EMPLOYEES' RETIREMENT SYSTEM OF THE COUNTY OF MILWA UKEE
MINUTES OF THE JULY 16, 2008 PENSION BOARD MEETING

1. Call to Order

Chairman Dr. Dean Roepke called the meeting tor@atl®:30 a.m. in the Green Room
of the Marcus Center, 127 East State Street, Mik@auWisconsin 53202.

2. Roll Call

Members Present Members Excused
Linda Bedford (Vice Chair) Jeffrey Mawicke
Donald Cohen

Roy Felber

Mickey Maier

Marilyn Mayr

John Parish

Dr. Sarah Peck

Dr. Dean Roepke (Chairman)

Others Present

David Arena, Director of Employee Benefits, Depahiof Administrative Services
William Domina, Corporation Counsel

Gerald J. Schroeder, ERS Manager

Vivian Aikin, ERS Administrative Specialist

Sushil Pillai, V3 Project Manager

Gordon Mueller, Fiscal Officer

Dale Yerkes, Assistant to the Fiscal Officer

Bess Frank, Ad Hoc Oversight Committee

Steven Huff, Reinhart Boerner Van Deuren s.c.
Leigh Riley, Foley & Lardner LLP

Kristin Finney-Cooke, Mercer Investment Consulting
Terry Dennison, Mercer Investment Consulting
Kenneth Weinberg, ING Clarion Real Estate Secwritie
Mark Babiec, ING Clarion Real Estate Securities
Ken Loeffel, Retiree

Louis Metz, Retiree

Nancy Beck-Metz, Retiree

Daniel Peterson, Reinhart Boerner Van Deuren s.c.
Alicia Mohn, Reinhart Boerner Van Deuren s.c.
Jacob Curtis, Reinhart Boerner Van Deuren s.ymnt
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Lauren Storey, Reinhart Boerner Van Deuren s.teriin
Matthew Hofmeister, Reinhart Boerner Van Deurern $ntern

3. Chairman's Report
The Chairman reminded the Pension Board membetrghttnamust file their quarterly
economic interest statements.
4. Minutes
(@) Minutes of the May 28, 2008 Pension Board Meeting
The Pension Board reviewed the minutes of the M&y2R08 Pension Board
meeting.
The Pension Board unanimously approved the minutesf the May 28, 2008
Pension Board meeting. Motion by Mr. Cohen, secord by Ms. Bedford.
(b)  Minutes of the June 18, 2008 Pension Board Meeting
The Pension Board reviewed the minutes of the 38n2008 Pension Board
meeting.
The Pension Board voted 7-0-1, with Dr. Peck abstaing due to her absence
from that meeting, to approve the minutes of the Jone 18, 2008 Pension Board
meeting. Motion by Mr. Cohen, seconded by Ms. Bedfd.
5. Reports of Employee Benefits Director, ERS Manaet Fiscal Officer

(@)
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Selection of ERS Manager

Mr. Arena stated that it was his pleasure to anoeuhat Mr. Schroeder has been
appointed permanent ERS Manager effective Jun2@®IB. Mr. Arena noted that
Mr. Schroeder has a master's degree in manageme g a veteran of the armed
forces. Mr. Arena indicated that Mr. Schroedewvpesly worked for Milwaukee
County and the City of Milwaukee Employees' RetieanSystem. Mr. Arena
stated that he has been extremely impressed wowkithgMr. Schroeder in his
capacity as Interim ERS Manager.

The Chairman congratulated Mr. Schroeder on higipos Ms. Mayr stated that
she is pleased and proud to have Mr. Schroedéegsermanent ERS Manager.
In response to a question from Ms. Mayr, Mr. Arstated that he received three
other applications for the ERS Manager positioa assult of the nationwide
search. He commented that he was disappointedti@temall number of
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applicants, which he attributed to the salary. ské¢ed that ERS is fortunate that
Mr. Schroeder, a highly qualified candidate, isikde for the position .

Retirements Granted

Mr. Schroeder presented the Retirements GrantedrRigp June 2008. He
reported that 26 retirements were granted in Mating that 6 retirees elected
back DROPs in amounts totaling $1,065,845.

ERS Monthly Activities Report

Mr. Schroeder reviewed the 2008 ERS Monthly AcigtReport. He reported
that ERS has paid out $58,935,181 in benefits 082&nhich is in line with the
amount of benefits paid through June in 2007.

Mr. Schroeder stated that there was a 22% increake number of direct
deposits in June. He pointed out that the direpbdit information for 300-400
additional individuals will be entered into the kéhpayment system in July,
which will raise the direct deposit utilization eab between 94-95%. Mr. Loeffel
commended Mr. Schroeder for strongly encouragiegute of direct deposit.

Mr. Loeffel inquired what will happen when direapmbsit utilization rate reaches
95%. Mr. Schroeder stated that the direct depesiie is on the next Audit
Committee meeting agenda. The Chairman statedit@dension Board is
concerned that the 5% of retirees not using doleposit might not receive their
checks on time.

He indicated that a toll free customer service ghommber was set up on July 3,
especially for out-of-state retirees: 877-MLCOE@®S2-6377).

Mr. Schroeder stated that the V3 System trainidgbeiintensive and is a very
high priority of the Retirement Office. He notdtt the plan is for every
Retirement Office employee to receive a total oh80rs of V3 System training in
August and September.

Mr. Schroeder explained which of the prior Pendoard meeting minutes have
been imaged.

Waivers

The Pension Board reviewed four benefits waiveesated and presented by
Gerald Schroeder. Mr. Huff stated that CorporaG@munsel had asked his office
to review the waivers. Mr. Huff indicated that NDomina wanted to avoid any
appearance of a conflict of interest by having Nuff's office review the waivers
because Corporation Counsel had signed benefitansaas well. Mr. Huff
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reported that the four waivers signed by Mr. Sctevseare the four standard
benefit waivers used by ERS.

The Pension Board unanimously agreed to accept theaivers presented by
Mr. Schroeder. Motion by Ms. Bedford, seconded byir. Cohen.

Cash Flow Report

Mr. Mueller introduced Dale Yerkes, CPA and statet Mr. Yerkes has been
assigned to temporarily assist him with his duties. Mueller stated that ERS
will need cash flow of $10 million per month forr®dit payments until the end of
the year and noted that he will come back to thesida Board if anything
changes. He indicated that ERS currently is le ltelow its standard two-month
benefit payment reserves, but that he does notceqpg large back DROPs,
which would require using the reserves.

The Pension Board unanimously approved Mr. Muellers cash flow request
for $10 million per month for benefit payments from August through
December 2008 with the source of the funds to beaemmended by Mercer.
Motion by Ms. Mayr, seconded by Mr. Cohen.

Annual Report

The Pension Board reviewed the content of the HZR3 annual report.

Mr. Arena stated that there are possible cost gauy not printing a copy of the
annual report for employees. He indicated that BIRSld save on paper and
shipping costs by posting the annual report onlide.noted that ERS would still
print and distribute the annual report by mailte tetirees. Ms. Mayr supported
Mr. Arena's proposal. Mr. Loeffel pointed out thiaferred vesteds do not receive
a copy of the annual report. He suggested that &Rl notify retirees on either
checks or direct deposit slips that the next anreg@brt will be posted online in
2009 and will not be mailed unless the retiree estgia printed copy of the annual
report.

Ms. Mayr stated that the cost savings of postirgathnual report online should be
determined prior to discontinuing the mailing o tinnual report. Mr. Mueller
estimated the cost savings to be over $2 for eaph not mailed. Ms. Mayr

noted that it might be contrary to open recordsmaivto mail the annual report.
Mr. Felber asked whether ERS is required to pmt distribute the annual report.
Mr. Huff indicated that he believes that the opecords law does not require ERS
to print and distribute the annual report to retire

Mr. Loeffel stated that the posting of materialstioa internet is increasingly being
accepted as complying with open records requéstssuggested that ERS post
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the materials online and make a printed copy abi&lt those who request a
copy. Mr. Felber suggested that the Pension BaskdMr. Huff to determine the
legal requirements for distributing an annual répdr. Huff stated that he will
research the requirements for distributing ERSs1ahreport and consult with
Corporation Counsel.

The Pension Board unanimously agreed that so longsat is legally permitted
under applicable open records laws and all other ggicable Ordinances and
statutes:

1. The ERS annual report for the year ended Decenep 31, 2007
will be posted online and current Milwaukee Countyemployees and vested
deferred members shall not receive a printed copyfahe 2007 annual report.

2. Milwaukee County employees will receive a comnmication
indicating that the 2007 annual report is availablego them online and that a
printed copy will be made available to them, if thg would like one.

3. A printed copy of the 2007 annual report will ke sent to retirees
receiving benefits from ERS.

4. Retirees will receive a notice from the Retireent Office at some
point within the next year informing retirees that the annual report for the
year ending December 31, 2008 will be available oné for retirees, but that
retirees will be able to request a printed copy othe annual report. This
communication will be sent with the retiree's checlor payroll deposit advice.

5. The annual report for the year ending DecembeB1, 2008 will be
available online for all members and retirees, buall members and retirees
will be able to request a printed copy.

Motion by Mr. Felber, seconded by Mr. Maier.

Mr. Mueller stated that the annual report will le&tsout in one month. Ms. Mayr
suggested that the annual report contain a statewnehe status of the Mercer
actuarial litigation. Mr. Mueller asked whetheetb are any other
recommendations or issues. A Pension Board mendied that the cover letter
letterhead should be updated. Ms. Mayr statedttieafinancials should indicate
when the numbers are in thousands.

The Pension Board unanimously approved the annualeport with
appropriate modifications. Motion by Ms. Bedford, seconded by Mr. Cohen.
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Investment Manager Report — ING Clarion

Mr. Babiec and Mr. Weinberg distributed a reporiN®& Clarion Real Estate
Securities' ("ING Clarion") management of ERS'd estate strategy and
presented it to the Pension Board on behalf of ®&ion.

Mr. Babiec stated that ING Clarion invests in restiate securities throughout the
world. He reported that there has not been anyagement changes or litigation
against ING Clarion since ING Clarion's last préagan to the Board. He
indicated that ING Clarion's stable, deep managéteam sets ING Clarion apart
from its competition. He noted that the team loa$ dnly one senior professional
in the last year.

Mr. Maier asked how ING Clarion is impacted if farent organization needs
capital. Mr. Weinberg indicated that ING Clariord® Estate Securities is a
self-contained business and is the largest global Bstate Investment Trust
("REIT"). In response to a question from Ms. Bedfdvr. Weinberg stated that
the insurance arm is the biggest part of ING.

Mr. Babiec discussed ING Clarion's philosophy farghasing real estate. He
indicated that ING Clarion purchases undervaluatlestate securities, manages
risk through country and position limits and divBes globally. He stated that the
portfolio is designed with a top-down approach,le/Becurities are selected with
a bottom-up approach. He noted that securitiexgeh is based on fundamentals
and discipline.

In response to a question from the Chairman, Mrin&rg stated that there are
better real estate opportunities in Asia than i.l&nd Europe, whose real estate
markets are going through corrections. Mr. Weighmpined that all markets are
related, so there will be some pain in Asia as wieik noted, however, that there
are some unique real estate risks in Asia.

Mr. Babiec indicated that part of the securitides®on process is to meet with the
managers. He stated that the investment team gaassecurity a relative value
analysis ranking. He pointed out that the tealoaking for companies with low
leverage and a strong management team.

Ms. Bedford asked the representatives to explarstiucture of a REIT.

Mr. Weinberg stated that REITs started in the WhB¢ates in the 1960's. He
indicated that REITs are income-oriented vehiae®lving pooled investments in
commercial real estate. He noted that REITs pay00% of their income as
dividends. He pointed out that over 20 countrieslawide offer REITSs.
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Mr. Babiec stated that ING Clarion also utilizedisciplined process in deciding
when to sell an investment. He explained how M@ Clarion portfolio
management team meets daily to make changes pmttfelio. He also discussed
how the team sells and investment when the invedtneaches its target price,
there is a fundamental change in the investmergisagement team or the ING
Clarion portfolio management team recognizes a&betestment opportunity. In
response to a question from Mr. Maier regardindfplio turnover, Mr. Weinberg
stated that the real estate securities are helagroximately two years.

Mr. Weinberg stated that ING Clarion is utilizinglafensive allocation in the
current market, which involves underweighting hethd office space and
overweighting healthcare due to the long-term damographic. He noted that
ING Clarion is focused on investing in the highgsality pieces of real estate
during this downturn. He indicated that the inwestt team is avoiding new
development and companies with balance sheet iskuget the difficulty in
refinancing properties. He indicated that the raairk not seeing an oversupply of
commercial real estate as it saw in the early 5980’

Mr. Weinberg stated that 90% of what the REITs Ii@&sts in do is collect rents
on 5-10 year leases, which results in ING's eamgtgeam being fairly stable. He
noted that leases provide support for the overaitlednd stream.

The Pension Board excused Mr. Weinberg and Mr. &afsbm the meeting.

Mercer Report

Mr. Dennison provided a brief overview of the statii the economy. He stated
that the nation's Gross Domestic Product is stdlifive, primarily as a result of
exports due to the depressed value of the U.SardoHe noted that the dollar
recently has begun to show signs of strengtherlagive to other currencies. He
indicated that the current unemployment rate o¥6i% high, but not as high as
the 2001-2002 recession. He commented that corstonédence has been
shaken by high gas prices and the housing cridésstated that oil prices have
risen due to speculation caused by leveraged positiHe pointed out that a
major housing price index continues to indicate tiwaise prices are falling, but
are declining at a slower rate.

Mr. Dennison discussed the inflationary effectshaf market on food and energy.
He stated that the economy is not entering antiaflary spiral, but rather is
seeing price surges in commodities. He notedwihalesale food prices are
starting to decline and that credit crises arenaiy deflationary. He opined that
we are not seeing real inflation, and that theemitrinflation is not as dangerous to
the economy as was the case with inflation in #te 1970's and early 1980's.
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He explained how the market is in a difficult peri@nd commented that the fixed
income area particularly is facing significant stre He stated that housing-related
investments are difficult to price and that therapproximately $1 trillion

invested in these types of investments. He ind&tétat U.S. companies are more
forthright in disclosing these investments thanrtBeropean counterparts,
partially as a result of Financial Accounting Startl157, which requires assets to
be listed on the balance sheet at fair value. teted that the uncertainty
surrounding the status of the economy is causirgegnamong investors.

Mr. Dennison stated that Fannie Mae and Freddie &acdhe two principal
domestic entities that guarantee mortgages. Hedtedl that Fannie Mae and
Freddie Mac are quasi-governmental entities thaurg&ze mortgage loans. He
noted that their bonds are traded as if therdéslaral government guarantee
without there actually being any such guaranteepa®sed to Ginnie Mae, whose
debts are guaranteed by the Federal governmenstattl that Fannie Mae and
Freddie Mac guarantee approximately $5 trillioml@bt. He noted that Fannie
Mae and Freddie Mac are chartered by Congressvimgta by individual
shareholders. He opined that the equity of Fahtae and Freddie Mac is not
guaranteed and will decline in value, but he belsethat their bonds will maintain
their value.

Mr. Dennison stated that Fannie Mae and Freddie Macomponents of the
S&P 500 and Russell 1000 indices, however, théative weightings in the
indices have decreased substantially. He indicii@dMercer reviewed the
holdings of several managers' portfolios and nttatlFannie Mae and Freddie
Mac consisted of up to 5% to 6% of some portfolible commented that most
active managers underweighted Fannie Mae and edédialc, which demonstrates
one of the benefits of active management over passanagement.

In response to a question from Ms. Mayr, Mr. Deanistated that the
government's intervention has helped strengtheddbhé market because bond
market investors interpreted the government's m¢tionean that the government
will not let the bond market fail.

In response to a question from Ms. Bedford regardatent housing
developments, Mr. Dennison stated that there wbaldo housing activity
without a functioning mortgage securitization markee noted that housing
prices are lower but financing is more difficultdbtain. He indicated that both
political parties understand and appreciate tha treed to keep Fannie Mae and
Freddie Mac functioning in order to allow peopleotatain mortgages and have
housing transactions continue.
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Mr. Dennison stated that the government has begncveative in protecting the
economic system. He opined that the system isgt@od intact. He noted that
the government has several precedents saving edwabganizations.

Ms. Finney-Cooke presented Mercer's Flash Repodupne 2008. She stated that
ERS had a market value of just over $1.49 billibtha end of June and that ERS's
market value decreased by 4.4% during June, whigbeoformed the reference
index by 50 basis points.

Ms. Finney-Cooke reported that the large cap damegquity market fell 8.3%
during June, while the small cap equity marketided 7.7%. She noted that
growth outpaced value in the large and small cagef She reviewed the
performance of the international equity marketjngpthat the MSCI EAFE Index
of developed markets decreased by 8.2%. She pomiethat emerging markets
fell 10.0% in May. She stated that the investnggate fixed income market
declined 0.1% during June and high yield issuesrpatformed the broad market,
losing 2.7%.

Ms. Finney-Cooke reported that Artisan Partners sedscted as ERS's new mid
cap value manager, replacing Hotchkis & Wiley. Btwkcated that the transition
of assets from the BGI iShares to Artisan Partoecsirred on June 26, 2008.

Ms. Finney-Cooke stated that the performance oEfR8 portfolio is ahead of the
Composite Market Index, especially over the 3, &nd 10 year periods. She
noted that the portfolio's absolute performanadoisn because the overall market
is down, but the portfolio's relative performansgositive. She stated that ERS's
asset allocation is conservative, which means dnégho will generally perform
better in down markets.

Ms. Finney-Cooke indicated that value managershvaille a rough time in the
current market because value managers generathfinaincial stocks, which are
not performing well. She opined that the interowail markets are valued fairly,
so there is a good outlook for future gains in ¢hemrkets.

Ms. Finney-Cooke reviewed the performance of ERfSastment managers. She
stated that Boston Partners was ahead of its bear&hfior June and for the longer
time periods. She noted that Artisan PartnersReidhart Partners, Inc. lagged
behind their benchmarks, but both are ahead of Blegichmarks over the longer
term. She indicated that EARNEST Partners and fig&sCapital Management
were both ahead of their benchmarks. She poiniethat AQR has been behind
its benchmark since its inception as an ERS managéenoted that AQR has been
an investment manager for ERS for approximatelyyee, which is too short of

a time period to properly evaluate the performasfce manager. She commented
that the current market is hard for quantitativenaggers like AQR, who tend to
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invest with a value strategy, and indicated thatddeis monitoring AQR. She
reported that ERS's international managers wegatbfiahead of their
benchmarks, while the fixed income managers wenergdy in line with their
benchmarks.

In response to a question from the Chairman reggridlie management changes at
Boston Partners, Ms. Finney-Cooke stated that Mesagomfortable with the
management changes.

She indicated that ERS is within its acceptablgearfor its asset allocation
policy.

Investment Committee Report

M July 7, 2008 Meeting

Dr. Peck stated that Generation Growth Capital naasiecond
presentation to the Investment Committee at itg JuR008 meeting. She
indicated that Generation Growth Capital is a gavequity fund that
invests primarily in small Southeast Wisconsin camips. She pointed
out that Generation Growth Capital represents gusopportunity to
obtain exposure to a different asset class thapoaride private equity
type returns. Dr. Peck noted that such an inveastisaifficult to
compare because of its uniqgueness. She stateGdénatration Growth
Capital is a new private equity fund, so it hagnagck record and the
Investment Committee cannot follow its normal diigence process.
She indicated that Mr. Mawicke and Mr. Maier voksrted to conduct the
due diligence on Generation Growth Capital by plgg@hone calls.

Dr. Peck stated that she attended the Wharton timegds courses
conducted by the International Foundation of Eme&®Benefit Plans.
She indicated that the courses she attended orsedé and international
investments were very helpful, especially in lighthe upcoming asset
allocation review.

Dr. Peck reported that she received a notice treat®t will be hosting an
Americas Investment Forum in Montreal on Octoband 3, 2008, which
will cover major investment trends.

(i)  Private Equity

Ms. Finney-Cooke presented Mercer's private eqeNiew presentation.
She indicated that ERS's old and new portfolios Widams Street
Partners were almost completely liquidated. Skeweed the status of
ERS's investment in the Adams Street Partnershmol Puogram and the

10
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Brinson Partnership Fund Program. In responsegieeation from

Dr. Peck, Ms. Finney-Cooke stated that the interai@ of return is
calculated by accounting for the cash in-flow antflows in addition to
beginning and ending values.

Ms. Finney-Cooke indicated that the old portfolr@ahe Brinson
Partnership investment have brought down the ovexi@ of return of
ERS's investment with Adams Street. Mr. Dennisoimted out that
private equity programs of the late 1990's hadthrtelogy component,
which decreased overall performance of these griggquity investments.
Mr. Maier asked what the Adams Street returns woeldf fees were
taken into account. Ms. Finney-Cooke estimatet Aldams Street's fees
would bring the returns down by approximately 1.&2%. Mr. Maier
suggested that Mercer analyze the effect of Adamees fees on the
investment's return.

Ms. Finney-Cooke reported that the old portfolicanpletely liquidated
and the $453,111 remaining in the new portfolid b liquidated over
the next 12-18 months. She stated that the $1Bi®nrin the Brinson
Partnership investment will be liquidated over tieat 5-7 years, while
the $4.8 million in the Adams Street Partnership tnaer 10 years
remaining. She noted that the $2.2 million investtrwith Progress has
18-24 months before it is liquidated.

Ms. Finney-Cooke stated that ERS had 1.7% of itfqm allocated to
private equity/venture capital as of May 31, 20&he indicated that ERS
is underweight in private equity because the invesit policy allows a
3% allocation to this type of investment.

Ms. Finney-Cooke stated that ERS can invest $2komiin the private
equity asset class to attain the 3% target allooamount. She indicated
that ERS can make total additional commitmentsppraximately

$50 million due to the time delay caused by whendbmmitment is
actually invested.

Ms. Bedford asked what happens to the funds dahnegommitment
period and whether fees to withdraw the funds eflected in the internal
rate of return. Ms. Finney-Cooke stated that Ad&tnset gives advance
notice of capital calls so ERS can manage thedsgsciated with
withdrawals. She noted that there is an opponwost associated with
an investment in private equity but the hope iadbieve a higher return.
Dr. Peck indicated that the Pension Board couldsemv the private
equity commitment as coming from the cash portibthe portfolio.

11
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Ms. Finney-Cooke stated that ERS could make a ¢6t&50 million
private equity commitment, with $30 million alloedtto the 2009 Adams
Street Partners Global Program to be drawn downtowe and another
$20 million allocated to niche private equity maeey She indicated that
Adams Street is rated an "A" by Mercer but notet there are other
private equity managers. She reviewed a list téiical private equity
managers actively seeking funds to invest.

In response to a question from Mr. Maier, Ms. Fiyr@moke stated that
Mercer would still recommend the Adams Street dloiii@ring even if

the domestic offering was available because oepanded opportunities
provided by the global market. In response toestjan from the
Chairman regarding the breakdown of investmente@Adams Street
global offering, Ms. Finney-Cooke stated that thealkdown is contained
in the Adams Street presentation given at the Ra@msion Board
meeting.

Ms. Bedford requested that Mercer add Baird Eq@éytners to the list of
potential private equity firms. Ms. Finney-Cookatsd that Mercer will
add Baird to the list along with Mercer's ratingBzlird and an
explanation of why it was not included in the ialtiist of potential
private equity candidates. In response to a questom Ms. Mayr,

Ms. Finney-Cooke explained that the ratings forgheate equity
managers are Mercer's ratings and are not the aauie ratings given to
fixed income investments. Ms. Bedford agreed. &ke noted that
manager ratings are subjective and that differensgltants may give the
same managers different ratings.

In responses to a question from Mr. Felber, Msn&jrCooke stated that
there is no charge by Mercer for searching foraditeonal private equity
manager. Mr. Dennison commented that ERS coulceraatommitment
to Adams Street and run a concurrent search fahangrivate equity
manager. Mr. Huff stated that at this point, ERBs1mitment to Adams
Street would only be a soft commitment, which methas ERS is
holding its place in line. Ms. Bedford opined tkia¢ Pension Board
should conduct a private equity manager search.

In response to a question from Mr. Felber, Mr. Dsom stated that some
private equity managers, like Adams Street asleéoly commitments
because the underlying fund will close once itiatta predetermined
capacity. Ms. Finney-Cooke indicated that somegbei equity managers,
like Adams Street, also give existing clients tinst fopportunity to invest
in a new fund. She commented that the currengpiequity market is

12



favorable to investors because there is less lgeeaagailable in the
market.

Mr. Felber suggested that the Pension Board stariduct a private
equity manager search in order to form a new managggionship, so
that in the event the current relationship with AdaStreet deteriorates,
ERS has another private equity manager to invest vidr. Peck pointed
out that ERS has the opportunity to make a softmitment to get a
place in line with Adams Street while conductingter investment
manager search.

The Pension Board unanimously agreed with Mercer's
recommendation to commit $30 million to the Adams tBeet Partners
2009 Global Program from a source to be recommendday Mercer at
a later date and to simultaneously conduct a seardio analyze other
private equity managers. Motion by Ms. Mayr, secoded by

Mr. Maier.

The Chairman stated that Mercer should presentE£53® million
commitment to Adams Street and should also begircheng for
additional private equity managers.

The Pension Board excused Mr. Dennison and Ms eyi@ooke from
the meeting.

7. Chair and Vice Chair Selection Process

The Chairman stated that Mark Grady was askedawaighe a report relating to the
history of the Chairman and Vice Chair positiong, e is not available to present the
report. Consequently, the discussion regardingteirman and Vice Chair positions
will be held over until the next Pension Board nreget

8. Vitech Project Report

Mr. Arena reported that he and Mr. Pillai recemiid a productive meeting with the
Vitech management staff in New York. Mr. Arenaatthat delay charges were
incurred due to a five-month delay at the beginmmhthe project. Mr. Pillai stated that
the delay charges could amount to between $75@¢$0,000,000. Mr. Pillai
commented that Mr. Arena established the frameviarkhe meeting with Vitech
extremely well, and consequently, the meeting weny well. He indicated that the
delay charges could be eliminated if there is &ol#l work for Vitech in 2009. He
pointed out that some work in 2009 has been pregefdr Vitech. Mr. Felber asked what
the delay charges will be if there is no work faté¢h in 2009. Mr. Arena stated that
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Vitech will still waive the delay charges if thaseno work, but ERS expects needing
approximately $300,000 in additional work from \éitein 2009.

Mr. Pillai presented the V3 status report. He rigggbthat the overall project is
progressing well and the pension side is almostptet®. He stated that the project is
delayed by approximately three weeks. He indic#tatithis delay will not affect the
scheduled go live date because of the built-in @orghion, but the project must stay on
schedule to meet the go live date. He statedthlea¢ will be an aggressive schedule for
the life and health module and that July is a@ltmonth. He pointed out that the
implementation schedule for the life and health mdeds difficult but attainable.

Mr. Felber asked what could impact the project linee Mr. Pillai stated that the risk is
that pension and life and health modules mightoeateamless, but he indicated that the
system can still go live if the processes are iedédent. Mr. Pillai noted that the testing
stage is critical and pointed out that the teantinaally monitors the systems testing.
He reported that the data conversion process gr@ssing extremely well and that two
more rounds of data conversions remain.

Mr. Pillai discussed the reasons why the Pensiaard@meeting minutes project was not
completed in June, but noted that there is notthagindicates the project will not be
completed by the end of July. He stated thatphogect does not affect the timeline for
the overall project. He pointed out that the Jap@809 go live date has not changed
despite the three-week delay. He noted that hésaargo live in December 2008 and
there are contingencies in place if the projecioison schedule.

Mr. Felber inquired whether the switch from WP&tdifferent health provider in 2009
will cause any problems. Mr. Pillai stated thateav provider should not present any
problems because the new system's standards vesenped to all current and
prospective vendors. Mr. Arena indicated thapedispective health providers are aware
of the Vitech project and standards.

Mr. Pillai stated that the project's budget hasamainged except for a $2,000 decrease in
the contingency to accord for double counting thst two days of May in April. In
response to a question from Mr. Maier, Mr. Pill@ted that training is a concern due to
the amount of training necessary to become praficielowever, he clarified that

training is not a great concern at this time.

9. Vitech Implementation Oversight Committee Report

Mr. Parish stated that he was not in attendanteeaiuly 8, 2008 Vitech Implementation
Oversight Committee meeting and that Mr. Arena foitlvard the report from that
meeting.
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10.

11.

12.

13.

Audit Committee Report

Mr. Parish reported that the most recently schetlaledit Committee meeting was
canceled.

Administrative Matters

The Pension Board discussed upcoming educatiormahaes. Dr. Peck discussed
Mercer Investment Consulting's Americas Investniertum.

The Pension Board unanimously approved the attenda® of any member who
wishes to attend Mercer Investment Consulting's Amcas Investment Forum in
Montreal, Quebec, Canada on October 2-3, 2008. Monh by Mr. Cohen, seconded
by Mr. Felber.

Ms. Mayr stated that certain Ordinance amendmentt bve passed by the County Board
to maintain ERS's and OBRA's tax qualification.

Ms. Mayr discussed an upcoming Fraud Preventiotituites offered by the International
Foundation of Employee Benefit Plans in AtlantityCNew Jersey on September 17-18,
2008. She stated that fraud prevention is a neortant topic.

The Pension Board unanimously approved the attendae of any interested member
to the Fraud Prevention Institute. Motion by Dr. Peck, seconded by Ms. Mayr.

Mr. Loeffel suggested that the Board review thentémits for the Chairman and Vice
Chairman. The Chairman and Mr. Domina statedtti@term limits are clear in the
Ordinances. Mr. Domina indicated that he will fang a copy of the term limits to
Mr. Loeffel.

Report on Special Investigation

Ms. Riley stated that there is nothing to report@ating to the special investigation.

Disability Pensions, Earned Income Statements € RQLO

Ms. Bedford moved that the Pension Board adjouim ¢tosed session for the purpose of
receiving oral or written advice from legal counsehcerning strategy to be adopted with
respect to pending or possible litigation and fmmsidering the financial, medical, social
or personal histories or disciplinary data of spegersons which, if discussed in public,
would be likely to have a substantial adverse éfigon the reputation of any person
referred to in such histories or data.

The Pension Board voted 8-0 by roll call to entemito closed session to discuss
Agenda Items 13, 14, and 15.
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14.

15.

16.

17.

Upon returning to open session, Mr. Huff stated timane of the eight individuals are
eligible for normal pensions.

The Pension Board unanimously agreed to send letteby courier to eight
individuals who have not returned their earned incone statement requesting copies
of their tax returns and begin withholding benefitpayments pursuant to Rule 1010
if the Retirement Office does not receive their taxeturns within one month from

the date of the letters.

Pending Litigation

The Board discussed the following pending litigatio closed session:
Milwaukee County, et al. v. Mercer Human Resouroastilting.

Report on Compliance Review

The Board discussed the report on compliance rewashosed session.

Custodial Bank Services RFP Recommendation

The Chairman stated that the Pension Board may emdeclosed session to conduct
specific business whenever the discussion willadiyeand substantially affect
negotiations with a third party.

The Pension Board voted 8-0 by roll call vote to e¢er into closed session to discuss
Agenda ltem 16.

Upon returning to open session, the Pension Boaraied 5-2-1, with Mr. Felber and
Ms. Bedford dissenting, and Dr. Peck abstaining, toetain Bank of New York
Mellon as ERS's investment custodian, subject to saessful negotiations over
acceptable agreements.

The Chairman asked Mr. Mueller to schedule traimnghe Bank of New York Mellon's
online system.

Adjournment

The Chairman cancelled the August Pension Boardingee
The meeting adjourned at 1:.55 p.m.

Submitted by Steven D. Huff
Secretary of the Pension Board
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