EMPLOYEES' RETIREMENT SYSTEM OF THE COUNTY OF
MILWAUKEE

MINUTES OF THE JANUARY 16, 2008 PENSION BOARD MEETING

1. Call to Order

Chairman Dean Roepke called the meeting to ord@déta.m. in the
Green Room of the Marcus Center, 127 East StagetStvlilwaukee,
Wisconsin 53202.

2. Roll Call

Members Present

Linda Bedford

Donald Cohen

Jeffrey Mawicke

Marilyn Mayr

John Parish

Dr. Sarah Peck

Dr. Dean Roepke (Chairman)
Thomas Weber (Vice Chairman)

Others Present

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

Gerald J. Schroeder, Interim ERS Manager

Vivian Aikin, ERS Administrative Specialist

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
Heather Witte, Westfield Capital Management
Ethan Meyers, Westfield Capital Management
Steve Schultzaylilwaukee Journal Sentinel Reporter
Ken Loeffel, Retiree

Esther Hussey, Retiree

Gloria Yelezyn, Retiree

Nancy Beck-Metz, Retiree

Louis Metz, Retiree

MWA1494044_3



Yvonne Mahoney, Retiree
Jack Hohrein

Chairman's Report

(@)

(b)

()
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Introduction of Jeffrey Mawicke

The Chairman welcomed Mr. Mawicke to the PensioarBio

Mr. Mawicke introduced himself, discussing his bgrdund and his
practice as an attorney. The Chairman noted tlhaMdwicke was
not yet sworn in as a Pension Board member arigeiefiore not
allowed to vote at this meeting.

Introduction of Gerald Schroeder

The Chairman introduced Mr. Schroeder as the mt&RS
manager. Mr. Schroeder stated that he has ovge&@ of
experience with employee benefits, 4 of which hgestas the
manager of the City of Milwaukee's pension systéts.indicated
that he had been employed with the County of Milkesuprior to
his employment with the City. In response to asgjoe from

Ms. Mayr, Mr. Schroeder noted that he is in vestefirred status in
the City's, County's and State's pension plans.

Mr. Arena stated that he is pleased to have Mrrégaer as the
interim ERS manager and expressed his hope thabdhroeder
will be a candidate for the permanent ERS managsitipn.

Mr. Arena indicated that Mr. Schroeder has excelleferences
from the City of Milwaukee. Mr. Arena noted tha has already
seen the results of Mr. Schroeder's contributidngesponse to a
guestion from Ms. Mayr, Mr. Arena answered that Bichroeder is
working as an independent contractor.

Annual Meeting Update

The Chairman reported that the Pension Board'ssdameeting will
take place on February 20, 2008 at the Marcus €eMe. Loeffl
indicated that he received the annual meeting mé&ion from the
Retirement Office and stated that an annual meeimige was
published in the REMCO newsletter. He also nolted the
Retirement Office mailed out the annual meetingrimfation to all
of the retirees.



Ms. Hussey inquired about the change of locatiothefannual
meeting. The Chairman stated that the PensiondBeas trying to
find the best place to hold the meeting. He nthetlthere are good
bus connections to downtown and that plenty of ipgris available.
He invited people to make comments and suggestinrike facility
after the annual meeting takes place. He statddatithe request of
Ms. Mayr, the Retirement Office looked at the Cgtssenior
centers as a possible meeting location, but theg Wweoked on the
date of the annual meeting. Ms. Mayr pointed bat the annual
meeting historically takes place at the Zoofari €ebut it was
booked on the day of the meeting. She suggesteditd
Retirement Office book the meeting location fartimleadvance. The
Chairman requested that Mr. Schroeder look intdkimgpthe

Zoofari Center for the 2009 annual meeting, whichtentatively
take place on February 18, 2009, the third Wednestikebruary.

Minutes from December 19, 2007 Pension Board Mgetin

The Pension Board reviewed and unanimously approveithie minutes of
the December 19, 2007 Pension Board meeting. Matiby Mr. Cohen,
seconded by Ms. Bedford.

Reports of Employee Benefits Director and InteriREManaqger

(@)

(b)
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Retirements Granted

Mr. Schroeder presented the Retirements GrantedrRigp the
prior month's retirements. He stated that nineenaents had been
granted in December, and only one retiree electstk DROP.

ERS Fiduciary Liability Insurance

Mr. Arena reported on the status of the renewdhefPension
Board's fiduciary liability insurance for 2008. Italicated that the
Pension Board has the same level of insurance ageeand
deductible amounts as it had in 2007. He statatttie Pension
Board has three levels of coverage, consistinglL6fifillion policies
with AIG, Chubb Insurance and Axis Insurance Conypate
pointed out that AIG is the primary insurer, Chydsbvides the
second layer of insurance and Axis provides thddger of
coverage. He noted that the insurance premium20d08 had
decreased from 2007.



(c) Employee Member Elections Update

Mr. Schroeder discussed the status and timelinthé®oupcoming
employee Pension Board member elections. He reghdnat there
Is only one candidate for the one-year term elactiod that there
are two candidates for the three-year term electtéa indicated
that there will be eight voting locations throughthe County, in
addition to the mobile voting station.

6. Investments

(@) Investment Manager Report — Westfield Capital Mamagnt

Ms. Witte and Mr. Meyers distributed a report ondffield Capital
Management's ("Westfield Capital") management c8ERmall
cap equity strategy and presented it to the Peri&iand on behalf
of Westfield Capital. Ms. Witte stated that Wedtli Capital is
located in Boston, manages over $13 billion in tssaed has 56
employees. Ms. Witte discussed the compositiowestfield
Capital's investment committee.

Mr. Meyers described Westfield Capital's investnsaiection
process. He indicated that Westfield Capital zgsi a team
approach to investment selection in contrast topmrdolio
manager selecting the portfolio's investments.néted that the
firm's principals have an average of 17 years peeence. He
pointed out that the firm continually shares inusstt information.
He explained that the firm's philosophy is to sesscurities of high
guality, growth oriented companies. He stated tivatfirm looks for
superior management teams and that the firm isilygagearch-
oriented. He explained how the firm's disciplinedesting
approach and attention to valuation leads to maketter
investment decisions.

Ms. Bedford stated that the quantitative investrmeahagers did not
perform well during the stock market downturn. @kked how
Westfield Capital performed compared to the quatitié managers.
Mr. Meyers replied by stating that the stock mdskeolatility
allowed Westfield Capital to take advantage of opputies the
market created with respect to the buying andrgetif specific
securities.

Dr. Peck asked Mr. Meyers if Westfield Capital bhas
macroeconomist on staff. Mr. Meyers answeredttiafirm's
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chairman essentially serves the role of the firmisouse
macroeconomist. He noted that the firm uses osit®dearch
services for various purposes, such as ISI for @ron forecasts.
He reported that ISI has been accurate in foregasttonomic
trends for Westfield Capital.

The Chairman stated that Westfield Capital haserfpmed its
benchmark. He asked Mr. Meyers whether the cutvenchmark is
the best benchmark for Westfield Capital. Mr. Msyiadicated that
he believes the current benchmark is the propecteark.

Mr. Meyers explained how the market has performeat the past
several years, including the performance of snal growth stocks.
He noted that Westfield Capital stuck to its diogd approach of
investing in high quality stocks, which resultedjireat performance
in 2007. He stated that Westfield Capital's 208ifggmance helped
raise its longer term numbers.

Mr. Meyers reviewed the ERS portfolio's relativetse weightings.
He pointed out that health care and technology hiaedighest
weightings. He opined that the health care sdwergood valuation
and growth potential. Ms. Bedford asked how the kkS.
President's health care reform will affect Westfi€lapital.

Mr. Meyers stated that health care reform is ontalpeof the firm's
list of items to watch. He explained how Westfi€ldpital conducts
weekly and special meetings to discuss emerginggppuch as
health care reform. In response to the Chairntaréstion regarding
the portfolio's overweighting in technology, Mr. s stated that
he is confident of his firm's weightings. He sthtieat while
technology stocks are very volatile, not all tedogyg stocks in the
portfolio are pure technology stocks. He pointattbat there are
some cheap technology stocks that have movedlpagt¢hnology
bubble. He noted that some technology stocks besat growth
potential, especially in the international area.

In response to Dr. Peck's question, Mr. Meyersugised Westfield
Capital's process of evaluating the managementropanies. He
indicated that his firm looks at the track recooflsenior
management of the companies. He also noted tbairticess of
evaluating a company's management team variesviegtiment
analyst.

Mr. Meyers stated that Westfield Capital will nbange its process
based on market fluctuations and will stay disoigdi in its current
approach. He indicated that Westfield Capitatysg to follow the



(b)
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Pension Board's policy of utilizing minority, womewned and
Milwaukee-based brokerage firms, consistent wilhdiity to
achieve the best execution on trades. The Chaiasked

Ms. Finney-Cooke to provide Westfield Capital wathh updated list
of women and minority-owned brokerage firms.

The Pension Board excused Mr. Meyers and Ms. Wibta the
meeting.

Mercer Report

Ms. Finney-Cooke presented Mercer's Flash Report fo
December 2007. She stated that ERS had a market efjust
under $1.60 billion at the end of December and BR$'s aggregate
market value decreased by 0.5% during Decembechwhi
outperformed the reference index by 20 basis points

Ms. Finney-Cooke noted that growth outperformedigah both the
large and small cap equity markets. She pointédha
international equities dropped 2.2%, while emergmagkets gained
0.4%. She indicated that Baring Asset Managemaestaff to a
good start after becoming an investment manageER8's
international equity strategy in November. Shertgal that
EARNEST Partners outperformed its benchmark. 8hiewed the
underperformance of Reinhart Partners and ArtigsatnBrs against
their benchmarks and noted that there is no refsaoncern. She
also stated the AQR and Westfield Capital Manageineth beat
their benchmarks. She indicated that Hotchkis deywias
terminated in mid-December and the money was teanipr
invested in Russell Mid Cap Value iShares while dderis assisting
the Pension Board in looking for a replacementstiment manager
for Hotchkis & Wiley.

Ms. Finney-Cooke stated that Mercer and Ms. Raleyfinalizing
the revisions to the amendment to the ING Investrivianager
Agreement, which changes the investment guidetmediow ING
to manage investments in global real estate sexsimtstead of only
domestic real estate securities. The Chairmanddslee Riley to
discuss the ING contract. Ms. Riley stated thaSERrrently has a
contract with ING. She reported that ING initiaflgnt an entirely
new contract, but then ING sent an amendment totigenal
contract. Ms. Riley pointed out the changes fromihitial contract,
which included revised investment guidelines ame\a fee
structure. Ms. Finney-Cooke indicated that shedgkr a flat fee



()
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structure and noted that the new fee was aboubgts points
higher than under the current contract. She sthtadhe fee
increase is not significant. She indicated thegrimational
investment managers charge more and that the reeis &asier to
compute. The Chairman noted that ERS is "dropfhieg
performance fee, but not ERS's expectations fdopeance."
Ms. Finney-Cooke pointed out that ING could havieedsfor an
additional 20 basis points for managing internaloeal estate
securities than it could for managing solely donecaestal estate
securities.

The Pension Board unanimously approved the amendmeio
the ING Investment Management Agreement, revisinghe
investment guidelines to allow ING to manage investents in
international real estate securities and alteringhe fee structure.
Motion by Mr. Weber, seconded by Mr. Cohen.

In response to a question from the Chairman reggrtie annual
meeting, Ms. Finney-Cooke stated that she and Mnrison will
be providing a review of ERS's 2007 performanamasket
commentary and an overview of the 2008 market send

The Pension Board excused Ms. Finney-Cooke fronmibeting.

Investment Committee Report

Dr. Peck reported on the January 3, 2008 Invest@enimittee
meeting. Dr. Peck stated that Ms. Finney-CookeMnd5ilvestri
provided the Investment Committee with a book geteet by
Mercer that analyzed four possible candidatestace Hotchkis &
Wiley as ERS's U.S. equity mid cap value investnmeanager.

Dr. Peck reported that all of the candidates wated either A or A-
and that the Investment Committee chose WEDGEt@lapi
Management and Artisan Partners as candidatesiéoditigence
Visits.

Dr. Peck indicated that the Investment Committdeaging further
into the practice of securities lending. She stét@at Mr. Dennison
Is looking at the financial implications of secig# lending on ERS.
The Chairman indicated that he had asked Ms. Rilégok into the
wording of the securities lending agreement withitivestment
custodian.



Dr. Peck stated that the Artisan Partners U.S.tgaquid cap value
investment team located in Atlanta is differenttliae Artisan
Partners investment team that currently servesR&<mid cap
growth equity manager. Dr. Peck pointed out th&D&GE Capital
Management is located in Charlotte.

The Pension Board unanimously approved due diligemcvisits
for interested Pension Board members to WEDGE Capét
Management and Artisan Partners as potential candidtes for
ERS's U.S. equity mid cap value investment managemotion
by Ms. Beford, seconded by Mr. Parish.

In response to Ms. Mayr's suggestion, Dr. Peckezbte add the
topic of examination of divestment of investmemt$Sudan to a
future Investment Committee meeting agenda.

7. V3 Status Report and Resource Request

The Chairman stated that Mr. Campbell would begmeat the next
Pension Board meeting to speak regarding the stétile implementation
of the V3 project. He indicated that Mr. Camplsell3 Status Report was
included in the meeting materials.

8. Vitech Implementation Oversight Committee Report

Mr. Parish stated that the Vitech Implementatiore@ight Committee has
not met since the December Pension Board meekfrgParish noted that
there was a meeting with Vitech regarding the stafithe V3 project's
implementation. He indicated that some issues wened out regarding
Vitech's responsibility on the implementation of ¥3 project. The
Chairman explained the background and history @\8 project to

Mr. Mawicke. The Chairman pointed out that ERSakeduled to have V3
functional by the end of 2008. Mr. Arena stateat the system will be
externally hosted by Vitech.

9. Report of the Task Force on Pension Funding

Mr. Cohen reported that the Task Force on PensionliRg has not met
since the last Pension Board meeting. Ms. Mayedtthat on January 3,
2008, state legislation was introduced that wolllwhaMilwaukee County
to issue pension obligation bonds. She pointedhaitthe State Assembly
passed this legislation on January 8. She indidé&t the State Senate
will vote on the legislation in early February. eéStoted that the Governor
has indicated that he will sign the legislation.
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10.

11.

12.

Ms. Mayr expressed concern about achieving theipated rate of return
when using pension obligation bonds. The Chairasked Ms. Riley to
educate the Pension Board on the issues surrouratidghe mechanics
involved with, pension obligation bonds. Mr. Mstated that there has
been no advertisement for public comment on pensidigation bonds,
nor has the public been invited to comment on mensbligation bonds.
He expressed his concern over the long-term nafutlee bonds.

Mr. Loeffel indicated that he received his informatregarding the status
of the legislation on pension obligation bonds lo& website of the
Wisconsin State Legislature.

Mr. Domina indicated that Ms. Riley will providereport to the Pension
Board on the implications of and issues relategetasion obligation bonds.
The Chairman stated that the Pension Board is hafileying organization
and that the ERS members and retirees should rhakevtews known.

Audit Committee Report

Mr. Parish, the Chairman of the Audit Committeajet that the Audit
Committee has not met since the last Pension Boaeting. He and
Mr. Weber reported that the investment custodiaR Ri&s sent out to
seven recipients. Mr. Huff indicated that he hadtacted Mr. Wally
Morics, the City of Milwaukee Comptroller and memioé¢ the City of
Milwaukee's Employees' Retirement System, at thaast of Mr. Parish.
Mr. Huff stated that Mr. Morics has agreed to seymehe investment
custodian RFP evaluation panel.

Buck Contract Amendment — Fees

Mr. Domina reported on the Buck contract amendraendtdiscussed the
regular COLA adjustment fee increase. He indic#ted Mr. Grady will
provide the Pension Board with more informatiortlos Buck contract
amendment. The Chairman stated that the Buckacramendment will
be discussed at the next Pension Board meeting.

Administrative Matters

(@) Continuing Education/Board Retreats/Training anoféysional
Organizations

The Chairman reported that the International Fotiodaf
Employee Benefit Plans will be hosting an Investtaénstitute that
will take place in San Francisco from April 14-P808.
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13.

14.

The Pension Board unanimously approved the attendae of any
Pension Board member at the International Foundatia of
Employee Benefits Plan's Investments Institute. Maoon by

Dr. Peck, seconded by Ms. Bedford.

(b) November Pension Board Meeting Date Change

The Chairman noted that the proposed November deBsard
meeting date on November 19, 20087 conflicts withlhternational
Foundation of Employee Benefit Plan's annual canfee. He
indicated that the meeting date could be reschdduale

November 12, 2008.

The Pension Board unanimously approved reschedulinthe
November Pension Board meeting from November 19, @8 to
November 12, 2008. Motion by Mr. Cohen, secondedb

Ms. Bedford.

Future Topics

Ms. Mayr suggested adding legislation relating &fDr to the future
topics list.

The Vice Chairman moved that the Pension Boarduadjmto closed
session for the purpose of receiving oral or wmitéelvice from legal
counsel concerning strategy to be adopted witheesp pending or
possible litigation and for considering the finaaicmedical, social or
personal histories or disciplinary data of speqgigcsons which, if
discussed in public, would be likely to have a saial adverse effect
upon the reputation of any person referred to ahgustories or data.

The Board voted 6-0-1 by roll call vote, with Ms. Mwyr abstaining, to
enter into closed session to discuss items 14, 16, 17 and 18. Motion
by Mr. Weber, seconded by Ms. Bedford.

Ernest Herre Appeal of Denied Buy In

The Pension Board discussed Mr. Herre's buy inappelosed session.

Upon returning to open session, the Pension Baadoaviedged receipt of
the following information from legal counsel. TRenployees' Retirement
System of the County of Milwaukee is governed l®y/ Milwaukee County
General Ordinances and the applicable Rules. HRS )7 contains the
time periods during which a member is allowed tmptete a buy in of
service credit for "optional time" and receive segwredit. Rule 207 also
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15.

requires that a member must be an active emplayapgly for a buy in.
Ordinance section 201.24(12.4)(1)(b) limits the anta member can
contribute to his or her membership account to 25%is or her annual
County compensation. The Milwaukee County PenBioard sunset the
buy in program effective December 31, 2006. No iougpplications are
accepted after that time.

Ernest Herre claims that he inquired about sermedit on August 25,
2003 and that he sent a subsequent letter requndstiyp 29, 2007. The
Retirement Office denied his request in a letteed&eptember 20, 2007.

Ernest Herre has appealed the initial denial obhigin request. The
Pension Board reviewed all of the facts and cirdanmes of Mr. Herre's
appeal of his denied buy in request.

In open session, the Pension Board voted 6-0-1, wi¥ls. Mayr

recusing herself, to deny the buy in appeal of Errst Herre on the basis
that allowing such a buy in would now violate and/owould have in
2007 violated (a) Rule 207 by allowing a retired mmber to make buy
in payments; and (b) the 25% of compensation limitaon contained in
Ordinance section 201.24(12.4)(1)(b). Motion by MrCohen, seconded
by Dr. Peck.

Gregory Otto Appeal of Denied Buy In

The Pension Board discussed Mr. Otto's appeabsed session.

Upon returning to open session, the Pension Baadoaviedged receipt of
the following information from legal counsel, indition to the background
legal counsel presented with respect to Mr. Helnaysin appeal. The
Ordinances do not allow ERS to accept payments &enember's account
in the County's 457 deferred compensation plan/'B&an") or a member's
individual retirement account ("IRA"). The Milwaa& County Pension
Board also has adopted procedures to govern thanestiration of
members' in process buy ins with previously acakgée’ Plan payments.

In December 2005 and August 2006, Gregory Otto megeests to
purchase service credit for time worked as a sedsoorker between July
9, 1971 and August 4, 1978 for the Milwaukee Coulrdyks System. The
Retirement Office denied Mr. Otto's request inteetedated August 28,
2007. Gregory Otto has appealed the initial deafi&is buy in request.
The Pension Board reviewed all of the facts anclionstances of

Mr. Otto's appeal of his denied buy in request.
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16.

17.

18.

19.

In open session, the Pension Board unanimously ageto deny the
buy in appeal of Gregory Otto, and return, to the atent permissible by
applicable law, Mr. Otto's initial buy in payment of $7,200.76, on the
basis that allowing such a buy in would now violatand/or would have
in 2007 violated (a) Rule 207 by allowing a retirednember to make
buy in payments after his pension commencement daté) the 25% of
compensation limitation contained in Ordinance seabn
201.24(12.4)(1)(b); and (c) the prohibition againsaccepting 457 Plan
payments or IRA payments. Motion by Mr. Cohen, seanded by

Mr. Parish.

Pending Litigation

The Board discussed the following pending litigatio closed session:

(@) Milwaukee County, et al. v. Mercer Human Resouroeiilting

(b) Hansonv. ERS

Report on Special Investigation

The Board discussed the report on special invagiigan closed session.

Report on Compliance Review

The Board discussed the report on compliance rewashosed session.

Adjournment

The meeting adjourned at 11:45 a.m.

Submitted by Steven D. Huff,
Secretary of the Pension Board
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