Notice of Public Meeting SamCERA

Investment Committee

of the San Mateo County Employees' Retirement Association will meet in

100 Marine Parkway, Suite 160, Redwood Shores
Tuesday, August 28, 2012, at 10:00 a.m.

1.0 Callto Order

2.0 Rollcall

3.0 Oral Communications From the Committee

4.0 Oral Communications From the Public

5.0 Approval of the Minutes

6.0 Investment Management Services - the Investment Committee Shall Review & Discuss

6.1 Preliminary Monthly Portfolio Performance Report

6.2 Annual Review, Revision & Reaffirmation of the Investment Committee Charter

6.3 Discussion of SamCERA’s Investment Policy Redraft Process

6.4 Quarterly Investment Performance Report for the Period Ending June 30, 2012

6.5 Report on the Annual Review of SamCERA’s Core Bond Portfolio Managers (Aberdeen Asset Management,
Pyramis Global Advisors, Western Asset Management

6.6 Approval of Private Equity Investment Opportunity

6.7 Discussion of Delegation of Authority to Execute Documents and Take Certain Actions In Relation to
Agreements on Behalf of the Board

7.0 Other Business
8.0 Chief Investment Officer’s Report
9.0 Adjournment
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Michael Coultrip, Chief Investment Officer Printed: 8/22/12

Be advised that the committees of the Board of Retirement
are forums in which consensus may emerge.

If you have an interest in a matter before a committee,
you are advised to attend the committee meeting.
Committee meeting times are noted on the board agenda.

IN COMPLIANCE WITH THE CALIFORNIA GOVERNMENT CODE AND THE AMERICANS WITH DISABILITIES ACT:

SamCERA’s facilities and board and committee meetings are accessible to individuals with disabilities. Contact David
Bailey at (650) 363-4930 at least three business days prior to the meeting, if (1) you need special assistance or a
disability-related modification or accommodation, including auxiliary aids or services, in order to participate in this
meeting; or (2) you have a disability and wish to receive the agenda, meeting notice, agenda packet or other writings
that may be distributed at the meeting in an alternative format. Notification in advance of the meeting will enable
SamCERA to make reasonable arrangements to ensure full accessibility to this meeting and the materials related to it.
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THE COMMITTEE MEETS IN 100 MARINE PARKWAY, SUITE 160,
WHICH IS LOCATED ON THE SE CORNER OF TWIN DOLPHIN & MARINE PARKWAY IN REDWOOD SHORES.
Detailed directions are available on the “Contact Us” page of the website www.samcera.org
Free Parking is available in all lots in the vicinity of the building.

SamCERA
100 Marine Parkway, Suite 125
Redwood Shores, CA 94065
How to Find Us:

From Northbound 101 take the Ralston/ Marine World Parkway exit. Drive East on Marine Parkway
toward the Bay.

From Southbound 101 take the Ralston/ Marine World Parkway exit. Drive East over the freeway on
Marine Parkway toward the Bay.

From El Camino Real, turn East toward the Bay on Ralston and drive over the freeway on Marine
Parkway. (Ralston becomes Marine Parkway at 101.)

Twin Dolphin Drive is two stoplights beyond the freeway. The “Shores Center” sign on the lawn is
located in front of our new home.

Continue on Marine Parkway one block beyond Twin Dolphin to Lagoon Drive. Note the 100 Marine
granite monument with SamCERA logo near curb as you approach Lagoon Drive.

From Marine Parkway turn Right on Lagoon Drive and then immediately take the next two Right
turns into our parking lot.

Park in the Visitor spaces on the Marine Parkway side of our building near the North Entrance.

SamCERA is in Suite 125 on the first floor, on your left just inside the North Entrance on the Marine
Parkway side of the building.

SamCERA’s Telephone Number: (650) 599-1234
From a County Extension: Dial 1234
From Outside the 650 Area Code: (800) 339-0761

Web Site: www.samcera.org
Our Olffice is Open Monday thru Thursday from 7:00 a.m. until 6:00 p.m.
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Notice of Public Meeting

The Board of Retirement

of the San Mateo County Employees' Retirement Association
will meet on

Tuesday, August 28, 2012, at 1:00 P.M.

PUBLIC SESSION — The Board will meet in Public Session at 1:00 P.M.

1.

Call to Order, Roll Call and Miscellaneous Business

1.1 Administration of the Oath of Office to Newly Reappointed Trustee

1.2  Announcement of Committee Appointments

1.3 Introduction and Welcome of SamCERA’s New Chief Investment Officer

Oral Communications
2.1 Oral Communications From the Board
2.2 Oral Communications From the Public

Approval of the Minutes
Approval of the Consent Agenda

(Any items removed from the Consent Agenda for discussion will be inserted into the Regular
Agenda and considered in the order chosen by the board chair.)

e Disability Retirement Applications e Service Retirements
o Lydia Brosamle e Continuances Deferred Retirements
o Ester Capacillo e Member Account Refunds
o Liz Cervantes e Member Account Rollovers

o Celia Driscoll

o Randolph Evans
o Richard Good

o Nena Najdawi

Benefit & Actuarial Services

5.1 Consideration of Agenda Items, if any, Removed From the Consent Agenda

5.2 Consideration of Member’s Request to Reconsider a Non-Service Disability (Set for
2 p.m. time certain.*)

Investment Services (The Investment Committee will meet at 10 a.m.)

6.1 Preliminary Monthly Portfolio Performance Report

6.2 Annual Review, Revision & Reaffirmation of the Investment Committee Charter

6.3  Discussion of SamCERA’s Investment Policy Redraft Process

6.4  Quarterly Investment Performance Report for the Period Ending June 30, 2012

6.5  Report on the Annual Review of SamCERA’s Core Bond Portfolio Managers (Aberdeen Asset
Management, Pyramis Global Advisors, Western Asset Management

6.6  Approval of Private Equity Investment Opportunity

6.7 Discussion of Authority to Execute Documents and Take Certain Actions In Relation to
Agreements on Behalf of the Board

[Continued on page 2 — Printed 08/22/12]

* Matters Set for a Time Certain: Times listed are approximate. In no case will any item be heard before it is scheduled



Notice of Public Meeting
Page 2 of 2

7. Board & Management Support Services
7.1 Monthly Financial Report
7.2  Update on Information Technology Project Progress

8. Management Reports
8.1  Chief Executive Officer's Report
8.2  Assistant Executive Officer’s Report
8.3  Chief Investment Officer’s Report
8.4  Chief Legal Counsel's Report

CLOSED SESSION — The board may meet in closed session prior to adjournment

C1 Consideration of Disability Items, if any, Removed from the Consent Agenda
C2 Initiation of Litigation Pursuant to Subdivision (c) of Government Code Section 54956.9:
One matter

9. Report on Actions Taken in Closed Session
10. Adjournment in Memory of the Following Deceased Members:

Quinn, Diane July 6, 2012 Public Health
Smylie, Alice July 6, 2012 Deferred from Human Services
Moran, Nancy July 15, 2012 Human Services
Gaddini, John July 17, 2012 Sheriff’s Office
Vincent, John July 18, 2012 Probation
Hatfield, John July 19, 2012 Mental Health
Watters, Mary July 22, 2012 Library
Rodriguez, Rose July 23, 2012 Health Services
Dorow, Willi July 24, 2012 Engineer-Road
Stivala, Mary July 28, 2012 Probation
Remedios, Roy July 30, 2012 Controller
Stafford, Arlene July 30, 2012 Aging and Adult Services

Printed: 8/22/12
David Bailey, Chief Executive Officer

THE BOARD MEETS AT 100 MARINE PARKWAY, SUITE 160,
WHICH IS LOCATED ON THE SE CORNER OF TWIN DOLPHIN & MARINE PARKWAY IN REDWOOD SHORES.
Detailed directions are available on the “Contact Us” page of the website www.samcera.org
Free Parking is available in all lots in the vicinity of the building.
A copy of the Board of Retirement’s open session agenda packet is available for review at the SamCERA offices and on our
website unless the writings are privileged or otherwise exempt from disclosure under the provisions of the California Public
Records Act. Office hours are Monday through Thursday 7 a.m. — 6 p.m.

IN COMPLIANCE WITH THE CALIFORNIA GOVERNMENT CODE AND THE AMERICANS WITH DISABILITIES ACT:

SamCERA’s facilities and board and committee meetings are accessible to individuals with disabilities. Contact SamCERA at
(650) 599-1234 at least three business days prior to the meeting if (1) you need special assistance or a disability-related
modification or accommodation, including auxiliary aids or services, in order to participate in this meeting; or (2) you have a
disability and wish to receive the agenda, meeting notice, agenda packet or other writings that may be distributed at the
meeting in an alternative format. Notification in advance of the meeting will enable SamCERA to make reasonable
arrangements to ensure full accessibility to this meeting and the materials related to it.




SAN MATEO COUNTY EMPLOYEES' RETIREMENT ASSOCIATION
Board of Retirement

August 28,2012 Agenda Item 1.1

TO: Board of Retirement

8
FROM: David Bailey, Chief Executive Officer %

SUBJECT: Administration of the Oath of Office to Newly Reappointed Trustee

Under this agenda item, the Trustee Oath of Office will be administered to newly
reappointed trustee Lauryn Agnew.



SAN MATEO COUNTY EMPLOYEES' RETIREMENT ASSOCIATION
Board of Retirement

August 28, 2012 Agenda Item 1.2

TO: Board of Retirement

’4
FROM: David Bailey, Chief Executive Officer w %

SUBJECT: Announcement of the Appointment of Committees

Staff Recommendation

Staff recommends the Chair announce appointments to the Investment Committee and the
Audit Committee, as the Chair deems appropriate.

Background
At the July 24 meeting of the Board of Retirement, board officers were elected as follows:

e Sandie Arnott, Chair
e Natalie Kwan Lloyd, Vice Chair
e Lauryn Agnew, Secretary

The Board Chair is authorized by the Regulations of the Board of Retirement to appoint all
committees.

“1.1 Election Of Chair: At the first regular meeting in July, the Board of
Retirement shall elect one of its members chair for a term of one year or until his or
her successor is duly elected and qualified. The Chair shall preside at all meetings
of the Board, shall appoint all committees (emphasis added) and shall perform all
duties incidental to that office.”



SAN MATEO COUNTY EMPLOYEES' RETIREMENT ASSOCIATION
Board of Retirement

August 28, 2012 Agenda Item 1.3

TO: Board of Retirement

{5
FROM: David Bailey, Chief Executive Officer %ﬁ) %

SUBJECT: Introduction and Welcome of SamCERA’s New Chief Investment Officer

Formal introduction and welcome of Michael Coultrip, who started work as SamCERA’s
new Chief Investment Officer, August 6.



San Mateo County Employees' Retirement Association
Minutes of the Regular Meeting of the Board of Retirement

August 28, 2012 Agenda Item 3.0

July 24, 2012 - Board Agenda

PUBLIC SESSION — The Board will meet in Public Session at 1:00 P.M.

1.

Call to Order, Roll Call and Miscellaneous Business
1.1  Administration of the Oath of Office to Newly Elected and Reappointed Trustees
1.2 Presentation of Certificate of Appreciation to Alma Salas

Oral Communications
2.1 Oral Communications From the Board
2.2 Oral Communications From the Public

Approval of the Minutes
Approval of the Consent Agenda

(Any items removed from the Consent Agenda for discussion will be inserted into the Regular
Agenda and considered in the order chosen by the board chair.)

e Disability Retirements o Deferred Retirements

o Yolanda Ayala e Member Account Refunds

o Elly Damian e Member Account Rollovers

o Anne Garrett e Trustee Conference Request

o Richard Good - Continued until e Ratification of Authorization and
August Board Meeting Power of Attorney Issued to Franklin

o Mohammad Rafiq Advisors to Take Certain Actions on

o Maybelline Sharpe SamCERA's Behalf

o Consideration of the Board’s e Ratification of Consent to Amend a
Authority to Decide Application Limited Partnership Agreement for an
for Non-Service Disability Alternative Investment

Retirement (Montesano)
e Service Retirements
e Continuances
Benefit & Actuarial Services
5.1 Consideration of Agenda Items, if any, Removed From the Consent Agenda
5.2 Approval of Questions for Annual Review of SamCERA’s Actuarial Firm — Milliman Inc.
5.3  Consideration of Member’s Request to Reconsider a Service Disability Retirement (Keenan)

Investment Services (No Investment Committee meeting is scheduled.)

6.1 Preliminary Monthly Portfolio Performance Report

6.2 Report on the Annual Review of SamCERA’s Domestic and International Equity Value Portfolios
6.3  Strategic Investment Solutions’ Semi-Annual Report on Capital Markets Expectations Update

Board & Management Support Services

7.1 Monthly Financial Report

7.2 Quarterly Budget Report for Period Ended June 30, 2012

7.3  Approval of Topics for the Annual Independent Auditor Review — Brown Armstrong
7.4  Status of Annual Financial Audit

7.5  Ad Hoc Nominating Committee Report and Election of 2012-2013 Board Officers

July 24, 2012 Regular Meeting Minutes Page 10of 9



CLOSED SESSION — The board may meet in closed session prior to adjournment

San Mateo County Employees' Retirement Association

Minutes of the Regular Meeting of the Board of Retirement

Management Reports

8.1  Chief Executive Officer's Report

8.2  Assistant Executive Officer’s Report
8.3 Chief Investment Officer’s Report
8.4  Chief Legal Counsel's Report

C1 Consideration of Disability Items, if any, Removed from the Consent Agenda and Appropriate for Closed

10.

Session

Report on Actions Taken in Closed Session
Adjournment in Memory of the Following Deceased Members:

Fakava, Heikoti
Devitt, Edward
Swindell, Vera
Evans, Mary
Williams, Jan
Bettencourt, Ida
Scott, Dennison
Boyle, Myrteze
Sampson, Floyd
Collazo, Nereida
Gordon, Mary
Gonsalves, Fernanda
Solari, Norman
Rafig, Mohammed
Coggeshall, Charles
Estes, Norma

Van Kirk, Doloris
Sanders, Ruth
Garrett, Anne

David Bailey, Chief Executive Officer

July 24, 2012 Regular Meeting Minutes

May 1, 2012
May 4, 2012
May 8, 2012
May 22, 2012
May 23, 2012
May 28, 2012
June 3, 2012
June 4, 2012
June 5, 2012
June 8, 2012
June 10, 2012
June 15, 2012
June 16, 2012
June 19, 2012
June 19, 2012
June 20, 2012
June 22, 2012
June 23, 2012
July 6, 2012

Deputy Sheriff

Beneficiary of Devitt, Ana
Economic Development Dept.
Public Guardian Office
Beneficiary of Williams, Marvin
Chope Hospital

Sheriff's Office

Social Services

Ag Commission Sealer

Public Health

Beneficiary of Gordon, Leonard
Social Services

Sheriff's Office

Cook

Probation

Controller

Elections

Beneficiary of Sanders, Vernon
Family Health

Page 2 of 9



0712.1

0712.1.1

0712.1.2

0712.2.1

0712.2.2

0712.3

0712.4

San Mateo County Employees' Retirement Association
Minutes of the Regular Meeting of the Board of Retirement

July 24, 2012 - Board Minutes
Call to Order, Roll Call and Miscellaneous Business

Call to Order: Mr. David, Chair, called the Public Session of the Board of Retirement to order
at 1:03 p.m.

Roll Call:

Present: Al David, Natalie Kwan Lloyd, David Spinello, Ben Bowler, Paul Hackleman, Michal
Settles and Eric Tashman.

Excused: Sandie Arnott, Lauryn Agnew

Alternates Present: Christopher Miller and John Murphy

Staff: David Bailey, Brenda Carlson, Gladys Smith, Mabel Wong and Kristina Perez.
Consultants: Patrick Thomas, Strategic Investment Solutions.

Administration of the Oath of Office to Newly Elected and Reappointed Trustees: Sergeant
John Flahavan of the San Mateo County Sheriff’s Office administered the Oath of Office to:
newly elected trustee Christopher Miller, who serves as the Safety Alternate; re-elected
trustees David Spinello and Al David; and reappointed trustee Eric Tashman.

Presentation of Certificate of Appreciation to Alma Salas: David Bailey and Mr. David
presented Alma Salas with a certificate of appreciation for her service on the Board of
Retirement. Ms. Salas also received flowers from the SamCERA staff. Ms. Salas noted how
much she appreciated the work of the Board and staff.

Oral Communications From the Board: Mr. Hackleman reported on his attendance at the
Wharton Executive Education class regarding hedge funds held in San Francisco. Ms. Settles
reported on her attendance at the GFOA conference in Chicago, and her attendance at the
IFEBP CAPPP Il class in Boston. Mr. David also reported on his attendance at the GFOA
conference.

Oral Communications From the Public: There were no comments from the public.

Approval of the Minutes: Mr. David asked if there were any corrections to the minutes. None
were noted.

Action: Mr. Hackleman moved to approve the minutes from the regular meeting held on July
24, 2012. The motion was seconded by Ms. Settles, and carried unanimously.

At this time, Mr. Tashman made comments on the assumed earning rate considered at the
July 24™ meeting. Mr. Tashman was not in attendance at the meeting but had concerns after
reading the minutes. He stated for the record that he would have supported a lower
assumption rate than the 7.50% approved by the Board.

Approval of the Consent Agenda: Mr. David asked if there were any items to be removed
from the Consent Agenda. The disability application for Maybelline Sharpe was removed from
the Consent Agenda to a time certain of 2:30 p.m. The item to consider the Board’s authority
to decide an application for non-service disability retirement (Montisano), was removed, as
the applicant and his legal counsel were unable to attend.

Action: Mr. Spinello moved to approve all remaining Consent Agenda items as listed below.
The motion was seconded by Ms. Settles and carried unanimously.

July 24, 2012 Regular Meeting Minutes Page 3 0of 9



0712.4

San Mateo County Employees' Retirement Association
Minutes of the Regular Meeting of the Board of Retirement

Consent Agenda
Disability Retirements
The Board found that Yolanda Ayala is (1) disabled from performing her usual and customary
duties as a Licensed Vocational Nurse, (2) found that her disability is service-connected and (3)
granted her application for a service-connected disability retirement.

The Board found that Elly Damian is (1) disabled from performing her usual and customary
duties as an Office Assistant Il, (2) found that her disability is service-connected and (3)
granted her application for a service-connected disability retirement.

The Board found Anne Garrett permanently disabled from the duties of a Senior Community
Program Specialist and granted survivor benefits, pursuant to Government Code Section
31762, to the member’s spouse, Shellie Garrett.

The Board found Mohammad Rafig permanently disabled from the duties of a Cook Il and
granted survivor benefits, pursuant to Government Code Section 31762, to the member’s
spouse, Famida Rafig.

Service Retirements
Member Name

Effective Retirement Date Department

Thornton, Leon
Witjman, David
Lewis, Jeffrey
Heiliger, Maxine
Kato, Diana

Lee, Richard
Starmer, George
Sowels, Dennis
Grandsaert, John
LaHaie, Keith
Sykes-Miessi, Joan
O'Callahan, William
Atwood, Kathleen
Babwin, Richard
Mulgrew, Mark
Ellington, Hillarie
Danese, Karen
Allen, Hellen
Driscoll, Celia
Zapata, Elia

Continuances
Survivor’s Name
Bankord, Beja
Bonner, Natasha
Fakava, Kaufoon
Jensen, Judith
Ward, Joanne
Weston, John

July 24, 2012 Regular Meeting Minutes

March 13, 2012
March 22, 2012
March 24, 2012
March 31, 2012
March 31, 2012
March 31, 2012
March 31, 2012
April 12, 2012
April 18, 2012
April 18, 2012
April 18, 2012
April 28, 2012
May 1, 2012
May 1, 2012
May 1, 2012
May 4, 2012
May 5, 2012
May 17, 2012
May 31, 2012
June 1, 2012

Beneficiary of:
Lindner, Cecilia
Bonner, James
Fakava, Heikoti
Jensen, Jim
Ward, Edward
Weston, Elaine

Def’d from Probation

Def’d from Environmental Health
Def’d from Aging & Adult Services
Def’d from Public Health

Def’d from Environmental Health
Def’d from Public Health

Def’d from Housing Dept.

Def'd from Aging & Adult Services
Def'd from District Attorney

Def'd from Public Works

Def'd from Library

Sheriff’s Office

Def'd from Building & Planning
Def'd from Sheriff’s Office

Def'd from San Mateo Medical Center
Public Health

Def'd from Library

Probation

Sheriff’'s Office

Behavioral Health

Page 4 of 9



San Mateo County Employees' Retirement Association
Minutes of the Regular Meeting of the Board of Retirement

0712.4 Consent Agenda (continued)

Deferred Retirements
Member Name

Vong, Kathy

Baker, James
Conway, Terese
Chong, Wei

Vasquez, Kristy
Humphrey, Sharon
Introcaso, Denice
Hong, Margaret

Member Account Refunds
Member Name

Birkby, Patricia
Clemente, Marie
Dodge-Navarrete, Sarah
Feldcamp, Melissa
Flatmoe, Chris

Frei, Lukas

Hernandez, Marcela
Nikkel, John

Papi, Tammy

Partin, Marie

Pene, Garrett

Phillips, Lyndale
Rodriguez, Renee

San Mames, Juan

Member Account Rollovers

Member Name
Cross, Heather
Dawkins, Michael
Mar, May
Nordhausen, Sarah

0712.4 Trustee Training Request

Retirement Plan Type

G4 Vested

S4 Vested

G4 Vested

G4 Vested

G4 Vested

G4 Non Vested — Reciprocity
S2 QDRO

G4 Vested — Reciprocity

Retirement Plan Type
G4 Vested

G4 Vested

G4 Non-vested

G4 Non-vested

G4 Non-vested

G4 Non-vested

G4 Non-vested

G4 Vested

G4 Non-vested

G4 Non-vested

S5 Non-vested

G5 Non-vested

Ben. Of Avila, Jacklyn
G4 Vested

Retirement Plan Type
G4 Vested

G2/3 Vested

G2 Non-vested

G4 Non-vested

The Board approved the request for trustee educational training, for Trustee Lauryn Agnew to
attend SOCAP12 (Social Capital Markets 12), which will be held at Fort Mason Center in San

Francisco, CA from October 1-4.

07124 Ratification of Authorization and Power of Attorney Issued to Franklin Advisors to Take

Certain Actions on SamCERA's Behalf

The Board approved a resolution ratifying the Chair’s July 9, 2012, execution of the “Legal
Proceedings Authorization” and authorized the Chief Executive Officer to execute any
necessary documents and take all actions to perfect the recovery of the 7.5% Senior Secured

Notes issued by AMR.

July 24, 2012 Regular Meeting Minutes
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0712.4

0712.5
0712.5.1

0712.5.2

0712.5.3

0712.6
0712.6.1

0712.8
0712.8.1

San Mateo County Employees' Retirement Association
Minutes of the Regular Meeting of the Board of Retirement

Ratification of Consent to Amend a Limited Partnership Agreement for an Alternative
Investment

The Board approved a resolution ratifying the Chair’s consent for the general partner to
execute the first amendment to the second amended and restated partnership agreements of
Sycamore Partners, L.P., and Sycamore Partners A, L.P.

Benefit & Actuarial Service

Consideration of Agenda Items, if any, removed from the Consent Agenda: The
consideration of Maybelline Sharpe’s disability application was moved until a time certain of
2:30 pm, and heard later in the meeting in closed session.

Approval of Questions for Annual Review of SamCERA’s Actuarial Firm — Milliman Inc.: Mr.
Bailey presented the staff report. He discussed the procedure for determining actuarial
questions and explained that Board members and staff would receive an email link to an
online performance survey. Results from the survey and responses from Milliman will be
presented to the Board in September.

Action: It was moved by the Chair to approve the questions for the annual review and the
motion carried unanimously.

Consideration of Member’s Request to Reconsider a Service Disability Retirement — This
item was postponed and taken up later in the meeting, as the member was not present. (See

page 8.)

Investment Services

Presentation of the Preliminary Monthly Portfolio Performance Report: Mr. Bailey
presented the monthly performance report to the Board.

Asset Class Market Value ‘ 1-Month ‘ 1-year TTWRR* 5-year TTWRR*
Domestic Equ/'ty 915,218,120 3.62 1.37 -0.95
International Equity 418,223,239 5.78 -13.85 -6.16
Total Equity 1,333,441,358 4.29 -3.53 -2.51
Private Equity 19,287,369 0.00 1.29
Risk Parity 150,483,687 -0.00 3.72
Hedge Fund 69,730,131 0.00 0.39
Fixed Income 563,709,652 1.02 6.64 6.65
Real Estate 144,721,125 0.00 7.16 -1.12
Aggregate
Commodities 69,902,427 3.93
Cash Equivalents 5,334,594 0.03 0.67 0.77
TOTAL FUND | 2,356,610,343 | 2.75 | -0.18 | 0.29 |
Benchmark 3.18 1.42 1.80

Mr. David asked for the Sectopm 8.0 Management Reports next, and heard the remainder of
the agenda items in the order they appear below.

Management Reports

Chief Executive Officer’s Report: Mr. Bailey discussed a San Mateo County Civil Grand Jury
report regarding SamCERA and a related newspaper article. He explained the Grand Jury
recommendations. The report was included in the day-of-meeting folder for the Board
members. Mr. Bailey talked to the Board about his appearances before the Board of
Supervisors, SCORPA, SEIU, ASFME and CALAPRS to give presentations and speeches about

July 24, 2012 Regular Meeting Minutes Page 6 of 9



0712.8.2

0712.8.3

0712.8.4

0712.7.1

0712.7.2

0712.7.3

0712.7.4

San Mateo County Employees' Retirement Association
Minutes of the Regular Meeting of the Board of Retirement

SamCERA and other retirement related topics. Mr. Bailey updated the Board about current
staffing vacancies, noting the under-staffing in the investment area, and stating that LRWL
would present a staffing study shortly. He announced that Mr. Michael Coultrip will start as
ClO on August 6. Mr. Bailey discussed an issue in Contra Costa County regarding optional
payment methods, stating that Ms. Carlson was working on this and all systems are
monitoring this situation and the outcome.

Assistant Executive Officer’s Report: Ms. Smith reported that staff would be sending point-
of-service surveys to members coming into the office, as opposed to the yearly member
survey done previously. Ms. Smith stated the new survey is more detailed and would provide
specific tracking information; she also noted a future survey would target customers who call
SamCERA.

Chief Investment Officer’s Report: Mr. Bailey reiterated that Michael Coultrip will be starting
on August 6, and noted that the Coultrip family visited SamCERA in June. Mr. Bailey informed
the Board that Anthony Foley, who manages SamCERA’s portfolio at DE Shaw, is now on
medical leave.

Chief Legal Counsel's Report: Ms. Carlson updated the Board about new statutes in place
regarding electronic signatures and education policies.

Monthly Financial Report: Ms. Wong presented the Monthly Financial Report.

Quarterly Budget Report for Period Ended June 30, 2012: Ms. Wong presented the staff
report and called the Board’s attention to the Professional Budget (attachment 1), stating
that the Professional Budget was slightly over budget due to higher than anticipated
investment fees. She also noted on the Administrative Budget (attachment 2), expenditures
were slightly below anticipated; while medical evaluation costs, member education expenses
and leased facilities outlays were higher. This item was informational only and no action was
taken.

Approval of Topics for the Annual Independent Auditor Review — Brown Armstrong: Ms.
Wong presented the staff report and reviewed the “Questions for Annual Independent
Auditor Evaluation” with the Board. An online survey regarding the audit firm’s performance
will be emailed to Board members, and the annual audit review is scheduled for the October
Board meeting.

Action: Mr. Hackleman moved to approve the questions for the annual independent auditor
evaluation. The motion was seconded by Mr. Bowler and carried unanimously.

Status of Annual Financial Audit: Ms. Wong updated the Board on the financial audit and
went over issues found during the process. She explained that samples of members’ files
were audited and problems discovered were resolved. The audit findings included a missing
birth certificate; a final average salary miscalculation; time allowed between a member
applying for retirement and actually retiring will be limited to 60 days to comply with the
1937 Act; and there were “pick up” amounts not calculated correctly for a small group of
managers. Ms. Wong reported that the auditors would be returning in the final week of
August to conclude their work.

Mr. David adjourned the meeting for a short break at 2:08 p.m. The meeting reconvened at
2:25 p.m. and item 5.3 was heard next.

July 24, 2012 Regular Meeting Minutes Page 7 of 9



0715.5.3

0712 C1

0712.9

0712.6.2

0712.6.3

0712.7.5

San Mateo County Employees' Retirement Association
Minutes of the Regular Meeting of the Board of Retirement

Consideration of Member’s Request to Reconsider a Service Disability Retirement (Keenan):
Ms. Carlson recused herself and exited the Board room. Mr. Dan McGuire served as legal
counsel in this matter. Mr. McGuire explained that this was not a consideration of whether
the member’s June 9, 2011 application should be granted or denied; but a determination of
whether the Board has authority to consider the new application. Mr. McGuire went over the
staff report and attachments, noting that the injuries were the same as documented in the
member’s 2001 and 2009 applications. Mr. McGuire discussed the chronology of this file and
previous determinations from the hearing officer and superior court. Mr. McGuire
recommended that the Board determine it lacks the authority to consider the member’s June
9, 2011 application for disability retirement for injuries that resulted from events, which were
the subject of prior applications that have been denied by the Board and were adjudicated.

Action: Mr. Tashman moved to accept the staff recommendation and agreed that the Board
lacks authority to consider the June 9, 2011 application. The motion was seconded by Mr.
Spinello and carried with a vote of 6-0-1, with Mr. Hackleman abstaining.

It was further noted the time was 2:30 p.m. and the applicant was not in attendance. Ms.
Carlson returned to the Board room.

Consideration of Disability Items, if any, Removed from the Consent Agenda and
Appropriate for Closed Session: Mr. David adjourned the meeting into closed session at 2:30
p.m. to hear the disability application of Maybelline Sharpe.

Report on Actions Taken in Closed Session: The meeting was reconvened at 2:53 p.m. Ms.
Carlson reported that the Board had met in closed session to consider the service-connected
disability retirement application of Maybelline Sharpe.

Action: Ms. Carlson reported the Board unanimously acted to approve the staff
recommendation, and to deny the service-connected disability retirement application of
Maybelline Sharpe.

Report on the Annual Review of SamCERA’s Domestic and International Equity Value
Portfolios: Mr. Patrick Thomas presented the staff report and reviewed the reports on
meetings held with Barrow Hanley, The Boston Company and Mondrian. He stated that all
managers were performing well and discussed specific details about each manger with the
Board. Mr. Thomas and the Board discussed the performance of the Blackrock Growth
Equity allocation. This item was informational only and no action was taken.

Strategic Investment Solutions’ Semi-Annual Report on Capital Markets Expectations
Update: Mr. Thomas reviewed SIS’s twice-yearly report with the Board. He discussed the
changing risk levels and historical experience in the markets. Mr. Bailey congratulated Mr.
Thomas on his appointment to the SIS Board of Directors. This was an informational item and
no action was taken.

Ad Hoc Nominating Committee Report and Election of 2012-2013 Board Officers: Mr.
Hackleman updated the Board on the formation and activity of the Ad Hoc Nominating
Committee. He reported that the committee met on June 6, via teleconference and that the
recommendation of the committee was to nominate Sandie Arnott as Chair, Natalie Kwan
Lloyd as Vice Chair and Lauryn Agnew as Secretary of the Board of Retirement. Mr. David
asked if there were any other nominees, and there were none.

Action: Mr. Tashman moved to approve the nominations as recommended by the Ad Hoc
Nominating Committee, and to elect those nominees as Board Officers for 2012-2013. The
motion was seconded by Mr. Spinello, and passed unanimously.
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With no further business, Mr. David adjourned the meeting at 3:21 p.m. in memory of the
following deceased members:

Fakava, Heikoti
Devitt, Edward
Swindell, Vera
Evans, Mary
Williams, Jan
Bettencourt, Ida
Scott, Dennison
Boyle, Myrteze
Sampson, Floyd
Collazo, Nereida
Gordon, Mary
Gonsalves, Fernanda
Solari, Norman
Rafig, Mohammed
Coggeshall, Charles
Estes, Norma

Van Kirk, Doloris
Sanders, Ruth
Garrett, Anne

May 1, 2012
May 4, 2012
May 8, 2012
May 22, 2012
May 23, 2012
May 28, 2012
June 3, 2012
June 4, 2012
June 5, 2012
June 8, 2012
June 10, 2012
June 15, 2012
June 16, 2012
June 19, 2012
June 19, 2012
June 20, 2012
June 22, 2012
June 23, 2012
July 6, 2012

David Bailey
Chief Executive Officer

July 24, 2012 Regular Meeting Minutes

Deputy Sheriff

Beneficiary of Devitt, Ana
Economic Development Dept.
Public Guardian Office
Beneficiary of Williams, Marvin
Chope Hospital

Sheriff's Office

Social Services

Ag Commission Sealer

Public Health

Beneficiary of Gordon, Leonard
Social Services

Sheriff's Office

Cook

Probation

Controller

Elections

Beneficiary of Sanders, Vernon
Family Health

Kristina Perez
Retirement Executive Secretary
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SAN MATEO COUNTY EMPLOYEES' RETIREMENT ASSOCIATION
Board of Retirement

August 28, 2012 Agenda Item 4.0 (a)
To: Board of Retirement

f]u,w?, —
From: Gladys Smith, Acting Assistant Executive Officer

Subject: Approval of Consent Agenda

ALL ITEMS ON THE CONSENT AGENDA ARE APPROVED BY ONE ROLL CALL MOTION UNLESS A
REQUEST IS MADE BY A BOARD MEMBER THAT AN ITEM BE WITHDRAWN OR TRANSFERRED TO THE
REGULAR AGENDA. ANY ITEM ON THE REGULAR AGENDA MAY BE TRANSFERRED TO THE CONSENT
AGENDA.

Disability Retirements

1. The Board find that Lydia Brosamle is (1) is not permanently incapacitated for the
performance of her duties as a Fiscal Office Specialist and (2) deny her application for a
service-connected disability retirement.

2. The Board find that Ester Capacillo is (1) disabled from performing her usual and
customary duties as Medical Services Assistant 11, (2) find that her disability is service-
connected and (3) grant her application for a service-connected disability retirement.

3. The Board (1) approve and adopt the proposed findings and recommendations of the
Hearing Officer, John Simonson and (2) deny Liz Cervantes’ application for a service-
connected disability retirement.

4. The Board find that Celia Driscoll is (1) disabled from performing her usual and
customary duties as Correctional Officer, (2) find that her disability is service-connected
and (3) grant her application for a service-connected disability retirement.

5. The Board find that Randolph Evans is (1) disabled from performing his usual and
customary duties as Custodian, (2) find that his disability is service-connected and (3)
grant his application for a service-connected disability retirement.

6. The Board find that Richard Good is (1) disabled from performing his usual and
customary duties as Deputy District Attorney 1V, (2) find that his disability is not service-
connected and (3) deny his application for a service-connected disability and (4) grant him
a non-service-connected disability retirement.

7. The Board find that Nena Najdawi is (1) disabled from performing her usual and
customary duties as Medical Office Assistant 11, (2) find that her disability is service-
connected and (3) grant her application for a service-connected disability retirement.

Service Retirements

1. The Board ratifies the actions as listed below for the following members regarding
service retirements:



Member Name

Effective Retirement Date

Department

Ashcraft, Mark May 23, 2012 Def’d from Ag Commission

Sealer
Soher, Donald June 2, 2012 Public Safety Comm
Ferrick, George June 6, 2012 Def'd from Superior Court

McColgan, Edward

June 13, 2012

Def'd from Controller

Charan, Kanchan

June 15, 2012

Controller

Coppola, Christine

June 16, 2012

Behavioral Health

Fountain, Joan

June 20, 2012

Treasurer

Shah, Jayesh

June 21, 2012

Def'd from Superior Court

Byrne, Flor

June 23, 2012

San Mateo Medical Center

Casco-Abuan, Remedios

June 23, 2012

San Mateo Medical Center

Cook, Victoria

June 23, 2012

San Mateo Medical Center

Edmondson, Ana

June 23, 2012

San Mateo Medical Center

Gomez, Oscar

June 23, 2012

San Mateo Medical Center

Jones, Doris June 23, 2012 Human Services Agency
Shu, Chien June 23, 2012 San Mateo Medical Center

Def'd from San Mateo
Dunn, Felton June 26, 2012 Medical Center
Mack, Shirley June 29, 2012 Def'd from Lirbary

Ferguson, Ellis

June 30, 2012

San Mateo Medical Center

Hogg, Vicky

June 30, 2012

Human Services Agency

Jester, Mary

June 30, 2012

San Mateo Medical Center

Paton, Laura

June 30, 2012

Human Services Agency

Echeverria, Gay

July 1, 2012

Behavioral Health

Keller, Kaylene

July 1, 2012

Assessor

Continuances

The Board ratifies the actions as listed below for the following members regarding

continuances:

Survivor’s Name

Beneficiary of:

Collazo, Edmundo

Collazo, Nereida

Escapite, Rafael

Carlson, Richard




Rafig, Famida

Rafig, Mohammed

Sampson, Shirley

Sampson, Floyd

Solari, Janet

Solari, Norman

Whitehead, Robert

Whitehead, Mary

Deferred Retirements

The Board ratifies the actions as listed below for the following members regarding

deferred retirements:

Member Name

Retirement Plan Type

Rosete, Edna G4 Vested
Semenenko, Nina G4 Vested
Quizon, Katrina G4 Vested
Uygur, Reyhan G4 Vested
Abadilla, Angela G4 Vested
Cachuela, Honorata G4 Vested
Ho, Justine G4 Vested
Cruz, Carmelita G4 Vested
Puapuaga, Alofaaga G4 Vested
Rulloda, Pacita G4 Vested
Raihman, Jaibul G4 Vested
Fernandez, Gloria G4 Vested
Palomaria, Abema G4 Vested
Reyes, Samuel G4 Vested
Tolentino, Diosado G4 Vested
Catalon, Joel G4 Vested
Lavilla, Dorina G4 Vested
Noguchi, Laura G4 Vested
Holcomb, Vaisioa G4 Vested
De Guzman, Tedora G4 Vested
Romero, Elisa G4 Vested
Cabotaje, Rosenda G4 Vested




Vunipola, Ana G4 Vested
Utumporn, lgesias G4 Vested
Dogelio, Thelma G4 Vested
Tayo, Elna G4 Vested
Perez, Lizette G4 Vested
Corona, Catalina G4 Vested
Linaja, Violeta G4 Vested
Biag, Maria G4 Vested
Villanueva, Virginia G4 Vested
Doreza, Mae G4 Vested
Villar, Edizalyn G4 Vested
Rimon, Rolindy G4 Vested
Ignancio, Miguel G4 Vested
Wong, Shwu G4 Vested
Espiritu, Catalina G4 Vested
Crocket, Jack G4 Vested
Rosario, Flordeliza G4 Vested
Banal, Caroline G4 Vested
Kiser, Marilee G4 Vested
Chua, Doris G4 Vested
Ruiz, Milton G4 Vested
Rami, Purvi G4 Vested
Iverson, Rita G4 Vested
Mariano, Josefina G4 Vested
Munoz, Anna-Maria G4 Vested
Cabe, Agustina G4 Vested
Yap, Cirilo Ramon G4 Vested
Cauyong, Consolacion G4 Vested
Chou, Mei G4 Vested
Pefley, Pushpa G4 Vested
Gloria, Emilia G4 Vested
Calderon, Luna G4 Vested




Kamal, Mohammed G4 Vested
Narayan, Yattra G4 Vested
Perez, Antonio G4 Vested
Theisen, Linda G4 Vested

Chiang, William

G4 Vested - Reciprocity

Bazo, Eve

G4 Vested - Reciprocity

Wong-Sing, Douglas

G2 Vested - Reciprocity

Trujillo, Miguel

G2 Vested - Reciprocity

Alvarez, Rhonda

G4 Vested - Reciprocity

Gontenas,Carmencita

G4 Vested - Reciprocity

Gajunia, Florabel

G4 Vested - Reciprocity

Moreno, Patricia

G4 Vested - Reciprocity

Member Account Refunds

The Board ratifies the actions as listed below for the following members regarding refunds:

Member Name

Retirement Plan Type

Calderon, Lupita

G4 Vested

Castillo, Ana

G4 Non-vested

Chaingan, Fernando

G4 Non-vested

Cook, Esalina

G4 Non-vested

Coons, Claudia

G4 Non-vested

Dela Cuesta, Reuben

G4 Non-vested

Dumaraos, Dominique G4 Vested
Feliciano, Lorenzo G5 Non-vested
Fizulic, Gina G4 Vested
Gibson,n Tina G4 Vested
Gonzales, Carmelita G4 Non-vested
Guisadio, Katherine G4 Vested
Llerena Pajuela, Betty G4 Vested
Moala, Eseta G4 Vested
Mobo, Simeon G4 Vested




Penate, Kina

G4 Non-vested

Shuhendler, Karen

G5 Non-vested

Stephenson, Kenneth

G4 Non-vested

Vera, Carmencita

G4 Vested

Member Account Rollovers

The Board ratifies the actions as listed below for the following members regarding

rollovers:

Member Name

Retirement Plan Type

Dawkins, Michael

3/G2 Vested
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July 24, 2012 Agenda Item 5.3

TO: Board of Retirement

FROM: David Bailey, Chief Executive Officer Z :2. ‘g' %

SUBJECT: Consideration of Member’s Request to Reconsider a Non-Service
Disability ’

STAFF RECOMMENDATION: Staff recommends that the Board determine that it lacks the
authority to reconsider its 1988 decision to grant Mr, Montisano a non-service-connected
disability.

IssUE: The Board must determine whether it has the authority to reconsider its 1988 decision
to grant a non-service-connected disability to Albert Montisano.

BACKGROUND: Albert Montisano was granted a non-service-connected disability on March
17, 1988. Today, he is requesting the Board to reconsider that decision and allow him, at a
separate hearing, to again present his application for disability retirement. The issue for today
is not whether Mr. Montisano should be granted a service-connected disability or whether the
Board in 1988 should have granted him a service-connected disability. The issue presented for
the Board’s determination is whether this Board has the authority to reconsider its final
decision to grant a non-service-connected disability. '

Discussion: If the Board grants his request to reconsider, the hearing on the disability would
occur at a later date, after an application for service-connected retirement has been received
and processed by staff. If the Board denies his request on the basis that it lacks the authority to
reconsider the matter, or any other basis, Mr. Montisano can seek a writ of mandate requesting
the Court to order SamCERA to process his service-connected disability application and the
Board to reconsider its 1988 decision.

Mr. Montisano, and his attorney, Thomas J. Wicke, will address the board. Upon agreement
with Mr. Wicke and staff, Mr. Wicke’s letters to SamCERA, staff’s responses, and a summary
of the contentions set forth in those letters can be found in the confidential board member
packet pursuant to Government Code section 31532.
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SAN MATEO COUNTY EMPLOYEES' RETIREMENT ASSOCIATION
Board of Retirement

August 28, 2012

To: Board of Retirement Agenda Item 6.1
V) W/
Wl r %

From: Michael Coultrip, Chief Investment Officer

Subject: Preliminary Monthly Portfolio Performance Report for the Period Ending July 31, 2012

COMMENT: The fund’s preliminary return for the trailing twelve months is 1.8%. The twelve-month return is
below the Actuarial Discount Rate of 7.50% and SamCERA s Total Plan Policy Benchmark rate of 3.5%. As
a reminder, SamCERA should expect performance to vary substantially from that of the Total Plan Policy
Benchmark in the initial stages of its private equity implementation.

July was mostly a ‘risk-on’ month as the markets reacted to the latest bailout announcement in Europe, this
time a $122 billion bailout loan for Spanish banks. However, domestic economic reports suggest economic
growth slowing from already low levels. Most of the benchmarks that SamCERA tracks posted strong returns
of above 1%. The exception to this was U.S. small-cap stocks, which were negative across the style
spectrum. Commodities led the pack with the DJ-UBS Commodity index up over 6%. Long-term interest
rates fell in the U.S., with the 10 year note yield declining 20bps. The BC Aggregate Index was up 1.4% with
high yield and longer-duration indices providing higher returns.

This preliminary report is intended to provide the reader with a high level view of the portfolio and its trends.
It is not intended to provide short-term performance upon which the board would act. Due to the timing of
certain portfolio performance statements, this agenda item does not reflect the monthly performance of all
portfolios. As of this writing, monthly performance for Angelo Gordon’s PPIP, AQR’s risk parity, AQR’s
hedge fund, most private equity and Invesco’s core real estate portfolios have not been reported.

Report Details Page
Executive Summary — Market Update 2-5
Return Flash Report 6
State Street Performance Report 7-11
Portfolio Summary 12
Change in Portfolio & Asset Allocation 13
Aggregate Performance 14
Manager Performance 15
Realized & Unrealized Gain / (Loss) 16
Cash Flows 17
Professional Services Fees 18
Blended Benchmark Detail 19
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MARKET UPDATE

For juLy 2012

U.S. EQuITty

Gross domestic product expanded at a +1.5% annual
rate between April and June down from +2.0% in the
first quarter. Consumer spending rose 1.5% and
government purchases fell 1.4%. Year-over-year GDP
rose a moderate 2.2% in Q2. Economic concerns in the
European Union persist and have clearly affected
sentiment in the U.S. economy and influenced growth
trajectories in emerging market economies as well.

July was a mixed bag for equities as U.S. stocks and Non-
US stocks were up about 1% for the month. Within the
U.S. markets, Value performed in-line with growth and
large caps outperformed small caps. The Russell 1000
Growth Index was up +1.3% for the month and the
Russell 1000 Value Index was up +1.0%. The Russell
2000 Growth Index was down -1.7% and the Russell
2000 Value was down -1.0%. The S&P 500 Index ended
the month up +1.4%.

The S&P 500 Index has a trailing 12-month P/E ratio of
15.6 (estimated P/E ratio of 13.3 on forward looking

twelve-month operating earnings) and a dividend yield of
2.1%.

According to Thomson Reuters data, of the 294
companies in the S&P 500 that reported 274 quarter
earnings to date, 67% reported earnings above analyst
expectations. However, on the revenue side, only 42%
of companies beat revenue estimates so far, well below
an average of 60% from the last four years. Exxon Mobil
reported a quarterly profit of nearly $16 billion, the
highest ever for a U.S. corporation.

Corporate merger highlights for the month included:
Anheuser-Busch InBev will buy the half of Corona it
doesn’t already own for $20.1 billion; Centerbridge
Partners extended its $1.09 billion tender offer to buy all
outstanding shares of P.F. Chang’s; Dell will buy Quest
Software for $2.4 billion; Micron Technology will buy
Elpida Memory of Japan for $2.5 billion; German gas
and engineering company Linde made a $4.6 billion offer
to acquire U.S.-based homecare health company Lincare;
MModal, the largest provider of medical transcription
services agreed to be acquired by a JPMorgan Chase unit
for about $1.1 billion; VW announced a deal to complete
the takeover of Porsche buy the end of July; Campbell
Soup will buy Bolthouse Farms for $1.55 billion;
Comcast’s NBCUniversal will sell its stake in A&E
Television Networks to Disney and Hearst for $3.0

billion; China’s aerospace manufacturer Superior
Aviation Beijing will buy Hawker Beechcraft’s business
jet and general aviation operations for $1.8 billion;
Dentsu, a Japanese advertising company, will acquire
Britain’s Aegis Group for $4.9 billion; Darden
Restaurants will acquire casual dining chain Yard House
USA for $585 million; GlaxoSmithKline will buy Human
Genome Sciences for about $3 billion; TPG will acquire
Par Pharmaceutical for $1.9 billion; Thermo Fisher will
buy transplant diagnostics test provider One Lambda for
$925 million; Ryanair submitted an $854 million takeover
bid for Air Lingus Group; State Street will purchase
Goldman Sachs Administration Services for $550
million; Cogeco Cable, a Montreal-based cable-television
company, will buy Atlantic Broadband for $1.36 billion;
PPG Industries plans to merge its chemicals business
with Georgia Gulf in a deal worth $2.1 billion; Heineken
made a $4.06 billion offer to acquire Singapore beverage
maker Fraser & Neave’s entire stake in Asia Pacific
Breweries; Nexen, a Canadian oil producer, agreed to be
acquired by China’s CNOOC for $15.1 billion; Peet’s
Coffee & Tea is being taken private for approximately
$977 million; Genesee & Wyoming will buy Rail America
for $1.4 billion; NRG Energy and GenOn Energy
announced a $1.7 billion merger deal; Talisman will sell a
49% stake in the North Sea to Sinopec for $1.5 billion;
United Technologies closed its largest acquisition ever,
buying aircraft equipment maker Goodrich for $16.5
billion; Chicago Bridge & Iron, an energy infrastructure
construction company, will acquire Shaw Group for
$3.04 billion; and, Roper Industries will buy Sunquest
Information Systems for $1.42 billion.

FIXED INCOME

The unemployment rate in the U.S. edged higher in May
to 8.2% from 8.1%, the first increase in a year. U.S.
employers added only 80,000 jobs in June, a third straight
month of weak hiring that shows the economy is still
struggling three years after the recession officially ended.

The IMF trimmed its world economic outlook by 0.1 %
to 3.5% growth in 2012.

The FOMC minutes of its June 19-20 meeting reveal:
“several (members) noted that additional policy action
could be warranted if the economic recovery were to lose
momentum, if the downside risks to the forecast became
sufficiently pronounced, or if inflation seemed likely to
run persistently below the Committee’s (target).” These

Strategic Investment Solutions, Inc.
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minutes suggest QE3 sometime later this year is an
option, however it is not a foregone conclusion or even
the most likely based case.

Long-term interest rates fell in the month of July. The
bellwether 10-year Treasury note ended the month
yielding 1.47% down from 1.67% at the close of June.
At month-end, the 30-year bond yield was 2.55% with
the 3-month T-bill at 0.01%. The Barclays Capital US
Aggregate Index was up by 1.4% in July with long credit
the strongest sector up by a strong 5.4% for the month.

On the economic front, the following key data was
released in July:

THE GOOD

*Personal income increased 0.2% in May and the
personal savings rate rose to 3.9% from 3.7%.

*The Commerce Dept. reported that construction
spending rose 0.9% in May, following a 0.6% rise in
April.

*The Commerce Dept. reported that factory orders
increased a better-than-expected 0.7% in May following
2 months of decline.

*Chrysler’s U.S. auto sales rose 20% in June, GM’s
increased 16%, Ford’s climbed 7%, Nissan’s jumped
28% and Toyota’s surged 60%.

*U.S. businesses and consumers filing for bankruptcy fell
14% in the first half of 2012 to 632,132, the lowest total
since before the financial crisis in 2008.

*The Commerce Dept. reported that the U.S. trade
deficit shrank 3.8% to $48.7 billion in May.

*The Labor Dept. reported that its producer price index
increased a slight 0.1% in June following a steep drop of
1.0% in May.

*The Federal Reserve reported that industrial production
increased 0.4% in June boosted by output at factories,
especially automakers.

*Housing starts rose 6.9% in June from May to a
seasonally adjusted annual rate of 760,000 the highest
October 2008.

*Median prices of existing homes jumped for the third
month, rising 7.9% in June to $189,400.

THE NOT SO GOOD

*Consumer spending was unchanged in May, failing to
rise for the first time since November, after nudging up
0.1% the prior month.

*The U.S. Manufacturing Purchasing Managers Index
stood at 52.5 in June, down from May’s reading of 54.0
and the lowest reading since December.

*Nearly 3 in 10 U.S. homeowners with mortgages have
no equity in their homes or less than 5%.

*June retail sales were slow as the Thomson Reuters
index rose just 0.1%, less than the 0.5% analysts
expected.

*The U.S. government ran a budget deficit of $60 billion
in June, pushing the deficit to $904 billion for the first
nine months of fiscal 2012.

*The Commerce Dept. reported that retail sales slipped
0.5% in June, the 3 consecutive month of decline.
*The Philadelphia Federal Reserve Bank reported that its
business activity index rose to minus 12.9 from minus
16.6 in June, missing economists’ expectations for a
stronger rebound to minus 8.0.

*The Conference Board reported that its Leading
Economic Index fell 0.3% to 95.6 in June after rising
0.4% in May.

*Sales of existing homes dropped 5.4% in June to a
seasonally adjusted annual rate of 4.37 million.

*The Markit Flash U.S. manufacturing purchasing
managers’ index dropped to 51.8 in July from 52.5 in
June, marking the 4t straight month of slower growth
and its weakest showing since December, 2010.

*The Commerce Dept. reported that new single-family
home sales tumbled 8.4% to a seasonally adjusted
350,000-unit annual rate, the lowest rate in five months.
*The Commerce Dept. reported that durable goods
orders excluding transportation dropped 1.1%, the
biggest decline since January, after rising 0.8% in May.
*Consumer spending, which makes up about 70% of
economic activity, fell 0.1% in June.

Consumer confidence was mixed in July. The Univ. of
Michigan index fell in July to 72.3 from 73.2 in June, the
lowest since December. However, the Conference
Board’s index of consumer attitudes climbed to 65.9
from an upwardly revised 62.7 in June.

Strategic Investment Solutions, Inc.

Page 3 of 19



MARKET UPDATE

For juLy 2012

NON-U.S. MARKETS

The European Central Bank (ECB) cut all three
administered rates by 25 basis points, thereby leaving the
key policy rate — the minimum bid rate — at a record low
75 basis points, the marginal lending rate at 1.50%, and
the deposit rate at zero. Cutting the minimum bid rate
will help the banks in the periphery because they are
heavy borrowers from the ECB.

The news on the labor market conditions in the euro
zone continues to be grim. The overall euro zone
unemployment rate rose to 11.1% in May, leaving it at
the highest ever recorded since Economic and Monetary
Union in 1999.

Spain unveiled new austerity measures designed to slash
65 billion euros from the public deficit by 2014. Finance
ministers from the 17 countries that use the euro
unanimously approved the terms for a bailout loan for
Spanish banks of up to $122 billion. Spanish
unemployment hit 24.6% in the 2d quarter, the highest
level since the Franco dictatorship ended in the mid-
1970s.

U.K. GDP contracted a much greater than expected
0.7% in Q2, its third consecutive decline; by far the most
sever so far. U.K. May industrial production was a
positive surprise as output rose 1.0%, the strongest
reading since March 2010. Retail sales came in weaker
than expected in June, edging up just 0.1%.

The Bank of Japan eased its monetary stance in July. It
left its policy rate target range unchanged at 0.00% to
0.10% and expanded its asset purchase program by 5
trillion yen to 45 trillion yen to maintain the downward
pressure on yields. Retail sales were a disappointment in
June, dropping 1.2%.

China’s economic growth cooled to 7.6% in the 2nd
quarter, this is roughly in line with market expectations
and consistent with the consensus base view of a soft
landing. The CPI inflation rate fell eight ticks in June to
2.2% year-over-year, its lowest level since January 2010.
Inflation peaked at 6.5% last July.

Non-U.S. equities were up for the month of July. The
MSCI ACWI Ex-U.S. was up +1.4% (US dollars) in July.
Developed stocks (EAFE) were up +1.2% while
Emerging Markets gained +2.0% for the month.

CONCLUSION

The record low in yields across developed countries has
left investors continuing to search for higher yielding
instruments. Investors continue to discuss allocating
funds away from core fixed income, particularly
Treasuries, into higher yielding strategies such as
Corporates (including High Yield and Bank Loans),
Emerging Markets Debt, and other more illiquid
strategies such as Direct Lending, Credit Opportunistic
(such as non-Agency RMBS), Distressed Debt and
Rescue Finance, and Mezzanine Debt.

The actions of reaching for yield often have negative
consequences and the potential movement of funds
becomes a somewhat delicate balancing act of reaching
for yield but not overreaching. Also, the type of spread
products outside of sovereign debt are starting to see
meaningful flows which has the effect of compressing
spreads and making them less attractive.

Pension funds realize that having a meaningful allocation
to core fixed income type of instruments will make it
difficult to reach their actuary assumed rates unless
equities perform above double-digit types of returns.
The 10-year U.S. Treasury once again dipped below
1.40% in July and so far the allocation by pension plans
within the Core Fixed Income space has not hurt them
as returns for the past 1 and 5 years are +7.3% and
+6.9% respectively. In addition, the majority of core
fixed income managers are underweight treasuries and
overweight credit and mortgages giving them a yield
advantage over the benchmark.

Another issue is that when volatility spikes up, and risk is
“off” in the markets, treasuries are one of the few assets
that rise in value. Something for investors to consider as
they analyze their overall fixed income structure.

Strategic Investment Solutions, Inc.
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Monthly Market Update

US Equity Indices Trailing Performance

4175
Pag
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Annualized Performance to Date: 1 3 YTD 1 2 3 5 7 10
Ending Jul-12 Month Months Year Years Years Years Years Years
Russell 3000 Index 0.99 -1.54 10.40 7.33 13.93 14.22 1.29 3.84 6.80
Russell TOP 200 Index 1.58 -0.38 11.69 10.41 14.67 13.53 1.05 3.57 5.61
Russell TOP 200 Growth Index 1.91 -1.32 12.99 11.53 17.27 15.25 4.02 5.09 6.06
Russell TOP 200 Value Index 1.25 0.63 10.39 9.30 12.11 11.82 -1.92 2.05 5.18
S&P 500 Index 1.39 -0.78 11.01 9.13 14.27 14.13 1.13 3.76 6.34
Russell 1000 Index 1.19 -1.40 10.68 7.96 14.14 14.26 1.26 3.87 6.66
Russell 1000 Growth Index 1.34 -2.58 11.55 8.26 16.22 15.35 3.46 4.99 6.77
Russell 1000 Value Index 1.03 -0.17 9.80 7.64 12.11 13.19 -1.06 2.65 6.42
Russell Mid-Cap Index 0.23 -3.86 8.22 2.28 12.85 16.20 1.87 4.69 9.60
Russell Mid-Cap Growth Index -0.13 -5.72 7.96 0.67 13.95 15.99 2.34 4.96 9.57
Russell Mid-Cap Value Index 0.55 -2.08 8.38 3.81 11.89 16.45 1.13 4.16 9.35
Russell 2000 Index -1.38 -3.31 7.03 0.19 11.43 13.71 1.69 3.48 8.62
Russell 2000 Growth Index -1.74 -4.04 6.92 -0.51 13.43 14.51 2.72 4.45 9.01
Russell 2000 Value Index -1.02 -2.59 7.13 0.89 9.36 12.83 0.52 241 8.11
DJ US REIT Index 1.90 2.63 17.09 13.38 19.07 29.99 4.04 5.16 11.09
DJ-UBS US Commodity Index TR 6.47 2.06 2.53 -11.40 3.72 4.56 -2.84 0.40 5.68
DJ-UBS US Gold Index TR 0.36 -3.39 2.30 -1.86 15.98 18.27 18.03 19.57 17.20
Non-US Indices Trailing Performance
Annualized Performance to Date: 1 3 YTD 1 2 3 5 7 10
Ending Jul-12 Month Months Year Years Years Years Years Years
MSCI AC World Index ex USA 1.44 -4.62 4.62 -11.73 2.00 4.63 -3.85 4.05 8.46
MSCI AC World Index 1.40 -2.99 7.49 -3.10 7.37 8.77 -1.60 3.90 7.35
MSCI EAFE Index 1.15 -4.02 4.56 -10.99 2.35 3.79 -5.14 2.52 6.84
MSCI Emerging Markets index 2.02 -5.83 6.22 -13.64 0.86 6.94 -0.43 9.63 15.56
ML Global Government Bond Ex. U.S. Index 1.85 1.40 1.11 1.10 7.03 7.41 8.94 6.90 7.46
Euro -2.95 -6.95 -5.13 -14.30 -2.77 -4.58 -2.09 0.20 231
Japanese Yen 2.16 2.23 -1.49 -1.17 5.34 6.82 8.80 5.30 4.37
UK Pound Sterling -0.10 -3.51 0.82 -4.55 0.02 -1.87 -5.07 -1.65 0.03
US Fixed Income Indices Trailing Performance
Annualized Performance to Date: 1 3 YTD 1 2 3 5 7 10
Ending Jul-12 Month Months Year Years Years Years Years Years
ML 3-month T-bill Total Return Index 0.01 0.03 0.05 0.07 0.10 0.12 0.90 1.97 1.85
BarCap Aggregate Bond Index 1.38 2.34 3.78 7.25 5.84 6.85 6.91 5.92 5.65
ML U.S. Corp/Govt Master Index 1.65 2.92 4.49 8.47 6.53 7.45 7.00 5.94 5.81
ML U.S. Corporate Master Index 2.81 3.92 7.81 9.70 8.28 10.22 7.95 6.51 6.88
BarCap Mortgage Backed Securities Index 0.80 1.24 2.47 4.84 4.34 5.39 6.69 5.91 5.36
ML U.S. High Yield Master Index 1.93 2.79 9.09 7.37 10.06 14.51 9.18 8.13 10.42
JPM EMBI Global 4.00 4.73 13.13 11.26 13.81 10.50 9.70 12.70




Below is an overview of the investment manager performance for selected periods:
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Trailing One Trailing Trailing Six Trailing

Month Three Months Twelve

Portfolio Months Months
BlackRock Russell 1000 1.19% -1.38% 5.56% 8.01%
D.E. Shaw Investment Management, LLC 1.69% -1.43% 7.63% 10.36%
T. Rowe Price Associates 1.34% -1.26% 5.7% 9.02%
Barrow, Hanley, Mewhinney & Strauss 0.68% -1.77% 4.46% 5.85%
BlackRock Capital Management, Inc. 1.06% -5.42% 2.81% -1.57%
Large Cap Aggregate 1.15% -2.41% 5.05% 5.62%
The Boston Company -1.42% -4.09% 0.22% 6.26%
Chartwell Investment Partners -2.00% -7.19% -0.03% 1.63%
Jennison Associates -1.46% -4.55% -2.35% -1.04%
Small Cap Aggregate -1.62% -5.26% -1.08% 1.45%
Artio Global Investors N/A N/A N/A N/A
Baillie Gifford 2.25% -4.26% N/A N/A
Eaton Vance - Parametric 0.21% -6.05% N/A N/A
Mondrian Investment Partners 0.18% -3.37% -1.62% -8.69%
Pyramis Global Advisors - 0.89% -7.711% N/A N/A
International Aggregate 0.94% -4.42% -1.44% -12.23%
Total Equity 0.67% -3.46% 2.11% -0.78%
Aberdeen Asset Management 1.67% 2.81% 4.47% 8.81%
Angelo Gordon N/A 2.82% 9.76% 7.13%
Brigade Capital Management 1.67% 2.31% 6.30% 7.97%
Brown Brothers Harriman 2.05% 3.25% 421% 10.56%
Franklin Templeton 2.48% 0.09% 3.94% 1.56%
Pyramis Global Advisors 1.66% 2.95% 4.09% 8.26%
Western Asset Management 2.05% 3.35% 8.88% 9.28%
Total Fixed Income 1.84% 2.41% 5.46% 7.44%
Private Equity (1) N/A 7.61% 11.20% 3.50%
AQR’s Global Risk Premium (Risk Parity) N/A -0.98% 0.76% 1.96%
AQR’s Delta Fund (Hedge Fund) N/A 0.03% 0.02% 0.04%
SSgA/SSARIS Commodity 6.60% 2.75% 8.31% -0.64%
Total Alternative Investments N/A N/A N/A N/A
Invesco Realty Advisors N/A 1.70% 3.50% 8.98%
Cash 0.05% 0.15% 0.37% 0.66%
Total Portfolio 1.09% -1.29% 2.93% 1.78%
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San Mateo County

Summary of Fund Performance With 4 Years
Rates of Return Total

Periods Ending July 31, 2012

STATE STREET

1 Moelth 10 INCEPT.
MKT VAL Month QTR S FYTD 1Year 2Years 3Years 4 Years 5Years Years ITD DATE
DOMESTIC EQUITY
BLACKROCK RUSSELL 1000 INDEX FUND 145,654,149 119 -1.38 5.56 1.19 8.01 1420 14.33 4.54 1.33 6.70 8.20 04/01/1995
DE SHAW INVESTMENT MGT, LLC 121,955,364 1.69 -1.43 7.63 169 10.36 1566 15.18 15.18 08/01/2009
RUSSELL 1000 1.19 -1.40 5.54 1.19 7.96 1414 14.26 4.47 1.26 6.66
T. ROWE PRICE ASSOCIATES 118,115,906 1.34 -1.26 5.79 1.34 9.02 1449 13.84 13.84 08/01/2009
S&P 500 139 -0.78 6.25 1.39 9.13 14.27 14.13 14.13
BARROW HANLEY 163,277,421 0.68 -1.77 4.46 0.68 5.85 1220 13.03 13.03 08/01/2009
Russell 1000 Value Index 1.03 -0.17 5.80 1.03 764 1211 13.19 13.19
BLACKROCK 166,539,803 1.06 -5.42 2.81 1.06 -1.57 10.28 1147 11.47 08/01/2009
Russell 1000 Growth Index 1.34 -2.58 5.27 1.34 8.26 16.22 15.35 15.35
LARGE CAP AGGREGATE 715,542,643 115 -2.41 5.05 1.15 5.62 1299 13.08 3.07 0.13 6.08 7.85 04/01/1995
RUSSELL 1000 1.19 -1.40 5.54 1.19 796 14.14 14.26 4.47 1.26 6.66 8.17
BOSTON COMPANY ASSET MGT, LLC 51,355,715 -1.42 -4.09 022 -142 6.26 10.84 13.63 13.63 08/01/2009
RUSSELL 2000 VALUE -1.02 -2.59 0.45 -1.02 0.89 9.36 12.83 12.83
CHARTWELL INVESTMENT MGMT 59,843,616 -2.00 -7.19 -0.03 -2.00 163 17.08 18.73 4.97 2.85 6.00 12/01/2004
RUSSELL 2000 GROWTH -1.74 -4.04 -0.52 -1.74 -0.51 1343 1451 4.41 2.72 4.97
JENNISON ASSOCIATES 83,446,978 -146 455 -235 -146 -1.04 1345 16.87 6.27 6.30 04/01/2008
SMALL CAP AGGREGATE 194,646,309 -1.62 -526 -1.08 -1.62 145 13.89 16.66 4.51 0.11 7.05 4.83 07/01/1999
RUSSELL 2000 -1.38 -3.31 -0.03 -1.38 0.19 1143 1371 3.90 1.69 8.62 5.60
DOMESTIC EQUITY AGGREGATE 910,188,953 0.55 -3.03 3.65 0.55 470 13.16 13.78 3.39 0.16 6.30 7.06 07/01/1995
SAMCERA DOMESTIC EQUITY BENCHMA 0.60 -1.83 4.24 0.60 6.17 1349 1411 4.35 1.35 7.08
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San Mateo County

Summary of Fund Performance With 4 Years
Rates of Return Total

Periods Ending July 31, 2012

STATE STREET

1 Moelth 10 INCEPT.
MKT VAL Month QTR S FYTD 1Year 2Years 3Years 4 Years 5Years Years ITD DATE
INTERNATIONAL EQUITY
ARTIO GLOBAL INVESTOR 3,819,128 12/01/2004
MSCI ACWI ex US GROWTH (GROSS) 1.86 -5.05 -0.78 1.86 -11.61 3.14 5.74 -2.72 -3.26 5.01
BAILLIE GIFFORD OVERSEAS LIMITED 142,519,600 225 -4.26 2.25 -4.26 05/01/2012
MSCI ACWI ex US GROWTH (GROSS) 186 -5.05 1.86 -5.05
EATON VANCE MANAGEMENT 51,092,245 0.21 -6.05 0.21 -7.38 04/01/2012
MSCI Em Markets (USD) GDR 2.02 -5.83 2.02 -6.92
MONDRIAN INVESTMENT PARTNERS 183,268,077 0.18 -3.37 -1.62 0.18 -8.69 3.18 488 -1.78 -3.46 4.88 12/01/2004
MSCI ACWI EX US VALUE (GROSS) 1.03 -4.19 -3.34 1.03 -11.87 0.81 3.49 -2.19 -4.49 4.55
PYRAMIS 41,445,739 0.89 -7.71 0.89 -7.80 04/01/2012
MSCI ACWI ex US Small Cap Gross 059 -7.51 0.59 -8.24
TOTAL INTERNATIONAL EQUITY 422,144,788 094 -442 -1.44 0.94 -12.23 1.06 3.02 -449 573 6.10 5.01 10/01/1996
MSCI AC WORLD ex US (GROSS) 1.44 -4.62 -2.05 144 -11.73 2.00 4.63 -2.44 -3.85 8.46 4.91
TOTAL EQUITY AGGREGATE 1,332,333,741 0.67 -3.46 2.1 0.67 -0.78 9.32 10.34 098 -1.62 6.13 6.69 04/01/1995
SAMCERA TOTAL EQUITY BENCHMARK 0.89 -2.75 2.12 0.89 -0.17 9.54 10.94 2.15 -0.31 7.23
PRIVATE EQUITY
ABRY ADVANCED SEC Il LP 8,243,028 0.00 1272 27.67 0.00 6.72 -5.56 06/01/2011
ABRY PARTNERS VII LP 2,235,148 0.00 6.73 11.71 0.00 12.21 09/01/2011
EMERGENCE CAPITAL PARTNERS IIl, LP 174,721 -27.20 -27.20 -27.20 07/01/2012
GENERAL CATALYST GROUP 244,214 -20.93 -20.93 -92.99 -20.93 -92.99 02/01/2012
NEW ENTERPRISE ASSOCIATES 14, LP 900,000 0.00 0.00 0.00 06/01/2012
REGIMENT CAPITAL FUND 5,413,547 1.07 1.07 1.94 1.07 4.95 4.95 08/01/2011
SYCAMORE PARTNERS LP 8,257,334 07/01/2012
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San Mateo County

Summary of Fund Performance With 4 Years

Rates of Return Total
Periods Ending July 31, 2012

STATE STREET

6
1 Month 10 INCEPT.
MKT VAL Month QTR S FYTD 1VYear 2 Years 3 Years 4 Years 5Years Years ITD DATE
SHERIDAN PRODUCTION PARTNERS 2,094,001 0.00 10.15 -5.64 0.00 -0.09 -73.89 11/01/2010
RUSSELL 3000 + 3% 1.24 -0.81 6.65 1.24 10.53 14.20
TOTAL PRIVATE EQUITY 27,561,993 -0.28 7.61 11.20 -0.28 3.50 -74.32 11/01/2010
PRIVATE EQUTIY BENCHMARK 1.24 -0.81 6.65 1.24 10.53
RISK PARITY
AQR GLOBAL RISK PREM III LP 152,629,042 0.00 -0.98 0.76 0.00 1.96 6.68 03/01/2011
TOTAL RISK PARITY 152,629,042 0.00 -0.98 0.76 0.00 1.96 6.68 03/01/2011
RISK PARITY BENCHMARK 1.15 0.07 4.33 1.15 7.77
HEDGE FUND
AQR DELTAFUND II, L.P. 68,994,735 -0.00 0.03 0.02 -0.00 0.04 -0.31 06/01/2011
LIBOR + 4% 0.35 1.05 2.10 0.35 4.26 4.25
HEDGE FUND COMPOSITE 68,994,735 -0.00 0.03 0.02 -0.00 0.04 -0.31 06/01/2011
LIBOR + 4% 0.35 1.05 2.10 0.35 4.26 4.25
COMMODITIES
SSGA MULTISOURCE ACT COMM NL 74,518,389 6.60 2.75 8.31 6.60 -0.64 -0.64 08/01/2011
TOTAL COMMODITIES 74,518,389 6.60 2.75 8.31 6.60 -0.64 -0.64 08/01/2011
DJ-UBS COMMODITY 6.46 2.04 0.01 6.46 -11.45 -11.45
DOMESTIC FIXED INCOME
ABERDEEN ASSET MANAGEMENT 113,787,291 1.67 2.81 4.47 1.67 8.81 8.06 10.15 6.97 5.53 5.24 6.31 06/01/2000
ANGELO GORDON GECC PPI FUND 30,212,117 0.00 2.82 9.76 0.00 713 14.25 17.29 12/01/2009
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San Mateo County

Summary of Fund Performance With 4 Years
Rates of Return Total

Periods Ending July 31, 2012

STATE STREET

6
1 Month 10 INCEPT.
MKT VAL Month QTR S FYTD 1Year 2Years 3Years 4 Years 5Years Years ITD DATE
PYRAMIS GLOBAL ADVISORS 92,858,401 1.66 2.95 4.09 1.66 8.26 7.36 9.13 8.91 7.55 6.74 02/01/2006
WESTERN ASSET MGMT 91,938,436 2.05 3.35 8.88 2.05 9.28 8.56 10.97 9.71 7.58 6.30 11/01/2004
Barclays Aggregate Bond 1.38 2.34 2.88 1.38 7.25 5.84 6.85 7.10 6.91 5.65
BRIGADE CAPITAL MANAGEMENT 54,664,785 1.67 2.31 6.30 1.67 7.97 10.22 10.22 08/01/2010
Barclays BA Intermediate HY Index 1.99 3.09 5.97 1.99 9.04 10.14 10.14
BROWN BROTHERS HARRIMAN & CO 82,739,951 2.05 3.25 4.21 205 1056 11.07 11.07 08/01/2010
Barclays US TIPS Index 2.02 3.29 3.89 2.02 10.06 11.02 11.02
INTERNATIONAL FIXED INCOME
FRANKLIN TEMPLETON INVESTMENTS 108,702,671 2.48 0.09 3.94 2.48 1.56 5.45 01/01/2011
Barclays Multiverse 1.18 0.62 1.14 1.18 1.94 5.37
TOTAL FIXED INCOME
TOTAL FIXED INCOME AGGREGATE 574,903,652 1.84 2.41 5.46 1.84 7.44 8.13 10.23 8.65 6.98 5.86 6.25 01/01/1996
SAMCERA TOTAL FIXED INCOME BENCH 1.69 2.39 3.13 1.69 7.12 6.67 7.41 7.52 7.24 5.82 6.04
REAL ESTATE
INVESCO REAL ESTATE 146,917,122 0.00 1.70 3.50 0.00 8.98 16.62 8.03 -3.02 -0.79 5.97 10/01/2004
TOTAL REAL ESTATE AGGREGATE 146,917,122 0.00 1.70 3.50 0.00 8.98 16.62 8.03 -3.02 -0.79 7.63 7.58 01/01/1997
SAMCERA NCREIF NFI ODCE EW (Gross) 0.00 2.66 5.55 0.00 1232 1592 7.45 -2.73 -0.44 6.72 7.60
CASH EQUIVALENTS
SAMCERA GENERAL ACCOUNT 6,194,721 0.02 0.04 0.09 0.02 0.16 0.30 0.27 0.49 1.18 2.03 2.64 07/01/1999
SAMCERA TREASURY & LAIF 64,003,758 0.05 0.19 0.41 0.05 0.91 1.03 1.00 -0.21 0.62 1.92 3.32 07/01/1994
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San Mateo County

Summary of Fund Performance With 4 Years
Rates of Return Total

Periods Ending July 31, 2012

STATE STREET,

6
1 Month 10 INCEPT.
MKT VAL Month QTR S FYTD 1VYear 2 Years 3 Years 4 Years 5Years Years ITD DATE
TOTAL CASH AGGREGATE 70,198,479 0.05 0.15 0.37 0.05 0.66 0.84 0.85 -0.06 0.71 1.93 2.57 07/01/1999
91 DAY T-BILL 0.01 0.03 0.05 0.01 0.07 0.10 0.12 0.29 0.90 1.85 2.49
TOTAL FUND
TOTAL FUND 2,448,057,153 1.09 -1.29 2.93 1.09 1.78 9.36 10.08 3.01 1.02 6.30 6.13 01/01/1996
SAMCERA TOTAL PLAN POLICY BENCHM 1.21  -0.69 3.08 1.21 3.54 9.98 10.48 4.12 2.40 7.19 6.44
ACTUARIAL DISCOUNT RATE 0.60 1.86 3.78 0.60 7.73 7.74 7.74 7.74 7.75 7.87
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San Mateo County Employees' Retirement Association

Monthly Performance Review
Period Ending July 31, 2012

Actual versus Target Allocation

Allocation Percentage Rebalance
Portfolio Market Value Current  Target * Off Target Range
BlackRock Russell 1000 $145,654,149 5.95% 6.50% -0.55% +3%
D.E. Shaw Investment Management, LLC $121,955,364 4.98% 4.25% 0.73% +3%
T. Rowe Price Associates $118,115,906 4.82% 4.25% 0.57% +3%
Barrow, Hanley, Mewhinney & Strauss $163,277,421 6.67% 6.50% 0.17% +3%
BlackRock Capital Management, Inc. $166,539,803 6.80% 6.50% 0.30% +3%
Large Cap Aggregate $715,542,643 29.23% 28.00% 1.23%
The Boston Company $51,355,715 2.10% 1.75% 0.35% +3%
Chartwell Investment Partners $59,843,616 2.44% 1.75% 0.69% +3%
Jennison Associates $83,446,978 341% 3.50% -0.09% +3%
Small Cap Aggregate $194,646,309 7.95% 7.00% 0.95%
Artio Global $3,819,128 0.16% 0.00% 0.16% +3%
Baillie Gifford $142,519,600 5.82% 6.00% -0.18% +3%
Eaton Vance - Parametrics Emerging Markets $51,092,245 2.09% 2.25% -0.16% +3%
Mondrian Investment Partners $183,268,077 7.49% 8.00% -0.51% +3%
Pyramis Global Advisors - Int'l. Small Cap $41,445,739 1.69% 1.75% -0.06% +3%
International Aggregate $422,144,789 17.24% 18.00% -0.76% +3%
Total Equity $1,332,333,741 54.42% 53.00% 1.42%
Aberdeen Asset Management $113,787,291 4.65% 3.75% 0.90% +2%
Angelo Gordon $30,212,117 1.23% 1.63% -0.39% +2%
Brigade Capital Management $54,664,785 2.23% 1.63% 0.61% +2%
Brown Brothers Harriman $82,739,951 3.38% 3.00% 0.38% +2%
Franklin Templeton $108,702,671 4.44% 4.50% -0.06% +2%
Pyramis Global Advisors $92,858,401 3.79% 3.75% 0.04% +2%
Western Asset Management Company $91,938,436 3.76% 3.75% 0.01% +2%
Total Fixed Income $574,903,652  23.48% 22.00% 1.48%
Private Equity $27,711,993 1.13% 8.00% -0.87% N/A
AQR Global Risk Premium $152,629,042 6.23% 6.00% 0.23% N/A
AQR Delta Fund (Hedge Fund) $68,994,735 2.82% 3.00% -0.18% N/A
SSGA/SSARIS Multisource Comodities $74,518,389 3.04% 3.00% 0.04% N/A
Alternative Investments $323,854,159 13.23% 20.00% -6.77%
INVESCO Realty Advisors $146,917,122 6.00% 5.00% 1.00% +2%
Cash $70,198,479 2.87% 0.00% 2.87%
Total $2,448,207,153  100.00%  100.00%

* SamCERA is in the process of implementing alternative asset allocations. As the allocation is being implemented,
the actual versus target returns and target allocations will be impacted.
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San Mateo County Employees' Retirement Association

Monthly Performance Review
Period Ending July 31, 2012

Change in Portfolio Market Value by Manager

Current Prior % Change Prior % Change
: Portfolio Month Month One Month Year One Year
BlackRock Russell 1000 $145,654,149 $153,943,277 -5.4% $108,140,565 34.7%
D.E. Shaw Investment Management, LLC $121,955,364 $119,924,431 1.7% $103,500,280 17.8%
T. Rowe Price Associates $118,115,906 $116,549,589 1.3% $102,025,057 15.8%
Barrow, Hanley, Mewhinney & Strauss $163,277,421 $162,168,131 0.7% $144,314,087 13.1%
BlackRock Capital Manag , Inc. $166,539,803 $164,790,584 1.1% $155,220,030 7.3%
Large Cap Aggregate $715,542,643 $717,376,012 -0.3% $613,200,018 16.7%
The Boston Company $51,355,715 $52,097,130 -1.4% $44,054,415 16.6%
Chartwell Investment Partners $59,843,616 $61,065,540 -2.0% $52,161,671 14.7%
J ion Associates $83,446,978 $84,679,437 -1.5% $92,484,975 -9.8%
Small Cap Aggregate $194,646,309 $197,842,107 -1.6% $188,701,061 3.2%
Baillie Gifford - Funded on April 3rd $142,519,600 $139,386,629 22% $0 N/A
Eaton Vance - Parametrics Emerging Markets $51,092,245 $50,987,331 0.2% $0 N/A
Mondrian Investment Partners $182,940,496 $182,935474 0.0% $192,011,447 -4.7%
Artio Global Investor- Mgr Terminated 3-20-2012 $3,819,128 $3,832,423 -0.3% $183,313,991 -97.9%
Pyramis Global Advisors - Int'l. Small Cap $41,445,739 $41,081,381 N/A $0 N/A
International Aggregate $422,144,789 $418,223,238 0.9% $375,325,437 12.5%
Total Equity $1,332,333,741 $1,333,441,357 -0.1% $1,177,226,516 13.2%
Aberdeen Asset Management $113,787,291 $111,920,128 1.7% $104,983,039 8.4%
Angelo Gordon $30,212,117 $30,071,839 0.5% $37,803,179 -20.1%
Brigade Capital Management $54,664,785 $53,135,865 2.9% $49,134,510 11.3%
Brown Brothers Harriman $82,739,951 $81,078,362 2.0% $75,082,202 9.3%
Franklin Templeton $108,702,671 $106,075,069 2.5% $106,530,860 2.0%
Pyramis Global Advisors $92,858,401 $91,338,815 1.7% $106,013,076 -12.4%
Western Asset Management Company $91,938,436 $90,089,574 2.1% $104,138,931 -11.7%
Total Fixed Income $574,903,652 $563,709,652 2.0% $584,285,796 -1.6%
Private Equity $27,711,993 $19,287,369 43.7% $8,928,175 210.4%
Risk Parity $152,629,042 $150,483,687 1.4% $150,245,200 1.6%
Hedge Funds $68,994,735 $69,730,131 -1.1% $69,604,360 0.9%
Commodities $74,518,389 $69,902,427 6.6% $73,086,065 2.0%
Alternative Investments $323,854,159 $309,403,614 4.7% $301,863,799 7.3%
INVESCO Realty Advisors $146,917,122 $144,721,125 1.5% $126,673,968 16.0%
Cash $70,198,479 $5,334,594 1215.9% $8,283,950 747.4%
Total $2,448,207,153 $2,356,610,342 3.9% $2,198,334,030 11.4%
Change in Asset Allocation by Asset Class

Current Prior Absolute Prior Absolute
Month Month Change Year Change
Total Equity 54.4% 56.6% -2,2% 53.6% 0.9%
Total Fixed Income 23.5% 23.9% -0.4% 26.6% -3.1%
Alternative Investments 13.2% 13.1% 0.1% 13.7% -0.5%
Real Estate 6.0% 6.1% -0.1% 5.8% 0.2%
Cash 2.9% 0.2% 2.6% 0.4% 2.5%

Total 100.0% 100.0% 100.0%

12-08-6.1_Performance_07-31-2012_3.xIsx
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San Mateo County Employees' Retirement Association
Monthly Performance Review
Period Ending July 31,2012

Aggregate Performance

Trailing Trailing Trailing Fiscal Year
One Three Six Twelve to Date (1) Two Three Five Ten
Market Value Month Months Months Months One Month Years Years Years Years
Equity Aggregate $1,332,333,741 0.67% -3.46%! 2.11% -0.78% 0.67% 9.32% 10.34% -1.62%) 6.13%
Equity Composite Benchmark 0.89% -2.75% 2.12% -0.17% 0.89% 9.54% 10.94% -0.31%! 7.23%
Variance -0.22% -0.71% -0.01% -0.67% -0.22% -0.22% -0.60% -1.31% -1.10%
Private Equity Aggregate $27,711,993 N/A 7.61% 11.20%! 3.50% N/A N/A N/A N/A N/A
Private Equity Composite Benchmark N/A -0.81% 6.65% 10.53%)| N/A N/A N/A N/A N/A
Variance NA 8.42% 455%]  -7.03% N/A N/A N/A N/A N/A
Risk Parity Aggregate $152,629,042 N/A -0.98% 0.76% 1.96% N/A N/A N/A N/A N/A
Risk Parity Benchmark (60/40 Portfolio) N/A 0.07% 4.33% 7.77% N/A N/A N/A N/A N/A
Variance N/A ~1.05% 3.57%|  -5.81% N/A N/A N/A N/A N/A
Hedge Fund Aggregate $68,994,735 N/A 0.03% 0.02% 0.04% N/A N/A N/A N/A N/A
Hedge Fund Benchmark (LIBOR + 4%) N/A 1.05% 2.10% 4.26% N/A N/A N/A N/A N/A
Variance N/A -1.02% -2.08% -4.22% N/A N/A N/A N/A N/A
Commodities $74,518,389 6.60% 2.75% 8.31% -0.64% 6.60% N/A N/A N/A N/A
DJ - UBS Commodity Benchmark 6.46% 2.04% 0.01% -11.45% 6.46% N/A N/A N/A N/A
Variance 0.14% 0.71% 8.30%| _ 10.81% 0.14%] _N/A N/A N/A N/A
Fixed Income Aggregate $574,903,652 1.84% 241% 5.46% 7.44% 1.84% 8.13% 10.23% 6.98% 5.86%
Fixed Income Composite Benchmark 1.69% 2.39% 3.13% 7.12%) 1.69% 6.67% 7.41% 7.24% 5.82%
7-n'am 0.15% 0.02% 2.33% 0.32% 0.15% 1.46% 2.82% -0.2‘-;‘ 0.04%
Real Estate Aggregate ) $146,917,122 N/A! 1.70% 3.50% 8.98% N/A 16.62%| 8.03% -0.79% 7.63%
NCREIF NFI ODCE EW (Gross) N/A! 2.66% 5.55% 12.32% N/A 15.92%! 7.45% -0.44% 6.72%
Variance N/A -0.96% -2.05-" -3.34% N/A 0. ?0" 0.58% -0.35% 0.91%
Cash Aggregate $70,198.479 0.05% 0.15% 0.37% 0.66% 0.05% 0.84% 0.85% 0.71% 1.93%
91 Day Treasury Bill 0.01% 0.03% 0.05% 0.07% 0.01% 0.10% 0.12% 0.90% 1.85%
Variance 0.04% 0.12% 0.32% 0.59% 0.04% 0.74% 0.73% -0.19% 0.08%
Total Fund Returns $2,448,207,153 1.09% -1.29%! 2.93% 1.78% 1.09% 9.36% 10.08%| 1.02% 6.30%
Total Plan Policy Benchmark 1.21%! -0.69% 3.08% 3.54% 1.21%! 9.98% 10.48% 2.40% 7.19%
Variance T 0.12% ~0.60% 0.15%] __ -L76% 0.12%]  0.62%] _ -0.40%] _ -1.38%| _ -0.89%
Performance versus Actuarial Discount Rate
Total Fund Returns $2,448,207,153 1.09% -1.29% 2.93% 1.78% 1.09% 9.36% 10.08% 1.02% 6.30%
Actuarial Discount Rate 0.60% 1.86%!| 3.78% 7.73% 0.60% 7.74% 7.74% 7.75% 7.87%
Variance 0.49% 3.05% 0.35%] _ -5.95% 0.49% 1.62% 2.34%|  673%]  -L57%
(1) SamCERAs Fiscal vear & 7/1 through 630

(2) The Real Estate Aggregate prior to 1299 includes REIT returns

12-08-6.1_Performance_07-31-2012_3.xlsx

Page 14 of 19

Page 10



61 Jo G| ebed

12-08-6.1_Performance_07-31-2012_3.xlsx

San Mateo County Employees’ Retirement Association
Monthly Performance Review
Period Ending July 31, 2012

Manager & Benchmark Performance

Manager Performance

O]
Trailing Trailing Trailing Fiscal Year
One Three Six Twelve 1o Date One Two Three Five Ten
Portfolio Month Months Months Months One Month Year Years Years Years Years
BlackRock Russell 1000 1.19% -1.38% 5.56% 8.01% 1.19% 8.01% 14.20% 14.33% 1.33% 6.70%
D.E. Shaw Investment Management, LLC 1.69% -1.43% 7.63% 10.36% 1.69% 10.36% 15.66% 15.18% N/A N/A
T. Rowe Price Associates 1.34% -1.26% 5.79% 9.02% 1.34% 9.02% 14.49% 13.84% N/A N/A
Barrow, Hanley, Mewhinney & Strauss 0.68% -1.77% 4.46% 5.85% 0.68% 5.85% 12.20% 13.03% N/A N/A
BlackRock Capital Management, Inc. 1.06% -5.42% 2.81% -1.57% 1.06% -1.57% 10.28% 11.47% N/A N/A
Large Cap Aggregate 1.15% “241% 5.05% 5.62% 1.15% 5.62% 12.99% 13.08% 0.13% 6.08%
The Boston Company -1.42% -4.09% 0.22% 6.26% -1.42% 6.26% 10.84% 13.63% N/A N/A
Chartwell Investment Partners -2.00% -7.19% -0.03% 1.63% -2.00% 1.63% 17.08% 18.73% 2.85% N/A
Jennison Associates -1.46% -4.55% -2.35% -1.04% -1.46% -1.04% 13.45% 16.87% N/A N/A
Small Cap Aggregate -1.62% -5.26% -1.08% 1.45% -1.62% 1.45% 13.89% 16.66% 0.11% 7.05%
Baillie Gifford 2.25% -4.26% N/A N/A 2.25% N/A N/A N/A N/A N/A
Eaton Vance - Parametrics Emerging Markets 0.21% -6.05% N/A N/A 0.21% N/A N/A N/A N/A N/A
Mondrian Investment Partners 0.18% -3.37% -1.62% -8.69% 0.18% -8.69% 3.18% 4.88% -3.46% N/A
_Pyramis Global Advisors - Int'l. Small Cap 0.89% -1.71% N/A N/A 0.89% N/A N/A N/A N/A
International Aggregate 0.94% 442% SL44% 212.23% 0.94% __-12.23% 1.06% 3.02% 10%
Total Equity 0.67% -3.46% 2.11% 0.78% 0.67% ___-0.78% 9.32% 10.34% 6.13%
Aberdeen Asset Management 1.67% 2.81% 4.47% 8.81% 1.67% 8.81% 8.06% 10.15% 5.53% 5.24%
Angelo Gordon N/A 2.82% 9.76% 7.13% N/A 7.13% 14.25% N/A N/A N/A
Brigade Capital Management 1.67% 231% 6.30% 7.97% 1.67% 7.97% 10.22% N/A N/A N/A
Brown Brothers Harriman 2.05% 3.25% 4.21% 10.56% 2.05% 10.56% 11.07% N/A N/A N/A
Franklin Templeton 2.48% 0.09% 3.94% 1.56% 2.48% 1.56% N/A N/A N/A N/A
Pyramis Global Advisors 1.66% 2.95% 4.09% 8.26% 1.66% 8.26% 7.36% 9.13% 7.55% N/A
Western Asset Mnnwcm Company 2.05% 3.35% 8.88% 9.28% 2.05% 9.28% 8.56% 10.97% 7.58% N/A
Total Fixed Income 1.84% 241% S46% 7.44% 1.84% 7.44% 8.13% 10.23% 6.98% 5.86%
Private Equity N/A 7.61% 11.20% 3.50% N/A 3.50% N/A N/A N/A N/A
Risk Parity N/A -0.98% 0.76% 1.96% N/A 1.96% N/A N/A N/A N/A
Hedge Funds N/A 0.03% 0.02% 0.04% N/A 0.04% N/A N/A N/A N/A
CDmmod_iEics 6.60% 2.75% 8.31% -0.64% 6.60% -0.64% N/A N/A N/A N/A
Alternative Investments N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A
INVESCO R Advisors N/A T0% .50% 13% N/A 71.73% 16.62% 8.03% %, 6.59%
Lash o .05% .15% 0.37% Yo 0.05% 0.84% 0.85% Yo 1.93%
Total 1.09% =1.29% 2.93% % L09% 9.36% % 6.30%
Benchmark Performance
Russell 1000 1.19% -1.40% 5.54% 7.96% 1.19% 7.96% 14.14% 14.26% 1.26% 6.66%
500 1.39% -0.78% 6.25% 9.13% 1.39% 9.13% 14.27% 14.13% N/A N/A
ell 1000 Value 1.03% -0.17% 5.80% 7.64% 1.03% 7.64% 12.11% 13.19% N/A N/A
ssell 1000 Growth 1.34% -2.58% 5.27% 8.26% 1.34% 8.26% 16.22% 15.35% N/A N/A
ssell 2000 -1.38% -3.31% -0.03% 0.19% -1.38% 0.19% 11.43% 13.71% 1.69% 8.62%
ssell 2000 Value -1.02% -2.59% 0.45% 0.89% -1.02% 0.89% 9.36% 12.83% N/A N/A
Russell 2000 Growth -1.74% -4.04% -0.52% -0.51% -1.74% -0.51% 13.43% 14.51% 2.72% N/A
MSCI ACWI ex US (Gross) 1.44% -4.62% -2.05% -11.73% L44%  -11.73% 2.00% 4.63% -3.85% 8.46%
MSCI ACWI ex US Growth (Gross) 1.86% -5.05% N/A N/A 1.86% N/A N/A N/A N/A N/A
MSCI ACWI ex US Value (Gross) 1.03% -4.19% -3.34% -11.87% L03%  -11.87% 0.81% 3.49% -4.49% N/A
MSCI Em Markets (USD) 2.02% -5.83% N/A N/A 2.02% N/A N/A N/A N/A N/A
MSCI ACWI ex US Small Cap Gross 0.59% -7.51% N/A N/A 0.59% N/A N/A N/A N/A N/A
Russell 3000 + 3% (Private Equity) N/A -0.81% 6.65% 10.53% N/A 10.53% N/A N/A N/A N/A
60% Russell 3000 / 40% Barclays Aggregate (Risk Parity) N/A 0.07% 4.43% 1.77% N/A 1.77% N/A N/A N/A N/A
LIBOR +4% (Hedge Fund) N/A 1.05% 2.10% 4.26% N/A 4.26% N/A N/A N/A N/A
DJ - UBS Commaodities Index 6.46% 2.04% 0.01% -11.45% 6.46%  -11.45% N/A N/A N/A N/A
Barclays Capital Aggregate 1.38% 2.34% 2.88% 7.25% 1.38% 7.25% 5.84% 6.85% 6.91% 5.65%
Barclays U.S. TIPS Index 2.02% 3.29% 3.89% 10.06% 2.02% 10.06% 11.02% N/A N/A N/A
BC BA Intermediate High Yield Index 1.99% 3.09% 5.97% 9.04% 1.99% 9.04% 10.14% N/A N/A N/A
Barclays Capital Multiverse Index 1.18% 0.62% 1.14% 1.94% 1.18% 1.94% N/A N/A N/A N/A
NCREIF NFI ODCE EW (Gross) N/A 2.66% 5.55% 12.32% NA  1232% 15.92% 7.45% -0.44% 6.72%
91 Day Treasury Bill 0.01% 0.03% 0.05% 0.07% 0.01% 0.07% 0.10% 0.12% 0.90% 1.85%
SamCERA Plan Policy Benchmark 1.21% -0.69% 3.08% 3.54% 1.21% 3.54% 9.98% 10.48% 2.40% 7.19%
SamCERA Actuarial Discount Rate 0.60% 1.86% 3.78% 7.73% 7.73% 7.73% 7.74% 7.74% 7.75% 7.87%

(1) SamCERA's Fiscal Yearis 7/1 through 630
(2) Refer to page 13 for benchmark details
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San Mateo County Employees' Retirement Association
Monthly Performance Review
Period Ending July 31, 2012

Realized & Unrealized Gain / (Loss)

i) Prior Years
Beginning Realized Contributions/ Ending Accumulated FYTD Ending
Book Balance Gain / (Loss) (Withdrawals) Book Balance Unrealized Unrealized Market Value
Portfolio As 0f 07/01/2012 for the FYTD for the FYTD As 0f 07/31/2012 Gains / (Loss) Gains / (Loss) As o1 07/31/2012

BlackRock Russell 1000 $127,522,003.00 1,716,299 (10,000,000) $119,238,302.43 $26,421,273 ($5,427) $145,654,149
D.E. Shaw Investment Management LLC $111,596,763.76 641,686 $112,238,449.58 $8,327,667 $1,389,247 $121,955,364
T. Rowe Price Associates $96,280,828.30 188,336 $96,469,163.88 $20,268,761 $1,377,981 $118,115,906
Barrow Hanley $132,934,814.16 294,227 $133,229,041.42 $29,233,317 $815,062 $163,277,421
BlackRock $140,210,523.86 (575,574) $139,634,949.38 $24,580,061 $2,324,794 $166,539,804
The Boston Company $47,157,390.99 (61,927) $47,095,463.65 $4,939,739 ($679,488) $51,355,715
Chartwell Investment Partners $53,353,681.05 1,293,024 $54,646,704.93 $7,711,859 ($2,514,948) $59,843,616
Jennison Associates $73,442,059.06 941,814 $74,383,873.22 $11,237,378 (82,174,273) $83.446,978
Artio Global Investors $3.881,475.33 60 $3,881,535.09 ($49,052) ($13,355) $3,819,128
Baillie Gifford $150,718,166.74 (1,125,393) $149,592,773.92 ($11,331,537) $4,258,364 $142,519,600
Eaton Vance - Parametrics $55,000,000.00 $55,000,000.00 ($4,012,669) $104,913 $51,092,245
Mondrian Investment Partners $204,956,669.00 300,449 2,069 $205,259,186.43 ($22,016,173) $25,063 $183,268,077
Pyramis Global Advisors - Int'l Small Cap $45,000,000.00 $45,000,000.00 ($3,918,618) $364,358 $41,445,740
Aberdeen Asset Management $110,872,478.55 628,711 $111,501,189.21 $1,047,650 $1,238,452 $113,787,291
Angelo Gordon $20,805,749.00 (1,008,000) $19,797,749.00 $9,266,090 $1,148,278 $30,212,117
Bridage Capital Management $45,000,000.00 0 $45,000,000.00 $8,766,675 $898,110 $54,664,785
Brown Brothers Harriman $77.,611,879.07 190,285 $77.802,164.55 $3,466,483 $1,471,304 $82,739,951
Franklin Templeton Investments $107,284,238.06 707,342 $107,991,580.00 ($1,209,169) $1,920,260 $108,702,671
Pyramis Global Advisors - Core Bond $61,020,021.70 $61,020,021.70 $30,318,793 $1,519,586 $92,858,401
Western Asset Management Company $88,241,048.16 499,506 $88,740,554.30 $1,827,278 $1,370,604 $91,938,436
Private Equity $18,717,962.60 499,506 8,347,273 $26,992,415.85 $0 $719,577 $27,711,993
AQR's Global Risk Premium $151,925,153.00 (163,429) $151,761,724.00 ($1,441,466) $2,308,784 $152,629,042
AQR's Delta Fund (Hedge Fund) $70,577,270.00 (735,282) $69,841,988.00 ($847,139) ($114) $68,994,735
SSGA/SSARIS Multisource Comodities $75,000,000.00 $75,000,000.00 (5,097,573) $4,615,961.97 $74,518,389
INVESCO Core US Real Estate Fund $140,195,340.86 1,264,750 $141,460,090.58 $4,525,784 $931,247 $146,917,122
Cash $5,986,311.18 (361,339) 64,573,121 $70,198,093.95 $0 $385 $70,198,479

Total $2,215,291,827.43 $6,143,050.17 $61,914,463.22 $2282.777,015.07 $142,015,411.52 $23,414,727.53  $2,448,207,154.12

(1) SamCERA's Fiscal Year is 7/1 through 6/30

12-08-6.1_Performance_07-31-2012_3 .xIsx
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San Mateo County Employees' Retirement Association
Monthly Performance Review
Period Ending July 31, 2012

Cash Flows and Fiscal Year to Date Return

Beginning m Ending
Market Value Earnings / Contributions/ Market Value Fiscal Year Fiscal Year
Balance (Loss) (Withdrawals) Balance to Date Return ~ to Date Return
Portfolio As 0f 07/01/2012  for the FYTD  forthe FYTD  As of 07/31/2012 (Portfolio) (Benchmark)

BlackRock Russell 1000 $127,522,003 $1,716,299 -$10,000,000 $145,654,149 1.19% 1.19%
D.E. Shaw Investment Management, LLC $111,596,764 $641,686 $0 $121,955,364 1.69% 1.19%
T. Rowe Price Associates $96,280,828 $188.336 $0 $118,115,906 1.34% 1.39%
Barrow, Hanley, Mewhinney & Strauss $132,934,814 $294,227 $0 $163,277,421 0.68% 1.03%
BlackRock Capital Management, Inc. $140,210,524 -$575,574 $0 $166,539,804 1.06% 1.34%
The Boston Company $47,157,391 -$61,927 $0 $51.355.715 -1.42% -1.02%
Chartwell Investment Partners $53,353,681 $1,293,024 $0 $59,843.616 -2.00% -1.74%
Jennison Associates $73.442.059 $941.814 $0 $83,446,978 -1.46% -1.38%
Artio Global $3,881,475 $60 $0 $3,819,128 N/A N/A
Baillie Gifford (Funded Aril 3rd) $150,718,167 -$1,125,393 $0 $142,519,600 2.25% 1.86%
Eaton Vance - Parametrics Emerging Markets $55,000,000 $0 $0 $51,092.245 0.21% 2.02%
Mondrian Investment Partners $204,956,669 $300,449 $2.069 $183,268,077 0.18% 1.03%
Pyramis Global Advisors - Int'l. Small Cap $45,000,000 $0 $0 $41,445,740 0.89% 0.59%
Aberdeen Asset Management $110,872.479 $628,711 $0 $113,787,291 1.67% 1.38%
Angelo Gordon $20,805,749 $0 -$1,008,000 $30,212,117 N/A 1.38%
Brigade Capital Management $45,000,000 $0 $0 $54,664,785 1.67% 1.99%
Brown Brothers Harriman $77,611,879 $190,285 $0 $82,739,951 2.05% 2.02%
Franklin Templeton $107,284,238 $707,342 $0 $108,702,671 2.48% 1.18%
Pyramis Global Advisors $61,020,022 $0 $0 $92,858.,401 1.66% 1.38%
Western Asset Management Company $88,241,048 $499,506 $0 $91,938,436 2.05% 1.38%
Private Equity $18,717,963 $499,506 $8,347,273 $27,711,993 N/A N/A
AQR Global Risk Premium $151,925,153 -$163,429 $0 $152,629,042 N/A N/A
AQR Delta Fund (Hedge Fund) $70,577,270 -$735,282 $0 $68,994,735 N/A N/A
SSGA/SSARIS Multisource Comodities $27,711,993 $0 $0 $74,518,389 6.60% 6.46%
INVESCO Realty Advisors $140,195,341 $1,264,750 $0 $146,917,122 N/A N/A
Cash $5,986,311 -$361,339 $64,573,121 $70,198,479 0.05% 0.01%

Total $2,168,003,820 $6,143,050 $61,914,463 $2,448,207,154 1.09% 1.21%

(1) SamCERA's Fiscal Year is 7/1 through 6/30

12-08-6.1_Performance 07-31-2012_3.xIsx
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San Mateo County Employees' Retirement Association

Monthly Performance Review

Period Ending July 31, 2012

Professional Services Fees

Actual Estimated
Market Value Actual Estimated Fiscal Year Annual
Investment Management Fees As 0f 07/31/2012 7/31/2012 9/30/2012 12/31/2012 | 3/31/2013 | 6/30/2013 2012/2013 Fee
BlackRock Russell 1000 $ 145,654,149.00 $6,182 $18,545 $6,182 $80,000
D.E. Shaw Investment Management, LLC $ 121,955,364.00 $50,916 $152,749 $50,916] $700,000
T. Rowe Price Associates $ 118,115,906.00 $34,450 $103,351 $34,450] $480,000
Barrow, Hanley, Mewhinney & Strauss $ 163,277,421.00 $60,540 $181,619 $60,540] $820,000
BlackRock Capital Management, Inc. $ 166,539,803.00 $63,847 $191,540 $63,847] $880,000
The Boston Company $ 51,355,715.00 $36,320 $108,961 $36,320] $500,000
Chartwell Investment Partners $ 59,843,616.00 $37,402 $112,207 $37,402] $540,000
Jennison Associates $ 83,446,978.00 $57,011 $171,032 $57,011] $800,000
Baillie Gifford $ 142,519,600.00 $57,923 $173,770 $57,923] $800,000
Eaton Vance - Parametrics Emerging Markets $ 51,092,245.00 $45,207 $135,620 $45,207] $640,000
Mondrian Investment Partners $ 183,268,077.00 $28,186 $84,559 $28,186] $400,000
Pyramis Global Advisors - Int'l. Small Cap $ 41,445,739.00 $24,396 $73,188 $24,396] $440,000
Aberdeen Asset Management $ 113,787,291.00 $25,974 $77,923 $25,974] $360,000
Angelo Gordon $ 30,212,117.00 $29,167 $87,500 $29,167| $340,000
Brigade Capital Management $ 54,664,785.00 $35,844 $107,533 $35,844|  $460,000
Brown Brothers Harriman $ 82,739,951.00 $10,342 $31,027 $10,342] $120,000
Franklin Templeton $ 108,702,671.00 $35,509 $106,527 $35,509] $440,000
Pyramis Global Advisors $ 92,858,401.00 $14,584 $43,751 $14,584] $180,000
Western Asset Management Company $ 91,938,436.00 $22,985 $68,954 $22,985] $280,000
Private Equity $ 27,711,993.00 $0 $0 $0 N/A
AQR!' Global Risk Premium (Risk Parity) $ 152,629,042.00 $50,161 $150,483 $50,161 N/A
AQR's Delta Fund (Hedge Fund) $ 68,994,735.00 $57,968 $173,904 $57,968 N/A
Ssga/SSARIS Commoditites $ 74,518,389.00 $32,976 $98,927 $32,976 N/A
INVESCO Realty Advisors $ 146,917,122.00 $51,345 $154,035 $51,345] $700,000
Sub-Total $27,711,993 $869,235 $2,607,705 $0 $0 $869,235 $9,960,000
Investment Consultant Fees
Strategic Investment Solutions [ $33,333] $100,000] [ $33,333] $400,000
Global Custodian Fees
State Street Bank & Trust | $54,000] $54,000] | $54,000]  $200,000
Actuarial Consultant Fees
Milliman, Inc. $1,250 $3,750 $1,250 $74,000
Sub-Total $88,583 $157,750 $0 $0 $88,583 $674,000
Total $957,818 $2,765,455 $0 $0 $957,818  $10,634,000

12-08-6.1 Performance 07-31-2012 3.xlsx
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San Mateo County
Benchmark History

Total Plan Policy 1/1/2011 10/1/2010 1/1/2009 5/1/2007 6/1/2000 3/1/1999 9/1/1998 7/1/1996
Russell 1000 27.0% 28.0% 37% 37% 40% 22% 20% 20%
Russell 2000 8.0% 7.0% 9% 9% 10% 15% 15% 15%
S&P 500 5%
Russell 1000 Value 5% 5%
MSCI ACWI -ex US 18.0% 18.0% 21% 21% 15%
MSCI EAFE 20% 20% 20%
Barclays Aggregate 11.0% 12.9% 27% 27% 29% 25% 21% 21%
Barclays BBB 3.3% 1.6%
Barclays TIPS 3.3% 3.0%
Barclays Multiverse 4.4% 4.5%
Citigroup Non-US WGBI unhedged 5% 9% 9%
NCREIF ODCE 5.0% 5.0% 6%
NCREIF Property 6% 6%
Citigroup 10 Yr Treasury + 2% 8% 10% 10%
Russell 3000 + 3% 8.0% 8.0%
60% Russell 3000/40% Barclays Agg 6.0% 6.0%
LIBOR + 4% 3.0% 3.0%
DJ UBS Commodity 3.0% 3.0%
100.0% 100.0% 100% 100% 100% 100% 100% 100%
US Equity 1/1/2011 6/1/2000 3/1/1999 9/1/1998 7/1/1996 1/1/1995
Russell 1000 7% 80% 52% 50.0% 50.0% 69%
Russell 2000 23% 20% 36% 37.5% 37.5% 14%
S&P 500 12.5% 17%
Russell 1000 Value 12% 12.5%
100% 100% 100% 100.0% 100.0% 100%
International Equity 6/1/2000 1/1/1996
MSCI ACWI -ex US 100%
MSCI EAFE 100%
100% 100%
Total Equity 10/1/2010 5/1/2007 6/1/2000 3/1/1999 9/1/1998 1/1/1996
Russell 1000 50.9% 55.2% 61.5% 35.5% 33.3% 33.3%
Russell 2000 15.1% 13.5% 15.4% 24.2% 25.0% 25.0%
S&P 500 8.4%
Russell 1000 Value 8.0% 8.4%
MSCI ACWI -ex US 34.0% 31.3% 23.1%
MSCI EAFE 32.3% 33.3% 33.3%
100.0% 100.0% 100.0% 100.0% 100.0% 100.0%
US Fixed Income 1/1/2011 10/1/2010 7/1/1996
Barclays Aggregate 62.4% 73.7% 100%
Barclays BBB 18.8% 9.1%
Barclays TIPS 18.8% 17.2%
100.0% 100.0% 100%
Global Fixed Income 10/1/2010
Barclays Multiverse 100%
Total Fixed Income 1/1/2011 10/1/2010 6/1/2000 3/1/1999 7/1/1996
Barclays Aggregate 50% 58.6% 100% 83.3% 70%
Barclays BBB 15% 7.3%
Barclays TIPS 15% 13.6%
Barclays Multiverse 20% 20.5%
Citigroup Non-US WGBI unhedged 16.7% 30%
100% 100.0% 100% 100.0% 100%
Real Estate 1/1/2009 6/1/2000 7/1/1996
NCREIF ODCE 100%
NCREIF Property 100%
Citigroup 10 Yr Treasury + 2% 100%
Private Equity 10/1/2010
Russell 3000 + 3% 100%
Risk Parity 10/1/2010
Russell 3000 60%
Barclays Aggregate 40%
100%
Hedge Fund 10/1/2010
LIBOR + 4% 100%
Commodities 10/1/2010
DJ UBS Commodity 100%

Page 19 of 19



SAN MATEO COUNTY EMPLOYEES' RETIREMENT ASSOCIATION
Board of Retirement

August 28,2012 Agenda Item 6.2

To: Board of Retirement )
M) R ekp

From: Michael Coultrip, Chief Investment Officer
Subject:  Annual Review, Revision & Reaffirmation of the Investment Committee Charter

STAFF RECOMMENDATION: Staff recommends that the Investment Committee review its charter

and make revisions as necessary. Should the committee reaffirm its commitment to
RESOLUTION 99-00-09 (as amended), it should recommend that the board do the same.

STAFF COMMENTS: The Board of Retirement created the Investment Committee with the adoption
of Resolution 99-00-09 on January 25, 2000. The board reviewed the resolution on April 24,
2001. By consensus, it directed staff to provide amended language regarding the committee’s
authority to advise the board on its ongoing evaluation of the Investment Consultant Structure &
Performance and the ongoing evaluation of the Actuary’s Economic & Asset Considerations.
Sections 10.0 & 11.0 were amended into the charter on May 22, 2001. The charter was last
amended on October 25, 2004. Two whereas clauses in the Preamble were eliminated. They
became unnecessary do to amendments to the board’s regulations.

The Investment Committee Charter is attached to this agenda item.



SAN MATEO COUNTY EMPLOYEES' RETIREMENT ASSOCIATION
Investment Committee Charter as Amended
RESOLUTION 99-00-09

This Resolution, adopted by the Board of Retirement (Board)
of the San Mateo County Employees' Retirement Association (SamCERA),
sets forth the Charter for the Board's Investment Committee.

WHEREAS, Article XVI, §17 of the Constitution of the State of California as amended in 1992 to read, in
pertinent part, as follows:
Notwithstanding any other provisions of law or this Constitution to the contrary, the retirement board of a
public pension or retivement system shall have plenary authority and fiduciary responsibility for investment
of moneys and administration of the system, subject to all of the following:
(a) The retirement board-shall have the sole and exclusive fiduciary responsibility over the assets of the ...
system. The retirement board shall also have sole and exclusive responsibility to administer the system in a
manner that will assure prompt delivery of benefits and related services to the participants and their
beneficiaries. The assets ... are trust funds and shall be held for the exclusive purposes of providing benefits
to participants ... and their beneficiaries and defraying reasonable expenses of administering the system.
(b) The members of the retirement board ... shall discharge their duties with respect to the system solely in
the interest of, and for the exclusive purposes of providing benefits to, participants and their beneficiaries,
minimizing employer contributions thereto, and defraying reasonable expenses of administering the system.
A retirement board's duty to its participants and their beneficiaries shall take precedence over any other
duty.
(c) The members of the retirement board ... shall discharge their duties with respect to the system with the
care, skill, prudence, and diligence under the circumstances then prevailing that a prudent person acting in a
like capacity and familiar with these matters would use in the conduct of an enterprise of a like character
and with like aims.
(d) The members of the retirement board...shall diversify the investments of the system so as to minimize the
risk of loss and to maximize the rate of return, unless under the circumstances it is clearly not prudent to do
s0.
(e) The retirement board..., consistent with the exclusive fiduciary responsibilities vested in it, shall have the
sole and exclusive power to provide for actuarial services in order to assure the competency of the assets of
the system . ; &
WHEREAS, California Government Code §31595 states, as follows:
The Board has exclusive control of the investment of the employees’ retirement fund. The assets of a public
pension or retirement system are trust funds and shall be held for the exclusive purposes of providing
benefits to participants in the pension or retirement system and their beneficiaries and defraying reasonable
expenses of administering the system. Except as otherwise expressly restricted by the California Constitution
and by law, the Board may, in its discretion, invest, or delegate the authority to invest, the assets of the fund
through the purchase, holding, or sale of any form or type of investment, financial instrument, or financial
transaction when prudent in the informed opinion of the Board...; &
WHEREAS, The Board of Retirement, wishes to exercise these powers as follows:
EXERCISE OF POWERS: The Board shall exercise its investment, management and administrative authority and
responsibility through the approval of motions recorded in public meeting &
WHEREAS, the Board has adopted SamCERA's Investment Policy and amendments thereto to direct the
investments of the Retirement Fund and now wishes to establish an Investment Committee to guide the future
evolution of SamCERA's Investment Policy. Therefore, be it
RESOLVED that the Board hereby establishes a standing Investment Committee to direct the Board in its
ongoing evaluation of SamCERA's Investment Policy, including but not limited to
1.0 CONDUCT ASSET ALLOCATION STUDIES

1.1 Determine the characteristics of the Policy’s liabilities in regards to the nature of Fund’s cash
flows

1.2 Evaluate plan funded status

1.3 Evaluate active & retired member demographics



1.4 Model plan payments for 50-70 years into future
1.5 Project expected contribution rates & variability
2.0 DEVELOP ASSET MIX ALTERNATIVES TO MEET LIABILITY REQUIREMENTS
2.1 Establish allowable asset classes
2.2 Determine asset class benchmarks
2.3 Develop risk, return & correlation projections
3.0 EVALUATE EFFICIENT FRONTIER ALTERNATIVES
3.1 Define risk, return and correlation
3.2 Evaluate mean variance optimization
3.3 Determine low risk alternatives and high risk alternatives
3.4 Scale portfolios between two extremes
3.5 Evaluate optimized efficient frontier
3.6 Integrate optimized efficient frontier with asset-liability relationships
4.0 ANALYZE BOARD RISK TOLERANCE
4.1 Assess risk/reward trade-offs
4.2 Assess contribution rate sensitivity & variability
4.3 Assess ability to exceed actuarial interest rate
4.4 Assess comfort level with characteristics of specific asset mixes
5.0 RECOMMEND PREFERRED ASSET MIX
5.1 Evaluate differences from current target
5.2 Evaluate Board's willingness to implement new target asset mix
5.3 Evaluate appropriateness of variance from peer public fund norms
6.0 RECOMMEND AMENDMENTS TO SAMCERA'S INVESTMENT POLICY
6.1 Adjust target asset mix
6.2 Introduce new benchmarks
6.3 Include required asset class/portfolio modifications
7.0 RECOMMEND REVISIONS TO MANAGER STRUCTURE
7.1 Adjust manager/style line-up as necessary
7.2 Introduce new managers/asset classes
7.3 Terminate managers/asset classes as necessary
7.4 Establish active & passive allocation targets as appropriate
8.0 IMPLEMENT CHANGES TO MANAGER STRUCTURE
8.1 Recommend time-line & approach to revise structure
8.2 Conduct manager evaluations
8.3 Establish portfolio and asset allocation rebalancing procedures
9.0 EVALUATE MANAGER PERFORMANCE
9.1 Monitor results of managers both gross and net of investment management fees
9.2 Assess consistency of portfolio decision making
9.3 Evaluate organizational, ownership, personnel & other firm developments
10.0 RECOMMEND AND EVALUATE INVESTMENT CONSULTANT STRUCTURE & PERFORMANCE
10.1 Recommend for Board determination the retention and termination of Investment Consultant(s)
as necessary
10.2 Define and assign special projects as warranted
10.3  Monitor performance of Investment Consultant
10.4 Conduct evaluations of Investment Consultants
10.5 Evaluate organizational, ownership, personnel and other firm developments
11.0 EVALUATE & RECOMMEND REVISIONS TO THE ECONOMIC ACTUARIAL ASSUMPTIONS AND OTHER
ACTUARIAL ASSET CONSIDERATIONS
11.1 Evaluate the data and methodology employed by the Actuary when setting the assumptions for
inflation, investment return, salary increase and when establishing the actuarial value of assets
and recommend revisions as appropriate.
11.2 Assure that the Consultant integrates Actuarial input with all Asset Liability Modeling Studies
11.3 Evaluate the consistency of actuarial-economic and investment policies and processes
12.0 INITIATE & EVALUATE SPECIAL INVESTMENT STUDIES



13.0 UNDERTAKE OTHER WORK ASSIGNED TO IT BY THE BOARD Be it further

RESOLVED that the Chair may appoint the members of the Investment Committee per Regulation 2.5.1.Be it
further

RESOLVED that the Chief Executive Officer is hereby instructed to provide the Committee with access to all
appropriate County and SamCERA resources and records, so long as such access is consistent with sound
fiduciary practices. Be it further

RESOLVED that the Chief Executive Officer is hereby authorized to provide compensation of $100 per meeting
for not more than two meetings per month to the members of the Committee eligible for such compensation, per
GC§31521. Beit further

RESOLVED that the Board hereby reserves to itself sole authority to accept, modify, or reject the
recommendations, which the Investment Committee may present from time to time pursuant to the provisions of
this Resolution, per Regulation 2.3.

ADOPTED by unanimous vote, January 25, 2000

AMMENDED by unanimous vote, May 22, 2001

AMMENDED by unanimous vote, October 25, 2004



SAN MATEO COUNTY EMPLOYEES' RETIREMENT ASSOCIATION
Board of Retirement

August 28, 2012 Agenda Item 6.3

To: Board of Retirement //"/W(/w % @m@f@

From: Michael Coultrip, Chief Investment Officer

Subject: Discussion of SamCERA’s Investment Policy Redraft Process

STAFF RECOMMENDATION:  Staff recommends that the Investment Committee discuss the
preferred approach for reviewing and updating the Investment Policy. Staff also recommends
that the Committee begin with the Investment Philosophy and Investment Objectives sections
first as these will set the stage for updating the rest of the Policy. The current versions of both of
these sections are copied below for your convenience.

COMMENT: The Investment Committee’s work plan calls for an annual review of SamCERA'’s
Investment Policy. That annual review was suspended due to multiple changes to the portfolio
structure that the board has undertaken. SamCERA’s Investment Policy was last reviewed in
January 2012. Today’s agenda item is intended to begin the process of developing a new
investment policy that incorporates those changes.

Attached to this agenda item is SamCERA ’s current Investment Policy.

4.0 INVESTMENT PHILOSOPHY

4.1 The board acknowledges the historical data demonstrating that the most successful
strategy for minimizing risk, while capturing market returns, is a prudently diversified
portfolio.

4.2 Therefore, the retirement fund should be invested across the spectrum of institutional
grade Asset Classes.

4.3 The board acknowledges that the asset allocation targets reflect a long-term view of
the market.

4.4 The board acknowledges that professional management of the retirement fund is
expected to add value to the portfolio, by capitalizing on inefficiencies in the markets.

4.5 The board takes responsibility for allocating across asset classes and across styles

within asset classes, but does not substitute its judgment for the professional judgment of
those managers it retains.

4.6 The board believes that interest, dividends and capital appreciation must be pursued
and captured, if the actuarial funding objectives of the retirement fund are to be achieved.

4.7 The board is not a market-timer (shifting asset class allocations dramatically over
short time spans), because it realizes this strategy is seldom successful and has the
potential for dramatic losses and opportunity costs.



4.8 The board views short-term cash equivalents as insignificant contributors to real
returns in the long run.

4.9 The board is responsible for keeping the lines of communication open and the
Investment Policy on target.

4.10 The board recognizes the need for manager investment guidelines will be
somewhere along a line from specific to general depending upon the asset class and
investment style.

6.0 INVESTMENT OBJECTIVES

6.1 It is the Primary Investment Objective of the board to structure an investment
program such that the short term volatility of returns does not induce the board to alter its
long term asset allocation strategies.

In keeping with the aforementioned, the following specific objectives are established:

6.1.1 Generate portfolio returns that, over the long-term, exceed the actuarial interest
assumption of 7.75%, net of fees.

6.1.2 Generate a total fund return equal to or greater than the aggregate return of the asset
allocation Target benchmarks.

6.1.3 Provide for moving toward full funding of the Pension Benefit Obligation based on
GASB 25 and the boards policy of a moving fifteen year funding period.

6.2 It is the Secondary Investment Objective of the board to stabilize the employer
contribution rate, as a percentage of payroll for the present configuration of benefits.

6.3 It is the Tertiary Investment Objective of the board to generate total time-weighted
rates of return which equal or exceed the benchmark indices, for the asset class assigned to
the individual manager, as specified in the contract (net of fees in the case of active
managers):



SamCERA's
Investment
Policy

as revised
January 2012

SamCERA

San Mateo County Employees' Retirement Association
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SamCERA's Investment Policy

Part One
PoLICY PERSPECTIVES

1.0 INTRODUCTION

SamCERA was created by San Mateo County Ordinance No. 564 adopted by the Board of Supervisors, effective July
1,1944.

The nine-member Board of Retirement is composed of the County Treasurer, four trustees appointed by the Board of
Supervisors and four trustees elected from the membership. The trustees' three-year terms are staggered to provide
for continuity in the management of the association.

SamCERA was organized in accordance with the provisions of California's County Employees' Retirement Law of
1937. The powers and duties of the board are set forth in the '37 Act and in Article XVI of the State Constitution.

Included among the board's duties are the mandate to assure the association's actuarial soundness and the prudent
investment of the assets of the retirement fund.

This Investment Policy incorporates the board's policies, objectives, strategies, implementation programs and
procedures for fulfilling its fiduciary obligation to manage the assets of the retirement fund with the care, skill,
prudence, and diligence under the circumstances then prevailing that a prudent person acting in a like capacity and
familiar with these matters would use in the conduct of an enterprise of a like character and with like aims.

Appendix A is a chronological account of SamCERA's investment program since 1981.

2.0 ACTUARIAL LIABILITIES

* Under GASB 25, investments are stated at fair market value instead of cost and include the recognition of
unrealized gains and losses in the current period. These gains and losses are held in the Market Stabilization
Account, an account established in 1996, as recommended by William M. Mercer, SamCERA’s actuary. Initially,
these gains and losses were only allocated to the Market Stabilization Account until the actual gains and losses were
realized by the sale of the investment asset. However, with the implementation of the five-year smoothing
methodology, a portion of these unrealized gains and losses is recognized and allocated to all other reserves.

To prevent the smoothed value from deviating significantly from the actual market value, the Board of Retirement
adopted a policy in 2002 that the smoothed value cannot be less than 80% nor greater that 120% of market value. If
the smoothed value is greater than 120%, then the market losses (or market gain if less than 80%) have to be
recognized immediately.

» A schedule of funding progress presents a consolidated snapshot of a retirement system’s ability to meet current
and future liabilities with the assets of the plan. Of particular interest to most is the funded status ratio. This ratio
quickly conveys a retirement system’s level of assets to liabilities, which is important in determining the financial
health of a retirement system. The closer a retirement system is to a 100% funded status, the better position it will be
in to meet all of its future liabilities. SamCERA currently has an unfunded actuarial accrued liability (UAAL),
resulting from actuarial accrued liabilities (AAL) exceeding the actuarially determined value of assets. SamCERA is
funding the UAAL over a moving 15-year amortization period.

SamCERA’s Investment Policy 2 January 2012



+ In this environment, it is essential that the retirement fund be fully diversified across the full-range of institutional
investment grade assets and that opportunities to achieve capital appreciation be pursued and captured. It continues
to be critical for the board to focus on optimizing investment return vs. risk.

SamCERA’s Funding Ratio History

June Actuari.al Value of ASS?FS/
30" Actuarial Accrued Liability
(GASB 25)
2011 74.1%
2010 70.3%
2009 63.9%
2008 79.1%
2007 77.4%
2006 75.4%
2005 74.2%
2004 75.6%
2003 76.0%
2002 85.3%
2001 98.6%
2000 98.4%
1999 92.0%
1998 89.9%
1997 82.6%
1996 75.6%
1995 68.9%
1994 67.3%
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Funding Ratio (GASB 25 Basis)
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3.0 ACCEPTABLE RISK

SamCERA adheres to the twenty recommendations of the Risk Standards Working Group (See
Appendix B) that are appropriate for a pension fund with SamCERA's profile.

A prudent fiduciary wants to sleep well at night. "Sleeping well" can be articulated as one's comfort
level in the face of an uncertain future. The board has defined its comfort level as an annualized
tracking error of +3% around the aggregate target rate of return. "Tracking error” means the excess
standard deviation of return between the actual performance of the fund and the performance of the
aggregate target benchmark. This level of conservatism is in line with other public pension plans of
comparable size. SamCERA's actuarial realities require that the board confront the challenges before it.
To the fullest extent possible, this investment policy incorporates the concerns of each of SamCERA's
nine trustees. The risk-adjusted return assumptions behind this investment policy represent the best
thinking of experts in the various asset classes, tempered by the trustees' contributions to each element
of the policy.

The adopted asset allocation set forth in Section 8.0 encompasses the board's conclusions regarding the
proper mix of assets to minimize risk for the targeted rate of expected returns. The mix of asset classes
and styles outlined in the asset allocation defines the aggregate target benchmark for the entire plan.
This "aggregate target" has its own risk/return profile, which over the long run is appropriate for the San
Mateo County Employees’ Retirement Association.

Historical analysis indicates that for the vast majority of pension funds, the asset allocation decision is
the single most important decision that trustees can make. The asset allocation decision is likely to
predetermine as much as 90% of a portfolio's real return.*

Consequently, the board conducts periodic asset liability modeling studies, which evaluate the expected
returns vs. expected risk of each asset class and then generate a series of potential optimum portfolios
along the efficient risk/return frontier. The most recent study was accepted by the board in August 24,
2010.

STRATEGIC INVESTMENT SOLUTIONS PROJECTED PORTFOLIO EXPECTATIONS

Portfolio | Return Standard Cash Large | Small Int’l Real us Global | Private | Commodities | Hedge | Risk
Deviation Stocks | Stocks | Stocks | Estate | Bonds | Bonds | Equity Fund | Parity
Prior 7.6 12.3 0 37 9 21 6 27 0 0 0 0 0
CURRENT 8.0 13.8 0 28 7 18 5 17.5 4.5 8 3 3 6
Return 2.0 8.2 8.5 8.7 6.7 3.3 3.4 10.7 4.3 6.0 8.4
Standard Deviation 1.0 18.0 21.0 18.5 18.5 4.5 7.6 35.0 30.0 12.0 14.4

* Determinants of Portfolio Performance Il: An Update, Gary P. Brinson, Brian D. Singer and Gilbert Beebower, Financial Analysts

Journal, May/June 1991. The article is an update of an earlier study by Gary P. Brinson, L. Randolph Hood and Gilbert Beebower that was
published in the July/August 1986 issue of the same journal.

SamCERA'’s Investment Policy
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Reverse Optimization Allocation Analysis

SamCERA s Portfolio Asset Allocation
Accepted August 24, 2010

Asset Class Former Current
Large Cap Equity 37.0 28.0
Small Cap Equity 9.0 7.0
International Equity 21.0 18.0
Domestic Bonds 27.0 175
Global Bonds 0.0 4.5
Private Equity 0.0 8.0
Commodities 0.0 3.0
Hedge Funds 0.0 3.0
Risk Parity 0.0 6.0
Real Estate 6.0 5.0
Cash 0.0 0.0
Expected Return 7.6 8.13
Expected Risk 12.3 11.24

4.0 INVESTMENT PHILOSOPHY

4.1 The board acknowledges the historical data demonstrating that the most successful strategy for
minimizing risk, while capturing market returns, is a prudently diversified portfolio.

4.2 Therefore, the retirement fund should be invested across the spectrum of institutional grade Asset
Classes.

4.3 The board acknowledges that the asset allocation targets reflect a long-term view of the market.

4.4 The board acknowledges that professional management of the retirement fund is expected to add
value to the portfolio, by capitalizing on inefficiencies in the markets.

4.5 The board takes responsibility for allocating across asset classes and across styles within asset
classes, but does not substitute its judgment for the professional judgment of those managers it retains.

4.6 The board believes that interest, dividends and capital appreciation must be pursued and captured, if
the actuarial funding objectives of the retirement fund are to be achieved.

4.7 The board is not a market-timer (shifting asset class allocations dramatically over short time spans),
because it realizes this strategy is seldom successful and has the potential for dramatic losses and
opportunity costs.

4.8 The board views short-term cash equivalents as insignificant contributors to real returns in the long
run.

4.9 The board is responsible for keeping the lines of communication open and the Investment Policy on
target.

4.10 The board recognizes the need for manager investment guidelines will be somewhere along a line
from specific to general depending upon the asset class and investment style.
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Part Two
PORTFOLIO MANAGEMENT

5.0 INVESTMENT PoLIcY
It is the Investment Policy of the Board of Retirement to:

5.1 Pursue an investment strategy that reduces risk through the prudent diversification of the portfolio
across a broad selection of distinct asset classes, as provided for in Section 7 of this Investment Plan.

5.2 Adopt an asset allocation target to guide the structure of the investment portfolio, as provided for in
Section 8.

5.3 Reevaluate the asset allocation study at least once every three-years, except as provided for in
Section 17.

5.4 Retain the most qualified investment managers with demonstrated expertise in the management of
institutional pension funds, as provided for in Part Three.

5.5 Delegate full discretion to each investment manager, to the extent authorized in Parts Three & Four.

5.6 Adopt objectives which encourage the investment managers to maximize their performance, within
acceptable risk parameters, relative to their individual investment style benchmark, as set forth in Part
Three.

5.7 Refrain from dramatically shifting asset class allocations over short time spans.
5.8 Discourage the use of cash equivalents, except for liquidity purposes, as provided for in Part Three.

5.9 Monitor the performance of its investment managers, relative to their assigned custom benchmarks
to assure their conformance with the provisions of the board's investment policy, as provided for in
Section 20.

6.0 INVESTMENT OBJECTIVES

6.1 It is the Primary Investment Objective of the board to structure an investment program such that
the short term volatility of returns does not induce the board to alter its long term asset allocation
strategies.

In keeping with the aforementioned, the following specific objectives are established:

6.1.1 Generate portfolio returns that, over the long-term, exceed the actuarial interest assumption of
7.75%, net of fees.

6.1.2 Generate a total fund return equal to or greater than the aggregate return of the asset allocation
Target benchmarks.

6.1.3 Provide for moving toward full funding of the Pension Benefit Obligation based on GASB 25 and the
boards policy of a moving fifteen year funding period.

6.2 It is the Secondary Investment Objective of the board to stabilize the employer contribution rate, as a
percentage of payroll for the present configuration of benefits.

6.3 It is the Tertiary Investment Objective of the board to generate total time-weighted rates of return
which equal or exceed the benchmark indices, for the asset class assigned to the individual manager, as
specified in the contract (net of fees in the case of active managers):
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ASSET CLASS

BENCHMARK INDEX

Large Capitalization Domestic Equity

Russell 1000

Russell 1000 Growth

Russell 1000 Value

S&P 500

Small Capitalization Domestic Equity

Russell 2000

Russell 2000 Growth

Russell 2000 Value

International Equity

MSCI All Country World ex US

MSCI ACW!I Free ex US Growth

MSCI ACW!I Free ex US Value

Private Equity

Russell 3000 + 3.0%

Domestic Fixed Income - Core & Core-Plus

Barclays Capital (BC)Aggregate Bond Index

- Opportunistic

BC BA Intermediate High Yield Index

- Inflation Protection

BC US TIPS Index

Global Fixed Income

Barclays Capital Multiverse Index

Commodities

DJ-UBS Commodity

Hedge Funds

LIBOR + 4.0%

Risk Parity 60% Russell 3000 & 40% BC Aggregate
Real Estate NCREIF ODCE
Cash 91 Day T-Bill

6.4 The board's policy regarding investment benchmarks and investment benchmark modifications appears

in Appendix E.

7.0 INVESTMENT STRATEGY

The investment strategy of the Board of Retirement seeks to:

7.1 Diversify the fund in a manner which minimizes the risk of loss and maximizes the probability of

achieving the investment objective;

7.2 Structure an asset allocation based on the long-term historical behavior of asset classes coupled with

assumptions regarding the next three to five years.

SamCERA'’s Investment Policy
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7.3 Allocate the assets of the fund cost-efficiently by distinguishing a "passive™ and an "active" component,
as set forth in Section 8.

7.4 Establish performance objectives (specifically tailored benchmarks) & Guidelines for each investment
management style, as set forth in Part Three.

7.5 Retain investment managers representative of the relevant and distinct investment management styles
within each asset class, as set forth in Part Three.

7.6 Delegate responsibility for attaining the investment performance objectives to investment managers.

7.7 Monitor the performance of the investment managers to assure compliance with the Investment Policy
and attainment of their performance objectives, as set forth in Section 20.

7.8 Rebalance the component portfolios, as set forth in Section 24.

7.9 Evaluate the asset allocation target at least once every three years, except that the board may adopt an
annual investment strategy, as set forth in Section 21.

8.0 ASSET ALLOCATION

In the overall development of the asset allocation and manager structure policies of the investment plan, the
Board of Retirement shall follow these philosophies:

* The overall active manager structure for domestic equities will not possess any significant biases in terms
of investment style, and

» For those asset classes evidencing market efficiencies, the manager structure will favor the employment of
passive strategies

8.1 The Assets of the Fund shall be allocated, as follows:

ASSET CLASS ALLOCATION | REBALANCE RANGE

Equity 53% +3%

Fixed Income 22% +2%

Alternative Assets * (includes Private Equity) 20% 2%

Real Estate * 5% +2%
* Recognizing the illiquidity of the asset class, rebalancing will be considered over six to twelve month
periods.

8.2 The Equity Assets shall be allocated to managers reflecting the following investment styles:

EQuITY MANAGEMENT STYLE ALLOCATION REBALANCE RANGE
Large Capitalization Domestic 28.00%
Passive Core 6.50% +3%
Active Core 8.50% +3%
Growth 6.50% +3%
Value 6.50% +3%
Small Capitalization Domestic 7.00%
Core 3.50% +3%
Growth 1.75% +3%
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Value 1.75% +3%
International 18.00%

Growth 6.00% +3%

Value 7.75% +3%

Small Capitalization 2.00% +3%

Emerging Market 2.25% +3%
TOTAL EQUITY (EXCLUDING PE) 53.00% +3%

8.3 The Fixed Income Assets shall be allocated to managers reflecting the following investment styles:
FIXED INCOME MANAGEMENT STYLE [ALLOCATION REBALANCE RANGE
Domestic Core 7.50%, 2%
Domestic Core Plus 3.75% 2%
Domestic Opportunistic 3.25% +2%
Domestic Inflation Protection 3.00% 2%
Global Bonds 4.50% 2%
TOTAL FIXED INCOME 22.00% 2%

8.4 The Alternative Assets shall be allocated to managers reflecting the following investment styles:

ALTERNATIVE ASSET MANAGEMENT STYLE[ALLOCATION  [|REBALANCE RANGE
Private Equity 8.00% +2%
Hedge Fund 3.00% +2%
Commodities 3.00% +2%

Risk Parity 6.00% +2%

TOTAL ALTERNATIVE ASSETS * 20.00% +2%

* Recognizing the illiquidity of the asset class, rebalancing will be considered over six to twelve month periods.

8.5 The Real Estate Assets shall be allocated to managers reflecting the following investment styles:

REAL ESTATE MANAGEMENT STYLE ALLOCATION [REBALANCE RANGE
Core Separate Account 5.00% +2%
ToTAL REAL ESTATE * 5.00% +2%

* Recognizing the illiquidity of the asset class, rebalancing will be considered over six to twelve month periods.
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Part Three
INVESTMENT GUIDELINES

9.0 GENERAL INVESTMENT PERFORMANCE GUIDELINES

The overall performance objectives for the various asset classes are set forth in Section 6.3 of this
document. The individual performance objectives for each investment manager will be established
within the investment management agreement (IMA) with each firm.

The Board of Retirement expects to measure investment performance quarterly and will generally
follow prudent time horizons when evaluating short term, intermediate term, and long term performance
of its investment managers. Investment managers are advised that the board intends to track the interim
progress toward multi-year goals. If there is a clear indication that performance is so substandard and
severe that reasonable hope of recovery to the Plan’s target performance level in the remaining time
horizon period would require either high risk or good fortune, then the board will not feel constrained by
this policy to avoid an “early” decision to take corrective action.

9.1 MANAGER'S ADHERENCE TO ITS PUBLISHED INVESTING STYLE

As stated in other parts of this Investment Plan, the board will have little or no tolerance for an
inconsistent investment approach. Therefore, the board will carefully monitor their investment
managers on several key indicators of possible inconsistency, such as:

(@) Changes in portfolio managers, and general personnel turnover.
(b) Surges in portfolio trading volume.
(c) Evidence that actual portfolio characteristics deviate from the published investing style.

(d) Performance patterns not logically explainable in terms of the published style, or performance out-
of-step with manager's style peer group. This situation would cover significant performance deviation
from the benchmark.

(e) Material Investment Plan or guideline exceptions.

None of these indicators will be taken as conclusive evidence of inconsistency. Such a finding would be
based upon the facts and circumstances of each situation.

9.2 UNDERPERFORMANCE IS DEFINED AS EITHER:

(a) Four cumulative quarters in which the manager’s performance (gross of fees) falls below the style

based benchmark return times 0.8 (for example, if the benchmark return is 10%, the manager’s return
would be less than 8.0%). Or

(b) Performance (gross of fees) below the 50th percentile for equity managers and 60th percentile for
fixed income managers in a universe of the managers’ peers over any consecutive 8-quarter period.
Below median performance on a risk adjusted basis will also be a guiding tool in the evaluation of the
investment manager. Or

(c) Cumulative annualized performance (net of fees) over a three-year period below a broad market
based benchmark return times 0.9, or five year return (net of fees) below the broad market based
benchmark return, subject to the paragraph above which discusses interim progress toward multi-year
objectives. Or

(d) Performance will be evaluated in light of the manager’s stated style and discipline.
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9.3 THE BOARD'S EVALUATION

The board will evaluate any manager who fails to comply with the general terms and conditions of this
Investment Plan and specifically the above issues. The board understands that the dynamics of the
markets can render a portfolio to be non-compliant with these investment guidelines. In such cases, the
manager will be given 30 days to bring the portfolio back into compliance. In the case of
underperformance and non-compliance an extensive review of the manager and its performance will be
conducted. Expectations on the future likelihood of the manager’s ability to meet the terms and
performance goals will be determined. If the board determines the manager is unlikely (without undue
risk or style drift) to meet the requirements, the manager will be terminated.

In the case of material guideline exceptions, each occurrence will be evaluated on the merits. In most
cases, the manager will be required to bring the portfolio into immediate compliance. However, the
board is cognizant of those situations where, in the judgment of the investment manager, immediate
compliance could prove detrimental to the return of the portfolio.

In the case of key professional turnover, the firm must show a depth of staff within the organization and
be prepared to demonstrate the sustainability of their track record.

9.4 ACTION STEPS BY BOARD

The board may decide to review an investment manager or place same on the “watch list” for a number
of reasons including but not limited to:

(a) Sustained underperformance of any of the manager’s goals;
(b) Deviation from stated investment approach;

(c) Failure to comply with all investment guidelines; or

(d) Turnover of key professionals.

When a firm is reviewed, an intensive review of their process and approach will occur. The firm will be
required to explain to the board or the board’s representative reasons for such occurrences and be
available for meetings with the board.

10.0 EqQuiITY

10.1 EouiTYy PERFORMANCE OBJECTIVES: As set forth in Section 6.3 and within the individual
investment manager’s contract.

10.2 ACTIVE EQUITY INFORMATION RATIOS: The investment manager(s) retained for each active
management style shall be accountable for maintaining positive information ratios consistent with their
investment management style, as shall be defined in their individual contracts.

10.3 EQuITY GUIDELINES: The responsibility for securities selection and purchase and sale decisions is
delegated to the equity investment managers in Section 15.4, et seq. Those managers, however, shall
adhere to the following investment guidelines covering (a) diversification, (b) quality, (c) restricted
transactions and (d) exemptions:

(a) Diversification:

10.3.a.1: No individual security shall constitute more than 10% of the market value of SamCERA's
assets under a manager's supervision, nor shall SamCERA's investment constitute more than 5% of the
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company's outstanding equity. When measuring this aspect of compliance the board will consider its
ownership in relation to the “free float” of a particular security.

10.3.a.2: In evaluating the industry risk component of individual manager portfolios, the board will be
cognizant of the industry structure of same. With the exception of any special equity portfolios, the
board expects active managers to maintain a reasonable degree of portfolio diversification. Extreme
industry deviations from a manager’s benchmark are subject to inquiry. Industry groups are defined by
the North American Industry Classification System (NAICS).

(b) Quality
10.3.b.1: Securities must be traded on a major stock exchange or listed on the NASDAQ.

10.3.b.2: Securities in the international portfolio must be included within the Morgan Stanley Capital
International database, or the Financial Times database.

(c) Restricted Transactions:

10.3.c.1: All transactions shall be consistent with the provisions of the Code of Fiduciary Conduct as set
forth in Section 14 and the Delegation of Authority to Investment Managers as set forth in Section 15.3.

10.3.c.2: No funds shall be borrowed.

10.3.c.3: No short sales or margin sales shall be made.

10.3.c.4: No letter stock shall be purchased.

10.3.c.5: Futures and options may be utilized only as specified in the investment manager's contract.

10.3.c.6: Currency forward contracts, futures and options may be used to hedge an equity or fixed
income portfolio as specified in the investment manager's contract and Appendix C.

(d) Exemptions: The investment manager must request prior approval from the Board of Retirement
for permission to deviate from the provisions of these guidelines.

11.0 Fixep INCOME

11.1 Fixebp INCOME PERFORMANCE OBJECTIVES: As set forth in Section 6.3.

11.2 ACTIVE FIXED INCOME INFORMATION RATIOS: The investment manager(s) retained for each active
management style shall be accountable for maintaining positive information ratios consistent with their
investment management style, as shall be defined in their individual contracts.

11.3 FIXED INCOME GUIDELINES: The responsibility for fixed income securities selection and purchase
and sale decisions is delegated to the fixed income investment managers in Section 15.4, et seq. Those
managers, however, shall adhere to the following investment guidelines covering (a) diversification, (b)
quality, (c) restricted transactions and (d) exemptions:

(a) Diversification:

11.3.a.1: No individual security shall constitute more than 5% of the market value of SamCERA's assets
under a manager's supervision, with the following exceptions: (1) no individual securities issued or
guaranteed by a sovereign government included in the Barclays Capital Aggregate or Barclays Capital
Global Aggregate Index or issued or guaranteed by such sovereign government's agencies or
instrumentalities shall constitute more than 10% of the market value of the portfolio; (2) there are no
limits on the use of securities issued or guaranteed by the United States government or its agencies or
instrumentalities.
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(b) Quality:

11.3.b.1: The minimum average rating of the total portfolio of fixed income assets under a manager's
supervision must be "A" or better (Standard & Poor’s or Moody equivalent), dollar weighted at market
value.

11.3.b.2: The minimum quality rating eligible for the portfolio is “B” or better (as rated by Standard &
Poor’s or Moody’s equivalent)

11.3.b.3: No more than 10% of SamCERA's fixed income assets under a manager's supervision shall be
invested in securities with a rating below Baa3, BBB-, P-1 or A-1.

11.3.b.4: Eligible non-US fixed income securities are limited to those issued in countries utilized in the
Salomon Brothers World Government Bond Index, with the following exception for emerging markets:

11.3.b.5: If a security is downgraded below Baa or BBB, the manager must notify the Chief Investment
Officer.

(c) Restricted Transactions:

11.3.c.1: All transactions shall be consistent with the provisions of the Code of Fiduciary Conduct as set
forth in Section 14 and the Delegation of Authority to Investment Managers as set forth in Section 15.4,
et seq.

11.3.c.2: No funds shall be borrowed.
11.3.c.3: No short sales or margin sales shall be made.

11.3.c.4: No tax-exempt security shall be purchased or retained, unless, on a comparable quality basis, it
provides a return superior to that of a like taxable security.

11.3.c.5: No private placements shall be purchased without the prior notification of the Chief
Investment Officer & the Chair, with the exception of Rule 144(a) securities.

11.3.c.6: Currency forward contracts, futures and options may be used to hedge the non-US dollar fixed
income securities as specified in the investment manager's contract and Appendix C.

(d) Exemptions: The investment manager must request prior written approval from the Board of
Retirement for permission to deviate from the provisions of these guidelines.

12.0 REAL ESTATE PROPOSED

12.1 INVESTMENT OBJECTIVES: SamCERA has determined that over the long term, inclusion of equity real estate
investments will enhance the risk/return characteristics of its portfolio. Real estate investments occur in an
inefficient market and will be designed to provide returns in excess of the industry benchmarks. Active
management, value creation and opportunistic strategies, as well as prudent use of third party debt, are approved
methods of generating excess return. A secondary objective will be to improve the diversification of the overall
investment portfolio.

12.1.a: Completion of due diligence entails staff, consultant, and counsel to review the investment structure and
associated legal documents.

12.1.b: Investment structures will be monitored quarterly to evaluate investment performance and to ensure
compliance with vehicle documents.

12.2 REAL ESTATE PERFORMANCE OBJECTIVES: The investment manager(s) retained by SamCERA shall be
accountable for generating total time-weighted rates of return (TTWRR), net of fees, which equal or exceed, the
NPI (“NCREIF Property Index”).
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12.3 REAL ESTATE GUIDELINES: The responsibility for real estate selection and purchase and sale decisions is
delegated to the real estate manager(s) in Section 15.4, et seq. The manager, however, shall adhere to the
following investment guidelines covering (a) diversification, (b) quality, (c) restricted transactions, (d) leverage,
(e) special conditions, (f) annual plan and (g) exemptions.

(a) Diversification:
12.3.a.1: The board will employ a commingled fund vehicles account investment structure.

12.3.a.2: The commingled fund vehicle may not exceed a concentration of 40% (by value) in any single property
type or 25% in any single metropolitan statistical area, determined as of the date of the acquisition of a property.

12.3.a.3: Commingled fund vehicles shall be diversified as to region, property type, industry and economic base.

(b) Quality: All assets must be of institutional quality as evidenced by tax-exempt institutional investment in
similar properties, high quality construction and design, a market with underlying fundamental strengths and a
strong location.

(c) Restricted Transactions:

12.3.c.1: All transactions shall be consistent with the provisions of the Code of Fiduciary Conduct as set forth in
Section 14 and the Delegation of Authority to Investment Managers as set forth in Section 15.4, et seq.

12.3.c.2: No properties shall be purchased outside of the boundaries of the United States.

12.3.c.3: No single-purpose, specialized properties (e.g. hotels, medical facilities, land, etc.) shall be
purchased unless the criteria are specified in the investment manager's contract.

(d) Leverage: The use of leverage is permitted only for the purpose of enhancing returns and is limited to no
more than 30% of overall loan to value, with a target of 15% of the aggregate portfolio.

(e) Special Conditions:

12.3.e.1: The commingled fund vehicles shall include specific provisions governing reporting, due diligence,
property valuations, property management, insurance, unrelated business income tax and property specific
environmental evaluations and environmental liabilities.

12.3.e.2: No transaction shall be entered into that does not meet the unique compliance requirements outlined in
the collective vehicle’s private placement memorandum.

(f) Exemptions: The commingled fund vehicle manager(s) must request prior written approval from the Board
for permission to deviate from the provisions of these guidelines.

(9) Annual Plan: The commingled fund vehicle manager(s) must provide the board with a strategic plan review on an
annual basis. Some of the items to be provided in the annual plan include: (1) Organizational Review, (2) Leasing
Status, (3) Operating Income, (4) Distributed Income, (5) Operating Expenses, (6) Capital Expenses, (7) Fees, (8)
Buy/Sell Analysis by Property and (9) Strategy for Coming Year.

12.4 COMMINGLED FUND VEHICLE OVERSITE: The board has determined that engagement is the best course to
implement change.

12.4.a. Whenever possible, SamCERA’s Chief Executive Officer or delegate will secure a seat on the commingled
fund vehicle’s advisory committee and attend its meetings.

12.4.b. Whenever possible, SamCERA’s Chief Executive Officer or delegate will attend the commingled fund
vehicle’s annual meeting.
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13.0 ALTERNATIVE ASSETS
13.1 ALTERNATIVE ASSET PERFORMANCE OBJECTIVES: As set forth in Section 6.3.

13.2 ACTIVE INFORMATION RATIOS: The investment manager(s) retained for each active management
style shall be accountable for maintaining positive information ratios consistent with their investment
management style, as shall be defined in their individual contracts.

13.3 ALTERNATIVE ASSET GUIDELINES: The responsibility for alternative asset securities selection and
purchase and sale decisions is delegated to the alternative asset investment managers in Section 15.4, et
seq.

Alternative investment managers typically must have significant latitude in the strategies and investments
they make and the leverage they introduce into a portfolio. As a result, it is generally not feasible to
impose guidelines and restrictions on such managers, beyond the guidelines and restrictions delineated in
the offering memorandum and limited partnership agreements of each fund.

Those managers, however, shall adhere to the following investment guidelines covering (a)
diversification, (b) quality, (c) restricted transactions and (d) exemptions:

(@) Diversification:

13.3.a. Any alternative investment portfolio shall be expected to be well diversified with a minimum of
five investments to be made in five different companies, ventures or investments.

(b) Quality: All assets must be of institutional quality as evidenced by tax-exempt institutional
investment in similar investment opportunities. Investments must provide exposure consistent with the
stated goal of the alternatives sub-asset class. All categories of alternatives must contribute meaningful
return-enhancing or diversifying properties to the overall SamCERA portfolio.

(c) Restricted Transactions:

13.3.c.1: All transactions shall be consistent with the provisions of the Code of Fiduciary Conduct as set
forth in Section 22 and the Delegation of Authority to Investment Managers as set forth in Section 23.4,
et seq.

(d) Exemptions: The investment manager must request prior written approval from the Board of
Retirement for permission to deviate from the provisions of these guidelines.
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14.0 PRIVATE EQUITY ASSETS

14.1 PrIVATE EQuUITY PERFORMANCE OBJECTIVES: As set forth in Section 6.3.

14.2 ACTIVE INFORMATION RATIOS: The investment manager(s) retained for each sub-asset class shall
be accountable for producing favorable returns (both as compared to their peers in similar vintage years
and on an absolute level) in a manner consistent with their investment mandate. Returns will be
evaluated once the investment manager’s fund portfolio is sufficiently mature.

14.3 PRIVATE EQUITY GUIDELINES: The responsibility for private equity sourcing is delegated to
SamCERA’s investment consultant. The investment opportunity selection and purchase and sale
decisions are delegated to the private equity investment managers in Section 15.4, et seq.

Private equity managers typically must have significant latitude in the strategies and investments they
make and the leverage they introduce into a portfolio. As a result, it is generally not feasible to impose
guidelines and restrictions on such managers, beyond the guidelines and restrictions delineated in the
offering memorandum and limited partnership agreements of each fund.

While SamCERA’s commitments to private equity funds are generally expected to last over the entire term
of each fund’s life, typically 7-13 years, the board may choose to terminate a manager, subject to each
fund’s terms of termination and transfer, if they are dissatisfied with the manager and/or the fund portfolio.

The private equity portfolio, shall adhere to the following investment guidelines covering (a)
diversification, (b) quality, (c) restricted transactions (d) and public disclosures:

(@) Diversification: Subject to availability of sufficient attractive opportunities, the portfolio is to be
diversified over multiple years by the following:

14.3.a.1. Sub-Asset Class: Among buyouts, venture capital, and debt-related / special situations
investments, including the purchase of secondaries in the aforementioned sub-asset classes.

14.3.a.2. Vintage Year: It is expected that roughly equal amounts of new funding will be committed in
each calendar year, with deviations permitted to accommodate market opportunities and to facilitate
initial entry into the asset class.

14.3.a.3. Investment Manager: No more than twenty (20) percent of the private equity portfolio’s target
allocation to may be committed to any one investment vehicle.

14.3.a.4. Geography: Through commitments to funds located and/or investing both in and outside of
the United States.

14.3.a.5. Industry: As fallout of diversified commitments outlined above, it is expected that the private
equity portfolio will be generally diversified by sector/industry.

(b) Quality: All commitments to private equity by SamCERA must be of institutional quality as
evidenced by other tax-exempt institutional investors’ commitments to the investment manager’s prior
or current funds.

(c) Restricted Transactions:

14.3.c.1: : All transactions shall be consistent with the provisions of the Code of Fiduciary Conduct as
set forth in Section 22 and the Delegation of Authority to Investment Managers as set forth in Section
23.4, et seq.

14.3.c.2: Fund managers are expected to comply with SamCERA ’s private placement disclosure rules.
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(d) Exemptions: The investment manager must request prior written approval from the Board of
Retirement for permission to deviate from the provisions of these guidelines.

15.0 HEDGE FUND Assets
15.1 HeEDGE FUND PERFORMANCE OBJECTIVES: As set forth in Section 6.3.

15.2 ACTIVE INFORMATION RATIOS: The investment manager(s) retained for each active management
style shall be accountable for maintaining positive information ratios consistent with their investment
management style, as shall be defined in their individual contracts.

15.3 HEDGE FUND GUIDELINES: The board will determine which strategy(s) the hedge fund manager
will pursue. The investment opportunity selection and purchase and sale decisions are delegated to the
hedge fund investment managers in Section 15.4, et seq.

Once a hedge fund strategy and a manager is selected, that manager must adhere to the strategy(s) they
were selected to manage. The board may choose to terminate a manager, subject to the manager’s
liquidation policy, if they are dissatisfied with the manager and/or the strategy(s).

Those managers, however, shall adhere to the following investment guidelines covering (a)
diversification, (b) quality, (c) restricted transactions and (d) exemptions:

(a) Diversification:
15.3.a. Any hedge fund investment shall be well diversified.

15.3.b Any hedge fund investment shall have a maximum position size portfolio limit, which is to be
determined on a manager-specific basis

15.3.c Any hedge fund investment shall have a maximum industry concentration limit, which is to be
determined on a manager-specific basis

15.3.d Any hedge fund strategy is intended to be uncorrelated with traditional asset classes.

(b) Quality: All assets must be of institutional quality as evidenced by tax-exempt institutional
investment in similar investment opportunities.

15.3.b.1: Any hedge fund investment shall have an economically intuitive approach and the portfolio
managers require a rational economic explanation for why returns they deliver should persist over time

15.3.b.2: Any hedge fund investment shall consist of a portfolio of generally liquid trading instruments;

15.3.b.3: Any hedge fund investment is intended to be highly transparent both in terms of investment
rationale and portfolio characteristics

15.3.b.4: Counterparties for OTC derivatives must either (1) have a long-term rating from S&P of at
least A- or from Moody’s of at least A3 or (2) be approved by the manager’s Counterparty Committee.
In the event that the OTC derivative counterparty is an unrated affiliate whose performance is
unconditionally guaranteed by the parent company, the parent’s credit rating shall apply.

15.3.0.5 Any hedge fund investment shall have a maximum portfolio level leverage limit, to be
determined on a manager-specific basis

15.3.b.6: Any hedge fund investment shall utilize moderate leverage and the portfolio managers should
avoid strategies which might place the portfolio outside the expected ranges outlined. Gross exposures
are expected to range from 800 t01,000 for funds that target 12% annualized volatility.
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(c) Restricted Transactions:

15.3.c.1: : All transactions shall be consistent with the provisions of the Code of Fiduciary Conduct as
set forth in Section 18 and the Delegation of Authority to Investment Managers as set forth in Section
19.4, et seq.

11.3.c.2: Any hedge fund investment shall not make investments in illiquid securities. Rule 144A
securities and convertible securities determined in good faith by the manager to be liquid are not subject
to this limitation.

15.3.¢c.3: Any hedge fund investment shall not make investments in private equity or venture capital
funds or individual private investments

(d) Exemptions: The investment manager must request prior written approval from the Board of
Retirement for permission to deviate from the provisions of these guidelines.

16.0 CoMMODITY ASSETS
16.1 ComMMODITY ASSET PERFORMANCE OBJECTIVES: As set forth in Section 6.3.

16.2 ACTIVE INFORMATION RATIOS: The investment manager(s) retained for each active management
style shall be accountable for maintaining positive information ratios consistent with their investment
management style, as shall be defined in their individual contracts.

16.3 ComMMODITY ASSET GUIDELINES: The responsibility for commodity investment opportunity
selection and purchase and sale decisions is delegated to the commodity asset investment managers in
Section 15.4, et seq.

Once a commodity manager is selected, that manager must adhere to the investment style they were
selected to manage. The board may choose to terminate a manager, subject to the manager’s liquidation
policy, if they are dissatisfied with the manager, the investment style and/or the strategy(s) to employ that
style.

Those managers, however, shall adhere to the following investment guidelines covering (a)
diversification, (b) quality, (c) restricted transactions and (d) exemptions:

(a) Diversification:

16.3.a. Any commodity portfolio shall be well diversified.

(b) Quality: All assets must be of institutional quality as evidenced by tax-exempt institutional
investment in similar investment opportunities.

16.3.b.1: In the US, commodity futures contracts are traded on exchanges regulated by the US
Commodity Futures Trading Commission (CFTC). However, commodity strategies may also make use
of swaps, options, swaptions, forwards and or other investment products.

(c) Restricted Transactions:

16.3.c.1: : All transactions shall be consistent with the provisions of the Code of Fiduciary Conduct as
set forth in Section 18 and the Delegation of Authority to Investment Managers as set forth in Section
19.4, et seq.

(d) Exemptions: The investment manager must request prior written approval from the Board of
Retirement for permission to deviate from the provisions of these guidelines.
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17.0 RISk PARITY STRATEGIES
17.1 RiISK PARITY PERFORMANCE OBJECTIVES: As set forth in Section 6.3.

17.2 ACTIVE INFORMATION RATIOS: The investment manager(s) retained for this management style
shall be accountable for maintaining positive information ratios consistent with their investment
management style, as shall be defined in their individual contracts.

17.3 RIsK PARITY GUIDELINES: The responsibility for risk parity asset mix and investment selection
and purchase and sale decisions is delegated to the risk parity investment managers in Section 15.4, et
seq.

Risk parity managers typically must have significant latitude in the strategies and investments they make
and the leverage they introduce into a portfolio. As a result, it is generally not feasible to impose
guidelines and restrictions on such managers. Instead, the board may choose to terminate a manager,
subject to the manager’s liquidation policy, if they are dissatisfied with the manager and/or the strategy.

Those managers, however, shall adhere to the following investment guidelines covering (a)
diversification, (b) quality, (c) restricted transactions and (d) exemptions:

(a) Diversification:
17.3.a. Any risk parity portfolio shall be well diversified.

17.3.b Any risk parity portfolio shall maintain balanced risk exposures to asset classes at all times,
without putting limits on the maximum or minimum exposure to any one instruments or any one asset
class.

17.3.c Any risk parity portfolio shall hold a portfolio diversified by geography and by asset class

(b) Quality: All assets must be of institutional quality as evidenced by tax-exempt institutional
investment in similar investment opportunities.

17.3.b.1: Any risk parity portfolio shall consist of a portfolio of generally liquid trading instruments;

17.3.b.2: Counterparties for Over the Counter (OTC) derivatives must either (1) have a long-term rating
from Standard & Poor’s of at least A- or from Moody’s of at least A3 or (2) be approved by the
manager’s counterparty committee. In the event that the OTC derivative counterparty is an unrated
affiliate whose performance is unconditionally guaranteed by the parent company, the parent’s credit
rating shall apply.

17.3.b.3: . Any risk parity portfolio shall target an annualized volatility of 10% (or as otherwise outlined
within the investment management agreement). The board realizes that the portfolio’s targeted annualized
forecasted volatility may typically range between 7% and 13%; however, the actual or realized volatility
level for longer or shorter periods may be materially higher or lower depending on market conditions.
Actual or realized volatility can and will differ from the forecasted or target volatility described above.

17.3.b.4: Any risk parity portfolio shall utilize moderate leverage and the portfolio managers should
avoid strategies which might place the portfolio outside the expected ranges outlined. Gross exposures
are expected to range from 250 to 350%.

(c) Restricted Transactions:

17.3.c.1: : All transactions shall be consistent with the provisions of the Code of Fiduciary Conduct as
set forth in Section 18 and the Delegation of Authority to Investment Managers as set forth in Section
19.4, et seq.
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17.3.c.2:Any risk parity portfolio shall not generally make investments in illiquid securities.

(d) Exemptions: The investment manager must request prior written approval from the Board of
Retirement for permission to deviate from the provisions of these guidelines.

Part Four
CONTROLS

18.0 CoDE oF FIbuclARY CONDUCT

CODE OF FIDUCIARY CONDUCT
RESOLUTION 96-97-02, as amended February 22, 2011

This Resolution, adopted by the Board of Retirement (Board)
of the San Mateo County Employees' Retirement Association (SamCERA),
sets forth the Board's Code of Fiduciary Conduct.

WHEREAS Atrticle XVI, 817 of the Constitution of the State of California was amended by the electorate
in 1992 to read, in pertinent part, as follows:

Notwithstanding any other provisions of law or this Constitution to the contrary, the retirement board
of a public pension or retirement system shall have plenary authority and fiduciary responsibility for
investment of moneys and administration of the system, subject to all of the following:

(@) The retirement board-shall have the sole and exclusive fiduciary responsibility over the assets of
the ... system. The retirement board shall also have sole a