel |
aoL SIUNOSTY paZleay - sjBWIClY  OLSY
ool suateuogoddy  QLSE
olo] ! sjustiuopeddy  oLSE
[as] 8 S37UNOSTY pajediofuy - S|qe(EABUN Sjuswucioddy  OgSY Arepbpng
auoy | auaN Areaudaig
WBURO|Y pUE fUswlomcddy
oot ajjuapy) - pajediohuy suojeudesddy  OZLY .
oot {(Amseall Aq sjdfeaay pund eloodg Jo jsruy pareudoddy LY Areabpng
. (papioday) | : -
0oL ZLL0EX09 peRalioD anuaAey X1 0ORS ]
[ss] 8 ZOL08X0s Ainsear) yppa esuereg puny  oLob Arejaudosg
SJde59Y XEL
ook SeaInusaY pejedianuy - siqelesetr] sjueluucneddy  O6SY .
ooL Apowgry pauoipteddeun oSkt Ampbpng
auopN LN Arepudaig
Wemuoijoddy
jule1h Auouymy pauocqloddetn OGSt .
ooL oRuLapY| - pajedioqry suojeudaddy oLy - : Areyabpng
auoN auon ' ,Eﬂu_._qEn_
3PRID Hgag npa1o Hagag ¥2ZZ 48 19551 uofResuel |
LIHHN guy |
ghlexog Zloaxoo

2116X09-PUB ZLOBXUS '} 10EX09 '0108X09 spuny
-suonTesuel ) loj Bugunossy
IS JusLsaAu; peoliiey



'L 108X09 ‘'0LOEX09

0 WALysEY
1]

8119X09 PUE ZL08X09 'L LOFX0I 'O +ogX0s spLnd
suopoesued) Joj Sufuncaoy
st jiaunsaa) peoley

£ TopSsIo0 Uodn UCHEBIA0 Jojaaeenetn simoey 3ok
£2 jusuuogloddy of Joafqns joN spund pejebiqour  oZoy Aregabprg
€L gLiexos(iy} oqnd 3y AG PISH.SPURY  gELL
el el 1exaa(Ey) 1920 aMqnd uey) IO Somoag U] UaLRSIAY| - OZSL A Aregaudosy
SeRIINDAS {RIRPIF-UON JO SOsERINd OLH 11
ETLTY Areyabpng
oL 8118%09(06) 3qeQ SqNd UBYL IO SIOUNSAG Ut JUsLsaAl)  OZGL
ot gL1g0a(Ly) 2and 2y Aq prau spUNA CELL Arejaudo.d
ABd 1' Selngey ASUehY [elapay jo 9jes "0l
JUON Reabpng
) SLLEXCE(1¥) Mand au A4 ey spund  OELL :
oL et lexne(0g) 9eQ 21gnd UL} ISYO sallLnoeg U juaugsoAl]  0Zg1 Areyaudouy
oL ABd ¥ S2Runoag ASUEhY [e1apad Jo 9seyoing 6
i Jswoicddy o} j99lans joN spund pambiqoun  gzoy
1 s)diacay puny (elads Jo jsru) pareudaddy ity Aeabpng
l " zeLleXo9 SsLNsaALl up sBuitles  gLeg
A gLLexos(iy) ollqnd s} Aq play spund  ogll - Aseyaudony
. 5
auecN Aleyabpng
S 2118X09(g6) (t=d} saqunoag ‘g’ Ul usURSIAY]  OLY| .
S gLiexoa(Ly) 2iqnd auy Aq piaH spund  oELL Arepaudord
F2Bd JE Sonunoss nseal] jo ajes - L
UON Areysbpng
0l gLLexos(iv) onand sy Aq P2 spund  agLl
01 g1Lgx0a(ag) (ved) sequnoag ‘s Ul uaLsaIAY  QLL Aregaldold
AEd JE SafjHngeg :m.mw‘_.r 10 SATEYDINg m
Hpaay Jqsq paIs Hgag $ZT 48 “9ssn uogIesuel ],
AI4uN gy :
B118%09 Z109X09



z Pled. ‘suoneblac-21apI0 PAISAIIRO Z06Y
z wewuopioddy o} pelans joN spung pajeliqoun  ozob Arebpng '
z Amseas) yp souejeg pund  0LoL
z Junsear) ypm soueeg pund  0LOL
Z g11exad(1p) Mgnd SUp Aq ploH spung et L d
z sLigx0s(Ls) sasuatg weued  oove Areysudoad
SHISURH Jo JUoWAed Gl
z - piRd 'suonebiiqO-21api) PIRALS0  ZOSH :
z juawueoddy 0} osiang joN spund paeBiqoun  0Zoy Areyabpng
z Anseai) ypmasueleg pund  OLGL
[4 SJunseall yym eouereq puny 0101
z gL1gxoa(iy) ongnd sup Ag peH spund  OgkL .
z a11exos(ot) sesuadx3 bujesedo  00LS Areyapdory
SosURUXY Ulupy Jo ucﬂﬂ__mmn_ 4N
oot usiuopoddy o} jlans JoN spurd pafebiiqoun 029t
£6 uosaflod) uodn) UoKEBIIGE 10} SigeleARUl) SidiEsaY  YEER
i sid@osy pund [e1ads o jstu ) pajeudoiddy  pLLY Areqabpng
0z \8118X09(ZY) SpUSLSOAU] - JUSULSTiPY BlEl gL
. oz 1'BLLEX08 SjURWSIAU] - UIeS) PAZIERINTT  OBLL
Lz L'8LLEY0T S}SSY Jo uopisodsig uo sUES 0112
€L i \gL1EX0s(2Y) 1920 1gNd LB JALRO Sanunoag Ul juawsaAll  gzZgl
oot 8L18X09(LY) algnd ay) Aq peH spund  Ofll - frepyudosd
(ureb pazyes juawsnipe jexlew Bunpoayas)
i SNnoes [Eepo XU JO i8S DLW £l
oz togos|iaD) ucdn uopeiigo Joy m_nm__mﬁcn S0y yEEY
0z sdieaey pung [eweds 10 sy, papudoddy  vL1b Aregabpng
. 02 1gLigxas SIUBWISSALY - URS) PaZEallf]  08LZ
oz aLiexnszy) SpBURSSAL] - Juaunsnipy J)EN LIl , Amjandalg
SINUNTRS (E2paf-UuoN uien PRII[EAIUN 10} Jaxiey O] ALBAL 7L
npaLdy Ha=2q HPRID HaRq ¥Ze 4% T255N uonoESUR] ]
LIHuN gy
‘8HEX09 TI0EX09
‘ 'L 10909 ‘0109X0S 211EX09 PUE Z108X0% '| LOSX0S ‘0LO8X09 spuny
' ‘stogaesirer) 1o} Supunecoy
O JuBWYRRY ISTUL TUSUOS3IAU PROITEY
1



Zo/c/al

‘YTTAS uf._._ uo ._.._&E jou o "AluD WeSAS JPEWOINE Ue St Sjy | c

‘suogdwiapal Joj 16 PUE SIUSWISIALY 10} 18 SSERQNS D0

sagunoag Asuaby [elapad pasresenb-uou U ame nEuEi.%a.E_ 3 ‘Bupnodor zzg 2of ‘Areuchippy -ssljus uogaesuen Bugunosoe Arepaudoud Jorpue Kregabpng IG)
aouepmb Jefpa |eeuss prepurg g Bunsp® o] 18121 “1sasa3n uw:ﬂum IpNIdU[ Jo "junessip "Winurasd e Je paseysind sSpUNsas [RIIpasd Jo4 z
"Bugtodal puaresA Jof Uoisspugns [ Stovy

JepEnb Yiy 8y} Ul 3jolgoo) e s2 FOI9S1RL 39 PNOYs SIPUNSIS Jelapag-Lou Joj S30UEIRq “JenomoH “palinbel jou 51 (SORLNDSS RIapad-tou u

sprawsaAu]) Zi sseoqns jo Ansealy of Bupods: Arpuew “umshs Sugunesoe eRues sAinseal) Joj paye uj ale sabueys BupuweiBoud mup N

2 yRwiERY
’

IsM} JUSUNSSAUL peosiey

°

05 uofsijo2y tiodm uogediqo toj siqelieAsty) siIdPosY HEEY
o5 sjdiaosy pung Eereds o sniy peletdosddy  pLLp Kerabpng
05 L'8Ligx0g aNUIAIY JSAUSNL  OLES
0s 81i8X09(Z4)| sPUCq tiodnoa oz Ul sUSUsIAY| « Jueugsnipy Joey  BEo) , freraudoly
: spuoyg uddnod o1a7 « Jayiel Of e 6t
ucoz Amjabpng
001 gLiexns(zs) SEOZ - Juaunsnipy PMEN  BESL
oor | gLiexos(zs) SHOZ - JUNOISI paZioweun  LgglL !
000'1 stlexoo(se) SEOZ —s|URLgSaAl|  Ocol
ooz ' - Sj#ssy jo uogisodsy] Lo sulesy gLl
oot 1108X09(22) SgOZ - Weunsnipy e gegl
ooz SHOZ ~ JUNOTISH] JO UoIelowry  £E9L
oot LLoexos(zs) SEOZ - Unoosy pezioWwRUn  LE9L
000'L 1108x09(88) SEOZ - SUsunssAL;  gegl Amyapdord
‘al
ot ﬂm_ﬁam pung jepadg so jshuy pajendosddy  pLLY ’
ot Uoyaelies uodn uopeByqo 1of ejgeieneun sidivsay * +6Ek Arejabpng
oL 8llexoszy) SJUSUDSIAUY - Jusugsnipy 1w gLol
oL b'eLLEX0g SJUAUISIALY - S5O paZEdIN 0BT/ . Arejaudorg
SONLUNDeS |eF D4UON) SS07] pIZljediur) I0) ¥ NIEN O} x.__w—__,ﬁ 2l
5 FaawoRtoddy. of yosiqns JoN Spur. palebiiqour)  0Zay
=) sydieoey pund [Eioads tojsmuy pejepdoiddy L)Lt AsejaBpng
s £LLEX09 SNUSATY JSalEl|  OLES .
5 g11ax09(1y) oHgnd aul A piaH spund oLl . . Arejaudoly
T5onNS=S [E/9po GON] PoATSDSY SPUSPIA PUESaI5] o1
Ypory Ngaq Npaiy Ygeq Y7z 45 9580 uoyoesueL}
LIYuN uH :
Bl IEX0D9 CLO8X09
LLOEX09 '0L08X09 8LLEX09 PUE ZLOFX0S ‘L LOYX09 '0L08X09 Spung
) suopoesuel) Jop Bugunosoy



Attachment D

Transfer of Funds from the National Railroad Retirement Investment Trust
to Treasury for Disbursing Purposes

Procedures

Objective |

RRB / Trust Action [

Treasury Action

Transfers of
Funds {Cash)-
from the Trust
to Treasury for
Disbursement

Note: These procedures will only be used in the
event that fiunds held by the Trust are required fo
be transferred back to the Treasury o make
benefit payments. Once the non-Federal
disbursing agent ix in place, funds should not need
to be returned to Treasury. )

RRB advises the Trust that funds should be
returned to the Treasury for disbursement of
benefit payments,

The Trust will liquidate assets and transfer funds,
by wire transfer, to the Treasury’s account at the
New York Federal Reserve Bank to the credit of
the RRB. )

Should it be necessary to transfer amoumnts in
excess of $50 million from the Investment Trust to
the RRB, a large doflar deposit notification would
be required to be sent by RRB to:

Cash Forecasting Division
Cash Accounting and Reporting Directorate
Financial Management Service Department of the
Treasury
3700 East West Highway, Room 5A09
Hyattsville, Maryland 20782
Fax Number; 202-874-9945

Or.  202-874-9984
Telephone:  202-874-9790

¢-mail; funds.control@fms.treas.gov

Through the Fedwire Deposit Sj./stem, the
RRB will be credited with immediately
available funds from the wire transfer:

(A separate memorandum of understanding
covers the disbursement of benefit
payments by FMS until a non-Federal
disbursing agent is selected.)
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CONFLICTS OF INTEREST
Policy Statement of the
National Railroad Retirement Investment Trust

Statement of policy

The policy of the National Railroad Retirement Investment Trust (the "Trust") with respect to
conflicts of interest requires that the Trustees and all employees (hereinafter "NRRIT personnel”)
avoid any conflict or appearance of conflict between their personal interests and the interest of
the Trust in dealing with all entities or individuals doing or seeking to do business with the Trust.
Underlying these standards is the fundamental proposition that all NRRIT personnel must
discharge their duties solely in the interest of the Railroad Retirement Board and through it, the
participants and beneficiaries of the programs funded under the Railroad Retirement Act of 1974,
as amended.

Personal finances

NRRIT personnel shall not, without the consent of the Board of Trustees, hold or acquire a
financial interest in any enterprise which to the knowledge of the individual has any business
relationship with the Trust, or is secking to establish such business relationship. A financial
interest shall not include securities in a publicly traded company held directly or indirectly,
provided that such interest is less than one percent (1%) of the outstanding shares of such
company or debt of such company.

Outside activities

NRRIT personnel shall not hold any position with any other enterprise, the existence of which
would conflict or might reasonably be supposed to conflict with the individual’s performance of
his or her duties or responsibilities to the Trust without full and complete disclosure thereof to
the Board of Trustees..

NRRIT personnel shall not negotiate employment with any person or entity that is doing
business or seeking to do business with the Trust without full and complete disclosure thereof to
the Board of Trustees.

Inside information

NRRIT personnel shall maintain the confidentiality of all information related to deliberations and
decisions, including but not limited to investment decisions, of the Trust and shall not use such
information for personal profit or allow it to be used for personal profit of others.

Gratuities

NRRIT personnel, or members of their families, shall not accept gifts from any person, firm or
corporation doing business or seeking to do business with the Trust, of such a nature or in such a
circumstance that a reasonable person could infer that the acceptance of such gifts might unduly
influence the individual in the performance of his or her duties. In deciding whether to accept
any gift from such person, firm or corporation, NRRIT personnel, or members of their families
should exercise proper judgment and as a general rule, should not accept any gift with a fair
market value in excess of $100.



NRRIT personnel, or members of their familics may accept entertainment- related services (e.£.,
food or beverages, invitations to attend a sporting event or participate in a sporting activity)
where they are (a) reasonable in scope, (b) are associated with a bona fide business meeting or
conference, and (c) are provided to others as a normal part of doing business in the industry or
profession, -

Notwithstanding the terms of the preceding two paragraphs, NRRIT personnel, or members of
their families shall not accept money or any other thing of value in connection with any
investment made by or for the Trust, nor shall any such person have any pecuniary interest in
such investment.

Disclosure

Whenever an NRRIT personnel becomes aware of a conflict of interest, or has any question as to
any activity, interest, or relationship which could be construed as a conflict of interest, such
individual shall promptly report the circumstances to the Board of Trustees.

All NRRIT personnel shall annually sign a statement affirming that such person has:

a. received a copy of this conflict of interest policy,
b. read and understands this policy, and
c. agreed to comply with its terms.

As approved and adopted in amended form by the Board of Trustees on July 10, 2003. This
Policy Statement was originally approved and adopted by the Board on July 19, 2002.
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CONFIDENTIALITY
Policy Statement of the
National Railroad Retirement Investment Trust

Statement of general policy

The Board of Trustees (the “Board”) of the National Railroad Retirement Investment Trust (the
“Trust™) recognizes the sensitivity of all deliberations related to investment decision making,
particularly in a Trust of this size and unique statutory structure. As such, the Board has
adopted a policy that requires that the Trustees, Trust Advisors, and all Trust employees
(hereinafter "NRRIT personnel"), as well as any investment advisor, manager, or custodian
retained by the Trust, maintain the confidentiality of all information related to investment
deliberations and decisions and other operations of the Trust.

The Trustees also recognize their statutory obligation to discharge their duties solely in the
interest of the Railroad Retirement Board and through it, the participants and beneficiaries of the
programs funded under the Railroad Retirement Act of 1974. As such, the Trust shall respond to
any inquiry of the Railroad Retirement Board with respect to investment activities of the Trust,
but shall do so in a manner so as to maintain the confidentiality of such information, under such
terms and conditions as may be developed by Trust counsel and the General Counsel of the
Railroad Retirement Board. Any request for confidential information from any other agency or
instrumentality of the Federal Government shall be considered by the Trustees on a case-by-case
basis and in consultation with the Railroad Retirement Board.

Confidential information

All information relating to Trust business, including Trustee investment and business
deliberations, internal staff deliberations, Board and Committee meeting book materials and
meeting minutes, Trust investment plans, manuals and memoranda, internal investment analyses,
meeting summaries or notes, and all other similar work papers should be treated as confidential
by NRRIT personnel, unless (1) release of such information is required to catry out a direction
from the Board, (2) is otherwisc authorized by the Board or the Chief Investment Officer, or (3)
is included in summary or aggregate form in annual reports that are required pursuant to the Act,
or any other applicable Federal law.

Continuing Obligation to Preserve Confidentiality

All confidential information of the Trust is the sole and exclusive property of the Trust, and the
obligation to preserve such confidentiality shall continue for former NRRIT personnel after their
professional affiliation with the Trust ends.

Annual Affirmation

All NRRIT personnel annually shall sign a statement affirming that such person has:




a. received a copy of this confidentiality policy,
b. read and understands this policy, and

C. agreed to comply with its terms,

Approved by the Board of Trustees on January 27, 2005.
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NATIONAL RAILROAD RETIREMENT INVESTMENT TRUST
PROXY VOTING POLICY

L PURPOSE

The purpose of the National Railroad Retirement Investment Trust’s (“NRRIT” or the
“Trust”) Proxy Voting Policy is to provide investment managers and the Railroad Retirement
Board (the “RRB”) with written documentation of the requirements for the voting of proxies for
assets held in NRRIT’s accounts.

Section 15(j)(5)(A) of the Railroad Retirement Act of 1974 (the “Act”), as amended by
NRRIT’s enabling legislation, the Railroad Retirement and Survivors’ Improvement Act of
2001, sets forth the fiduciary dutics of NRRIT’s Board of Trustees. Specifically, the Trustees are
required to discharge their duties with respect to Trust assets, including the voting of proxies,
“solely in the interest” of the RRB, and through it, the participants and beneficiaries of the
programs funded through the Trust. Although the Trust is not subject to ERISA, the general
prudence standard set forth in the Act is based upon the general fiduciary standards imposed by
ERISA.

11, RESPONSIBILITIES OF INVESTMENT MANAGERS

Independent imvestment managers retained by the Trust pursuant to Section 15(j)(4)(B) of
the Act will be fiduciaries of the Trust, and as such they will be required to exercise the same
duties of loyalty and care in managing Trust assets. Where the Trust delegates management
authority with respect to specified Trust assets to an investment manager, such investment
manager will have exclusive authority to vote all proxies related to the Trust securities under its
control unless such authority is expressly limited in the investment manager’s contract with the
Trust. Prudent investment management includes the voting of proxies consistent with the
investment manager’s own proxy voting guidelines and solely in the interest of the participants
and beneficiaries of the Railroad Retirement system.

Each investment manager retained by the Trust will agree to fulfill the following
responsibilities:

A. Each investment manager will be obligated to vote all proxies on securities held by
such manager in the Trust’s portfolios.

B. Each investment manager will be expected to carefully examine all proxy issues. The
decision with respect to the proxy vote must be made on a case by case basis,
prudently and solely in the interest of the participants and beneficiaries of the
Railroad Retirement System.

C. Each investment manager must adopt and implement written policies and procedures
that are reasonably designed to ensure that proxies with respect to Trust assets will be
voted in the best interest of the participants and beneficiaries of the Railroad
Retirement System. The manager must provide to the Trust: (i) a copy of its proxy



voting guidelines, and (ii) a summary of its procedures for recording proxy votes and
reporting them to the Trust,

D. Decisions with respect to proxy voting may not be delegated by the investment
manager to another party, except in cases where a clear conflict of interest exists, In
such cases, the investment manager must provide prior written notice to the Trust's
investment staff of both the conflict of interest and the party to whom voting authority
will be delegated.

E. Each investment manager must accurately record its proxy votes for each Trust
security held and the basis for such votes. The votes may be tallied by general
category. These records mnust be made available to the Trust upon its request,

F. Each investment manager must provide to the Trust on an annual basis:

1) Written certification that all proxies with respect to Trust securities have been
voted solely in the intetest of the participants and beneficiaries of the Railroad
Retirement system;

2) Written certification that neither the officers of the investment management firm
nor their personnel have been unduly influenced by outside sources regarding the
voting of any proxy;

3) Incases where a conflict of interest has been identified, written certification that
adequate measures were taken to ensure that such conflict did not affect any
proxy vote and documentation explaining the nature of such conflict; and

4} Adequate documentation to report all proxy votes with respect to Trust securities
cast by the investment manager and, for all non-routine matters, the basis for such
votes.

III. COORDINATION WITH CUSTODIANS

The investment manager will have the responsibility of ensuring that all proxies with
respect to Trust securities are voted, and will coordinate as necessary with the custodians of the
Trust's assets to see that this responsibility is carried out.

Should the investment manager not receive proxy solicitation materials on a timely basis
from the custodian, which could prevent normal handling of the materials and timely voting from
taking place, the investment manager may designate the custodian as its agent to vote the proxy
in question. Under these circumstances, the investment manager will not be relieved of its
fiduciary responsibility for the voting of proxies; therefore, the investment manager must provide
the cnstodian with specific voting instructions.




IV.

RESPONSIBILITIES OF THE TRUST

Consistent with its fiduciary duties as they relate to the voting of proxies, the Trust assumes

the following responsibilities:

V.

Trust,

A.

D.

As part of its due diligence review of prospective investment managers and its
ongoing oversight of current managers, the Trust's investinent staff will review each
investment manager’s policies and procedures with respect to proxy voting to ensure
that they are in compliance with this Proxy Voting Policy.

. Upon receipt of the documentation submitted annually by the investment managers,

the Trust's investment staff will review and report to the Board of Trustees regarding
each investment manager's proxy voting record with respect to Trust securities.

The Board of Trustees shall annually review the report of the Trust's investment staff
with respect to proxy voting of Trust securities.

The Trust reserves the right to modify or rescind the proxy voting authority delegated
to an investment manager at any time.

DOCUMENTATION

This Proxy Voting Policy will be (i) attached to the Trust’s Investment Guidelines, and
(ii) incorporated by reference into cach investment management agreement entered into by the

Approved April 29, 2003
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Chief Investment Officer’s Cettification
of the National Railtoad Retitement Investment Trust’s
Process of Financial Reporting And
System of Internal Controls

I, Cathetine A, Lynch, Chief Investment Officer of the National Railtoad Retirement Investment
Trast (“NRRIT”), certify that:

)

@

&)

O

()

I have reviewed the Annual Management Repott for Fiscal Year 2009, prepared
putsuant to Section 105 of Public Law 107-90, the Railtoad Retirement and
Sutvivot’s Imptovement Act of 2001.

Based on my knowledge, this Annual Management Repott does not contain any
untrue statement of material fact ot omit to state a matetial fact necessary to make
the statements made, in light of the citcumstances under which the statements weze
made, not misleading with respect to the petiod coveted by this Annual Management
Repott.

Based on my knowledge, the financial statements and other financial information
included as part of this Annual Management Repott fairly present in all material
tespects the financial position, tesults of opetations and cash flows of NRRIT as of
and for the yeat ended September 30, 2009.

NRRIT’s othet certifying officers, the Semior Operating Officer and Seniot
Accounting Officer, and I are tesponsible fot establishing and maintaining effective
disclosute controls and procedures for NRRIT and have:

a designed such disclosure controls and procedutes to ensute that matetial
information relating to NRRIT is made known to us by others within
NRRIT, patticularly duting the petriod in which this Annual Manageinent
Report was prepared;

b. evaluated the effectiveness of NRRIT’s disclosute controls and procedutes as
of Septembet 30, 2009, (the “Evaluation Date”); and

<, presented in this Annual Management Report our conclusions about the
effectiveness of the disclosute conttols and procedures based upon our
evaluation as of the Rvaluation Date.

NRRIT’s othet certifying officets and I have disclosed, based upon our most recent
evaluation, to NRRIT’s auditor and the NRRIT Audit Committee:

. all significant deficiencies in the design or opetation of internal controls
which could advessely affect NRRIT’s ability to record, process, summatize,




)

and report financial data and have identified for NRRIT’s auditot any
matetial weaknesses in internal controls; and

b, any fraud, whether ot not matetial, that involves management or other
employecs who have a significant role in NRRIT’s intetnal controls.

NRRIT’s other cettifying officers and I have indicated in this Annual Management
Repott whether thete were significant changes in the intetnal controls ot in othet
factots that could significantly affect internal controls subsequent to the date of our
most recent evaluation, inchiding any cotrective actions with regard to significant
deficiencies and material weaknesses.

W31\ to (oM A Ll

January 31, 2010 Catherine A. Lynch
Chief Executive Officer/
Chief Tnvestment Officer




Senior Opetating Officer’s Certification
of the National Railroad Retirement Investment Ttust’s
Process of Financial Reporting And
System of Internal Controls

1, Grace A. Ressler, Senior Opetating Officet of the National Railroad Retirement Investment Trust
(“NRRIT”), certify that:

<)

2

&)

#

()

T have teviewed the Annual Management Repott for Fiscal Year 2009, prepated
putsuant to Section 103 of Public Taw 107-90, the Railtoad Retitement and
Survivor’s Improvement Act of 2001.

Based on my knowledge, this Annual Management Repott does not contain any
untrue statement of material fact or omit to state a matetial fact necessaty to make
the statements made, in light of the citcumstances under which the statements were
made, not misleading with tespect to the period covered by this Annual Management
Repott.

Based on my knowledge, the financial statements and other financial information
included as patt of this Annual Management Report faitly present in all matetial
respects the financial position, results of operations and cash flows of NRRIT as of
and for the year ended September 30, 2009, :

NRRIT’s other cettifying officers, the Chief Investment Officer and Senior
Accounting Officer, and I are tesponsible for establishing and maintaining effective
disclosure controls and procedutes for NRRIT and have:

a, designed such disclosure controls and procedures to ensute that material

' information selating to NRRIT is made known to us by others within
NRRIT, patticularly duting the period in which this Annual Management
Repott was prepared;

b. evaluated the effectiveness of NRRIT’s disclosute controls and procedutes as
of September 30, 2009, (the “Hvaluation Date”); and

c. presented in this Annual Management Repott out conclusions about the
effectiveness of the disclosute controls and ptocedutes based upon our
evaluation as of the Bvaluation Date.

NRRIT’s othet cettifying officers and I have disclosed, based upon our most recent
evaluation, to NRRITs auditor and the NRRIT Audit Comtnittee:

a. all significant deficiencics in the design ot operation of internal conttols
which could adversely affect NRRIT’s ability to record, process, summatize,




(6)

and tepott financial data and have identified for NRRIT’s auditor any
natetial weaknesses in internal controls; and

b. any fraud, whether or not matetial, that involves management ox othet
employees who have a significant role in NRRIT’s internal controls,

NRRIT’s other certifying officers and T have indicated in this Annual Management
Repott whether there were significant changes in the internal conttols or in othet
factots that could sipnificantly affect internal controls subsequent to the date of out
most tecent evaluation, including any cotrective actions with regard to significant
deficiencies and matetial weaknesses.

151 )0 ;{ﬂw O Al

January 31,2010 Grace A, Ressler
Seniot Operating Officer




Senior Accounting Officet’s Certification
of the National Railroad Retirement Investment Trust’s
Process of Financial Reporting And
System of Internal Contsols

1, Neil F. Kotras, Senior Accounting Officer of the National Railtoad Retirement Investment Tiust
(“NRRIT™), cettify that:

(1)

@

)

()

®)

I have reviewed the Annual Management Report for Fiscal Year 2009, prepated
putsuant to Section 105 of Public Law 107-90, the Railroad Retitement and
Survivot’s Improvement Act of 2001,

Based on my knowledge, this Annual Management Repott does not contain any
untrue statement of material fact or omiit to state a matetial fact necessary to make
the statements made, in light of the citcumstances undet which the statements wete
made, not misleading with respect to the period covered by this Annual Management
Repott,

Based on my knowledge, the financial statements and other financial information
included as patt of this Anmual Management Report faitly present in all material
tespects the financial position, results of operations and cash flows of NRRIT as of
and for the yeat ended September 30, 2009,

NRRIT’s other certifying officets, the Chief Investment Officet and Senior
Opetating Officer, and I ate responsible for establishing and maintaining effective
disclosute contiols and procedutes for NRRIT and have:

a. designed such disclosure controls and procedures to ensute that matesial
information relating to NRRIT is made known to us by others within
NRRIT, patticulatly during the petiod in which this Annual Managetment
Repozrt was prepared;

b. evaluated the effectiveness of NRRIT’s disclosure controls and procedutes as
of Septembet 30, 2009, (the “Bvaluation Date”); and

c. presented in this Annual Management Repott our conclusions about the
effectiveness of the disclosute controls and procedures based upon out
evaluation as of the Bvaluation Date.

NRRIT’s other cettifying officers and T have disclosed, based upon our most recent
evaluation, to NRRIT’s auditor and the NRRIT Audit Comimittee:

a, all significant deficiencies in the design or operation of internal controls
which could adversely affect NRRI1"s ability to record, process, sutnmatize,




and teport financial data and have identified fox NRRIT’s auditor any
matetial weaknesses in internal controls; and

b. any fraud, whether ot not material, that involves management or other
employees who have a significant tole in NRRIT’s intetnal controls.

(6)  NRRIT’s other certifying officers and I have indicated in this Anoual Managetnent
Repott whether there wete significant changes in the internal controls or in othet
factors that could significantly affect intetnal controls subsequent to the date of our
wmost recent evaluation, including any corrective actions with regard to significant
deficiencies and material weaknesses.

Truaey 3, 2 ALV Vi 2

Januadf 31, 2010 Neil E. Kotras
Senior Accounting Officer
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UNITED STATES OF AMERICA
RAILROAD RETIREMENT BOARD
844 NORTH RUSH STREET
CHICAGO, ILLINOIS 680611-2092

B0OARD MEMBERS:

MICHAEL 8. SCHWARTZ, CHAIRMAN
V.M. SPEAKMAN, JR., LABOR MEMBER
JEROME F. KEVER, MANAGEMENT MEMBER

The Honorable Timothy F. Geithner
Secretary of the Treasury
Washington, D.C. 20220

Dear Mr. Secretary:

In accordance with Section 23(b) of the Railroad Retirement Act of 1974, we certify the
Account Benefits Ratio for fiscal year 2009 to be 5.33.

Chapter 22, Subchapter E, Section 3241 of the Internal Revenue Code of 1986, as added
by Title I, Section 204, of the Railroad Retirement and Survivors’ Improvement Act of
2001, requires that the Secretary of the Treasury determine the Average Account Benefits
Ratio for the 10 most recent fiscal years, and publish a notice in'the Federal Register, no
later than December 1 of each calendar year, stating the rates of tax which are applicable
for the following calendar year for rail employers, employee representatives, and
employees. For your information, we estimate the 10-year Average Account Benefits
Ratio, rounded to the next highest multiple of 0.1, to be 6.8.

Sincerely,

Wd;ﬁﬂ ;/ %Jfa?

Michael S. Schwartz

V. M. Speakman, Jr.

;EZWMJ [

Jerome F. Kever
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Federal Register/ Vol. 74, No, 227/TFriday, November 27, 2009/ Notices

62389

Afrport

Product

Final assembly [ocation

Tuscalcosa Regional Airport, Tuscaloosa, AlBDAMA ..eeeriimicisiin
8t Petarsburg-Clearwaler International Afrport, Clearwalar, Florida ...
Mid-Continent Airport, Wichila, Kansas .........

White Sulphur Springs Alrporl, White Sulphur Springs, Montana; Bl
lings Logan International Alrport, Billings, Montana,

Helsna Reglonal Alrport, Helena, Montana; Bowman Field Alrpon, An-
aconda, Montana.

Helona Reglonal Alrport, Helena, Montana; Bewman Field Alrport, An-
aconda, Moniana,

Helona Reglonal Airport, Helena, Montana; Bowman Field Airport, An-
aconda, Montana,

Mitchelt Municipal Alrport, Mitchsll, South Dakota cuiweserssseame

Muskegan Counly Alrport, Muskegon, Michigan . usswnmismsin .

................. LI

Palladin Light Construclion Qroup
Lighted Glosure “X".

Varlous Products in Terminal
Bullding Construction.

Oshkosh Corporation Alrport Res-
cue and Fireflgiting Vehicle.

Shenvin Willams Pavement Mark-
ing Glass Beada,

Liberty Alrport Systams Regulator

Afrport Lighling Company Edge
Light,

Ridgeline Pipe Manutacluring PVG
Condult.

Crouse Hinds Lighting Equipmant

Rosenbauer Aliport Rescue and
Flrefighting Vehitle.
Olson Industrles Light Base ...

Dexter, Michigan,

Clearwater, Florida.

Oshkosh, Wisconsin,

Victarville, Califeinia and Canby,
Oragon.

Lancaster, New York.

Manlius, Mev York.

Eugene, Oragon.

Mltichell Municlpal Afrport, Mitchali,

ch?ﬁtng, Minnesola.

Atkinson, Nebraska,

Dayton intemational Airport, Dayton, Ohlo

Bowman Fiald Alrporf, Anaconda, Montana ..o

-------- s

Alrtiald 8lgns ...

AQM, inc, Manlius, New York.

Authority: Public Law 1115, Section
1695,

lssuad in Washington, DG, Novembaer 18,
2009,
Frank San Matrtin,

Manager, Airperls Financial Asslstance
Branch.

[FR Doe. EB-28442 Filed 11-25-08; B;45 am]
BILLING CODE P

DEPARTMENT OF THE TREASURY
Internal Revenue Service

Publication of the Tler 2 Tax Rates

AGENCY: Internel Revenue Service {IRS),
Tregsury.
ACTION: Notice.

SUMMARY: Publication of the tler 2 tax
rates for celendar year 2010 as reguired
by section 3241(d] of the Internal
Revenus Cade (26 U.3.C, section 3241),
Tier 2 texes on railroad employees,
employers, and employes
representatives ars one source of
funding for bensfits under the Railroad
Retirement Act,

DATES: The tier 2 tax rates for calendar
year 2010 apply to compensation paid
in calendar year 2010.

FOR FURTHER INFORMATION CONTACT:
Michelle R, Welgelt,
CC:TEGE:EQEG:ET1, Internal Revenue
Service, 1111 Constitution Avenue,
NW., Washington, DC 20224, Telephone
Number (202} 6220047 (not a toll-free
number).

Tier 2 Tax Rates: The tier 2 tax rate
for 2010 under ssction 3201{b} on
employsas is 3.9 percent of
compensetion, The tier 2 tax rate for
2010 under section 3221(b) on
employera is 12.1 percent of

compensetion, The tier 2 tax rate for
2010 under sectlon 3211(b} on employes
represontatives is 12,1 percent of
compensation.

Datedt Novamber 18, 2008,
Nancy Marks,

Divisfon Geunsel/Assuciate Chief Caunsel,
(Tax Bxempt and Government Entities),

[FR Doc. Eg-28331 Filed 11-26-00; 8:45 am]
DILUNG CODE 4830-03-P

DEPARTMENT OF VETERANS
AFFAIRS

Advisory Committee on Disabllity
Compensatlon; Notice of Mesting

The Department of Veterans Affairs
{VA) gives notice under Public Law 82~
483 (Foderal Advisory Commities Act)
that the Advisory Committes on
Disability Compensation will mest on
Dacember 14~15, 2008, in the Carlton
Ballroom at the St. Regis, 923 16th and
K Streets, NW., Washington, DC, from
8:30 a.m. to 5 p.m. each day, The
meeting is opan to the public,

‘The purpose of the Committes is to
advise ihe Secretary of Veterans Affairs
on the maintenancs and periodic
readjustment of the VA Schedule for
Rating Disabilities. The Committes is to
agsemble and review relevant
information relating to the nature and
character of disabilities arising from
service in the Armed Forces, provide an
ongoing assessment of the effectiveness
of the rating schedule and give advice
on the most eppropriate means of
responding to the needs of veterans
relating to disability compensation,

On both days, the Committee will
receive briefings on issues related 1o
compengation for Veterans with service-
connscted dissbiltties and other Veteran

henefits programs, Time will be
allocated for raceiving public comments
on the afternoon of Dacember 14, Public
commenis will be Hmited to three
minutes sach, Individuals wishing to
maka oral statements before the
Commitiee will be accommodated on &
first-come, first-served basis,
Individuals who spaak are invited to
submit 1-2 page summaries of their
commaents at the tims of the meeting for
inclusion in the official meeting record.

The public mey submit written
staternonts for the Commiites's review
to Ms, Ersie Farber, Designated Federal
Officer, Department of Veterans Affairs,
Veterans Benefits Administration
(211A), 810 Vermont Avenue, NW.,
Washington, DC 20420, Any member of
the public wishing to attend the meeting
or seeking additional information
should contact Ms, Farber at (202} 461~
8728 or Ersfe forber@va.gov.

Dated: November 18, 2004,
By Direction of the Sacretary.
Vivian Drake,
Acting Commities Managament Officer,
[FR Doc. E0—24388 Filed 11-26-00; 8:45 am)
BILLING CODE 8320-01-P

DEPARTMENT OF VETERANS
AFFAIRS

Veterans' Rurat Health Advisory
Commiitee; Notice of Meeting

The Department of Veterans Afiairs
(VA) glves notice under Public Law 82—
483 (Feders] Advisory Committes Act)
that the Veterans’ Rural Heslth Advisory
Commuittee will conduct & talsphone
conference call meeting from 2 p.m. to
4 p.m. on Thursday, Decembar 10, 2008,
in Room B44 at VA Cenlral Office, 810
Vermont Avenua, NW,, Washington,
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NRRI T National Railroad Retirement Investment Trust

1250 Eye Street, N.W,, Suite 500, Washington, DC 20005-3930
Phone: 202.589.0100 Fax: 202.589.0200

March 17, 2009

The Honorable Michael Schwartz
Chair

1).S. Railroad Retirement Board
844 N. Rush Street

Chicago, 1. 60611

The Honorable Jerome F, Kever
Management Member

U.S. Railroad Retirement Board
844 N. Rush Street

Chicago, IL 60611

The Honorable V. M. Speakiman, Jt.
Labor Member

U.S. Railroad Retirement Board
844 N, Rush Street

Chicago, IL 60611

Re:  Board of Trustees - Transition

Dear Messts, Schwartz, Kever and Speakmar:

On behalf of the Board of Trustees of the National Raflroad Retirement
Tnvestment Trust, I am writing to report the following developments:

1. The term of Linda Huit as Trustee expired on January 31, 2009,

2. M. Jim Hixon, Executive Vice President Law and Corporate Relations, Norfolk
Southern Corporation, has been appointed to serve on the Board pursuant to
Section 15()(3)(A)ii)(11) of the Railroad Retirement Act of 1974 (the “Act”) as
amended by Public Law 107-90, the Railroad Retirement and Survivors’
Improvement Act of 2001. Mr, Hixon's term commenced on February 1, 2009
and will expire on January 31,2012, In accepting his appointment, Mr, Hixon has
agreed to discharge his duties with respect to the assets of the Trust solely in the
interests of the Railroad Retitement Board and, through it, the participants and
beneficiaries of the programs funded under the Railroad Retirement Act. .




Enclosed for your reference is a copy of the Acceptance by Trustee by which Mr.
Hixon formally accepted his appointment to the Board.

3. Mt. George J. Francisco, Jr., President, National Conference of Firemen and
Oilers/SEIU, has been appointed to serve a new term on the Board pursuant to
Section 15()(3)(A)(ii)(D) of the Railroad Retirement Act of 1974 (the “Act™) as
amended by Public Law 107-90, the Railroad Retirement and Survivors’
Improvement Act of 2001, Mr, Francisco’s term commenced on February I,
2009 and will expire on January 31, 2012, In accepting his appointment, Mr.
Francisco has agreed to discharge his duties with respect to the assets of the Trust
solely in the interests of the Railroad Retirement Board and, through it, the
participants and beneficiaries of the programs funded under the Railroad
Retirement Act. Enclosed for your reference is a copy of the Acceptance by
Trustee by which Mr. Francisco formally accepted his appointment to the Board.

We look forward fo continued cooperation with you in maintaining the strength of
the railroad retirement system for the benefit of rail workers and their families, rail
retirees, and the rail industry as a whole.

Sincerely,

i radnl

Bernie Gutschewski
Chair

Enclosures




ACCEPTANCE BY TRUSTEE
OF THE NATIONAL RAILROAD RETIREMENT INVESTMENT TRUST

The National Railroad Retirement Investment Trust (the "Trust") was established,
effective February 1, 2002, pursuant to Section 15(j) of the Railroad Retirement Act of 1974 (the
"Act™), as most recently amended by Public Law 107-90, the Railroad Retirement and Survivors'
Act 0f 2001 (the “2001 Act”™). Pursuant to the Act, a Board of Trustees (the "Board"}) is to be
established to assume fiduciaty responsibility for the operation of the Trust.

Pursuant to Section 15()(3)(A)(ii) of the Act, the undersigned individual has been
appointed as a trustee (the "Trustee”™) of the Trust, by either: (a) the joint recommendation of
labor organizations, national in scope, organized in accordance with section 2 of the Railway
Labor Act and yepresenting at least 2/3 of all active employees represented by such national
labor organizations covered under the Act; or (b) catriers as defined in section 1 of the Railway
Labor Act employing at least 2/3 of all active employees covered under the Act,

The undessigned Trustee has reviewed Section 15(j) of the Act as well as a copy of the
proposed Bylaws of the Trust. The Trustee understands the duties and responsibilities of serving
on the Board, including his fiduciary obligations to the Trust, Specifically, under the Act, cach
Trustee is required to discharge his fiductary duties sofely in the interest of the Railroad
Retirement Board, and through it, the participants and beneficiaties of the programs funded
under the Act, (i) for the exclusive purpose of providing benefits to participants and beneficiaries
and defraying reasonable plan expenses, (i) with the care, skill, prudence and diligence under
the circumstances then prevailing that a prudent person in a like capacity and familiar with such
matters would use in the conduct of an enterprise of a like character and with like aims )
(including, by diversifying investments), and (iii) in accordance with the Trust's governing
documents,

Tn addition, the undersigned recognizes that the Act imposes conflict of interest
restrictions intended to prevent the Trustees from (i) dealing with the assets of the Trust in their
own interests, (ii) acting in any transaction involving the assets of the Trust on behalf of a party
whose interests are adverse to the interests of the Trust, and (iif) receiving any consideration for
their own personal account from any party dealing with the assets of the Trust.

Understanding all of the foregoing duties and responsibilitics of this position, the

undersigned individual hereby agrees to serve as a Trustee of the Trust, effective February 1,
2009,

A O A/ﬁ,ag

Jimt Hixon
Tiustee




ACCEPTANCE BY TRUSTEL
OF THE NATIONAL RAILROAD RETIREMENT INVESTMENT TRUST

The National Railroad Retirement Investment Trust (the "Trust") was established,
effective February 1, 2002, pursuant to Section 15(j) of the Railroad Retirement Act of 1974 (the
"Act"), as most recently amended by Public Law 107-90, the Railroad Retirement and Survivors'
Act of 2001 (the “2001 Act”), Pursuant fo the Act, a Board of Trustees (the "Board") is to be
established to assume fiduciary responsibility for the operation of the Trust.

Pursuant to Section 15G)3)(A)(ii) of the Act, the undersigned individual has been
appointed as a trustee (the "Trustee") of the Trust, by either: (a) the joint recommendation of
labor organizations, national in scope, organized in accordance with section 2 of the Railway
Labor Act and representing at least 2/3 of all active employees represented by such national
labor organizations covered under the Act; or (b) carriers as defined in section 1 of the Railway
Labor Act employing at least 2/3 of all active employees covered under the Act,

The undersigned Trustee has reviewed Section 15(j) of the Act as well as a copy of the
proposed Bylaws of the Trust. The Tiustee understands the dutics and responsibilities of serving
on the Board, including his fiduciary obligations to the Trust, Specifically, under the Act, each
Trustee is required to discharge his fiduciary duties solely in the interest of the Railroad
Retirement Board, and through it, the participants and beneficiaries of the programs funded
under the Act, (i) for the exclusive purpose of providing benefits to participants and beneficiaries
and defraying reasonable plan expenses, (if) with the care, skill, prudence and diligence under
the circumstances then prevailing that a prudent person in a like capacity and familiar with such
matters would use in the conduct of an enterprise of a like character and with like aims
(including, by diversifying investmenis), and (iii) in accordance with the Trust's governing
documents.

In addition, the undersigned recognizes that the Act imposes conflict of interest
restrictions intended to prevent the Trustees from (i) dealing with the assets of the Trust in their
own interests, (il) acting in any transaction involving the assets of the Trust on behalf of a party
whose interests are adverse to the interests of the Trust, and (iii) receiving any consideration for
their own personal account from any party dealing with the assets of the Trust.

Understanding all of the foregoing duties and responsibilities of this position, the
undersigned individual hereby agrees to serve as a Trustee of the Trust, effective February 1,

Trustee
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NATIONAL RAILROAD RETIREMENT INVESTMENT TRUST

BOARD OF TRUSTEES
FEBRUARY 1, 2009 T0 JANUARY 31, 2010

BIOGRAPHICAL INFORMATION

CHAIR: Bernie Gutschewski is Vice President for Taxes for Union Pacific
Corporation. An attorney and certified public accountant, he has worked for more than
35 years in senior financial positions, first in public accounting and at the Union Pacific
Corporation. In his current pasition, he leads a departmenf of more than 40
professionals that manage the federal tax, state tax, ERISA, railroad retirement and
other related responsibilities of one of America’s largest public corporations. He
oversees work on the structuring and compliance of the Corporation’s obligations under
railroad retirement and, for its private plans, under ERISA. Union Pacific Corporation,
the nation’s largest railroad, is also the largest contributor of funding to the railroad
retirement system. In addition, Mr. Gutschewski is a member of the Union Pacific
Corporation Pension Investment Committee that has responsibility for private pension
plan assets of almost $2 billion under internal management. Mr. Gutschewski was one
of the primary negotiators in the labor-management agreement signed in January 2000
that led to the passage of the Railroad Retirement and Survivors’ Improvement Act of
2001. Mr. Gutschewski also served a one-year term on NRRIT's founding Board from
February 1, 2002 to January 31, 2003 and served a three-year term from February 1,
2004 through January 31, 2007.

Walter A. Barrows is International Secretary-Treasurer of the Brotherhood of Raiiroad
Signalmen (BRS). He was elected to this position in 1999 and reelected in 2002 and
2006. He started his railroad career in 1974 with the Norfolk & Western Railroad and
later served the BRS as the General Chairman and General Secretary-Treasurer for the

Norfolk Southern General Committee. Prior to being elected as International Secretary-



. Treasurer, he served as a Trustee on BRS' Grand Board of Trustees. He attended Kent
State University and the George Meany Center for Labor Studies (National Labor
College). He currently serves as Trustee of the BRS 401(k) pian. As BRS' International
Secretary-Treasurer, he has primary responsibility for BRS finances and oversees all
BRS investments, Mr. Barrows has served on the Board since February 1, 2004.

George J. Francisco, Jr. is President of the National Conference of Firemen & Oilers,
SEIU (NCFO), as well as Vice President of Local 32BJ, SEIU, representing more than
120,000 members. During his more than 30 years with NCFO, he has served as the
President and Chief Financial Officer of System Councii 2 and Conference Vice
President, before becoming Conference Secretary-Treasurer in 1996. As NCFO
President since January 1998, he has extensive experience serving as a trustee of a
number of union pensions, 401(k) and health and welfare funds, including the Affiliates’
Officers and Employees Pension and the Supplemental Retirement Savings (401(k))
plans of the 1.5 million-member SEIU, as well as the Firemen and Oilers National
Pension and Welfare Plan. Mr. Francisco holds a BS degree from the University of

Dubuque. Mr. Francisco has served on the Board since February 1, 2002

James A. Hixon is Executive Vice President Law and Corporate Relations of Norfolk
Southern Corporation. Prior to assuming this position, he was Executive Vice President
Finance and Public Affairs of the Corporation. Mr. Hixon is an attorney with a master of
Jaws degree in taxation. His undergraduate major was in business administration and
finance. He has almost 30 years of professional experience, first in the private practice
of law, and for the past 25 years, in senior finance and administration positions at
Norfolk Southern. In addition to his structuring and compliance responsibilities for
railroad retirement at Norfolk Southern and his role with respect to the Corporation's
private pension plan assets of $1.8 billion, Mr. Hixon was one of four members of the
Conrail Pension Fund Investment Committee from 1998 to 2006, with fiduciary
responsibility for Pension Trust assets of $575 million. Further, he has served as Board

Member of the Board of Visitors of Old Dominion University since July 2002, and

2




recently served as Rector from September 2004 to September 2006. Mr. Hixon was
one of the primary negotiators of the labor-management agreement signed in January
2000 that led to the passage of the Railroad Retirement and Survivors’ Improvement
Act of 2001.

John W. MacMurray was selected in May 15, 2002 as the independent member of the
Board of Trustees of the National Railroad Retirement Investment Trust. He is a retired
Vice President of Pension and Benefit Investments for RIR Nabisco, where he served
from 1989-1998. In this capacity, he was responsible for all aspects of pension fund
and savings plan investments for RJR Nabisco with assets totaling more than $6 billion.
Mr. MacMurray has 33 years experience in managing large pools of investment assets
and, prior to his positions with RIR Nabisco, served in a similar capacity for the Bell
Atlantic Corporation and several of its predecessor corporations. He has a degree in
finance, and subsequently earned his CFA. In addition, Mr. MacMurray has served on
several investment committees of not-for-profit institutions. In the 1990s, he served on
the Board of Pensions of the Presbyterian Church USA. In the 2000s Mr. MacMurray
served on the endowment committee of Lehigh University and chaired the endowment
committee of his church. In addition, to his corporate investment management work,
Mr. MacMurray has been a Director and Chairman of SEPTA, the Philadelphia regional

transit system. Mr. MacMurray has served on the Board since February 1, 2002.

Joel Parker is Special Assistant to the President and International Vice President of the
Transportation Communications International Union (TCU)/IAM. He was elected to the
International Vice President position in 1991, and reelected in 1995, 1999, 2004 and
2009. The Transportation Communications International Union is one of the oldest,
largest, and most diversified unions in the transportation industry, tracing its
representation of railroad workers back to 1899. Today, the union represents 46,000
active railroad workers and 13,000 retirees that are covered by the railroad retirement
program. In 2005, TCU merged with the International Association of Machinists, which

has approximately 700,000 active and retired members. Mr. Parker, who has 36 years

3



of experience within the railroad industry, has been active in union leadership for 33
years of this period. At the TCU, Mr. Parker has primary responsibility for collective
bargaining, arbitration, and pension issues. In addition, Mr. Parker serves as Trustee of
the Los Angeles County MTA pension plan with over $600 million in assets, the Los
Angeles County TCU Health and Welfare Plan, and the TCU 401(k) Plan. Mr. Parker
was one of the primary negotiators in the labor-management agreement signed in
January 2000 that led to the passage of the Railroad Retirement and Survivors’
Improvement Act of 2001. Mr. Parker has served on the Board since February 1, 2002,

William H. Sparrow is a retired Finance officer of CSX Corporation, which he has
continued to serve in a variety of consulting roles, most recently as a member of the
Board of Managers of the Greenbriar Sporting Ciub. In his last position before
retirement, he was Senior Vice President, Investment Planning, with responsibility for
the firm’s capital programs and capital structure, During his thirty-plus year career at
CSX and its predecessors, he was Vice President and Treasurer for nine years, with
responsibility for overseeing the investment of the company’s $1.5 billion of employee
benefit assets. He is a liberal arts graduate of John Hopkins University, with a
concentration in economics. A resident of Richmond, VA, he has served as treasurer of
a variety of charitable and civic organizations, and has been chairman of the
Investment Committee of the James Madison University Foundation for nine years. Mr.

Sparrow has served on the Board since February 1, 2007.




NATIONAL RAILROAD RETIREMENT INVESTMENT TRUST
BIOGRAPHICAL INFORMATION

INVESTMENT STAFF AS oOF DECEMBER 31, 2009
Senior Staff

Catherine A. Lynch was named the Chief Executive Officer/Chief Investment Officer
on January 29, 2008. From February 1, 2003 to that date, Ms. Lynch served as the
Trust’s Senior Investment Officer. She joined the Trust from the George Washington
University, where she was responsible for the University’s approximately $65¢ million
endowment, increasing its policy allocation to alternative investments from 5% to 30%;
she also handled a total of approximately $560 million in debt issuance for the
University. Before joining GWU, she served as Assistant Treasurer of the Episcopal
Church of America from 1995 through 1999, brought in as part of a new financial
management team to overhaul financial operations and oversee approximately $325
million in endowment and charitable trust funds. She earned the CFA designation in

1986, and holds an undergraduate degree in philosophy from Yale University.

Grace A. Ressler has served the Trust as its Senior Operating Officer since October 1,
2002. Ms. Ressler has more than 30 years of treasury and investment management
experience, including 13 years at Amtrak, where she served as Senior Director of
Treasury Operations. In this capacity, Ms. Ressler was responsible for corporate
treasury operations, including investment of corporate funds and oversight of the
Amtrak defined benefit plan. Prior to joining Amtrak, Ms. Ressler was the Vice
President and Treasurer of the J. C. Penney Financial Corporation, where she managed
the direct-issue commercial paper program for the company. Ms. Ressler holds the
Certified Treasury Professional (CTP) designation; she obtained an undergraduate
degree from West Chester University and an MBA from the Baruch College of the City

University of New York.



David J. Locke On January 29, 2008, Mr. Locke was named Senior Managing Director
of Investments for the Trust. He initially joined the Trust on August 4, 2003 as its
Director of Private Equity, and was named Managing Director of Global Private Markets
on October 1, 2006. Mr. Locke has more than 25 years of experience in financial
analysis, including thirteen years of experience in private equity investments. Prior to
joining the Trust, Mr. Locke was a Principal with Prudential Investment Management,
where he was responsible for Prudential’s private equity fund-of-funds investment
team, handling the identification, selection and monitoring of fund investments.
Previously, Mr. Locke was the Senior Investment Officer for Alternative Assets at the
Los Angeles County Employees Retirement Association (LACERA) from 1993 until 2000;
in that capacity he was responsible for LACERA’s private equity investment program.
Mr. Locke holds a BS degree in finance from California State University and an MBA with

honors from the University of Southern California.

Neil E. Kotras has served as the Trust’s Senior Accounting Officer since April 25, 2006.
Prior to joining the Trust, Mr. Kotras worked at T. Rowe Price Associates where he was
responsible for financial reporting and accounting policy for all T. Rowe Price mutual
fund products. Previously, he worked with PricewaterhouseCoopers where he managed
several large financial services audit engagements. Neil received an undergraduate
degree from Loycla College in Maryland in 1997 and an MBA from the Robert H. Smith
School of Business at the University of Maryland in 2007. Neil is a Certified Public

Accountant.

Other Staff Members (in alphabetical order)

Annita Biondo On October 1, 2007, the Trust hired Annita Biondo to serve as a
Financial Analyst — Operations and Accounting. Prior to joining the Trust, Ms. Biondo
worked as a Tax Associate at RSM McGladrey. Previously, she worked at General

Motors and other corporations in finance and human resources., Ms. Biondo received a




BA degree from Indiana University of Pennsylvania and an MBA degree from

Marymount University.

Liz Fisher On December 3, 2007, Liz Fisher joined the Trust as Senior Investment
Analyst — Real Assets, Prior to joining the Trust, Ms. Fisher was a Senior Investment
Analyst with the State Retirement and Pension System of Maryland, where she was
responsible for providing oversight of the System’s fixed income and real estate
managers. In addition, from 1993 to 2005, she worked for Legg Mason Wood Walker,
Inc., with the majority of her tenure as a credit analyst and strategist in the Fixed
Income Capital Markets group. Ms. Fisher is a CFA charterholder and earned a BS

degree in business at the University of Maryland,

Cynthia Gibbs joined the Trust on May 1, 2008 as Office Manager. Prior to joining the
Trust, Ms. Gibbs worked for more than twenty years in the health care industry in south
Florida and Ohio, most recently as Coordinator of Leadership Development and Career
Resources for a large healthcare provider in Northeast Ohio. Ms. Gibbs earned a BA in

communications from Florida Atlantic University.

Taekyung Han On November 1, 2006, Taekyung Han joined the Trust as Investment
Analyst for Program Measurement and Analysis. Mr. Han currently serves as Senior
Investment Analyst focused on the Trust's marketable securities investment managers.
Prior to joining the Trust, Mr. Han worked in the Capital Markets Group at Cambridge

Associates. Mr. Han holds a BA degree in economics from Vassar College.

Barry Kaplan On April 2, 2007, Mr. Kaplan joined the Trust as a Senior Investment
Analyst, focused on Private Markets. Prior to joining the Trust, he worked for Nuveen
Investments, where he was involved in the development and execution of product
strategies in support of their closed-end fund business. Additionally, Mr. Kaplan worked
as an Associate for Duff & Phelps, performing business and asset valuations, Preceding

this role, he completed the Financial Leadership Program at AT&T, working in various
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business units including business development and mergers and acquisitions. He
received an undergraduate degree from the University of Maryland in 1999 and an MBA
from the Kellogg School of Management at Northwestern University in 2005. Mr.
Kaplan is a CFA charterhalder.

Andrew Kim On Qctober 1, 2007, the Trust hired Andrew Kim to serve as Investment
Analyst for Public Markets. Prior to joining the Trust, Mr. Kim worked in the Capital
Markets group at Cambridge Associates. Previously, he worked at Citigroup Asset
Management within the Fixed Income department. Mr. Kim holds a BS in industrial
engineering and operations research from the School of Engineering and Applied

Sciences at Columbia University.

Maureen McCarthy joined the Trust as Administrative Advisor on January 10, 2005,
and on October 1,-2006 she was named as Senior Administrative Advisor. Prior to
joining the Trust, Ms. McCarthy worked at the ICMA Retirement Corporation, where she
managed the pricing, trading and portfolio accounting functions. Ms. McCarthy earned a

BS degree from Regis University.

Kevin McCormack joined the Trust on December 10, 2007, and serves as the Director
of Non-US Equity. Mr. McCormack has over 20 years of investment management
experience. Prior to joining the Trust, he was Vice President for Connors & Company,
an investment consulting firm. Previously, Mr. McCormack was Director of Global
Equity for the DuPont Trust and worked for BellSouth Corp. for ten years as Associate
Director of Trust Asset Management. Before joining BellSouth, he was at the Southern
Company as Manager of Trust Finance and Investments. Mr. McCormack holds an BS
degree with a concentration in finance from the University of Albany and an MBA

degree from Emory University, and he earned the CFA charter in 1997.




Michael A. Reeves joined the Trust on September 1, 2004 as Senior Investment
Advisor of Private Equity. On October 1, 2006, Mr. Reeves was named Director of
Private Markets. Mr. Reeves joined the Trust from FleetBoston Financial Company
where he was an Associate overseeing the bank’s private equity investments.
Previously, he had worked with the State Street Corporation and other entities in the
analysis and monitoring of private equity investments. Mr. Reeves earned a BS degree
in finance from Western New England College and an MBA from the University of San

Francisco.

Clayton Viehweg On February 2, 2005, the Trust hired Clayton Viehweg to serve as
Senior Investment Advisor for Fixed Income. On October 1, 2006, Mr. Viehweg was
named Director - Global Fixed Income. Prior to joining NRRIT, Mr. Viehweg worked at
The World Bank in its Pension and Investments Department and at MedStar Heaith,
where he was responsible for the investment management of its endowment, pension,
and insurance captive portfolios. Mr. Viehweg received a BA in economics from the

University of Maryland and an MBA in finance from Indiana University.

Caixia Ziegler joined the Trust on July 1, 2004 as Senior Investment Advisor for US
Equity, and on October 1, 2006 she was named Director of Global Real Assets. Prior to
joining the Trust, Ms. Ziegler spent six years at United Technologies Corporation, where
she was most recently Manager of Portfolio Investments, overseeing public and private
equity investments for the company’s pension and savings plans. Ms. Ziegler earned
her CFA designation in 2002, She received a BBA degree in international business and
finance from Xiamen University in China, and an MBA in finance from Wake Forest
University. Ms. Ziegler is a member of the CFA Institute and the Urban Land Institute.




National Raifroad Retirement Investment Trust
1250 Eye Street, N.W.
Suite 500
Washington, DC 20005
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and report financial data and have identified for NRRIT’s auditot any
matetial weaknesses in internal controls; and

b, any fraud, whether ot not matetial, that involves management or other
employecs who have a significant role in NRRIT’s intetnal controls.

NRRIT’s other cettifying officers and I have indicated in this Annual Management
Repott whether thete were significant changes in the intetnal controls ot in othet
factots that could significantly affect internal controls subsequent to the date of our
most recent evaluation, inchiding any cotrective actions with regard to significant
deficiencies and material weaknesses.

W31\ to (oM A Ll

January 31, 2010 Catherine A. Lynch
Chief Executive Officer/
Chief Tnvestment Officer




Senior Opetating Officer’s Certification
of the National Railroad Retirement Investment Ttust’s
Process of Financial Reporting And
System of Internal Controls

1, Grace A. Ressler, Senior Opetating Officet of the National Railroad Retirement Investment Trust
(“NRRIT”), certify that:

<)

2

&)

#

()

T have teviewed the Annual Management Repott for Fiscal Year 2009, prepated
putsuant to Section 103 of Public Taw 107-90, the Railtoad Retitement and
Survivor’s Improvement Act of 2001.

Based on my knowledge, this Annual Management Repott does not contain any
untrue statement of material fact or omit to state a matetial fact necessaty to make
the statements made, in light of the citcumstances under which the statements were
made, not misleading with tespect to the period covered by this Annual Management
Repott.

Based on my knowledge, the financial statements and other financial information
included as patt of this Annual Management Report faitly present in all matetial
respects the financial position, results of operations and cash flows of NRRIT as of
and for the year ended September 30, 2009, :

NRRIT’s other cettifying officers, the Chief Investment Officer and Senior
Accounting Officer, and I are tesponsible for establishing and maintaining effective
disclosure controls and procedutes for NRRIT and have:

a, designed such disclosure controls and procedures to ensute that material

' information selating to NRRIT is made known to us by others within
NRRIT, patticularly duting the period in which this Annual Management
Repott was prepared;

b. evaluated the effectiveness of NRRIT’s disclosute controls and procedutes as
of September 30, 2009, (the “Hvaluation Date”); and

c. presented in this Annual Management Repott out conclusions about the
effectiveness of the disclosute controls and ptocedutes based upon our
evaluation as of the Bvaluation Date.

NRRIT’s othet cettifying officers and I have disclosed, based upon our most recent
evaluation, to NRRITs auditor and the NRRIT Audit Comtnittee:

a. all significant deficiencics in the design ot operation of internal conttols
which could adversely affect NRRIT’s ability to record, process, summatize,




(6)

and tepott financial data and have identified for NRRIT’s auditor any
natetial weaknesses in internal controls; and

b. any fraud, whether or not matetial, that involves management ox othet
employees who have a significant role in NRRIT’s internal controls,

NRRIT’s other certifying officers and T have indicated in this Annual Management
Repott whether there were significant changes in the internal conttols or in othet
factots that could sipnificantly affect internal controls subsequent to the date of out
most tecent evaluation, including any cotrective actions with regard to significant
deficiencies and matetial weaknesses.

151 )0 ;{ﬂw O Al

January 31,2010 Grace A, Ressler
Seniot Operating Officer




Senior Accounting Officet’s Certification
of the National Railroad Retirement Investment Trust’s
Process of Financial Reporting And
System of Internal Contsols

1, Neil F. Kotras, Senior Accounting Officer of the National Railtoad Retirement Investment Tiust
(“NRRIT™), cettify that:

(1)

@

)

()

®)

I have reviewed the Annual Management Report for Fiscal Year 2009, prepated
putsuant to Section 105 of Public Law 107-90, the Railroad Retitement and
Survivot’s Improvement Act of 2001,

Based on my knowledge, this Annual Management Repott does not contain any
untrue statement of material fact or omiit to state a matetial fact necessary to make
the statements made, in light of the citcumstances undet which the statements wete
made, not misleading with respect to the period covered by this Annual Management
Repott,

Based on my knowledge, the financial statements and other financial information
included as patt of this Anmual Management Report faitly present in all material
tespects the financial position, results of operations and cash flows of NRRIT as of
and for the yeat ended September 30, 2009,

NRRIT’s other certifying officets, the Chief Investment Officet and Senior
Opetating Officer, and I ate responsible for establishing and maintaining effective
disclosute contiols and procedutes for NRRIT and have:

a. designed such disclosure controls and procedures to ensute that matesial
information relating to NRRIT is made known to us by others within
NRRIT, patticulatly during the petiod in which this Annual Managetment
Repozrt was prepared;

b. evaluated the effectiveness of NRRIT’s disclosure controls and procedutes as
of Septembet 30, 2009, (the “Bvaluation Date”); and

c. presented in this Annual Management Repott our conclusions about the
effectiveness of the disclosute controls and procedures based upon out
evaluation as of the Bvaluation Date.

NRRIT’s other cettifying officers and T have disclosed, based upon our most recent
evaluation, to NRRIT’s auditor and the NRRIT Audit Comimittee:

a, all significant deficiencies in the design or operation of internal controls
which could adversely affect NRRI1"s ability to record, process, sutnmatize,




and teport financial data and have identified fox NRRIT’s auditor any
matetial weaknesses in internal controls; and

b. any fraud, whether ot not material, that involves management or other
employees who have a significant tole in NRRIT’s intetnal controls.

(6)  NRRIT’s other certifying officers and I have indicated in this Anoual Managetnent
Repott whether there wete significant changes in the internal controls or in othet
factors that could significantly affect intetnal controls subsequent to the date of our
wmost recent evaluation, including any corrective actions with regard to significant
deficiencies and material weaknesses.

Truaey 3, 2 ALV Vi 2

Januadf 31, 2010 Neil E. Kotras
Senior Accounting Officer
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UNITED STATES OF AMERICA
RAILROAD RETIREMENT BOARD
844 NORTH RUSH STREET
CHICAGO, ILLINOIS 680611-2092

B0OARD MEMBERS:

MICHAEL 8. SCHWARTZ, CHAIRMAN
V.M. SPEAKMAN, JR., LABOR MEMBER
JEROME F. KEVER, MANAGEMENT MEMBER

The Honorable Timothy F. Geithner
Secretary of the Treasury
Washington, D.C. 20220

Dear Mr. Secretary:

In accordance with Section 23(b) of the Railroad Retirement Act of 1974, we certify the
Account Benefits Ratio for fiscal year 2009 to be 5.33.

Chapter 22, Subchapter E, Section 3241 of the Internal Revenue Code of 1986, as added
by Title I, Section 204, of the Railroad Retirement and Survivors’ Improvement Act of
2001, requires that the Secretary of the Treasury determine the Average Account Benefits
Ratio for the 10 most recent fiscal years, and publish a notice in'the Federal Register, no
later than December 1 of each calendar year, stating the rates of tax which are applicable
for the following calendar year for rail employers, employee representatives, and
employees. For your information, we estimate the 10-year Average Account Benefits
Ratio, rounded to the next highest multiple of 0.1, to be 6.8.

Sincerely,

Wd;ﬁﬂ ;/ %Jfa?

Michael S. Schwartz

V. M. Speakman, Jr.

;EZWMJ [

Jerome F. Kever
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Federal Register/ Vol. 74, No, 227/TFriday, November 27, 2009/ Notices

62389

Afrport

Product

Final assembly [ocation

Tuscalcosa Regional Airport, Tuscaloosa, AlBDAMA ..eeeriimicisiin
8t Petarsburg-Clearwaler International Afrport, Clearwalar, Florida ...
Mid-Continent Airport, Wichila, Kansas .........

White Sulphur Springs Alrporl, White Sulphur Springs, Montana; Bl
lings Logan International Alrport, Billings, Montana,

Helsna Reglonal Alrport, Helena, Montana; Bowman Field Alrpon, An-
aconda, Montana.

Helona Reglonal Alrport, Helena, Montana; Bewman Field Alrport, An-
aconda, Moniana,

Helona Reglonal Airport, Helena, Montana; Bowman Field Airport, An-
aconda, Montana,

Mitchelt Municipal Alrport, Mitchsll, South Dakota cuiweserssseame

Muskegan Counly Alrport, Muskegon, Michigan . usswnmismsin .

................. LI

Palladin Light Construclion Qroup
Lighted Glosure “X".

Varlous Products in Terminal
Bullding Construction.

Oshkosh Corporation Alrport Res-
cue and Fireflgiting Vehicle.

Shenvin Willams Pavement Mark-
ing Glass Beada,

Liberty Alrport Systams Regulator

Afrport Lighling Company Edge
Light,

Ridgeline Pipe Manutacluring PVG
Condult.

Crouse Hinds Lighting Equipmant

Rosenbauer Aliport Rescue and
Flrefighting Vehitle.
Olson Industrles Light Base ...

Dexter, Michigan,

Clearwater, Florida.

Oshkosh, Wisconsin,

Victarville, Califeinia and Canby,
Oragon.

Lancaster, New York.

Manlius, Mev York.

Eugene, Oragon.

Mltichell Municlpal Afrport, Mitchali,

ch?ﬁtng, Minnesola.

Atkinson, Nebraska,

Dayton intemational Airport, Dayton, Ohlo

Bowman Fiald Alrporf, Anaconda, Montana ..o

-------- s

Alrtiald 8lgns ...

AQM, inc, Manlius, New York.

Authority: Public Law 1115, Section
1695,

lssuad in Washington, DG, Novembaer 18,
2009,
Frank San Matrtin,

Manager, Airperls Financial Asslstance
Branch.

[FR Doe. EB-28442 Filed 11-25-08; B;45 am]
BILLING CODE P

DEPARTMENT OF THE TREASURY
Internal Revenue Service

Publication of the Tler 2 Tax Rates

AGENCY: Internel Revenue Service {IRS),
Tregsury.
ACTION: Notice.

SUMMARY: Publication of the tler 2 tax
rates for celendar year 2010 as reguired
by section 3241(d] of the Internal
Revenus Cade (26 U.3.C, section 3241),
Tier 2 texes on railroad employees,
employers, and employes
representatives ars one source of
funding for bensfits under the Railroad
Retirement Act,

DATES: The tier 2 tax rates for calendar
year 2010 apply to compensation paid
in calendar year 2010.

FOR FURTHER INFORMATION CONTACT:
Michelle R, Welgelt,
CC:TEGE:EQEG:ET1, Internal Revenue
Service, 1111 Constitution Avenue,
NW., Washington, DC 20224, Telephone
Number (202} 6220047 (not a toll-free
number).

Tier 2 Tax Rates: The tier 2 tax rate
for 2010 under ssction 3201{b} on
employsas is 3.9 percent of
compensetion, The tier 2 tax rate for
2010 under section 3221(b) on
employera is 12.1 percent of

compensetion, The tier 2 tax rate for
2010 under sectlon 3211(b} on employes
represontatives is 12,1 percent of
compensation.

Datedt Novamber 18, 2008,
Nancy Marks,

Divisfon Geunsel/Assuciate Chief Caunsel,
(Tax Bxempt and Government Entities),

[FR Doc. Eg-28331 Filed 11-26-00; 8:45 am]
DILUNG CODE 4830-03-P

DEPARTMENT OF VETERANS
AFFAIRS

Advisory Committee on Disabllity
Compensatlon; Notice of Mesting

The Department of Veterans Affairs
{VA) gives notice under Public Law 82~
483 (Foderal Advisory Commities Act)
that the Advisory Committes on
Disability Compensation will mest on
Dacember 14~15, 2008, in the Carlton
Ballroom at the St. Regis, 923 16th and
K Streets, NW., Washington, DC, from
8:30 a.m. to 5 p.m. each day, The
meeting is opan to the public,

‘The purpose of the Committes is to
advise ihe Secretary of Veterans Affairs
on the maintenancs and periodic
readjustment of the VA Schedule for
Rating Disabilities. The Committes is to
agsemble and review relevant
information relating to the nature and
character of disabilities arising from
service in the Armed Forces, provide an
ongoing assessment of the effectiveness
of the rating schedule and give advice
on the most eppropriate means of
responding to the needs of veterans
relating to disability compensation,

On both days, the Committee will
receive briefings on issues related 1o
compengation for Veterans with service-
connscted dissbiltties and other Veteran

henefits programs, Time will be
allocated for raceiving public comments
on the afternoon of Dacember 14, Public
commenis will be Hmited to three
minutes sach, Individuals wishing to
maka oral statements before the
Commitiee will be accommodated on &
first-come, first-served basis,
Individuals who spaak are invited to
submit 1-2 page summaries of their
commaents at the tims of the meeting for
inclusion in the official meeting record.

The public mey submit written
staternonts for the Commiites's review
to Ms, Ersie Farber, Designated Federal
Officer, Department of Veterans Affairs,
Veterans Benefits Administration
(211A), 810 Vermont Avenue, NW.,
Washington, DC 20420, Any member of
the public wishing to attend the meeting
or seeking additional information
should contact Ms, Farber at (202} 461~
8728 or Ersfe forber@va.gov.

Dated: November 18, 2004,
By Direction of the Sacretary.
Vivian Drake,
Acting Commities Managament Officer,
[FR Doc. E0—24388 Filed 11-26-00; 8:45 am)
BILLING CODE 8320-01-P

DEPARTMENT OF VETERANS
AFFAIRS

Veterans' Rurat Health Advisory
Commiitee; Notice of Meeting

The Department of Veterans Afiairs
(VA) glves notice under Public Law 82—
483 (Feders] Advisory Committes Act)
that the Veterans’ Rural Heslth Advisory
Commuittee will conduct & talsphone
conference call meeting from 2 p.m. to
4 p.m. on Thursday, Decembar 10, 2008,
in Room B44 at VA Cenlral Office, 810
Vermont Avenua, NW,, Washington,
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NRRI T National Railroad Retirement Investment Trust

1250 Eye Street, N.W,, Suite 500, Washington, DC 20005-3930
Phone: 202.589.0100 Fax: 202.589.0200

March 17, 2009

The Honorable Michael Schwartz
Chair

1).S. Railroad Retirement Board
844 N. Rush Street

Chicago, 1. 60611

The Honorable Jerome F, Kever
Management Member

U.S. Railroad Retirement Board
844 N. Rush Street

Chicago, IL 60611

The Honorable V. M. Speakiman, Jt.
Labor Member

U.S. Railroad Retirement Board
844 N, Rush Street

Chicago, IL 60611

Re:  Board of Trustees - Transition

Dear Messts, Schwartz, Kever and Speakmar:

On behalf of the Board of Trustees of the National Raflroad Retirement
Tnvestment Trust, I am writing to report the following developments:

1. The term of Linda Huit as Trustee expired on January 31, 2009,

2. M. Jim Hixon, Executive Vice President Law and Corporate Relations, Norfolk
Southern Corporation, has been appointed to serve on the Board pursuant to
Section 15()(3)(A)ii)(11) of the Railroad Retirement Act of 1974 (the “Act”) as
amended by Public Law 107-90, the Railroad Retirement and Survivors’
Improvement Act of 2001. Mr, Hixon's term commenced on February 1, 2009
and will expire on January 31,2012, In accepting his appointment, Mr, Hixon has
agreed to discharge his duties with respect to the assets of the Trust solely in the
interests of the Railroad Retitement Board and, through it, the participants and
beneficiaries of the programs funded under the Railroad Retirement Act. .




Enclosed for your reference is a copy of the Acceptance by Trustee by which Mr.
Hixon formally accepted his appointment to the Board.

3. Mt. George J. Francisco, Jr., President, National Conference of Firemen and
Oilers/SEIU, has been appointed to serve a new term on the Board pursuant to
Section 15()(3)(A)(ii)(D) of the Railroad Retirement Act of 1974 (the “Act™) as
amended by Public Law 107-90, the Railroad Retirement and Survivors’
Improvement Act of 2001, Mr, Francisco’s term commenced on February I,
2009 and will expire on January 31, 2012, In accepting his appointment, Mr.
Francisco has agreed to discharge his duties with respect to the assets of the Trust
solely in the interests of the Railroad Retirement Board and, through it, the
participants and beneficiaries of the programs funded under the Railroad
Retirement Act. Enclosed for your reference is a copy of the Acceptance by
Trustee by which Mr. Francisco formally accepted his appointment to the Board.

We look forward fo continued cooperation with you in maintaining the strength of
the railroad retirement system for the benefit of rail workers and their families, rail
retirees, and the rail industry as a whole.

Sincerely,

i radnl

Bernie Gutschewski
Chair

Enclosures




ACCEPTANCE BY TRUSTEE
OF THE NATIONAL RAILROAD RETIREMENT INVESTMENT TRUST

The National Railroad Retirement Investment Trust (the "Trust") was established,
effective February 1, 2002, pursuant to Section 15(j) of the Railroad Retirement Act of 1974 (the
"Act™), as most recently amended by Public Law 107-90, the Railroad Retirement and Survivors'
Act 0f 2001 (the “2001 Act”™). Pursuant to the Act, a Board of Trustees (the "Board"}) is to be
established to assume fiduciaty responsibility for the operation of the Trust.

Pursuant to Section 15()(3)(A)(ii) of the Act, the undersigned individual has been
appointed as a trustee (the "Trustee”™) of the Trust, by either: (a) the joint recommendation of
labor organizations, national in scope, organized in accordance with section 2 of the Railway
Labor Act and yepresenting at least 2/3 of all active employees represented by such national
labor organizations covered under the Act; or (b) catriers as defined in section 1 of the Railway
Labor Act employing at least 2/3 of all active employees covered under the Act,

The undessigned Trustee has reviewed Section 15(j) of the Act as well as a copy of the
proposed Bylaws of the Trust. The Trustee understands the duties and responsibilities of serving
on the Board, including his fiduciary obligations to the Trust, Specifically, under the Act, cach
Trustee is required to discharge his fiductary duties sofely in the interest of the Railroad
Retirement Board, and through it, the participants and beneficiaties of the programs funded
under the Act, (i) for the exclusive purpose of providing benefits to participants and beneficiaries
and defraying reasonable plan expenses, (i) with the care, skill, prudence and diligence under
the circumstances then prevailing that a prudent person in a like capacity and familiar with such
matters would use in the conduct of an enterprise of a like character and with like aims )
(including, by diversifying investments), and (iii) in accordance with the Trust's governing
documents,

Tn addition, the undersigned recognizes that the Act imposes conflict of interest
restrictions intended to prevent the Trustees from (i) dealing with the assets of the Trust in their
own interests, (ii) acting in any transaction involving the assets of the Trust on behalf of a party
whose interests are adverse to the interests of the Trust, and (iif) receiving any consideration for
their own personal account from any party dealing with the assets of the Trust.

Understanding all of the foregoing duties and responsibilitics of this position, the

undersigned individual hereby agrees to serve as a Trustee of the Trust, effective February 1,
2009,

A O A/ﬁ,ag

Jimt Hixon
Tiustee




ACCEPTANCE BY TRUSTEL
OF THE NATIONAL RAILROAD RETIREMENT INVESTMENT TRUST

The National Railroad Retirement Investment Trust (the "Trust") was established,
effective February 1, 2002, pursuant to Section 15(j) of the Railroad Retirement Act of 1974 (the
"Act"), as most recently amended by Public Law 107-90, the Railroad Retirement and Survivors'
Act of 2001 (the “2001 Act”), Pursuant fo the Act, a Board of Trustees (the "Board") is to be
established to assume fiduciary responsibility for the operation of the Trust.

Pursuant to Section 15G)3)(A)(ii) of the Act, the undersigned individual has been
appointed as a trustee (the "Trustee") of the Trust, by either: (a) the joint recommendation of
labor organizations, national in scope, organized in accordance with section 2 of the Railway
Labor Act and representing at least 2/3 of all active employees represented by such national
labor organizations covered under the Act; or (b) carriers as defined in section 1 of the Railway
Labor Act employing at least 2/3 of all active employees covered under the Act,

The undersigned Trustee has reviewed Section 15(j) of the Act as well as a copy of the
proposed Bylaws of the Trust. The Tiustee understands the dutics and responsibilities of serving
on the Board, including his fiduciary obligations to the Trust, Specifically, under the Act, each
Trustee is required to discharge his fiduciary duties solely in the interest of the Railroad
Retirement Board, and through it, the participants and beneficiaries of the programs funded
under the Act, (i) for the exclusive purpose of providing benefits to participants and beneficiaries
and defraying reasonable plan expenses, (if) with the care, skill, prudence and diligence under
the circumstances then prevailing that a prudent person in a like capacity and familiar with such
matters would use in the conduct of an enterprise of a like character and with like aims
(including, by diversifying investmenis), and (iii) in accordance with the Trust's governing
documents.

In addition, the undersigned recognizes that the Act imposes conflict of interest
restrictions intended to prevent the Trustees from (i) dealing with the assets of the Trust in their
own interests, (il) acting in any transaction involving the assets of the Trust on behalf of a party
whose interests are adverse to the interests of the Trust, and (iii) receiving any consideration for
their own personal account from any party dealing with the assets of the Trust.

Understanding all of the foregoing duties and responsibilities of this position, the
undersigned individual hereby agrees to serve as a Trustee of the Trust, effective February 1,

Trustee
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NATIONAL RAILROAD RETIREMENT INVESTMENT TRUST

BOARD OF TRUSTEES
FEBRUARY 1, 2009 T0 JANUARY 31, 2010

BIOGRAPHICAL INFORMATION

CHAIR: Bernie Gutschewski is Vice President for Taxes for Union Pacific
Corporation. An attorney and certified public accountant, he has worked for more than
35 years in senior financial positions, first in public accounting and at the Union Pacific
Corporation. In his current pasition, he leads a departmenf of more than 40
professionals that manage the federal tax, state tax, ERISA, railroad retirement and
other related responsibilities of one of America’s largest public corporations. He
oversees work on the structuring and compliance of the Corporation’s obligations under
railroad retirement and, for its private plans, under ERISA. Union Pacific Corporation,
the nation’s largest railroad, is also the largest contributor of funding to the railroad
retirement system. In addition, Mr. Gutschewski is a member of the Union Pacific
Corporation Pension Investment Committee that has responsibility for private pension
plan assets of almost $2 billion under internal management. Mr. Gutschewski was one
of the primary negotiators in the labor-management agreement signed in January 2000
that led to the passage of the Railroad Retirement and Survivors’ Improvement Act of
2001. Mr. Gutschewski also served a one-year term on NRRIT's founding Board from
February 1, 2002 to January 31, 2003 and served a three-year term from February 1,
2004 through January 31, 2007.

Walter A. Barrows is International Secretary-Treasurer of the Brotherhood of Raiiroad
Signalmen (BRS). He was elected to this position in 1999 and reelected in 2002 and
2006. He started his railroad career in 1974 with the Norfolk & Western Railroad and
later served the BRS as the General Chairman and General Secretary-Treasurer for the

Norfolk Southern General Committee. Prior to being elected as International Secretary-



. Treasurer, he served as a Trustee on BRS' Grand Board of Trustees. He attended Kent
State University and the George Meany Center for Labor Studies (National Labor
College). He currently serves as Trustee of the BRS 401(k) pian. As BRS' International
Secretary-Treasurer, he has primary responsibility for BRS finances and oversees all
BRS investments, Mr. Barrows has served on the Board since February 1, 2004.

George J. Francisco, Jr. is President of the National Conference of Firemen & Oilers,
SEIU (NCFO), as well as Vice President of Local 32BJ, SEIU, representing more than
120,000 members. During his more than 30 years with NCFO, he has served as the
President and Chief Financial Officer of System Councii 2 and Conference Vice
President, before becoming Conference Secretary-Treasurer in 1996. As NCFO
President since January 1998, he has extensive experience serving as a trustee of a
number of union pensions, 401(k) and health and welfare funds, including the Affiliates’
Officers and Employees Pension and the Supplemental Retirement Savings (401(k))
plans of the 1.5 million-member SEIU, as well as the Firemen and Oilers National
Pension and Welfare Plan. Mr. Francisco holds a BS degree from the University of

Dubuque. Mr. Francisco has served on the Board since February 1, 2002

James A. Hixon is Executive Vice President Law and Corporate Relations of Norfolk
Southern Corporation. Prior to assuming this position, he was Executive Vice President
Finance and Public Affairs of the Corporation. Mr. Hixon is an attorney with a master of
Jaws degree in taxation. His undergraduate major was in business administration and
finance. He has almost 30 years of professional experience, first in the private practice
of law, and for the past 25 years, in senior finance and administration positions at
Norfolk Southern. In addition to his structuring and compliance responsibilities for
railroad retirement at Norfolk Southern and his role with respect to the Corporation's
private pension plan assets of $1.8 billion, Mr. Hixon was one of four members of the
Conrail Pension Fund Investment Committee from 1998 to 2006, with fiduciary
responsibility for Pension Trust assets of $575 million. Further, he has served as Board

Member of the Board of Visitors of Old Dominion University since July 2002, and

2




recently served as Rector from September 2004 to September 2006. Mr. Hixon was
one of the primary negotiators of the labor-management agreement signed in January
2000 that led to the passage of the Railroad Retirement and Survivors’ Improvement
Act of 2001.

John W. MacMurray was selected in May 15, 2002 as the independent member of the
Board of Trustees of the National Railroad Retirement Investment Trust. He is a retired
Vice President of Pension and Benefit Investments for RIR Nabisco, where he served
from 1989-1998. In this capacity, he was responsible for all aspects of pension fund
and savings plan investments for RJR Nabisco with assets totaling more than $6 billion.
Mr. MacMurray has 33 years experience in managing large pools of investment assets
and, prior to his positions with RIR Nabisco, served in a similar capacity for the Bell
Atlantic Corporation and several of its predecessor corporations. He has a degree in
finance, and subsequently earned his CFA. In addition, Mr. MacMurray has served on
several investment committees of not-for-profit institutions. In the 1990s, he served on
the Board of Pensions of the Presbyterian Church USA. In the 2000s Mr. MacMurray
served on the endowment committee of Lehigh University and chaired the endowment
committee of his church. In addition, to his corporate investment management work,
Mr. MacMurray has been a Director and Chairman of SEPTA, the Philadelphia regional

transit system. Mr. MacMurray has served on the Board since February 1, 2002.

Joel Parker is Special Assistant to the President and International Vice President of the
Transportation Communications International Union (TCU)/IAM. He was elected to the
International Vice President position in 1991, and reelected in 1995, 1999, 2004 and
2009. The Transportation Communications International Union is one of the oldest,
largest, and most diversified unions in the transportation industry, tracing its
representation of railroad workers back to 1899. Today, the union represents 46,000
active railroad workers and 13,000 retirees that are covered by the railroad retirement
program. In 2005, TCU merged with the International Association of Machinists, which

has approximately 700,000 active and retired members. Mr. Parker, who has 36 years
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of experience within the railroad industry, has been active in union leadership for 33
years of this period. At the TCU, Mr. Parker has primary responsibility for collective
bargaining, arbitration, and pension issues. In addition, Mr. Parker serves as Trustee of
the Los Angeles County MTA pension plan with over $600 million in assets, the Los
Angeles County TCU Health and Welfare Plan, and the TCU 401(k) Plan. Mr. Parker
was one of the primary negotiators in the labor-management agreement signed in
January 2000 that led to the passage of the Railroad Retirement and Survivors’
Improvement Act of 2001. Mr. Parker has served on the Board since February 1, 2002,

William H. Sparrow is a retired Finance officer of CSX Corporation, which he has
continued to serve in a variety of consulting roles, most recently as a member of the
Board of Managers of the Greenbriar Sporting Ciub. In his last position before
retirement, he was Senior Vice President, Investment Planning, with responsibility for
the firm’s capital programs and capital structure, During his thirty-plus year career at
CSX and its predecessors, he was Vice President and Treasurer for nine years, with
responsibility for overseeing the investment of the company’s $1.5 billion of employee
benefit assets. He is a liberal arts graduate of John Hopkins University, with a
concentration in economics. A resident of Richmond, VA, he has served as treasurer of
a variety of charitable and civic organizations, and has been chairman of the
Investment Committee of the James Madison University Foundation for nine years. Mr.

Sparrow has served on the Board since February 1, 2007.




NATIONAL RAILROAD RETIREMENT INVESTMENT TRUST
BIOGRAPHICAL INFORMATION

INVESTMENT STAFF AS oOF DECEMBER 31, 2009
Senior Staff

Catherine A. Lynch was named the Chief Executive Officer/Chief Investment Officer
on January 29, 2008. From February 1, 2003 to that date, Ms. Lynch served as the
Trust’s Senior Investment Officer. She joined the Trust from the George Washington
University, where she was responsible for the University’s approximately $65¢ million
endowment, increasing its policy allocation to alternative investments from 5% to 30%;
she also handled a total of approximately $560 million in debt issuance for the
University. Before joining GWU, she served as Assistant Treasurer of the Episcopal
Church of America from 1995 through 1999, brought in as part of a new financial
management team to overhaul financial operations and oversee approximately $325
million in endowment and charitable trust funds. She earned the CFA designation in

1986, and holds an undergraduate degree in philosophy from Yale University.

Grace A. Ressler has served the Trust as its Senior Operating Officer since October 1,
2002. Ms. Ressler has more than 30 years of treasury and investment management
experience, including 13 years at Amtrak, where she served as Senior Director of
Treasury Operations. In this capacity, Ms. Ressler was responsible for corporate
treasury operations, including investment of corporate funds and oversight of the
Amtrak defined benefit plan. Prior to joining Amtrak, Ms. Ressler was the Vice
President and Treasurer of the J. C. Penney Financial Corporation, where she managed
the direct-issue commercial paper program for the company. Ms. Ressler holds the
Certified Treasury Professional (CTP) designation; she obtained an undergraduate
degree from West Chester University and an MBA from the Baruch College of the City

University of New York.



David J. Locke On January 29, 2008, Mr. Locke was named Senior Managing Director
of Investments for the Trust. He initially joined the Trust on August 4, 2003 as its
Director of Private Equity, and was named Managing Director of Global Private Markets
on October 1, 2006. Mr. Locke has more than 25 years of experience in financial
analysis, including thirteen years of experience in private equity investments. Prior to
joining the Trust, Mr. Locke was a Principal with Prudential Investment Management,
where he was responsible for Prudential’s private equity fund-of-funds investment
team, handling the identification, selection and monitoring of fund investments.
Previously, Mr. Locke was the Senior Investment Officer for Alternative Assets at the
Los Angeles County Employees Retirement Association (LACERA) from 1993 until 2000;
in that capacity he was responsible for LACERA’s private equity investment program.
Mr. Locke holds a BS degree in finance from California State University and an MBA with

honors from the University of Southern California.

Neil E. Kotras has served as the Trust’s Senior Accounting Officer since April 25, 2006.
Prior to joining the Trust, Mr. Kotras worked at T. Rowe Price Associates where he was
responsible for financial reporting and accounting policy for all T. Rowe Price mutual
fund products. Previously, he worked with PricewaterhouseCoopers where he managed
several large financial services audit engagements. Neil received an undergraduate
degree from Loycla College in Maryland in 1997 and an MBA from the Robert H. Smith
School of Business at the University of Maryland in 2007. Neil is a Certified Public

Accountant.

Other Staff Members (in alphabetical order)

Annita Biondo On October 1, 2007, the Trust hired Annita Biondo to serve as a
Financial Analyst — Operations and Accounting. Prior to joining the Trust, Ms. Biondo
worked as a Tax Associate at RSM McGladrey. Previously, she worked at General

Motors and other corporations in finance and human resources., Ms. Biondo received a




BA degree from Indiana University of Pennsylvania and an MBA degree from

Marymount University.

Liz Fisher On December 3, 2007, Liz Fisher joined the Trust as Senior Investment
Analyst — Real Assets, Prior to joining the Trust, Ms. Fisher was a Senior Investment
Analyst with the State Retirement and Pension System of Maryland, where she was
responsible for providing oversight of the System’s fixed income and real estate
managers. In addition, from 1993 to 2005, she worked for Legg Mason Wood Walker,
Inc., with the majority of her tenure as a credit analyst and strategist in the Fixed
Income Capital Markets group. Ms. Fisher is a CFA charterholder and earned a BS

degree in business at the University of Maryland,

Cynthia Gibbs joined the Trust on May 1, 2008 as Office Manager. Prior to joining the
Trust, Ms. Gibbs worked for more than twenty years in the health care industry in south
Florida and Ohio, most recently as Coordinator of Leadership Development and Career
Resources for a large healthcare provider in Northeast Ohio. Ms. Gibbs earned a BA in

communications from Florida Atlantic University.

Taekyung Han On November 1, 2006, Taekyung Han joined the Trust as Investment
Analyst for Program Measurement and Analysis. Mr. Han currently serves as Senior
Investment Analyst focused on the Trust's marketable securities investment managers.
Prior to joining the Trust, Mr. Han worked in the Capital Markets Group at Cambridge

Associates. Mr. Han holds a BA degree in economics from Vassar College.

Barry Kaplan On April 2, 2007, Mr. Kaplan joined the Trust as a Senior Investment
Analyst, focused on Private Markets. Prior to joining the Trust, he worked for Nuveen
Investments, where he was involved in the development and execution of product
strategies in support of their closed-end fund business. Additionally, Mr. Kaplan worked
as an Associate for Duff & Phelps, performing business and asset valuations, Preceding

this role, he completed the Financial Leadership Program at AT&T, working in various
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business units including business development and mergers and acquisitions. He
received an undergraduate degree from the University of Maryland in 1999 and an MBA
from the Kellogg School of Management at Northwestern University in 2005. Mr.
Kaplan is a CFA charterhalder.

Andrew Kim On Qctober 1, 2007, the Trust hired Andrew Kim to serve as Investment
Analyst for Public Markets. Prior to joining the Trust, Mr. Kim worked in the Capital
Markets group at Cambridge Associates. Previously, he worked at Citigroup Asset
Management within the Fixed Income department. Mr. Kim holds a BS in industrial
engineering and operations research from the School of Engineering and Applied

Sciences at Columbia University.

Maureen McCarthy joined the Trust as Administrative Advisor on January 10, 2005,
and on October 1,-2006 she was named as Senior Administrative Advisor. Prior to
joining the Trust, Ms. McCarthy worked at the ICMA Retirement Corporation, where she
managed the pricing, trading and portfolio accounting functions. Ms. McCarthy earned a

BS degree from Regis University.

Kevin McCormack joined the Trust on December 10, 2007, and serves as the Director
of Non-US Equity. Mr. McCormack has over 20 years of investment management
experience. Prior to joining the Trust, he was Vice President for Connors & Company,
an investment consulting firm. Previously, Mr. McCormack was Director of Global
Equity for the DuPont Trust and worked for BellSouth Corp. for ten years as Associate
Director of Trust Asset Management. Before joining BellSouth, he was at the Southern
Company as Manager of Trust Finance and Investments. Mr. McCormack holds an BS
degree with a concentration in finance from the University of Albany and an MBA

degree from Emory University, and he earned the CFA charter in 1997.




Michael A. Reeves joined the Trust on September 1, 2004 as Senior Investment
Advisor of Private Equity. On October 1, 2006, Mr. Reeves was named Director of
Private Markets. Mr. Reeves joined the Trust from FleetBoston Financial Company
where he was an Associate overseeing the bank’s private equity investments.
Previously, he had worked with the State Street Corporation and other entities in the
analysis and monitoring of private equity investments. Mr. Reeves earned a BS degree
in finance from Western New England College and an MBA from the University of San

Francisco.

Clayton Viehweg On February 2, 2005, the Trust hired Clayton Viehweg to serve as
Senior Investment Advisor for Fixed Income. On October 1, 2006, Mr. Viehweg was
named Director - Global Fixed Income. Prior to joining NRRIT, Mr. Viehweg worked at
The World Bank in its Pension and Investments Department and at MedStar Heaith,
where he was responsible for the investment management of its endowment, pension,
and insurance captive portfolios. Mr. Viehweg received a BA in economics from the

University of Maryland and an MBA in finance from Indiana University.

Caixia Ziegler joined the Trust on July 1, 2004 as Senior Investment Advisor for US
Equity, and on October 1, 2006 she was named Director of Global Real Assets. Prior to
joining the Trust, Ms. Ziegler spent six years at United Technologies Corporation, where
she was most recently Manager of Portfolio Investments, overseeing public and private
equity investments for the company’s pension and savings plans. Ms. Ziegler earned
her CFA designation in 2002, She received a BBA degree in international business and
finance from Xiamen University in China, and an MBA in finance from Wake Forest
University. Ms. Ziegler is a member of the CFA Institute and the Urban Land Institute.




National Raifroad Retirement Investment Trust
1250 Eye Street, N.W.
Suite 500
Washington, DC 20005
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