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VI.

VII.

VIII.

IX.

AGENDA
ARKANSAS TEACHER RETIREMENT SYSTEM
BOARD OF TRUSTEES

September 25, 2023
11:00 a.m.
1400 West Third Street
Little Rock, AR 72201

*Call to Order/Roll Call. page 1.
*Adoption of Agenda. page 2.
Executive Summary. (Attachment No. 1) page 8.

*Approval of Minutes.

A. *June 5, 2023. (Attachment No. 2) page 17.

B. *June 8, 2023. (Attachment No. 3) page 25.

C. *July 17, 2023, Minutes. (Attachment No. 4) page 27.

Executive Director Report. Mark White, Executive Director (Attachment No. 5)
page 31.

*Commending Hon. Mark Lowery for his service to Arkansas Teacher
Retirement System. Danny Knight, Board Chair

A. *Resolution 2023-32. (Attachment No. 6) page 34.

*Commending Ms. Kelly Davis for her service to Arkansas Teacher Retirement
System. Danny Knight, Chair

A. *Resolution 2023-33. (Attachment No. 7) page 35.

*Commending Mr. Bill Coon for his service and dedication to Arkansas
Teacher Retirement System. Mark White, Executive Director

A. *Resolution 2023-34. (Attachment No. 8) page 36.

Report of Member Interest Amount Waived Under A.C.A. Sec. 24-7-205. None this
reporting period. Mark White, Executive Director

* Action ltem

2023-09-24 12:35:41.148740
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XI.

XIl.

X1

XIV.

XV.

XVI.

Report of Employer Penalties and Interest Waived Under A.C.A. Sec. 24-7-411.
None this reporting period. Mark White, Executive Director

*Authorization to Pay Regular T-DROP Interest for Fiscal Year 2024. Mark
White, Executive Director

A. *Resolution 2023-35. (Attachment No. 9) page 37.

*Authorization to Pay Post 10 year T-DROP Interest for Fiscal Year 2024. Mark
White, Executive Director

A. *Resolution 2023-36. (Attachment No. 10) page 38.

*CBA Incentive Interest Rate on T-DROP Cash Balance Account. Mark White,
Executive Director

A. *Resolution 2023-37. (Attachment No. 11) page 39.
*Extension of ATRS CASH Program for Fiscal Year 2024. Mark White, Executive
Director

A. *Resolution 2023-38. (Attachment No. 12) page 43.

Audit Committee Report.

A. *Election of Chair and Vice Chair.

D. *Appointment of At-Large Member.
1. Glen Grayham, CIE, CFE, CPA,. (Attachment No. 13) page 44.
2. Patty Shipp. (Attachment No. 14) page 47.

E. *Corrected 2023-2024 Audit Plan. (Attachment No. 15) page 49.

F. Update to ATRS Board Policy 1 - Board Governance. (Attachment No. 16)
page 55.

Investment Committee Report.

A. Arkansas Related and Investment Update.
1. List of Fund Closings.
a. LLR Equity Partners VII, L.P., a fund focused on

technology and healthcare, the Board authorized
commitment of up to $30 million dollars on February 6,
2023 with Imminent Need was accepted and closed on
July 19, 2023.

* Action ltem

2023-09-24 12:35:41.148740
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Lone Star Real Estate Fund VII, L.P., a fund focused on
distressed real estate debt and equity, the Board
authorized commitment of up to $50 million dollars on April
3, 2023 with Imminent Need was accepted and closed on
June 6, 2023.

KPS Special Situations Mid-Cap Fund I, L.P., a private
equity turnaround fund specializing in middle market
companies, the Board authorized commitment of up to $30
million dollars on June 5, 2023 was accepted and closed
on June 30, 2023.

Blackstone Real Estate Partners Europe VII SCSp, a
European opportunistic fund that seeks to acquire
undermanaged properties at below market prices, the
Board authorized commitment of up to $50 million dollars
on June 5, 2023 was accepted and closed on June 30,
2023.

Hybar LLC and associated entities, a rebar manufacturing
facility planned to be developed in Mississippi County near
Osceola, AR, the Board authorized equity commitment of
up to $206,200.00 on July 17, 2023 with Imminent Need
was accepted and closed on July 31, 2023.

Hybar LLC and associated entities, the Board authorized
commitment of up to $28,512,149.70 for a promissory note
related to the revenue stream generated by State of
Arkansas tax credits on July 17, 2023 with Imminent Need
was accepted and closed on July 31, 2023.

Hybar LLC and associated entities, the Board authorized
commitment of up to $10,000,000.00 for a promissory note
related to the revenue stream generated by State of
Arkansas rebate payments on July 17, 2023 with Imminent
Need was accepted and closed on July 31, 2023.

Westrock Coffee Company (Westrock), a coffee, tea,
flavors, extracts, and ingredients solutions provider based
in Little Rock, AR, the Board authorized commitment of up
to $25,000,000.00 on July 17, 2023 with Imminent Need
was accepted and closed on July 18, 2023.

2. Board Policies Report.

*Recommendation to approve for Board adoption a motion to
revise Board Policy 4 (Investment Policy) related to recent
Arkansas legislation and federal initiatives. (Attachment No.

17) page 68.

* Action ltem
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4. *Recommendation to approve for Board adoption a motion to
authorize the use of up $5.1 million dollars of recallable
distributions for the US Agriculture farmland investment
program.

5. *Recommendation to approve for Board adoption a motion to
revise the Farmland Management Agreement between ATRS
and US Agriculture, LLC. (Attachment No. 18) page 94.

6. *Recommendation to approve for Board adoption Resolution
2023-41 authorizing an investment of up to $40 million dollars
in a promissory note to Highland LP and associated entities.
(Attachment No. 19) page 216.

a. *Resolution 2023-41. (Attachment No. 20) page 220.
B. *Private Equity Consultant Report.

1. Preliminary Private Equity Portfolio Review for the Quarter Ended
March 31, 2023. (Attachment No. 21) page 221.

2. Emerging Manager Report for Fiscal Year Ended June 30, 2023.
(Attachment No. 22) page 268.

3. *Recommendation to approve for Board adoption Resolution
2023-39 authorizing an investment of up to $30 million dollars
in Post Road Special Opportunity Fund lil, LP with Inminent
Need. (Attachment No. 23) page 275.

a. *Resolution 2023-39. (Attachment No. 24) page 279.
C. *General Investment Consultant Report.

1. Performance Report for the Quarter Ended June 30, 2023.
(Attachment No. 25) page 281.

2. Preliminary Performance Report for the Month Ended August 31,
2023. (Attachment No. 26) page 429.

3. Emerging Manager Report for Fiscal Year Ended June 30, 2023.
(Attachment No. 27) page 451.

D. *Real Assets Consultant Report.

1. Performance Report for the Quarter Ended March 31, 2023.
(Attachment No. 28) page 465.

2. *Recommendation to approve for Board adoption Resolution
2023-40 authorizing an investment of up to $50 million dollars
in EnCap Energy Transition Fund Il. (Attachment No. 29) page
518.

a. *Resolution 2023-40. (Attachment No. 30) page 528.

XVIl.  Operations Committee Report. Bobby Lester, Operations Committee Chair

* Action ltem

2023-09-24 12:35:41.148740 5
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A.

* Action ltem

Open Forum for Potential Rule or Law Changes by Committee Members
and Board Members in Attendance.

1. Open Forum.
*Rules Promulgation Status Update. (Attachment No. 31) page 529.

1. Rule 0-1 - ATRS Rules of Organization and Operation.
(Attachment No. 32) page 545.

2. Rule 4 - Election of Board of Trustees. (Attachment No. 33) page
552.

3. Rule 6 - Membership and Employer Participation. (Attachment No.
34) page 571.

4, Rule 7 - Service Credit, Contributions, Reporting, and Final
Average Salary. (Attachment No. 35) page 606.

5. Rule 8 - Free Service Credit, Purchasable Service Credit, and
Purchase Accounts. (Attachment No. 36) page 629.

6. Rule 9 - Retirement and Benefits. (Attachment No. 37) page 656.

7. Rule 10 - Return to Service and Teacher Deferred Retirement
Option Plan. (Attachment No. 38) page 697.

8. Rule 11 - Survivors and Domestic Relations Order. (Attachment
No. 39) page 717.

9. Rule 12-1 - Protection of "Qualified Trust" Status of ATRS Under
Internal Revenue Code 401(a). (Attachment No. 40) page 750.

10. Rule 13-1 - Administration Adjudications: Staff Determinations
and Appeals. (Attachment No. 41) page 255.

1. Rule 14-1 - Retirement Fund Asset Accounts. (Attachment No.
42) page 775.

12. Rule 15-1 - Benefit Restoration Plan and Trust. (Attachment No.
43) page 777.

13. Rule 16 - Cash and Savings Help (CASH) Program. (Attachment
No. 44) page 794.

14. Rule 17-1 - Manifest Injustice - Repealed and included in
Amended Rule 13. (Attachment No. 45) page 800.

*Repeal of Investment Rules. (Attachment No. 46) page 818.

*Update to ATRS Board Policy 1 - Board Governance. (Attachment No.

47) page 825.

*Update to ATRS Board Policy 3 - Executive Director. (Attachment No.

48) page 838.

*Update to ATRS Board Policy 4 - Statement of Investment Policy.
(Attachment No. 49) page 848.

2023-09-24 12:35:41.148740
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XVIIl.  *Staff Reports.

A. *Medical Committee Report. 31 Applications were approved. Willie
Kincade, Director of Operations (Attachment No. 50) page 861.

XIX. *Fulfillment of Vacancy Pursuant to A.C.A 24-7-302(b)(2). (Attachment No. 51)
page 864.

XX. *Election of Chair and Vice Chair.
XXI. Other Business.

XXIl.  *Adjourn.

* Action ltem

2023-09-24 12:35:41.148740



EXECUTIVE SUMMARY

TO: Board of Trustees

FROM: ATRS Staff

RE: Executive Summary

DATE: September 25, 2023

V. Executive Director Report. Mark White, Executive Director page 31.

VL. *Commending Hon. Mark Lowery for his service to Arkansas Teacher
Retirement System. Danny Knight, Board Chair
Recognition of Ex Officio Trustee Hon. Mark Lowery
A. *Resolution 2023-32. page 34.

VIL. *Commending Ms. Kelly Davis for her service to Arkansas Teacher Retirement
System. Danny Knight, Chair
Kelly Davis retired from the Board in June, 2023. She will be recognized and
honored for her service.
A. *Resolution 2023-33. page 35.

VIII. *Commending Mr. Bill Coon for his service and dedication to Arkansas
Teacher Retirement System. Mark White, Executive Director
Mr. Bill Coon ("Mr. Bill" ) was a dedicated employee at ATRS. Mr. Bill passed away
in March, 2023. His dedication and service to ATRS was beyond the call of duty.
Mr. Bill's commitment and integriity to his position and the people with whom he
worked will never be forgotten.
A. *Resolution 2023-34. page 36.

IX. Report of Member Interest Amount Waived Under A.C.A. Sec. 24-7-205. None
this reporting period. Mark White, Executive Director
ATRS waives interest for members when there is a dispute between ATRS and the
member as to whether ATRS made a mistake or otherwise did not do all that was
required on the member's account. Since ATRS has implemented the actuarial cost
method for the purchase of service credit, interest waived is slowly disappearing, as
well as the number of members who purchase service credit. No member interest
amounts were waived for this reporting period. This is a standard report for
information and is not an action item.

* Action Item

2023-09-24 12:35:33.248771
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X.

XI.

XIl.

XIlL.

XIV.

Report of Employer Penalties and Interest Waived Under A.C.A. Sec. 24-7-411.
None this reporting period. Mark White, Executive Director

ATRS may also waive employer interest and penalties when reports or payments
are late or have issues due to a new bookkeeper, inclement weather, sickness and
other situations that justify a waiver. No employer interest and penalties was wavied
this period. This is a standard report for information and is not an action item.

*Authorization to Pay Regular T-DROP Interest for Fiscal Year 2024. Mark
White, Executive Director

The ATRS Board annually sets the interest rates on T-DROP accounts. In
September 2021, the Board set the T-DROP rate at a fixed 3% unless investment
returns in the prior calendar year exceeded the current assumed rate of return by
more than 2%. The September 2021 resolution allows the Board to award an
incentive rate of up to 3% if the ATRS rate of return is 2% or greater than the ATRS
actuarial assumed rate of return. The executive staff recommends the incentive rate
to be set at 0% for the fiscal year 2023-2024.

A. *Resolution 2023-35. page 37.

*Authorization to Pay Post 10 year T-DROP Interest for Fiscal Year 2024. Mark
White, Executive Director

The ATRS Board annually sets the interest rates on Post 10 Year TDROP accounts.
In September 2021, the Board set the Post 10 Year T-DROP rate at a rate between
4% and 6% with an incentive rate available when the returns exceed the assumed
rate of return by more than 2%. The September 2021 resolution allows the Board to
award an incentive rate of up to 1.25% which when combined with the 6% maximum
rate provides a maximum Post 10 Year TDROP rate of 7.25%. The executive staff
recommends the incentive rate to be set at 0% for fiscal year 2023-2024

A. *Resolution 2023-36. page 38.

*CBA Incentive Interest Rate on T-DROP Cash Balance Account. Mark White,
Executive Director

The ATRS Board provides the CBA program for members who have retired out of T-
DROP and wish to leave a cash balance at ATRS for ultimate distribution to the
member after retirement based upon the members withdrawal request. The Board
can award an incentive rate with an incentive rate when the returns exceed the
assumed rate of return by more than 2%. The executive staff recommends the CBA
incentive rate to be set at 0% for fiscal year 2023-2024

A. *Resolution 2023-37. page 39.

*Extension of ATRS CASH Program for Fiscal Year 2024. Mark White, Executive
Director

* Action Item

2023-09-24 12:35:33.248771
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The CASH Program expired on June 30, 2023. ATRS staff recommends that the
CASH program for fiscal year 2021 be the same as the expiring program except that
the age for calculation of the accrued liability be set to the age attained as of June
30, 2023.

A. *Resolution 2023-38. page 43.

XV. Audit Committee Report.

A. *Election of Chair and Vice Chair.
D. *Appointment of At-Large Member.
1. Glen Grayham, CIE, CFE, CPA,. page 44.
2. Patty Shipp. page 47.
E. *Corrected 2023-2024 Audit Plan. page 49.
F. Update to ATRS Board Policy 1 - Board Governance. page 55.
XVI. Investment Committee Report.
A. Arkansas Related and Investment Update.
1. List of Fund Closings.
a. LLR Equity Partners VII, L.P.,, a fund focused on

technology and healthcare, the Board authorized
commitment of up to $30 million dollars on February 6,
2023 with Imminent Need was accepted and closed on
July 19, 2023.

The ATRS full commitment of $30 million dollars was
negotiated, accepted, and closed on July 19, 2023.

b. Lone Star Real Estate Fund VII, L.P., a fund focused on
distressed real estate debt and equity, the Board
authorized commitment of up to $50 million dollars on
April 3, 2023 with Imminent Need was accepted and
closed on June 6, 2023.

The ATRS full commitment of $50 million dollars was
negotiated, accepted, and closed on June 6, 2023.

C. KPS Special Situations Mid-Cap Fund Il, L.P., a private
equity turnaround fund specializing in middle market
companies, the Board authorized commitment of up to
$30 million dollars on June 5, 2023 was accepted and
closed on June 30, 2023.

The ATRS full commitment of $30 million dollars was
negotiated, accepted, and closed on June 30, 2023.

d. Blackstone Real Estate Partners Europe VII SCSp, a

* Action Item
2023-09-24 12:35:33.248771 10
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European opportunistic fund that seeks to acquire
undermanaged properties at below market prices, the
Board authorized commitment of up to $50 million
dollars on June 5, 2023 was accepted and closed on
June 30, 2023.

The ATRS full commitment of $50 million dollars was
negotiated, accepted, and closed on June 30, 2023.

e. Hybar LLC and associated entities, a rebar
manufacturing facility planned to be developed in
Mississippi County near Osceola, AR, the Board
authorized equity commitment of up to $206,200.00 on
July 17, 2023 with Imminent Need was accepted and
closed on July 31, 2023.

The ATRS full commitment of $206,200.00 was negotiated,
accepted, and closed on July 31, 2023.

f. Hybar LLC and associated entities, the Board
authorized commitment of up to $28,512,149.70 for a
promissory note related to the revenue stream
generated by State of Arkansas tax credits on July 17,
2023 with Imminent Need was accepted and closed on
July 31, 2023.

The ATRS full commitment of $28,512,149.70 was
negotiated, accepted, and closed on July 31, 2023.

g. Hybar LLC and associated entities, the Board
authorized commitment of up to $10,000,000.00 for a
promissory note related to the revenue stream
generated by State of Arkansas rebate payments on
July 17, 2023 with Imminent Need was accepted and
closed on July 31, 2023.

The ATRS full commitment of $10,000,000.00 was
negotiated, accepted, and closed on July 31, 2023.

h. Westrock Coffee Company (Westrock), a coffee, tea,
flavors, extracts, and ingredients solutions provider
based in Little Rock, AR, the Board authorized
commitment of up to $25,000,000.00 on July 17, 2023
with Imminent Need was accepted and closed on July
18, 2023.

The ATRS full commitment of $25,000,000.00 was
negotiated, accepted, and closed on July 18, 2023.

2. Board Policies Report.
3. *Recommendation to approve for Board adoption a motion to

* Action Item
2023-09-24 12:35:33.248771 11
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revise Board Policy 4 (Investment Policy) related to recent
Arkansas legislation and federal initiatives. page 68.

A redline of the proposed changes is included in the Investment
Committee and Board materials for consideration. The proposed
changes are intended to ensure ATRS is following recent Arkansas
legislation and federal initiatives.

4. *Recommendation to approve for Board adoption a motion to
authorize the use of up $5.1 million dollars of recallable
distributions for the US Agriculture farmland investment
program.

5. *Recommendation to approve for Board adoption a motion to
revise the Farmland Management Agreement between ATRS
and US Agriculture, LLC. page 94.

A redline of the proposed changes is included in the Investment
Committee and Board materials for consideration. The proposed
changes include modifications to the agreement that would
increase US Agriculture's discretionary authority related to their
management of the fund.

6. *Recommendation to approve for Board adoption Resolution
2023-41 authorizing an investment of up to $40 million dollars
in a promissory note to Highland LP and associated entities.

page 216.

Representatives of Arkansas Capital Corporation will present the
Board with a recommendation for an investment of up to $40
million dollars in a promissory note to Highland LP and associated
entities.

a. *Resolution 2023-41. page 220.
B. *Private Equity Consultant Report.

1. Preliminary Private Equity Portfolio Review for the Quarter
Ended March 31, 2023. page 221.

Michael Bacine of Franklin Park will provide the Board with a
preliminary portfolio review for the quarter ending March 31, 2023.

2. Emerging Manager Report for Fiscal Year Ended June 30,
2023. page 268.

Michael Bacine of Franklin Park will provide the Board with a report
of Franklin Park's manager research process, including coverage
of emerging managers, and provide an update on due diligence
activities on emerging managers conducted on behalf of ATRS for
the fiscal year ended June 30, 2023.

3. *Recommendation to approve for Board adoption Resolution
2023-39 authorizing an investment of up to $30 million dollars

* Action Item
2023-09-24 12:35:33.248771 12
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in Post Road Special Opportunity Fund lll, LP with Imminent
Need. page 275.

Based in Stamford, Connecticut, Post Road was founded in 2015.
In 2022, the general partner sold a minority interest to Capital
Constellation (owned by Wafra), but the interest carries no
governance rights. The current fund is being formed to provide
solutions-based capital to small and lower middle market
businesses in the telecommunications and digital infrastructure,
communications, technology, media and other tech-enabled
business services sectors. The fund will make structured credit
investments with equity upside typically through free warrants,
targeting a return of 11-16% net IRR.

The firm's corporate credit strategy is led by principals Michael
Bogdan, Andrew Runk and Gardner Horan who have an average of
over twenty-one years of investment experience spanning the
areas of private equity as well as performing and distressed credit.
The general partner has invested over $500 million in its previous
two funds and nine "pre-fund" transactions resulting in an
aggregate gross return of 23.3% IRR. Due to the fact that there is
no scheduled meeting of the Arkansas Legislative Council before
the fund's anticipated closing date, Imminent Need is requested.
Franklin Park recommends an investment of up to $30 million
dollars in Post Road Special Opportunity Fund Ill, LP with Imminent
Need, and ATRS staff concurs.

a. *Resolution 2023-39. page 279.
C. *General Investment Consultant Report.

1. Performance Report for the Quarter Ended June 30, 2023.
page 281.

P.J. Kelly and Katie Comstock of Aon Hewitt Investment Consulting
will provide the Board with a portfolio update for the quarter ending
June 30, 2023.

2. Preliminary Performance Report for the Month Ended August
31, 2023. page 429.

P. J. Kelly and Katie Comstock of Aon Hewitt Investment
Consulting will provide the Board with a preliminary portfolio update
for the month ending August 31, 2023.

3. Emerging Manager Report for Fiscal Year Ended June 30,
2023. page 451.

P.J. Kelly and Katie Comstock of Aon Hewitt Investment Consulting
(AHIC) will provide the Board with a report of AHIC's manager
research process, including coverage of emerging managers, and
provide an update on due diligence activiies on emerging

* Action Item
2023-09-24 12:35:33.248771 13
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managers conducted on behalf of ATRS for the fiscal year ended
June 30, 2023.
D. *Real Assets Consultant Report.
1. Performance Report for the Quarter Ended March 31, 2023.
page 465.

Chae Hong of Aon Hewitt Investment Consulting will provide the
Board with a performance report for the quarter ending March 31,
2023.

2. *Recommendation to approve for Board adoption Resolution
2023-40 authorizing an investment of up to $50 million dollars
in EnCap Energy Transition Fund Il. page 518.

Based in Houston and Dallas, EnCap was founded in 1988 by
David B. Miller, Gary R Peterson, D. Martin Phillips and Robert L.
Zorich. Since its inception, EnCap has managed approximately $39
billion of capital commitments across 22 institutional funds that
have all focused on energy-related opportunities. EnCap's strategy
originally focused on investments in the oil and gas production
space and 17 of the EnCap funds, totaling approximately $28.8
billion of capital commitments, are focused on this sector.

EnCap's energy transition efforts commenced in 2019. As a result
of having undergone a thorough analysis of industry market
conditions and trends associated with energy transition
opportunities, EnCap recognized several market dynamics driving
a significant expansion of economic investment opportunities and
initiated the energy transition series of funds. Fund | currently has a
30% net IRR. ATRS previously invested in EnCap oil and gas funds
VIII through XI with an average 11.4% net IRR. Aon Hewitt
Investment Consulting recommends an investment of up to $50
million dollars in EnCap Energy Transition Fund |l and ATRS staff
concurs.

a. *Resolution 2023-40. page 528.

XVIl. Operations Committee Report. Bobby Lester, Operations Committee Chair

A. Open Forum for Potential Rule or Law Changes by Committee
Members and Board Members in Attendance.

Open Forum for Potential Rule or Law Changes by Committee Members
and Board Members in Attendance

1. Open Forum.
B. *Rules Promulgation Status Update. page 529.
1. Rule 0-1 - ATRS Rules of Organization and Operation. page
545.

* Action Item
2023-09-24 12:35:33.248771 14
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2. Rule 4 - Election of Board of Trustees. page 552.

3. Rule 6 - Membership and Employer Participation. page 571.

4, Rule 7 - Service Credit, Contributions, Reporting, and Final
Average Salary. page 606.

5. Rule 8 - Free Service Credit, Purchasable Service Credit, and
Purchase Accounts. page 629.

6. Rule 9 - Retirement and Benefits. page 656.

7. Rule 10 - Return to Service and Teacher Deferred Retirement
Option Plan. page 697.

8. Rule 11 - Survivors and Domestic Relations Order. page 717.

9. Rule 12-1 - Protection of "Qualified Trust" Status of ATRS
Under Internal Revenue Code 401(a). page 750.

10. Rule 13-1 - Administration Adjudications: Staff
Determinations and Appeals. page 255.

11. Rule 14-1 - Retirement Fund Asset Accounts. page 775.

12. Rule 15-1 - Benefit Restoration Plan and Trust. page 777.

13. Rule 16 - Cash and Savings Help (CASH) Program. page 794.

14. Rule 17-1 - Manifest Injustice - Repealed and included in
Amended Rule 13. page 800.

C. *Repeal of Investment Rules. page 818.

Repeal of Investment Rules. Jennifer Liwo, General Counsel.

Staff will present a status update on the proposed repeal of the ATRS rules

concerning investments. The rules may be repealed pursuant to Ark. Code

Ann. 25-15-201 et seq. and 25-15-401 et seq. The provisions of the rules

proposed for repeal are adequately addressed in one (1) or more of ATRS'

current board policies. The proposed repeal affects the following ATRS

Rules:

1. Rule 5-1: Investment Introduction

2. Rule 5-2: Standard Care

3. Rule 5-3: Asset Allocation

4. Rule 5-4: Investment Goals

5. Rule 5-6: Investment Consultants

6. Rule 5-7: Investment Managers

7. Rule 5-8: Soft Dollars

D. *Update to ATRS Board Policy 1 - Board Governance. page 825.

* Action Item
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Update to ATRS Board Policy 1 Board Governance. Jennifer Liwo, General
Counsel

The proposed changes to Board Policy 1 clarify when the term of an at-
large member of the Audit Committee begins. Staff proposes that the term
of an at-large member begin on the 1st of the month immediately following
the Board's approval of the at-large member. This is an action item.

E. *Update to ATRS Board Policy 3 - Executive Director. page 838.
Update to ATRS Board Policy 3 Jennifer Liwo, General Counsel

The proposed change to Board Policy 3 amends the existing language to
clarify that the Executive Director is authorized to implement a resolution of
a member's issue or claim that has a direct financial impact to ATRS of up
to five thousand dollars ($5,000). All potential resolutions of a member issue
or claim having a direct financial impact on ATRS in excess of five thousand
dollars ($5,000) must be approved by the Board before the resolution is
implemented. This is an action item.

F. *Update to ATRS Board Policy 4 - Statement of Investment Policy.
page 848.
Update to ATRS Board Policy 4 Statement of Investment Policy. Jennifer
Liwo, General Counsel.

The proposed changes to Board Policy 4 include amendments addressing
Ark. Code Ann. 25-1-1001 et seq., 25-1-1201 et seq., and 24-2-801 et seq.
The proposed changes also include non-substantive amendments intended
to address grammar, spelling, formatting etc. This is an action item.

XVIIl. *Staff Reports.

A. *Medical Committee Report. 31 Applications were approved. Willie
Kincade, Director of Operations page 861.

37 Disability Applications were received. 31 applications were approve, 3
needed more information, and 3 were denied. This is an action item.

XIX. *Fulfillment of Vacancy Pursuant to A.C.A 24-7-302(b)(2). page 864.

A.C.A.24-302 states that if a vacancy occurs in the office of an elected trustee, then
the board, by a majority vote, may fill the vacancy by a special election, or
appointment of a trustee until the next system election. This is an action item.

XX. *Election of Chair and Vice Chair.

XXI. Other Business.

* Action Item
2023-09-24 12:35:33.248771 16



MINUTES
ARKANSAS TEACHER RETIREMENT SYSTEM
BOARD OF TRUSTEES

Monday, June 5, 2023
11:00 a.m.

1400 West Third Street

Little Rock, AR 72201

ATTENDEES

Board Members Present

Danny Knight, Chair

Anita Bell

Kathy Clayton

Susan Ford

Dr. Mike Hernandez

Shawn Higginbotham

Michael Johnson

Bobby Lester

Chip Martin

Jeff Stubblefield

Susannah Marshall, Bank Commissioner
Jason Brady, designee for Dennis Milligan
Eric Munson, designee for Mark Lowery, State
Treasurer

Board Members Ab sent
Kelly Davis
Jacob Oliva, Secretary, Department of Ed.

Reporters Present
Mike Wickline, AR Dem. Gaz.

*VIA ZOOM

l. Call to Order/Roll Call.

were absent.

ATRS Staff Present

Rod Graves, Deputy Director

Curtis Carter, Chief Financial Officer

Dena Dixson, Int. Audit/Risk Mgmt.

Braeden Duke, Software Support Analyst
Vicky Fowler, Director, Human Resources
Willie Kincade, Director of Operations
Jennifer Liwo, General Counsel*

Joe Sithong, Information Systems Coordinator*
Whitney Sommers, Administrative Analyst
Brenda West, Int. Audit/Risk Mgmt.

Misty Yant, Manager, Accounting Reporting*

Guest Present

Guest Present

Katie Comstock, Aon Hewitt*
Leslie Lane, Arkansas Capital*

Heartsill Ragon, Gill Elrod & Ragon*

Mr. Danny Knight, Chair, called the Board of Trustees
meeting to order at 11:00 a.m. Roll call was taken.

Ms. Davis and Mr. Oliva

[l. Motion to Excuse Absent Board Members.

Mr. Martin moved to excuse Ms. Davis and Mr. Oliva from the June 5

2023, meeting. Ms.

Bell seconded the motion,

and the Board

unanimously approved the motion.
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Board of Trustees Meeting— Minutes
June 5, 2023
Page 2 of 8

II. Adoption of Agenda.

Ms. Marshall moved for adoption of the Agenda. Mr. Lester
seconded the motion, and the Board unanimously approved the
motion.

V. Executive Summary. The Executive Summary was provided for reference with
no gquestions or expansions on the written summary.

V. Approval of Prior Meeting Minutes.
A. April 3, 2023, Minutes.

Mr. Johnson moved for approval of the Minutes of the Board of
Trustees meeting of April 3, 2023. Mr. Stubblefiel d seconded the
motion, and the Board unanimously approved the motion.

B. May 10, 2023, Minutes.

Ms. Clayton moved for approval of the Minutes of the Board of
Trustees meeting of May 10, 2023. Mr. Higginbotham  seconded the
motion, and the Board unanimously approved the motion.

C. May 13, 2023, Minutes.

Ms. Marshall moved for approval of the Minutes of the Board of
Trustees meeting of May 13, 2023. Ms. Bell seconded the motion,
and the Board unanimously approved the motion.

D. May 22, 2023, Minutes.

Mr. Martin moved for approval of the Minutes of the Board of
Trustees meeting of May 22, 2023. Ms. Clayton seconded the motion,
and the Board unanimously approved the motion.

VI. Report of Member Interest Amount Waived under A .C.A. 824-7-205. No
member interest was waived for this reporting period. This is a standard report
for information and is not an action item.

VIl.  Report of Employer Penalties and Interest Wai  ved Under A.C.A. 824-7-411.
ATRS may also waive employer interest and penalties when reports or payments
are late or have issues due to a new bookkeeper, inclement weather, sickness or
other situations that justify a waiver. Four (4) employer penalties and interest
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VIIIL.

XI.

XIl.

amounts were waived for this reporting period in the amount of $2,686.03. This is
a standard report for information and is not an action item.

Manifest Injustice Report.  This is the first report for 2023. The report contains
one (1) Manifest Injustice claim that requires Board approval. The claim listed on
the report requiring approval is the next agenda item for Board consideration.

Manifest Injustice Claim: 2023-002. Ms. Jennifer Liwo presented the Board
with the Manifest Injustice Claim 2023-002, for Board consideration.

Mr. Stubblefield moved for approval of the Resolution 2023-23,
Manifest Injustice Claim 2023-002. Mr. Johnson seconded the
motion, and the Board unanimously approved the motion

Legislative Audit Report, June 30, 2022, Officia | Review. The Audit Report
was presented to the Board for review and approval.

Mr. Brady moved for approval of the Legislative Audit Report, June
30, 2022, Official Review. Ms. Marshall secondedt he motion, and the
Board unanimously approved the motion

GASB Report after Legislative Audit Review. The GASB Report was
presented to the Board for review and approval.

Mr. Higginbotham moved for approval of the GASB Report after
Legislative Audit Review. Ms. Marshall seconded the motion, and the
Board unanimously approved the motion

Unreported Service: Employer Contributions Du  e. Interim Executive
Director Rod Graves gave a report to the Board regarding the two (2)
unreported service matters.

A. In Re: ATRS ID# 470317
Mr. Stubblefield moved to adopt Resolution 2023-19. Mr. Martin
seconded the motion, and the Board unanimously approved the
motion.

B. In Re: ATRS ID# 241511
Mr. Stubblefield moved to adopt Resolution 2023-20. Ms. Bell

seconded the motion, and the Board unanimously approved the
motion
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Board of Trustees Meeting— Minutes
June 5, 2023
Page 4 of 8

XIII.

XIV.

XV.

XVI.

De Minimis Amount. Act 107 removed previous language that
capped the de minimis amount that could be approved by the Board at $25.00.
ATRS staff recommends setting the de minimis amount at $50.00 for the period
July 1, 2023, to June 30, 2024.

Ms. Marshall moved to adopt Resolution 2023-24, setting the De
Minimis amount at $50.00 for the period July 1, 202 3 to June 30,
2024. Ms. Ford seconded the motion, and the Board unanimously
approved the motion.

Litigation Update. Ms. Hannah Howard, of Gill Ragon Owen gave the
Litigation Report regarding the Blue Oak lawsuit. ATRS invested in Blue
Oak through Pinnacle Mountain IV.

Mr. Brady moved for approval to wait at this time for the Judge to
rule on the lawsuit. Mr. Higginbotham  seconded the motion and the
Board unanimously approved the motion.

Audit Committee Report. Mr. Jason Brady gave the Board the Committee
Report.

A. Internal Audit: Qualified Domestic Relations Order Report. Ms. Dena
Dixson gave the Committee a report on the Qualified Domestic Relations
Order.

B. 2023-2024 Audit Plan. The Audit Committee denied the Audit Plan
presented to the Audit Committee. The Committee asked Ms. West and
Ms. Dixson to make changes to the Audit Plan and present it to the Audit
Committee at the September 25, 2023, meeting.

Investment Committee Report.  Mr. Chip Martin, Chair, gave a report on the
Investment Committee Meeting.

A. Arkansas Related and Investment Update.

1. List of Fund Closings.  Rod Graves, Interim Executive
Director, gave an update on recent investment activity.

2. Board Policies Report. Rod Graves, Interim Executive
Director, gave the Committee a report on Board Policies.

B. General Investment Consultant Report. Aon Hewitt Investment
Consulting.
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Performance Report for First Quarter Ended March 31,
2023. Aon Hewitt Investment Consulting provided the
Committee with a performance report for the month ending
March 31, 2023.

Preliminary Flash Report for Month Ended April 3 0, 2023.
Aon Hewitt Investment Consulting provided the preliminary flash
report for the month ended April 30, 2023.

Private Equity Consultant Report. Franklin Park

1.

Portfolio Review for the Quarter Ended December 31, 2022.
Franklin Park provided the Committee with a portfolio review for
the quarter ended December 31, 2022.

Recommendation to approve for Board adoption of
Resolution 2023-21 authorizing an investment of up to $30
million in KPS Special Situations Mid-Cap Fund II, L.P.
Franklin Park provided the Committee with the recommendation
to commit up to $30 million in KPS Special Situations Mid-Cap
Fund I, L.P.

Staff concurs with the recommendation.

Mr. Martin moved to approve Resolution 2023.21,
authorizing an investment of up to $30 million in K PS
Special Situations Mid-Cap Fund II, L.P. The Board
unanimously approved the motion.

Real Assets Consultant Report.  Aon Hewitt Investment
Consulting.

1.

Performance Review for Fourth quarter ended Dece  mber
31, 2022. Aon Hewitt Investment Consulting provided the
committee with the performance review for the Fourth quarter
ended December 31, 2022.

Recommendation for a motion to approve for Board
adoption revision of ATRS Board Policy 6 - Real Ass ets
Investment  Policies, regarding target geographic
allocations for ATRS timber investments. Aon Hewitt
presented the Committee with the recommendation for Board
adoption revision of ATRS Board Policy 6 — Real Assets
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Investment Policies regarding target geographic allocations for
ATRS timber investments.

Staff concurs with the recommendation.

Mr. Martin moved to approve revisions to ATRS Board
Policy 6 — Real Assets Investment Policies, regardi ng
target geographic allocations for ATRS timber
investments. The Board unanimously approved the
motion.

Recommendation to approve for Board adoption
Resolution 2023-22 authorizing an investment of up to $50
million in Blackstone Real Estate Partners Europe V. Il SCSp.
Aon Hewitt presented the Committee with the recommendation
for adoption of Resolution 2023-22, authorizing an investment of
up to $50 million in Blackstone Real Estate Partners Europe VII
SCSp.

Staff concurs with the recommendation.

Mr. Martin moved to approve Resolution 2023.22,
authorizing an investment of up to $50 million in
Blackstone Real Estate Partners Europe VII SCSp.
The Board unanimously approved the motion.

XVII. Operations Committee Report. Mr. Bobby Lester, Chair, gave a report on
the Operations Committee meeting.

A.

Open Forum for potential Rule or Law Changes by Com  mittee
Members and board Members in Attendance.

Open Forum. None.

ATRS Model Qualified Domestic Relations Order. Ms. Jennifer
Liwo gave the Committee a report on the proposed revisions to the
ATRS Model Qualified Domestic Relations Order.

Mr. Lester moved to approve the revisions to ATRS Model
Qualified Domestic Relations Order. The Board
unanimously approved the motion.
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XVIII.

XIX.

XX.

XXI.

XXII.

XXIII.

Staff Reports.

A. Medical Committee Report.  Mr. Willie Kincade reported that a total
of four (4) Disability Retirement Applications were approved.

Ms. Bell moved to approve the Medical Committee Report. Ms.
Clayton seconded the motion, and the Board unanimously
approved the Motion.

Recess for Lunch at 11:35 a.m.

Reconvene Board Meeting. Mr. Danny Knight, Chair, called the Board
meeting to order at 12:09 p.m.

Executive Session.

The Board went into executive session at 12:10 p.m.

The Board reconvened from executive session at 12:43 p.m.

Other Business : Mr. Danny Knight, Chair, reported that Mr. James Hudson
pulled his application as a candidate for the Executive Director
position.

Adjourn. With no other business, Mr. Danny Knight, Chair, entertained a motion
to adjourn the meeting.

Mr. Lester moved to adjourn the Board Meeting. Ms. Clayton
seconded the Motion and the Board unanimously approved the
Motion.

Meeting adjourned at 12:45 p.m.

Mark White, Executive Director Danny Knight, Chairman

Tammy Porter, Board Secretary Date Approved
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MINUTES
ARKANSAS TEACHER RETIREMENT SYSTEM
BOARD OF TRUSTEES MEETING

Thursday, June 8, 2023
8:00 a.m.

1400 West Third Street

Little Rock, AR 72201

ATTENDEES
Board Members Present ATRS Staff Present
Danny Knight, Chair Tammy Porter, Ex. Assistant/Board Secretary
Anita Bell Curtis Carter, Chief Financial Officer*
Kathy Clayton Braeden Duke, Software Support Analyst
Susan Ford Vicky Fowler, Director, Human Resources
Dr. Mike Hernandez Mike Lauro, Manager, Information Systems*
Shawn Higginbotham Jennifer Liwo, General Counsel
Michael Johnson Joe Sithong, Information Systems Coordinator*
Bobby Lester Misty Yant, Manager, Accounting/Reporting*
Chip Martin*
Jeff Stubblefield

Susannah Marshall, Bank Commissioner
Jason Brady, designee for Dennis Milligan
Eric Munson, designee for Mark Lowery
Guest Present
Donna Morey, ARTA*
Mike Wickline, Reporter, AR Dem Gazette
ID: C. Black*

*Via ZOOM

Call to Order/Roll Call. Mr. Danny Knight, Chair, called the Board of Trustees
meeting to order at 8:00 am. Roll call was taken. Ms. Davis and Mr. Oliva were
absent.

Il. Adoption of Agenda.

Mr. Lester moved to approve the Agenda. Ms. Clayton seconded the motion
and the Board unanimously approved the Motion.

[I. Correction on Resolution 2022-23.
Mr. Stubblefield moved to adopt corrected Resolution 2023-23 approving the
Waiver of Deadline to Apply for T-DROP Participation and the Retroactive

Payment of T-DROP Plan Deposits. Mr. Higginbotham seconded the motion
and the Board unanimously approved the Motion.
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V.

VI.

VII.

Convened into Executive Session for the purpose of potentially hiring a new
Executive Director. Mr. Knight, Chair, called the Executive Session of the Board
to order at 8:02 a.m.

Reconvened from Executive Session for hiring of new Executive Director. Mr.
Knight reconvened the Board from Executive Session at 8:15 a.m.

Mr. Lester moved to hire Mr. Mark White, as the new Executive Director
for ATRS. Ms. Bell seconded the motion. After aroll call vote, the Board
unanimously approved the motion.

Other Business: None.

Adjourn. Mr. Brady moved to adjourn the Board of Trustees meeting. Mr.
Lester seconded the Motion, and the Board unanimously approved the Motion.

Meeting adjourned at 8:16 a.m.

Mark White, Executive Director Danny Knight, Chair

Tammy Porter, Recorder Date Approved
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MINUTES
ARKANSAS TEACHER RETIREMENT SYSTEM
BOARD OF TRUSTEES MEETING

Monday, July 17, 2023
4:15 p.m.

1400 West Third Street

Little Rock, AR 72201

ATTENDEES
Board Members Present ATRS Staff Present
Danny Knight, Chair Mark White, Executive Director
Anita Bell Rod Graves, Deputy Director
Susan Ford Tammy Porter, Ex. Assistant/Board Secretary
Dr. Mike Hernandez Braeden Duke, Software Specialist Analyst
Shawn Higginbotham Vicky Fowler, Director, Human Resources*
Michael Johnson Jennifer Liwo, General Counsel
Bobby Lester Jerry Meyer, Manager, Real Assets
Chip Martin
Jeff Stubblefield

Jason Brady, designee for Dennis Milligan
Eric Munson, designee for Mark Lowery

Guests Present

Board Member s Absent Mike Wickline, Reporter, AR Dem. Gaz.
Kathy Clayton Katie Comstock, Aon Hewitt*

Jacob Oliva, Secretary, Dept. of Education Leslie Lane, Arkansas Capital*
Susannah Marshall, Bank Commissioner Heartsill Ragon, Gill, Elrod, Ragon*
*\iia ZOOM

Call to Order/Roll Call.  Mr. Danny Knight, Chair, called the Board of Trustees
meeting to order at 1:40 p.m. Roll call was taken. Ms. Kathy Clayton, Ms.

Susannah Marshall and Mr. Jacob Oliva, were absent.
Il Motion to Excuse Absences.

Mr. Lester moved to excuse Ms. Clayton, Ms. Marshall and Mr. Oliva

from the July 17, 2023, Board Meeting. Ms. Bell seconded the motion,

and the Board unanimously approved the motion.
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July 17, 2023
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VI.

VIl

VIII.

Adoption of Agenda.

Dr. Hernandez moved for adoption of the Agenda. Mr. Johnson
seconded the motion, and the Board unanimously approved the
motion.

Executive Summary. The Executive Summary was provided for reference with
no questions or expansions on the written summary.

Adoption of Resolution 2023-25, Authority to Transa  ct Business.

Mr. Stubblefield moved for adoption of Resolution 2023-25, Authority
to Transact Business. Mr. Lester seconded the motion, and the Board
unanimously approved the motion.

Recognition of Board Vacancy for Position #7 — Member Trustee, Non-
Certified Trustee. Ms. Kelly Davis served as a member trustee of the Board in
Position #7. Ms. Dauvis retired July 1, 2023, leaving a vacancy on the Board.

Mr. Martin moved for adoption of Resolution 2023-26, Recognition of
Board Vacancy for Position #7. Mr. Johnson seconded the motion,
and the Board unanimously approved the motion.

Appointment of Trustee to Fill Vacancy for Pos  ition #7 — Member Trustee,
Non-Certified Trustee.  Due to the retirement of Kelly Davis, the Board has
recognized that a vacancy in Position #7 has existed since July 1, 2023. The Board
by majority vote has voted to appoint an eligible member of the system to fill
Position #7 vacancy until the next system election.

Mr. Lester moved for adoption of Resolution 2023-27, authorizing
ATRS staff to advertise for the Position #7 vacancy and to accept
applications for Board review and use to appoint an eligible member
to fill the vacant position until the next system e lection. Ms. Bell
seconded the motion, and the Board unanimously approved the
motion.

Investment Committee Report.  Chip Martin, Chair
A.
1. Recommendation to approve for Board adoption Res  olution

2023-28, authorizing an investment of up to $206,20 0.00 in
Hybar LLC and associated entities with Imminent Nee  d.
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Staff concurs with the recommendation.

Mr. Martin moved to approve the Recommendation to
approve for Board adoption Resolution 2023-28,
authorizing an investment of up to $206,200.00 in H  ybar
LLC and associated entities with Imminent Need, and the
Board unanimously approved the motion.

Recommendation to approve for Board adoption Res  olution 2023-
29, authorizing a promissory note of up to $28,512, 149.70 related
to the revenue stream generated by State of Arkansa s tax credits
related to Hybar LLC and associated entities with |  mminent Need.

Staff concurs with the recommendation.

Mr. Martin moved to approve the Recommendation to
approve for Board adoption Resolution 2023-29
authorizing a promissory note of up to $28,512,149. 70
related to the revenue stream generated by State of
Arkansas tax credits related to Hybar LLC and assoc  iated
entities with Imminent Need, and the Board  unanimously
approved the motion.

Recommendation to approve for Board adoption Res olution 2023-
30, authorizing a promissory note of up to $10,000, 000.00 related
to the revenue stream generated by State of Arkansa s rebate
payments related to Hybar LLC and associated entiti es with
Imminent Need

Staff concurs with the recommendation.

Mr. Martin moved to approve the Recommendation to
approve for Board adoption Resolution 2023-30,
authorizing a promissory note of up to $10,000,000. 00
related to the revenue stream generated by State of
Arkansas rebate payments related to Hybar LLC and
associated entities with Imminent Need, and the Boa rd
unanimously approved the motion.

B. Recommendation to approve for Board adoption Res olution 2023-31,
authorizing an investment of up to $25 million doll ars in Westrock Coffee
Company (Westrock), with Imminent Need.

Staff concurs with the recommendation.
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Mr. Martin moved to approve the Recommendation to approve
for Board adoption Resolution 2023-31, authorizing an
investment of up to $25 million dollars in Westrock Coffee

Company (Westrock), with Imminent Need, and the Boa rd
unanimously approved the motion.
IX. Other Business.  None.
X. Adjourn.
Mr. Lester moved to adjourn the meeting. Mr. Martin seconded the motion and

the meeting was adjourned.

Meeting adjourned at 1:46 p.m.

Mark White, Executive Director Danny Knight, Chair

Tammy Porter, Recorder Date Approved
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AR)TRS

Arkansas Teacher Retirement System

Executive Director Quarterly Board Report
September 18, 2023

To the ATRS Board of Trustees:

As we come together Monday for our quarterly Board meeting, I am grateful for the time and effort
you are investing to ensure a secure retirement for ATRS members. In the weeks since I began my
tenure, I have been approached by dozens, if not hundreds, of our members who have expressed their
thanks and appreciation for the retirement security offered by ATRS. That security exists because of
your leadership and dedication.

I want to highlight for you some of the activities and achievements of your ATRS staff in this quarter.
I have been deeply impressed with the staff’s commitment to our members and to our mission.

Operations Improvement

e Shortly after arriving I discovered that members were facing long wait times when calling ATRS,
and that too often calls were diverted to voicemail and terminated because they had been on hold
for more than 20 minutes. In the last week of July, an average of 25 members per day were
experiencing these call terminations. Thanks to the hard work of our Director of Operations
Willie Kincade and his staff, that average has dropped to only 3 members per day as of last week.
We will continue pushing towards the goal of 0 call terminations.

e While most monthly benefits are paid electronically via direct deposit, we have continued to use
postal mail to deliver one-time checks such as for Cash Balance Account withdrawals. This has
resulted in delays and lost checks for members. We are preparing now to issue more withdrawals
through direct deposit, and for the times when we send a physical check, we will be making
greater use of FedEx and similar tracking-enabled delivery options.

e We are implementing a plan proposed by staff to revise how we handle postal mail. Thanks to
lower equipment and personnel costs, we expect to save $40,000 annually.

Member Engagement
e | have made a point to accept every speaking invitation that I can, and for those where I have a
conflict, Willie Kincade is appearing on my behalf. I have spoken at meetings sponsored by the
Arkansas Retired Teachers Association, the Arkansas Association of Educational Administrators,
the Arkansas Rural Education Association, the Arkansas Business Education Association, and
the Nevada County Retired Teachers. I appeared on Sen. Kim Hammer’s radio show to discuss
the System. I have 9 more speaking engagements scheduled between now and December.

e We have significantly increased our tempo of social media activity, particularly on Facebook. In
the last quarter, ATRS posts on Facebook have reached more than 28,000 individuals, an increase
of 207% from the prior quarter. Engagement with our posts — meaning users who comment,
share or react to a post — is up by 1,900%, with 2,400 total engagements in the quarter.

e | have begun a monthly tempo of sending email Executive Director Updates. We have more than
39,000 members on our email distribution list, and more than half of them are opening the emails.

1400 West Third Street, Little Rock, AR 72201 — 501-682-1517 — www.artrs.gov
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Human Resources

e When I arrived in July, I learned that seven employees had confirmed that they intend to retire
by the end of the fiscal year, including multiple members of the senior team. And there are at
least four more who are considering retirement. While I hope they change their minds — and 1
am doing what I can to encourage them to stay — I am preparing for these eventual transitions.
We will be advertising several of these positions with the intent of hiring replacements three to
six months before the incumbents retire, so that the new employees can work with the incum-
bents to learn the jobs and ensure a seamless transition.

e | am working to maintain regular communication with all of our employees so that they feel
informed and connected with me, with their colleagues, and with the System. I am sending a
weekly email to employees to update them on what is happening, as well as meeting with em-
ployees on an individual and group basis. I am also resuming two practices from years past. First,
we are naming an Employee of the Month to recognize the accomplishments of a valued em-
ployee each month. Second, I will be holding a full staff meeting after the Board meeting, so that
I can brief the staff on your discussions and decisions.

Investments

e Staff has worked to develop policy and process changes to implement new legislation related to
investments, including the new requirements and prohibitions related to ESG (Environmental,
Social, and Governance). We are currently in compliance, as we await final implementation of
the ESG Committee created by Act 411. Once the Governor makes her appointment to the
Committee, that will trigger a 90-day clock for the Committee to issue its list of financial service
providers that must be divested. We are preparing contingency plans for this list based on deci-
sions made in other states with similar legislation. We are also exploring additional operational
changes around proxy voting to better address the legislative concerns underlying Act 498.

e We have spent extensive time reviewing the investment recommendations on your agenda for
Monday, especially the recommendation for Highland LP in light of the stake ATRS already holds
in Highland. I have visited the Highland Pellets plant and talked with their financial and opera-
tional managers to better understand this investment.

Future Plans & Priorities

I devoted my first two months at ATRS to learning as much as I could about the System and its
operations and getting to know the System’s employees, members, and stakeholders. That knowledge
has helped me refine my priorities for the remainder of the year. In this next quarter I will be focused
on the following:

e Joint Retirement Committee — The House and Senate Committees will be meeting on October
5, and the Chairs have asked me to appear and give an update on the System. Although I have
met with numerous legislators these last few weeks, this will be my first opportunity to brief the
Committee as a whole.

e Strategic Planning — As Yogi Berra once said, “If you don't know where you are going, you'll
end up someplace else.” To help us refine our direction and clarify our decision-making, I will be
working with staff in the coming months to develop a strategic plan for ATRS. This plan will
identify our long-term vision and the goals, priorities, and tactics to achieve that vision.

e Accountability — As part of a new strategic plan, we will look for opportunities to better measure
and demonstrate our work and our outcomes. We are accountable to you as a Board, to our

Executive Director Update * September 18, 2023 « Page 2
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members, to the Legislature and Governor, and ultimately to the taxpayers for what we do and
how we do it. I want to see us set specific performance goals for each department and unit so
that we will know our progress and can demonstrate it to the public.

e Member Education — One consistent theme I have heard from our employees is that they see
opportunities for us to do a better job educating and informing our members. As an example,
unlike similar systems we do not have a Member Handbook that explains in clear and concise
terms what retirement options and decisions our members face. When a member has a question,
it can be difficult to find a clear answer without calling to talk to a counselor. We want to make
resources available to help our retirees understand their benefits, help active members understand
how to plan for retirement, and help young members understand the unique value that ATRS
represents to their future.

e EBD Coordination — Although ATRS is not responsible for retiree health insurance, it is a
critical issue that goes hand-in-hand with retirement benefits. Members frequently face decisions
about their health insurance at the same time they are making retirement decisions, and those
decisions can impact one another. The EBD Director and I have discussed working together to
increase coordination between our respective agencies with a goal of making the process easier
for our members.

Respectfully submitted,

Mark White
Executive Director
Arkansas Teacher Retirement System

Executive Director Update « September 18, 2023 « Page 3 33



ARKANSAS TEACHER RETIREMENT SYSTEM
1400 West Third Street
Little Rock, Arkansas 72201

RESOLUTION
No. 2023-32

Commending Hon. Mark Lowery
for his Service to the
Arkansas Teacher Retirement System

WHEREAS, Arkansas Treasurer of State Hon. Mark Lowery served on the
Board of Trustees of the Arkansas Teacher Retirement System as an Ex Officio
Trustee from January 1, 2023, until his untimely death on July 26, 2023; and

WHEREAS, Treasurer Lowery served faithfully as a member of the
Investment Committee; and

WHEREAS, Treasurer Lowery’s membership on the Arkansas Teacher
Retirement System Board provided valuable service to the System by means of his
knowledge, integrity, wisdom, and dedication.

NOW, THEREFORE, BE IT RESOLVED By the Board of Trustees of the
Arkansas Teacher Retirement System to adopt this Resolution and authorize the
transmittal of this Resolution to Treasurer Lowery’s family as an expression of
sincere appreciation for his leadership, wisdom, and dedicated service to the State
of Arkansas and the members of the Arkansas Teacher Retirement System.

Adopted this 25th day of September 2023

Mr. Danny Knight, Chair
Arkansas Teacher Retirement System Board

Mr. Mark White, Executive Director
Arkansas Teacher Retirement System
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ARKANSAS TEACHER RETIREMENT SYSTEM
1400 West Third Street
Little Rock, Arkansas 72201

RESOLUTION
No. 2023-33

Commending Ms. Kelly Davis
for her Service to the
Arkansas Teacher Retirement System

WHEREAS, Ms. Kelly Davis has served on the Board of Trustees of the
Arkansas Teacher Retirement System as a Active, Non-Licensed Trustee in
Position No. 7 from July 1, 2015, until June 30, 2023; and

WHEREAS, Ms. Davis served faithfully as a member of the Audit and
Operations Committees, and as Chairman of the Audit Committee; and

WHEREAS, Ms. Davis’ membership on the Arkansas Teacher Retirement
System Board provided valuable service to the System by means of her
knowledge, integrity, wisdom, and dedication; and

WHEREAS, Ms. Davis’ guidance, leadership, and vision will be missed by
the Board and staff alike.

NOW, THEREFORE, BE IT RESOLVED By the Board of Trustees of the
Arkansas Teacher Retirement System to adopt this Resolution and authorize the
transmittal of this Resolution to Ms. Kelly Davis as an expression of sincere
appreciation for her leadership, wisdom, and dedicated service to the State of
Arkansas and the members of the Arkansas Teacher Retirement System.

Adopted this 25th day of September 2023

Mr. Danny Knight, Chair
Arkansas Teacher Retirement System Board

Mr. Mark White, Executive Director
Arkansas Teacher Retirement System
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ARKANSAS TEACHER RETIREMENT SYSTEM
1400 West Third Street
Little Rock, Arkansas 72201

RESOLUTION
No. 2023-34

COMMENDING MR. BILL COON FOR HIS SERVICE AND DEDICATION TO
ARKANSAS TEACHER RETIREMENT SYSTEM

WHEREAS, the Arkansas Teacher Retirement System (ATRS) serves
members by assisting them during all stages of their public service and their
retirement; and

WHEREAS, the Arkansas Teacher Retirement System has a special staff
that demonstrates dedication and commitment to serve its members; and

WHEREAS, on March 28, 2023, the Arkansas Teacher Retirement
System lost a dedicated and loyal staff member, Mr. Bill Coon; and

WHEREAS, in remembrance of our friend and co-worker, Bill Coon,
whose dedication and commitment to the Arkansas Teacher Retirement System
and its members was unsurpassed for over 12 years and will not be forgotten.

NOW, THEREFORE, BE IT RESOLVED, that the Board of Trustees of the

Arkansas Teacher Retirement System extends its deepest appreciation for the
dedication and commitment of Bill Coon.

Adopted this 25th day of September, 2023

Mr. Danny Knight, Board Chair
Arkansas Teacher Retirement System

Mr. Mark White, Executive Director
Arkansas Teacher Retirement System



ARKANSAS TEACHER RETIREMENT SYSTEM
1400 West Third Street
Little Rock, Arkansas 72201

RESOLUTION
No. 2023-35

AUTHORIZATION TO PAY REGULAR T-DROP
INCENTIVE INTEREST FOR FISCAL YEAR 2023

WHEREAS, the Board of Trustees (Board) of the Arkansas Teacher
Retirement System (ATRS) has the authority to set regular T-DROP interest rates
for fiscal years by resolution; and

WHEREAS, the Board has determined it is appropriate to use the
authorization provided in A.C.A. 8 24-7-1307(c)(1) to set a fixed interest rate, by
the end of the first quarter of the fiscal year in which the interest rate shall apply,
for each fiscal year, until such time as the ATRS Board makes a subsequent
adjustment; and

WHEREAS, Resolution 2021-32 authorizes the Board to award a fixed
rate of 3% which when combined with an incentive rate of 3% can provide a
maximum potential T-DROP interest rate of 6% for regular participants; and

WHEREAS, Resolution 2021-32 states the Board may authorize an
incentive rate if the ATRS rate of return, as estimated by the general financial
consultant, is 2% or greater than the ATRS actuarial assumed rate of return in
the most recent preceding fiscal year; and

WHEREAS, the Board has reviewed the general financial consultant's
estimated rate of return for the preceding fiscal year and found that estimate to
be 9.2%, which IS NOT greater than 2% above the ATRS actuarial assumed rate
of return which is currently 7.25%.

NOW, THEREFORE, BE IT RESOLVED, that the ATRS Board awards a
regular T-DROP incentive interest rate of 0% for fiscal year 2024.

Adopted this day of September, 2023.

Mr. Danny Knight, Chair
Arkansas Teacher Retirement System

37



ARKANSAS TEACHER RETIREMENT SYSTEM
1400 West Third Street
Little Rock, Arkansas 72201

RESOLUTION
No. 2023-36

AUTHORIZATION TO PAY POST 10-YEAR T-DROP
INTEREST FOR FISCAL YEAR 2024

WHEREAS, the Board of Trustees (Board) of the Arkansas Teacher
Retirement System (ATRS) has the authority to set Post 10-Year T-DROP
interest rates for fiscal years by resolution; and

WHEREAS, Act 1049 of 2017 allows the Board to provide variable
standard interest rate and an incentive interest rate for Post 10-Year T-DROP
participants if justified by investment returns; and

WHEREAS, the Board has reviewed the general financial consultant's
estimated rate of return for the preceding fiscal year and found that estimate to
be 9.2% which IS NOT greater than 2% above the ATRS actuarial assumed rate
of return which is currently 7.25%; and

WHEREAS, through Resolution 2017-36, beginning in fiscal year 2019,
the Board determined it was appropriate to set the standard Post 10-Year T-
DROP interest rate at a rate between 4% and 6% for a fiscal year; and

WHEREAS, Resolution 2021-33 states that in no event can the incentive
rate when combined with the standard Post 10-Year T-DROP interest rate
exceed the actuarial assumed rate of return on investments, which is 7.25%; and

NOW, THEREFORE, BE IT RESOLVED, that the ATRS Board sets the
Post 10-Year T-DROP standard interest rate to 4% for fiscal year 2024.

FURTHER BE IT RESOLVED, that the ATRS Board awards a Post 10-
Year T-DROP incentive interest rate to 0% for fiscal year 2024.

Adopted this day of September, 2023.

Mr. Danny Knight, Chair
Arkansas Teacher Retirement System
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ARKANSAS TEACHER RETIREMENT SYSTEM
1400 West Third Street
Little Rock, Arkansas 72201

RESOLUTION
No. 2023-37

Extension of ATRS CASH Program for Fiscal Year 2024

WHEREAS, The CASH Program was established by the Arkansas
Teacher Retirement System (ATRS) Board of Trustees (Board) to allow inactive,
vested non-contributory members to obtain an immediate one-time payment from
ATRS instead of waiting until age 60 to draw monthly benefits; and

WHEREAS, The CASH Program is beneficial to ATRS by allowing ATRS
to reduce its unfunded liabilities while providing inactive members an opportunity
to obtain a CASH Program payment to benefit the member; and

WHEREAS, The CASH Program was established in November 2013 with
significant participation from inactive, vested non-contributory members since its
effective date; and

WHEREAS, Inactive, vested members with contributory service and
inactive, vested members with mixed contributory and non-contributory service
have not been eligible for the CASH Program prior to 2017; and

WHEREAS, Act 647 of 2017 allows the Board to extend, modify, or
expand the CASH Program by Board Resolution; and

WHEREAS, The CASH Program was extended, modified, and expanded
by Board Resolution 2017-18 on May 10, 2017 to include all inactive, vested
ATRS members; and

WHEREAS, The extension of the CASH Program would enhance the
benefit of the CASH Program to ATRS while providing the opportunity to obtain a
CASH Program payment to all inactive, vested ATRS members;

NOW, THEREFORE, BE IT RESOLVED, That this resolution establishes
the ATRS Rule 16 CASH Program for the Fiscal Year 2024 for Inactive Vested
Members as set forth herein:
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The Fiscal Year 2024 CASH Program
for Inactive, Vested Members

Applicable to Inactive, Vested Members Only

A. This offering is limited to vested members that are inactive. The
CASH Program payment, once the CASH Program Election Form
is properly submitted to ATRS, will be paid within a reasonable time
or rolled out to another administrator at the direction of the member.
The acceptance of a CASH Program payment by the member does
not make the member a retiree.

B. This offering is limited to members of ATRS who:
I. Have vested in ATRS; and
il. Are currently inactive and have remained inactive for at least
one (1) fiscal year after the last fiscal year that the member
rendered actual service to a covered employer, but not
retired, during the offering period set forth in this Resolution.
The Offering Period
The offering period for this CASH Program opportunity begins October 1,
2023 and ends June 30, 2024.
The CASH Program Formula

A. Final Average Salary is defined under A.C.A. § 24-7-202(18) and
calculated using the formula set in A.C.A. § 24-7-736.

B. The member's age shall be the age attained as July 1, 2023.

C. The CASH Program Payment is calculated on the following formula:

Step 1: (Final Average Salary) x (Years and partial years of Non-
contributory Service) x (ATRS Non-contributory multiplier of 1.39%)
+(Final Average Salary) x (Years and partial years of Contributory Service)
X (ATRS Contributory multiplier of 2.15%) = Assumed Annual Benefit. The
benefit stipend and lump sum death benefit are not part of the Assumed
Annual Benefit.

Step 2: Assumed Annual Benefit + 12 = Assumed Monthly Benefit
Amount.
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Step 3: Assumed Monthly Benefit Amount x Applicable Accrued Liability
Factor for the Member as listed in the Accrued Liability Factor Table =
Assumed Current Value.

Step 4: (Member Contributions + Interest on Member Contributions) x
(101% for 1%t Year of Eligibility OR 102% for 2" Year of Eligibility OR
105% for 3" Year of Eligibility OR 110% for the 4" the Year of Eligibility
and beyond) = Premium Residue.

Step 5: Highest value of (Assumed Current Value x 30%) or Premium
Residue = CASH Program payment.

Vill. ACCRUED LIABILITY FACTOR TABLE

Sample Accrued Sample Accrued
Attained Liability Attained Liability
Ages Factor Ages Factor
20 6.97 56 113.97
21 7.53 57 123.39
22 8.13 58 133.63
23 8.79 59 144.78
24 9.49 60 156.92
25 10.25 61 154.09
26 11.07 62 151.18
27 11.96 63 148.18
28 12.92 64 145.12
29 13.96 65 141.98
30 15.08 66 138.76
31 16.29 67 135.50
32 17.60 68 132.15
33 19.01 69 128.70
34 20.54 70 125.17
35 22.19 71 121.55
36 23.98 72 117.85
37 25.91 73 114.07
38 28.00 74 110.20
39 30.26 75 106.28
40 32.70 76 102.30
41 35.33 77 98.25
42 38.19 78 94.21
43 41.27 79 90.17
44 44.61 80 86.13
45 48.21 81 82.11
46 52.11 82 78.14
47 56.33 83 74.24
48 60.90 84 70.37
49 65.83 85 66.60
50 71.18 86 62.92
51 76.95 87 59.38
52 83.21 88 56.07
53 89.99 89 52.97
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54 97.35 90 50.09
55 105.31

The mortality table used was the RP-2000 Mortality table for males and females
projected 25 years with scale AA (95% for men and 87% for women).

Adopted this __ day of September, 2023.

Mr. Danny Knight, Chair
Arkansas Teacher Retirement System Board



ARKANSAS TEACHER RETIREMENT SYSTEM
1400 West Third Street
Little Rock, Arkansas 72201

RESOLUTION
No. 2023-38

AUTHORIZATION TO PAY AN INCENTIVE INTEREST RATE
ON T-DROP CASH BALANCE ACCOUNTS
ON JUNE 30, 2024

WHEREAS, there are a number of ATRS members retiring from T-DROP
who leave all or part of the T-DROP distribution in a Cash Balance Account
(CBA) at retirement; and

WHEREAS, paying an incentive rate is authorized under the CBA
program when strong investment returns are made by ATRS; and

WHEREAS, paying an incentive rate, when warranted, is likely to
encourage members to open CBA accounts when retiring out of T-DROP and to
leave money in CBA accounts longer by having the possibility of receiving
incentive interest.

WHEREAS, the investment returns for fiscal year 2023 were
approximately 9.2%; and

NOW, THEREFORE, BE IT RESOLVED, that in addition to the regular
CBA interest rate payable in fiscal year 2024 that the ATRS Board approves an
additional incentive interest payment of 0% to be paid on all CBA account
balances that are held by ATRS on June 30, 2024.

Adopted this day of September, 2023m

Mr. Danny Knight, Chair
Arkansas Teacher Retirement System
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Glen Grayham
900 West Capitol, Suite 310
Little Rock, AR 72201

May 26, 2023

Arkansas Teacher Retirement System
1400 West 3™ Street
Little Rock, AR 72201

Dear Brenda West,

I am submitting my resume for consideration of serving as an at-large member of the Audit
Committee. I believe I can use my skills and education to assist the Arkansas Teacher Retirement
System Internal Audit with their goal of ensuring that Arkansas Teacher Retirement System
maintains a strong system of internal controls.

[ have over twenty years of experience in auditing, twelve in public accounting, and over nine in
internal audit. This covers a broad array of clients (internal and external) and experience in

complex engagements including retirement plans.

My attached resume will provide you with more details regarding my qualifications and
experience. I look forward to hearing from you and thank you for your time.

Sincerely,

Glen Grayham
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GLEN GRAYHAM
6320 Brentwood Rd
Cammack Village, AR 72207
Mobile: 870-240-3953
Email: ggrayham(@rocketmail.com

Work Experience:

Arkansas Department of Inspector General
Office of Internal Audit

Little Rock, Arkansas

9/2022 — Present

Deputy Director

Supervise three positions that perform Office of Internal Audit engagements that include audit/assurance
services, consulting activities, coordination of statewide control self-assessment activities, fraud
investigations, and management advisory services for state agencies; supervision of two positions which
are considered the Arkansas Department of Transportation Annual Project Review and Efficiency Study
audit team. ‘

3/2022 — 8/2022

Managing Audit Coordinator

Serving as primary auditor on the Arkansas Department of Transportation Annual Project Review and
Efficiency Study. This engagement includes conducting an annual project review and efficiency study of
the Arkansas Department of Transportation to include a review of the processes, procedures, procurement
processes, projects, appeals procedures, and expenditures. The position supervises one employee.

Arkansas State University System
Little Rock, Arkansas
10/2013 — 2/2022

Senior Internal Auditor

Perform reviews for all ASU System operations and programs which include (four-year campuses) ASU
Jonesboro and Henderson State University, and (two-year campuses) Beebe, Mountain Home, Newport,
Mid-South, and Three Rivers, to determine whether resources are utilized efficiently and effectively.
Review and evaluate the university’s internal controls to ensure controls are adequate. Determine
compliance with state and federal regulations, university policies, and generally accepted accounting
principles. Provide management advisory services as requested by management. Facilitate risk assessment
to assist in preparation of annual audit plan.

Freeman and Company, CPAs
Jonesboro, Arkansas
12/2001 —9/2013

Auditor

Performance of audit fieldwork and financial statement preparation for financial institutions, cities, school
districts, medical offices, retirement plans, and non-profit entities. Supervised audit fieldwork from 2004
to 2013. Tax return preparation for various entities: individual, corporation, partnership, non-profit entities,
retirement plans.
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Education:

Arkansas State University
Jonesboro, Arkansas
Bachelor's Degree 12/1996
Major: Accounting

Currently in progress:
Arkansas State University
Jonesboro, Arkansas
Master’s Degree

Major: Public Administration
(24 of 36 hours completed)

Licenses and Certifications:
2017 Certified Internal Auditor

2014 Certified Fraud Examiner
2008 Certified Public Accountant
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PATTY LYNN SHIPP
1209 E. Childress St. Morrilton, AR 72110 - 501.208.1825 - pattyshipp@gmail.com

Organized, detail and result-oriented, flexible leader with extensive experience in business
management and Arkansas State government dynamics. Experienced in building and maintaining
relationships. Proven ability to identify opportunities and network people and organizations to find
creative solutions. Accomplished in organizational management and technology implementation to
streamline processes. At ease with deadlines and demanding situations. Approaches every task with
an owner mentality.

CORE COMPETENCIES
o Strategic Collaboration and Partnerships e Excellent Written and Verbal
e Public Speaking Communication Skills
e Deadline Prioritization e Experienced in AASIS, PBAS, QuickBooks,
e Management Skills - Budgeting, Delegation, accounts receivable and payable, payroll
Problem-solving, Motivation processing, and other HR functions,

advanced Word and Excel skill set

HIGHLIGHTED CAREER ACHIEVEMENTS

e ESTABLISHED office procedures and developed workflows for successful petroleum marketing
business.

e MANAGED accounts payable, accounts receivable and HR activities for petroleum marketing
business and the Arkansas Governor’s Mansion

e LED finance decisions and served as a project manager at the Arkansas Department of
Transformation and Shared Services as Chief Fiscal Officer.

e DEVELOPED and cultivated relationships within State government and Higher Education
through service as an Inaugural member of the Arkansas Lottery Commission, Governor’s
Mansion Administrator, and Department of Transformation and Shared Services CFO.

e SPEARHEADED successful grant requests for two educational nonprofits resulting in
community development projects. Applied for and received 501c3 designation from the IRS.

PROFESSIONAL HISTORY

Internal Auditor/Assurance Officer, Arkansas Public Employees Retirement System

Little Rock, AR November 2022 - Present

¢ Plan and execute audit activities assessing internal controls. Manage agency’s Continuity of
Operations Plan. Provide various additional assurance services 1ncludmg monitoring culture
and working environment of the organization.

Chief Fiscal Officer, Department of Transformation and Shared Services and Division of Information

Systems

Little Rock, AR September 2020 - November 2022

e  Within the Division of Information Systems (DIS), managed a fiscal staff of 15 responsible for all
aspects of a cost recovery state agency. Lead efforts to provide transparency related to rates
and refine models used to determine rate builds. Monitored accounts payable, accounts
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PATTY LYNN SHIPP
Page 2

receivable, and procurement activities. Oversaw hiring and conducted performance evaluations
for fiscal staff.

e January of 2022 assumed fiscal oversight for all divisions within the Department of
Transformation and Shared Services (TSS). Submitted biennium budgets for TSS, DIS, GIS
(Geographic Information Systems), and DBA (Division of Building Authority). Served as Project
Manager for a third-party software implementation. Coordinated Control Self-Assessment for
all TSS divisions.

Arkansas Governor’s Mansion Administrator

Little Rock, AR August 2018 - August 2020

e Appointed by Governor Asa Hutchinson, responsible for all aspects of operations at the
Arkansas Governor’s Mansion. Managed a staff of nine. Conducted yearly staff evaluations and
made recommendations for compensation changes. Coordinated organization for fundraising
and donor appreciation events. Worked closely with Governor’s staff to execute special
requests. Continued Mansion Financial Officer duties.

Financial Officer, Arkansas Governor’s Mansion

Little Rock, AR March 2015 - August 2018

e Managed budgets, procurements, HR functions, IT support, event planning and execution.
Served as the liaison to the Governor’s Mansion Commission, maintaining records and reporting
to the Legislative Council yearly.

e Served as Interim Mansion Administrator from May 1, 2018, to August 1, 2018.

Executive Assistant, UCA Vice-President of Advancement

Conway, AR March 2014 - February 2015

e Provided executive support to the Vice-President of Advancement and served as building
manager for Buffalo Alumni Hall. Managed budgets, procurements, building maintenance, leave
reports, coordinated travel for Advancement officers and Alumni personnel. Hired and
managed student workers. Provided technical support for emerging technologies used by all
development personnel.

Secretary/Treasurer, Hightower Oil & Petroleum, Inc. 1992 - February 2014

Plumerville, AR

e Managing partner handling multiple aspects of the business from cash flow, accounts
receivable, accounts payable, payroll, state and federal reporting, budgeting, and computer
support.

EDUCATION
University of Arkansas Little Rock, B.B.A. in Accounting
Central Baptist College, B.S. in Organizational Management

REFERENCES
Available upon request
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AR)TRS

Arkansas Teacher Retirement System
Brenda West, Internal Auditor

Internal Audit Department

CORRECTED
INTERNAL AUDIT PLAN

FOR THE PERIOD JULY 1, 2023 TO JUNE 30, 2024

PREPARED BY:

BRENDA WEST, INTERNAL AUDITOR

DENA DIXSON, ASSISTANT INTERNAL AUDITOR

Pagel of 6
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AR)TRS

Arkansas Teacher Retirement System
Brenda West, Internal Auditor

Internal Audit Department

Corrected Audit Plan
FY 2024

Introduction

As required by the International Standards for Bmefessional Practice of Internal Auditing issuedtbe
Institute of Internal Auditors (llIA), and by Arkaas Teacher Retirement System's (ATRS) Internal tAudi
Charter, we submit the following Internal Audit Rlr Fiscal Year 2024.

In selecting areas for review, Internal Audit giyesority to processes where failure of the systeradequately
perform could have serious consequences for ATBSmembers, stakeholders, and the Board. Therefore,
projects were identified for this audit plan byngihe 2022 ATRS risk assessment. Also, as ATRfiraes

to grow in terms of responsibilities, assets, areminership, there are areas that require regulaewswvto
ascertain whether the system continues to oparate effective and efficient risk-controlled manner

The Internal Audit Department will work with depant managers to schedule a convenient time tonperf
audits. Audit projects will have an informal tirhadget associated with them. If audits requireentone than
planned, more hours will be used to ensure a higiiiy, useful audit is conducted. If audits reguess hours
than originally planned, more topics will be chosem presented to the Audit Committee for approvethis
technique ensures audit flexibility and that thghleist priority areas are covered first.

Scope
This plan covers the period July 1, 2023 througieJs0, 2024.
Objective

The Internal Audit Department's objective is toiststhe Board of Trustees and all levels of managerm the
effective discharge of their responsibilities byriighing analysis, appraisals, and recommendationserning
the activities of the agency. This objective is@uaplished by ensuring:

» Compliance with applicable laws and regulations

* Reliability and integrity of financial and operata information
» Safeguarding of assets

» Effectiveness and efficiency of operations
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AR)TRS

Arkansas Teacher Retirement System
Brenda West, Internal Auditor

Internal Audit Department

Corrected Audit Plan
FY 2024

Risk Assessment

Risk assessment is defined as a "systematic préameassessing and integrating professional judgsnabout
probable adverse conditions and/or events." Té$leassessment process provides a means of orgaazth
integrating professional judgments for developn@rhe annual audit work schedule.

Risk is defined as the probability that an eventction could possibly occur that may adverselgdafthe
organization and the activity being audited. Rsk measure of uncertainty. Control Risk is tis& that
established internal controls lose effectiveness time. _Custodial Risk is the risk associatedwitvning and
safeguarding of assets. Operation Risk is theafsttirect or indirect loss resulting from inadetpiar failed
internal processes, people, systems, or extermaltev_Business Risk is the risk associated wighptfobable
material effects of an uncertain environment ori@ghg established objectives. Residual Risk & d@amount
of risk that management is willing to assume or dngount of risk that will not be addressed by aytile
controls.

The risk assessment process begins with identdicaif auditable areas. The risks are assessexndicg to
the guidelines provided by the Arkansas Departroéimspector General - Office of Internal Audit.

Acceptable Level of Risk

Although this plan contemplates a wide-ranging scop audit effort, it does not provide coverage #&ir
ATRS's components and systems. We have tried tanmze the limited resources to provide reasonable
coverage to the projects we believe require thet mitsntion.

It is important for the Board and management toeustand the limitations of the audit coverage dredrisks
they assume in areas not audited. We believahisgplan allocates resources of the Internal ADdjpartment
to the highest risk areas of the system and insladelit effort to address other areas requiringpger review.

We have also scheduled time for special projectsltess areas identified during the year thatad@ppear to
warrant a full audit but should be reviewed duriing upcoming fiscal year.

Reporting

All audit reports are reviewed by the audit cliand the ATRS Director prior to being released asdficial
audit report. This procedure helps ensure thetaagdort is factual, accurate, and free of bias.addition, a
self-review checklist is used by the Internal Audépartment to ensure the audit reports are prpgegported
by sufficient audit evidence. All audit reportsiivbe provided to the Audit Committee and the Boafd
Trustees for their review.
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AR)TRS

Arkansas Teacher Retirement System

Brenda West, Internal Auditor

Internal Audit Department

Corrected Audit Plan
FY 2024

Planning and Administrative Projects

Internal Audit Department's responsibilities inauthe completion of humerous administrative andhiulegy
projects each year. Some of these projects inchudteare not limited to, the following:

» Development of annual audit plan;
» Establishment and maintenance of the internal anditual;
» Maintenance of the Internal Auditor recommendafalow-up process.

Questions

If you have any questions regarding this audit pjaease contact Brenda latendaw@artrs.goer Dena at
denad@artrs.gov
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AR)TRS

Arkansas Teacher Retirement System

Brenda West, Internal Auditor

Internal Audit Department

Corrected FY 2024 Annual Audit Plan
Available Audit Hours

Total Hours (2 employees * 2080 hrs) 4,160
Less: Holidays 216 (A)
Annual Leave 360 (B)
Sick Leave 192 (C)
General Administration & Board Meetings 866 (D)
Continuing Professional Education 80 (E)
1,714
Available Audit Hours 2,446
Calculations
(A) Holidays (12 holidays * 9 hours) * 2 employees 216
(B) Annual leave (12 months * 15 hours) * 2 employees 360
(C) Sick leave (12 months * 8 hours) * 2 employees 192
(D) General Administration and Board Meetings 866
(E) Continuing Professional Education (40 hours)en2ployees __ 80
1,714
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AR)TRS

Arkansas Teacher Retirement System
Brenda West, Internal Auditor

Internal Audit Department

Corrected FY 2024 Annual Audit Plan
Scheduled Audits

Estimated Hours

Name of Audit

1. Outsourcing (Requested by Legislative Audit) 040
2. Accounts Receivable 200
3. Review of Member Files 400
4. Follow-up Reports 800
5. Peer Review 400
6. Special Projects _246
_ 2,446

Total Estimated Hours

Page6 of 6



ATRS Board Policy 1
BOARD GOVERNANCE

A.C.A. 8 24-7-301 et seq., A.C.A. § 24-7-401 et seq.,
and A.C.A. § 25-16-901 et seq.

I. Board Plan Administration

A.

The authority and responsibility for the administration, management, and
control of the Arkansas Teacher Retirement System (“ATRS” or
“‘System”), and for the construing and carrying out the provisions of the
plan is vested in the Board of Trustees of the Arkansas Teacher
Retirement System {hereinafterthe—-Board™) (“Board™). The Board is
responsible for the governance of ATRS. It is accountable for establishing
policies and for supervising the implementation of those policies in
compliance with all applicable legal mandates.

The function of the Board is to make certain contributions that lead the
Retirement-SystemSystem toward the desired performance and ensure
that it occurs. The Board’s specific contributions are unique to its
trusteeship role and necessary for appropriate governance and
management. Board decisions are to be based on facts and expert
opinions.

The Board will approach its task with a style that emphasizes outward
vision rather than an internal preoccupation; encouragement of diversity of
viewpoints; strategic leadership more than administrative detail; clear
distinction of Board and staff roles; future rather than past or present; and
proactive rather than reactive.

Consequently, the contributions of the Board shall be:

. The link between the Retirement-System System and its members.t

Written governing policies that, at the broadest levels, address:
a. Governance Process

Specification of how the Board conceives, carries out, and monitors
its own task.

b. Board-Staff Relationship
How authority is delegated and its appropriate use is monitored.

c. Ends

Retirement-systemSystem products, impacts, benefits, costs, and
outcomes (what good for which needs at what cost).

ATRS Board Policy 1, page 1 55



d. Limitations

Constraints on executive authority that establish the prudence and
ethics boundaries within which executive activity, decisions, and
organizational matters shall be carried out.

3. The assurance of Executive Director performance against Ends and
Limitations policies above.

II. Board Guiding Principles

A.

The Board ef Frustees-is dedicated to the proposition that its paramount
purpose is that of providing an adequate and equitable retirement plan for
the members of the teaching profession, to protect this group in the event
total and permanent disability causes them to be unable to continue
employment in their profession, and to provide in part for their dependents
in case of death.

. The Board is responsible for the prudent investment of System funds. The

two paramount considerations in fund investment are safety and yield,
with yield being of first importance, provided such investments comply
with legally mandated safeguards.

. The Board should be fully informed of its financial liabilities, not only to the

retirees and beneficiaries, but also to active members of the teaching
profession, and to make those liabilities known to members of the state
legislature, to other state officials, and to education-related organizations.

. The Board should provide all interested citizens with information regarding

ATRS’s-the System’s procedures for investing system-the System’s funds,
as well as the budgeting, control, and disbursement of those funds.

. The Board will actively promote the enactment of state and federal

legislation that may improve the economic welfare of ATRS members.

The Board endorses programs of counseling and information designed to
assist members who are approaching retirement.

. The Board should be knowledgeable of the most current information

regarding effective, efficient governance and operation of state retirement
systems that could augment prudent decisions for the benefit of members.
To this end, Board members are encouraged to participate actively in
regional and national retirement organization programs that offer such
information and training.

Board Code ©fof Conduct

The Board expects of itself and its members ethical and business-like
conduct.

ATRS Board Policy 1, page 2 56



G.

Board members, as fiduciaries, shall discharge their duties solely in the
best interest of ATRS members for the exclusive purpose of providing
optimum benefits.

Board members must avoid any conflict of interest with respect to their
fiduciary responsibility. Board members must not use their positions to
obtain favorable treatment for themselves, family members, or close
employees.

Board members who desire specific information from firms employed by
ATRS should make the request through the Executive Director.

Board members shall not, directly or indirectly, solicit or accept any gift of
value as defined by the Arkansas Ethics Commission.

Board members shall decline any offer and shall not have any contact with
anyone associated with a firm that the Board is considering employing
after requests for proposals (RFP’s) or requests for qualifications (RFQ’s)
have been sent.

Board members shall not attempt to exercise individual authority over the
operation of the retirement-system-System or staff members except as
explicitly set forth in Board policies. Board members’ interaction with the
staff, public, press, or other entities must recognize the inability of any
Board member or Board members to speak for the Board.

Board members shall report violations of any of these policies of conduct
in writing to the Beard-Chair.

. Board Member Development

The Board is responsible for its own readiness for Board work and the
performance of that work.

A.

The Board determines appropriate issues for Board work and appropriate
issues to be addressed, as well as the education and data required to
address those issues wisely.

The Board determines the need and mechanisms for Board development.

1. Among the mechanisms will be membership in the National Council on
Teacher Retirement, Board-approved consultants, and seminars
provided by employees of ATRS.

2. The Board’s annual plan will include expected outcomes, costs, and
scheduling of the Board development effort.

3. The Board will set forth the educational experiences it determines
appropriate for a new Board member.
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C. The Board may enlist assistance from the Executive Director in any phase
of its own development.

. Board Meetings

The Board shall hold regular meetings at least quarterly. Additional meetings
may be called by the Chair or scheduled by action of the Board in a regular
meeting. The Board shall adopt its own rules of procedure, which shall be
subject to the following:

A. The Board shall elect a Chair and Vice Chair from its own membership.
The election will be in the odd numbered years at the first regular meeting
after the beginning of the fiscal year. The Chair and Vice Chair shall be
elected for a term of two years and may be reelected for two additional
two-year terms. The Chair and Vice Chair shall be either an active
member or retiree trustee. A Board member must have served at least
one full year as a member of the Board to be eligible for election to the
position of Chair or Vice Chair.

B. In the event a vacancy of the Chair or Vice Chair occurs for any reason
other than completion of a term, the Board shall fill said vacancy by
election from the existing Board members for the remainder of the
unexpired term at its next regular meeting. A trustee elected to fill an
unexpired term of the Chair or Vice Chair shall be eligible for two
additional two-year terms.

C. Quorum: Eight trustees shall constitute a quorum at any meeting of the
Board.

D. Each trustee shall be entitled to one vote on each question before the
Board, and at least eight affirmative votes shall be required for a decision
by the Board at any meeting.

E. Robert’s Rules of Order shall be followed in the conduct of all meetings
except when a departure from Robert’s is authorized by action of the
Board.

F. Agenda

The Board shall adopt an agenda at the beginning of each meeting. By a
majority vote of the Board, items may be added to the agenda before it is
adopted.

1. The Executive Director shall prepare a tentative agenda and submit it
to all trustees at least ten (10) days prior to a regularly scheduled
meeting. The meeting agenda and materials will be submitted to
trustees no later than three (3) days before the regularly scheduled
meeting.
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2. Trustees who want item(s) to be considered for the agenda should
notify the Executive Director no later than seven (7) days prior to a
regularly scheduled meeting.

3. Members or individuals who wish to have an item placed on the

agenda at a regularly scheduled Board meeting should submit their
request in writing to the Executive Director no later than twenty (20)
days prior to the meeting.

4. Members or individuals who wish to make comments during a
regularly scheduled Board meeting should indicate on forms provided
the subject on which they intend to speak.

5. Atime limit of five (5) minutes will be allowed members and individuals
for presentation, unless extended by majority vote of the Board.

G. Minutes

The Board shall keep an official record of the proceedings of each
meeting, the final draft of which must be approved by the Board and
signed by the Chair and the Executive Director. The Board minutes are to
contain only the action of the Board, information required by case law, and
the vote thereon.

H. Public Meetings

All meetings of the Board shall be public and in compliance with the
Freedom of Information Act. Representatives of the Little Rock news
media shall be notified of each meeting.

VI. Duties ©fof Chair Andand Vice Chair
A. Duties of the Chair

The duty of the Chair is to ensure the integrity of the Board’s process and
to represent the Board to outside parties.

1. The Chair will see that the Board operates consistent with its own rules
and those legitimately imposed on it from outside ATRS.

a. Meeting discussion content will be only those issues that,
according to Board policy, clearly belong to the Board to decide.

b. Deliberation will be timely, fair, orderly, and thorough, but also
efficient, limited in time, and kept to the point.

2. The authority of the Chair consists only in making decisions on behalf
of the Board that fall within and are consistent with Board policies.
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a. The Chair is empowered to chair Board meetings with all the
commonly accepted power of that position (e.g., ruling,
recognizing, etc.).

b. The Chair may also:

i. Convene meetings of the Board, or committees thereof,
as prescribed by law.

ii. Certify actions taken by the Board. iii. Serve as the
official spokesperson for the Board. iv. Appoint Board
members to committees.

v. Perform other duties specifically requested by the Board that
are deemed necessary and appropriate for the Board to fulfill its
duties and responsibilities under law.

B. Duties of the Vice Chair

The duties of the Vice Chair are to act as temporary chair in the absence
of the regular chair.

VII. Reimbursement ©fof Expenses

A. The Board, by majority vote of the total membership cast at the first
regularly scheduled meeting of each calendar year, may authorize
expense reimbursement for each trustee for performing official Board
duties. Official Board duties are defined as follows:

1.
2.

Attending regular and called Board meetings.

Attending committee meetings of the Board or any specially appointed
committee comprised in whole or in part of Board members.

Attending conferences approved by the Board of Trustees.

Attending legislative committee meetings when acting as
spokesperson for the Board.

Attending legislative sessions at the request of the Board or Executive
Director.

B. Board members are subject to the same reimbursable expenses as state
employees.

C. Board officers are authorized payment for personal expenses, not
otherwise reimbursed, incurred in the performance of their ATRS related
duties. Such reimbursement is to cover (1) any losses in salary or
compensation that would otherwise result from their attendance at Board
or committee meetings, and will be paid to the officer’'s employer; and (2)

ATRS Board Policy 1, page 6 60



the costs of communication (long-distance telephone calls, postage, etc.)
with other trustees or staff members.

VIIl. Procurement of Services

A. ATRS shall utilize an equitable and open system-method of awarding
contracts to providers of all contractual, management, and consultant
services, including, but not limited to: (1) construction architects,
engineers, and contractors; (2) building mangers; (3) real estate, legal,
and investment consultants; and (4) actuaries and auditors.

B. The system-method of awarding contracts will assure that all bona fide
providers of such services will have equal opportunity to submit
competitive bids or competitive proposals for consideration.

1. Consistent with the Prudent Investor Rule and pursuant to A.C.A. §
242-61824-2-618, ATRS has a statutory goal to recruit and hire
emerging managers and emerging investment funds.

2. For purposes of this Rule, "emerging managers" and "emerging
investment funds" means a managing group or fund that is
predominately owned by black or African American, Hispanic
American, American Indian or Native American, Asian, or Pacific
Islander.

3. Each investment consultant retained by ATRS to recommend
investment managers or investment funds shall submit an annual
report to ATRS consistent with the requirements in A.C.A. § 24-2-618
that addresses the goal of ATRS to recruit and hire emerging
managers and emerging investment funds.

C. The Executive Director shall develop procurement procedures and a plan
for implementing the process of awarding contracts.

D. The Board efFrustees-shall approve all procedures and contracts related
to the procurement of services.

IX. Board Self-Evaluation

The Board will regularly evaluate its own performance, taking whatever action
is necessary to govern with excellence. The Board will review these policies
of conduct at least annually and discuss the degree to which it complies.

X. Board Committee Principles
The Board may establish committees to help carry out its responsibilities.

A. Board committees may not speak or act for the Board except when
formally given such authority.
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XI.

Committees ordinarily will assist the Board by preparing policy alternatives
and implications for Board deliberation.

C. Board committees may not exercise authority over staff.

All members of the Board shall be notified as to the time and place of all
committee meetings. A Board member may attend any committee
meeting, but only committee members may vote on committee matters.

Appointments to committees shall be made before the next regular
meeting after the Board elects the Beard-Chair.

A quorum of each committee and the number of affirmative votes needed
for a motion to carry shall be a majority of the designated size of the
committee.

. Board committees shall elect their own Chair and Vice Chair unless

otherwise indicated by Board policy.

. The Executive Director shall serve as secretary and ex officio nonvoting

member of Board committees or shall delegate another member of the
staff to serve in this capacity.

Committees shall report to the Board following each of their meetings.

Investment Committee Charter

A.

C.

D.

There shall be an Investment Committee composed of eight members.
The Beard-Chair shall appoint five members from the Board, and the
Beard-Chair shall serve as an ex officio voting member. The remaining
two members shall be the State Treasurer and the State Bank
Commissioner upon their acceptance of the position.

. The committee shall meet on call by the committee chair and/or the

Executive Director, but not less than on a quarterly basis.
The purposes of the committee shall be:

1. To consider investment policies and procedures for recommendation
to the Board for adoption.

2. To consider asset allocations for recommendation to the Board for
adoption.

3. To consider all investment proposals for approval or rejection, unless
the Board assigns the proposals to other committees.

4. To monitor all phases of the investment program and to recommend
any changes that need to be made to the full Board.

The agenda will be set by the committee chair after conferring with the
Executive Director and will be furnished in advance when practical.
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XII.

E. The committee may act by majority consent of all the committee
members.

F. The actions taken by the committee shall be reported at the next regularly
scheduled meeting of the Board.

G. All public Board disclosures and the Code of Ethics are applicable to all
members of this committee.

Operations Committee Charter
A. There shall be an Operations Committee composed of up to eight

members. The Beard-Chair shall appoint five members from the Board,
and the Beard-Chair shall serve as an ex officio voting member. The
remaining two members shall be the State Auditor and the Commissioner
of Education upon their acceptance of the position.

B. The committee shall meet on call by the committee chair and/or the
Executive Director.

C. The purposes of the committee shall be:

1. To receive and consider proposals for the adoption of new or revised
policy to recommend to the Board for adoption.

2. To receive and consider legislative proposals to recommend to the
Board for adoption.

3. To suggest and develop legislative proposals for the benefit of ATRS
and its members to recommend to the Board for adoption.

4. To make recommendations to the Board for initiating, supporting, or
opposing legislation.

5. To recommend and oversee the Board and Executive Director
evaluation process.

6. To recommend and oversee the Board’s training and conference
schedules.

D. All matters that are not within the jurisdiction/purposes of the Investment
or Audit Committees shall be within the jurisdiction/purposes of the
Operations Committee.

E. The agenda will be set by the committee chair after conferring with the
Executive Director and will be furnished in advance when practical.

F. The committee may act by majority consent of all the committee
members.

G. The actions taken by the committee shall be reported at the next regularly
scheduled meeting of the Board.
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H. All public Board disclosures and the Code of Ethics are applicable to all
members of this committee.

XII. Audit Committee Charter

A. There shall be an Audit Committee composed of three (3) members of the
ATRS Beard-ef FrusteesBoard appointed by the Beard-Chair and two at-
large members from the public with extensive auditing experience
approved by the Board. The at-large members must be independent and
have no affiliation with ATRS.

B. At-large members may serve two (2) four-year terms. If the initial term of
an at-large member is for less than four (4) years they may serve two (2)
more four-year terms. An at-large member’s four-year term shall begin on
the first of the month immediately following the Board’s approval and
appointment of the at-large member.

C. The committee shall meet as needed on call by either the committee chair
or the ATRS Internal Auditor. Actions taken by the committee shall be
reported to the ATRS Board of Trustees.

D. The committee has authority to conduct or authorize investigations into
any matters within its scope of responsibility and to seek any information it
requires from employees, all of who are directed to cooperate with the
committee's request. In the event the committee has difficulty obtaining
the necessary information from an employee or employees, the committee
may seek assistance from the Executive Director or the Board of Trustees
as the circumstances dictate.

E. The committee may invite members of management, auditors, employees,
or others to attend meetings and provide pertinent information as
necessary.

F. The committee will assist the Board of Trustees in fulfilling the Board’s
oversight responsibility relating to:

1. The financial reporting processes
2. The system of internal controls

3. The internal audit process
4

. ATRS's compliance with laws and regulatory requirements and ethics
policies

G. Meeting agendas will be prepared and provided in advance to committee
members , along with appropriate briefing material when practical.

H. The committee may act by majority consent of all the members of the
committee.
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Minutes of the meeting will be prepared and presented at the next

scheduled Audit Committee meeting for review and approval. J. The

committee will carry out the following responsibilities:

1.

Financial Statements

a. Review with management and auditors the results of audits which
have significant findings and recommendations, together with
management's responses to findings and follow up on corrective
actions.

Internal Control

a. Review the risk assessment to consider the effectiveness of
ATRS's internal controls.

b. Review with management and auditors any significant findings and
recommendations on internal controls over financial reporting,
together with management's responses.

Internal Audit

a. Review with management and the Internal Auditor the charter,
activities, staffing, and organizational structure of the internal audit
function.

b. Review and approve the audit plan and all major changes to the
plan.

c. Review Internal Audit's reports and follow up on findings and
recommendations.

Compliance

a. Review the findings of any examinations by regulatory agencies,
and any auditor observations.

Reporting Responsibilities

a. Regularly report to the Board of Trustees on the committee's
activities and issues that arise with respect to the quality or integrity
of ATRS's financial statement, compliance with legal or regulatory
requirements, and the performance of the internal audit function.

Other Responsibilities

a. Perform other activities related to this charter or the audit functions
as requested by the Board of Trustees.

b. Resolve any disagreements between management and the Internal
Auditor regarding financial reporting.
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c. Review and assess the adequacy of the committee charter, and
propose recommended changes as needed, and request Board of
Trustees approval for recommended changes.

d. Approve administrative decisions regarding the appointment and
removal of the Internal Auditor. Approval of appointment or
termination of the Internal Auditor by the Audit Committee is not
final until confirmed by the Board of Trustees.

e. Perform an annual employee evaluation of the Internal Auditor of
ATRS. The audit committee shall:

i. Meet in executive session, with or without the Internal Auditor,
for the purpose of conducting, reviewing, and discussing an
employee evaluation of the internal auditor;

ii. Gather information as it deems necessary, including input from
the Executive director or other persons with direct knowledge of
the Internal Auditor's performance, for the purpose of
conducting a fair and thorough annual employee evaluation of
the Internal Auditor;

iii. Report to the Board of Trustees when the Committee has
completed the annual evaluation that the evaluation has been
completed. If a Trustee requests by motion and second to learn
the specific results of the Internal Auditor evaluation, and the
majority of the Board votes in favor of such motion, the Board of
Trustees may meet in executive session to hear the
Committee's findings and recommendation on the employee
evaluation.

K. The committee may periodically evaluate itself and report the results to
the Board of Trustees. The effective date for the start of any evaluation
process and frequency of evaluations may be determined by the
committee.

HISTORY

Adopted: June 12, 2002 as Rule 1-1 through 1-19
Amended: October 7, 2003

Amended: December 3, 2007

Amended: June 16, 2009

Amended: September 12, 2012

Amended: March 6, 2013

Amended: April 1, 2013

Amended: July 1, 2018
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Amended: October 7, 2019 as Board Policy 1
Amended: September 27, 2021
Amended: September 25, 2023

1 "Members" as used in the Board policies means plan participants of the Arkansas Teacher
Retirement System.
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ATRS Board Policy 4
STATEMENT OF INVESTMENT POLICY

A.C.A. § 24-7-305

I. Board - Investment Policies and Procedures
A. Statement of Investment Policy

1. This Investment Policy has been prepared within the context of

applicable Arkansas laws and is intended to allow for sufficient
flexibility in the investment process to capture opportunities, yet ensure
that both prudence and care are maintained in the execution of the
investment program. While safety of principal is given primary
consideration, the Arkansas Teacher Retirement System Board of
Trustees;-hereinafter“Boeard" (“Board”) may take appropriate levels of
risk to earn higher levels of investment return.

2. The Board has arrived at this policy through careful study of the rates
of return and risks associated with various investment strategies in
relation to the current and projected liabilities of the Arkansas Teacher
Retirement System;-hereinafter"the-System(“the System”). This
policy has been chosen as the most appropriate for achieving the
financial objectives of the System. The policy will be reviewed
periodically as circumstances dictate.

3. The Board has adopted a long-term investment horizon so that the
chances and duration of investment losses are carefully weighed
against the long-term potential for appreciation of assets. The assets of
the System will be invested in a manner that provides the safeguards
and diversity to which a prudent investor would adhere. All transactions
undertaken on behalf of the System will be in the sole interest of the

members-of the SystemSystem’s plan beneficiaries.

4. To achieve the overall investment goal of the System, one or more
investment consultants may be retained by the Board as investment
advisors. The scope of duties, together with the terms and conditions
of engagement, of any investment consultant will be set forth in a
contract approved by the Board. Throughout this document,
investment advisors are referred to as investment consultants.

5. The System shall manage those assets not specifically allocated to
investment managers. No investment shall be made without an
investment consultant's recommendation. The System shall not
approve any material changes in any direct investment without first
receiving written advice/recommendationadvice or a written
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recommendation from a third-party investment consultant and, if
needed, outside legal counsel, and, without thereafter receiving written
approval by the Investment Committee and Board.

B. Divestment of Direct Holdings Held with Certain Financial Services
Providers

1. The System shall divest from all direct holdings that it has with a
financial services provider included on the list published on the
Treasurer of State’s website under § 25-1-1002. Divestment shall
occur as soon as practicable, but no later than three hundred sixty-five
(365) calendar days after the financial services provider’s inclusion on
the list published on the Treasurer of State’s website.

2. However, in order to prevent financial harm to the System and to
ensure that the System’s fiduciary duty is met, the System shall not
divest from an investment that it has with a financial services provider
included on the list published on the Treasurer of State’s website under
§ 25-1-1002 if the investment is locked into a maturity date and an
early divestment would result in a financial penalty and cause a
negative financial impact to the System.

C. Investments in Countries of Concern

1. In order to comply with Arkansas Code § 25-1-1201 et seq. and also to
ensure that System funds are not invested in the development of
technologies and products that may threaten the national security of
the United States, the System shall not directly hold any equity interest
or debt financing interest in any entity that is:

a. Owned in whole or with a majority ownership by the
government of the People’s Republic of China; or

b. Subject to any investment restrictions imposed by the
United States Department of the Treasury because the
entity is located in a country of concern and is engaged in
activities that may contribute to a threat to the national
security of the United States.

2. For any prohibited investment held by the System as of the adoption of
this section, the Executive Director, in cooperation with the investment
consultant and other necessary parties, shall divest the System of any
excluded holdings as soon as divestment is practicable and would not
result in a financial penalty or cause a material negative impact to the

System.
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B-D.

Standard of Care

1. Fhe-standard-of careforthe Board-and-Executive Directorof-the

assets-of the-System-is—whenWhen investing and reinvesting trust
assets and in acquiring, retaining, managing and disposing of
investments of the trust assets, there shall be exercised the
reasonable care, skill, and caution that a prudent investor would use
after considering the purposes, terms, distribution requirements, and
other circumstances of the trust. Investment and management
decisions respecting individual assets shall be evaluated not in
isolation but in the context of the trust portfolio as a whole and as a
part of an overall investment strategy having risk and return objectives
reasonably suited to the trust. The investments of the trust shall be
diversified unless the Board reasonably determines that, because of
special circumstances, the purposes of the trust are better served
without diversifying. The trust assets shall be invested and managed
solely in the interest of the members and benefit recipients of the trust.
The trust assets shall be invested in a manner to only incur costs that
are appropriate and reasonable in relation to the assets and purposes
of the investment. Compliance with the standard of care is determined
in light of facts and circumstances at the time of action, not in
hindsight.

Investment and management functions may be delegated to an
investment agent that a prudent trustee of comparable skills could
properly delegate under the circumstances. When making such
delegation, the Board shall establish the scope and terms of the
delegation, consistent with the purposes and terms of the trust, and
shall monitor the investment agent performance and compliance with
the terms of the delegation. In performing a delegated function, an
investment agent owes a duty to the System and the trust to exercise
reasonable care to comply with the terms of the delegation. The assets
of the System allocated to the investment managers shall be diligently
managed, which may include selling investments and realizing losses,
if such action is considered advantageous to longer-term return
maximization. In addition, the Executive Director may delegate certain
duties to the System's investment staff without relieving the Executive
Director from the ultimate responsibility.

Each party serving in a fiduciary capacity for the trust shall discharge

his or her duties solely in the pecuniary interest of the participants and
beneficiaries and in compliance with Arkansas Code § 24-2-801 et
seq. A fiduciary’s evaluation of an investment, or evaluation or exercise
of any right appurtenant to an investment, shall take into account only
pecuniary factors.
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3.4. Each party serving in a fiduciary capacity for the trust shall apply

the standard of care set forth herein.

C-E. Asset Allocation

1. The Board is responsible for the prudent investment of funds and to
maintain a proper allocation of the System's investment assets. The
Board, in conjunction with its investment consultants, shall set and
adjust the System's asset allocation ranges as necessary to provide an
optimal allocation to obtain its target returns. The general investment
consultant shall notify the Executive Director and the Board when an
asset liability modeling study should be undertaken. It shall be the goal
of the System to maintain the following asset allocation targets and

B-F.

ranges:

Asset Category Minimum* |Target |Maximum*
Total Equity 48.0% 53.0% |58.0%**
Fixed Income 13.0% 15.0% 17.0%
Opportunistic/Alternatives  |N/A 5.0% |N/A

Real Assets*** N/A 15.0% |N/A
Private Equity N/A 12.0% |N/A

Cash Equivalents 0.0% 0.0% |5.0%

* Due to the illiquid nature of opportunistic/alternatives, real assets,
and private equity, it is not prudent to set rebalancing ranges for these
asset classes

**Additional allocations to total equity may be made beyond the
maximum range to serve as a placeholder for unfunded and
uncommitted opportunistic/alternatives, real assets, and private equity

***Real assets includes real estate, timber, agriculture, and
infrastructure

Rebalancing

. The asset allocation ranges established by the Board represent the

Board's judgment of a portfolio mix that provides the greatest
risk/return value. Allowing the portfolio to exceed the Board limits
strays from the financial discipline, which the Board believes will - over
time - provide the appropriate risk-adjusted return to the System.

. The Executive Director is responsible for rebalancing the allowable

asset classes and the individual portfolios if any of the asset classes
falls outside of the designated range. The general investment
consultant shall provide guidance and advice to the Executive Director
to best achieve the rebalancing.
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3. Rebalancing among individual investment manager portfolios within

asset classes may also be necessary to ensure the appropriate level of
diversification is achieved by investment style, market capitalization or
risk levels (see total asset class guidelines) and/or to take advantage
of market conditions, fund manager expertise, opportunities, or other
circumstances that could be beneficial to ATRS.

4. The Executive Director may rebalance across all equity managers, all

equity holdings, all fixed income managers, and all fixed income
holdings. A Board approved transition manager may be used for
rebalancing. Rebalancing including the use of a Board approved
transition manager, as needed, may be initiated by the Executive
Director after recommendation from the appropriate investment
consultant and positive notice to the Board Chair. The Executive
Director and general investment consultant will monitor the asset
values by classification for each asset manager on a monthly basis,
based on month-end data provided by the custodial bank. The
Executive Director and general investment consultant shall regularly
inform the Board on the rebalancing pacing and strategy.

5. Whenever the minimum or maximum range of total equity or fixed

income has been exceeded, a transfer of funds or other appropriate
action will occur to bring the actual allocation within the prescribed
range within a time frame determined to be prudent by the Executive
Director in consultation with the general investment consultant.

6. Normal plan cash flows should be used to the extent possible to

E.G.

rebalance. Interest, dividends, and plan contributions should be used
to the extent possible to fund asset classes that are below their target.
Withdrawals should be made from asset classes that are above their
target.

Investment Manager Selection

1. The System may hire and retain individual investment managers to

implement the System’s investment strateqgy.

12 | . . I "

individuakinvestment-managers—Arkansas Code § 24-2-610 et seq.

requires ATRS to always operate under the prudent investor rule. The
prudent investor rule requires all investment decisions to be made
based on the experience of management, rates of return, appropriate
risk, reasonable cost, and all other relevant factors that should be used
by prudent investors.

2.3. _Itis the policy of the Board to include, whenever appropriate,

qualified minority—owned and women-owned business enterprises in
the System's investment manager selection process and to objectively
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evaluate all qualified investment manager candidates regardless of
race, gender or disability.

3.4. The Board will evaluate all qualified investment manager
candidates with emphasis on demonstrated professional performance,
organizational depth, institutional investment management capability,
and reasonableness of fee structure regardless of the amount of
investment assets under management or the age of the investment

management firm.

5. The Board willuse shall only hire and retain professional consultants
that do not use discriminatory practices in the creation and
maintenance of their investment manager databases and will require
the investment consultants to affirm their use of non-discriminatory
practices when recommending investment manager candidates to the
Board.

4.6. The Board shall only hire and retain investment managers and
professional consultants that agree to provide services to the System
in a manner that complies with Arkansas Code 8 24-2-601 et seq., 24-
2-801 et seq., 25-1-1001 et seq., and 25-1-1201 et seq.

EH. Goals

1. Recognizing the purpose of the System is to remain actuarially sound
and pay member benefits, the overall investment goal is to achieve,
over a period of years, the greatest rate of return for the System with
due consideration given to preserving capital and its purchasing power,
and to maintain an appropriate level of risk consistent with the
obligations of a prudent investor. The return of the System should
exceed, net of fees, a policy benchmark comprised of the respective
asset class benchmarks weighted by the asset class policy targets
over a full market cycle (approximately five years). During periods of
transition to and from nonmarketable and illiquid asset classes such as
private equity and real assets, actual allocations may be used over
extended periods to reflect these changes in the policy targets.
Periodic performance reports will provide a detailed description of the
policy benchmark composition over time.

2. The System's actuary sets an expected return based on the Board's
policy decisions. Market cycles may result in the System earning a
return materially above or below the actuarial rate of return for
extended periods of time. Therefore, the actuarial rate of return will not
be used for performance comparison purposes.
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G-|.Total Equity

HJ.

1. The total equity exposure of the portfolio shall be well diversified with
broad exposures to small, mid, and large capitalization companies and
growth and value style sectors across U.S. and non-U.S. markets.

2. The goal for total equity shall be to achieve a total rate of return that
will exceed, net of all fees and costs, the return of the aggregate global
equity market as measured by the Morgan Stanley Capital
International (MSCI) All Country World Index (ACWI) Investable
Market Index (IMI) over a full market cycle (approximately five years).
Because the total equity portfolio was previously segregated into
domestic and global equity components, the total equity portfolio has a
bias to domestic equity relative to the MSCI ACW!I IMI. Therefore, to
ensure appropriate performance measurement, the benchmark for
total equity will be appropriately weighted between the Dow Jones
U.S. Total Stock Market Index and the MSCI ACWI IMI Index to reflect
the current domestic / global asset mix until the domestic allocation is
in line with the global opportunity set as defined by the MSCI ACWI
IMI. The manager structure of the total equity portfolio should
resemble the weighted average of their respective benchmarks and
avoid any material biases due to a concentration of managers or
management styles. To achieve this goal, the Board may employ
various actively managed and passive mandates. The structure of the
equity component will be analyzed annually to ensure proper
diversification is achieved.

Fixed Income

1. The manager structure of the aggregate fixed income portfolio's risk
exposure should resemble the aggregate domestic fixed income
market as measured by the Barclays U.S. Universal Bond Index. To
help achieve this goal, the Board will employ investment managers that
invest assets in a broad array of sectors (government, mortgage
backed, credits, asset backed, and commercial mortgage backed
bonds), maturities, and credit qualities so that the overall portfolio
structure is not materially different from that of the domestic and global
fixed income markets. To provide a broad base of low-cost
diversification and readily available liquidity, the Board may allocate a
portion of the fixed income assets to a passive investment portfolio that
approximates the return of the broad fixed income market.

2. The goal for fixed income investments shall be to achieve a total rate
of return that will exceed, net of all costs and fees, the return of the
Barclays U.S. Universal Bond Index over a full market cycle
(approximately five years).
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LK. Opportunistic/Alternative Investments

1. The Opportunistic/Alternatives asset class may include investments in
direct hedge funds, hedge fund of funds, commaodities, currency
mandates, and other alternative strategies that are not closely
correlated or related to the traditional asset classes (fixed income,
equities, private equity, and real assets). Unique investments that do
not fit within the other asset class categories may also be included in
the Opportunistic/Alternative category at the Board's discretion.
Because this category may include illiquid investments made through
closed end investment partnerships, it may take a period of time to
reach and maintain the target allocation of 5%. Assets will be invested
in the total equity asset class when the opportunity/alternative
allocation is below its long-term target of 5%. The benchmark for the
category will be a weighted average of the benchmarks of the
underlying strategies.

2. The goal of the credit, global macro, and other liquid alternative
investments shall be to achieve a total rate of return that will exceed,
net of all fees and costs, the return of the appropriate institutional
quality hedge fund index over a full market cycle (approximately five
years). Appropriate benchmarks will be determined as investments are
added to the portfolio.

JL.Real Assets

1. The Real Asset category may include real estate, timber, agriculture,
and infrastructure. While no fixed targets are set, the following general
parameters have been identified:

- 10% Real Estate
- 2% Timber

- 1% Agriculture

- 2% Infrastructure

The total target of the asset class will be 15%. Because this category
may include illiquid investments made through closed end investment
partnerships, it will take a period of time to reach these targets. Assets
will be invested in the total equity asset class until the total target is
attained.

The System may initiate investments in real estate as governed by the
Real Asset Statement of Investment Policy. The System's goal for real
estate is to not materially exceed the System's approved target asset

allocation for total real estate investments as determined by the Board
at the beginning of each fiscal year. Should the real estate target asset
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allocation be exceeded, the Executive Director, working with the Real
Estate Consultant, shall develop a pacing and strategy plan to address
the over allocation.

ATRS' Real Estate portfolio is benchmarked on a net of fee basis
against the NCREIF Fund Index Open-end Diversified Core Equity
Index ("NFIODCE"). Once ATRS' Real Estate portfolio reaches its full
target allocation for a five-yearfive-year period, it is expected to meet
or exceed the NFIODCE over rolling five-yearfive-year periods.

The System may initiate direct ownership in timberland or indirect
investments in fund of funds, partnerships, corporations, or real estate
investment trusts ("REITS") investing in investment grade properties of
like kind.

2. The goal of the timberland investments shall be to achieve a total rate
of return that will exceed, net of all fees and costs, the return of the
NCREIF Timberland Property Index ("NTPI") over a five-yearfive-year
rolling period. The Consumer Price Index plus 300 basis points will be
used as a secondary measurement to gauge the timber portfolio's
performance compared to the opportunity cost of investing in timber.

The goal of the agriculture investments shall be to achieve a total rate
of return that will exceed, net of all fees and costs, the return of the
NCREIF Farmland Index ("NFI") over a five-yearfive-year rolling
period. The Consumer Price Index plus 300 basis points will be used
as a secondary measurement to gauge the agriculture portfolio's
performance compared to the opportunity cost of investing in
agriculture.

The goal of the infrastructure investments shall be to achieve a total
rate of return that will exceed, net of all fees and costs, the return of
the Consumer Price Index (CPI) plus 5 percentage points over a full
market cycle (approximately ten years). The Consumer Price Index
plus 5 percentage points will be used as the benchmark to reflect the
opportunity cost of investing in infrastructure. Similar infrastructure
programs of institutional investors will also be used as a secondary
benchmark to the extent such data is made available.

The ATRS Total Real Asset Benchmark is weighted by the allocations
based on Net Asset Values across the various sub-categories, and
thus defined as Real Estate benchmark, Timber benchmark,
Agriculture benchmark and Infrastructure benchmark. The net of fee
return for ATRS' Total Real Asset Portfolio is expected to meet or
exceed the Total Real Asset Benchmark over rolling five year periods.
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K. Private Equity

1. The System may initiate investments in private equity as governed by
the Private Equity Statement of Investment Policy. Private equity
investments may include domestic and foreign private equity
partnerships, venture capital, and mezzanine financing partnerships
that are intended to diversify the assets and reduce the likelihood of
material losses in any individual investment classification. The
investment consultant responsible for private equity shall advise the
Executive Director and Board on the Private Equity Statement of
Investment Policy and the structure of private equity investments best
suited for the System.

2. The System's goal for private equity investments is to achieve a total
rate of return that will exceed, net of all costs and fees, the return of
the public equity markets, as measured by the Dow Jones U.S. Total
Stock Market Index, plus a liquidity premium of 2 percentage points per
year over a full market cycle for private equity (approximately ten
years).

L. Cash Equivalents

1. The System may hold direct ownership in short-term investments or
may permit or require managers to hold cash or cash equivalents to
meet liquidity needs of the investment manager or of the System.

2. The System's cash management goal shall be to preserve capital and
maintain liquidity.

M. Arkansas-Related Investments

1. The System may initiate Arkansas-related mortgage loans, promissory
notes, direct real estate investments, or purchase insured certificates
of deposit or shert-termshort-term securities of Arkansas financial
institutions to meet the goals of the mandated requirements. Arkansas-
related investments are categorized according to the appropriate asset
class for each investment. In addition, Arkansas related investments
include, but are not limited to, investments managed by an Arkansas
related manager, Arkansas related investments held by other fund
managers, Arkansas timberland, partnerships based in Arkansas, and
partnerships holding Arkansas properties.

N. Commingled or Mutual Funds

1. If a commingled fund or mutual fund is utilized, the portfolio will be
governed by the prospectus or similar document for the fund. In those
cases, the System will utilize the prudent investor rule and advice of
the investment consultant in selecting and evaluating funds initially and
in monitoring them on an on-going basis.
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O. Derivatives

1.

Derivatives may be used to reduce the risk in a portfolio and provide
desired market and security level positions as an alternative to
purchasing cash securities. Excessive leverage shall not be created
through the use of derivatives in a manner that substantially increases
the System's portfolio risk. Each investment manager's derivative
usage shall be specified in the investment management agreement or
specific guidelines.

. The use of futures and options shall be matched by cash or cash

equivalent securities, and all short futures positions shall be matched
by equivalent long security positions, unless otherwise stated in the
investment manager guidelines or authorizing fund documents.

P. Loaning of Securities

1.

The lending agent will evaluate the credit-worthiness of potential
borrowers of securities, and will loan securities only to financially
sound borrowers. The lending agent will maintain a diversified list of
such borrowers in order to mitigate the counterparty risk that is
inherent in securities lending.

Collateral levels should be based on the nature of the loaned security
and will generally be between 102% and 105% of the market value of
the borrowed security. Marking to market will be performed every
business day subject to de minimis rules of change in value, and
borrowers will be required to deliver additional assets as necessary to
maintain overcollateralization of securities loans.

Q. Securities Lending Reinvestment Guidelines

1.

The cash collateral portfolio will be managed on an amortized cost
basis (maintain a $1 net asset value) and have investment guidelines
that are 2a-7-like in nature (money market fund guidelines) to ensure
that only a moderate amount of risk is taken on the reinvestment of the
cash collateral. This will control the amount of credit and duration risk
that can be taken by the short duration fixed income manager, which
will help to mitigate losses due to insufficient collateral relative to the
amount on loan. In addition, guidelines for the cash collateral portfolio
will be created in conjunction with the lending strategy and with input
from the securities lending agent.

2. The collateral pool should also maintain a reasonable level of overnight

liquidity in order to allow for the smooth recall of securities over time.
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Investment Manager Reporting

1. The System will require all investment managers, managing partners,
and general partners to provide on at least a quarterly and an annual
basis, reporting appropriate for the investment.

Roles

1. The Executive Director and investment consultant are jointly
responsible for the initial selection of investment managers and any
increase or decrease in an investment manager's funding. The
Executive Director and investment consultant are jointly responsible for
monitoring existing investment managers on performance, stability,
and compliance. The Executive Director and investment consultant
may also recommend termination of an investment manager when
circumstances justify termination. Reasons for termination include, but
are not limited to, relative performance, relative stability, costs,
strategic allocation of assets, or other relevant factors that a prudent
investor would use.

Proxies

1. 2—All shares held directly or indirectly by or on behalf of the System
shall be voted on solely in the pecuniary interest of the System’s plan
beneficiaries, in compliance with Arkansas Code § 24-2-801 et seq.

2. Unless an economically practicable alternative is unavailable, the
System shall not: (A) Follow the recommendations of a proxy advisory
firm or other service provider unless the firm or service provider has a
practice of and provides a written commitment to adhere to the practice

of following proxy voting quidelines that are consistent with the
System’s obligation to act based only on pecuniary factors, or (B)
Entrust the System’s plan assets to a fiduciary unless the fiduciary has
a practice of and provides a written commitment to adhere to the
practice of following quideline when engaging with portfolio companies
and voting shares or proxies that match the obligation of the System’s
obligation to act based only on pecuniary factors.

3. The System authorizes the investment manager to vote all proxies
related to stocks in which it invests the System's assets. The System
requires the investment manager to vote all proxies in a manner that
complies with Arkansas Code 8§ 24-2-801 et seq. The System expeects
requires the investment manager to cast votes solely in the best
interest of plan beneficiaries.
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U. Soft Dollars

1.

HISTORY

Amended
Amended
Amended
Amended
Amended
Amended
Amended
Amended
Amended

Commissions paid by investment managers for the purchase of equity
securities are System assets and must be used for the sole benefit of
the System members. Whenever possible, investment managers
should seek to execute trades at the lowest possible commission rate
but not to the detriment of best execution, which can result in a higher
cost to the System. So that the Board may fulfill its obligation to ensure
that System assets are being used appropriately, relevant equity
investment managers shall provide periodic reports to the general
investment consultant on brokerage activity, commissions, services,
and such other information as may be requested by the investment
consultant or Board. The investment consultant shall provide a periodic
report to the Board summarizing such equity investment managers'
reports and highlighting any questionable or problem areas.

: October 4, 2010

: February 7, 2011
:June 3, 2013

: October 7, 2013

: February 17, 2014
:June 1, 2015

. April 21, 2016

: November 13, 2017
: April 1, 2019

Amended: February 3, 2020 as Board Policy 4

Amended
Amended

Amended

: December 7, 2020
:June 7, 2021

: September 25, 2023
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ATRS Board Policy 4
STATEMENT OF INVESTMENT POLICY

A.C.A. § 24-7-305

I. Board - Investment Policies and Procedures

A. Statement of Investment Policy

1.

This Investment Policy has been prepared within the context of
applicable Arkansas laws and is intended to allow for sufficient
flexibility in the investment process to capture opportunities, yet ensure
that both prudence and care are maintained in the execution of the
investment program. While safety of principal is given primary
consideration, the Arkansas Teacher Retirement System Board of
Trustees (“Board”) may take appropriate levels of risk to earn higher
levels of investment return.

. The Board has arrived at this policy through careful study of the rates

of return and risks associated with various investment strategies in
relation to the current and projected liabilities of the Arkansas Teacher
Retirement System(“the System”). This policy has been chosen as the
most appropriate for achieving the financial objectives of the System.
The policy will be reviewed periodically as circumstances dictate.

. The Board has adopted a long-term investment horizon so that the

chances and duration of investment losses are carefully weighed
against the long-term potential for appreciation of assets. The assets of
the System will be invested in a manner that provides the safeguards
and diversity to which a prudent investor would adhere. All transactions
undertaken on behalf of the System will be in the sole interest of the
System’s plan beneficiaries.

. To achieve the overall investment goal of the System, one or more

investment consultants may be retained by the Board as investment
advisors. The scope of duties, together with the terms and conditions
of engagement, of any investment consultant will be set forth in a
contract approved by the Board. Throughout this document,
investment advisors are referred to as investment consultants.

. The System shall manage those assets not specifically allocated to

investment managers. No investment shall be made without an
investment consultant's recommendation. The System shall not
approve any material changes in any direct investment without first
receiving written advice or a written recommendation from a third-party
investment consultant and, if needed, outside legal counsel, and,
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without thereafter receiving written approval by the Investment
Committee and Board.

B. Divestment of Direct Holdings Held with Certain Financial Services
Providers

1.

The System shall divest from all direct holdings that it has with a
financial services provider included on the list published on the
Treasurer of State’s website under § 25-1-1002. Divestment shall
occur as soon as practicable, but no later than three hundred sixty-five
(365) calendar days after the financial services provider’s inclusion on
the list published on the Treasurer of State’s website.

However, in order to prevent financial harm to the System and to
ensure that the System’s fiduciary duty is met, the System shall not
divest from an investment that it has with a financial services provider
included on the list published on the Treasurer of State’s website under
§ 25-1-1002 if the investment is locked into a maturity date and an
early divestment would result in a financial penalty and cause a
negative financial impact to the System.

C. Investments in Countries of Concern

1.

In order to comply with Arkansas Code 8§ 25-1-1201 et seq. and also to
ensure that System funds are not invested in the development of
technologies and products that may threaten the national security of
the United States, the System shall not directly hold any equity interest
or debt financing interest in any entity that is:

a. Owned in whole or with a majority ownership by the
government of the People’s Republic of China; or

b. Subject to any investment restrictions imposed by the
United States Department of the Treasury because the
entity is located in a country of concern and is engaged in
activities that may contribute to a threat to the national
security of the United States.

For any prohibited investment held by the System as of the adoption of
this section, the Executive Director, in cooperation with the investment
consultant and other necessary parties, shall divest the System of any
excluded holdings as soon as divestment is practicable and would not
result in a financial penalty or cause a material negative impact to the
System.
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D. Standard of Care

1. When investing and reinvesting trust assets and in acquiring, retaining,
managing and disposing of investments of the trust assets, there shall
be exercised the reasonable care, skill, and caution that a prudent
investor would use after considering the purposes, terms, distribution
requirements, and other circumstances of the trust. Investment and
management decisions respecting individual assets shall be evaluated
not in isolation but in the context of the trust portfolio as a whole and as
a part of an overall investment strategy having risk and return
objectives reasonably suited to the trust. The investments of the trust
shall be diversified unless the Board reasonably determines that,
because of special circumstances, the purposes of the trust are better
served without diversifying. The trust assets shall be invested and
managed solely in the interest of the members and benefit recipients of
the trust. The trust assets shall be invested in a manner to only incur
costs that are appropriate and reasonable in relation to the assets and
purposes of the investment. Compliance with the standard of care is
determined in light of facts and circumstances at the time of action, not
in hindsight.

2. Investment and management functions may be delegated to an
investment agent that a prudent trustee of comparable skills could
properly delegate under the circumstances. When making such
delegation, the Board shall establish the scope and terms of the
delegation, consistent with the purposes and terms of the trust, and
shall monitor the investment agent performance and compliance with
the terms of the delegation. In performing a delegated function, an
investment agent owes a duty to the System and the trust to exercise
reasonable care to comply with the terms of the delegation. The assets
of the System allocated to the investment managers shall be diligently
managed, which may include selling investments and realizing losses,
if such action is considered advantageous to longer-term return
maximization. In addition, the Executive Director may delegate certain
duties to the System's investment staff without relieving the Executive
Director from the ultimate responsibility.

3. Each party serving in a fiduciary capacity for the trust shall discharge
his or her duties solely in the pecuniary interest of the participants and
beneficiaries and in compliance with Arkansas Code § 24-2-801 et
seq. A fiduciary’s evaluation of an investment, or evaluation or exercise
of any right appurtenant to an investment, shall take into account only
pecuniary factors.

4. Each party serving in a fiduciary capacity for the trust shall apply the
standard of care set forth herein.
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E. Asset Allocation

1. The Board is responsible for the prudent investment of funds and to

maintain a proper allocation of the System's investment assets. The
Board, in conjunction with its investment consultants, shall set and
adjust the System's asset allocation ranges as necessary to provide an
optimal allocation to obtain its target returns. The general investment
consultant shall notify the Executive Director and the Board when an
asset liability modeling study should be undertaken. It shall be the goal
of the System to maintain the following asset allocation targets and
ranges:

Asset Category Minimum* Target Maximum*
Total Equity 48.0% 53.0% |58.0%**
Fixed Income 13.0% 15.0% (17.0%
Opportunistic/Alternatives  |N/A 5.0% |N/A

Real Assets*** N/A 15.0% |N/A
Private Equity N/A 12.0% |N/A

Cash Equivalents 0.0% 0.0% 5.0%

* Due to the illiquid nature of opportunistic/alternatives, real assets,
and private equity, it is not prudent to set rebalancing ranges for these
asset classes

**Additional allocations to total equity may be made beyond the
maximum range to serve as a placeholder for unfunded and
uncommitted opportunistic/alternatives, real assets, and private equity

***Real assets includes real estate, timber, agriculture, and
infrastructure

F. Rebalancing

1.

The asset allocation ranges established by the Board represent the
Board's judgment of a portfolio mix that provides the greatest
risk/return value. Allowing the portfolio to exceed the Board limits
strays from the financial discipline, which the Board believes will - over
time - provide the appropriate risk-adjusted return to the System.

. The Executive Director is responsible for rebalancing the allowable

asset classes and the individual portfolios if any of the asset classes
falls outside of the designated range. The general investment
consultant shall provide guidance and advice to the Executive Director
to best achieve the rebalancing.

Rebalancing among individual investment manager portfolios within
asset classes may also be necessary to ensure the appropriate level of
diversification is achieved by investment style, market capitalization or
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risk levels (see total asset class guidelines) and/or to take advantage
of market conditions, fund manager expertise, opportunities, or other
circumstances that could be beneficial to ATRS.

The Executive Director may rebalance across all equity managers, all
equity holdings, all fixed income managers, and all fixed income
holdings. A Board approved transition manager may be used for
rebalancing. Rebalancing including the use of a Board approved
transition manager, as needed, may be initiated by the Executive
Director after recommendation from the appropriate investment
consultant and positive notice to the Board Chair. The Executive
Director and general investment consultant will monitor the asset
values by classification for each asset manager on a monthly basis,
based on month-end data provided by the custodial bank. The
Executive Director and general investment consultant shall regularly
inform the Board on the rebalancing pacing and strategy.

. Whenever the minimum or maximum range of total equity or fixed

income has been exceeded, a transfer of funds or other appropriate
action will occur to bring the actual allocation within the prescribed
range within a time frame determined to be prudent by the Executive
Director in consultation with the general investment consultant.

Normal plan cash flows should be used to the extent possible to
rebalance. Interest, dividends, and plan contributions should be used
to the extent possible to fund asset classes that are below their target.
Withdrawals should be made from asset classes that are above their
target.

. Investment Manager Selection

1.

The System may hire and retain individual investment managers to
implement the System’s investment strategy.

. Arkansas Code § 24-2-610 et seq. requires ATRS to always operate

under the prudent investor rule. The prudent investor rule requires all
investment decisions to be made based on the experience of
management, rates of return, appropriate risk, reasonable cost, and all
other relevant factors that should be used by prudent investors.

It is the policy of the Board to include, whenever appropriate, qualified
minority—owned and women-owned business enterprises in the
System's investment manager selection process and to objectively
evaluate all qualified investment manager candidates regardless of
race, gender or disability.

. The Board will evaluate all qualified investment manager candidates

with emphasis on demonstrated professional performance,
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organizational depth, institutional investment management capability,
and reasonableness of fee structure regardless of the amount of
investment assets under management or the age of the investment
management firm.

. The Board shall only hire and retain professional consultants that do

not use discriminatory practices in the creation and maintenance of

their investment manager databases and will require the investment
consultants to affirm their use of non-discriminatory practices when

recommending investment manager candidates to the Board.

. The Board shall only hire and retain investment managers and

professional consultants that agree to provide services to the System
in a manner that complies with Arkansas Code § 24-2-601 et seq., 24-
2-801 et seq., 25-1-1001 et seq., and 25-1-1201 et seq.

. Goals

1.

Recognizing the purpose of the System is to remain actuarially sound
and pay member benefits, the overall investment goal is to achieve,
over a period of years, the greatest rate of return for the System with
due consideration given to preserving capital and its purchasing power,
and to maintain an appropriate level of risk consistent with the
obligations of a prudent investor. The return of the System should
exceed, net of fees, a policy benchmark comprised of the respective
asset class benchmarks weighted by the asset class policy targets
over a full market cycle (approximately five years). During periods of
transition to and from nonmarketable and illiquid asset classes such as
private equity and real assets, actual allocations may be used over
extended periods to reflect these changes in the policy targets.
Periodic performance reports will provide a detailed description of the
policy benchmark composition over time.

. The System's actuary sets an expected return based on the Board's

policy decisions. Market cycles may result in the System earning a
return materially above or below the actuarial rate of return for
extended periods of time. Therefore, the actuarial rate of return will not
be used for performance comparison purposes.

Total Equity

1.

The total equity exposure of the portfolio shall be well diversified with
broad exposures to small, mid, and large capitalization companies and
growth and value style sectors across U.S. and non-U.S. markets.

. The goal for total equity shall be to achieve a total rate of return that

will exceed, net of all fees and costs, the return of the aggregate global
equity market as measured by the Morgan Stanley Capital
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International (MSCI) All Country World Index (ACWI) Investable
Market Index (IMI) over a full market cycle (approximately five years).
Because the total equity portfolio was previously segregated into
domestic and global equity components, the total equity portfolio has a
bias to domestic equity relative to the MSCI ACWI IMI. Therefore, to
ensure appropriate performance measurement, the benchmark for
total equity will be appropriately weighted between the Dow Jones
U.S. Total Stock Market Index and the MSCI ACWI IMI Index to reflect
the current domestic / global asset mix until the domestic allocation is
in line with the global opportunity set as defined by the MSCI ACWI
IMI. The manager structure of the total equity portfolio should
resemble the weighted average of their respective benchmarks and
avoid any material biases due to a concentration of managers or
management styles. To achieve this goal, the Board may employ
various actively managed and passive mandates. The structure of the
equity component will be analyzed annually to ensure proper
diversification is achieved.

J. Fixed Income

1. The manager structure of the aggregate fixed income portfolio's risk
exposure should resemble the aggregate domestic fixed income
market as measured by the Barclays U.S. Universal Bond Index. To
help achieve this goal, the Board will employ investment managers that
invest assets in a broad array of sectors (government, mortgage
backed, credits, asset backed, and commercial mortgage backed
bonds), maturities, and credit qualities so that the overall portfolio
structure is not materially different from that of the domestic and global
fixed income markets. To provide a broad base of low-cost
diversification and readily available liquidity, the Board may allocate a
portion of the fixed income assets to a passive investment portfolio that
approximates the return of the broad fixed income market.

2. The goal for fixed income investments shall be to achieve a total rate
of return that will exceed, net of all costs and fees, the return of the
Barclays U.S. Universal Bond Index over a full market cycle
(approximately five years).

K. Opportunistic/Alternative Investments

1. The Opportunistic/Alternatives asset class may include investments in
direct hedge funds, hedge fund of funds, commaodities, currency
mandates, and other alternative strategies that are not closely
correlated or related to the traditional asset classes (fixed income,
equities, private equity, and real assets). Unique investments that do
not fit within the other asset class categories may also be included in
the Opportunistic/Alternative category at the Board's discretion.
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Because this category may include illiquid investments made through
closed end investment partnerships, it may take a period of time to
reach and maintain the target allocation of 5%. Assets will be invested
in the total equity asset class when the opportunity/alternative
allocation is below its long-term target of 5%. The benchmark for the
category will be a weighted average of the benchmarks of the
underlying strategies.

2. The goal of the credit, global macro, and other liquid alternative
investments shall be to achieve a total rate of return that will exceed,
net of all fees and costs, the return of the appropriate institutional
quality hedge fund index over a full market cycle (approximately five
years). Appropriate benchmarks will be determined as investments are
added to the portfolio.

L. Real Assets

1. The Real Asset category may include real estate, timber, agriculture,
and infrastructure. While no fixed targets are set, the following general
parameters have been identified:

- 10% Real Estate
- 2% Timber

- 1% Agriculture

- 2% Infrastructure

The total target of the asset class will be 15%. Because this category
may include illiquid investments made through closed end investment
partnerships, it will take a period of time to reach these targets. Assets
will be invested in the total equity asset class until the total target is
attained.

The System may initiate investments in real estate as governed by the
Real Asset Statement of Investment Policy. The System's goal for real
estate is to not materially exceed the System's approved target asset
allocation for total real estate investments as determined by the Board
at the beginning of each fiscal year. Should the real estate target asset
allocation be exceeded, the Executive Director, working with the Real
Estate Consultant, shall develop a pacing and strategy plan to address
the over allocation.

ATRS' Real Estate portfolio is benchmarked on a net of fee basis
against the NCREIF Fund Index Open-end Diversified Core Equity
Index ("NFIODCE"). Once ATRS' Real Estate portfolio reaches its full
target allocation for a five-year period, it is expected to meet or exceed
the NFIODCE over rolling five-year periods.
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The System may initiate direct ownership in timberland or indirect
investments in fund of funds, partnerships, corporations, or real estate
investment trusts ("REITS") investing in investment grade properties of
like kind.

2. The goal of the timberland investments shall be to achieve a total rate
of return that will exceed, net of all fees and costs, the return of the
NCREIF Timberland Property Index ("NTPI") over a five-year rolling

period. The Consumer Price Index plus 300 basis points will be used as a

secondary measurement to gauge the timber portfolio's performance
compared to the opportunity cost of investing in timber.

The goal of the agriculture investments shall be to achieve a total rate
of return that will exceed, net of all fees and costs, the return of the
NCREIF Farmland Index ("NFI") over a five-year rolling period. The
Consumer Price Index plus 300 basis points will be used as a
secondary measurement to gauge the agriculture portfolio's
performance compared to the opportunity cost of investing in
agriculture.

The goal of the infrastructure investments shall be to achieve a total
rate of return that will exceed, net of all fees and costs, the return of
the Consumer Price Index (CPI) plus 5 percentage points over a full
market cycle (approximately ten years). The Consumer Price Index
plus 5 percentage points will be used as the benchmark to reflect the
opportunity cost of investing in infrastructure. Similar infrastructure
programs of institutional investors will also be used as a secondary
benchmark to the extent such data is made available.

The ATRS Total Real Asset Benchmark is weighted by the allocations
based on Net Asset Values across the various sub-categories, and
thus defined as Real Estate benchmark, Timber benchmark,
Agriculture benchmark and Infrastructure benchmark. The net of fee
return for ATRS' Total Real Asset Portfolio is expected to meet or
exceed the Total Real Asset Benchmark over rolling five year periods.

K. Private Equity

1. The System may initiate investments in private equity as governed by
the Private Equity Statement of Investment Policy. Private equity
investments may include domestic and foreign private equity
partnerships, venture capital, and mezzanine financing partnerships
that are intended to diversify the assets and reduce the likelihood of
material losses in any individual investment classification. The
investment consultant responsible for private equity shall advise the
Executive Director and Board on the Private Equity Statement of
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Investment Policy and the structure of private equity investments best
suited for the System.

. The System's goal for private equity investments is to achieve a total

rate of return that will exceed, net of all costs and fees, the return of
the public equity markets, as measured by the Dow Jones U.S. Total
Stock Market Index, plus a liquidity premium of 2 percentage points per
year over a full market cycle for private equity (approximately ten
years).

Cash Equivalents

1.

The System may hold direct ownership in short-term investments or
may permit or require managers to hold cash or cash equivalents to
meet liquidity needs of the investment manager or of the System.

The System's cash management goal shall be to preserve capital and
maintain liquidity.

. Arkansas-Related Investments

1.

The System may initiate Arkansas-related mortgage loans, promissory
notes, direct real estate investments, or purchase insured certificates
of deposit or short-term securities of Arkansas financial institutions to
meet the goals of the mandated requirements. Arkansas-related
investments are categorized according to the appropriate asset class
for each investment. In addition, Arkansas related investments include,
but are not limited to, investments managed by an Arkansas related
manager, Arkansas related investments held by other fund managers,
Arkansas timberland, partnerships based in Arkansas, and
partnerships holding Arkansas properties.

. Commingled or Mutual Funds

1.

If a commingled fund or mutual fund is utilized, the portfolio will be
governed by the prospectus or similar document for the fund. In those
cases, the System will utilize the prudent investor rule and advice of
the investment consultant in selecting and evaluating funds initially and
in monitoring them on an on-going basis.

. Derivatives

1.

Derivatives may be used to reduce the risk in a portfolio and provide
desired market and security level positions as an alternative to
purchasing cash securities. Excessive leverage shall not be created
through the use of derivatives in a manner that substantially increases
the System'’s portfolio risk. Each investment manager's derivative
usage shall be specified in the investment management agreement or
specific guidelines.
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. The use of futures and options shall be matched by cash or cash

equivalent securities, and all short futures positions shall be matched
by equivalent long security positions, unless otherwise stated in the
investment manager guidelines or authorizing fund documents.

Loaning of Securities

1.

The lending agent will evaluate the credit-worthiness of potential
borrowers of securities, and will loan securities only to financially
sound borrowers. The lending agent will maintain a diversified list of
such borrowers in order to mitigate the counterparty risk that is
inherent in securities lending.

Collateral levels should be based on the nature of the loaned security
and will generally be between 102% and 105% of the market value of
the borrowed security. Marking to market will be performed every
business day subject to de minimis rules of change in value, and
borrowers will be required to deliver additional assets as necessary to
maintain overcollateralization of securities loans.

. Securities Lending Reinvestment Guidelines

1.

The cash collateral portfolio will be managed on an amortized cost
basis (maintain a $1 net asset value) and have investment guidelines
that are 2a-7-like in nature (money market fund guidelines) to ensure
that only a moderate amount of risk is taken on the reinvestment of the
cash collateral. This will control the amount of credit and duration risk
that can be taken by the short duration fixed income manager, which
will help to mitigate losses due to insufficient collateral relative to the
amount on loan. In addition, guidelines for the cash collateral portfolio
will be created in conjunction with the lending strategy and with input
from the securities lending agent.

. The collateral pool should also maintain a reasonable level of overnight

liquidity in order to allow for the smooth recall of securities over time.

Investment Manager Reporting

1.

The System will require all investment managers, managing partners,
and general partners to provide on at least a quarterly and an annual
basis, reporting appropriate for the investment.

Roles

1.

The Executive Director and investment consultant are jointly
responsible for the initial selection of investment managers and any
increase or decrease in an investment manager's funding. The
Executive Director and investment consultant are jointly responsible for
monitoring existing investment managers on performance, stability,
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and compliance. The Executive Director and investment consultant
may also recommend termination of an investment manager when
circumstances justify termination. Reasons for termination include, but
are not limited to, relative performance, relative stability, costs,
strategic allocation of assets, or other relevant factors that a prudent
investor would use.

T. Proxies

1. All shares held directly or indirectly by or on behalf of the System shall
be voted on solely in the pecuniary interest of the System’s plan
beneficiaries, in compliance with Arkansas Code § 24-2-801 et seq.

2. Unless an economically practicable alternative is unavailable, the
System shall not: (A) Follow the recommendations of a proxy advisory
firm or other service provider unless the firm or service provider has a
practice of and provides a written commitment to adhere to the practice
of following proxy voting guidelines that are consistent with the
System’s obligation to act based only on pecuniary factors, or (B)
Entrust the System’s plan assets to a fiduciary unless the fiduciary has
a practice of and provides a written commitment to adhere to the
practice of following guideline when engaging with portfolio companies
and voting shares or proxies that match the obligation of the System’s
obligation to act based only on pecuniary factors.

3. The System authorizes the investment manager to vote all proxies
related to stocks in which it invests the System's assets. The System
requires the investment manager to vote all proxies in a manner that
complies with Arkansas Code § 24-2-801 et seq. The System requires
the investment manager to cast votes solely in the best interest of plan
beneficiaries.

U. Soft Dollars

1. Commissions paid by investment managers for the purchase of equity
securities are System assets and must be used for the sole benefit of
the System members. Whenever possible, investment managers
should seek to execute trades at the lowest possible commission rate
but not to the detriment of best execution, which can result in a higher
cost to the System. So that the Board may fulfill its obligation to ensure
that System assets are being used appropriately, relevant equity
investment managers shall provide periodic reports to the general
investment consultant on brokerage activity, commissions, services,
and such other information as may be requested by the investment
consultant or Board. The investment consultant shall provide a periodic
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report to the Board summarizing such equity investment managers'
reports and highlighting any questionable or problem areas.
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AMENDED AND RESTATED FARMLAND MANAGEMENT AGREEMENT

This Amended and Restated Farmland Management Agreement (along with all exhibits and
schedules, the “Agreement”) is made and entered into effective as of the ____ day of ___, 20234, (the
“Effective Date”) by and between ARKANSAS TEACHER RETIREMENT SYSTEM (‘ATRS”); and US
AGRICULTURE, LLC, a Delaware limited liability company (‘USAG”), each, a “Party” and collectively, the
“‘Parties”.

RECITALS

A. The Arkansas Teacher Retirement System was created pursuant to the Arkansas Teach
Retirement Act, Title 24, Chapter 7, Subchapter 2 of the Arkansas Code of 1987 (the “Code”), to provide a
fund for the payment of retirement benefits to eligible retirees from funds contributed to the System for such
purpose; and

B. The Board of Trustees of ATRS (the “Board”) has the power to invest and reinvest the assets
of ATRS; and

C. Pursuant to the terms of that certain Farmland Management Agreement dated June 7, 2018
(the “Original Agreement”), the Board appointed USAG to invest, reinvest, and manage certain assets of
ATRS allocated to USAG in accordance with the Original Agreement;-and

D. ATRS and USAG amended and restated the Original Agreement on July 26, 2021 (the
“Amended and Restated Agreement”); and

E. ATRS and USAG desire to further amend and restate the Original-Amended and Restated
Agreement as provided below in this Agreement.

TERMS OF AGREEMENT

In consideration of the foregoing Recitals and of the promises and mutual agreements contained
herein, ATRS and USAG hereby agree as follows:

ARTICLE 1
DEFINITIONS AND TERMS

Section 1.1 Definitions. In addition to those capitalized terms that are otherwise defined in this
Agreement, the following capitalized terms, unless the context clearly indicates otherwise, shall have the
following meanings:

(a) “Affiliate” when used with respect to a specific Person means a Person that, directly or
indirectly, or through one or more intermediaries, is Controlling or Controlled by or under
common Control with such Person.

(b) “‘Annual Business Plan” means that plan or plans prepared by USAG in accordance with the

specifications set forth in EXHIBIT A hereto in and delivered to an Authorized ATRS
Representative on or before March 31st of each calendar year that pertains to the operation,
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management and development of all Farm Assets (including, but not limited to, budgets and
expenditure authorizations with respect to each Farm Asset), and the investment and
reinvestment of Farm Assets during the applicable calendar year.

‘Applicable Law” means any statute, law, ordinance, rule, public administrative
interpretation, published policy statement, regulation, order, writ, injunction, directive,
judgment, decree or other requirement of any nation, state, county, city, or other unit or
subdivision thereof or any entity, authority, agency, department, Board, commission,
instrumentality, court or other judicial body authorized on behalf of any of the foregoing to
exercise legislative, judicial, regulatory or administrative functions or pertaining to
government, or any governmental or non-governmental self-regulatory organization,
applicable to the Person or Persons referenced.

‘Authorized ATRS Representative” means (i) the ATRS Executive Director, or (i) any other
Person designated by ATRS Board to act on behalf of and in the name of ATRS; provided,
USAG shall be notified in writing by ATRS of any such Person so designated in clause (ii)
above.

‘Books and Records” means the books and records and original contracts, instruments and
agreements in the possession of USAG relating to the Company or the acquisition, sale,
lease, disposition, ownership, development, construction, management, servicing, operation
or improvement of each and every Farm Asset or otherwise relating to the Farm Assets
(including all balance sheets, financial pro-forma, operating statements, income and
expense reports, capital expenditure budgets, other financial reports of every nature kept or
maintained by USAG, promissory notes or other evidences of indebtedness, deeds, Leases,
insurance (including title insurance) policies, mortgages, deeds of trust and other security
documents, surveys, management agreements, ancillary trust agreements, and the by-laws,
minutes of meetings, and all other corporate records of the Company.

“‘Cause” means any of the following: (i) fraud, dishonesty, malfeasance, gross negligence or
breach of fiduciary duty by USAG or any of its Affiliates; (i) the institution of any litigation,
administrative proceedings or prosecution of criminal charges against or involving USAG or
any of its Affiliates which, in the sole discretion of ATRS, is materially adverse to the
reputation or business of ATRS or its Affiliates, or the ability of USAG to perform under this
Agreement and with respect to which a meritorious defense has not been asserted within a
reasonable time following the institution of such action and thereafter diligently prosecuted
or pursued; (iii) engagement by USAG or any of its Affiliates in activities clearly injurious to
the reputation or business of the Company or ATRS and failure to cease such activity within
thirty (30) days after written notice from ATRS requesting such; (iv) a breach by USAG of
any term or condition of this Agreement or any Direction and failure to cure such breach
within thirty (30) days of receipt of written notice from ATRS of such breach; or (v) the
initiation of any voluntary or involuntary bankruptcy proceeding by or against USAG or any
of its Affiliates or the adjudication of USAG or any of its Affiliates as bankrupt or insolvent,
or the appointment of a receiver or trustee for USAG or any of its Affiliates which is not
dismissed within thirty (30) days, or any assignment by USAG or any of its Affiliates for the
benefit of creditors.
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“Committed Capital” means One Hundred Twenty-Five Million Dollars ($125,000,000.00) of
unleveraged capital to be made available by ATRS plus the $9.9 million of earnings
distributions recalled prior to year-end 2020, to be invested pursuant to the terms of this
Agreement, it being understood that ATRS shall have the right, in its sole discretion, to
increase or decrease this sum at any time and for any reason.

‘Company” means any legal business entity or entities that ATRS might form to take
ownership and control of any Farm Asset or collection of Farm Assets, it being agreed and
understood that in all instances, each Company shall be solely and exclusively owned by
ATRS and that USAG shall never be deemed or considered to own, either directly or
indirectly, any stock or equity ownership interest, or options or other rights, in and to any
Company.

“Control,” including “Controlling,” “Controlled,” and “Controlled by,” means with respect to
any specified Person, the possession, direct or indirect, of the power to direct or cause the
direction of the management and policies of a Person, whether through the ownership of
voting securities, by contract other than a commercial contract for goods or non-
management services, or otherwise; unless the power is the result of an official position with
or corporate office held by the Person. Control shall be presumed to exist if any Person,
directly or indirectly, owns, controls, holds with the power to vote, or holds proxies
representing ten percent (10%) or more of the voting securities of any other Person.

“Direction” or “Directions” means written directions from ATRS or an Authorized ATRS
Representative to USAG, directing USAG to take certain actions as specified therein.
“Direct” or “Directed” means to specify or having specified an action by Direction.

‘Farm Asset(s)” means any single asset or collection of assets that: (i) are owned or held by
or on behalf of the ATRS, whether directly, indirectly, beneficially, through the Company or
otherwise, including (but not limited to) farmland real estate, interests in farmland real estate,
all personal, intangible or other property related to the foregoing, cash, accounts, Reserves,
Short Term Investments, and other investment assets; and (ii) are managed by USAG
pursuant to this Agreement.

“Gross Asset Value” or “GAV” is the total sum of the value of all Farm Assets owned or held
by or on behalf of ATRS whether directly, or indirectly through any one of the Companies as
such value shall be adjusted by the Quarterly Fair Market Value Adjustments.

“Investment Committee” shall mean that group of senior management personnel and
employees of USAG that shall be personally responsible for assuring that Investment
Proposals are consistent with the Investment Criteria and constitute responsible investment
grade acquisitions that are consistent with prudent investor rules.

“Investment Criteria” means those facts, analyses and opinions that have been compiled by
USAG and the Investment Committee in recommending a Proposed Target Property to
AFRS-as a responsible, financially sound and investment grade acquisition and investment,
which facts, analyses and opinions are outlined on EXHIBIT B, attached hereto.
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“‘Investment Proposal” means that written report that has been prepared by USAG and
approved by the Investment Committee pursuant to which a Proposed Target Property is
being recommended for acquisition by ATRS, and which identifies, discusses and analyzes
those matters that collectively constitute the Investment Criteria.

Lease” means any Tenant Farmer Lease Agreement or other lease, license, occupancy
agreement or use agreement in effect with respect to any Farm Asset.

‘Lien” means any mortgage, deed of trust, pledge, hypothecation, assignment, charge,
encumbrance, lien (statutory or otherwise), or preference, priority or other security
agreement or preferential arrangement of any kind or nature whatsoever.

Mortgage Loan” means a loan secured by a mortgage, deed of trust or security deed on real
property (as well as a Lien on and security interest in personal, intangible or mixed property
connected therewith), whether held directly, beneficially or indirectly through a Company or
otherwise.

‘Person” means any individual, partnership, corporation, limited liability company, trust,
association, joint venture, unincorporated organization or other entity.

“Proposed Target Property(ies) means any farm property or related farm asset that meets
the Investment Criteria and that USAG might identify for possible acquisition by ATRS.

“Quarterly Fair Market Value Adjustment” means the quarterly adjustment of the value of the
Farm Assets to fair market value to be performed at the expense of ATRS and under the
direction of USAG, where each Farm Asset is adjusted to fair market value through the use
of a certified appraisal, restricted use appraisal, or USAG internal reevaluation. Such
adjustment shall take place on the first day of each calendar quarter during the term of this
Agreement.

‘Reserves” means cash set aside in amounts deemed sufficient by USAG for administrative
and operational expenses of the Company and deposited or invested by USAG in Short
Term Investments.

“Short Term Investments” means (i) interest bearing and non-interest bearing direct deposit
accounts, certificates of deposit, bankers’ acceptances, commercial paper or other securities
or obligations that have a maturity date of ninety (90) days or less, the repayment of which
are all guaranteed by the United States government or fully insured by the Federal Deposit
Insurance Corporation, (i) other investments and securities issued or fully guaranteed by
the United States or its agencies, or (iii) shares in money-market funds rated Am or better
by Standard & Poors.

“Tenant Farmer” shall mean those Persons that are identified and retained by USAG to farm
and oversee the operating of any Farm Asset pursuant to a Tenant Farmer Lease
Agreement, and who meet the Tenant Farmer Underwriting Criteria.

“Tenant Farmer Lease Agreement” shall be that agreement that shall be negotiated by
USAG and entered into by and between the Tenant Farmer and ATRS pursuant to which
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the Tenant Farmer shall farm and oversee the operation of any Farm Asset, it being agreed
and understood that Tenant Farmer Lease Agreements shall be drafted in general
conformity to that form that is attached hereto as EXHIBIT C.

(2) “Tenant Farmer Underwriting Criteria” shall mean that criteria and those standards that are
generally identified on EXHIBIT D, attached hereto.

(@aa)  “UBTI" means unrelated business taxable income” as defined in Section 512 of the Code.

(bb)  “Unfunded Capital Commitment” means the sum-ef:{i}-Committed Capital plus—{ii}-$9-9
million-of-earnings-distributionsrecalled-prior-to-year-end-2020-minus {#)-Collective Capital
Investment. USAG may call from time to time any amount up to the Unfunded Capital
Commitment for the purpose of investing in Farm Assets pursuant to the procedure provided
in Article 4. For purposes of this subsection (bb), “Collective Capital Investment” shall mean
capital contributed net of any return of capital or distribution of capital gains.

Section 1.2 Interpretation. This Agreement shall collectively be comprised of all provisions
herein, all Schedules and Exhibits attached hereto and all written amendments and modifications that are
dually executed by all parties hereto. When a reference is made in this Agreement to a Section, Schedule
or Exhibit, such reference shall be to a Section of or Schedule or Exhibit to this Agreement unless otherwise
indicated. The index and headings contained in this Agreement are for reference purposes only and shall not
affect in any way the meaning or interpretation of this Agreement. Whenever the words “include,” “includes,”
or “including” are used in this Agreement, they shall be deemed to be followed by the words “without
limitation.” Whenever the context may require, any pronouns used in this Agreement shall include the
corresponding masculine, feminine or neuter forms and the singular form of nouns and pronouns shall include
the plural and vice versa.

ARTICLE 2
RETENTION OF USAG SERVICES;
AGREEMENT TO PROVIDE SERVICES PURSUANT TO AGREEMENT;
GENERAL BUSINESS PLAN

Section 2.1 Retention of USAG. Beginning as of the Effective Date and until the Termination
Date, and in consideration for that compensation payable by ATRS to USAG hereunder, ATRS does hereby
hire and retain USAG to oversee and advise ATRS in connection with its plan to purchase, manage,
administer, oversee and liquidate Farm Assets along with those other assets that ATRS might own from time
to time and that might be recommended for acquisition by USAG.

Section 2.2 Acceptance of Duties and Commitment to be Bound by Agreement. As evidenced
by its signature below, USAG agrees to accept and discharge the duties and obligations assigned to it
hereunder and agrees to be bound by the terms and conditions of this Agreement.

Section 2.3 General Business Plan. It is acknowledged, agreed and understood that USAG will
identify and underwrite investment grade farmland properties located across the United States and
recommend investment grade acquisitions to ATRS. ATRS proposes to acquire any and all such properties
either in its name or in the name of a Company. USAG will then be responsible for managing and overseeing
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such properties with the goal and intention of promoting and producing period cash flow returns to ATRS,
and producing capital gain profits upon the subsequent liquidation of such properties.

ARTICLE 3
USAG’S POWERS AND DUTIES

Section 3.1 Fiduciary Duty of USAG. Notwithstanding anything in this Agreement to the
contrary, USAG acknowledges and agrees that throughout the term of this Agreement if will be serving as a
fiduciary of ATRS and its Affiliates and that it will owe ATRS and its Affiliates a fiduciary duty and the highest
duty of loyalty and good faith in connection with the performance of its duties and obligations under this
Agreement, which duties and obligations include, without limitation, the obligation:

(a) to provide objective, competent and timely due diligence analyses of Proposed Target
Properties that USAG believes might fit the ATRS Investment Criteria;

(b) to perform those operational, administrative and managerial duties as set forth herein with
respect to each Farm Asset;

(c) to retain and oversee Tenant Farmers in connection with the manner in which they farm
each Farm Asset;

(d) to oversee and administer the sale of those commodities and crops that are derived from
the operation of each Farm Asset;

(e) to provide objective, competent and timely suggestions and supporting information regarding
the proposed sale of any Farm Asset; and

(f) to otherwise avoid self-dealing, insider transactions, secret transactions and all other
business activities that are inconsistent with providing ATRS with the utmost and highest
duty of good faith and loyalty in connection with the discharging of those obligations, duties
and services that are assigned to USAG under this Agreement.

USAG represents and covenants that in the performance of its duties and obligations hereunder
USAG and all of its employees and Affiliates shall possess the requisite expertise and experience necessary
in order to discharge the duties and obligations assigned to USAG hereunder, and will utilize the skill, care,
prudence and diligence in discharging said duties and obligations that a prudent person owing a fiduciary
duty to ATRS would otherwise utilize and observe.

Section 3.2 Powers and Duties of USAG.  Without limiting the generality of the foregoing,
and upon and subject to the other terms and conditions set forth in this Agreement, USAG shall:

(a) regularly examine the current inventory of farmland that might be for sale across the United
States in an effort to determine whether any particular farmland opportunity might fit within
the Investment Criteria;

(b) regularly contact sources in an effort to identify farmland opportunities that have yet to be
listed for sale in an effort to determine whether any particular farmland opportunity might fit
within the Investment Criteria;
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regularly monitor the sales prices of farmland properties that have sold to third parties and
maintain records regarding the characteristics of the subject farmlands, the price per acre of
each such sale, and those other characteristics and statistics that are routinely maintained
by professional real estate appraisers or that otherwise might be Directed by ATRS;

oversee and administer all aspects associated with the retention of Tenant Farmers to farm
the Farm Assets and managing and overseeing their business operations;

manage, operate, maintain and develop the Farm Assets, or cause the Farm Assets to be
managed, operated, maintained and developed, (i) in accordance with this Agreement, (ii)
in compliance with each Annual Business Plan, and (iii) otherwise, in accordance with
general real estate industry standards for the type and location of such Farm Asset or Farm
Assets consistent with each applicable Annual Business Plan;

ensure that each Farm Asset is always owned and operated in compliance with Applicable
Law, and promptly remedy any violation of such Applicable Law which comes to its attention;

cause each Farm Asset to be maintained in proper condition, and cause repairs and
alterations thereof, in an effort to maximize the income that will be derived from the operation
of each Farm Asset and maximize that capital gain that it anticipated to be realized in
connection with the sale of each Farm Asset;

cause or provide for Tenant Farmers to be timely billed for basic rent, additional rent, utilities
and other charges authorized by Leases, and use all reasonable efforts to timely collect such
rent and other charges from such Tenant Farmers;

supervise the performance by Tenant Farmers of their obligations under their Leases and
cause to be timely performed the obligations of the Company as landlord under any of the
Leases;

take such action as may be required in connection with the timely performance by any
Company of its obligations under any Mortgage Loan, Lease or other agreement related to
any of the Farm Assets;

cause to be timely obtained, verified and paid bills for real estate and personal property
taxes, assessments and other governmental charges relating to the Farm Assets;

timely collect and receive (by deposit immediately following collection into one or more
interest-bearing accounts established for and in the name of USAG as agent for the
Company in accordance with this Agreement), and remit to ATRS or to the Company, as
applicable, all rents, interest, issues, dividends, income and profits of the Farm Assets,
proceeds of the sale, financing or disposition of Farm Assets, and other sums due to either
the Company or ATRS; provided, however, that such remittances shall be promptly made
after such amounts have been reduced for the Company’s expenses, disbursements,
Reserves and working capital;

duly invest any cash contributions, Reserves and cash derived from any other source,
whether from operations of any and all Farm Assets or otherwise, in the Short Term
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Investments with all such deposits and investments to be withdrawable or redeemable at the
option of USAG without penalty or commission;

when necessary in the opinion of an Authorized ATRS Representative, obtain confirmation
of the due organization and formation of the Company under the corporate or limited liability
company law of the jurisdiction in which it is incorporated or formed and its authorization and
qualification to do business in the state(s) in which it conducts business, by means of
certifications of corporate existence from the state agencies having jurisdiction, or opinions
of legal counsel to such effect;

identify, analyze and, if applicable and in accordance with the Investment Criteria propose
the consideration of a Proposed Target Property for acquisition as a Farm Asset;

duly complete capital improvements and development projects in accordance with the
respective Investment Proposal;

enter into or modify, amend, extend, renew or terminate Leases, contracts, agreements and
other undertakings in the ordinary course of business of operating, managing and
maintaining the Farm Assets and in accordance with the applicable Annual Business Plan
orDirections;

make expenditures in the ordinary course of business of operating, managing and
maintaining the Farm Assets and in accordance with the applicable Annual Business Plan
er-Directions;

make expenditures for emergency repairs involving danger to life or property or immediately
necessary for the preservation and safety of the Farm Assets or for the safety of the Tenant
Farmers or required to avoid the suspension of essential services to the Farm Assets;

except as otherwise set forth in this Agreement, pay out of the Farm Assets the expenses,
fees and taxes, if any, incurred in connection with making investments in Farm Assets, or in
connection with the sale or development, ownership and operation of the Farm Assets;

engage at USAG’s sole cost and oversight such employees as USAG shall deem necessary
to perform the obligations of USAG under this Agreement, and engage at USAG's sole cost
such other third parties as USAG shall deem necessary to perform its obligations under this
Agreement, provided, however, USAG hereby acknowledges and agrees that it is liable for
any acts or omissions of such third parties;

so long as such cost and expenses are within annual operating budgets provided in the
current Annual Business Plan submitted to the Company, USAG may employ all real estate
managing agents, brokers, accountants, engineers, environmental consultants, surveyors,
title insurance companies, and other agents and experts, including attorneys, that USAG
might deem necessary or appropriate in discharging its duties hereunder in the daily
administration of the Farm Assets managed hereunder at the sole cost and expense of the
Company; provided, however, any such cost associated with the due diligence or closing of
the purchase of a Farm Asset shall always be considered the sole cost and expense of the
Company and not USAG;
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(i)

in the event of default by any Person who is a party to a Lease, contract, agreement or
undertaking with the Company or affecting a Farm Asset (including a Tenant Farmer
breaching its obligations under a Lease), to pursue any remedy or commence any action in
the ordinary course of operating, managing or maintaining the Farm Assets in a manner
materially consistent with real estate industry practices, including but not limited to, referring
any amounts due to a collection agency, authorizing an attorney to institute action to collect
amounts due or enforcing the obligations of a Person to foreclose on a Farm Asset; provided,
in the event USAG reasonably believes the default may have a material adverse effect on
the Farm Asset, USAG shall provide notice of such default to ATRS-and-follow-any-Birection

B

cause all Farm Assets acquired after the date of this Agreement to be titled and held solely
in the name of the Company-unless-etherwise Directed,

at USAG'’s expense, maintain or cause to be maintained in full force and effect with respect
to USAG the following insurance policies:

general liability policy with coverage limits of at least Ten Million ($10,000,000);

an errors and omissions/professional liability insurance policy with coverage limits
of at least Five Million Dollars ($5,000,000); and

a crime coverage policy, including coverage for employee fraud or dishonesty, with
coverage limits of at least Two Million Dollars ($2,000,000);

provided, each such insurance policy shall be issued by an insurance company that has
been approved by ATRS and that has been rated A- or better by A.M. Best at the time of
issuance and shall name ATRS and its member as joint loss payees with respect to crime
coverage policy. USAG shall furnish ATRS with certificates of coverage with respect to such
policies within thirty (30) days of the execution of this Agreement and from time to time upon
request by the Company which certificates shall provide that the insurer will endeavor to give
ATRS at least thirty (30) days’ prior written notice of cancellation of such policies;

at ATRS'’ expense, obtain and maintain property and liability insurance providing coverage
for the Farm Assets and USAG in the performance of its duties under this Agreement, under
policies covering all properties owned by or for the benefit of ATRS. Such policies may be
blanket policies which also cover the properties of USAG’s other clients as long as such
policies are in the best interest of ATRS and ATRS does not bear more than its actual share
of the premiums for such policies;

identify opportunities for additional investments of the Company’s assets in Farm Assets and
cause such additional Farm Assets to be acquired by the Company in accordance with the
applicable Investment Proposals;

conduct itself at all times in compliance with all ATRS policies and procedures applicable to
the investment and management of the Farm Assets that might be promulgated, modified or
amended from time to time;
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(cc)

(ee)

(ff)

obtain and at all times maintain in good status all permits and licenses that might be required
in order to discharge USAG’s duties and obligations hereunder including, to the extent
necessary, all real estate brokerage licenses, all securities and commodities trading
licenses, and all related and unrelated business permits of every nature that might be
required as a result of the performance of USAG’s duties and obligations hereunder;

provide advice regarding the purchase of commodity futures contracts, forward crop
purchase agreements and related and unrelated commodity hedging programs in an effort
to reduce risks and increase profits associated with ownership of any Farm Asset, and
provide for the placement of such contracts and agreements, it being agreed and understood
that all such commodity sale and hedging programs shall be consistent with the Commodity
Hedging Criteria Summary that is attached hereto as EXHIBIT E. USAG may revise the
Commaodity Hedging Criteria Summary from time to time at its discretion; provided, however,
USAG shall provide written notice to ATRS of any such modification. If within seven (7)
business days of submittal to ATRS of any modification to the Commodity Hedging Criteria
Summary ATRS has not provided written notice to USAG that it disapproves of such
modification, then ATRS shall be presumed to have approved such modification and USAG
can proceed to operate under such modification.

coordinate the Quarterly Fair Market Value Adjustment; and.

monitor all acquisitions and any direct farm expenditures to ensure ATRS compliance with
the requirements of Arkansas Act 710 of 2017.

Section 3.3 Restrictions on USAG’s Power and Authority. USAG shall not do or cause any other

Person to do any of the following in the absence of Directions to the contrary:

(a)

settle, compromise and adjust any claim in favor of, against or relating to the Company or
Farm Assets, except non-material claims settled, compromised or adjusted in the ordinary
course of business of operating, managing and maintaining the Farm Assets;

arrange to prosecute, defend, settle, or compromise any action at law or in equity or any
administrative proceeding in favor of, against or relating to the Company or the Farm Assets
if such action or proceeding reasonably could be expected to have a material effect (adverse
or otherwise) on the Farm Asset(s) affected thereby (taking into consideration any insurance
coverage applicable thereto), or satisfy, settle, compromise or adjust any judgment, decree,
decision, order or settlement in connection therewith; or

create, incur, assume or suffer to exist any Lien upon any of the Farm Assets except for (A)
Liens for taxes and special assessments not yet due or which are being contested in good
faith and by appropriate proceedings if adequate Reserves with respect thereto are
maintained on the books of the Company, (B) carriers’, warehousemen’s, mechanics’,
materialmen’s’, or other like Liens arising in the ordinary course of business which are not
overdue for a period of thirty (30) days or which are being contested in good faith and by
appropriate proceedings, (C) easements, rights-of-way, restrictions and other similar
encumbrances incurred in the ordinary course of business and other Liens incurred in the
ordinary course of business which, in the aggregate, are not substantial in amount, and
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which do not in any case materially detract from the value of the Farm Asset subject thereto
or interfere with the ordinary conduct of the business of the Farm Assets or the Company,
or (D) mortgages and deeds of trust entered into in accordance with an Investment Proposal
or an Annual Business Plan.

Section 3.4 Prohibitions on USAG’s Power and Authority. USAG shall not do or cause any other

Person to do any of the following:

(a)

(i)

(v)

enter into any transaction or engage in any other activity which is outside the scope of this
Agreement, including entering into any transaction or engaging in other activity that is
contrary to Applicable Law with respect to ATRS or any of its Affiliates, including Arkansas
Code Annotated Sections 24-2-601 et seq.; provided, however, USAG shall not be required
to comply with the following provisions:

Arkansas Code Annotated Section 24-2-608 with respect to the percent of ATRS
assets invested in Arkansas investments, although USAG may invest some of the
Committed Capital in Arkansas agricultural farm land, USAG shall have no
affirmative obligation to invest any of the Committed Capital in Arkansas farm land
pursuant to this Section;

Arkansas Code Annotated Section 24-2-612 which requires diversification of its total
funds under management - USAG is directed by ATRS to invest the Committed
Capital in agricultural farm land and shall have no affirmative obligation to seek to
diversify the Committed Capital to be invested by USAG pursuant to this Agreement
in anything other than agricultural farm land that meets the Investment Criteria
spelled out in Exhibit B;

Arkansas Code Annotated Section 24-2-616 which requires all cost incurred in
investing its assets to be approved by the ATRS board and to be reasonable - once
USAG has received notice from ATRS of its approval of all cost proposed in the
Annual Business Plans, and Investment Proposals submitted by USAG, USAG can
rely on such approvals as evidence that such cost are in compliance with Section
24-2-616;

Arkansas Code Annotated Section 24-2-618(f)(2) dealing with notice and approval
requirements — USAG has no duty to comply with the notice and approval
requirements of Section 24-2-618(f)(2).

enter into any transaction or engage in any other activity which violates any policy or
procedure set forth in a Schedule hereto or any Direction;

engage in any activity which results in the loss of the tax-exempt status of the Company
(unless USAG was Directed to establish the Company as a taxable entity); or

(d) enter into any transaction of any kind with any Person where the liability of ATRS or any of

its Affiliates relating to such transaction is not limited to the Farm Assets.;-e¢
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(e) enter into any transaction or engage in any other activity which violates Act758-Ark. Code

Ann § 25-1- 1201 et seq. scrutlnlzed companv Ianquaqe under Ar’ucle 11—USAG=end—+ts

{e)(f) _enter into any transaction or engage in any other activity which violates Act-614-Ark. Code
Ann S 25-1- 1101 et seq bovcott ESG Ianquaqe under Artlcle 11—USAGend—nsAﬁMa¢es

Reservation of Rights by ATRS. ATRS reserves the right, at any time, to modify, restrict or eliminate

the duties and powers of USAG as set forth in this Agreement pursuant to a Direction to
USAG.

ARTICLE 4
IDENTIFICATION OF PROPOSED TARGET PROPERTIES;
INVESTMENT COMMITTEE ANALYSIS AND RECOMMENDATION;
ASSET ACQUISITION PROCEDURE

Section 4.1 Maintenance of Sales Activity Reports. USAG shall on a regular and routine basis
maintain records and inventory reports regarding farmlands across the United States that are for sale and
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farmlands that have been the subject of sales to third party purchasers. USAG shall also endeavor to identify
farmland sales opportunities that have yet to be formally listed for sale to the public. In all instances, USAG
shall maintain records regarding the acreage and characteristics of each property, the price per acre for which
properties have sold or are listed for sale, and those other characteristics and statistics that are routinely
maintained by professronal reaI estate apprarsers or that otherW|se mrght be Drrected by ATRS. All-such

Representatwe—ATRS may, on occasion, request to review reports and records upon request whrch review
will not be unreasonably withheld.

Section 4.2 |dentification of Proposed Target Property. USAG shall be responsible for
identifying Proposed Target Properties that either meet or exceed the Investment Criteria. When so
identified, USAG shall present the Proposed Target Property to the Investment Commrttee for analysis and
recommendatron . , h

Section 4.3 Investment Proposal Approval. ReservedlnvestmentPropoesal-Approval: To the
extent that the Investment Committee determines that the Proposed Target Property meets the Investment
Criteria, each Investment Proposal for consideration shall be executed by the Investment Committee in
accordance with its policy and procedures. Investment Committee approval shall serve as confirmation that
the Proposed Target Property meets the Investment Criteria. It is agreed and understood that ATRS will
perform no due diligence investigations in connection with any Investment Proposal and that ATRS will be
exclusrvely relyrnq upon USAG in connectron with all mvestment decrsrons hereunderupen—selemdtat—te

Section 4.4 Asset Acquisition Procedure. USAG shall promptly cause an agreement for the

purchase of the Proposed Target Property to be prepared. The agreement along with all due diligence
reviewed by USAG that pertains to the Proposed Target Property shall be reviewed by USAG in-house or
outside legal counsel prior to the submittal of the purchase and sale agreement to the proposed seller.
Among other things, the agreement shall, at a minimum, address the following:

(a) shall establish the price of the Proposed Target Property;

(b) establish the earnest money deposit, which shall not exceed $250,000 absent ATRS
Directionapproval, which shall be refundable at any time during the due diligence
investigation period and which, thereafter, shall be non-refundable;
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(c) shall establish a due diligence investigation period from the date upon which the final
information submittal is delivered to USAG during which AFRS-USAG and its third party
experts may examine the Proposed Target Property;

(d) shall require the seller to deliver a commitment of title insurance from a title company chosen
by USAG that shall provide that the Proposed Target Property is, or at closing will be, free
and clear of all financial liens and encumbrances but subject to nonmaterial easements and
encumbrances that do not affect the value or marketability of the Proposed Target Property;

{e}(e) shall complete a Phase | Environmental Site Assessment to identify the current and historical
uses of a property;

{ej(f) _ shall require a survey of the Proposed Target Property that meets ALTA minimum standards
necessary in order to remove the survey exception from the contemplated title insurance
policy to be delivered to AFRS-USAG and the title company prior to the end of the due
diligence period; and

{£(g) __shall identify those other matters that ATRS might require from time to time.

Section 4.5 Closing Procedures and Funding. Upon the determination that a Proposed Target
Property meets the Investment Criteria, USAG shall establish a date at which a closing of said purchase will
occur. The closing will be coordinated through a nationally recognized title insurance company. The title
insurance company shall prepare a closing and settlement statement that shall reflect the applicable
purchase price, all prorations of general and special property taxes, all rental prorations, all expenses
chargeable to seller and ATRS, and those other matters that routinely appear on a closing and settlement
statement. The title insurance company shall also issue an insured closing letter from its underwriter. USAG
in-house or outside legal counsel shall review and oversee all aspects of the pre-closing and closing process.
Thereafter, ATRS-USAG will wire transfer the purchase price, as adjusted by prorations and costs, plus any
other capital expenditure funds that are identified on the closing and settlement statement, to the title
insurance company for disbursement in accordance with the closing and settlement statement and those
escrow instructions that USAG in-house or outside legal counsel shall provide.

Section 4.6 Equitable Rotation. USAG shall pursue provide-ATRS-with— Proposed Target
Properties on behalf of ATRS in a manner that equitably rotates opportunities among ATRS and USAG's
other investment clients; provided, however, if ATRS notifies USAG in writing that it -no longer desires to
acquire Proposed Target Properties, USAG will net-presentnot pursue Proposed Target Properties on behalf
ofte ATRS other than Proposed Target Properties that are located adjacent to existing Farm Assets.

Section 4.7 Disclosure of Other Management Agreement Terms. Should USAG enter into an
agreement with another entity to acquire and manage agricultural real estate on a non-comingled, separate
account basis (“Third Party Agreement”), and should said Third Party Agreement provide for the commitment
of capital by said entity that is equal to or less than the Committed Capital, then USAG shall provide written
notice to ATRS, within thirty (30) days from the date of the Third Party Agreement, the following information:

(a) The entity’s name;
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(b) The amount of capital that has been committed by said entity for investment;

(c) The amount of and manner in which Recurring Compensation, management or advisory
fees and other consideration is paid to USAG; and

(d) The amount of and manner in which Incentive Compensation or other deferred
compensation or profit distributions is paid to USAG.

ARTICLE 5
TENANT FARMER RELATIONSHIPS AND OVERSIGHT

Section 5.1 |dentification of Tenant Farmer; Underwriting Criteria. USAG shall be solely
responsible for locating and identifying all parties who are proposed to serve as Tenant Farmers with regard
to each Farm Asset.

Section 5.2 Tenant Farmer Lease Agreement; Rental Payments. The Tenant Farmer Lease
Agreement shall be drafted in accordance with local tenancy laws and customs for the region in which the
Farm Assets are located. In addition, the Tenant Farmer Lease Agreement shall be drafted in general
conformity with that template that is attached hereto as EXHIBIT C.

Section 5.3 Oversight of Tenant Farmer Activities. USAG shall be responsible for ensuring that
Tenant Farmer timely complies with all provisions of the Tenant Farmer Lease Agreement, and responsible
for taking all actions necessary and appropriate in order to enforce ATRS'’s rights and entitlements
thereunder.

Section 5.4 Collection of Rents. USAG shall be responsible for ensuring the prompt and timely
collection of all rents due and payable under the Tenant Farmer Lease Agreement. To the extent that the
rents payable thereunder are to be paid, either in part or in whole, by the delivery of crops, USAG shall take
all steps necessary in order to ensure the proper accounting of all harvest activities and the proper delivery
of all crop rental entitiements.

ARTICLE 6
BANK ACCOUNTS; CONTRIBUTIONS, DISTRIBUTIONS AND WITHDRAWALS

Section 6.1 Operating and Depository Accounts. USAG will establish and maintain such
operating accounts, depository accounts and other bank accounts in the name of USAG as agent for the
Company, and with such signature authority as may be deemed necessary or appropriate, in the reasonable
discretion of USAG, to perform its duties and obligations under this Agreement. USAG shall provide in writing
to ATRS information with respect to the identification of such accounts and the terms and conditions under
which they are maintained promptly following their establishment or any changes thereto. USAG shall ensure
that said accounts shall contain only the minimal funding necessary in order to pay routine operational
expenses. In no event shall any such account contain funds in excess of $250,000 unless approved by the
Authorized ATRS Representative. Upon written request from ATRS, USAG shall ensure that all financial
institutions holding said accounts provide a courtesy copy of all monthly bank statements to ATRS. USAG
shall always ensure that deposits with the banking institutions do not exceed those amounts that are
guaranteed by the Federal Deposit Insurance Corporation.
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Section 6.2 Dividends and Other Distributions. USAG shall timely collect, receive and,
immediately upon receipt, deposit into an interest bearing account in the name of the Company, all income,
proceeds and receipts from the Farm Assets, net of the Company’s expenses, disbursements, Reserves and
working capital. USAG shall cause distributions of such receipts and all accrued interest thereon to be
distributed to ATRS at least semi-annually on or before June 1 and December 1 of each calendar year. In
addition, USAG shall cause distributions to be paid out pursuant to this Agreement at any time the balance
of any account maintained by USAG for the benefit of ATRS hereunder exceeds the amount that is insured
by FDIC deposit insurance. ATRS may Direct USAG to declare or cause the Company to declare dividends
or make other distributions from the Farm Assets from time to time and at any time, of all or any portion of
the cash assets (including, without limitation, dividends and accrued interest thereon, all of which constitute
Farm Assets) and liquidation proceeds and proceeds from the sale, exchange or disposition of any and all
Farm Assets acquired by the Company, as the case may be.

Section 6.3 Operational Funding Shortfalls. If at any time the cash in the Company’s accounts
shall not be sufficient to pay the bills and charges which may be incurred with respect to the Farm Assets,
USAG shall not be obligated to pay said expenses and charges from its own account. USAG shall notify
ATRS immediately in writing upon knowledge of a cash shortage or pending cash shortage with respect to a
Company’s account in connection with the operation of the Farm Assets and ATRS shall determine and
Direct payment priority. After USAG has paid or caused to be paid, to the extent of available cash, all bills
and charges in connection with the operation of the Farm Assets based upon the priorities established and
Directed by ATRS, USAG shall submit to ATRS a statement of all remaining unpaid bills. ATRS shall
thereafter and without undue delay provide sufficient moneys (either directly or through the Company) to pay
any unpaid expenses properly payable by ATRS or the Company with respect to the operation of the Farm
Assets.

ARTICLE 7
COMPENSATION AND REIMBURSEMENTS

Section 7.1 Recurring Quarterly Compensation. In consideration for its services rendered
hereunder, it is agreed and understood that ATRS shall pay to USAG in quarterly installments a sum that is
equal to one-quarter (1/4) of one percent (1.00%) of the Gross Asset Value of the Company (‘Recurring
Compensation”). The following procedure shall address the manner in which Recurring Compensation
invoices are submitted and approved for payment:

(a) On the last day of each calendar quarter USAG shall submit to the Pinnacle Mountain
Holding Company, LLC ("Pinnacle"), the affiliate of ATRS that is the direct or indirect holding
company with regard to all assets that are the subject of this Agreement, invoices for .25%
(.0025) of the Gross Asset Value outstanding as of the last day of the prior quarter.
(Example: USAG submits an invoice on June 30 based upon such Gross Asset Value on
March 31 to cover compensation to USAG for the period 4/1 through 6/30)

(b) All invoices shall (i) show the manner in which the Recurring Compensation has been
calculated, (i) request reimbursement of all unreimbursed or outstanding unpaid expenses
properly payable by ATRS or the Company with respect to the Farm Assets (i) include any
relevant supporting documentation for either the Recurring Compensation or reimbursement
of expenses, (iv) provide a balance for each of the respective Company accounts from which
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payment will be made and request additional capital to cover any accounts that do not have
sufficient capital to cover such payments requested by such invoices.

(c) Within 5 days of receipt of the above invoices, the ATRS designated representative shall:

(i) If ATRS does not question the accuracy of said invoice, either pay or cause to be
paid the amounts due thereunder or send written approval to USAG personnel
authorizing them to fund the payments that are the subject of the invoices to USAG
or such third party vendors from the appropriate Company accounts;

(ii) If ATRS questions any item on the invoice, then ATRS shall submit to USAG a
request for additional information to document the accuracy of the related invoices
and shall pay such invoice within five (5) days of receiving such information and
resolution of any such questions; and

(iii) Approve and wire to the appropriate Company accounts any additional capital
needed to cover amounts approved for payment by USAG from the such accounts.

Section 7.2 Reimbursement USAG Expenses. USAG shall be entitled to reimbursement for all
reasonable and necessary costs and expenses incurred in connection with the fulfillment of its duties and
obligations hereunder, PROVIDED, HOWEVER, that as a condition to such reimbursement, the identified
cost or expense (a) must have been clearly identified and included in the Annual Business Plan, (b) must
have been approved in writing by the Authorized ATRS Representative prior to said expense being incurred
by USAG, (c) must be an emergency expense that was incurred by USAG due to the occurrence of
extraordinary circumstance that required the incurring of the emergency expense in order to avoid additional
substantive damage to a specified Farm Asset or otherwise to protect the health, safety and welfare of parties
directly involved with any Farm Asset and (d) ATRS will not be billed for lodging, meal, travel or entertainment
expenses. As a condition to the reimbursement of an emergency expense, USAG shall deliver, along with
the reimbursement request, a written report regarding the reasons why the emergency expense was incurred.
In no event shall an emergency expense in excess of $25,000 be incurred by USAG absent the written
consent of the Authorized ATRS Representative.

ARTICLE 8
REPORTS; RETURNS; BOOKS AND RECORDS

Section 8.1 Annual Report. USAG shall cause to be prepared and delivered to ATRS an annual
financial report of the Farm Assets for the prior calendar year, audited at the expense of the Company by an
independent certified public accountant acceptable to an Authorized ATRS Representative. The annual
financial report shall be prepared and submitted to ATRS on or before March 31st of each calendar year.

Section 8.2 Quarterly Reports. USAG shall cause to be prepared and delivered to ATRS an
unaudited quarterly financial report of the Farm Assets. The quarterly unaudited financial reports shall be
prepared and submitted to ATRS on or before the 45t day after the end of each calendar year quarter.

Section 8.3 Proposed Annual Operating Budgets. USAG shall cause to be prepared and
delivered to ATRS an annual budget that proposed and anticipates the income and expenses to be realized

in connection with the operation of each Farm Asset. The-annual-budgetrepeort-shall-be-prepared-and
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Section 8.4 Proposed Annual Capital Expenditures Budgets. USAG shall cause to be prepared
and delivered to ATRS an annual capital expenditure budget that proposed and anticipates those capital

expendltures and |mprovements related to each Farm Asset Ih&an%a#eamia#e*pa%%repeﬁ%hﬁ#be

Section 8.5 Transaction Status Reports; Additional Reports. In addition to all other reports
required hereunder, USAG shall:

{by(a) _If Directed, USAG shall prepare and distribute such other reports, budgets or accountings
as ATRS may reasonably deem to be necessary.

{e)(b) USAG shall, at the expense of the Company, deliver to ATRS copies of the Company’s
audited balance sheet and financial statements for each fiscal year by March 31 of each
calendar year.

Section 8.6 Returns. USAG shall cause to be duly prepared and timely filed at the expense of
the Company all tax or information returns on behalf of the Company, and ATRS shall cooperate with USAG
with respect thereto. All annual tax returns shall be timely prepared so as to avoid the need to file any
extension requests with applicable taxing authorities.

Section 8.7 Accounts. USAG shall keep accurate and detailed accounts of all investments,
receipts, disbursements and other transactions and proceedings under this Agreement, and all such accounts
and other records relating thereto shall be open to inspection and audit at all reasonable times during the
term of this Agreement and the Survival Period, at the expense of ATRS or by any Person designated by
ATRS.

Section 8.8 Books and Records. USAG shall act as custodian for the Books and Records of the
Company and all such records shall be open to inspection and audit at all reasonable times during the term
of this Agreement and the Survival Period, by any Person designated by ATRS. USAG shall comply with any
reasonable request of ATRS from time to time with respect to providing copies of any of the Books and
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Records. USAG shall take appropriate steps in order to provide Authorized ATRS Representatives witk-with
remote computer access to all Books and Records.

ARTICLE 9
GENERAL SURVIVAL; INDEMNIFICATION; DISPUTE RESOLUTION

Section 9.1 Survival of Representations and Covenants. The  representations  and
covenants made USAG in this Agreement shall survive for eighteen (18) months after the Termination Date
(the “Survival Period”); provided, however, that any covenant by its terms which survives the Termination
Date for a longer period of time shall survive for such longer period of time.

Section 9.2 Indemnification by USAG.

(a) USAG shall indemnify and save harmless ATRS and its Affiliates, and their respective
officers, managers, directors, agents and employees (collectively, the “ATRS Parties”) from
and against any Losses, including UBTI, resulting or arising from or otherwise relating to (i)
the failure of USAG to promptly and responsible perform any of the duties or obligations
assigned to USAG hereunder, (i) any breach of USAG’s representations and warranties set
forth in this Agreement, (iii) any nonfulfillment of or failure to comply with any covenant of
USAG set forth in this Agreement, (iv) the failure by USAG to comply with any Direction, or
(v) the failure by USAG or any of its Affiliates to discharge that fiduciary duty that said entities
owe ATRS hereunder.

(b) Notwithstanding (a) above, ATRS acknowledges and agrees that USAG is not a guarantor
of the performance of any Farm Asset and that USAG shall not be liable, responsible or
accountable for the Losses of any of ATRS Parties for (i) the failure of any Farm Asset to
perform as projected in or contemplated by any Annual Business Plan due to market
conditions or other similar factors beyond the reasonable control of USAG, (ii) the failure of
USAG to act upon or perform any action or matter for which Direction has been requested
in writing in a reasonably timely manner during the period between the date of its written
request for Direction and the date a Direction in response thereto has been received by
USAG, or (iii) any act or omission performed or omitted by USAG at the Direction of an
Authorized ATRS Representative, so long as USAG was not guilty of fraud, bad faith,
negligence or willful misconduct and complied in all material respects with the covenants,
conditions or other agreements contained in this Agreement relating to such act or omission.

(c) The provisions of this Section shall survive the Termination Date.
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Section 9.3 Method of Asserting Claims, Etc.

(a)

Promptly after receipt by any ATRS Parties (an “Indemnified Party”) of notice or knowledge
of any demand or claim or the commencement of any action, proceeding or investigation (an
“‘Asserted Liability”) that could reasonably be expected to result in Losses, the Indemnified
Party shall give notice thereof (a “Claims Notice”) to USAG (the “Indemnifying Party”). Each
Claims Notice shall describe the nature and basis of the Asserted Liability in reasonable
detail, and shall indicate the amount (estimated, if necessary) of the Losses that have been
or may be suffered by the Indemnified Party. The rights of any Indemnified Party to be
indemnified hereunder shall not be adversely affected by its failure to give, or its failure to
timely give, a Claims Notice with respect thereto unless, and if so, only to the extent that,
the Indemnifying Party is prejudiced thereby.

The Indemnifying Party shall have the right, exercisable by written notice to the Indemnified
Party within sixty (60) days of receipt of a Claims Notice from the Indemnified Party, to
assume the exclusive defense, settlement, adjustment and compromise of such Asserted
Liability, using counsel selected by the Indemnifying Party and reasonably acceptable to the
Indemnified Party. Should the Indemnifying Party elect to assume the exclusive defense of
the Asserted Liability, the Indemnifying Party shall not be liable to the Indemnified Party for
legal expenses incurred by the Indemnified Party in connection with the defense thereof.
Subject to the foregoing, if the Indemnifying Party elects to compromise or defend such
Asserted Liability, the Indemnified Party shall cooperate, at the expense of the Indemnifying
Party, in the compromise of, or defense against, such Asserted Liability. If the Indemnifying
Party elects not to compromise or defend the Asserted Liability or fails to notify the
Indemnified Party of its election as herein provided, the Indemnified Party may pay,
compromise or defend such Asserted Liability. The Indemnified Party and the Indemnifying
Party may participate, and to be represented by counsel, at their own expense, in the
defense of such Asserted Liability. If the Indemnifying Party chooses to defend any claim,
the Indemnified Party shall make available to the Indemnifying Party any books, records or
other documents within its control, and the reasonable assistance of its employees, for which
the Indemnifying Party shall be obliged to reimburse the Indemnified Party the reasonable
out-of-pocket expenses of making them available.

If any Indemnifying Party has assumed the exclusive defense of an Asserted Liability in
accordance with the terms hereof, the Indemnifying Party shall have the right to consent to
the entry of judgment with respect to, or otherwise settle such Asserted Liability without the
consent of the Indemnified Party if (i) the settlement involves solely monetary damages and
(i) the Indemnifying Party expressly agrees in writing to the Indemnified Party that, as
between the two, the Indemnifying Party is solely obligated to satisfy and discharge the
claim. If the foregoing conditions are not satisfied, the Indemnifying Party shall have the right
to consent to the entry of judgment with respect to, or otherwise settle such Asserted Liability
only upon receipt of the written consent of the Indemnified Party, which consent shall not be
unreasonably withheld. If the Indemnified Party does not give such consent, the
Indemnifying Party shall resume the diligent defense of the Asserted Liability. If the
Indemnifying Party elects to assume the exclusive defense of the Asserted Liability in
accordance with the terms hereof, the Indemnified Party shall not admit any liability with
respect to, consent to the entry of judgment with respect to, or otherwise settle such Asserted
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Liability without the prior written consent of the Indemnifying Party; and, if the Indemnifying
Party does not elect to assume the exclusive defense of the Asserted Liability in accordance
with the terms hereof, the Indemnified Party may, acting reasonably, settle such Asserted
Liability without the prior written consent of the Indemnifying Party.

(d) The provisions of this Section shall survive the Termination Date.

Section 9.4 Informal Dispute Resolution. ~ ATRS and USAG agree and covenant that they
shall endeavor to resolve any claim, dispute, controversy or other matter based upon, arising out of or relating
to this Agreement through the scheduling of informal dispute resolution meetings between representatives of
ATRS and USAG. Such informal dispute resolution meeting shall be held in Little Rock, Arkansas.

Section 9.5 Mediation. In the event ATRS and USAG are unable to resolve any claim,
dispute, controversy or other matter based upon, arising out of or relating to this Agreement through informal
dispute resolution, ATRS and USAG shall endeavor to resolve any such claim, dispute, controversy or other
matter based upon, arising out of or relating to this Agreement by non-binding mediation under the then
current CPR Model Mediation Procedure for Business Disputes (‘Mediation”) in Little Rock, Arkansas. Such
Mediation shall be initiated within ten (10) days after the parties are unable to resolve the claim, dispute,
controversy or other matter through informal dispute resolution.

Section 9.6 Litigation. If the claim, dispute, controversy or other matter has not been
resolved by Mediation within sixty (60) days of the initiation of such procedure, either party may initiate
litigation; provided, however, if one party has requested the other to participate in Mediation and the other
has failed to participate, the requesting party may initiate litigation before the expiration of the above period.
It is agreed and understood that all litigation shall exclusively occur in a court of competent jurisdiction in
Pulaski County, Arkansas and that Arkansas law shall apply to all litigation issues.

ARTICLE 10
TERMINATION, REMOVAL AND RESIGNATION

Section 10.1  Termination. This Agreement shall begin as of the date hereof and shall continue
for a period of one (1) year (the “Initial Term”), as the same may be extended (the “Term”). Upon expiration
of the Initial Term, this Agreement shall automatically renew for additional successive terms of one (1) year
each, unless and until sooner terminated as provided herein. Notwithstanding the foregoing, either Party
hereto may terminate this Agreement as provided below (each of the following, along with termination date
of the original term and any renewal or extension term hereof, the “Termination Date”):

(a) If there is a failure by either party to perform any obligations or conditions under this
Agreement, and, with regard to any monetary default hereunder such failure is not cured
within ten (10) days after written notice of such breach, and, with regard to any non-monetary
default hereunder such failure is not cured within thirty (30) days after written notice of such
breach, then the non-breaching party may terminate this Agreement.

(b) ATRS may terminate this Agreement with or without Cause by providing thirty (30) days
written notice to USAG of its intent to terminate this Agreement.
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(d)

USAG may terminate this Agreement by providing at least one hundred eighty (180) days’
written notice to ATRS that it is resigning its position as farm manager.

Section 10.2  Effect of Termination of Agreement. Upon the Termination Date, ATRS shall pay to

USAG, within five (5) days after the submittal by USAG to ATRS of a final invoice for Recurring
Compensation, the sum then due to the extent that said invoice is accurate. Should the Termination Date
occur within the term of any calendar quarter, then the Recurring Compensation shall be prorated to the
Termination Date.

Section 10.3  Delivery of Assets, Books and Records: Further Assurances.

(a)

No later than the Termination Date, USAG shall deliver to ATRS or to such Person as
Directed by an Authorized ATRS Representative all Farm Assets (including cash) held by
USAG and all Books and Records. After the Effective Date, USAG shall cooperate with
ATRS in making available all information and timely executing and delivering documents
reasonably necessary to prepare and timely file any and all tax returns, amended returns, or
other filings with governmental or regulatory entities and annual financial statements and
reports with respect to the Company or the Farm Assets which relate to the term of this
Agreement. USAG covenants and agrees that it shall cooperate with ATRS to facilitate the
orderly transfer of the servicing of the Farm Assets to USAG’s successor as of the
Termination Date.

In the event USAG is requested to perform substantial services beyond those described in
(a) above following the Termination Date, USAG shall be entitled to the payment of
reasonable compensation for such services, in such amounts as may be agreed upon by
ATRS and USAG.

This Section shall survive the Termination Date.
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ARTICLE 11
CONFIDENTIALITY;
RELATED PARTY TRANSACTIONS PROHIBITION;
RELATED FEE INCOME; OTHER PROHIBITIONS

Section 11.1  Confidentiality. USAG agrees to keep and maintain as confidential all information
that it might possess in connection with any and all Farm Assets, all Books and Records, all Annual Business
Plans, and all other information regarding business and plans of ATRS, and agrees that it will not disclose
such information to any third party. NOTWITHSTANDING THE FOREGOING, it is acknowledged that USAG
may disclose confidential information as required by the Arkansas Freedom of Information Act, other
applicable law or court order or to third parties who are involved in providing consulting services related to
Farm Assets.

Section 11.2  Related Party Transactions Prohibition. Except as provided in Section 11.4 below,
USAG agrees that, in connection with the performance of its duties hereunder, it will never enter into any
contract or agreement with an Affiliate or other party that is related, either directly or indirectly to USAG of
any officer, director, agent or employee of USAG. Any and all such contracts or agreement shall be deemed
null and void ab initio and are outside of the scope of USAG'’s authority hereunder.

Section 11.3  Prohibition Against Other Fee Income. Except as provided in Section 11.4 below,
USAG agrees that, in connection with the performance of its duties hereunder, it will never receive or accept
from any third party involved in the acquisition, management, administration or sale of any Farm Asset or
Proposed Target Property any additional fee, consideration, payment of matters of value other than that
compensation payable hereunder including, without limitation, any real estate brokerage fee or commission,
real estate referral fee, title insurance or surveyor referral fee, Tenant Farmer broker or referral fee or other
fee, payment of matter of value of any nature.

Section 11.4  Approved Exceptions. Notwithstanding the foregoing, vpenreceiptof Direction-from
the-Authorized ATRS-Representative- USAG may enter into affiliated party transactions and may allow for

the payment of fees to USAG to the extent that said transactions are fully disclosed to ATRS, involve the
payment of consideration that is arm’s length and fair, and an Affiliated Party Disclosure Statement,
substantially in that form that is attached hereto as EXHIBIT F, has been executed by USAG and delivered

to ATRS for review and consideration. ATRS—reserves—the-right-torefuse-anyproposed-affiliated-party
transactionwithin-its-sole discretion-

Section 11.5  Non-Discriminatory Actions. USAG and its Affiliates agrees that they shall comply
and adhere to all applicable state and federal laws pertaining to non-discrimination in connection with the
employment of Tenant Farmers, service providers and others involved in implementing the goals and
purposes of this Agreement, including, without limitation, Arkansas Code annotated Section 25-17-101, which
prohibits discrimination due to race, color, creed, national origin, ancestry, sex, religion and other protected
criteria in employment matters.

No Gift Policy. USAG and its Affiliates acknowledge that ATRS maintains a “no gift
policy” and USAG and its Affiliates agree that neither they nor any of their employees or agents shall ever
offer to ATRS or its employees or agents any gift or other item or service of any tangible value.
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ARTICLE 12
MISCELLANEOUS PROVISIONS

Section 12.1  Entire Agreement. This Agreement (and all Schedules and Exhibits related hereto)
constitutes the entire agreement among the Parties and supersedes any prior understandings, agreements
or representations by or among the Parties, written or oral, with respect to the subject matter hereof, including
without limitation that certain Sixth Amended and Restated Farmland Management Agreement dated
September 30, 2017, as amended and extended (the “Prior Agreement”), which Prior Agreement shall
terminate as of the Effective Date.

Section 12.2  Succession and Assignment. No Party may assign either this Agreement or any of
its rights, interests or obligations hereunder without the prior written approval of the other party. Any purported
assignment in violation of this Section shall be void. Subject to the preceding sentence, this Agreement shall
be binding upon and shall inure to the benefit of the Parties and their respective successors and permitted
assigns.

Section 12.3  Counterparts and Facsimile Signature. This Agreement may be executed in two or
more counterparts, each of which shall be deemed an original but all of which together shall constitute one
and the same instrument. This Agreement may be executed by facsimile signature.

Section 12.4  Notices. All notices, requests, demands, claims, Directions and other
communications hereunder shall be in writing. Any notice, request, demand, claim, Direction or other
communication hereunder shall be deemed duly delivered (i) on the date delivered in person, (ii) five (5)
business days after the date of the postmark applied by the United States Postal Service if it is sent by first
class mail, postage prepaid, (iii) one business day after it is sent for next business day delivery via a reputable
nationwide overnight courier service or (iv) on the date sent after electronically delivered with written
confirmation, in each case to the intended recipient as set forth below:
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If to ATRS:

Arkansas Teacher Retirement System
1400 West 3rd Street

Little Rock, AR 72201

Attn:

If to USAG:

US Agriculture, LLC
12821 E. New Market St., Suite 300
Carmel, IN 46032

Arkansas Teacher Retirement System
1400 West 3rd Street

Little Rock, AR 72201

Attn: Executive Director

Copies to:

US Agriculture, LLC
12821 E. New Market St., Suite 300
Carmel, IN 46032

Attn: David Martin
david.martin@us-agriculture.com
317-708-8970678-0700

Attn: Meredith-Deviinday-Weddle
317-790-4961678-0700

Any Party may change the address to which notices, requests, demands, claims, and other communications
hereunder are to be delivered by giving the other Party notice in the manner herein set forth.

Section 12.5  Governing Law. This Agreement shall be governed by and construed in accordance
with the internal laws of the State of Arkansas without giving effect to any choice or conflict of law provision
or rule (whether of the State of Arkansas or any other jurisdiction) that would cause the application of laws of
any jurisdictions other than those of the State of Arkansas.

Section 12.6  Exclusive Jurisdiction. With respect to any matter based upon or arising out of this
Agreement, each of the Parties (i) irrevocably consents to the exclusive jurisdiction and venue of the state
courts of the State of Arkansas located in Pulaski County, (i) agrees that process may be served upon them
in any manner authorized by the laws of the State of Arkansas for such Persons, (iii) waives the defense of
an inconvenient forum and covenants not to assert or plead any objection which they might otherwise have
to such jurisdiction, venue and such process, and (iv) agrees that a final judgment in such legal proceeding
shall be final, binding and enforceable in any court of competent jurisdiction. Each Party agrees not to
commence any legal proceedings except in such courts.

Section 12.7  Amendments to this Agreement. Except as otherwise set forth in this Agreement,
this Agreement cannot be changed, modified, discharged or terminated by any oral agreement or any other
agreement and there cannot be any waiver of the warranties, representations and covenants contained in
this Agreement unless the same is in writing and signed by the Party against whom enforcement of the
change, modification, discharge, termination or waiver is sought.

Section 12.8  Schedules and Exhibits. All Schedules and Exhibits which are annexed to this
Agreement are part of this Agreement and are incorporated herein by reference.

Section 12.9  No Third-Party Beneficiaries. The provisions of this Agreement are for the sole
benefit of the Parties and their respective successors and assigns and, except as specifically set forth in this
Agreement, shall not give rise to any rights by or on behalf of anyone other than such Parties.
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Section 12.10 Presumptions. This Agreement shall be construed without regard to any
presumption or other rule requiring construction against the Party causing this Agreement to be drafted.

Section 12.11  Severability. If any one or more of the covenants, agreements, provisions or terms
of this Agreement shall be held contrary to any express provision of law or contrary to policy of express law,
though not expressly prohibited, or against public policy, or shall, for any reason whatsoever, be held invalid,
then such covenants, agreements, provisions or terms shall be deemed severable from the remaining
covenants, agreements, provisions or terms of this Agreement and shall in no way affect the validity or
enforceability of the other provisions of this Agreement.

(Signature Page to Follow)
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(Signature Page to Farm Management Agreement)

IN WITNESS WHEREOF, the parties hereto have executed this Amended and Restated Farmland
Management Agreement as of the date first above written.

USAG:

US Agriculture, LLC

By:

David Martin, Managing Director

ATRS:

ARKANSAS TEACHER RETIREMENT SYSTEM

Printed:

Title:

3402045_1
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EXHIBITS

EXHIBIT A — ANNUAL BUSINESS PLAN

EXHIBIT B — INVESTMENT CRITERIA

EXHIBIT C - PRO-FORMA TENANT FARMER LEASE AGREEMENT
EXHIBIT D - TENANT FARMER UNDERWRITING CRITERIA
EXHIBIT E - COMMODITY HEDGING CRITERIA SUMMARY
EXHIBIT F - RELATED PARTY TRANSACTION DISCLOSURE FORM
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EXHIBIT A
FORM OF ANNUAL BUSINESS PLAN

The Annual Business Plan describes how USAG plans to operate and manage Farm Assets for the upcoming
calendar year. Each Annual Business Plan is due by March 31st and shall contain the following.

= Executive Summary
o Listing of all underlying portfolio investments (should include relevant metrics such as
acquisition date, region, gross acres, tillable acres, fair market values/net asset values,
original cost, leverage, current IRR, pro-forma IRR, cash on cash yields, percent of total
portfolio, etc.)
o List of major completed and expected capex projects for each underlying investment
o List of acquisitions/dispositions completed for the prior year
= Finance
o Operating budgets
o Capital improvement budgets
= Types of improvements and cost

o Menthly-Annual cash distribution/contribution projections by-asset-on a cash basis
o Leverage [subject to approval in the Investment Criteria constraints]
= Assets levered

= Loan-to-value ratio for-each-levered-assetand-the-aggregated the portfolio
Del . Rat

SpreadsRate

= Term

= Amortization
r—Relurrs—overods—alleash

=  Any other materially important information
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EXHIBIT B
INVESTMENT CRITERIA

The following are the Investment Criteria for ATRS farmland portfolio as managed by USAG. Any investments which
are not in compliance with the following criteria are prohibited except with the prior written approval of ATRS.

A

Objective. The objective of the portfolio is to protect principal and generate income while managing risk to
maximize the portfolio’s risk-adjusted rate of return. The risk profile of this separate account is low to
moderate.

Permitted Investments. Farmland investments are permitted in investment grade farmland properties located
across the United States. These investments will include the following components at the time of purchase.

= Attractive locations with good market access,

= Abundant long term water resources at a reasonable cost,

= Opportunity for end-user contracts,

= Potential scale benefits (demand from tenants),

= Tillable Acres of 85% of total land if dry farmland, or 60% of total land if irrigated farmland,
=  Proven Historic yield history

= Soil fertility meeting industry norms,

= Anabundance of Tenant Farmer Prospects, and

= Excellent crop production area.

Additionally, buildings and grain/crop storage attached to farmland may be acquired if they are on or
adjacent to productive farmland assets.

Rate of Return. The goal of the ATRS separate account is to produce returns that exceed the NCREIF
farmland index over 5 year rolling periods. In addition, the annualized change in the Consumer Price Index
plus 300 basis points will be used to compare the portfolio’s performance to the opportunity cost of investing
in agriculture.

Program Size. The program size is $125 million on an unlevered basis_plus the $9.9 million of earnings
distributions recalled prior to year-end 2020-ard, funded solely by ATRS, provided that ATRS may adjust this
size in its discretion

Permitted Leasing Agreement Structure. Three leasing agreement structures are preferred and, except with
the prior written approval of ATRS, should comprise the majority of ATRS portfolio’s lease structures, as
measured by Fair Market Value of the Farm Assets of the Company: Fixed Cash Rent Leases, Cash Flex
Leases, and Triple Net.

Fixed Cash Rent Leases are the most conservative farmland lease structure. A fixed-cash lease is a rental
agreement in which the landowner receives a predetermined cash lease payment from the tenant irrespective
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of crop yields or product prices. The tenant produces crops on the land and makes general management
decisions as if the land were owned by the tenant. Lease payments are made in the spring and fall.

Cash Flex Leases will be constructed as a base cash rent with potential for a bonus, which is calculated as a
percentage of the tenant’s profits above a previously agreed gross revenue threshold. Lease payments are
made in the spring and fall such as those for a Fixed Cash Rent Lease. However, with the Cash Flex Lease,
a cash incentive payment or “bonus”, when earned, is payable to the Company in the year it is earned, typically
in December. Because of the higher return potential under this structure, the base cash rent is typically lower
than under a Fixed Cash Rent Lease.

Triple Net Leases are similar to Cash Rent Leases with the exception that certain expenses, such as taxes
and insurance are passed onto the tenant.

Custom hire lease agreements (“Custom Hire”) are the most variable of all farmland leases. Structures differ
considerably, but may include joint venture operations between the Company and a third party or the
Company may decide to operate the land directly. Typically, the Company would pay for 100% of the
expenses related to operations and own 100% of the crops produced. However, a 75%/25% split of expenses

and ownership with a joint venture partner is not uncommon. This-type-efleasingis-prohibited-exceptwith-the

priorwritten-approval-of ATRSHEATRS does-approve-If a Custom Hire arrangement is utilized on a grain-
producing property, it will also be governed by Exhibit E — Commodity Hedging Criteria Summary.

Risk Management. Risk will be prudently managed including through the following diversification parameters.

1.

permanent crops will be limited to 10% of the Fair Market Value of the Farm Assets owned by the

Company; any deviation from this limitation due to the disposition of annual cropland should be
mitigated over a reasonable period of time and must be approved by ATRS. No underlying crop will
comprise more than 50% of the Fair Market Value of the Farm Assets owned by the
Companyperticlie, with the exception of corn which will be limited to 75% to take into account the
pervasive nature of corn crops in U.S. agriculture investments. Once the portfolio is fully invested
and except with the prior written approval of ATRS, the portfolio will not exceed the targeted crop
diversification ranges identified above.

2. Geographic Area. Investments will be located within the continental United States. Properties located
within the state of Arkansas are preferred within a prudent range of exposure for the total portfolio.
It is desired that the investments will have attractive locations with good market access.

3. Geographic Diversification. The portfolio will be diversified among the primary agricultural regions of
the U.S.
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Range ("
(revised 9/12/2008)

Region Target Percentage (")
Pacific Coast 10% 0% to 30%
Corn Belt 25% 15% to 40%
Southeast 10% 0% to 15%
Delta 25% 20% te35t0 40%
High Plains 30% 20% to 40%

1) Percentage of pertiolio-Fair Market Value of the Farm Assets owned by the Companygress-asset-value- will only be constrained

as noted above once the portfolio is fully invested. Once the portfolio is fully invested and except with the prior written approval of

ATRS, the portfolio will not exceed the targeted regional diversification ranges identified above.

Leverage. Debt may be utilized for working capital, ~Jpen-prierwritten-approvat-by-ATRS -debt-may
be-utilized-for acquisitions, and; improvements;-and-working-capital; provided, however, at the time

any funds are borrowed by the Company, the total outstanding debt of the Company shall not exceed
20% of the Fair Market Value of the Farm Assets owned by the Company at such time, excluding
any cash, working capital, or intangible assets owned by the Company at such time:-provided-further

Participation Limitation. No co-investments will be made with any type of financial partner except
with the prior written approval of ATRS.

Minimum Investment Size. The minimum individual property investment (purchase price) will be
$500,000, except that smaller investments may be made in properties which adjoin or are in the
reasonable vicinity of existing ATRS properties.

Maximum Investment Size. Except with the prior written approval of ATRS, the maximum fully
developed gross cost of an agricultural property will not exceed 20% of the Fair Market Value of the
Farm Assets owned by the Company once the portfolio is fully invested, but specifically excluding
any cash, working capital, or intangible assets owned by the Company. USAG will notify, and
recommend a course of action to ATRS, and its consultant, if a property exceeds 20% of the Fair
Market Value of the Farm Assets, excluding cash, working capital, or intangible assets.
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EXHIBIT C
TENANT FARMER LEASE AGREEMENT—PRO-FORMA

AGRICULTURE LEASE
Pinnacle [Pinnacle Entity Name] Operating Company, LLC/ [TENANT NAME].

This agriculture lease (“Lease”) is by and between Pinnacle [Pinnacle Entity Name]
Operating Company, LLC, an Arkansas limited liability company, (“Lessor”), and [TENANT
NAME], a/an (hereinafter called “Lessee”).

NOW, THEREFORE, in consideration of the foregoing, the mutual covenants contained
herein, and each act to be preformed hereunder by the parties, Lessor and Lessee hereby agree to
amend and restate the Lease as follows:

1. Leased Premises. In consideration of the mutual covenants and obligations
hereinafter set forth, Lessor hereby leases and lets to Lessee, and Lessee leases from Lessor, farm
ground located in County, , consisting of approximately

gross acres of which irrigated/tillable acres, and more particularly
described in Exhibit “A” attached hereto (the “Leased Premises”), under the terms and provisions
as hereinafter agreed. The Leased Premises shall include all improvements located on the Leased
Premises, including, but not limited to, the center pivot irrigation system including above ground
pipes, electrical panels and motors (the “Irrigation Equipment”), all wells and other below ground
fixtures and equipment necessary for agricultural production including pumps, casing and pipes
(“Well Equipment”), house, quonset building, machine shed, storage shed, scale and scale house,
grain bins and elevator legs (collectively the “Improvements”).

2. Designation of US Agriculture, LLC as Lessor’s Agent. Lessor designates US
Agriculture, LLC, of 10333-Nerth-Meridian-Street-Suite-425-ndianapohis HN-4629012821 E. New
Market Street, Suite 300, Carmel, IN 46032. Business Phone: (317) 7068-8990678-0700 (“USAG”)
as its agent with respect to any and all matters arising under or out of this Lease, including, without
limitation, implementation, interpretation and performance of the Lessor’s obligations under this
Lease and receipt of Rent and other payments by Lessee to Lessor. USAG is acting solely as agent
of the Lessor and is not Lessee’s agent or representative. Lessor hereby ratifies, confirms and
approves all actions taken by USAG as its agent under this Lease.

3. Lease Term. The lease term started with the original Lease Date of
, 20 (“Commencement Date”) and shall continue through December 31,
20 (the “Lease Term”). Each calendar year during the Lease Term shall be referred to as a
“Lease Year” hereunder, except the first Lease Year ran from the Commencement Date through
December 31,20

4, Rent.

@ Base Rent. “Base Rent” shall be calculated as $ per irrigated/tillable acre
for a total of Dollars and Cents
(% ) per year. The Base Rent shall be paid in two instaliments, with one-half
of the Base Rent ($ ) being due and payable on or before February 15" of each
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Lease Year, and the other one-half of the Base Rent ($ ) being due and
payable on or before December 15" of each Lease Year.

(b) Capital Maintenance. [only needed in leases with irrigation equipment or
substantial personal property] The Lessee shall be responsible for all of the labor costs in regards
to repairs and maintenance on the Improvements, while Lessor will pay for the parts. Any single
repair and maintenance item in excess of $1,000 in parts must be approved by lessor prior to
installing. A summary of all repairs and maintenance projects that have been completed on the
property shall be provided by May 15" and August 15" of each Lease Year. By December 15" of
each Lease Year, a copy of all invoices for repair and maintenance projects in association with the
property, shall be attached to a reimbursement invoice from the Lessee outlining the costs and total
due for reimbursement. Lessor shall have until December 31% of each lease year to reimburse the
Lessee.

(© Late Fee. Any payment of any installment of Base Rent or any other sum due under
this Lease, all of which shall be deemed "Rent", that is not received by Lessor within ten (10)
business days of the due date thereof shall bear a one (1) time late charge of two percent (2.0%) of
the payment due and, if more than thirty (30) days past due, shall thereafter bear interest until paid
at the lower of (i) the highest rate of interest allowed by law; or (ii) twelve percent (12%) per
annum,

5. Insurance. The obligations of the parties with respect to Insurance shall include
the following:

@ Lessor Property. Lessor, at its sole cost and expense, shall procure and maintain
throughout the Lease Term insurance covering loss or damage to the Leased Premises, including
the Improvements, Irrigation Equipment and Well Equipment, from fire and such other risks as
are from time to time included in standard extended coverage endorsements with special broad
form coverages, in an amount of not less than one hundred percent (100%) of the full replacement
cost of the Leased Premises and such improvements;

(b) Lessee Property. Lessee at its sole cost and expense, shall procure and maintain
throughout the Lease Term insurance covering loss or damage to Lessee’s own property,
inventory, trade fixtures and furniture, and personal property of others, providing protection
against all perils included in a Causes of Loss - Special Form policy (or its successor form) in the
amount of their full replacement cost (i.e., the cost to replace without deduction for depreciation).
Landlord is not responsible for Tenant’s property, inventory, trade fixtures and furniture, and
personal property of others within the Tenant’s care, custody or control.

(©) Comprehensive General Liability and Excess Liability Coverage Lessee, at its sole
cost and expense, shall procure and maintain throughout the Lease Term (with an insurance
company with an AM Best rating of A- or better and a deductible feature that is reasonably
acceptable to Lessor) for the mutual benefit of Lessor and Lessee, a commercial general public
liability insurance policy with limits of not less than $2,000,000 in the aggregate combined single
limit coverage for bodily injury or property damage, and $1,000,000 per occurrence. The
insurance coverages obtained by Lessee under this Section 5(c) shall be primary and non-
contributing. The amount and coverage of such insurance shall not limit Lessee’s liability nor
relieve Lessee of any other obligation under this Lease.
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(d) Insurance Certificates. Prior to the Commencement Date Lessee and Lessor shall
deliver certificates confirming that the coverage required under this Lease is in place and in effect.
All policies required hereunder shall contain agreements by the insurers that should any of the
above described policies be cancelled before the expiration date thereof, notice will be delivered
in accordance with the policy provisions. Each party to this Lease shall, upon request from the
other party, promptly furnish such party at any time during the Lease Term, an updated certificate
of its insurer, evidencing said coverage, and all renewals thereof, and confirming that should any
of the above described policies be cancelled before the expiration date thereof, notice will be
delivered in accordance with the policy provisions. Lessor, USAG and its mortgagee will be
identified as additional insured parties and certificate holders for the coverage required under

Section 5(c).

(e Notwithstanding any other provision of this Lease to the contrary, neither party to
this lease or its officers, directors, partners, members, managers, employees, agents,
concessionaires, licensees and invitees shall be liable to the other for loss or damage caused by
any risk covered by insurance required to be carried under this Lease, and each party to this Lease
hereby waives any rights of recovery against the other and its officers, directors, partners,
members, managers, employees, agents, concessionaires, licensees and invitees for injury or loss
on account of such covered risks, notwithstanding that such loss, injury, or damage may result
from the negligence or fault of the other party, its partners, mortgagees, servants, agents or
employees.

()] Mutual Waiver of Recovery and Waiver of Subrogation Rights. All policies of
property insurance required to be carried by either party under this Section 5 shall include a clause
or endorsement whereby such party’s insurer waives all right of subrogation, and all rights based
upon an assignment from its insured, against the other party, its officers, directors, partners,
members, managers, employees, agents, concessionaires, licensees and invitees, and in the case of
Lessee, its subtenants and their officers, directors, partners, members, managers, employees,
agents, concessionaires, licensees and invitees, in connection with any loss or damage thereby
insured against; provided that the foregoing reference shall not be deemed a consent by Lessor to
any sublease of the premises. If any policy of insurance requires the agreement of a party’s insurer
as a condition to the effectiveness of this mutual waiver of subrogation, such party agrees to make
a commercially reasonable effort to obtain such agreement.

6. Environmental. Lessee shall have the following obligations with respect to
compliance with laws and environmental matters:

@ Lessee, at its own expense, will comply, and will cause its members, officers,
employees, agents, and invitees to comply, with all applicable laws, ordinances, and governmental
rules and regulations concerning the use of the Leased Premises, including Environmental Laws
(as defined in Section 6(c) below) and further including, but not limited to, all applicable federal,
state and local laws, rules, regulations ordinances or any other provisions relating to crop
production or the disposal of animal wastes, the violation of which would reasonably be likely to
have a materially adverse effect on Lease or the Leased Premises.

(b) Lessee shall not cause or permit any Hazardous Material (as defined in Section 6(c)
below) to be brought upon, kept or used in or about the Leased Premises by Lessee, its agents,
employees, contractors or invitees without the prior written consent of Lessor, which Lessor shall
not unreasonably withhold provided Lessee demonstrates to Lessor’s satisfaction that such
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Hazardous Material constitute materials or chemicals used in the ordinary or regular course of
business in farming operations and will be used, kept and stored in a manner that complies with
all applicable Environmental Laws. If Lessor does consent to Lessee’s proposed use of any
Hazardous Material on the Leased Premises, Lessee shall remove, to the extent such removal is
usual and customary in the area or is required by local, state or federal law, all such Hazardous
Material upon the expiration or termination of this Lease and restore the Leased Premises to a
condition satisfactory to Lessor. Lessor agrees and understands that Lessee will use the Leased
Premises for the purpose of production of crops and such use may include the disposal of animal
wastes which may generate nitrates and other substances which could be Hazardous Materials.
Lessor consents to this use so long as such use is in compliance with all applicable federal, state
and local laws, rules regulations, ordinances or any other provisions relating the generation,
storage and disposal of animal wastes. Lessee’s obligation hereunder to remove any Hazardous
Material on the Leased Premises, shall be limited to any such Hazardous Material produced by or
attributable to the actions of Lessee or Lessee’s agents, employees, contractors or invitees and
Lessee shall not be responsible for removing any Hazardous Materials produced by or attributable
to the actions of Lessor or other non-related third parties. The provisions of this Section shall
survive the expiration or termination of the Lease.

(©) As used herein, the term “Hazardous Material” means any pollutant, toxic
substance, regulated substance, hazardous waste, hazardous material, hazardous substance, oil,
hydrocarbon, asbestos or similar item as defined in or pursuant to the Resource Conservation and
Recovery Act, as amended, the Comprehensive Environmental Response, Compensation, and
Liability Act, as amended, the Federal Clean Water Act, as amended, the Safe Drinking Water
Act, as amended, the Federal Water Pollution Control Act, as amended, or any other federal, state
or local environmental or health and safety related, constitutional provisions, law, regulation,
ordinance, rule, or bylaw, whether existing as of the date hereof, previously enforced or
subsequently enacted (collectively the “Environmental Laws”).

(d) Lessee shall immediately advise Lessor in writing of (i) any governmental or
regulatory actions instituted or threatened under any Environmental Law affecting Lessee or the
Leased Premises, including advance notice of any scheduled meeting with any agency regarding
any such actions or threatened actions, (ii) all claims made or threatened by any third party against
Lessee or the Leased Premises relating to damage, contribution, cost recovery, compensation, loss
or injury resulting from any Hazardous Materials, (iii) the discovery of any occurrence or condition
on any real property adjoining or in the vicinity of the Leased Premises that could cause the Leased
Premises to be classified in a manner which may support a claim under any Environmental Law,
and (iv) the discovery of any occurrence or condition on the Leased Premises or any real property
adjoining or in the vicinity of the Leased Premises which could subject Lessor, Lessee or the
Leased Premises to any restrictions in ownership, occupancy, transferability or use of the Leased
Premises under any Environmental Law. Lessor may elect to join and participate in any
settlements, remedial actions, legal proceedings or other actions initiated in connection with any
claims under any Environmental Law and, if Lessor elects to do so and to the extent the violation
of Environmental Laws resulted from the actions of Lessee, Lessor’s reasonable attorney’s fees
shall be paid by Lessee. At its sole cost and expense, Lessee agrees when applicable or upon
request of Lessor to promptly and completely cure and remedy each and any violation of any
applicable Environmental Law caused by Lessee, its agents, employees, contractors or invitees.
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(e Lessee must promptly notify Lessor as to any liens threatened or attached against
the Leased Premises pursuant to any Environmental Law. If an environmental lien is filed against
the Leased Premises and to the extent the violation of Environmental Laws resulted from the
actions of Lessee, Lessee must, within thirty (30) days from the date on which the lien is placed
against the Leased Premises, and at any rate before the date on which any governmental authority
begins any proceeding to sell the Leased Premises pursuant to a lien, either: (1) pay the claim and
remove the lien from the Leased Premises; or (2) furnish either (a) a bond satisfactory to Lessor in
the amount of the claim on which the lien is based, or (b) other security satisfactory to Lessor in
an amount sufficient to discharge the claim on which the lien is based.

7. Lessee’s Additional Obligations. As a material inducement to Lessor to enter into
this Lease, Lessee covenants and agrees with Lessor as follows:

@) Lessee shall pay timely all of the Rent due under this Lease, together with penalties
and interest thereon as provided in this Lease, if any.

(b) Lessee shall maintain or improve current soil fertility levels as evidenced by applied
fertilizer at crop removal levels.

(©) Lessee shall pay all the expenses for seeds, fertilizer and chemical used on the
Leased Premises and the expenses for all harvesting, except as otherwise provided herein. This is
a cash rent lease and Lessee shall exclusively own all crops to be raised on the Leased Premises,
the proceeds thereof and any FSA Payments related to the Leased Premises; Lessor shall have no
ownership rights or other interest in such crops or the proceeds thereof. Lessee shall retain all
CRP contract payments related to the Leased Premises.

(d) To keep the buildings, fences, roads, and other Improvements (collectively referred
to as the “Improvements”) on the Leased Premises in as good repair and condition as they are at
the commencement of this Lease, or in as good repair and condition as they may be put by Lessor
during the term of the lease, ordinary wear and tear, loss by fire, floods, or unavoidable destruction
excepted.

(e) To keep and maintain in good repair, and make necessary repairs that are the result
of normal wear and tear to the Irrigation Equipment including, but not limited to, maintenance,
repairs and servicing of such equipment, and to return such equipment in as good a condition as
when received, normal wear and tear, loss by fire, floods or unavoidable destruction excepted.

()] To cultivate the Leased Premises in an efficient manner, using all modern methods
of farming that are generally consistent with practices in the area.

(9) To do the tillage, seeding, and cultivating in a manner that will conserve the Leased
Premises, and to control soil erosion and keep ditches, drains, and watercourses in good order.

(h) To complete all required reporting to the appropriate government offices of all crop
acreage on a timely basis and to make the necessary reports to the government agencies to maintain
all crop bases, program acres and yields.

() To complete all required reporting to the Colorado Division of Water Resources or
any other agency that requires reporting in regards water use on the property. Lessee will provide
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Lessor with copies of all reports regarding water usage which have been generated by Lessee for
internal use or reported to any third party agency.

() To participate in and fully comply with any program offered by the United States
Department of Agriculture (USDA) or any other government agency if such participation is elected
by Lessee and approved by Lessor. Lessee agrees to comply with all requirements for “highly
erodible and wet lands” and to farm according to the approved Soil Conservation Plan, as
applicable, on file with the Natural Resources Conservation Service. Upon termination of this
Lease, Lessee shall give up and release all rights and interests in all programs offered by the
USDA, or any other government agency, and will not claim any future rights or interest in the
agricultural programs available on the Leased Premises. This provision shall not deny Lessee any
payments earned by him, but not received, during the term of the Lease.

(K) Lessee shall do all things reasonably necessary to prevent the introduction of any
undesirable and noxious weed species.

Q) Lessee shall keep the Leased Premises in a neat and tidy condition.

(m)  If Lessee plants a multi-year perennial crop, Lessee assumes all cost of establishing
such multi-year perennial crop unless Lessor has consented in writing to the establishment of such
crop and agreed to reimburse Lessee the pro-rata share of such cost applicable to any period after
the end of the Lease Term.

(n) Lessee will provide Lessor with a summary of crop yields on an annual basis.

(o) Lessee will share annual crop rotation information and any soil and water samples
that are available to Lessor on an annual basis. Lessee agrees to take soil samples from the Leased
Premises and to provide these soil sample reports to the Lessor no less frequently than every 3
Lease Years, starting from the Commencement Date.

8. Lessor Obligations. Lessor covenants and agrees at Lessor’s sole expense:

@ To assume the risk of loss to the Leased Premises, including the Improvements and
Irrigation Equipment and Well Equipment, resulting from fire, wind, lightning, flooding or other
perils generally covered under a fire and casualty insurance policy with an extended coverage
endorsement as provided in Section 5(a) above; provided, however, Lessor shall not assume any
risk of loss to any property owned by Lessee, Lessee's employees, licensees, agents, or invitees;
and

(b) To pay all property taxes and assessments for the Leased Premises; and

(©) To execute any USDA forms necessary to accomplish the agreements set forth in
this Lease; and

(d) To promptly pay directly or reimburse Lessee for 100% of the approved cost of the
parts associated with maintenance, repairs and servicing of the Improvements.
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9. Indemnity.

@) Lessee will indemnify and hold Lessor harmless against any claims, demands,
damages, costs, and expenses, including reasonable attorneys’ fees for defending claims and
demands, arising from any breach by Lessee of any of the terms or conditions of this Lease; or
from any act of negligence of Lessee, its agents, contractors, employees, subtenants,
concessionaires, or licensees in, on or about the Leased Premises. If any action or proceeding is
brought against Lessor by reason of any such claim, Lessee, on notice from Lessor, will defend
the action or proceeding by counsel reasonably acceptable to Lessor.

(b) Lessor will indemnify and hold Lessee harmless against any claims, demands,
damages, costs, and expenses, including reasonable attorneys’ fees for defending claims and
demands, arising from any breach by Lessor of any of the terms or conditions of this Lease, or
from any act of negligence of Lessor, its agents, contractors, employees, subtenants (other than
Tenant and any of Tenant’s subtenants) concessionaires, or licensees in, on or about the Leased
Premises. If any action or proceeding is brought against Lessee by reason of any such claim,
Lessor, on notice from Lessee, will defend the action or proceeding by counsel reasonably
acceptable to Lessee.

(© [only needed if rental house included ] Although there is a house on the Leased
Premises (the “House”), Lessee acknowledges this Lease is entered into by the parties for
commercial purposes and Lessor has not repaired, maintained or in any way improved the House
to lease the House for residential purposes. Accordingly, Lessor makes no representations or
warranties whatsoever regarding the suitability or fitness of the House for residential tenancy and
takes no responsibility for whether the House does or would comply with any laws, ordinances,
rules or codes, including but not limited to [appropriate state law cite] (collectively, the
“Residential Tenancy Laws”). Notwithstanding anything to the contrary contained in this Lease,
in the event Lessee allows occupation of the House for any residential purpose whatsoever, Lessee
shall indemnify Lessor for and hold Lessor harmless against any claims, demands, damages, costs,
and expenses, including reasonable attorneys’ fees for defending claims and demands (and any
attorney’s fees which might be due under the Residential Tenancy Laws as part of damages),
arising from the use, occupation, or sublease of the House for residential purposes by Lessee, its
agents, contractors, employees, subtenants, concessionaires, invitees or licensees. If any action or
proceeding is brought against Lessor by reason of any such claim, Lessee, on notice from Lessor,
will defend the action or proceeding by counsel reasonably acceptable to Lessor. Lessee agrees
that no approval by Lessor for a sublease under this Lease or approval of Alterations to the House
shall alter the character of this Lease from commercial to residential, or diminish Lessee’s
indemnity hereunder.

10.  Lessee’s Default. The occurrence of any of the following shall be a “Default” under
this Lease:

€)) Lessee fails to pay any installment of Rent within five (5) days after receipt of
written notice from Lessor that the same is past due, or Lessee fails to pay any other amounts due
Lessor from Lessee within twenty (20) days after written notice that the same is past due.

(b) Lessee fails to perform or observe any other term, condition, covenant or obligation
required under this Lease for a period of thirty (30) days after written notice thereof from Lessor;
provided, however, that if the nature of Lessee’s default is such that more than thirty (30) days are
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reasonably required to cure, then such default shall be deemed to have been cured if Lessee
commences such performance within said thirty (30) day period and thereafter diligently
completes the required action within a reasonable time.

(© All or substantially all of Lessee’s assets upon the Leased Premises or Lessee’s
interest in this Lease are attached or levied under execution (and Lessee does not discharge the
same within sixty (60) days thereafter); a petition in bankruptcy, insolvency or for reorganization
or arrangement is filed by or against Lessee (and Lessee fails to secure a stay or discharge thereof
within sixty (60) days thereafter); Lessee is insolvent and unable to pay its debts as they become
due; Lessee makes a general assignment for the benefit of creditors; Lessee takes the benefit of
any insolvency action or law; the appointment of a receiver or trustee in bankruptcy for Lessee or
its assets if such receivership has not been vacated or set aside within sixty (60) days thereafter;
or, dissolution or other termination of Lessee’s existence as a legally formed and validly existing
entity.

(d) Lessee vacates, abandons or otherwise discontinues occupancy and/or operations
in and from the Leased Premises.

(e Lessee assigns or sublets all or a portion of the Leased Premises without the consent
of Lessor.

11. Remedies. Upon the occurrence of any Default, Lessor shall have the following
rights and remedies, in addition to those allowed by law or in equity, any one or more of which
may be exercised without further notice to Lessee:

@ Lessor may re-enter the Leased Premises and cure any Default of Lessee, and
Lessee shall reimburse Lessor, as Additional Rent for any costs and expenses which Lessor thereby
incurs; and Lessor shall not be liable to Lessee for any loss or damage which Lessee may sustain
by reason of Lessor’s action except loss or damage caused by the gross negligence or willful
misconduct of Lessor or its employees, independent contractors or agents.

(b) Lessor may terminate this Lease or, without terminating this Lease, terminate
Lessee’s right to possession of the Leased Premises as of the date of such Default, and thereafter
(i) neither Lessee nor any person claiming under or through Lessee shall be entitled to possession
of the Leased Premises, and Lessee shall immediately surrender the Leased Premises to Lessor;
and (ii) Lessor may re-enter the Leased Premises and dispossess Lessee and any other occupants
of the Leased Premises by any lawful means and may remove their effects, without prejudice to
any other remedy which Lessor may have hereunder, at law or in equity. If Lessor elects to
terminate this Lease, Lessor may declare the present value (discounted at the then current prime
rate) of all Rent which would have been due under this Lease for the balance of the Lease Term
(“Default Rent”) to be immediately due and payable, whereupon Lessee shall be obligated to pay
the same to Lessor, together with all loss or damage which Lessor may sustain by reason of
Lessee’s Default (“Default Damages”), which shall include without limitation expenses of
preparing the Leased Premises for re-letting, demolition, repairs, improvements, brokers’
commissions and attorneys’ fees, it being expressly understood and agreed that the liabilities and
remedies specified in this subsection (b) shall survive the termination of this Lease.
Notwithstanding the foregoing, if Lessor elects to terminate this Lease due to a Default by Lessee,
then Lessor shall use reasonable efforts to relet the Leased Premises for rent and upon other terms
then prevailing in the area, and shall reimburse Lessee for Default Rent to the extent of rent
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received by Lessor during what would have been the remainder of the Lease Term but for such
termination

(© Lessor may, without terminating this Lease, re-enter the Leased Premises and then
re-let all or any part thereof for a term different from that which would otherwise have constituted
the balance of the Lease Term and for rent and on terms and conditions different from those
contained herein, whereupon Lessee shall be immediately obligated to pay to Lessor, as liquidated
damages, the present value (discounted at the then current prime rate) of the difference between
the Rent provided for herein and that provided for in any lease covering a subsequent re-letting of
the Leased Premises, for the period which would otherwise have constituted the balance of the
Lease Term, together with all of Lessor’s Default Damages.

(d) Lessor or its agents may seize crops grown or growing upon the Leased Premises
or part thereof. If such crops or any part thereof are not fully grown or matured, Lessor or its
agents may cause the same to be properly cultivated and harvested or gathered, and may sell and
dispose of the crops, and apply the proceeds, so far as may be necessary, to compensate for their
labor and expenses, and to pay the Lessee’s obligations to Lessor. Notwithstanding anything to
the contrary expressed or implied in this Section 11(d), in the event of the failure by Lessee to
meet its duties and obligations set forth herein, the Lessor or its agents shall have the right to
immediately enter upon the Leased Premises and to properly care for or harvest said crops and
charge the cost thereof to the Lessee.

(e) Lessor may sue (i) for injunctive relief and/or (ii) to recover damages for any loss
resulting from the Default.

12.  Lessor’s Default and Lessee’s Remedies. Lessor shall be in default if it fails to
perform any term, condition, covenant or obligation required under this Lease for a period of thirty
(30) days after written notice thereof from Lessee to Lessor; provided, however, that if the term,
condition, covenant or obligation to be performed by Lessor is such that it cannot reasonably be
performed within thirty (30) days, such default shall be deemed to have been cured if Lessor
commences such performance within said thirty (30) day period and thereafter diligently
undertakes to complete the same within a reasonable time. Upon the occurrence of any such
default by Lessor, Lessee may sue for injunctive relief or to recover damages for any loss directly
resulting from the breach, but Lessee shall not be entitled to terminate this Lease or withhold,
offset or abate any Rent or any other sums due hereunder. Notwithstanding the foregoing, if the
default by Lessor consists of anything that would threaten the quantity or quality of crops planted
by Lessee on the Leased Premises, then Lessor shall have ten (10) days after the giving of notice
of such default by Lessee to Lessor in which to cure such default and, absent timely cure, Lessee
may cure the default. If Lessee elects to cure the default, Lessor shall reimburse Lessee for all of
its related costs and expenses within ten (10) days after notice thereof is given to Lessor by Lessee
and in the event such reimbursement is not timely received, Lessee may offset the amount of such
costs and expenses, with interest at the prime rate, against future instaliments of Rent.

13. Limitation of Lessor’s Liability. If Lessor shall fail to perform any term, condition,
covenant or obligation required to be performed by it under this Lease and if Lessee shall, as a
consequence thereof, recover a money judgment against Lessor, Lessee agrees that it shall look
solely to Lessor’s right, title and interest in and to the Leased Premises for the collection of such
judgment; and Lessee further agrees that no other assets of Lessor shall be subject to levy,
execution or other process for the satisfaction of Lessee’s judgment.
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14. No Partnership, Agency or Employment. This agreement is one of lease and not of
partnership, agency or employment. Lessee is an independent contractor. Neither Lessor nor
USAG shall become responsible for any debts contracted by Lessee.

15. Destruction; Casualty. In the event of total or partial destruction of the
Improvements by fire or other casualty, Lessor agrees (subject to the rights of any mortgagee) to
make the insurance proceeds (payable on account of that fire or other casualty) available to Lessee,
following confirmation that Lessee has funded restoration and/or repair costs equal to the amount
of the deductible feature under the applicable insurance policy as required herein if Lessee was
responsible hereunder to provide such policy, and Lessee shall utilize those insurance proceeds to
promptly restore and repair the Improvements. Notwithstanding the foregoing, if the
Improvements are:

@) so destroyed that they cannot be repaired or rebuilt within one hundred eighty (180)
days from the date of the casualty; or

(b) destroyed by a casualty which is not covered by the insurance required hereunder
or, if covered, such insurance proceeds are not released by any mortgagee entitled thereto or are
insufficient to rebuild or replace the Improvements;

and with the loss of such Improvements the Property shall become unusable and/or commercially impractical

for Lessee to continue the production of Lessee’s crops; then, in case of a clause (a) casualty, either Lessor
or Lessee may, or, in the case of a clause (b) casualty, then Lessor may, upon thirty (30) days written notice
to the other party, terminate this Lease with respect to matters thereafter accruing.

16.  Eminent Domain. If all or any substantial part of the Leased Premises shall be
acquired by the exercise of eminent domain, so that the Leased Premises shall become unusable
and/or commercially impractical by Lessee for Lessee’s crop production, Lessor or Lessee may
terminate this Lease by giving written notice to the other on or before the date that actual
possession thereof is so taken. In such event, the termination date of this Lease shall be as of the
date that actual possession thereof. If a part of the Leased Premises shall be acquired by the
exercise of eminent domain so that the remainder of the Leased Premises shall remain usable and
commercially practical by Lessee for Lessee’s crop production, this Lease will remain in full force
except that the number of irrigated acres shall be recalculated and Rent shall be reduced
accordingly. All damages to the property awarded shall belong to Lessor; provided, however, that
Lessee may make a claim to the condemning authority, but not against Lessor, for dislocation
damages so long as the amount of any such award is not subtracted from any award otherwise
payable to Lessor. All damages awarded for the current or future growing crops or input costs for
these crops shall be reimbursed to the Lessee.

17.  Alterations; Personal Property; Surrender of Leased Premises; and Mechanic's
Liens.

€)) Alterations. Lessee shall make no leasehold improvements, alterations or additions
(collectively, "Alterations™) on or about the Leased Premises or any part thereof without Lessor's
prior written consent, which consent may be granted or withheld in Lessor’s sole and absolute
discretion. All Alterations shall remain for the benefit of the Lessor. If Lessee desires that Lessor
provide an allowance for any Alterations, Lessee shall make a written investment request for the
same in which Lessor will have thirty (30) days to approve or deny the requested Alterations.
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Lessor may approve or deny any such request in its sole and absolute discretion. Once approved
by Lessor, all Alterations made by Lessee shall be done in accordance with each of the following
requirements unless specifically waived by Lessor in writing:

(i)

(i)

(iii)

(iv)

v)

(b)

Such work shall be constructed and timely completed in a good and workmanlike
manner at Lessee's sole expense and at Lessee's risk, and shall be done in such a
manner as not to cause or create a dangerous or hazardous condition.

Such work shall not adversely affect the structure or strength of any Improvements
or the mechanical, electrical, plumbing or safety facilities or other mechanical
systems of any Improvements.

Such work will be performed substantially in accordance with the plans and
specifications, budget and schedule (including contractors and major
subcontractors) submitted to Lessor by Lessee and approved by Lessor.

Lessee shall ensure that all Alterations shall be made and performed in accordance
with all applicable laws, ordinances, codes, covenants, rules, regulations and orders
and Lessor's insurance requirements, and prior to commencement of such work,
shall deliver to Lessor copies of all governmental permits, authorizations and
approvals required in connection therewith, including, but not limited to, all
required building permits. Without limiting the foregoing, Lessee shall comply
with all provisions of applicable law respecting worker's compensation and will
carry and maintain, or cause to be carried and maintained by its contractors,
builder's risk insurance, appropriate worker's compensation insurance and public
liability and property damage insurance in form and amounts, issued by companies
and with deductibles approved by Lessor. Certified copies of all such policies (or
certificates thereof) and other evidence of financial responsibility shall be delivered
to Lessor at least five (5) business days prior to commencement of such work. Such
policies shall name Lessor as an additional insured and provide that each such
policy shall not be canceled or materially modified without thirty (30) days' prior
written notice to Lessor.

Lessee shall defend, indemnify and hold Lessor harmless from and against any and
all liability, loss, damage and expense (including reasonable attorneys' fees) arising
out of, as a result of or incurred by Lessor in connection with such work.

Trade Fixtures, Equipment and Personal Property. Lessee may, at its sole cost and

expense, install any trade fixtures, equipment, and other personal property of a temporary or
permanent nature used in connection with its business on the Leased Premises, and Lessee shall
have the right at any time during the Lease Term or upon expiration of earlier termination of the
Lease, provided Lessee is not in default of any of the terms of this Lease, to remove any and all
such trade fixtures, equipment, and other personal property that it may have stored or installed
upon the Leased Premises; provided, however, that in the event of such removal, Lessee shall
repair any damage caused by the removal of such trade fixtures, equipment, and other personal
property and restore the Leased Premises substantially to the same condition, ordinary wear and
tear excepted, in which it was at the time Lessee took possession.
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(© Surrender of Leased Premises. Upon expiration of the Lease Term or earlier
termination of this Lease, Lessee shall surrender possession of the Leased Premises to Lessor in
good order and condition, ordinary wear and tear and approved Alterations excepted. If Lessee
desires not to remove any part of its trade fixtures, equipment, or other personal property upon
expiration or earlier termination of this Lease, Lessee may notify Lessor in writing not fewer than
thirty (30) days prior to the expiration of the Lease Term or earlier termination of this Lease,
specifying those items that Lessee has decided not to remove. If, within twenty (20) days after the
date of such notice, Lessor shall request Lessee to remove any of said trade fixtures, equipment,
or other personal property, Lessee shall, at its own expense, at or before the expiration of the Lease
Term or earlier termination of this Lease, remove said trade fixtures, equipment, and other personal
property and, in case of damage by reason of such removal, restore the Leased Premises to good
order and condition. Lessee will pay all costs and expenses incurred by Lessor in removing,
storing, or disposing of Lessee’s trade fixtures, equipment, and other personal property and
repairing all damage to the Leased Premises caused by removal of Lessee’s trade fixtures,
equipment, or other personal property which Lessee has failed to remove despite Lessor’s request
therefor. Any of Lessee’s trade fixtures, equipment, and other personal property not removed by
Lessee upon the expiration or earlier termination of this Lease shall be considered abandoned by
Lessee and may be appropriated, sold, destroyed, or otherwise disposed of by Lessor without
liability or obligation on Lessor’s part to pay or account for same.

(d) Mechanic's Liens. Lessee shall pay when due all claims for labor and material
furnished on or about the Leased Premises. Lessee shall have no power to do any act or to make
any contract that may create or be the foundation for any lien, mortgage, or other encumbrance on
the reversion or other estate of Lessor or that would be prior to any interest of Lessor in the Leased
Premises. Lessee shall not suffer or permit any liens to attach to the interest of Lessee in all or any
part of the Leased Premises by reason of any work, labor, services, or materials done for, or
supplied to, or claimed to have been done for or supplied to Lessee or anyone occupying or holding
an interest in all or any part of the Leased Premises through or under Lessee. If any mechanic’s
construction or other liens or orders for the payment of money shall be filed against the Leased
Premises or any Improvements thereon by reason of, or arising out of any labor or material
furnished to, or for Lessee at the Leased Premises or for or by reason of any change, alteration or
addition, by Lessee, or the cost or expense thereof, or any contract relating thereto, or against
Lessor as fee owner thereof by reason of Lessee’s work or contract relating thereto, then within
sixty (60) days, Lessee shall cause the same to be canceled and discharged of record, by bond or
otherwise, at the election and expense of Lessee, and shall also defend on behalf of Lessor, at
Lessee’s sole cost and expense, any action, suit or proceeding which may be brought thereon or
for the enforcement of such lien, liens or orders, and Lessee will pay any damages and discharge
any judgment entered therein and hold Lessor harmless from any loss, claim or damage resulting
therefrom, including reasonable attorneys’ fees.

18. Right to Remove Property. Any temporary structures, such as above-ground fuel
storage tanks, fertilizer storage tanks, and small sheds placed on said Leased Premises by Lessee
shall remain the property of Lessee and such property may be removed by Lessee at the termination
of this Lease; provided, however, Lessee must have paid all rent due as agreed before Lessee
removes its personal property from the Leased Premises at the termination of this Lease. Lessee
shall repair any damage caused by such removal at its expense.
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19.  Lessor’s Right to Enter. Lessor, Lessor’s agents or mortgagees, shall be permitted
to inspect and examine the Leased Premises at any reasonable time for purposes of consultation
with Lessee and making inspection, making repairs or improvements. Further, Lessor may permit
prospective purchasers upon the Leased Premises and Lessor may permit prospective tenant’s
upon the Leased Premises.

20. Financing. Lessor may mortgage or otherwise encumber its interest in the Leased
Premises at any time, and Lessee shall cooperate with Lessor with respect thereto. In particular,
Lessee agrees to deliver any estoppel certificate reasonably requested by Lessor within ten (10)
days of a request. Any failure by Lessee to deliver an estoppel certificate within the ten (10) day
period shall constitute a Default on the part of Lessee, and automatically authorize Lessor to do so
on Lessee’s behalf. Lessor and Lessee agree that Lessee will not be authorized or entitled to
mortgage or otherwise encumber the Leased Premises or its leasehold interest in and to the Leased
Premises without Lessor’s prior written consent.

21.  Assignment or Subletting. Lessee shall not sublease the Leased Premises without
obtaining the consent of Lessor. In the event of any inconsistency between the terms of a sublease
and this Lease, the terms and conditions of this Lease shall govern and control such dispute. Upon
such sublease, the sub-lessee shall have and be subject to all the rights, benefits, duties and
obligations of Lessee hereunder but the Lessee shall not be released from any of its obligations
under this Lease.

22.  Notices. All notices required or permitted to be given hereunder shall be in writing
and delivered either in person or by certified or registered first-class prepaid mail, return receipt
requested, or by a nationally recognized overnight courier, to Seller or Buyer at their respective
addresses set forth below, or at such other address, notice of which may have been given to the
other party in accordance with this Section.

To Lessee [TENANT NAME]
Phone:
Email:
To Lessor Pinnacle [Pinnacle Entity Name] Operating

Company, LLC

c/o US Agriculture, LLC
Attention: [US Ag Manager]
12821 E. New Market St., Suite 300
Carmel, Indiana 46032

Phone:

Email:
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Copy to: US Agriculture, LLC
12821 E. New Market St., Suite 300
Carmel, Indiana 46042
Attn:  Meredith-Deviin-General Counsel
Telephone:  (317) 790-4961678-0700
Email: ———meredith-devhinjay.weddle@us-
agriculture.com

Any notice given in accordance with this Section shall be deemed to have been duly given or
delivered on the date the same is personally delivered to the recipient or received by the recipient
as evidenced by the return receipt.

23.  Governing Law. The laws of the State of [State Leased Premises is located] shall
govern the construction, interpretation and enforcement of this Lease.

24, Entire Agreement. This Lease contains the entire agreement of Lessor and Lessee
with respect to the Leased Premises and supersedes all prior agreements. Any modification must
be in writing and executed by Lessor and Lessee.

25.  Quiet Enjoyment. Lessor warrants that Lessor has good title to the Leased Premises.
Lessor further represents and warrants that so long as Lessee is not in default of this Lease beyond
any applicable cure period, Lessee may peaceably and quietly have, hold, and enjoy the Leased
Premises with all rights and privileges herein provided. Lessor warrants and covenants that any
oil, gas, mineral or wind exploration or production on the Leased Premises will not unreasonably
interfere with Lessee’s farming operations. Lessor will not agree to drilling and exploration
options under the irrigation pivot during the Lease Term without written approval from the Lessee.

26. Further Assurance. Lessor and Lessee agree to execute and deliver to the other
such additional documents or instruments reasonably necessary or convenient to effectuate the
transaction contemplated hereby, including without limitation, a recordable memorandum of this
lease.

27.  Survival. The representations, warranties, covenants and agreements set forth
herein shall survive the expiration or earlier termination of this Lease.

28.  Waiver. No waiver of any breach of any of the covenants, provisions or conditions
herein contained to be kept or performed by Lessee or Lessor shall be construed as a waiver of any
subsequent breach by Lessee or Lessor, as the case may be.

29. Holding Over. If Lessee should hold-over and retain possession of the Leased
Premises beyond the Lease Term herein specified, with the consent, express or implied of Lessor,
such holding over shall be construed to be a tenancy only from month to month, subject to all of
the conditions and restrictions of this Lease, and Lessee agrees to pay Base Rent during such hold-
over period in an amount equal to one hundred twenty-five percent (125%) of the Base Rent that
was due hereunder immediately prior to that hold over period, together with all Additional Rent
that would otherwise be due for that hold over period.
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30.  Attorney’s Fees. In case action is brought by either of the parties hereto for default
of performance of the conditions of this Lease, the prevailing party shall be entitled to the recovery
of reasonable attorneys’ fees as fixed by the court as part of their costs.

31.  Severability. If any term or provision of this Lease shall be invalid or
unenforceable, then such term or provision shall be automatically reformed to the extent necessary
to render such term or provision enforceable, without the necessity of execution of any amendment
or new document. The remainder of this Lease shall not be affected, and each remaining and
reformed provision of this Lease shall be valid and enforced to the fullest extent permitted by law.

32. Binding Effect. Subject to the limitations on Lessee’s rights to assign this Lease or
sublet all or any part of the Leased Premises as set forth in Section 21 above, above, each and all
of the covenants, conditions and agreements herein contained shall inure to the benefit of and bind
the heirs, administrators, executors, successors and assigns of the respective parties hereto.

33. Headings. The paragraph headings in this Lease are for convenience only and shall
not be construed in any way to affect the meaning of the clause they identify.

34.  Gender; Number. Words of any gender used in this Lease shall be held and
construed to include any other gender, and words in the singular number shall be held to include
the plural, and vice versa, unless the context otherwise requires.

35.  Agricultural Stabilization and Conservation Service Regulations. Lessee agrees to
comply with all federal and state rules and regulations of USDA. The parties agree that (a) this
Lease is to be construed as a Cash Lease, (b) Lessor is not to be construed as an Operator or
Producer, and (c) Lessee is not to be construed as a Custom Farmer, Joint Venture, or Partner as
those terms are defined or described in any USDA Handbook. In the event the USDA office makes
a determination that Lessor will be considered or construed to be an Operator or Producer under
the terms of this Lease, or that Lessor is otherwise eligible to receive program payments in Lessor's
name as Operator or Producer as such payments relate to the Leased Premises and is subject to any
payment limitation, Lessor does hereby waive, release, and relinquish any and all rights it may
have to such payments. Lessor agrees to execute any USDA forms or documents necessary to
release its rights to any amount payable to it as Operator or Producer, it being Lessor's intent that
it shall not receive any subsidy payments including direct, counter-cyclical, LDP, CRP, diversion
or deficiency payments (“FSA Payments™), except to the extent that such payments are lawfully
payable to Lessee and assigned to Lessor for payment of Lessee rent.

36.  Termination. The Lease shall terminate on December 31, 20__ 28, unless
terminated earlier pursuant to this agreement, and the Lessee shall relinquish possession of fallow
land and land in growing perennial crops on such date. If Lessee has planted a perennial crop on
the Leased Premises and Lessee and Lessor have not agreed to extend the Lease beyond the current
Lease Term, then upon termination of the Lease, Lessor shall reimburse the Lessee for the
expenses incurred by Lessee to establish the crop as provided in Section 7(m) above.

[SIGNATURES ON NEXT PAGE]
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IN WITNESS WHEREOF, the undersigned have set their hands effective as of
, 20

LESSOR:
Pinnacle [Pinnacle Entity Name] Operating
Company, LLC
By: US Agriculture, LLC
Its: Sole Manager

By:

Printed:

Title:
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LESSEE:

[TENANT NAME]
alan

By:

Printed:

Title:
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EXHIBIT A

LEGAL DESCRIPTION TO AGRICULTURE LEASE
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EXHIBIT D
TENANT FARMER UNDERWRITING CRITERIA

MANDATE
USAG TENANT SELECTION CRITERIA
April 2018

Properties acquired for ATRS will be leased in some fashion to farm operators in the general
location near the asset. The lease types may vary greatly from asset to asset, but the general
selection criteria USAG will use for ATRS tenant selection is as follows:

1)

2)

3)

4)

5)

6)

7)

8)
9)

Tenant Farmer must have combined education and experience of 7 years or acceptable mentor
(father or partner) approved by USAG.
Tenant Farmer must present a financial statement and balance sheet that reflects an absence of
excess financial leverage and the ability to avoid financial failure during the term of Tenant
Farmer’s lease.
Tenant Farmer must be a focused, full-time farmer, with a majority of his time spent in
production agriculture.
Tenant Farmer, if not known to USAG, will provide at least 3 references, including their banker
and a current landlord.
Tenant Farmer, if not known to USAG, will provide:

a. the last three years of production history on similar farms

b. their soil fertility plan and monitoring program

c. their stewardship practices on farms they operate (owned or leased)

d. their ability to help improve the asset over time (ditching, land leveling, irrigation,

clearing fence rows, woods, etc.)

Each individual Tenant Farmer intended planted acreage for the upcoming year should be more
than 2,000 acres row crop not including the land farmed for ATRS.
Tenant Farmer must have in place the capital, an adequate line of farm equipment and labor to
farm intended acreage in a timely fashion.
Generally the Tenant Farmer must farm within the same market region as the ATRS asset.
Tenant Farmer must have intent to farm minimum 5 years forward.

10) At USAG’s Discretion, Tenant Farmer shall be required to give ATRS a UCC lien on the crop for

the amount of base cash rent owed.
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Purpose:

Objective:

Definition of Parties

EXHIBIT E
COMMODITY HEDGING CRITERIA SUMMARY

This document is intended to outline USAG'’s operating policies and procedures for
grain marketing on bushel and crop share leases. Any deviation from the policies
and procedures outlined in this document must be approved by the Risk
Management Committee (as defined below).

To maximize return, manage risk, and ensure that the objectives of the investment
mandate are being met.

Risk Management Committee: ~ The collective group of individuals as outlined in more detail below.

Committee Member:

USAG Representative:

Farm Manager:

Any member of the Risk Management Committee as outlined below.

Any USAG employee who is responsible at the portfolio level for overseeing
the day to day operations of a specific ATRS assets.

Any third party individual for which a contractual relationship has been
entered into for the purposes of said individual providing on-site farm
management services to a specific ATRS asset.

Risk Management Committee

Purpose:

Composition:

Meeting Schedule:

The Risk Management Committee (“the committee”) will be responsible for governing
the policies and procedures outlined in this document and for approving any marketing
decisions that deviate from the guidelines provided herein.

The Risk Management Committee will be comprised of members of the USAG asset
management team. three-members:

H—Howard Halderman—USAG Chairman
23)} E;E. EI rart :|g§rg;|;'E % FgEFEIE.E”

The committee will have four regularly scheduled marketing meetings throughout
the calendar year. Any member of the committee may call additional meetings as
necessary. A minimum of 3 committee members must participate in each scheduled
meeting:

March - Prior to the Prospective Planting Report
July - Prior to the Supply and Demand Report
October - Prior the Supply and Demand Report
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December - Prior to the Supply and Demand Report and Final Crop
Production Estimates.

Risk Management Policy - General

Purpose:

Objective:

Target Prices:

Break Even Prices:

Multi Year Marketing:

The following section will outline the general risk management policies that will govern
all assets within the ATRS portfolio which may at any time require marketing positions
to be entered into in order to generate rental income. Any changes to this policy must
be approved by the Risk Management Committee and ATRS in accordance with the
approval procedures laid out in the Farmland Management Agreement.

To hedge the annual current return of assets leased to third parties with the goal of
meeting or exceeding target prices and providing a minimum return which is
consistent with ATRS risk tolerance.

Target Prices for each lease type will at a minimum be equivalent to the price that will
generate the appropriate (as defined below) gross return on the then current equity
value of the asset. The current equity value will be determined based on the most
recent appraisal or internal USAG valuation.

Bushel Lease: 5.00% gross return
Crop Share Lease: 5.25% gross return

In the event more than one commodity will be marketed, as is the case with a crop
share, the target prices for each crop shall be determined so that the combined
rental rate for the asset equates to the above referenced return hurdle.

Any adjustment to the required return threshold requires approval by the Risk
Management Committee.

Break Even Prices will at a minimum be equivalent to the price that will generate
the appropriate (as defined below) gross return on the original contributed
capital of the asset.

Bushel Lease: 5.00% gross return

Crop Share Lease: 5.25% gross return

In the event more than one commodity will be marketed, as is the case with a crop
share, the target prices for each crop shall be determined so that the combined
rental rate for the asset equates to the above referenced return hurdle.

Any adjustment to the required return threshold requires approval by the
Risk Management Committee.

Any marketing position entered into for the purpose of hedging rental income to be
received in excess of 12 months into the future shall require prior approval of the
Risk Management Committee and ATRS. In addition, a premium shall be added to
the minimum return thresholds in order to dictate the required price targets to be
achieved. The appropriate premiums are as follows:
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Months in Advance of Premium to Target Premium to Break Even
Rent/Crop Settlement Date Price Hurdle Price Hurdle
0-12 Months 0 bps 0 bps
12-18 Months + 50 bps + 50 bps
18-24 Months + 100 bps + 100 bps

In no event will positions be taken to hedge rental income or crop sales that
are expected to be received/made in excess of 24 months into the future.

Position Report: A position report will be delivered to the committee on a monthly basis. At a
minimum, this report will include the following.

Marketing details by property and consolidated

Type of position — Forward cash sale, futures sale, basis sale, etc.
Counterparty to transaction

Price of each transaction

Quantity of each transaction

Percentage of budget/actual production hedged

Average hedged price vs. budget vs. target price vs. breakeven price
Closing Price as of the most recent trading day

o0 NO Ol b WhN —
—_—— e ——

A. The strategies included in this document are intended to be used for hedging purposes only and
will not be used for speculation.

B. USAG shall maintain the appropriate staff in order to fulfill the necessary reporting requirements to the
Commodity Futures Trading Commission and other regulatory bodies.

C. Inter exchange hedging strategies shall not be utilized for any reason.

D. The Risk Management Committee reserves the right to modify the policies and procedures
included in this document per changing market conditions, subject to approval by ATRS.

E. All'hedging transactions will be designated as one of the 3 types listed below at the inception of the
hedge transaction, in accordance with FAS 133 et all, and IAS 39:

a. Cash Flow Hedge (hedges to offset a corresponding cash flow)
b. Fair Value Hedge (hedges to offset the changing value of an asset or liability)

c. Normal Purchase Normal Sale (purchase and sales contracts or firm commitments where
delivery of the commodity is expected to take place instead of via net offset)

Risk Management Policy — Bushel Lease

Purpose: The following section will provide more specific details on the policies and procedures
which will govern assets leased under a bushel lease structure.
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Objective: To maximize the return to portfolio assets leased under a bushel lease structure by
using the volatility in the commodity futures markets to ATRS advantage.

Target Return: The greater of Target Price plus any required premium as outlined above via “Multi
Year Marketing” and Break Even Price plus any required premium as outlined above
via “Multi Year Marketing”

Minimum Return: The lesser of Break Even Price plus any required premiums as outlined above via
“Multi Year Marketing” and Target Price plus any required premium as outlined above
via “Multi Year Marketing”

Marketing Authority:  Hedge positions for rent to be received within the next 12 months can be entered into
by the following parties, so long as the Minimum Return (as defined above) is
achieved:

1) Committee Member
2) USAG Representative
3)  Farm Manager — with prior approval from USAG representative

Hedge positions for rent to be received in excess of 12 months into the future can be
entered into by the following parties, so long as the Minimum Return (as defined
above) plus the necessary premium is achieved and with prior ATRS approval:

1) Committee Member — with prior Risk Management Committee approval

2)  USAG Representative — with prior Risk Management Committee approval

3) Farm Manager — with prior Risk Management Committee approval and USAG
representative acknowledgment

No positions will be entered into that do not meet the Minimum Return (as defined
above), without prior approval of the Risk Management Committee.

A. Selling futures contracts through the Chicago Mercantile Exchange to achieve required returns is
an approved strategy for hedging the rental income associated with the bushel lease. The sale of
futures contracts will be completed so that the total aggregate bushels sold equates, as closely as
reasonably possible, to the total bushels outlined in the bushel lease document. (Example — 47,000
bushels in lease document = Sell 9 5,000 bushel contracts and 2 1,000 bushel mini contracts)

B. Bushel leases will be written using either corn and or soybeans as the settlement commodity due to
the fact that these commodities are the predominant US row crops and have historically had the most
liquidity within the grain commodity futures market. All future bushel leases will have either corn and
or soybeans as the settlement commodity, independent of what crops are actually grown.

C. The trading account will be owned by ATRS or the appropriate subsidiary. ADM Investor Services will
be the clearing company with all funds being held in a segregated funds trading account with ADM
Investor Services.

D. To mitigate the risk associated with bank default on our hedged accounts and to manage the best

use of capital, the Merchandising/Risk Manager will use Government-backed securities (T-Bills) to
back ATRS’ traded contracts’ initial margin requirements in excess of $250,000. Manager can call
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capital from ATRS or utilize lines of credit approved by ATRS, secured by ATRS owned properties to
fund initial margin requirements. Furthermore, the Merchandising/Risk Manager will monitor and/or
establish a system to make wire transfers such that ATRS’ margin excess will not exceed a balance
of $250,000

. USAG will ensure that at all times; the appropriate entity has access to, via a line of credit, cash
reserves, or ATRS equity, sufficient capital to meet margin calls that would be required in the event
the market moves against ATRS in the amount of $3 per bushel. This level of reserves is consistent
with standard lending practices within the grain marketing industry.

To initiate a futures position, a sell order will be initiated through an approved broker via electronic mail
or electronic trading platform. Market orders, Limit orders, and Good till Canceled orders will all be
utilized when necessary. In order to exit a futures position, a buy order will be placed on the same day
as the cash rent settlement date using a market order to ensure the successful execution of the order.
The orders will be initiated via an approved party as defined in the above section titled “Marketing
Authority.”

. Hedge designation — For accounting and tax compliance, all hedges for bushel lease commitments
will be designated as cash flow hedges at the inception of each hedge transaction, as referenced in
General-F above.

. Once a position is established, it will be maintained until the lease price is determined, as outlined in
the executed lease document.

Trading statements will be reconciled by USAG on a monthly basis with all fees being accounted for
using GAAP standards. The trading account will be a part of the yearly audit. Daily settlement
statements will be provided by the clearing company to multiple staff. USAG will provide a monthly
position report detailing outstanding margin and open positions.

If USAG is removed as manager, the hedge account management will be transferred to a ATRS
representative or other manager in a timely and professional manner.

. On a quarterly basis (January 1, April 1, July1, October 1) the Merchandising/Risk Manager will
produce a Financial Risk Report that identifies all third party entities to whom ATRS has current
contractual or receivable risk. All third party entities with cumulative contract/receivable risk in
excess of $200,000 will undergo an extensive credit monitoring process performed by USAG. Prior to
initiating a new contractual relationship with a credit exposure over $200,000, the Merchandising/Risk
Manager will seek approval from USAG. USAG will utilize one of more of the following when executing
their credit monitoring process, depending on the counterparty exposure.

1. Results of a DnB report,

2. Verification of licensing as a federal grain warehouse in accordance with the United States
Warehouse Act.

Results of investigation into other financial information,

Reputation within the marketplace,

Results of credit references, if required,

The maximum credit exposure the Risk Management Committee is willing to accept from a
single counterparty, and

owukWw
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7. Experience from previous business transactions with the third party
8. Use of credit default swaps

This information is available to representatives of ATRS upon request.

Risk Management Policy — Crop Share

Purpose:

Objective:

Target Return:

Minimum Return:

Marketing Authority:

Hedge Limits:

The following section will provide more specific details on the policies and procedures
which will govern assets leased under a crop share structure.

To maximize the return to portfolio assets leased under a crop share structure by
managing the inherent price and yield risk.

The greater of Target Price plus any required premium as outlined above via “Multi
Year Marketing” and Break Even Price plus any required premium as outlined above
via “Multi Year Marketing”

The lesser of Break Even Price plus any required premiums as outlined above via
“Multi Year Marketing” and Target Price plus any required premium as outlined above
via “Multi Year Marketing”

Hedge positions for crops to be sold within the next 12 months can be entered into by
the following parties, so long as the Minimum Return (as defined above) is
achieved and the hedge limits (as defined below) are not exceeded and with prior
ATRS approval:

1) Committee Member
2) USAG Representative
3) Farm Manager — with prior approval from USAG representative

Hedge positions for crops to be sold in excess of 12 months into the future can be
entered into by the following parties, so long as the Minimum Return (as defined
above) plus the necessary premium is achieved and the hedge limits (as defined
below) are not exceeded:

1)  Committee Member — with prior Risk Management Committee approval

2) USAG Representative — with prior Risk Management Committee approval

3) Farm Manager — with prior Risk Management Committee approval and USAG
representative acknowledgment

No positions will be entered into that do not meet the Minimum Return (as defined
above), without prior approval of the Risk Management Committee.

In order to avoid a situation where the volume of crops sold exceeds the volume of
crops owned by the landowner, the hedging/sale of anticipated crop production will be
governed by the following guidelines.

The below percentages will apply to the anticipated production based on the most
recent information available to management. This includes budgeted acres, actual
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planted acres, budgeted yields, forecasted yields, anticipated weather patterns,

etc.
Time Until Final Production Reconciliation
0-12 Months 12+ Months
Crop Max Pre-Plant Max Pre-Harvest | Maximum Position
Irrigated
Corn 50% 70% 25%
Soybeans 50% 70% 25%
Wheat 50% 70% 25%
Rice 50% 70% 25%
Cotton 50% 70% 25%
Other 50% 70% 25%
Dry Land
Corn 50% 50% 25%
Soybeans 50% 50% 25%
Wheat 50% 50% 25%
Rice 50% 50% 25%
Cotton 50% 50% 25%
Other 50% 50% 25%

No position will be entered into that exceeds the above limits without prior written consent
of the Risk Management Committee and ATRS.

. All crop share leases will include a minimum base rental amount. This amount is to be negotiated on
a property by property basis and is intended to set a minimum rental rate which will be required from
the tenant. This floor rate will limit ATRS downside risk associated with the crop share.

. Risk management levels must be carefully tracked and monitored by management and positions
must be executed based on realistic crop yields and accurate tracking of planted acres to each
particular crop. Management for each portfolio asset must report expected yields and acres
starting with the budget process and update these estimates each month until the crop is harvested
and the final production amounts are reconciled.

. All product sales shall be executed and documented with written contracts with either an outside
grain marketing entity, or direct with actual product end users. Contracts should include specific
amounts, delivery dates, conditions, and price.

. The trading account will be owned by ATRS or the appropriate subsidiary. ADM Investor Services will
be the clearing company with all funds being held in a segregated funds trading account with  ADM
Investor Services.

. To mitigate the risk associated with bank default on our hedged accounts and to manage the best

use of capital, the Merchandising/Risk Manager will use Government-backed securities (T-Bills) to
back ATRS’ traded contracts’ initial margin requirements in excess of $250,000. Manager can call
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capital from ATRS or utilize lines of credit approved by ATRS, secured by ATRS owned properties to
fund initial margin requirements. Furthermore, the Merchandising/Risk Manager will monitor and/or
establish a system to make wire transfers such that ATRS’ margin excess will not exceed a balance
of $250,000.

Options strategies will be used in certain situations. The following option strategies are approved and
authorized under this policy:

Option strategies to offset:

. Price risk on future and current grain inventories that will be delivered at a future date
(i.e., the simultaneous purchase and sale of different strike prices in identical
quantities), and

ii. Production risk on future grain inventories in situations where market prices are high
enough to economically justify 100% bookings prior to planting or harvest.

. Spread trading (i.e. the simultaneous purchase and sale of different futures months in identical
quantities) will be used in certain circumstance and is approved and authorized under this policy for
the following strategies:

. To protect additional carrying charges against ownership of grain, or

ii. To protect inverses in futures against the anticipated short sale of the Company’s
delayed-priced inventory.

. USAG may enter into futures and/or options positions in order to manage aggregate economic risk.
Aggregate economic risk is defined as ATRS overall exposure to futures market risk, counterparty cash
contract risk, and cash flow funding ability (margin call) risk. These positions must be approved by the
Risk Management Committee.

The following are deemed to be acceptable methods of hedging the sale of crops produced in
association with a crop share:

1) Forward Cash contracts with a local grain elevator or direct end user.

2) Production contracts with a local grain elevator or direct end user.

3) Sale of futures contracts to offset the price risk associated with the sale of current or
future production in the spot market at a future date.

4) Basis contracts with a local grain elevator or direct end user.

In the event futures positions on the Chicago Mercantile Exchange are entered into for the purpose of
hedging crop sales associated with current or future production, the policies and procedures
outlined in the “Risk Management Policy — Bushel Lease” for governing hedge accounts, margin
requirements, account reconciliation, reporting, etc. will also apply to crop share leases as well.

Hedge Designation — For accounting and tax compliance, all hedges as referred to in G above will be

designated as one of the hedge types referred to in General-E above at the inception of each hedge.
Due to the varying nature of the types of hedge instruments available, each hedge will be so
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designated based on its own merits at the time of inception.

On a quarterly basis (January 1, April 1, July1, October 1) the Merchandising/Risk Manager will
produce a Financial Risk Report that identifies all third party entities to whom ATRS has current
contractual or receivable risk. All third party entities with cumulative contract/receivable risk in
excess of $200,000 will undergo an extensive credit monitoring process performed by USAG. Prior to
initiating a new contractual relationship with a credit exposure over $200,000, the Merchandising/Risk
Manager will seek approval from USAG. USAG will utilize one of more of the following when executing

their credit monitoring process, depending on the counterparty exposure.

1)
2)

3)
4)
5)
6)

7)
8)

Results of a DnB report,

Verification of licensing as a federal grain warehouse in accordance with the United
States Warehouse Act.

Results of investigation into other financial information,

Reputation within the marketplace,

Results of credit references, if required,

The maximum credit exposure the Risk Management Committee is willing to accept
from a single counterparty, and

Experience from previous business transactions with the third party

Use of credit default swaps

This information is available to representatives of the ATRS upon request.
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EXHIBIT F
RELATED PARTY TRANSACTION DISCLOSURE FORM

1. Related party information:
Company name:
Contact name
Address:
Phone:
E-mail address:
Nature of relationship to: USAG

2. Service(s) to be provided:
3. Date of service(s):
4.  Proof of qualification:
5.  Expected cost of Related Party service(s):
A. Projected cost:
B. Basis/cost structure:
C. Frequency of charge:
6.  Market charges for comparable service(s):
A. Name(s) of unrelated service providers:
B. Projected cost(s) and source(s) of information:
C. Frequency of charge:
7.  Selection rationale:
8.  Recommendation for course of action:
9. Potential consequences if Related Party does not provide service:
10. Certification
The signature below certifies that all terms and conditions for the transaction detailed above are comparable to the
terms and conditions which might reasonably be expected in a similar transaction between similar parties who are not
related parties, the transaction is consistent with the fiduciary duties of USAG, and the costs are reasonable and either
at or below market in terms of rate.

US Agriculture, LLC

By:

Printed Name:

Title:

Date:

Exhibit F Page 1 154



155



AMENDED AND RESTATED FARMLAND MANAGEMENT AGREEMENT

This Amended and Restated Farmland Management Agreement (along with all exhibits and
schedules, the “Agreement’) is made and entered into effective as of the ____ day of , 2023, (the
“Effective Date”) by and between ARKANSAS TEACHER RETIREMENT SYSTEM (‘ATRS”); and US
AGRICULTURE, LLC, a Delaware limited liability company (‘USAG”), each, a “Party” and collectively, the
“‘Parties”.

RECITALS

A. The Arkansas Teacher Retirement System was created pursuant to the Arkansas Teach
Retirement Act, Title 24, Chapter 7, Subchapter 2 of the Arkansas Code of 1987 (the “Code”), to provide a
fund for the payment of retirement benefits to eligible retirees from funds contributed to the System for such
purpose; and

B. The Board of Trustees of ATRS (the “Board”) has the power to invest and reinvest the assets
of ATRS; and

C. Pursuant to the terms of that certain Farmland Management Agreement dated June 7, 2018
(the “Original Agreement”), the Board appointed USAG to invest, reinvest, and manage certain assets of
ATRS allocated to USAG in accordance with the Original Agreement;

D. ATRS and USAG amended and restated the Original Agreement on July 26, 2021 (the
‘Amended and Restated Agreement”); and

E. ATRS and USAG desire to further amend and restate the Amended and Restated
Agreement as provided below in this Agreement.

TERMS OF AGREEMENT

In consideration of the foregoing Recitals and of the promises and mutual agreements contained
herein, ATRS and USAG hereby agree as follows:

ARTICLE 1
DEFINITIONS AND TERMS

Section 1.1 Definitions. In addition to those capitalized terms that are otherwise defined in this
Agreement, the following capitalized terms, unless the context clearly indicates otherwise, shall have the
following meanings:

(a) “Affiliate” when used with respect to a specific Person means a Person that, directly or
indirectly, or through one or more intermediaries, is Controlling or Controlled by or under
common Control with such Person.

(b) “‘Annual Business Plan” means that plan or plans prepared by USAG in accordance with the

specifications set forth in EXHIBIT A hereto in and delivered to an Authorized ATRS
Representative on or before March 31st of each calendar year that pertains to the operation,
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management and development of all Farm Assets (including, but not limited to, budgets and
expenditure authorizations with respect to each Farm Asset), and the investment and
reinvestment of Farm Assets during the applicable calendar year.

‘Applicable Law” means any statute, law, ordinance, rule, public administrative
interpretation, published policy statement, regulation, order, writ, injunction, directive,
judgment, decree or other requirement of any nation, state, county, city, or other unit or
subdivision thereof or any entity, authority, agency, department, Board, commission,
instrumentality, court or other judicial body authorized on behalf of any of the foregoing to
exercise legislative, judicial, regulatory or administrative functions or pertaining to
government, or any governmental or non-governmental self-regulatory organization,
applicable to the Person or Persons referenced.

“‘Authorized ATRS Representative” means (i) the ATRS Executive Director, or (ii) any other
Person designated by ATRS Board to act on behalf of and in the name of ATRS; provided,
USAG shall be notified in writing by ATRS of any such Person so designated in clause (ii)
above.

‘Books and Records” means the books and records and original contracts, instruments and
agreements in the possession of USAG relating to the Company or the acquisition, sale,
lease, disposition, ownership, development, construction, management, servicing, operation
or improvement of each and every Farm Asset or otherwise relating to the Farm Assets
(including all balance sheets, financial pro-forma, operating statements, income and
expense reports, capital expenditure budgets, other financial reports of every nature kept or
maintained by USAG, promissory notes or other evidences of indebtedness, deeds, Leases,
insurance (including title insurance) policies, mortgages, deeds of trust and other security
documents, surveys, management agreements, ancillary trust agreements, and the by-laws,
minutes of meetings, and all other corporate records of the Company.

“Cause” means any of the following: (i) fraud, dishonesty, malfeasance, gross negligence or
breach of fiduciary duty by USAG or any of its Affiliates; (i) the institution of any litigation,
administrative proceedings or prosecution of criminal charges against or involving USAG or
any of its Affiliates which, in the sole discretion of ATRS, is materially adverse to the
reputation or business of ATRS or its Affiliates, or the ability of USAG to perform under this
Agreement and with respect to which a meritorious defense has not been asserted within a
reasonable time following the institution of such action and thereafter diligently prosecuted
or pursued; (i) engagement by USAG or any of its Affiliates in activities clearly injurious to
the reputation or business of the Company or ATRS and failure to cease such activity within
thirty (30) days after written notice from ATRS requesting such; (iv) a breach by USAG of
any term or condition of this Agreement or any Direction and failure to cure such breach
within thirty (30) days of receipt of written notice from ATRS of such breach; or (v) the
initiation of any voluntary or involuntary bankruptcy proceeding by or against USAG or any
of its Affiliates or the adjudication of USAG or any of its Affiliates as bankrupt or insolvent,
or the appointment of a receiver or trustee for USAG or any of its Affiliates which is not
dismissed within thirty (30) days, or any assignment by USAG or any of its Affiliates for the
benefit of creditors.
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“Committed Capital” means One Hundred Twenty-Five Million Dollars ($125,000,000.00) of
unleveraged capital to be made available by ATRS plus the $9.9 million of earnings
distributions recalled prior to year-end 2020, to be invested pursuant to the terms of this
Agreement, it being understood that ATRS shall have the right, in its sole discretion, to
increase or decrease this sum at any time and for any reason.

‘Company” means any legal business entity or entities that ATRS might form to take
ownership and control of any Farm Asset or collection of Farm Assets, it being agreed and
understood that in all instances, each Company shall be solely and exclusively owned by
ATRS and that USAG shall never be deemed or considered to own, either directly or
indirectly, any stock or equity ownership interest, or options or other rights, in and to any
Company.

“Control,” including “Controlling,” “Controlled,” and “Controlled by,” means with respect to
any specified Person, the possession, direct or indirect, of the power to direct or cause the
direction of the management and policies of a Person, whether through the ownership of
voting securities, by contract other than a commercial contract for goods or non-
management services, or otherwise; unless the power is the result of an official position with
or corporate office held by the Person. Control shall be presumed to exist if any Person,
directly or indirectly, owns, controls, holds with the power to vote, or holds proxies
representing ten percent (10%) or more of the voting securities of any other Person.

“Direction” or “Directions” means written directions from ATRS or an Authorized ATRS
Representative to USAG, directing USAG to take certain actions as specified therein.
‘Direct” or “Directed” means to specify or having specified an action by Direction.

‘Farm Asset(s)” means any single asset or collection of assets that: (i) are owned or held by
or on behalf of the ATRS, whether directly, indirectly, beneficially, through the Company or
otherwise, including (but not limited to) farmland real estate, interests in farmland real estate,
all personal, intangible or other property related to the foregoing, cash, accounts, Reserves,
Short Term Investments, and other investment assets; and (ii) are managed by USAG
pursuant to this Agreement.

“Gross Asset Value” or “GAV” is the total sum of the value of all Farm Assets owned or held
by or on behalf of ATRS whether directly, or indirectly through any one of the Companies as
such value shall be adjusted by the Quarterly Fair Market Value Adjustments.

“Investment Committee” shall mean that group of senior management personnel and
employees of USAG that shall be personally responsible for assuring that Investment
Proposals are consistent with the Investment Criteria and constitute responsible investment
grade acquisitions that are consistent with prudent investor rules.

“Investment Criteria” means those facts, analyses and opinions that have been compiled by
USAG and the Investment Committee in recommending a Proposed Target Property as a
responsible, financially sound and investment grade acquisition and investment, which facts,
analyses and opinions are outlined on EXHIBIT B, attached hereto.
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“‘Investment Proposal” means that written report that has been prepared by USAG and
approved by the Investment Committee pursuant to which a Proposed Target Property is
being recommended for acquisition by ATRS, and which identifies, discusses and analyzes
those matters that collectively constitute the Investment Criteria.

Lease” means any Tenant Farmer Lease Agreement or other lease, license, occupancy
agreement or use agreement in effect with respect to any Farm Asset.

‘Lien” means any mortgage, deed of trust, pledge, hypothecation, assignment, charge,
encumbrance, lien (statutory or otherwise), or preference, priority or other security
agreement or preferential arrangement of any kind or nature whatsoever.

Mortgage Loan” means a loan secured by a mortgage, deed of trust or security deed on real
property (as well as a Lien on and security interest in personal, intangible or mixed property
connected therewith), whether held directly, beneficially or indirectly through a Company or
otherwise.

‘Person” means any individual, partnership, corporation, limited liability company, trust,
association, joint venture, unincorporated organization or other entity.

“Proposed Target Property(ies) means any farm property or related farm asset that meets
the Investment Criteria and that USAG might identify for possible acquisition by ATRS.

“Quarterly Fair Market Value Adjustment” means the quarterly adjustment of the value of the
Farm Assets to fair market value to be performed at the expense of ATRS and under the
direction of USAG, where each Farm Asset is adjusted to fair market value through the use
of a certified appraisal, restricted use appraisal, or USAG internal reevaluation. Such
adjustment shall take place on the first day of each calendar quarter during the term of this
Agreement.

‘Reserves” means cash set aside in amounts deemed sufficient by USAG for administrative
and operational expenses of the Company and deposited or invested by USAG in Short
Term Investments.

“Short Term Investments” means (i) interest bearing and non-interest bearing direct deposit
accounts, certificates of deposit, bankers’ acceptances, commercial paper or other securities
or obligations that have a maturity date of ninety (90) days or less, the repayment of which
are all guaranteed by the United States government or fully insured by the Federal Deposit
Insurance Corporation, (i) other investments and securities issued or fully guaranteed by
the United States or its agencies, or (iii) shares in money-market funds rated Am or better
by Standard & Poors.

“Tenant Farmer” shall mean those Persons that are identified and retained by USAG to farm
and oversee the operating of any Farm Asset pursuant to a Tenant Farmer Lease
Agreement, and who meet the Tenant Farmer Underwriting Criteria.

“Tenant Farmer Lease Agreement” shall be that agreement that shall be negotiated by
USAG and entered into by and between the Tenant Farmer and ATRS pursuant to which
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the Tenant Farmer shall farm and oversee the operation of any Farm Asset, it being agreed
and understood that Tenant Farmer Lease Agreements shall be drafted in general
conformity to that form that is attached hereto as EXHIBIT C.

(2) “Tenant Farmer Underwriting Criteria” shall mean that criteria and those standards that are
generally identified on EXHIBIT D, attached hereto.

(@aa)  “UBTI" means unrelated business taxable income” as defined in Section 512 of the Code.

(bb)  “Unfunded Capital Commitment” means the Committed Capital minus Collective Capital
Investment. USAG may call from time to time any amount up to the Unfunded Capital
Commitment for the purpose of investing in Farm Assets pursuant to the procedure provided
in Article 4. For purposes of this subsection (bb), “Collective Capital Investment” shall mean
capital contributed net of any return of capital or distribution of capital gains.

Section 1.2 Interpretation. This Agreement shall collectively be comprised of all provisions
herein, all Schedules and Exhibits attached hereto and all written amendments and modifications that are
dually executed by all parties hereto. When a reference is made in this Agreement to a Section, Schedule
or Exhibit, such reference shall be to a Section of or Schedule or Exhibit to this Agreement unless otherwise
indicated. The index and headings contained in this Agreement are for reference purposes only and shall not
affect in any way the meaning or interpretation of this Agreement. Whenever the words “include,” “includes,”
or “including” are used in this Agreement, they shall be deemed to be followed by the words “without
limitation.” Whenever the context may require, any pronouns used in this Agreement shall include the
corresponding masculine, feminine or neuter forms and the singular form of nouns and pronouns shall include

the plural and vice versa.

ARTICLE 2
RETENTION OF USAG SERVICES;
AGREEMENT TO PROVIDE SERVICES PURSUANT TO AGREEMENT;
GENERAL BUSINESS PLAN

Section 2.1 Retention of USAG. Beginning as of the Effective Date and until the Termination
Date, and in consideration for that compensation payable by ATRS to USAG hereunder, ATRS does hereby
hire and retain USAG to oversee and advise ATRS in connection with its plan to purchase, manage,
administer, oversee and liquidate Farm Assets along with those other assets that ATRS might own from time
to time and that might be recommended for acquisition by USAG.

Section 2.2 Acceptance of Duties and Commitment to be Bound by Agreement. As evidenced
by its signature below, USAG agrees to accept and discharge the duties and obligations assigned to it
hereunder and agrees to be bound by the terms and conditions of this Agreement.

Section 2.3 General Business Plan. It is acknowledged, agreed and understood that USAG will
identify and underwrite investment grade farmland properties located across the United States and
recommend investment grade acquisitions to ATRS. ATRS proposes to acquire any and all such properties
either in its name or in the name of a Company. USAG will then be responsible for managing and overseeing
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such properties with the goal and intention of promoting and producing period cash flow returns to ATRS,
and producing capital gain profits upon the subsequent liquidation of such properties.

ARTICLE 3
USAG’S POWERS AND DUTIES

Section 3.1 Fiduciary Duty of USAG. Notwithstanding anything in this Agreement to the
contrary, USAG acknowledges and agrees that throughout the term of this Agreement if will be serving as a
fiduciary of ATRS and its Affiliates and that it will owe ATRS and its Affiliates a fiduciary duty and the highest
duty of loyalty and good faith in connection with the performance of its duties and obligations under this
Agreement, which duties and obligations include, without limitation, the obligation:

(a) to provide objective, competent and timely due diligence analyses of Proposed Target
Properties that USAG believes might fit the ATRS Investment Criteria;

(b) to perform those operational, administrative and managerial duties as set forth herein with
respect to each Farm Asset;

(c) to retain and oversee Tenant Farmers in connection with the manner in which they farm
each Farm Asset;

(d) to oversee and administer the sale of those commodities and crops that are derived from
the operation of each Farm Asset;

(e) to provide objective, competent and timely suggestions and supporting information regarding
the proposed sale of any Farm Asset; and

(f) to otherwise avoid self-dealing, insider transactions, secret transactions and all other
business activities that are inconsistent with providing ATRS with the utmost and highest
duty of good faith and loyalty in connection with the discharging of those obligations, duties
and services that are assigned to USAG under this Agreement.

USAG represents and covenants that in the performance of its duties and obligations hereunder
USAG and all of its employees and Affiliates shall possess the requisite expertise and experience necessary
in order to discharge the duties and obligations assigned to USAG hereunder, and will utilize the skill, care,
prudence and diligence in discharging said duties and obligations that a prudent person owing a fiduciary
duty to ATRS would otherwise utilize and observe.

Section 3.2 Powers and Duties of USAG.  Without limiting the generality of the foregoing,
and upon and subject to the other terms and conditions set forth in this Agreement, USAG shall:

(a) regularly examine the current inventory of farmland that might be for sale across the United
States in an effort to determine whether any particular farmland opportunity might fit within
the Investment Criteria;

(b) regularly contact sources in an effort to identify farmland opportunities that have yet to be
listed for sale in an effort to determine whether any particular farmland opportunity might fit
within the Investment Criteria;
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regularly monitor the sales prices of farmland properties that have sold to third parties and
maintain records regarding the characteristics of the subject farmlands, the price per acre of
each such sale, and those other characteristics and statistics that are routinely maintained
by professional real estate appraisers or that otherwise might be Directed by ATRS;

oversee and administer all aspects associated with the retention of Tenant Farmers to farm
the Farm Assets and managing and overseeing their business operations;

manage, operate, maintain and develop the Farm Assets, or cause the Farm Assets to be
managed, operated, maintained and developed, (i) in accordance with this Agreement, (ii)
in compliance with each Annual Business Plan, and (iii) otherwise, in accordance with
general real estate industry standards for the type and location of such Farm Asset or Farm
Assets consistent with each applicable Annual Business Plan;

ensure that each Farm Asset is always owned and operated in compliance with Applicable
Law, and promptly remedy any violation of such Applicable Law which comes to its attention;

cause each Farm Asset to be maintained in proper condition, and cause repairs and
alterations thereof, in an effort to maximize the income that will be derived from the operation
of each Farm Asset and maximize that capital gain that it anticipated to be realized in
connection with the sale of each Farm Asset;

cause or provide for Tenant Farmers to be timely billed for basic rent, additional rent, utilities
and other charges authorized by Leases, and use all reasonable efforts to timely collect such
rent and other charges from such Tenant Farmers;

supervise the performance by Tenant Farmers of their obligations under their Leases and
cause to be timely performed the obligations of the Company as landlord under any of the
Leases;

take such action as may be required in connection with the timely performance by any
Company of its obligations under any Mortgage Loan, Lease or other agreement related to
any of the Farm Assets;

cause to be timely obtained, verified and paid bills for real estate and personal property
taxes, assessments and other governmental charges relating to the Farm Assets;

timely collect and receive (by deposit immediately following collection into one or more
interest-bearing accounts established for and in the name of USAG as agent for the
Company in accordance with this Agreement), and remit to ATRS or to the Company, as
applicable, all rents, interest, issues, dividends, income and profits of the Farm Assets,
proceeds of the sale, financing or disposition of Farm Assets, and other sums due to either
the Company or ATRS; provided, however, that such remittances shall be promptly made
after such amounts have been reduced for the Company’s expenses, disbursements,
Reserves and working capital;

duly invest any cash contributions, Reserves and cash derived from any other source,
whether from operations of any and all Farm Assets or otherwise, in the Short Term
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Investments with all such deposits and investments to be withdrawable or redeemable at the
option of USAG without penalty or commission;

when necessary in the opinion of an Authorized ATRS Representative, obtain confirmation
of the due organization and formation of the Company under the corporate or limited liability
company law of the jurisdiction in which it is incorporated or formed and its authorization and
qualification to do business in the state(s) in which it conducts business, by means of
certifications of corporate existence from the state agencies having jurisdiction, or opinions
of legal counsel to such effect;

identify, analyze and, if applicable and in accordance with the Investment Criteria propose
the consideration of a Proposed Target Property for acquisition as a Farm Asset;

duly complete capital improvements and development projects in accordance with the
respective Investment Proposal;

enter into or modify, amend, extend, renew or terminate Leases, contracts, agreements and
other undertakings in the ordinary course of business of operating, managing and
maintaining the Farm Assets and in accordance with the applicable Annual Business Plan;

make expenditures in the ordinary course of business of operating, managing and
maintaining the Farm Assets and in accordance with the applicable Annual Business Plan;

make expenditures for emergency repairs involving danger to life or property or immediately
necessary for the preservation and safety of the Farm Assets or for the safety of the Tenant
Farmers or required to avoid the suspension of essential services to the Farm Assets;

except as otherwise set forth in this Agreement, pay out of the Farm Assets the expenses,
fees and taxes, if any, incurred in connection with making investments in Farm Assets, or in
connection with the sale or development, ownership and operation of the Farm Assets;

engage at USAG's sole cost and oversight such employees as USAG shall deem necessary
to perform the obligations of USAG under this Agreement, and engage at USAG's sole cost
such other third parties as USAG shall deem necessary to perform its obligations under this
Agreement, provided, however, USAG hereby acknowledges and agrees that it is liable for
any acts or omissions of such third parties;

so long as such cost and expenses are within annual operating budgets provided in the
current Annual Business Plan submitted to the Company, USAG may employ all real estate
managing agents, brokers, accountants, engineers, environmental consultants, surveyors,
title insurance companies, and other agents and experts, including attorneys, that USAG
might deem necessary or appropriate in discharging its duties hereunder in the daily
administration of the Farm Assets managed hereunder at the sole cost and expense of the
Company; provided, however, any such cost associated with the due diligence or closing of
the purchase of a Farm Asset shall always be considered the sole cost and expense of the
Company and not USAG;
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(aa)

(bb)

(i)

in the event of default by any Person who is a party to a Lease, contract, agreement or
undertaking with the Company or affecting a Farm Asset (including a Tenant Farmer
breaching its obligations under a Lease), to pursue any remedy or commence any action in
the ordinary course of operating, managing or maintaining the Farm Assets in a manner
materially consistent with real estate industry practices, including but not limited to, referring
any amounts due to a collection agency, authorizing an attorney to institute action to collect
amounts due or enforcing the obligations of a Person to foreclose on a Farm Asset; provided,
in the event USAG reasonably believes the default may have a material adverse effect on
the Farm Asset, USAG shall provide notice of such default to ATRS;

cause all Farm Assets acquired after the date of this Agreement to be titled and held solely
in the name of the Company;

at USAG’s expense, maintain or cause to be maintained in full force and effect with respect
to USAG the following insurance policies:

general liability policy with coverage limits of at least Ten Million ($10,000,000);

an errors and omissions/professional liability insurance policy with coverage limits
of at least Five Million Dollars ($5,000,000); and

a crime coverage policy, including coverage for employee fraud or dishonesty, with
coverage limits of at least Two Million Dollars ($2,000,000);

provided, each such insurance policy shall be issued by an insurance company that has
been approved by ATRS and that has been rated A- or better by A.M. Best at the time of
issuance and shall name ATRS and its member as joint loss payees with respect to crime
coverage policy. USAG shall furnish ATRS with certificates of coverage with respect to such
policies within thirty (30) days of the execution of this Agreement and from time to time upon
request by the Company which certificates shall provide that the insurer will endeavor to give
ATRS at least thirty (30) days’ prior written notice of cancellation of such policies;

at ATRS' expense, obtain and maintain property and liability insurance providing coverage
for the Farm Assets and USAG in the performance of its duties under this Agreement, under
policies covering all properties owned by or for the benefit of ATRS. Such policies may be
blanket policies which also cover the properties of USAG’s other clients as long as such
policies are in the best interest of ATRS and ATRS does not bear more than its actual share
of the premiums for such policies;

identify opportunities for additional investments of the Company’s assets in Farm Assets and
cause such additional Farm Assets to be acquired by the Company in accordance with the
applicable Investment Proposals;

conduct itself at all times in compliance with all ATRS policies and procedures applicable to
the investment and management of the Farm Assets that might be promulgated, modified or
amended from time to time;
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(cc)

(ee)

(ff)

obtain and at all times maintain in good status all permits and licenses that might be required
in order to discharge USAG’s duties and obligations hereunder including, to the extent
necessary, all real estate brokerage licenses, all securities and commodities trading
licenses, and all related and unrelated business permits of every nature that might be
required as a result of the performance of USAG’s duties and obligations hereunder;

provide advice regarding the purchase of commodity futures contracts, forward crop
purchase agreements and related and unrelated commodity hedging programs in an effort
to reduce risks and increase profits associated with ownership of any Farm Asset, and
provide for the placement of such contracts and agreements, it being agreed and understood
that all such commodity sale and hedging programs shall be consistent with the Commodity
Hedging Criteria Summary that is attached hereto as EXHIBIT E. USAG may revise the
Commaodity Hedging Criteria Summary from time to time at its discretion; provided, however,
USAG shall provide written notice to ATRS of any such modification. If within seven (7)
business days of submittal to ATRS of any modification to the Commodity Hedging Criteria
Summary ATRS has not provided written notice to USAG that it disapproves of such
modification, then ATRS shall be presumed to have approved such modification and USAG
can proceed to operate under such modification.

coordinate the Quarterly Fair Market Value Adjustment; and.

monitor all acquisitions and any direct farm expenditures to ensure ATRS compliance with
the requirements of Arkansas Act 710 of 2017.

Section 3.3 Restrictions on USAG’s Power and Authority. USAG shall not do or cause any other

Person to do any of the following in the absence of Directions to the contrary:

(a)

settle, compromise and adjust any claim in favor of, against or relating to the Company or
Farm Assets, except non-material claims settled, compromised or adjusted in the ordinary
course of business of operating, managing and maintaining the Farm Assets;

arrange to prosecute, defend, settle, or compromise any action at law or in equity or any
administrative proceeding in favor of, against or relating to the Company or the Farm Assets
if such action or proceeding reasonably could be expected to have a material effect (adverse
or otherwise) on the Farm Asset(s) affected thereby (taking into consideration any insurance
coverage applicable thereto), or satisfy, settle, compromise or adjust any judgment, decree,
decision, order or settlement in connection therewith; or

create, incur, assume or suffer to exist any Lien upon any of the Farm Assets except for (A)
Liens for taxes and special assessments not yet due or which are being contested in good
faith and by appropriate proceedings if adequate Reserves with respect thereto are
maintained on the books of the Company, (B) carriers’, warehousemen’s, mechanics’,
materialmen’s’, or other like Liens arising in the ordinary course of business which are not
overdue for a period of thirty (30) days or which are being contested in good faith and by
appropriate proceedings, (C) easements, rights-of-way, restrictions and other similar
encumbrances incurred in the ordinary course of business and other Liens incurred in the
ordinary course of business which, in the aggregate, are not substantial in amount, and
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which do not in any case materially detract from the value of the Farm Asset subject thereto
or interfere with the ordinary conduct of the business of the Farm Assets or the Company,
or (D) mortgages and deeds of trust entered into in accordance with an Investment Proposal
or an Annual Business Plan.

Section 3.4 Prohibitions on USAG’s Power and Authority. USAG shall not do or cause any other

Person to do any of the following:

(a)

(i)

(v)

enter into any transaction or engage in any other activity which is outside the scope of this
Agreement, including entering into any transaction or engaging in other activity that is
contrary to Applicable Law with respect to ATRS or any of its Affiliates, including Arkansas
Code Annotated Sections 24-2-601 et seq.; provided, however, USAG shall not be required
to comply with the following provisions:

Arkansas Code Annotated Section 24-2-608 with respect to the percent of ATRS
assets invested in Arkansas investments, although USAG may invest some of the
Committed Capital in Arkansas agricultural farm land, USAG shall have no
affirmative obligation to invest any of the Committed Capital in Arkansas farm land
pursuant to this Section;

Arkansas Code Annotated Section 24-2-612 which requires diversification of its total
funds under management - USAG is directed by ATRS to invest the Committed
Capital in agricultural farm land and shall have no affirmative obligation to seek to
diversify the Committed Capital to be invested by USAG pursuant to this Agreement
in anything other than agricultural farm land that meets the Investment Criteria
spelled out in Exhibit B;

Arkansas Code Annotated Section 24-2-616 which requires all cost incurred in
investing its assets to be approved by the ATRS board and to be reasonable - once
USAG has received notice from ATRS of its approval of all cost proposed in the
Annual Business Plans, and Investment Proposals submitted by USAG, USAG can
rely on such approvals as evidence that such cost are in compliance with Section
24-2-616;

Arkansas Code Annotated Section 24-2-618(f)(2) dealing with notice and approval
requirements — USAG has no duty to comply with the notice and approval
requirements of Section 24-2-618(f)(2).

enter into any transaction or engage in any other activity which violates any policy or
procedure set forth in a Schedule hereto or any Direction;

engage in any activity which results in the loss of the tax-exempt status of the Company
(unless USAG was Directed to establish the Company as a taxable entity); or

enter into any transaction of any kind with any Person where the liability of ATRS or any of
its Affiliates relating to such transaction is not limited to the Farm Assets.

Page 11

166



(e) enter into any transaction or engage in any other activity which violates Ark. Code Ann. §
25-1-1201 et seq. scrutinized company language under Article 11; or

() enter into any transaction or engage in any other activity which violates Ark. Code Ann. §
25-1-1101 et seq. boycott ESG language under Article 11.

Reservation of Rights by ATRS. ATRS reserves the right, at any time, to modify, restrict or eliminate
the duties and powers of USAG as set forth in this Agreement pursuant to a Direction to
USAG.

ARTICLE 4
IDENTIFICATION OF PROPOSED TARGET PROPERTIES;
INVESTMENT COMMITTEE ANALYSIS AND RECOMMENDATION;
ASSET ACQUISITION PROCEDURE

Section 4.1 Maintenance of Sales Activity Reports. USAG shall on a regular and routine basis
maintain records and inventory reports regarding farmlands across the United States that are for sale and
farmlands that have been the subject of sales to third party purchasers. USAG shall also endeavor to identify
farmland sales opportunities that have yet to be formally listed for sale to the public. In all instances, USAG
shall maintain records regarding the acreage and characteristics of each property, the price per acre for which
properties have sold or are listed for sale, and those other characteristics and statistics that are routinely
maintained by professional real estate appraisers or that otherwise might be Directed by ATRS. ATRS may,
on occasion, request to review reports and records upon request, which review will not be unreasonably
withheld.

Section 4.2 Identification of Proposed Target Property. USAG shall be responsible for
identifying Proposed Target Properties that either meet or exceed the Investment Criteria. When so
identified, USAG shall present the Proposed Target Property to the Investment Committee for analysis and
recommendation.

Section 4.3 Investment Proposal Approval. To the extent that the Investment Committee
determines that the Proposed Target Property meets the Investment Criteria, each Investment Proposal for
consideration shall be executed by the Investment Committee in accordance with its policy and procedures.
Investment Committee approval shall serve as confirmation that the Proposed Target Property meets the
Investment Criteria. It is agreed and understood that ATRS will perform no due diligence investigations in
connection with any Investment Proposal and that ATRS will be exclusively relying upon USAG in connection
with all investment decisions hereunder.

Section 4.4 Asset Acquisition Procedure. USAG shall promptly cause an agreement for the
purchase of the Proposed Target Property to be prepared. The agreement along with all due diligence
reviewed by USAG that pertains to the Proposed Target Property shall be reviewed by USAG in-house or
outside legal counsel prior to the submittal of the purchase and sale agreement to the proposed seller.
Among other things, the agreement shall, at a minimum, address the following:

(a) shall establish the price of the Proposed Target Property;
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(b) establish the earnest money deposit, which shall not exceed $250,000 absent ATRS
approval, which shall be refundable at any time during the due diligence investigation period
and which, thereafter, shall be non-refundable;

(c) shall establish a due diligence investigation period from the date upon which the final
information submittal is delivered to USAG during which USAG and its third party experts
may examine the Proposed Target Property;

(d) shall require the seller to deliver a commitment of title insurance from a title company chosen
by USAG that shall provide that the Proposed Target Property is, or at closing will be, free
and clear of all financial liens and encumbrances but subject to nonmaterial easements and
encumbrances that do not affect the value or marketability of the Proposed Target Property;

(e) shall complete a Phase | Environmental Site Assessment to identify the current and historical
uses of a property;

() shall require a survey of the Proposed Target Property that meets ALTA minimum standards
necessary in order to remove the survey exception from the contemplated title insurance
policy to be delivered to USAG and the title company prior to the end of the due diligence
period; and

(9) shall identify those other matters that ATRS might require from time to time.

Section 4.5 Closing Procedures and Funding. Upon the determination that a Proposed Target
Property meets the Investment Criteria, USAG shall establish a date at which a closing of said purchase will
occur. The closing will be coordinated through a nationally recognized title insurance company. The title
insurance company shall prepare a closing and settlement statement that shall reflect the applicable
purchase price, all prorations of general and special property taxes, all rental prorations, all expenses
chargeable to seller and ATRS, and those other matters that routinely appear on a closing and settlement
statement. The title insurance company shall also issue an insured closing letter from its underwriter. USAG
in-house or outside legal counsel shall review and oversee all aspects of the pre-closing and closing process.
Thereafter, USAG will wire transfer the purchase price, as adjusted by prorations and costs, plus any other
capital expenditure funds that are identified on the closing and settlement statement, to the title insurance
company for disbursement in accordance with the closing and settlement statement and those escrow
instructions that USAG in-house or outside legal counsel shall provide.

Section 4.6 Equitable Rotation. USAG shall pursue Proposed Target Properties on behalf of
ATRS in a manner that equitably rotates opportunities among ATRS and USAG's other investment clients;
provided, however, if ATRS notifies USAG in writing that it no longer desires to acquire Proposed Target
Properties, USAG will not pursue Proposed Target Properties on behalf of ATRS other than Proposed Target
Properties that are located adjacent to existing Farm Assets.

Section 4.7 Disclosure of Other Management Agreement Terms. Should USAG enter into an
agreement with another entity to acquire and manage agricultural real estate on a non-comingled, separate
account basis (“Third Party Agreement”), and should said Third Party Agreement provide for the commitment
of capital by said entity that is equal to or less than the Committed Capital, then USAG shall provide written
notice to ATRS, within thirty (30) days from the date of the Third Party Agreement, the following information:
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(a) The entity’s name;
(b) The amount of capital that has been committed by said entity for investment;

(c) The amount of and manner in which Recurring Compensation, management or advisory
fees and other consideration is paid to USAG; and

(d) The amount of and manner in which Incentive Compensation or other deferred
compensation or profit distributions is paid to USAG.

ARTICLE 5
TENANT FARMER RELATIONSHIPS AND OVERSIGHT

Section 5.1 |dentification of Tenant Farmer; Underwriting Criteria. USAG shall be solely
responsible for locating and identifying all parties who are proposed to serve as Tenant Farmers with regard
to each Farm Asset.

Section 5.2 Tenant Farmer Lease Agreement; Rental Payments. The Tenant Farmer Lease
Agreement shall be drafted in accordance with local tenancy laws and customs for the region in which the
Farm Assets are located. In addition, the Tenant Farmer Lease Agreement shall be drafted in general
conformity with that template that is attached hereto as EXHIBIT C.

Section 5.3 Oversight of Tenant Farmer Activities. USAG shall be responsible for ensuring that
Tenant Farmer timely complies with all provisions of the Tenant Farmer Lease Agreement, and responsible
for taking all actions necessary and appropriate in order to enforce ATRS'’s rights and entitlements
thereunder.

Section 5.4 Collection of Rents. USAG shall be responsible for ensuring the prompt and timely
collection of all rents due and payable under the Tenant Farmer Lease Agreement. To the extent that the
rents payable thereunder are to be paid, either in part or in whole, by the delivery of crops, USAG shall take
all steps necessary in order to ensure the proper accounting of all harvest activities and the proper delivery
of all crop rental entitlements.

ARTICLE 6
BANK ACCOUNTS; CONTRIBUTIONS, DISTRIBUTIONS AND WITHDRAWALS

Section 6.1 Operating and Depository Accounts. USAG will establish and maintain such
operating accounts, depository accounts and other bank accounts in the name of USAG as agent for the
Company, and with such signature authority as may be deemed necessary or appropriate, in the reasonable
discretion of USAG, to perform its duties and obligations under this Agreement. USAG shall provide in writing
to ATRS information with respect to the identification of such accounts and the terms and conditions under
which they are maintained promptly following their establishment or any changes thereto. USAG shall ensure
that said accounts shall contain only the minimal funding necessary in order to pay routine operational
expenses. In no event shall any such account contain funds in excess of $250,000 unless approved by the
Authorized ATRS Representative. Upon written request from ATRS, USAG shall ensure that all financial
institutions holding said accounts provide a courtesy copy of all monthly bank statements to ATRS. USAG
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shall always ensure that deposits with the banking institutions do not exceed those amounts that are
guaranteed by the Federal Deposit Insurance Corporation.

Section 6.2 Dividends and Other Distributions. USAG shall timely collect, receive and,
immediately upon receipt, deposit into an interest bearing account in the name of the Company, all income,
proceeds and receipts from the Farm Assets, net of the Company’s expenses, disbursements, Reserves and
working capital. USAG shall cause distributions of such receipts and all accrued interest thereon to be
distributed to ATRS at least semi-annually on or before June 1 and December 1 of each calendar year. In
addition, USAG shall cause distributions to be paid out pursuant to this Agreement at any time the balance
of any account maintained by USAG for the benefit of ATRS hereunder exceeds the amount that is insured
by FDIC deposit insurance. ATRS may Direct USAG to declare or cause the Company to declare dividends
or make other distributions from the Farm Assets from time to time and at any time, of all or any portion of
the cash assets (including, without limitation, dividends and accrued interest thereon, all of which constitute
Farm Assets) and liquidation proceeds and proceeds from the sale, exchange or disposition of any and all
Farm Assets acquired by the Company, as the case may be.

Section 6.3 Operational Funding Shortfalls. If at any time the cash in the Company’s accounts
shall not be sufficient to pay the bills and charges which may be incurred with respect to the Farm Assets,
USAG shall not be obligated to pay said expenses and charges from its own account. USAG shall notify
ATRS immediately in writing upon knowledge of a cash shortage or pending cash shortage with respect to a
Company’s account in connection with the operation of the Farm Assets and ATRS shall determine and
Direct payment priority. After USAG has paid or caused to be paid, to the extent of available cash, all bills
and charges in connection with the operation of the Farm Assets based upon the priorities established and
Directed by ATRS, USAG shall submit to ATRS a statement of all remaining unpaid bills. ATRS shall
thereafter and without undue delay provide sufficient moneys (either directly or through the Company) to pay
any unpaid expenses properly payable by ATRS or the Company with respect to the operation of the Farm
Assets.

ARTICLE 7
COMPENSATION AND REIMBURSEMENTS

Section 7.1 Recurring Quarterly Compensation. In consideration for its services rendered
hereunder, it is agreed and understood that ATRS shall pay to USAG in quarterly installments a sum that is
equal to one-quarter (1/4) of one percent (1.00%) of the Gross Asset Value of the Company (‘Recurring
Compensation”). The following procedure shall address the manner in which Recurring Compensation
invoices are submitted and approved for payment:

(a) On the last day of each calendar quarter USAG shall submit to the Pinnacle Mountain
Holding Company, LLC ("Pinnacle"), the affiliate of ATRS that is the direct or indirect holding
company with regard to all assets that are the subject of this Agreement, invoices for .25%
(.0025) of the Gross Asset Value outstanding as of the last day of the prior quarter.
(Example: USAG submits an invoice on June 30 based upon such Gross Asset Value on
March 31 to cover compensation to USAG for the period 4/1 through 6/30)

(b) All invoices shall (i) show the manner in which the Recurring Compensation has been
calculated, (i) request reimbursement of all unreimbursed or outstanding unpaid expenses
properly payable by ATRS or the Company with respect to the Farm Assets (jii) include any
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relevant supporting documentation for either the Recurring Compensation or reimbursement
of expenses, (iv) provide a balance for each of the respective Company accounts from which
payment will be made and request additional capital to cover any accounts that do not have
sufficient capital to cover such payments requested by such invoices.

(c) Within 5 days of receipt of the above invoices, the ATRS designated representative shall:

(i) If ATRS does not question the accuracy of said invoice, either pay or cause to be
paid the amounts due thereunder or send written approval to USAG personnel
authorizing them to fund the payments that are the subject of the invoices to USAG
or such third party vendors from the appropriate Company accounts;

(i) If ATRS questions any item on the invoice, then ATRS shall submit to USAG a
request for additional information to document the accuracy of the related invoices
and shall pay such invoice within five (5) days of receiving such information and
resolution of any such questions; and

(iii) Approve and wire to the appropriate Company accounts any additional capital
needed to cover amounts approved for payment by USAG from the such accounts.

Section 7.2 Reimbursement USAG Expenses. USAG shall be entitled to reimbursement for all
reasonable and necessary costs and expenses incurred in connection with the fulfillment of its duties and
obligations hereunder, PROVIDED, HOWEVER, that as a condition to such reimbursement, the identified
cost or expense (a) must have been clearly identified and included in the Annual Business Plan, (b) must
have been approved in writing by the Authorized ATRS Representative prior to said expense being incurred
by USAG, (c) must be an emergency expense that was incurred by USAG due to the occurrence of
extraordinary circumstance that required the incurring of the emergency expense in order to avoid additional
substantive damage to a specified Farm Asset or otherwise to protect the health, safety and welfare of parties
directly involved with any Farm Asset and (d) ATRS will not be billed for lodging, meal, travel or entertainment
expenses. As a condition to the reimbursement of an emergency expense, USAG shall deliver, along with
the reimbursement request, a written report regarding the reasons why the emergency expense was incurred.
In no event shall an emergency expense in excess of $25,000 be incurred by USAG absent the written
consent of the Authorized ATRS Representative.

ARTICLE 8
REPORTS; RETURNS; BOOKS AND RECORDS

Section 8.1 Annual Report. USAG shall cause to be prepared and delivered to ATRS an annual
financial report of the Farm Assets for the prior calendar year, audited at the expense of the Company by an
independent certified public accountant acceptable to an Authorized ATRS Representative. The annual
financial report shall be prepared and submitted to ATRS on or before March 31st of each calendar year.

Section 8.2 Quarterly Reports. USAG shall cause to be prepared and delivered to ATRS an
unaudited quarterly financial report of the Farm Assets. The quarterly unaudited financial reports shall be
prepared and submitted to ATRS on or before the 45t day after the end of each calendar year quarter.
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Section 8.3 Proposed Annual Operating Budgets. USAG shall cause to be prepared and
delivered to ATRS an annual budget that proposed and anticipates the income and expenses to be realized
in connection with the operation of each Farm Asset.

Section 8.4 Proposed Annual Capital Expenditures Budgets. USAG shall cause to be prepared
and delivered to ATRS an annual capital expenditure budget that proposed and anticipates those capital
expenditures and improvements related to each Farm Asset.

Section 8.5 Transaction Status Reports; Additional Reports. In addition to all other reports
required hereunder, USAG shall:

(a) If Directed, USAG shall prepare and distribute such other reports, budgets or accountings
as ATRS may reasonably deem to be necessary.

(b) USAG shall, at the expense of the Company, deliver to ATRS copies of the Company’s
audited balance sheet and financial statements for each fiscal year by March 31 of each
calendar year.

Section 8.6 Returns. USAG shall cause to be duly prepared and timely filed at the expense of
the Company all tax or information returns on behalf of the Company, and ATRS shall cooperate with USAG
with respect thereto. All annual tax returns shall be timely prepared so as to avoid the need to file any
extension requests with applicable taxing authorities.

Section 8.7 Accounts. USAG shall keep accurate and detailed accounts of all investments,
receipts, disbursements and other transactions and proceedings under this Agreement, and all such accounts
and other records relating thereto shall be open to inspection and audit at all reasonable times during the
term of this Agreement and the Survival Period, at the expense of ATRS or by any Person designated by
ATRS.

Section 8.8 Books and Records. USAG shall act as custodian for the Books and Records of the
Company and all such records shall be open to inspection and audit at all reasonable times during the term
of this Agreement and the Survival Period, by any Person designated by ATRS. USAG shall comply with any
reasonable request of ATRS from time to time with respect to providing copies of any of the Books and
Records. USAG shall take appropriate steps in order to provide Authorized ATRS Representatives with
remote computer access to all Books and Records.

ARTICLE 9
GENERAL SURVIVAL; INDEMNIFICATION; DISPUTE RESOLUTION
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Section 9.1 Survival of Representations and Covenants. The  representations  and

covenants made USAG in this Agreement shall survive for eighteen (18) months after the Termination Date
(the “Survival Period”); provided, however, that any covenant by its terms which survives the Termination
Date for a longer period of time shall survive for such longer period of time.

Section 9.2 Indemnification by USAG.

(a)

(c)

USAG shall indemnify and save harmless ATRS and its Affiliates, and their respective
officers, managers, directors, agents and employees (collectively, the “ATRS Parties”) from
and against any Losses, including UBTI, resulting or arising from or otherwise relating to (i)
the failure of USAG to promptly and responsible perform any of the duties or obligations
assigned to USAG hereunder, (i) any breach of USAG’s representations and warranties set
forth in this Agreement, (iii) any nonfulfillment of or failure to comply with any covenant of
USAG set forth in this Agreement, (iv) the failure by USAG to comply with any Direction, or
(v) the failure by USAG or any of its Affiliates to discharge that fiduciary duty that said entities
owe ATRS hereunder.

Notwithstanding (a) above, ATRS acknowledges and agrees that USAG is not a guarantor
of the performance of any Farm Asset and that USAG shall not be liable, responsible or
accountable for the Losses of any of ATRS Parties for (i) the failure of any Farm Asset to
perform as projected in or contemplated by any Annual Business Plan due to market
conditions or other similar factors beyond the reasonable control of USAG, (ii) the failure of
USAG to act upon or perform any action or matter for which Direction has been requested
in writing in a reasonably timely manner during the period between the date of its written
request for Direction and the date a Direction in response thereto has been received by
USAG, or (iii) any act or omission performed or omitted by USAG at the Direction of an
Authorized ATRS Representative, so long as USAG was not guilty of fraud, bad faith,
negligence or willful misconduct and complied in all material respects with the covenants,
conditions or other agreements contained in this Agreement relating to such act or omission.

The provisions of this Section shall survive the Termination Date.

Section 9.3 Method of Asserting Claims, Etc.

(a)

Promptly after receipt by any ATRS Parties (an “Indemnified Party”) of notice or knowledge
of any demand or claim or the commencement of any action, proceeding or investigation (an
“‘Asserted Liability”) that could reasonably be expected to result in Losses, the Indemnified
Party shall give notice thereof (a “Claims Notice”) to USAG (the “Indemnifying Party”). Each
Claims Notice shall describe the nature and basis of the Asserted Liability in reasonable
detail, and shall indicate the amount (estimated, if necessary) of the Losses that have been
or may be suffered by the Indemnified Party. The rights of any Indemnified Party to be
indemnified hereunder shall not be adversely affected by its failure to give, or its failure to
timely give, a Claims Notice with respect thereto unless, and if so, only to the extent that,
the Indemnifying Party is prejudiced thereby.

The Indemnifying Party shall have the right, exercisable by written notice to the Indemnified
Party within sixty (60) days of receipt of a Claims Notice from the Indemnified Party, to
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(d)

assume the exclusive defense, settlement, adjustment and compromise of such Asserted
Liability, using counsel selected by the Indemnifying Party and reasonably acceptable to the
Indemnified Party. Should the Indemnifying Party elect to assume the exclusive defense of
the Asserted Liability, the Indemnifying Party shall not be liable to the Indemnified Party for
legal expenses incurred by the Indemnified Party in connection with the defense thereof.
Subject to the foregoing, if the Indemnifying Party elects to compromise or defend such
Asserted Liability, the Indemnified Party shall cooperate, at the expense of the Indemnifying
Party, in the compromise of, or defense against, such Asserted Liability. If the Indemnifying
Party elects not to compromise or defend the Asserted Liability or fails to notify the
Indemnified Party of its election as herein provided, the Indemnified Party may pay,
compromise or defend such Asserted Liability. The Indemnified Party and the Indemnifying
Party may participate, and to be represented by counsel, at their own expense, in the
defense of such Asserted Liability. If the Indemnifying Party chooses to defend any claim,
the Indemnified Party shall make available to the Indemnifying Party any books, records or
other documents within its control, and the reasonable assistance of its employees, for which
the Indemnifying Party shall be obliged to reimburse the Indemnified Party the reasonable
out-of-pocket expenses of making them available.

If any Indemnifying Party has assumed the exclusive defense of an Asserted Liability in
accordance with the terms hereof, the Indemnifying Party shall have the right to consent to
the entry of judgment with respect to, or otherwise settle such Asserted Liability without the
consent of the Indemnified Party if (i) the settlement involves solely monetary damages and
(i) the Indemnifying Party expressly agrees in writing to the Indemnified Party that, as
between the two, the Indemnifying Party is solely obligated to satisfy and discharge the
claim. If the foregoing conditions are not satisfied, the Indemnifying Party shall have the right
to consent to the entry of judgment with respect to, or otherwise settle such Asserted Liability
only upon receipt of the written consent of the Indemnified Party, which consent shall not be
unreasonably withheld. If the Indemnified Party does not give such consent, the
Indemnifying Party shall resume the diligent defense of the Asserted Liability. If the
Indemnifying Party elects to assume the exclusive defense of the Asserted Liability in
accordance with the terms hereof, the Indemnified Party shall not admit any liability with
respect to, consent to the entry of judgment with respect to, or otherwise settle such Asserted
Liability without the prior written consent of the Indemnifying Party; and, if the Indemnifying
Party does not elect to assume the exclusive defense of the Asserted Liability in accordance
with the terms hereof, the Indemnified Party may, acting reasonably, settle such Asserted
Liability without the prior written consent of the Indemnifying Party.

The provisions of this Section shall survive the Termination Date.

Section 9.4 Informal Dispute Resolution.  ATRS and USAG agree and covenant that they

shall endeavor to resolve any claim, dispute, controversy or other matter based upon, arising out of or relating
to this Agreement through the scheduling of informal dispute resolution meetings between representatives of
ATRS and USAG. Such informal dispute resolution meeting shall be held in Little Rock, Arkansas.

Section 9.5 Mediation. In the event ATRS and USAG are unable to resolve any claim,

dispute, controversy or other matter based upon, arising out of or relating to this Agreement through informal
dispute resolution, ATRS and USAG shall endeavor to resolve any such claim, dispute, controversy or other
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matter based upon, arising out of or relating to this Agreement by non-binding mediation under the then
current CPR Model Mediation Procedure for Business Disputes (“Mediation”) in Little Rock, Arkansas. Such
Mediation shall be initiated within ten (10) days after the parties are unable to resolve the claim, dispute,
controversy or other matter through informal dispute resolution.

Section 9.6 Litigation. If the claim, dispute, controversy or other matter has not been
resolved by Mediation within sixty (60) days of the initiation of such procedure, either party may initiate
litigation; provided, however, if one party has requested the other to participate in Mediation and the other
has failed to participate, the requesting party may initiate litigation before the expiration of the above period.
It is agreed and understood that all litigation shall exclusively occur in a court of competent jurisdiction in
Pulaski County, Arkansas and that Arkansas law shall apply to all litigation issues.

ARTICLE 10
TERMINATION, REMOVAL AND RESIGNATION

Section 10.1  Termination. This Agreement shall begin as of the date hereof and shall continue
for a period of one (1) year (the “Initial Term”), as the same may be extended (the “Term”). Upon expiration
of the Initial Term, this Agreement shall automatically renew for additional successive terms of one (1) year
each, unless and until sooner terminated as provided herein. Notwithstanding the foregoing, either Party
hereto may terminate this Agreement as provided below (each of the following, along with termination date
of the original term and any renewal or extension term hereof, the “Termination Date’):

(a) If there is a failure by either party to perform any obligations or conditions under this
Agreement, and, with regard to any monetary default hereunder such failure is not cured
within ten (10) days after written notice of such breach, and, with regard to any non-monetary
default hereunder such failure is not cured within thirty (30) days after written notice of such
breach, then the non-breaching party may terminate this Agreement.

(b) ATRS may terminate this Agreement with or without Cause by providing thirty (30) days
written notice to USAG of its intent to terminate this Agreement.

(c) Reserved.

(d) USAG may terminate this Agreement by providing at least one hundred eighty (180) days’
written notice to ATRS that it is resigning its position as farm manager.

Section 10.2  Effect of Termination of Agreement. Upon the Termination Date, ATRS shall pay to
USAG, within five (5) days after the submittal by USAG to ATRS of a final invoice for Recurring
Compensation, the sum then due to the extent that said invoice is accurate. Should the Termination Date
occur within the term of any calendar quarter, then the Recurring Compensation shall be prorated to the
Termination Date.

Section 10.3  Delivery of Assets, Books and Records: Further Assurances.

(a) No later than the Termination Date, USAG shall deliver to ATRS or to such Person as
Directed by an Authorized ATRS Representative all Farm Assets (including cash) held by
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USAG and all Books and Records. After the Effective Date, USAG shall cooperate with
ATRS in making available all information and timely executing and delivering documents
reasonably necessary to prepare and timely file any and all tax returns, amended returns, or
other filings with governmental or regulatory entities and annual financial statements and
reports with respect to the Company or the Farm Assets which relate to the term of this
Agreement. USAG covenants and agrees that it shall cooperate with ATRS to facilitate the
orderly transfer of the servicing of the Farm Assets to USAG’s successor as of the
Termination Date.

(b) In the event USAG is requested to perform substantial services beyond those described in
(a) above following the Termination Date, USAG shall be entitled to the payment of
reasonable compensation for such services, in such amounts as may be agreed upon by
ATRS and USAG.

(c) This Section shall survive the Termination Date.

ARTICLE 11
CONFIDENTIALITY;
RELATED PARTY TRANSACTIONS PROHIBITION;
RELATED FEE INCOME; OTHER PROHIBITIONS

Section 11.1  Confidentiality. USAG agrees to keep and maintain as confidential all information
that it might possess in connection with any and all Farm Assets, all Books and Records, all Annual Business
Plans, and all other information regarding business and plans of ATRS, and agrees that it will not disclose
such information to any third party. NOTWITHSTANDING THE FOREGOING, it is acknowledged that USAG
may disclose confidential information as required by the Arkansas Freedom of Information Act, other
applicable law or court order or to third parties who are involved in providing consulting services related to
Farm Assets.

Section 11.2  Related Party Transactions Prohibition. Except as provided in Section 11.4 below,
USAG agrees that, in connection with the performance of its duties hereunder, it will never enter into any
contract or agreement with an Affiliate or other party that is related, either directly or indirectly to USAG of
any officer, director, agent or employee of USAG. Any and all such contracts or agreement shall be deemed
null and void ab initio and are outside of the scope of USAG'’s authority hereunder.

Section 11.3  Prohibition Against Other Fee Income. Except as provided in Section 11.4 below,
USAG agrees that, in connection with the performance of its duties hereunder, it will never receive or accept
from any third party involved in the acquisition, management, administration or sale of any Farm Asset or
Proposed Target Property any additional fee, consideration, payment of matters of value other than that
compensation payable hereunder including, without limitation, any real estate brokerage fee or commission,
real estate referral fee, title insurance or surveyor referral fee, Tenant Farmer broker or referral fee or other
fee, payment of matter of value of any nature.

Section 11.4  Approved Exceptions. Notwithstanding the foregoing, USAG may enter into
affiliated party transactions and may allow for the payment of fees to USAG to the extent that said
transactions are fully disclosed to ATRS, involve the payment of consideration that is arm’s length and fair,
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and an Affiliated Party Disclosure Statement, substantially in that form that is attached hereto as EXHIBIT F,
has been executed by USAG and delivered to ATRS for review and consideration.

Section 11.5  Non-Discriminatory Actions. USAG and its Affiliates agrees that they shall comply
and adhere to all applicable state and federal laws pertaining to non-discrimination in connection with the
employment of Tenant Farmers, service providers and others involved in implementing the goals and
purposes of this Agreement, including, without limitation, Arkansas Code annotated Section 25-17-101, which
prohibits discrimination due to race, color, creed, national origin, ancestry, sex, religion and other protected
criteria in employment matters.

Section 11.6  No Gift Policy. USAG and its Affiliates acknowledge that ATRS maintains a “no gift
policy” and USAG and its Affiliates agree that neither they nor any of their employees or agents shall ever
offer to ATRS or its employees or agents any gift or other item or service of any tangible value.

Section 11. 7 Scrutinized Company. USAG and its Affiliates acknowledge that ATRS is subject to
the requirements of Ark. Code Ann. § 25-1-1201 et seq., which prohibits ATRS from entering into a contract
with a scrutinized company. As used herein, the term “scrutinized company” means a company owned in
whole or with a majority ownership by the government of the People’s Republic of China. In light of ATRS'
status as a state agency of the State of Arkansas and specifically pursuant to the requirement applicable to
ATRS under Ark. Code Ann. § 24-2-801 et seq., USAG and its Affiliates agree and certify that they are not a
scrutinized company.

Section 11.8 ESG Metrics. USAG and its Affiliates acknowledge that ATRS is subject to the
requirements of Ark. Code Ann. § 25-1-1101 et seq., which prohibits ATRS from entering into a contract with
a company to acquire or dispose of services unless the contract includes a written certification that the person
or company is not currently engaged in, and agrees for the duration of the contract not to engage in, a boycott
of energy, fossil fuel, firearms, and ammunition industries. USAG and its affiliates certify that they are not
currently engaged in, and for the duration of the Amended and Restated Farmland Management Agreement
will not engage in, a boycott of energy, fossil fuel, firearms, and ammunition industries.

ARTICLE 12
MISCELLANEOUS PROVISIONS

Section 12.1  Entire Agreement. This Agreement (and all Schedules and Exhibits related hereto)
constitutes the entire agreement among the Parties and supersedes any prior understandings, agreements
or representations by or among the Parties, written or oral, with respect to the subject matter hereof, including
without limitation that certain Sixth Amended and Restated Farmland Management Agreement dated
September 30, 2017, as amended and extended (the “Prior Agreement”), which Prior Agreement shall
terminate as of the Effective Date.

Section 12.2  Succession and Assignment. No Party may assign either this Agreement or any of
its rights, interests or obligations hereunder without the prior written approval of the other party. Any purported
assignment in violation of this Section shall be void. Subject to the preceding sentence, this Agreement shall
be binding upon and shall inure to the benefit of the Parties and their respective successors and permitted
assigns.
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Section 12.3  Counterparts and Facsimile Signature. This Agreement may be executed in two or
more counterparts, each of which shall be deemed an original but all of which together shall constitute one
and the same instrument. This Agreement may be executed by facsimile signature.

Section 12.4  Notices. All notices, requests, demands, claims, Directions and other
communications hereunder shall be in writing. Any notice, request, demand, claim, Direction or other
communication hereunder shall be deemed duly delivered (i) on the date delivered in person, (ii) five (5)
business days after the date of the postmark applied by the United States Postal Service if it is sent by first
class mail, postage prepaid, (iii) one business day after it is sent for next business day delivery via a reputable
nationwide overnight courier service or (iv) on the date sent after electronically delivered with written
confirmation, in each case to the intended recipient as set forth below:

If to ATRS:
Arkansas Teacher Retirement System Arkansas Teacher Retirement System
1400 West 3rd Street 1400 West 3rd Street
Little Rock, AR 72201 Little Rock, AR 72201
Attn: Deputy Director Attn: Executive Director
rodg@artrs.gov markw@artrs.gov

If to USAG: Copies to:
US Agriculture, LLC US Agriculture, LLC
12821 E. New Market St., Suite 300 12821 E. New Market St., Suite 300
Carmel, IN 46032 Carmel, IN 46032
Attn: David Martin Attn:
david.martin@us-agriculture.com 317-678-0700
317-678-0700

Any Party may change the address to which notices, requests, demands, claims, and other communications
hereunder are to be delivered by giving the other Party notice in the manner herein set forth.

Section 12.5  Governing Law. This Agreement shall be governed by and construed in accordance
with the internal laws of the State of Arkansas without giving effect to any choice or conflict of law provision
or rule (whether of the State of Arkansas or any other jurisdiction) that would cause the application of laws of
any jurisdictions other than those of the State of Arkansas.

Section 12.6  Exclusive Jurisdiction. With respect to any matter based upon or arising out of this
Agreement, each of the Parties (i) irrevocably consents to the exclusive jurisdiction and venue of the state
courts of the State of Arkansas located in Pulaski County, (i) agrees that process may be served upon them
in any manner authorized by the laws of the State of Arkansas for such Persons, (iii) waives the defense of
an inconvenient forum and covenants not to assert or plead any objection which they might otherwise have
to such jurisdiction, venue and such process, and (iv) agrees that a final judgment in such legal proceeding
shall be final, binding and enforceable in any court of competent jurisdiction. Each Party agrees not to
commence any legal proceedings except in such courts.

Page 23

178



Section 12.7  Amendments to this Agreement. Except as otherwise set forth in this Agreement,
this Agreement cannot be changed, modified, discharged or terminated by any oral agreement or any other
agreement and there cannot be any waiver of the warranties, representations and covenants contained in
this Agreement unless the same is in writing and signed by the Party against whom enforcement of the
change, modification, discharge, termination or waiver is sought.

Section 12.8  Schedules and Exhibits. All Schedules and Exhibits which are annexed to this
Agreement are part of this Agreement and are incorporated herein by reference.

Section 12.9  No Third-Party Beneficiaries. The provisions of this Agreement are for the sole
benefit of the Parties and their respective successors and assigns and, except as specifically set forth in this
Agreement, shall not give rise to any rights by or on behalf of anyone other than such Parties.

Section 12.10 Presumptions. This Agreement shall be construed without regard to any
presumption or other rule requiring construction against the Party causing this Agreement to be drafted.

Section 12.11  Severability. If any one or more of the covenants, agreements, provisions or terms
of this Agreement shall be held contrary to any express provision of law or contrary to policy of express law,
though not expressly prohibited, or against public policy, or shall, for any reason whatsoever, be held invalid,
then such covenants, agreements, provisions or terms shall be deemed severable from the remaining
covenants, agreements, provisions or terms of this Agreement and shall in no way affect the validity or
enforceability of the other provisions of this Agreement.

(Signature Page to Follow)
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(Signature Page to Farm Management Agreement)

IN WITNESS WHEREOF, the parties hereto have executed this Amended and Restated Farmland
Management Agreement as of the date first above written.

USAG:

US Agriculture, LLC

By:

David Martin, Managing Director

ATRS:

ARKANSAS TEACHER RETIREMENT SYSTEM

Printed:

Title:

3402045_1
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EXHIBITS

EXHIBIT A — ANNUAL BUSINESS PLAN

EXHIBIT B — INVESTMENT CRITERIA

EXHIBIT C - PRO-FORMA TENANT FARMER LEASE AGREEMENT
EXHIBIT D - TENANT FARMER UNDERWRITING CRITERIA
EXHIBIT E - COMMODITY HEDGING CRITERIA SUMMARY
EXHIBIT F - RELATED PARTY TRANSACTION DISCLOSURE FORM
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EXHIBIT A
FORM OF ANNUAL BUSINESS PLAN

The Annual Business Plan describes how USAG plans to operate and manage Farm Assets for the upcoming
calendar year. Each Annual Business Plan is due by March 31st and shall contain the following.

= Executive Summary
o Listing of all underlying portfolio investments (should include relevant metrics such as
acquisition date, region, gross acres, tillable acres, fair market values/net asset values,
original cost, leverage, current IRR, pro-forma IRR, cash on cash yields, percent of total
portfolio, etc.)
o List of major completed and expected capex projects for each underlying investment
o List of acquisitions/dispositions completed for the prior year
= Finance
o Operating budgets
o Capital improvement budgets
= Types of improvements and cost
= Source of funding (i.e. operational reserves, ATRS capital, financing, etc.)
o Annual cash distribution/contribution projections on a cash basis
o Leverage [subject to approval in the Investment Criteria constraints]
= Assets levered
= Loan-to-value ratio for the portfolio
= Rate
= Term
= Amortization
= Any other materially important information
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EXHIBIT B
INVESTMENT CRITERIA

The following are the Investment Criteria for ATRS farmland portfolio as managed by USAG. Any investments which
are not in compliance with the following criteria are prohibited except with the prior written approval of ATRS.

A

Objective. The objective of the portfolio is to protect principal and generate income while managing risk to
maximize the portfolio’s risk-adjusted rate of return. The risk profile of this separate account is low to
moderate.

Permitted Investments. Farmland investments are permitted in investment grade farmland properties located
across the United States. These investments will include the following components at the time of purchase.

= Attractive locations with good market access,

= Abundant long term water resources at a reasonable cost,

= Opportunity for end-user contracts,

= Potential scale benefits (demand from tenants),

= Tillable Acres of 85% of total land if dry farmland, or 60% of total land if irrigated farmland,
=  Proven Historic yield history

= Soil fertility meeting industry norms,

= Anabundance of Tenant Farmer Prospects, and

= Excellent crop production area.

Additionally, buildings and grain/crop storage attached to farmland may be acquired if they are on or
adjacent to productive farmland assets.

Rate of Return. The goal of the ATRS separate account is to produce returns that exceed the NCREIF
farmland index over 5 year rolling periods. In addition, the annualized change in the Consumer Price Index
plus 300 basis points will be used to compare the portfolio’s performance to the opportunity cost of investing
in agriculture.

Program Size. The program size is $125 million on an unlevered basis plus the $9.9 million of earnings
distributions recalled prior to year-end 2020, funded solely by ATRS, provided that ATRS may adjust this size
in its discretion

Permitted Leasing Agreement Structure. Three leasing agreement structures are preferred and, except with
the prior written approval of ATRS, should comprise the majority of ATRS portfolio’s lease structures, as
measured by Fair Market Value of the Farm Assets of the Company: Fixed Cash Rent Leases, Cash Flex
Leases, and Triple Net.

Fixed Cash Rent Leases are the most conservative farmland lease structure. A fixed-cash lease is a rental
agreement in which the landowner receives a predetermined cash lease payment from the tenant irrespective
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of crop yields or product prices. The tenant produces crops on the land and makes general management
decisions as if the land were owned by the tenant. Lease payments are made in the spring and fall.

Cash Flex Leases will be constructed as a base cash rent with potential for a bonus, which is calculated as a
percentage of the tenant’s profits above a previously agreed gross revenue threshold. Lease payments are
made in the spring and fall such as those for a Fixed Cash Rent Lease. However, with the Cash Flex Lease,
a cash incentive payment or “bonus”, when earned, is payable to the Company in the year it is earned, typically
in December. Because of the higher return potential under this structure, the base cash rent is typically lower
than under a Fixed Cash Rent Lease.

Triple Net Leases are similar to Cash Rent Leases with the exception that certain expenses, such as taxes
and insurance are passed onto the tenant.

Custom hire lease agreements (“Custom Hire”) are the most variable of all farmland leases. Structures differ
considerably, but may include joint venture operations between the Company and a third party or the
Company may decide to operate the land directly. Typically, the Company would pay for 100% of the
expenses related to operations and own 100% of the crops produced. However, a 75%/25% split of expenses
and ownership with a joint venture partner is not uncommon. If a Custom Hire arrangement is utilized on a
grain-producing property, it will also be governed by Exhibit E — Commodity Hedging Criteria Summary.

Risk Management. Risk will be prudently managed including through the following diversification parameters.

1. Crop Diversification. Investments made in permanent crops will be limited to 10% of the Fair Market
Value of the Farm Assets owned by the Company; any deviation from this limitation due to the
disposition of annual cropland should be mitigated over a reasonable period of time and must be
approved by ATRS. No underlying crop will comprise more than 50% of the Fair Market Value of the
Farm Assets owned by the Company, with the exception of corn which will be limited to 75% to take
into account the pervasive nature of corn crops in U.S. agriculture investments. Once the portfolio is
fully invested and except with the prior written approval of ATRS, the portfolio will not exceed the
targeted crop diversification ranges identified above.

2. Geographic Area. Investments will be located within the continental United States. Properties located
within the state of Arkansas are preferred within a prudent range of exposure for the total portfolio.

It is desired that the investments will have attractive locations with good market access.

3. Geographic Diversification. The portfolio will be diversified among the primary agricultural regions of
the U.S.
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Range ("
(revised 9/12/2008)

Region Target Percentage (")
Pacific Coast 10% 0% to 30%
Corn Belt 25% 15% to 40%
Southeast 10% 0% to 15%
Delta 25% 20% to 40%
High Plains 30% 20% to 40%

1) Percentage of Fair Market Value of the Farm Assets owned by the Company will only be constrained as noted above once the

portfolio is fully invested. Once the portfolio is fully invested and except with the prior written approval of ATRS, the portfolio will

not exceed the targeted regional diversification ranges identified above.

Leverage. Debt may be utilized for working capital, acquisitions, and improvements; provided,
however, at the time any funds are borrowed by the Company, the total outstanding debt of the
Company shall not exceed 20% of the Fair Market Value of the Farm Assets owned by the Company
at such time, excluding any cash, working capital, or intangible assets owned by the Company at

such time.

Participation Limitation. No co-investments will be made with any type of financial partner except

with the prior written approval of ATRS.

Minimum Investment Size. The minimum individual property investment (purchase price) will be
$500,000, except that smaller investments may be made in properties which adjoin or are in the

reasonable vicinity of existing ATRS properties.

Maximum Investment Size. Except with the prior written approval of ATRS, the maximum fully
developed gross cost of an agricultural property will not exceed 20% of the Fair Market Value of the
Farm Assets owned by the Company once the portfolio is fully invested, but specifically excluding
any cash, working capital, or intangible assets owned by the Company. USAG will notify, and
recommend a course of action to ATRS, and its consultant, if a property exceeds 20% of the Fair

Market Value of the Farm Assets, excluding cash, working capital, or intangible assets.
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EXHIBIT C
TENANT FARMER LEASE AGREEMENT—PRO-FORMA

AGRICULTURE LEASE
Pinnacle [Pinnacle Entity Name] Operating Company, LLC/ [TENANT NAME].

This agriculture lease (“Lease”) is by and between Pinnacle [Pinnacle Entity Name]
Operating Company, LLC, an Arkansas limited liability company, (“Lessor”), and [TENANT
NAME], a/an (hereinafter called “Lessee”).

NOW, THEREFORE, in consideration of the foregoing, the mutual covenants contained
herein, and each act to be preformed hereunder by the parties, Lessor and Lessee hereby agree to
amend and restate the Lease as follows:

1. Leased Premises. In consideration of the mutual covenants and obligations
hereinafter set forth, Lessor hereby leases and lets to Lessee, and Lessee leases from Lessor, farm
ground located in County, , consisting of approximately

gross acres of which irrigated/tillable acres, and more particularly
described in Exhibit “A” attached hereto (the “Leased Premises”), under the terms and provisions
as hereinafter agreed. The Leased Premises shall include all improvements located on the Leased
Premises, including, but not limited to, the center pivot irrigation system including above ground
pipes, electrical panels and motors (the “Irrigation Equipment”), all wells and other below ground
fixtures and equipment necessary for agricultural production including pumps, casing and pipes
(“Well Equipment”), house, quonset building, machine shed, storage shed, scale and scale house,
grain bins and elevator legs (collectively the “Improvements”).

2. Designation of US Agriculture, LLC as Lessor’s Agent. Lessor designates US
Agriculture, LLC, of 12821 E. New Market Street, Suite 300, Carmel, IN 46032. Business Phone:
(317) 678-0700 (“USAG”) as its agent with respect to any and all matters arising under or out of
this Lease, including, without limitation, implementation, interpretation and performance of the
Lessor’s obligations under this Lease and receipt of Rent and other payments by Lessee to Lessor.
USAG is acting solely as agent of the Lessor and is not Lessee’s agent or representative. Lessor
hereby ratifies, confirms and approves all actions taken by USAG as its agent under this Lease.

3. Lease Term. The lease term started with the original Lease Date of
, 20 (“Commencement Date”) and shall continue through December 31,
20 (the “Lease Term”). Each calendar year during the Lease Term shall be referred to as a

“Lease Year” hereunder, except the first Lease Year ran from the Commencement Date through
December 31,20

4, Rent.

€)) Base Rent. “Base Rent” shall be calculated as $ per irrigated/tillable acre
for a total of Dollars and Cents
$ ) per year. The Base Rent shall be paid in two installments, with one-half
of the Base Rent ($ ) being due and payable on or before February 15" of each
Lease Year, and the other one-half of the Base Rent ($ ) being due and
payable on or before December 15" of each Lease Year.
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(b) Capital Maintenance. [only needed in leases with irrigation equipment or
substantial personal property] The Lessee shall be responsible for all of the labor costs in regards
to repairs and maintenance on the Improvements, while Lessor will pay for the parts. Any single
repair and maintenance item in excess of $1,000 in parts must be approved by lessor prior to
installing. A summary of all repairs and maintenance projects that have been completed on the
property shall be provided by May 15" and August 15" of each Lease Year. By December 15" of
each Lease Year, a copy of all invoices for repair and maintenance projects in association with the
property, shall be attached to a reimbursement invoice from the Lessee outlining the costs and total
due for reimbursement. Lessor shall have until December 31 of each lease year to reimburse the
Lessee.

(© Late Fee. Any payment of any installment of Base Rent or any other sum due under
this Lease, all of which shall be deemed "Rent", that is not received by Lessor within ten (10)
business days of the due date thereof shall bear a one (1) time late charge of two percent (2.0%) of
the payment due and, if more than thirty (30) days past due, shall thereafter bear interest until paid
at the lower of (i) the highest rate of interest allowed by law; or (ii) twelve percent (12%) per
annum,

5. Insurance. The obligations of the parties with respect to Insurance shall include
the following:

@ Lessor Property. Lessor, at its sole cost and expense, shall procure and maintain
throughout the Lease Term insurance covering loss or damage to the Leased Premises, including
the Improvements, Irrigation Equipment and Well Equipment, from fire and such other risks as
are from time to time included in standard extended coverage endorsements with special broad
form coverages, in an amount of not less than one hundred percent (100%) of the full replacement
cost of the Leased Premises and such improvements;

(b) Lessee Property. Lessee at its sole cost and expense, shall procure and maintain
throughout the Lease Term insurance covering loss or damage to Lessee’s own property,
inventory, trade fixtures and furniture, and personal property of others, providing protection
against all perils included in a Causes of Loss - Special Form policy (or its successor form) in the
amount of their full replacement cost (i.e., the cost to replace without deduction for depreciation).
Landlord is not responsible for Tenant’s property, inventory, trade fixtures and furniture, and
personal property of others within the Tenant’s care, custody or control.

(© Comprehensive General Liability and Excess Liability Coverage Lessee, at its sole
cost and expense, shall procure and maintain throughout the Lease Term (with an insurance
company with an AM Best rating of A- or better and a deductible feature that is reasonably
acceptable to Lessor) for the mutual benefit of Lessor and Lessee, a commercial general public
liability insurance policy with limits of not less than $2,000,000 in the aggregate combined single
limit coverage for bodily injury or property damage, and $1,000,000 per occurrence. The
insurance coverages obtained by Lessee under this Section 5(c) shall be primary and non-
contributing. The amount and coverage of such insurance shall not limit Lessee’s liability nor
relieve Lessee of any other obligation under this Lease.

(d) Insurance Certificates. Prior to the Commencement Date Lessee and Lessor shall
deliver certificates confirming that the coverage required under this Lease is in place and in effect.
All policies required hereunder shall contain agreements by the insurers that should any of the
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above described policies be cancelled before the expiration date thereof, notice will be delivered
in accordance with the policy provisions. Each party to this Lease shall, upon request from the
other party, promptly furnish such party at any time during the Lease Term, an updated certificate
of its insurer, evidencing said coverage, and all renewals thereof, and confirming that should any
of the above described policies be cancelled before the expiration date thereof, notice will be
delivered in accordance with the policy provisions. Lessor, USAG and its mortgagee will be
identified as additional insured parties and certificate holders for the coverage required under

Section 5(c).

(e Notwithstanding any other provision of this Lease to the contrary, neither party to
this lease or its officers, directors, partners, members, managers, employees, agents,
concessionaires, licensees and invitees shall be liable to the other for loss or damage caused by
any risk covered by insurance required to be carried under this Lease, and each party to this Lease
hereby waives any rights of recovery against the other and its officers, directors, partners,
members, managers, employees, agents, concessionaires, licensees and invitees for injury or loss
on account of such covered risks, notwithstanding that such loss, injury, or damage may result
from the negligence or fault of the other party, its partners, mortgagees, servants, agents or
employees.

M Mutual Waiver of Recovery and Waiver of Subrogation Rights. All policies of
property insurance required to be carried by either party under this Section 5 shall include a clause
or endorsement whereby such party’s insurer waives all right of subrogation, and all rights based
upon an assignment from its insured, against the other party, its officers, directors, partners,
members, managers, employees, agents, concessionaires, licensees and invitees, and in the case of
Lessee, its subtenants and their officers, directors, partners, members, managers, employees,
agents, concessionaires, licensees and invitees, in connection with any loss or damage thereby
insured against; provided that the foregoing reference shall not be deemed a consent by Lessor to
any sublease of the premises. If any policy of insurance requires the agreement of a party’s insurer
as a condition to the effectiveness of this mutual waiver of subrogation, such party agrees to make
a commercially reasonable effort to obtain such agreement.

6. Environmental. Lessee shall have the following obligations with respect to
compliance with laws and environmental matters:

@ Lessee, at its own expense, will comply, and will cause its members, officers,
employees, agents, and invitees to comply, with all applicable laws, ordinances, and governmental
rules and regulations concerning the use of the Leased Premises, including Environmental Laws
(as defined in Section 6(c) below) and further including, but not limited to, all applicable federal,
state and local laws, rules, regulations ordinances or any other provisions relating to crop
production or the disposal of animal wastes, the violation of which would reasonably be likely to
have a materially adverse effect on Lease or the Leased Premises.

(b) Lessee shall not cause or permit any Hazardous Material (as defined in Section 6(c)
below) to be brought upon, kept or used in or about the Leased Premises by Lessee, its agents,
employees, contractors or invitees without the prior written consent of Lessor, which Lessor shall
not unreasonably withhold provided Lessee demonstrates to Lessor’s satisfaction that such
Hazardous Material constitute materials or chemicals used in the ordinary or regular course of
business in farming operations and will be used, kept and stored in a manner that complies with
all applicable Environmental Laws. If Lessor does consent to Lessee’s proposed use of any
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Hazardous Material on the Leased Premises, Lessee shall remove, to the extent such removal is
usual and customary in the area or is required by local, state or federal law, all such Hazardous
Material upon the expiration or termination of this Lease and restore the Leased Premises to a
condition satisfactory to Lessor. Lessor agrees and understands that Lessee will use the Leased
Premises for the purpose of production of crops and such use may include the disposal of animal
wastes which may generate nitrates and other substances which could be Hazardous Materials.
Lessor consents to this use so long as such use is in compliance with all applicable federal, state
and local laws, rules regulations, ordinances or any other provisions relating the generation,
storage and disposal of animal wastes. Lessee’s obligation hereunder to remove any Hazardous
Material on the Leased Premises, shall be limited to any such Hazardous Material produced by or
attributable to the actions of Lessee or Lessee’s agents, employees, contractors or invitees and
Lessee shall not be responsible for removing any Hazardous Materials produced by or attributable
to the actions of Lessor or other non-related third parties. The provisions of this Section shall
survive the expiration or termination of the Lease.

(© As used herein, the term “Hazardous Material” means any pollutant, toxic
substance, regulated substance, hazardous waste, hazardous material, hazardous substance, oil,
hydrocarbon, asbestos or similar item as defined in or pursuant to the Resource Conservation and
Recovery Act, as amended, the Comprehensive Environmental Response, Compensation, and
Liability Act, as amended, the Federal Clean Water Act, as amended, the Safe Drinking Water
Act, as amended, the Federal Water Pollution Control Act, as amended, or any other federal, state
or local environmental or health and safety related, constitutional provisions, law, regulation,
ordinance, rule, or bylaw, whether existing as of the date hereof, previously enforced or
subsequently enacted (collectively the “Environmental Laws”).

(d) Lessee shall immediately advise Lessor in writing of (i) any governmental or
regulatory actions instituted or threatened under any Environmental Law affecting Lessee or the
Leased Premises, including advance notice of any scheduled meeting with any agency regarding
any such actions or threatened actions, (ii) all claims made or threatened by any third party against
Lessee or the Leased Premises relating to damage, contribution, cost recovery, compensation, loss
or injury resulting from any Hazardous Materials, (iii) the discovery of any occurrence or condition
on any real property adjoining or in the vicinity of the Leased Premises that could cause the Leased
Premises to be classified in a manner which may support a claim under any Environmental Law,
and (iv) the discovery of any occurrence or condition on the Leased Premises or any real property
adjoining or in the vicinity of the Leased Premises which could subject Lessor, Lessee or the
Leased Premises to any restrictions in ownership, occupancy, transferability or use of the Leased
Premises under any Environmental Law. Lessor may elect to join and participate in any
settlements, remedial actions, legal proceedings or other actions initiated in connection with any
claims under any Environmental Law and, if Lessor elects to do so and to the extent the violation
of Environmental Laws resulted from the actions of Lessee, Lessor’s reasonable attorney’s fees
shall be paid by Lessee. At its sole cost and expense, Lessee agrees when applicable or upon
request of Lessor to promptly and completely cure and remedy each and any violation of any
applicable Environmental Law caused by Lessee, its agents, employees, contractors or invitees.

(e) Lessee must promptly notify Lessor as to any liens threatened or attached against
the Leased Premises pursuant to any Environmental Law. If an environmental lien is filed against
the Leased Premises and to the extent the violation of Environmental Laws resulted from the
actions of Lessee, Lessee must, within thirty (30) days from the date on which the lien is placed
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against the Leased Premises, and at any rate before the date on which any governmental authority
begins any proceeding to sell the Leased Premises pursuant to a lien, either: (1) pay the claim and
remove the lien from the Leased Premises; or (2) furnish either (a) a bond satisfactory to Lessor in
the amount of the claim on which the lien is based, or (b) other security satisfactory to Lessor in
an amount sufficient to discharge the claim on which the lien is based.

7. Lessee’s Additional Obligations. As a material inducement to Lessor to enter into
this Lease, Lessee covenants and agrees with Lessor as follows:

@) Lessee shall pay timely all of the Rent due under this Lease, together with penalties
and interest thereon as provided in this Lease, if any.

(b) Lessee shall maintain or improve current soil fertility levels as evidenced by applied
fertilizer at crop removal levels.

(© Lessee shall pay all the expenses for seeds, fertilizer and chemical used on the
Leased Premises and the expenses for all harvesting, except as otherwise provided herein. This is
a cash rent lease and Lessee shall exclusively own all crops to be raised on the Leased Premises,
the proceeds thereof and any FSA Payments related to the Leased Premises; Lessor shall have no
ownership rights or other interest in such crops or the proceeds thereof. Lessee shall retain all
CRP contract payments related to the Leased Premises.

(d) To keep the buildings, fences, roads, and other Improvements (collectively referred
to as the “Improvements”) on the Leased Premises in as good repair and condition as they are at
the commencement of this Lease, or in as good repair and condition as they may be put by Lessor
during the term of the lease, ordinary wear and tear, loss by fire, floods, or unavoidable destruction
excepted.

(e) To keep and maintain in good repair, and make necessary repairs that are the result
of normal wear and tear to the Irrigation Equipment including, but not limited to, maintenance,
repairs and servicing of such equipment, and to return such equipment in as good a condition as
when received, normal wear and tear, loss by fire, floods or unavoidable destruction excepted.

()] To cultivate the Leased Premises in an efficient manner, using all modern methods
of farming that are generally consistent with practices in the area.

(9) To do the tillage, seeding, and cultivating in a manner that will conserve the Leased
Premises, and to control soil erosion and keep ditches, drains, and watercourses in good order.

(h) To complete all required reporting to the appropriate government offices of all crop
acreage on a timely basis and to make the necessary reports to the government agencies to maintain
all crop bases, program acres and yields.

(1 To complete all required reporting to the Colorado Division of Water Resources or
any other agency that requires reporting in regards water use on the property. Lessee will provide
Lessor with copies of all reports regarding water usage which have been generated by Lessee for
internal use or reported to any third party agency.

() To participate in and fully comply with any program offered by the United States
Department of Agriculture (USDA) or any other government agency if such participation is elected
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by Lessee and approved by Lessor. Lessee agrees to comply with all requirements for “highly
erodible and wet lands” and to farm according to the approved Soil Conservation Plan, as
applicable, on file with the Natural Resources Conservation Service. Upon termination of this
Lease, Lessee shall give up and release all rights and interests in all programs offered by the
USDA, or any other government agency, and will not claim any future rights or interest in the
agricultural programs available on the Leased Premises. This provision shall not deny Lessee any
payments earned by him, but not received, during the term of the Lease.

(K) Lessee shall do all things reasonably necessary to prevent the introduction of any
undesirable and noxious weed species.

() Lessee shall keep the Leased Premises in a neat and tidy condition.

(m)  If Lessee plants a multi-year perennial crop, Lessee assumes all cost of establishing
such multi-year perennial crop unless Lessor has consented in writing to the establishment of such
crop and agreed to reimburse Lessee the pro-rata share of such cost applicable to any period after
the end of the Lease Term.

(n) Lessee will provide Lessor with a summary of crop yields on an annual basis.

(o) Lessee will share annual crop rotation information and any soil and water samples
that are available to Lessor on an annual basis. Lessee agrees to take soil samples from the Leased
Premises and to provide these soil sample reports to the Lessor no less frequently than every 3
Lease Years, starting from the Commencement Date.

8. Lessor Obligations. Lessor covenants and agrees at Lessor’s sole expense:

@ To assume the risk of loss to the Leased Premises, including the Improvements and
Irrigation Equipment and Well Equipment, resulting from fire, wind, lightning, flooding or other
perils generally covered under a fire and casualty insurance policy with an extended coverage
endorsement as provided in Section 5(a) above; provided, however, Lessor shall not assume any
risk of loss to any property owned by Lessee, Lessee's employees, licensees, agents, or invitees;
and

(b) To pay all property taxes and assessments for the Leased Premises; and

(©) To execute any USDA forms necessary to accomplish the agreements set forth in
this Lease; and

(d) To promptly pay directly or reimburse Lessee for 100% of the approved cost of the
parts associated with maintenance, repairs and servicing of the Improvements.

Exhibit C Page 6

191



9. Indemnity.

@) Lessee will indemnify and hold Lessor harmless against any claims, demands,
damages, costs, and expenses, including reasonable attorneys’ fees for defending claims and
demands, arising from any breach by Lessee of any of the terms or conditions of this Lease; or
from any act of negligence of Lessee, its agents, contractors, employees, subtenants,
concessionaires, or licensees in, on or about the Leased Premises. If any action or proceeding is
brought against Lessor by reason of any such claim, Lessee, on notice from Lessor, will defend
the action or proceeding by counsel reasonably acceptable to Lessor.

(b) Lessor will indemnify and hold Lessee harmless against any claims, demands,
damages, costs, and expenses, including reasonable attorneys’ fees for defending claims and
demands, arising from any breach by Lessor of any of the terms or conditions of this Lease, or
from any act of negligence of Lessor, its agents, contractors, employees, subtenants (other than
Tenant and any of Tenant’s subtenants) concessionaires, or licensees in, on or about the Leased
Premises. If any action or proceeding is brought against Lessee by reason of any such claim,
Lessor, on notice from Lessee, will defend the action or proceeding by counsel reasonably
acceptable to Lessee.

(© [only needed if rental house included ] Although there is a house on the Leased
Premises (the “House”), Lessee acknowledges this Lease is entered into by the parties for
commercial purposes and Lessor has not repaired, maintained or in any way improved the House
to lease the House for residential purposes. Accordingly, Lessor makes no representations or
warranties whatsoever regarding the suitability or fitness of the House for residential tenancy and
takes no responsibility for whether the House does or would comply with any laws, ordinances,
rules or codes, including but not limited to [appropriate state law cite] (collectively, the
“Residential Tenancy Laws”). Notwithstanding anything to the contrary contained in this Lease,
in the event Lessee allows occupation of the House for any residential purpose whatsoever, Lessee
shall indemnify Lessor for and hold Lessor harmless against any claims, demands, damages, costs,
and expenses, including reasonable attorneys’ fees for defending claims and demands (and any
attorney’s fees which might be due under the Residential Tenancy Laws as part of damages),
arising from the use, occupation, or sublease of the House for residential purposes by Lessee, its
agents, contractors, employees, subtenants, concessionaires, invitees or licensees. If any action or
proceeding is brought against Lessor by reason of any such claim, Lessee, on notice from Lessor,
will defend the action or proceeding by counsel reasonably acceptable to Lessor. Lessee agrees
that no approval by Lessor for a sublease under this Lease or approval of Alterations to the House
shall alter the character of this Lease from commercial to residential, or diminish Lessee’s
indemnity hereunder.

10.  Lessee’s Default. The occurrence of any of the following shall be a “Default” under
this Lease:

€)) Lessee fails to pay any installment of Rent within five (5) days after receipt of
written notice from Lessor that the same is past due, or Lessee fails to pay any other amounts due
Lessor from Lessee within twenty (20) days after written notice that the same is past due.

(b) Lessee fails to perform or observe any other term, condition, covenant or obligation
required under this Lease for a period of thirty (30) days after written notice thereof from Lessor;
provided, however, that if the nature of Lessee’s default is such that more than thirty (30) days are
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reasonably required to cure, then such default shall be deemed to have been cured if Lessee
commences such performance within said thirty (30) day period and thereafter diligently
completes the required action within a reasonable time.

(© All or substantially all of Lessee’s assets upon the Leased Premises or Lessee’s
interest in this Lease are attached or levied under execution (and Lessee does not discharge the
same within sixty (60) days thereafter); a petition in bankruptcy, insolvency or for reorganization
or arrangement is filed by or against Lessee (and Lessee fails to secure a stay or discharge thereof
within sixty (60) days thereafter); Lessee is insolvent and unable to pay its debts as they become
due; Lessee makes a general assignment for the benefit of creditors; Lessee takes the benefit of
any insolvency action or law; the appointment of a receiver or trustee in bankruptcy for Lessee or
its assets if such receivership has not been vacated or set aside within sixty (60) days thereafter;
or, dissolution or other termination of Lessee’s existence as a legally formed and validly existing
entity.

(d) Lessee vacates, abandons or otherwise discontinues occupancy and/or operations
in and from the Leased Premises.

(e Lessee assigns or sublets all or a portion of the Leased Premises without the consent
of Lessor.

11. Remedies. Upon the occurrence of any Default, Lessor shall have the following
rights and remedies, in addition to those allowed by law or in equity, any one or more of which
may be exercised without further notice to Lessee:

@ Lessor may re-enter the Leased Premises and cure any Default of Lessee, and
Lessee shall reimburse Lessor, as Additional Rent for any costs and expenses which Lessor thereby
incurs; and Lessor shall not be liable to Lessee for any loss or damage which Lessee may sustain
by reason of Lessor’s action except loss or damage caused by the gross negligence or willful
misconduct of Lessor or its employees, independent contractors or agents.

(b) Lessor may terminate this Lease or, without terminating this Lease, terminate
Lessee’s right to possession of the Leased Premises as of the date of such Default, and thereafter
(1) neither Lessee nor any person claiming under or through Lessee shall be entitled to possession
of the Leased Premises, and Lessee shall immediately surrender the Leased Premises to Lessor;
and (ii) Lessor may re-enter the Leased Premises and dispossess Lessee and any other occupants
of the Leased Premises by any lawful means and may remove their effects, without prejudice to
any other remedy which Lessor may have hereunder, at law or in equity. If Lessor elects to
terminate this Lease, Lessor may declare the present value (discounted at the then current prime
rate) of all Rent which would have been due under this Lease for the balance of the Lease Term
(“Default Rent”) to be immediately due and payable, whereupon Lessee shall be obligated to pay
the same to Lessor, together with all loss or damage which Lessor may sustain by reason of
Lessee’s Default (“Default Damages”), which shall include without limitation expenses of
preparing the Leased Premises for re-letting, demolition, repairs, improvements, brokers’
commissions and attorneys’ fees, it being expressly understood and agreed that the liabilities and
remedies specified in this subsection (b) shall survive the termination of this Lease.
Notwithstanding the foregoing, if Lessor elects to terminate this Lease due to a Default by Lessee,
then Lessor shall use reasonable efforts to relet the Leased Premises for rent and upon other terms
then prevailing in the area, and shall reimburse Lessee for Default Rent to the extent of rent
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received by Lessor during what would have been the remainder of the Lease Term but for such
termination

(© Lessor may, without terminating this Lease, re-enter the Leased Premises and then
re-let all or any part thereof for a term different from that which would otherwise have constituted
the balance of the Lease Term and for rent and on terms and conditions different from those
contained herein, whereupon Lessee shall be immediately obligated to pay to Lessor, as liquidated
damages, the present value (discounted at the then current prime rate) of the difference between
the Rent provided for herein and that provided for in any lease covering a subsequent re-letting of
the Leased Premises, for the period which would otherwise have constituted the balance of the
Lease Term, together with all of Lessor’s Default Damages.

(d) Lessor or its agents may seize crops grown or growing upon the Leased Premises
or part thereof. If such crops or any part thereof are not fully grown or matured, Lessor or its
agents may cause the same to be properly cultivated and harvested or gathered, and may sell and
dispose of the crops, and apply the proceeds, so far as may be necessary, to compensate for their
labor and expenses, and to pay the Lessee’s obligations to Lessor. Notwithstanding anything to
the contrary expressed or implied in this Section 11(d), in the event of the failure by Lessee to
meet its duties and obligations set forth herein, the Lessor or its agents shall have the right to
immediately enter upon the Leased Premises and to properly care for or harvest said crops and
charge the cost thereof to the Lessee.

(e) Lessor may sue (i) for injunctive relief and/or (ii) to recover damages for any loss
resulting from the Default.

12.  Lessor’s Default and Lessee’s Remedies. Lessor shall be in default if it fails to
perform any term, condition, covenant or obligation required under this Lease for a period of thirty
(30) days after written notice thereof from Lessee to Lessor; provided, however, that if the term,
condition, covenant or obligation to be performed by Lessor is such that it cannot reasonably be
performed within thirty (30) days, such default shall be deemed to have been cured if Lessor
commences such performance within said thirty (30) day period and thereafter diligently
undertakes to complete the same within a reasonable time. Upon the occurrence of any such
default by Lessor, Lessee may sue for injunctive relief or to recover damages for any loss directly
resulting from the breach, but Lessee shall not be entitled to terminate this Lease or withhold,
offset or abate any Rent or any other sums due hereunder. Notwithstanding the foregoing, if the
default by Lessor consists of anything that would threaten the quantity or quality of crops planted
by Lessee on the Leased Premises, then Lessor shall have ten (10) days after the giving of notice
of such default by Lessee to Lessor in which to cure such default and, absent timely cure, Lessee
may cure the default. If Lessee elects to cure the default, Lessor shall reimburse Lessee for all of
its related costs and expenses within ten (10) days after notice thereof is given to Lessor by Lessee
and in the event such reimbursement is not timely received, Lessee may offset the amount of such
costs and expenses, with interest at the prime rate, against future instaliments of Rent.

13. Limitation of Lessor’s Liability. If Lessor shall fail to perform any term, condition,
covenant or obligation required to be performed by it under this Lease and if Lessee shall, as a
consequence thereof, recover a money judgment against Lessor, Lessee agrees that it shall look
solely to Lessor’s right, title and interest in and to the Leased Premises for the collection of such
judgment; and Lessee further agrees that no other assets of Lessor shall be subject to levy,
execution or other process for the satisfaction of Lessee’s judgment.
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14. No Partnership, Agency or Employment. This agreement is one of lease and not of
partnership, agency or employment. Lessee is an independent contractor. Neither Lessor nor
USAG shall become responsible for any debts contracted by Lessee.

15. Destruction; Casualty. In the event of total or partial destruction of the
Improvements by fire or other casualty, Lessor agrees (subject to the rights of any mortgagee) to
make the insurance proceeds (payable on account of that fire or other casualty) available to Lessee,
following confirmation that Lessee has funded restoration and/or repair costs equal to the amount
of the deductible feature under the applicable insurance policy as required herein if Lessee was
responsible hereunder to provide such policy, and Lessee shall utilize those insurance proceeds to
promptly restore and repair the Improvements. Notwithstanding the foregoing, if the
Improvements are:

@) so destroyed that they cannot be repaired or rebuilt within one hundred eighty (180)
days from the date of the casualty; or

(b) destroyed by a casualty which is not covered by the insurance required hereunder
or, if covered, such insurance proceeds are not released by any mortgagee entitled thereto or are
insufficient to rebuild or replace the Improvements;

and with the loss of such Improvements the Property shall become unusable and/or commercially impractical

for Lessee to continue the production of Lessee’s crops; then, in case of a clause (a) casualty, either Lessor
or Lessee may, or, in the case of a clause (b) casualty, then Lessor may, upon thirty (30) days written notice
to the other party, terminate this Lease with respect to matters thereafter accruing.

16.  Eminent Domain. If all or any substantial part of the Leased Premises shall be
acquired by the exercise of eminent domain, so that the Leased Premises shall become unusable
and/or commercially impractical by Lessee for Lessee’s crop production, Lessor or Lessee may
terminate this Lease by giving written notice to the other on or before the date that actual
possession thereof is so taken. In such event, the termination date of this Lease shall be as of the
date that actual possession thereof. If a part of the Leased Premises shall be acquired by the
exercise of eminent domain so that the remainder of the Leased Premises shall remain usable and
commercially practical by Lessee for Lessee’s crop production, this Lease will remain in full force
except that the number of irrigated acres shall be recalculated and Rent shall be reduced
accordingly. All damages to the property awarded shall belong to Lessor; provided, however, that
Lessee may make a claim to the condemning authority, but not against Lessor, for dislocation
damages so long as the amount of any such award is not subtracted from any award otherwise
payable to Lessor. All damages awarded for the current or future growing crops or input costs for
these crops shall be reimbursed to the Lessee.

17.  Alterations; Personal Property; Surrender of Leased Premises; and Mechanic's
Liens.

€)) Alterations. Lessee shall make no leasehold improvements, alterations or additions
(collectively, "Alterations™) on or about the Leased Premises or any part thereof without Lessor's
prior written consent, which consent may be granted or withheld in Lessor’s sole and absolute
discretion. All Alterations shall remain for the benefit of the Lessor. If Lessee desires that Lessor
provide an allowance for any Alterations, Lessee shall make a written investment request for the
same in which Lessor will have thirty (30) days to approve or deny the requested Alterations.
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Lessor may approve or deny any such request in its sole and absolute discretion. Once approved
by Lessor, all Alterations made by Lessee shall be done in accordance with each of the following
requirements unless specifically waived by Lessor in writing:

(i)

(i)

(iii)

(iv)

v)

(b)

Such work shall be constructed and timely completed in a good and workmanlike
manner at Lessee's sole expense and at Lessee's risk, and shall be done in such a
manner as not to cause or create a dangerous or hazardous condition.

Such work shall not adversely affect the structure or strength of any Improvements
or the mechanical, electrical, plumbing or safety facilities or other mechanical
systems of any Improvements.

Such work will be performed substantially in accordance with the plans and
specifications, budget and schedule (including contractors and major
subcontractors) submitted to Lessor by Lessee and approved by Lessor.

Lessee shall ensure that all Alterations shall be made and performed in accordance
with all applicable laws, ordinances, codes, covenants, rules, regulations and orders
and Lessor's insurance requirements, and prior to commencement of such work,
shall deliver to Lessor copies of all governmental permits, authorizations and
approvals required in connection therewith, including, but not limited to, all
required building permits. Without limiting the foregoing, Lessee shall comply
with all provisions of applicable law respecting worker's compensation and will
carry and maintain, or cause to be carried and maintained by its contractors,
builder's risk insurance, appropriate worker's compensation insurance and public
liability and property damage insurance in form and amounts, issued by companies
and with deductibles approved by Lessor. Certified copies of all such policies (or
certificates thereof) and other evidence of financial responsibility shall be delivered
to Lessor at least five (5) business days prior to commencement of such work. Such
policies shall name Lessor as an additional insured and provide that each such
policy shall not be canceled or materially modified without thirty (30) days' prior
written notice to Lessor.

Lessee shall defend, indemnify and hold Lessor harmless from and against any and
all liability, loss, damage and expense (including reasonable attorneys' fees) arising
out of, as a result of or incurred by Lessor in connection with such work.

Trade Fixtures, Equipment and Personal Property. Lessee may, at its sole cost and

expense, install any trade fixtures, equipment, and other personal property of a temporary or
permanent nature used in connection with its business on the Leased Premises, and Lessee shall
have the right at any time during the Lease Term or upon expiration of earlier termination of the
Lease, provided Lessee is not in default of any of the terms of this Lease, to remove any and all
such trade fixtures, equipment, and other personal property that it may have stored or installed
upon the Leased Premises; provided, however, that in the event of such removal, Lessee shall
repair any damage caused by the removal of such trade fixtures, equipment, and other personal
property and restore the Leased Premises substantially to the same condition, ordinary wear and
tear excepted, in which it was at the time Lessee took possession.
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(© Surrender of Leased Premises. Upon expiration of the Lease Term or earlier
termination of this Lease, Lessee shall surrender possession of the Leased Premises to Lessor in
good order and condition, ordinary wear and tear and approved Alterations excepted. If Lessee
desires not to remove any part of its trade fixtures, equipment, or other personal property upon
expiration or earlier termination of this Lease, Lessee may notify Lessor in writing not fewer than
thirty (30) days prior to the expiration of the Lease Term or earlier termination of this Lease,
specifying those items that Lessee has decided not to remove. If, within twenty (20) days after the
date of such notice, Lessor shall request Lessee to remove any of said trade fixtures, equipment,
or other personal property, Lessee shall, at its own expense, at or before the expiration of the Lease
Term or earlier termination of this Lease, remove said trade fixtures, equipment, and other personal
property and, in case of damage by reason of such removal, restore the Leased Premises to good
order and condition. Lessee will pay all costs and expenses incurred by Lessor in removing,
storing, or disposing of Lessee’s trade fixtures, equipment, and other personal property and
repairing all damage to the Leased Premises caused by removal of Lessee’s trade fixtures,
equipment, or other personal property which Lessee has failed to remove despite Lessor’s request
therefor. Any of Lessee’s trade fixtures, equipment, and other personal property not removed by
Lessee upon the expiration or earlier termination of this Lease shall be considered abandoned by
Lessee and may be appropriated, sold, destroyed, or otherwise disposed of by Lessor without
liability or obligation on Lessor’s part to pay or account for same.

(d) Mechanic's Liens. Lessee shall pay when due all claims for labor and material
furnished on or about the Leased Premises. Lessee shall have no power to do any act or to make
any contract that may create or be the foundation for any lien, mortgage, or other encumbrance on
the reversion or other estate of Lessor or that would be prior to any interest of Lessor in the Leased
Premises. Lessee shall not suffer or permit any liens to attach to the interest of Lessee in all or any
part of the Leased Premises by reason of any work, labor, services, or materials done for, or
supplied to, or claimed to have been done for or supplied to Lessee or anyone occupying or holding
an interest in all or any part of the Leased Premises through or under Lessee. If any mechanic’s
construction or other liens or orders for the payment of money shall be filed against the Leased
Premises or any Improvements thereon by reason of, or arising out of any labor or material
furnished to, or for Lessee at the Leased Premises or for or by reason of any change, alteration or
addition, by Lessee, or the cost or expense thereof, or any contract relating thereto, or against
Lessor as fee owner thereof by reason of Lessee’s work or contract relating thereto, then within
sixty (60) days, Lessee shall cause the same to be canceled and discharged of record, by bond or
otherwise, at the election and expense of Lessee, and shall also defend on behalf of Lessor, at
Lessee’s sole cost and expense, any action, suit or proceeding which may be brought thereon or
for the enforcement of such lien, liens or orders, and Lessee will pay any damages and discharge
any judgment entered therein and hold Lessor harmless from any loss, claim or damage resulting
therefrom, including reasonable attorneys’ fees.

18. Right to Remove Property. Any temporary structures, such as above-ground fuel
storage tanks, fertilizer storage tanks, and small sheds placed on said Leased Premises by Lessee
shall remain the property of Lessee and such property may be removed by Lessee at the termination
of this Lease; provided, however, Lessee must have paid all rent due as agreed before Lessee
removes its personal property from the Leased Premises at the termination of this Lease. Lessee
shall repair any damage caused by such removal at its expense.
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19.  Lessor’s Right to Enter. Lessor, Lessor’s agents or mortgagees, shall be permitted
to inspect and examine the Leased Premises at any reasonable time for purposes of consultation
with Lessee and making inspection, making repairs or improvements. Further, Lessor may permit
prospective purchasers upon the Leased Premises and Lessor may permit prospective tenant’s
upon the Leased Premises.

20. Financing. Lessor may mortgage or otherwise encumber its interest in the Leased
Premises at any time, and Lessee shall cooperate with Lessor with respect thereto. In particular,
Lessee agrees to deliver any estoppel certificate reasonably requested by Lessor within ten (10)
days of a request. Any failure by Lessee to deliver an estoppel certificate within the ten (10) day
period shall constitute a Default on the part of Lessee, and automatically authorize Lessor to do so
on Lessee’s behalf. Lessor and Lessee agree that Lessee will not be authorized or entitled to
mortgage or otherwise encumber the Leased Premises or its leasehold interest in and to the Leased
Premises without Lessor’s prior written consent.

21.  Assignment or Subletting. Lessee shall not sublease the Leased Premises without
obtaining the consent of Lessor. In the event of any inconsistency between the terms of a sublease
and this Lease, the terms and conditions of this Lease shall govern and control such dispute. Upon
such sublease, the sub-lessee shall have and be subject to all the rights, benefits, duties and
obligations of Lessee hereunder but the Lessee shall not be released from any of its obligations
under this Lease.

22.  Notices. All notices required or permitted to be given hereunder shall be in writing
and delivered either in person or by certified or registered first-class prepaid mail, return receipt
requested, or by a nationally recognized overnight courier, to Seller or Buyer at their respective
addresses set forth below, or at such other address, notice of which may have been given to the
other party in accordance with this Section.

To Lessee [TENANT NAME]
Phone:
Email:
To Lessor Pinnacle [Pinnacle Entity Name] Operating

Company, LLC

c/o US Agriculture, LLC
Attention: [US Ag Manager]
12821 E. New Market St., Suite 300
Carmel, Indiana 46032

Phone:

Email:

Copy to: US Agriculture, LLC
12821 E. New Market St., Suite 300
Carmel, Indiana 46042
Attn:  General Counsel
Telephone:  (317) 678-0700
Email: jay.weddle@us-agriculture.com
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Any notice given in accordance with this Section shall be deemed to have been duly given or
delivered on the date the same is personally delivered to the recipient or received by the recipient
as evidenced by the return receipt.

23.  Governing Law. The laws of the State of [State Leased Premises is located] shall
govern the construction, interpretation and enforcement of this Lease.

24, Entire Agreement. This Lease contains the entire agreement of Lessor and Lessee
with respect to the Leased Premises and supersedes all prior agreements. Any modification must
be in writing and executed by Lessor and Lessee.

25.  Quiet Enjoyment. Lessor warrants that Lessor has good title to the Leased Premises.
Lessor further represents and warrants that so long as Lessee is not in default of this Lease beyond
any applicable cure period, Lessee may peaceably and quietly have, hold, and enjoy the Leased
Premises with all rights and privileges herein provided. Lessor warrants and covenants that any
oil, gas, mineral or wind exploration or production on the Leased Premises will not unreasonably
interfere with Lessee’s farming operations. Lessor will not agree to drilling and exploration
options under the irrigation pivot during the Lease Term without written approval from the Lessee.

26. Further Assurance. Lessor and Lessee agree to execute and deliver to the other
such additional documents or instruments reasonably necessary or convenient to effectuate the
transaction contemplated hereby, including without limitation, a recordable memorandum of this
lease.

27.  Survival. The representations, warranties, covenants and agreements set forth
herein shall survive the expiration or earlier termination of this Lease.

28.  Waiver. No waiver of any breach of any of the covenants, provisions or conditions
herein contained to be kept or performed by Lessee or Lessor shall be construed as a waiver of any
subsequent breach by Lessee or Lessor, as the case may be.

29. Holding Over. If Lessee should hold-over and retain possession of the Leased
Premises beyond the Lease Term herein specified, with the consent, express or implied of Lessor,
such holding over shall be construed to be a tenancy only from month to month, subject to all of
the conditions and restrictions of this Lease, and Lessee agrees to pay Base Rent during such hold-
over period in an amount equal to one hundred twenty-five percent (125%) of the Base Rent that
was due hereunder immediately prior to that hold over period, together with all Additional Rent
that would otherwise be due for that hold over period.

30.  Attorney’s Fees. In case action is brought by either of the parties hereto for default
of performance of the conditions of this Lease, the prevailing party shall be entitled to the recovery
of reasonable attorneys’ fees as fixed by the court as part of their costs.

31.  Severability. If any term or provision of this Lease shall be invalid or
unenforceable, then such term or provision shall be automatically reformed to the extent necessary
to render such term or provision enforceable, without the necessity of execution of any amendment
or new document. The remainder of this Lease shall not be affected, and each remaining and
reformed provision of this Lease shall be valid and enforced to the fullest extent permitted by law.
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32. Binding Effect. Subject to the limitations on Lessee’s rights to assign this Lease or
sublet all or any part of the Leased Premises as set forth in Section 21 above, above, each and all
of the covenants, conditions and agreements herein contained shall inure to the benefit of and bind
the heirs, administrators, executors, successors and assigns of the respective parties hereto.

33. Headings. The paragraph headings in this Lease are for convenience only and shall
not be construed in any way to affect the meaning of the clause they identify.

34.  Gender; Number. Words of any gender used in this Lease shall be held and
construed to include any other gender, and words in the singular number shall be held to include
the plural, and vice versa, unless the context otherwise requires.

35.  Agricultural Stabilization and Conservation Service Regulations. Lessee agrees to
comply with all federal and state rules and regulations of USDA. The parties agree that (a) this
Lease is to be construed as a Cash Lease, (b) Lessor is not to be construed as an Operator or
Producer, and (c) Lessee is not to be construed as a Custom Farmer, Joint VVenture, or Partner as
those terms are defined or described in any USDA Handbook. In the event the USDA office makes
a determination that Lessor will be considered or construed to be an Operator or Producer under
the terms of this Lease, or that Lessor is otherwise eligible to receive program payments in Lessor's
name as Operator or Producer as such payments relate to the Leased Premises and is subject to any
payment limitation, Lessor does hereby waive, release, and relinquish any and all rights it may
have to such payments. Lessor agrees to execute any USDA forms or documents necessary to
release its rights to any amount payable to it as Operator or Producer, it being Lessor's intent that
it shall not receive any subsidy payments including direct, counter-cyclical, LDP, CRP, diversion
or deficiency payments (“FSA Payments”), except to the extent that such payments are lawfully
payable to Lessee and assigned to Lessor for payment of Lessee rent.

36.  Termination. The Lease shall terminate on December 31, 20, unless terminated
earlier pursuant to this agreement, and the Lessee shall relinquish possession of fallow land and
land in growing perennial crops on such date. If Lessee has planted a perennial crop on the Leased
Premises and Lessee and Lessor have not agreed to extend the Lease beyond the current Lease
Term, then upon termination of the Lease, Lessor shall reimburse the Lessee for the expenses
incurred by Lessee to establish the crop as provided in Section 7(m) above.

[SIGNATURES ON NEXT PAGE]
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IN WITNESS WHEREOF, the undersigned have set their hands effective as of
, 20

LESSOR:
Pinnacle [Pinnacle Entity Name] Operating
Company, LLC
By: US Agriculture, LLC
Its: Sole Manager

By:

Printed:

Title:
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LESSEE:

[TENANT NAME]
alan

By:

Printed:

Title:
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EXHIBIT A

LEGAL DESCRIPTION TO AGRICULTURE LEASE
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EXHIBIT D
TENANT FARMER UNDERWRITING CRITERIA

MANDATE
USAG TENANT SELECTION CRITERIA
April 2018

Properties acquired for ATRS will be leased in some fashion to farm operators in the general
location near the asset. The lease types may vary greatly from asset to asset, but the general
selection criteria USAG will use for ATRS tenant selection is as follows:

1)

2)

3)

4)

5)

6)

7)

8)
9)

Tenant Farmer must have combined education and experience of 7 years or acceptable mentor
(father or partner) approved by USAG.
Tenant Farmer must present a financial statement and balance sheet that reflects an absence of
excess financial leverage and the ability to avoid financial failure during the term of Tenant
Farmer’s lease.
Tenant Farmer must be a focused, full-time farmer, with a majority of his time spent in
production agriculture.
Tenant Farmer, if not known to USAG, will provide at least 3 references, including their banker
and a current landlord.
Tenant Farmer, if not known to USAG, will provide:

a. the last three years of production history on similar farms

b. their soil fertility plan and monitoring program

c. their stewardship practices on farms they operate (owned or leased)

d. their ability to help improve the asset over time (ditching, land leveling, irrigation,

clearing fence rows, woods, etc.)

Each individual Tenant Farmer intended planted acreage for the upcoming year should be more
than 2,000 acres row crop not including the land farmed for ATRS.
Tenant Farmer must have in place the capital, an adequate line of farm equipment and labor to
farm intended acreage in a timely fashion.
Generally the Tenant Farmer must farm within the same market region as the ATRS asset.
Tenant Farmer must have intent to farm minimum 5 years forward.

10) At USAG’s Discretion, Tenant Farmer shall be required to give ATRS a UCC lien on the crop for

the amount of base cash rent owed.
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Purpose:

Objective:

Definition of Parties

EXHIBIT E
COMMODITY HEDGING CRITERIA SUMMARY

This document is intended to outline USAG'’s operating policies and procedures for
grain marketing on bushel and crop share leases. Any deviation from the policies
and procedures outlined in this document must be approved by the Risk
Management Committee (as defined below).

To maximize return, manage risk, and ensure that the objectives of the investment
mandate are being met.

Risk Management Committee: ~ The collective group of individuals as outlined in more detail below.

Committee Member:

USAG Representative:

Farm Manager:

Any member of the Risk Management Committee as outlined below.

Any USAG employee who is responsible at the portfolio level for overseeing
the day to day operations of a specific ATRS assets.

Any third party individual for which a contractual relationship has been
entered into for the purposes of said individual providing on-site farm
management services to a specific ATRS asset.

Risk Management Committee

Purpose:

Composition:

Meeting Schedule:

The Risk Management Committee (“the committee”) will be responsible for governing
the policies and procedures outlined in this document and for approving any marketing
decisions that deviate from the guidelines provided herein.

The Risk Management Committee will be comprised of members of the USAG asset
management team.

The committee will have four regularly scheduled marketing meetings throughout
the calendar year. Any member of the committee may call additional meetings as
necessary. A minimum of 3 committee members must participate in each scheduled
meeting:

March — Prior to the Prospective Planting Report
July - Prior to the Supply and Demand Report
October - Prior the Supply and Demand Report

December - Prior to the Supply and Demand Report and Final Crop
Production Estimates.
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Risk Management Policy - General

Purpose:

Objective:

Target Prices:

Break Even Prices:

Multi Year Marketing:

The following section will outline the general risk management policies that will govern
all assets within the ATRS portfolio which may at any time require marketing positions
to be entered into in order to generate rental income. Any changes to this policy must
be approved by the Risk Management Committee and ATRS in accordance with the
approval procedures laid out in the Farmland Management Agreement.

To hedge the annual current return of assets leased to third parties with the goal of
meeting or exceeding target prices and providing a minimum return which is
consistent with ATRS risk tolerance.

Target Prices for each lease type will at a minimum be equivalent to the price that will
generate the appropriate (as defined below) gross return on the then current equity
value of the asset. The current equity value will be determined based on the most
recent appraisal or internal USAG valuation.

Bushel Lease: 5.00% gross return
Crop Share Lease: 5.25% gross return

In the event more than one commodity will be marketed, as is the case with a crop
share, the target prices for each crop shall be determined so that the combined
rental rate for the asset equates to the above referenced return hurdle.

Any adjustment to the required return threshold requires approval by the Risk
Management Committee.

Break Even Prices will at a minimum be equivalent to the price that will generate
the appropriate (as defined below) gross return on the original contributed
capital of the asset.

Bushel Lease: 5.00% gross return

Crop Share Lease: 5.25% gross return

In the event more than one commodity will be marketed, as is the case with a crop
share, the target prices for each crop shall be determined so that the combined
rental rate for the asset equates to the above referenced return hurdle.

Any adjustment to the required return threshold requires approval by the
Risk Management Committee.

Any marketing position entered into for the purpose of hedging rental income to be
received in excess of 12 months into the future shall require prior approval of the
Risk Management Committee and ATRS. In addition, a premium shall be added to
the minimum return thresholds in order to dictate the required price targets to be
achieved. The appropriate premiums are as follows:
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Months in Advance of Premium to Target Premium to Break Even
Rent/Crop Settlement Date Price Hurdle Price Hurdle
0-12 Months 0 bps 0 bps
12-18 Months + 50 bps + 50 bps
18-24 Months + 100 bps + 100 bps

In no event will positions be taken to hedge rental income or crop sales that
are expected to be received/made in excess of 24 months into the future.

Position Report: A position report will be delivered to the committee on a monthly basis. At a
minimum, this report will include the following.

Marketing details by property and consolidated

Type of position — Forward cash sale, futures sale, basis sale, etc.
Counterparty to transaction

Price of each transaction

Quantity of each transaction

Percentage of budget/actual production hedged

Average hedged price vs. budget vs. target price vs. breakeven price
Closing Price as of the most recent trading day

o0 NO Ol b WhN —
—_—— = — —

A. The strategies included in this document are intended to be used for hedging purposes only and
will not be used for speculation.

B. USAG shall maintain the appropriate staff in order to fulfill the necessary reporting requirements to the
Commodity Futures Trading Commission and other regulatory bodies.

C. Inter exchange hedging strategies shall not be utilized for any reason.

D. The Risk Management Committee reserves the right to modify the policies and procedures
included in this document per changing market conditions, subject to approval by ATRS.

E. All'hedging transactions will be designated as one of the 3 types listed below at the inception of the
hedge transaction, in accordance with FAS 133 et all, and IAS 39:

a. Cash Flow Hedge (hedges to offset a corresponding cash flow)

b. Fair Value Hedge (hedges to offset the changing value of an asset or liability)

c. Normal Purchase Normal Sale (purchase and sales contracts or firm commitments where
delivery of the commodity is expected to take place instead of via net offset)

Risk Management Policy — Bushel Lease

Purpose: The following section will provide more specific details on the policies and procedures
which will govern assets leased under a bushel lease structure.

Objective: To maximize the return to portfolio assets leased under a bushel lease structure by
using the volatility in the commodity futures markets to ATRS advantage.
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Target Return: The greater of Target Price plus any required premium as outlined above via “Multi
Year Marketing” and Break Even Price plus any required premium as outlined above
via “Multi Year Marketing”

Minimum Return: The lesser of Break Even Price plus any required premiums as outlined above via
“Multi Year Marketing” and Target Price plus any required premium as outlined above
via “Multi Year Marketing”

Marketing Authority:  Hedge positions for rent to be received within the next 12 months can be entered into
by the following parties, so long as the Minimum Return (as defined above) is
achieved:

1) Committee Member
2) USAG Representative
3)  Farm Manager — with prior approval from USAG representative

Hedge positions for rent to be received in excess of 12 months into the future can be
entered into by the following parties, so long as the Minimum Return (as defined
above) plus the necessary premium is achieved and with prior ATRS approval:

1) Committee Member — with prior Risk Management Committee approval

2)  USAG Representative — with prior Risk Management Committee approval

3) Farm Manager — with prior Risk Management Committee approval and USAG
representative acknowledgment

No positions will be entered into that do not meet the Minimum Return (as defined
above), without prior approval of the Risk Management Committee.

A. Selling futures contracts through the Chicago Mercantile Exchange to achieve required returns is
an approved strategy for hedging the rental income associated with the bushel lease. The sale of
futures contracts will be completed so that the total aggregate bushels sold equates, as closely as
reasonably possible, to the total bushels outlined in the bushel lease document. (Example — 47,000
bushels in lease document = Sell 9 5,000 bushel contracts and 2 1,000 bushel mini contracts)

B. Bushel leases will be written using either corn and or soybeans as the settlement commodity due to
the fact that these commodities are the predominant US row crops and have historically had the most
liquidity within the grain commodity futures market. All future bushel leases will have either corn and
or soybeans as the settlement commodity, independent of what crops are actually grown.

C. The trading account will be owned by ATRS or the appropriate subsidiary. ADM Investor Services will
be the clearing company with all funds being held in a segregated funds trading account with  ADM
Investor Services.

D. To mitigate the risk associated with bank default on our hedged accounts and to manage the best
use of capital, the Merchandising/Risk Manager will use Government-backed securities (T-Bills) to
back ATRS’ traded contracts’ initial margin requirements in excess of $250,000. Manager can call
capital from ATRS or utilize lines of credit approved by ATRS, secured by ATRS owned properties to
fund initial margin requirements. Furthermore, the Merchandising/Risk Manager will monitor and/or

Exhibit E Page 4 208



establish a system to make wire transfers such that ATRS’ margin excess will not exceed a balance
of $250,000

. USAG will ensure that at all times; the appropriate entity has access to, via a line of credit, cash
reserves, or ATRS equity, sufficient capital to meet margin calls that would be required in the event
the market moves against ATRS in the amount of $3 per bushel. This level of reserves is consistent
with standard lending practices within the grain marketing industry.

To initiate a futures position, a sell order will be initiated through an approved broker via electronic mail
or electronic trading platform. Market orders, Limit orders, and Good till Canceled orders will all be
utilized when necessary. In order to exit a futures position, a buy order will be placed on the same day
as the cash rent settlement date using a market order to ensure the successful execution of the order.
The orders will be initiated via an approved party as defined in the above section titled “Marketing
Authority.”

. Hedge designation — For accounting and tax compliance, all hedges for bushel lease commitments
will be designated as cash flow hedges at the inception of each hedge transaction, as referenced in
General-F above.

. Once a position is established, it will be maintained until the lease price is determined, as outlined in
the executed lease document.

Trading statements will be reconciled by USAG on a monthly basis with all fees being accounted for
using GAAP standards. The trading account will be a part of the yearly audit. Daily settlement
statements will be provided by the clearing company to multiple staff. USAG will provide a monthly
position report detailing outstanding margin and open positions.

If USAG is removed as manager, the hedge account management will be transferred to a ATRS
representative or other manager in a timely and professional manner.

. On a quarterly basis (January 1, April 1, July1, October 1) the Merchandising/Risk Manager will
produce a Financial Risk Report that identifies all third party entities to whom ATRS has current
contractual or receivable risk. All third party entities with cumulative contract/receivable risk in
excess of $200,000 will undergo an extensive credit monitoring process performed by USAG. Prior to
initiating a new contractual relationship with a credit exposure over $200,000, the Merchandising/Risk
Manager will seek approval from USAG. USAG will utilize one of more of the following when executing
their credit monitoring process, depending on the counterparty exposure.

1. Results of a DnB report,

2. Verification of licensing as a federal grain warehouse in accordance with the United States
Warehouse Act.

Results of investigation into other financial information,

Reputation within the marketplace,

Results of credit references, if required,

The maximum credit exposure the Risk Management Committee is willing to accept from a
single counterparty, and

Experience from previous business transactions with the third party

Use of credit default swaps

owvkWw
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This information is available to representatives of ATRS upon request.

Risk Management Policy — Crop Share

Purpose:

Objective:

Target Return:

Minimum Return:

Marketing Authority:

Hedge Limits:

The following section will provide more specific details on the policies and procedures
which will govern assets leased under a crop share structure.

To maximize the return to portfolio assets leased under a crop share structure by
managing the inherent price and yield risk.

The greater of Target Price plus any required premium as outlined above via “Multi
Year Marketing” and Break Even Price plus any required premium as outlined above
via “Multi Year Marketing”

The lesser of Break Even Price plus any required premiums as outlined above via
“Multi Year Marketing” and Target Price plus any required premium as outlined above
via “Multi Year Marketing”

Hedge positions for crops to be sold within the next 12 months can be entered into by
the following parties, so long as the Minimum Return (as defined above) is
achieved and the hedge limits (as defined below) are not exceeded and with prior
ATRS approval:

1) Committee Member
2) USAG Representative
3) Farm Manager — with prior approval from USAG representative

Hedge positions for crops to be sold in excess of 12 months into the future can be
entered into by the following parties, so long as the Minimum Return (as defined
above) plus the necessary premium is achieved and the hedge limits (as defined
below) are not exceeded:

1)  Committee Member — with prior Risk Management Committee approval

2) USAG Representative — with prior Risk Management Committee approval

3) Farm Manager — with prior Risk Management Committee approval and USAG
representative acknowledgment

No positions will be entered into that do not meet the Minimum Return (as defined
above), without prior approval of the Risk Management Committee.

In order to avoid a situation where the volume of crops sold exceeds the volume of
crops owned by the landowner, the hedging/sale of anticipated crop production will be
governed by the following guidelines.

The below percentages will apply to the anticipated production based on the most
recent information available to management. This includes budgeted acres, actual
planted acres, budgeted yields, forecasted yields, anticipated weather patterns,
etc.
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Time Until Final Production Reconciliation
0-12 Months 12+ Months
Crop Max Pre-Plant  Max Pre-Harvest | Maximum Position
Irrigated
Corn 50% 70% 25%
Soybeans 50% 70% 25%
Wheat 50% 70% 25%
Rice 50% 70% 25%
Cotton 50% 70% 25%
Other 50% 70% 25%
Dry Land
Corn 50% 50% 25%
Soybeans 50% 50% 25%
Wheat 50% 50% 25%
Rice 50% 50% 25%
Cotton 50% 50% 25%
Other 50% 50% 25%

No position will be entered into that exceeds the above limits without prior written consent
of the Risk Management Committee and ATRS.

. All crop share leases will include a minimum base rental amount. This amount is to be negotiated on
a property by property basis and is intended to set a minimum rental rate which will be required from
the tenant. This floor rate will limit ATRS downside risk associated with the crop share.

. Risk management levels must be carefully tracked and monitored by management and positions
must be executed based on realistic crop yields and accurate tracking of planted acres to each
particular crop. Management for each portfolio asset must report expected yields and acres
starting with the budget process and update these estimates each month until the crop is harvested
and the final production amounts are reconciled.

. All product sales shall be executed and documented with written contracts with either an outside
grain marketing entity, or direct with actual product end users. Contracts should include specific
amounts, delivery dates, conditions, and price.

. The trading account will be owned by ATRS or the appropriate subsidiary. ADM Investor Services will
be the clearing company with all funds being held in a segregated funds trading account with  ADM
Investor Services.

. To mitigate the risk associated with bank default on our hedged accounts and to manage the best
use of capital, the Merchandising/Risk Manager will use Government-backed securities (T-Bills) to
back ATRS’ traded contracts’ initial margin requirements in excess of $250,000. Manager can call
capital from ATRS or utilize lines of credit approved by ATRS, secured by ATRS owned properties to
fund initial margin requirements. Furthermore, the Merchandising/Risk Manager will monitor and/or
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establish a system to make wire transfers such that ATRS’ margin excess will not exceed a balance
of $250,000.

Options strategies will be used in certain situations. The following option strategies are approved and
authorized under this policy:

Option strategies to offset:

. Price risk on future and current grain inventories that will be delivered at a future date
(i.e., the simultaneous purchase and sale of different strike prices in identical
quantities), and

ii. Production risk on future grain inventories in situations where market prices are high
enough to economically justify 100% bookings prior to planting or harvest.

. Spread trading (i.e. the simultaneous purchase and sale of different futures months in identical
quantities) will be used in certain circumstance and is approved and authorized under this policy for
the following strategies:

. To protect additional carrying charges against ownership of grain, or

ii. To protect inverses in futures against the anticipated short sale of the Company’s
delayed-priced inventory.

. USAG may enter into futures and/or options positions in order to manage aggregate economic risk.
Aggregate economic risk is defined as ATRS overall exposure to futures market risk, counterparty cash
contract risk, and cash flow funding ability (margin call) risk. These positions must be approved by the
Risk Management Committee.

The following are deemed to be acceptable methods of hedging the sale of crops produced in
association with a crop share:

1) Forward Cash contracts with a local grain elevator or direct end user.

2) Production contracts with a local grain elevator or direct end user.

3) Sale of futures contracts to offset the price risk associated with the sale of current or
future production in the spot market at a future date.

4) Basis contracts with a local grain elevator or direct end user.

In the event futures positions on the Chicago Mercantile Exchange are entered into for the purpose of
hedging crop sales associated with current or future production, the policies and procedures
outlined in the “Risk Management Policy — Bushel Lease” for governing hedge accounts, margin
requirements, account reconciliation, reporting, etc. will also apply to crop share leases as well.

Hedge Designation — For accounting and tax compliance, all hedges as referred to in G above will be
designated as one of the hedge types referred to in General-E above at the inception of each hedge.
Due to the varying nature of the types of hedge instruments available, each hedge will be so
designated based on its own merits at the time of inception.
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L. On a quarterly basis (January 1, April 1, July1, October 1) the Merchandising/Risk Manager will
produce a Financial Risk Report that identifies all third party entities to whom ATRS has current
contractual or receivable risk. All third party entities with cumulative contract/receivable risk in
excess of $200,000 will undergo an extensive credit monitoring process performed by USAG. Prior to
initiating a new contractual relationship with a credit exposure over $200,000, the Merchandising/Risk
Manager will seek approval from USAG. USAG will utilize one of more of the following when executing

their credit monitoring process, depending on the counterparty exposure.

1)
2)

3)
4)
5)
6)

7)
8)

Results of a DnB report,

Verification of licensing as a federal grain warehouse in accordance with the United
States Warehouse Act.

Results of investigation into other financial information,

Reputation within the marketplace,

Results of credit references, if required,

The maximum credit exposure the Risk Management Committee is willing to accept
from a single counterparty, and

Experience from previous business transactions with the third party

Use of credit default swaps

This information is available to representatives of the ATRS upon request.
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EXHIBIT F
RELATED PARTY TRANSACTION DISCLOSURE FORM

1. Related party information:
Company name:
Contact name
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