RETIREMENT BOARD POLICY

S ERA

Sonoma County Employees’ Retirement Association

WATCH STATUS AND BLACK-OUT PERIOD POLICY

I. PURPOSE

To establish a uniform process for placing a service provider on Watch Status and initiating
a Black-out period during service provider selection or when performance concerns arise.

II. PoLicy

A. Watch Status

1. Definition

Watch Status is when a service provider is under heightened review due to

performance concerns or other risks.

2. Criteria

A service provider may be placed on Watch Status for:

a.

Failure to meet contractual standards, objectives, or performance
expectations

Violations of ethical, legal or regulatory standards
Material changes in ownership or key personnel
Failure to meet reporting or disclosure requirements
Failure to meet performance objectives or goals

Adverse information, developments or trends that may impair current or
future performance

Any other act or omission that creates a material risk regarding the
provider’s ability to perform its obligations

3. Process and Authority

a.
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The Board or Investment Committee may place a service provider on Watch
Status

The service providers shall be notified in writing, including the reason and
required remediation

Watch Status is optional and not required for termination
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d. The typical duration is six months, unless otherwise determined

e. The Board or Investment Committee may terminate, extend, or remove
Watch Status at any time

4. Monitoring and Restrictions

a. Service providers on Watch Status are subject to increased monitoring and
regular reporting to the Board, Investment Committee or staff

b. Progress on remediation will be reported at appropriate intervals

c. For investment managers, no additional funds will be allocated while on
Watch Status, though funds may be withdrawn as needed

B. Black-out Period
1. Definition

A Black-out period is defined as restricting staff and Board communication with
a service provider or candidate firm for a specified time period.

2. Initiation
The Board or Investment Committee will initiate a Black-out period when:

a. A list of candidate firms is presented during a search process or
b. A service provider is on Watch Status or

c. The Board determines restricted communication is in SCERA’s best
interest

3. Communication Restrictions

a. Trustees shall not communicate with specified service providers or
candidate firms on SCERA matters outside Board or Committee meetings
or the Educational Forum

b. Social or entertainment interactions are prohibited, except for open events
where no SCERA business is discussed (e.g. industry conferences)

4. Exceptions and Disclosure

Non SCERA-related communications must be disclosed in writing to the CEO
and the Board in advance, or if timing does not allow to the Chair, or Vice Chair
if the Trustee in question is the Chair.

Adopted: 4/23/2026 Page 2 of 3 Last Reviewed: 4/23/2026



SONOMA COUNTY EMPLOYEES’ RETIREMENT ASSOCIATION
WATCH STATUS AND BLACK-OUT POLICY

5. Definition of Communication

For Black-out periods communications include all forms of oral or written
communication.

6. Conclusion of the Black-out period
The Black-out period ends when:

a. A contract is awarded or the search process ends or
b. The service provider is removed from Watch Status or
c. The Board formally ends the Black-out period
7. Applicability
a. All service providers must receive this policy and agree in writing to
comply

b. Service providers or candidate firms will be informed when they are
subject to a Black-out period

c. All RFPs must include these provisions

d. This policy does not restrict necessary staff communications for routine
business

I[II. REVIEW

The Board shall review this policy at least every three years to ensure that it remains
relevant and appropriate.

IV. HISTORY

The Board adopted this policy on April 23, 2026.
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