September 28, 2004 Agenda item 3.0

San Mateo County Employees’ Retirement Association
Minutes of the Investment Committee

August 24, 2004 — Investment Committee Agenda

PuBLIC SESSION— The Committee met in Public Session at 10:07.A.M

1.0
2.0
3.0
4.0
5.0
6.0

7.0
8.0

Call to Order

Roll Call

Approval of the Minutes for the Investment Comn@tideeting

Oral Communications From the Committee

Oral Communications From the Public

Investment Management Services of the Investmeniritee

6.1 Acceptance of Monthly Portfolio Performance &ep

6.2 Acceptance of Quarterly Investment Performaktalysis for periods ending June 30, 2004

6.3 Selection of Finalists f@amCERA’€ore Plus Fixed Income Manager

6.4 Approval of BGI Investment Management Agreemfanendment to include an Enhanced Equity
Mandate

6.5 Approval for BGI to Transitio®amCERAAssets from BGI's Russell 1000 Index to BGI's Rals$000
Alpha Tilts

Other Business

Adjournment

MINUTES OF SAMCERA's Investment Committee

1.0

2.0

3.0

4.0

5.0
6.1

Call to Order: Mr. Lewis called the Public Session of the InvesitMt@ommittee of the Board of Retirement to
order at 10:07 A.M August 24 2004, 3amCERA’'8oard Room, Suite 125, 100 Marine Parkway, Redwood
Shores, California.

Roll Call: Mr. Bryan (excused), Mr. Buffington, Ms. ColsomdaMr. LewisBoard Members in Attendanchtr.
McMahon, Ms. Salas, Ms Stuart, and Ms. Tashilérnate Board MembemoneStaff: Mr. Clifton and Mr.
McCauslandConsultant:Ms. JadallatPublic: OneRetireesnone

Approval of the Minutes: Ms. Colson suggested that the August 24, 200dsimvent Committee Minutes were
unanimously approved.

Action: Motion by Ms. Colson, seconded by Mr. Buffington, arried unanimously to accept the Investment
Committee Minutes.

Oral Communications From the Committee: The Committee discussed the date and time foDtieber
Committee meeting. The Committee will meet in thermng of October 28 The Board will meet to hear regular
board business in the afternoon of Monday, Oct@58r The board will meet the morning of Octobel"26
interview finalists for the Chief Executive Offi¢cefPosition.

Oral Communications From the PublicNone

Acceptance of Monthly Portfolio Performance SamCERA’sportfolio began the new fiscal year with a
negative return for the month of July, -2.36%. the first half of the montisamCERAvas overweight equity

and underweight fixed income which resulted in Tregal Fund Return of -2.36% underperforming thenPla
Policy Benchmark by 13 basis points. Approximatetid-month, SamCERAreceived the County Prepaid
Contributions, which were deployed through rebalagmado the fixed income portfolios. The rebalamgin
reduced the amount of total Fund Return underpaidoce. SamCERA'drailing twelve month return, 12.77%,
is still positive. However, the trailing periodseomonth through six months are now negative.

Economic data in July was mixed putting the strergjtthe economic recovery in question. The mesintging
report during the month was the second quarter Gb®Rth of 3%. Consequently, the Fed futures mabketan
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pricing in a slower Fed tightening, changing theronght lending projections to 2% for year end. rgooate
earnings growth has fueled the equity market mudhis year. Despite persistent turmoil in the Mel East,
terrorist threats, a toss-up U.S. presidentialtelecand high energy prices, investors had takd#acs in strong
corporate earnings. Earnings growth in coming tgusrappears likely to be less robust than in tuties
periods, which is giving investors pause. Manynernists are lowering their targets for year encinkdvels.

The table presented below shows the compositenstur

Trailin Trailin Trailin
July 31, 2004 One Month Threeg Six 9 Twelvg
Months Months Months
Equity Aggregate $955,390,085 -4.00%|  -0.80% -2.67%| 14.99%
Equity Composite Benchmark -3.87% -0.51% -2.13%| 16.46%
Variance -0.13% -0.29% -0.54% -1.47%
Fixed Income Aggregate $442,660,826 1.05% 1.16% 0.67% 5.45%
Fixed Income Composite Benchmark 0.99% 1.16% 0.34% 4.84%
Variance 0.06% 0.00% 0.33% 0.61%
Real Estate Aggregate (1) $59,422,293 0.55% 2.15% 5.57%| 8.48%
NCREIF (one quarter lag) 0.00% 3.13% 5.77%| 10.83%
Variance 0.55% -0.98% -0.20%| -2.35%
Cash Aggregate $18,686,518 0.18% 0.55% 1.12% 2.26%
91 Day Treasury Bill 0.12% 0.27% 0.51% 1.03%
Variance 0.06% 0.28% 0.61% 1.23%
Total Fund Returns $1,476,159,722 -2.36% -0.03% -1.31%| 12.01%
Total Plan Policy Benchmark -2.23% 0.22% -0.92%| 12.77%
Variance -0.13% -0.25% -0.39% -0.76%
Performance versus SamCERA'’s Actuarial DiscouneRat
Total Fund Returns -2.36% -0.03% -1.31% 12.01%
Actuarial Discount Rate 0.64%  1.94% 3.92% 8.00%
Variance -3.00% -1.97% -5.23% 4.01%

The table below shows portfolio market values arddt weightings versus actual allocations

Asset Allocation Allocation Percentage Rebalance
As of 07/31/2004 Market Value Current Target | Off Target Range
BGI Russell 1000 $579,388,370 39.25%| 40.00% -0.75% +5%
BGI Russell 2000 $156,854,093 10.63%| 10.00% 0.63% +5%
BIAM $219,147,622 14.85%| 15.00% -0.15% +5%
Total Equity $955,390,085 64.72%| 65.00% -0.28%
BGI US Debt $244,738,548 16.58%| 16.00% 0.58% +3%
DAMI $197,922,277 13.41%| 13.00% 0.41% +3%
Total Fixed Income $442,660,826  29.99%| 29.00% 0.99%
Real Estate $59,422,293 4.03% 6.00% -1.97% +2%
Cash $18,686,518 1.27% 0.00% 1.27%
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Total $1,476,159,722  100.00%| 100.00%

A recent addition to the monthly performance rep®# table that depic®amCERA’proposed changes
in manager structure. Implementation of the newagan structure is scheduled for October 31, 2004.

New Mandated Target

Market Value %
BGI Russell 1000 $579,388,370 $295,231,944  20.00% | ®BGsell 1000
Enhanced R1000 $295,231,944  20.00% BGI Enhanced R1000
BGI Russell 2000 $156,854,093 $0
Enhanced R2000 $73,807,986.10 5.00% Goldman SachsMgset
Active Value Mandateg $36,903,993.05 2.50% Brandes Investragtiiers
Active Growth Mandate $36,903,993.05 2.50% Chartwek$stwment Mgmt
Bank of Ireland Asset Management $219,147,622 $0
Active Core Mandate $110,711,979 7.50% Delaware Int'l Advisors, Ltd.
Active Core Mandatg $110,711,979 7.50% Julius Baer Investment Mgmt
Total Equity $955,390,085 $959,503,819  65.00%
Barclays Global Investors US Debt $244,738,548 $14208D4, 9.66%| BGI US Debt
Deutsche Asset Management, Inc. $197,922277 $142,614,949.66% | Deutsche Asset Management,
Core Plus Mandate $142,614,940 9.66% To Be Announced
Total Fixed Income $442,660,826 $427,844,819  28.98%
Real Estate $59,422,293 $59,241,450  4.01% Core Real Estate Fund
Possible Manager
$29,569,633 2.00% Diversification
Cash $18,686,518 $0 100.00%
Total $1,476,159,722 $1,476,159,722

Mr. Lewis asked staff in July to reduce the vareabetween the Custodian's calculation of performanc
and Deutsche Asset Management’s calculation. Nifito@ reported that he met with State Street and
spoke with Deutsche. The variances are causedapgdifferences.SamCERAeceives a monthly
reconciliation report from both State Street andt®ehe Asset Management. That report will receive
closer scrutiny in an attempt to narrow the pridaiifference.

Action: The Committee unanimously accepted the Moty Performance Report. The Committee
will recommend to the Board of Retirement that it acepts the report.

Acceptance of Strategic Investment Solutions’ Quaerly Investment Performance Analysis for
the period ending June 30, 2004.

Ms. Jadallah presented SIS’ quarterly performaepent. Below is a selected summary detail from
Strategic Investment Solutions' Quarterly PerforoeaReport.

The table below compares the Composite Fund Parthold Manager Portfolios to their Benchmarks.
It also shows how the portfolios rank in their peeiverse as of June 30, 2004.
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Last Quarter |Fiscal Year-To-Date Last Year
Return| Rank Return Rank| Return| Rank
Composite Fund 2.88% 59| 29.35% 40 5.48% 51
Policy Index 3.04% 48 30.67% 26 5.50% 50
BGI Russell 1000 Fund 1.91% 51 36.38% 44 1.28% 47
Russell 1000 index 1.90%% 51 36.37% 45 1.26% 47
BGI Russell 2000 Fund 6.27% 39 63.21% 29| 10.94% 60
Russell 2000 index 6.2600 39 63.83% 27| 10.90% 60
BIAM 2.90% 85 50.72% 80 1.56% 86
MSCI ACWI-ex US Index Free 4.83% 49 59.91% 29 5.41% 55
BGI US Debt Index Fund 2.69% 46 5.47% 66 7.56% 51
Deutsche Asset Management 3.16% 5 6.87% 22 8.07% 27
Lehman Aggregate Index 2.65% 53 5.40% 68 7.44% 58
INVESCO 3.31% 35 9.91% 45 8.25% 31
NCREIF Index 2.56% 42 9.71% 48 7.74% 38
Cash Composite 0.61% 13 2.35% 13 2.79% 19
91 Day T-Bill Index 0.24% 49 1.08% 43 2.01% 53

INVESTMENT PERFORMANCE SUMMARY

* The composite fund returned 0.1% in the secondteuaf 2004 and ranked 88mong other public funds
greater than $100 million (median of -0.1%). Thedieat its policy index (-0.1%) during this timeriod.
Longer term, the three and five-year returns o%# (57 percentile) and 3.6% (6&percentile), respectively,

June 30, 2004

were near median among large public plans (4.5%A20b).

« Second quarter results were enhanced by the failpfectors:

1. The BGI Russell 1000 Index Fund ranked in theggfcentile among large cap managers (median 1.7%),

and matched its benchmark. The Russell 1000 Inddxalreturn of 1.4%.

2. The BGI Russell 2000 Index Fund slightly excekeitte benchmark, the Russell 2000 Index (0.5%), and

ranked in line with the small cap equity managediae of 0.6%.
3. Deutsche Asset (-2.1%) was ahead of the Lehnggmedate Index (-2.4%) and ranked in ther 33

percentile among other core bond managers. Deusedet’'s overweight to asset-backed securities and
exposure to commercial mortgagebacks were contibib performance. The portfolio’s exposure to

mortgage pass through securities dampened perfaeman

4.Ranking in the second quartile among its peergifi@tional equity managers’ median of -0.2%), Bahk
Ireland’s quarterly return beat its benchmark,t&CI All Country World ex-US Free Index (-0.1% vs.

0.7%). BIAM's bias towards large capitalizationadjty companies positively impacted relative

performance during this difficult market quartehelportfolio was slightly less exposed to the rgmg

Japanese economy than its benchmark which wasactiet

e Second quarter results were hindered by the foliguféctors:
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1. The BGI US Debt Index Fund (-2.4%) matchedritei, the Lehman Aggregate, but underperformed the
median core bond manager (-2.3%) BGI ranked irvBhgpercentile among its peers.

2. INVESCO Realty returned 1.8% for the quartedamperforming the NCREIF Index (3.1%) and ranking
in the second quartile among real estate invessnent

CAPITAL MARKET REVIEW : SECOND QUARTER 2004
ECONOMIC REVIEW

* At the end of May, the trade deficit was $518IBdm, down by 4.5%. It was the first month sindevember
2003 that the deficit declined as exports reachextard high in May. For the 12 months ending M@942, the
deficit was 10.7% higher than one year prior witiports increasing 9.5% and exports rising 8.9% twer
past year. In the second quarter, the U.S. ddilangthened against both the euro (1.2199) anglahe
(209.3494) by 0.9% and 4.7% respectively. For t@r 32 months, the U.S. dollar weakened 6.0% axjdire
euro and 9.6% against the yen.

* First quarter GDP growth declined slightly to%.%rom the fourth quarter 2003 annual rate of 4.1%.
Preliminary results for the second quarter indid¢atther slowing of GDP growth, down to 3.0%.

At the end of June, the year-over-year changheCPI was 3.3%. Core CPI, excluding food andgnevas
1.8% higher than it was in June, 2003. Crude a@dgsrended the quarter at $33.51 per barrel. £dte
imported oil were at their highest in nearly 22ngea

« Industrial production advanced 1.4% in the seaqumarter and 5.8% for the trailing twelve months.

» The unemployment rate declined slightly during second quarter to 5.6% compared to 5.7% at thekthe
first quarter.

* Retail sales declined 0.5% in the second québstérhave increased 3.1% year-to-date.

* Housing starts were 1.80 million units in Jureayér than in both March (2.00 million) and June 200.85
million). Conventional 30-year residential mortgagees averaged 6.21% at the end of May, 2004 8umm4is
points since December 2003.

EQUITY MARKETS REVIEW

» Domestic equity indices posted modest gainsérsttcond quarter. The Dow Jones Industrial Average by
1.24%. The broader market represented by the S&R & by 1.72%, and the NASDAQ Composite climbed
2.69%. Of the ten economic sectors, six were uparsecond quarter while four were down. The best-
performing sector was Industrials (+8.48%). Thestgerforming sector in the first quarter was Fiials (-
2.36%). For the trailing 12-month period, Materiafgl Energy were the best-performing sectors, metgr
31.85% and 31.66% respectively. Health Care wasvdakest performer for the trailing 12-month period
(+5.45%).

« Among large capitalization stocks, the trend a@ire outperforming growth was reversed in the secprarter,
with the Russell 1000 Growth adding 1.94% vs. thedrIll 1000 Value adding only 0.88%. Among smaller
capitalization stocks, value continued its out perfance with the Russell 2000 Value adding 0.85%hes
Russell 2000 Growth which added only 0.09%. Lamye stocks outperformed small cap stocks: for the
quarter, the Russell 1000 Index returned 1.40%lexthie Russell 2000 index returned 0.47%. But ssiattks
remain ahead of large stocks for the trailing 12athgeriod, with the Russell 2000 returning 33.341%d
Russell 1000 returning 19.48%.

* International equity returns, exemplified by M&CI| EAFE index, were positive for the fifth conséue
quarter. The MSCI EAFE rose 0.21% in US dollar teand 2.41% in local currency. Unlike the U.S. retsk
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non-U.S. value stocks performed better than non-gk&wth stocks, with the EAFE Value tacking on@4d
while the EAFE Growth slipped 1.26% for the quariemerging markets declined after a string of gjron
quarters, with the MSCI EMF index falling 9.57%. é\the last 12 months as of the end of the secaadey
the MSCI EMF Index has risen 33.51%.

FIXED INCOME MARKETS REVIEW

» The Fed Funds Rate increased in June by 0.25302%%0. This marks the first rate increase since REGO.
The yield curve increased in the second quarteg.upward shift was most pronounced in the threésuo
year range as Treasury Yyields increased 114 basitspgluring the quarter. The slope diminished matzdy,
as the two-year to 10-year spread declined fromki2s points to 190 basis points. The two-yeaaJuey
yield rose 111 basis points to 2.68%; the 10-y&abasis points to 4.58%; and the 30-year, 52 Ipasigs to
5.29%.

* During the second quarter all the major bonddesideclined. The Lehman Aggregate Bond Index gaste
2.44% loss and the Citigroup World Government Bordkex fell 3.32% for the quarter. Lehman Brothers
Mortgage Backed Index ended the quarter 1.13% loMigh yield corporates, as measured by the Lehman
Brothers High Yield Index, fell 0.96%. Emerging Mats Debt, as measured by the J.P. Morgan Emerging
Markets Bond Index, fell 5.9%. For the trailing m®nths as of the end of the second quarter, thenaeh
Aggregate Bond Index was up 0.32%, the Citigroupl&/@overnment Bond Index 5.65%, Lehman Brothers
Mortgage Backed Index 2.23%, Lehman Brothers Higtdvindex 10.33% and J.P. Morgan Emerging
Markets Bond Index 4.76%.

REAL ESTATE MARKETS REVIEW

* The REIT Market experienced a very volatile setqoarter. After being up the first quarter, thel REarket
was down 12% in April but then rose in May and Jim#nish the quarter down almost 6%. Much of the
volatility was blamed on a mix of economic news tseemed to focus real estate investors attentidherisk
of rising interest rates.

* During the quarter, economic release finally emaged investors to realize that the improvement in
employment statistics was good for the REIT maskate demand for real estate is dependent uporgekan
employment. As companies hire new staff, additionalkspace will be needed as will homes and apantsne
There is also some acceptance of the fact thagrisierest rates should not stop the real estatvery unless
they stifle the economic recovery.

Action: The Committee unanimously accepted Strateg Investment Solutions’ Quarterly
Performance Report for the period ended 6/30/2004The report in its entirety will be presented
to the Board at the 05/25/2004 meeting.

Selection of Finalists for SamCERA'’s Core Plus FixéIncome ManagerOn July 27th Strategic
Investment Solutions arBamCERA’$nvestment Committee reviewed six semi-finalisisSamCERA'Core
Plus Fixed Income mandate. The Investment Comeniffgned that additional information concerning ¢bet
of transitioning into the core plus portfolio woudé helpful in determining the finalists for thisndate.
Strategic Investment Solutions was instructed ¢muest Deutsche Asset Management, PIMCO (Pacific
Investment Management Company LLC, and WesterntAgdaaagement Company to provide an estimate of
the cost of transitioning into their core plus protd

Strategic Investment Solutions provided the follogvBummary of Transition Vendor Estimated Transitio
Costs: Portfolio Assumptions i) Total Bond Asse$881 million ii) Total Transition Assets: $127Ihain
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Barclays Global Investors Estimate for the Transitons

Transition Assets to Deutsche Portfolio: 20 to B b
Transition Assets to PIMCO Portfolio: 13 to 22 bps
Transition Assets to Western Portfolio: 22 to 3@ bp

Deutsche Asset Management Estimate for the Transiths13 bps **
Pacific Investment Management Company (PIMCO) Estinate for the Transitions 22 bps
Western Asset Management Estimate for the Transitias 23 bps

*Assumes no liquidation of existing Deutsche poss.
**Assumes transitioning to new Core + portfolio finexisting ~$199 million Core portfolio.

The Committee reviewed the following Pros & Confobe selecting Deutsche Asset Management and Wester
Asset Management as the finalists for SamCERA’edFicome Core Plus mandate. The finalists weriéei
to interview before the Board on September 28, 2004

Pros

Deutsche Asset Management

Known entity to SamCERA

Add value through investing in inefficient credsisd structured product within the US as well as
through extended sectors.

Largely stable team

Strong returns

Deutsche Asset Management and Deutsche Bank hdweahiaus regulatory issues in recent years (but
none were associated with the Core Plus product).

Firm has lost business across asset classes liasthgear.

Significant non-index exposure within the US invesht grade component of Core Plus.

Capacity constraints given niche bond exposure.

PIMCO (Pacific Investment Management Company LLC,

Bond powerhouse led by skillful portfolio managelt Bross

Very strong, consistent returns

Top down, secular and cyclical forecasts develdpedery deep, experienced team of investment
professionals.

Proprietary models and risk management tools dpeel@and maintained by internal financial engineers.
PIMCO has incorporated new and innovative instruiario its approach for many years.
Well-publicized charges of market timing in sevé?Y1CO bond funds were ultimately dismissed.

High level of assets may decrease flexibility oattgy?

Above average turnover in investment staff.

Use of innovative securities and large asset lemdts in a large, complex portfolio.
Highest fees of SamCERA'’s candidates.

Western Asset Management Company

A bond powerhouse like PIMCO.
High conviction approach has yielded tremendoulaaipr its clients.

Fiscal Year 2004-2005 — Page 17



6.4

= Portfolio outlook and structure determined by elgrezed and stable Investment Strategy Group.
= Successful sector rotation over many years.

= High tracking error
= Long term, value-oriented approach can requirespas.

Action: Motion by Mr. Lewis, second by Ms. Colsonpassed unanimously, for the Investment
Committee to recommend that the Board of Retiremeninvite Deutsche Asset Management, and
Western Asset Management Company to interview beferthe Board on September 28, 2004 for the
Fixed Income Core Plus Mandate.

Approval of BGI Investment Management AgreementAmendment to include an Enhanced Equity
Mandate. The Board adopted a large cap equity mandate ofiB0&sted in BGI's Russell 1000 Index Fund and
50% invested in a Russell 1000 enhanced produntJu®@e 22, 2004, the Board interviewed BGI and (ald
Sachs Asset Management as providers of a Rus€#ll &dhanced product. Barclays Global Investorssel
1000 Alpha Tilts was selected fBamCERA’dirst venture into an enhanced equity product.

SamCERA'LCode of Fiduciary Conduct and Due Diligence Poliwth mandate that the Association perform
due diligence prior to committing assets to an gtweent. On Wednesday August 4th, Sandra Arnotheda
Hooley, and Gary Clifton fronSamCERA along with Margaret Jadallah and Paul Harte frS8tmategic
Investment Solutions, conducted an onsite dueatitig visit to BGI. Prior to the onsite visit Bags Global
Investors responded to a standard series of questibthose questions and responses allow staff viewe
specific criteria in preparation for the visit.

Following the August @ visit, Ms. Jadallah prepared a report for the Bdhat details the visit. In summary the
report states,All in all, SIS remains impressed with the deptll Breadth of BGI's capabilities. The firm has a
very robust large cap enhanced index effort andvalyt identifies bench strength in advance of ggds. The
firm is one of the oldest and largest Russell 1@0Banced index managers with a gatitive long term record
The investment process used is theoretically samdl is continually updated. The firm maintainsosty
controls from an operational and regulatory staniippo Effective execution, one of the cornerstookeshe
Alpha Tilts approach, is an area that BGI has rabenpgraded and continues to improve upon. WBI®&
charges more for its enhanced index product thames@ther managers, Russell 1000 Alpha Tilts i$ atil
compelling choicé. In addition there was nothing in the preparatioaterials that caused staff's concern. Staff
recommends that the Board accept the onsite regbith concludes the mandatory due diligence.

The Committee reviewed the following Resolution anll recommend that the Board of Retirement appritv

SAN MATEO COUNTY EMPLOYEES RETIREMENT ASSOCIATION
Contract for Investment Management and Custody Sernces
RESOLUTION 04-05-04

THIS RESOLUTION adopted by the Board of Retirement (Board)
of the San Mateo County Employees' Retirementcisdim (SamCERA), approves
an amendment to the contract between the BoardBandays Global Investors, N.A. (BGI).

WHEREAS, Article XVI, 817 of the Constitution of the Stabé California vests the Board witiplenary
authority and fiduciary responsibility for the irstenent of moneys and the administration of theesystand

WHEREAS, Government Code 831595 vests in the Bdard exclusive control of the investment of the
employees retirement fundahd
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WHEREAS, Government Code 831596.1 (d) authorizes the Bimaretain investment managérs . in
connection with administration of the Board's irwesnt program . . .;"and

WHEREAS, Board Resolution 03-04-05 approved a contrastéen the Board and Barclays Global Investors for
a term of three-years, effective November 30, 2008

WHEREAS, the provisions oBamCERA's$nvestment PlanBGI’'s Collective Investment Fund Guidelines and
Investment Management Fees, including any amends)ahereto are incorporated into the Agreement as
Exhibit A, Exhibit B and Exhibit C respectively; @én

WHEREAS, the Board wishes to amend Exhibit B, “Collectimgestment Fund Guidelintand Exhibit C,
“Investment Management Féds include provisions that allow for investmentBarclays Global Investors’
Russell 1000 Alpha Tilts Fund ; and

WHEREAS, County Counsel has approved the contract amendamsdn form and the Investment and Finance
Manager has recommended approval of the amendnigrasefore, be it

RESOLVED that the Board hereby approves the amendmente ®amCERMABGI Investment Management and
Custody Agreement to allow investment in BGI's Ralis$000 Alpha Tilts Fund. Be it further

RESOLVED that the Board hereby delegates full discretiomahority to Barclays Global Investors to manage
the assets of the Retirement Fund as allocatedebBdard in accordance with the terms of the cohtthe
Investment Plamand applicable law governing the conduct of fidties entrusted with the management of
public employees' retirement funds. Be it further

RESOLVED that the Board hereby approves the fees as spedifithe contract and authorizes the disbursement
of funds as provided for in GC §31596.1 in accoogawithSamCERA'ternal controls. Be it further

RESOLVED that the Board hereby authorizes the Chair, ta@eethe contract on behalf of the Board. Be it
further

RESOLVED that the Board hereby designates the Investmdfin&nce Manager as its designee to perform those
functions so identified in the contract and herabthorizes the Investment & Finance Manager to #dlke
actions necessary to initiate, implement and momissignments, approve payments and provide thedBoa
with timely reports regarding the progress andsfattory completion of the assignments authoriaegymant
to the contract

Action: Motion by Mr. Buffington, second by Ms. Colson, passed unanimously, that the Committee
will recommend that the Board of Retirement approvethe Resolution authorizing the Board Chair to
execute an amendment to th&8GI Investment Management Agreement to include thé&Gl Russell 1000
Alpha Tilts Fund.

Approval for BGI to Transition SamCERAAssets from BGI's Russell 1000 Index to BGI's Rus#l 1000
Alpha Tilts With the Board’'s approval for an enhanced indeadpct, SaSmCERA’darge cap investment
portfolio needed to be restructured from an investhnin the BGI Russell 1000 Index Fund into uniftthe BGI
Russell 1000 Alpha Tilts Fund. The restructurd vakult in two large cap equity portfolios, the BRussell
1000 Index Fund and the BGI Russell 1000 AlphasTiund. Each Fund will have an equal market value
approximately 50% ofamCERA'darge cap allocation. Implementation of the neandate would occur on or
around August 31, 2004.

Staff recommended that the Board authorize the rCioaexecute the attached Letter of Authorizatiolm
summary the LOA directs BGI to restructure one balbamCERA’snvestment in the BGI Russell 1000 Index
Fund (the “BGI Legacy Fund”) into units of the B&Ussell 1000 Alpha Tilts Fund (the “BGI Target Fi)nd
The Letter of Authorization details the transitipmocess, including certain disclosures and authboas.
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For restructuring purposes Barclays Global Investos asked to analy&amCERA'Russell 1000 Index Fund
portfolio, worth approximately $290 million. Tharget portfolio for the restructure is Barclays k&b

Investors’ Russell 1000 Alpha Tilts Fund. BGI'sadysis indicates that on a round trip basis appnaxely 42%
of the transition can be completed through thenaatwerlap between the legacy and target porifol@f the
residual trades, BGI estimates that 14% could bssed at BGI or using public external crossing nete/and
45% traded in the open market. Transaction cestmessed both in dollars and basis points (bpshe
transition would be approximately $379,063 or 1%3%. The estimated explicit (commission) tradingts
associated with this transition are $186,295 o<l The estimated implicit costs (spread & miairkpact) on
the transition are $192,768 or 6.7 bps.

The Committee reviewed the following resolution d&ydunanimous vote opined to recommend that thedBoa
of Retirement approve the Resolution.

SAN MATEO COUNTY EMPLOYEES RETIREMENT ASSOCIATION
Contract for Transition Management Services
RESOLUTION 04-05-05

THISRESOLUTION adopted by the Board of Retirement (Board)
of the San Mateo County Employees' RetirementcidiEm (SamCERA), approves
the contract between the Board and Barclays Glaatstors, N.A. (BGI)
for Transition Management Services.

WHEREAS, Article XVI, 817 of the Constitution of the Stadé California vests the Board witiplenary
authority and fiduciary responsibility for the irstenent of moneys and the administration of theesystand

WHEREAS, Government Code 831595 vests in the Bdard exclusive control of the investment of the
employees retirement fundehd

WHEREAS, Government Code §831596.1 (d) authorizes the Bimaretain investment managérs . in
connection with administration of the Board's irnwesnt program . . .;"and

WHEREAS, Board Resolution 03-04-05, as amended, approwethiaact between the Board and Barclays
Global Investors (BGI) for a term of three-yeaféeeive November 30, 2003; and

WHEREAS, the Board adopted a manager structuréSlmCERA’darge cap equity mandate that invests monies
equally in the BGI Russell 1000 Index Fund andBkd Russell 1000 Alpha Tilts fund; and

WHEREAS, SamCERA’darge cap equity investments are currently 100%hénRussell 1000 Index Fund and
therefore need to be restructured into the new mtand herefore, be it

RESOLVED that the Board hereby approves a Letter of Augadion (LOA) with Barclays Global Investors that
directs BGI to restructure an investment portfali@omestic securities and cash from an investrmetite
BGI Russell 1000 Index Fund into units of the BGisRell 1000 Alpha Tilts Fund on or around August 31
2004 and subsequent funding dates as necessariy fuBber

RESOLVED that the Board hereby approves the costs as saeaifBGI's August 3, 2004 analysis of transition
from the BGI Russell 1000 Index Fund to the BGI $alis1000 Alpha Tilts Fund. Be it further

RESOLVED that the Board hereby authorizes the Chair, tac@ecthe Letter of Authorization on behalf of the
Board. Be it further

RESOLVED that the Board hereby designates the Investmdfin&nce Manager as its designee to perform those
functions so identified in the Letter of Authoriat and hereby authorizes the Investment and Faanc
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Manager to take all actions necessary to initiatplement and monitor assignments, approve paynaamts
provide the Board with timely reports regarding pinegress and satisfactory completion of the asses
authorized pursuant to the Letter of Authorization.

Action: Motion by Mr. Lewis, second by Mr. Buffington, passed unanimously that the Investment
Committee recommend to the Board of Retirement thatt authorize the Chair to execute a Letter of
Authorization with Barclays Global Investors for Transition Services from the legacy Russell 1000
Index fund to the target Russell 1000 Alpha Tilts End.

Other Business: None

Adjournment: There being no further business Mr. Lewis adjodritee Committee at 11:20 A.M.
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