MINUTES

Regular Meeting of the
Sacramento City Employees’ Retirement System
Administration, Investment and Fiscal Management Board
Monday, September 25, 2006

The Administration, Investment and Fiscal Management Board met in Regular session in
the Historic City Hall Hearing Room, 915 | Street, on Monday, September 25, 2006, at 1:30

p.m.

CALL TO ORDER AND ROLL CALL

Chairperson David DeCamilla called the meeting to order at 1:40 p.m.

PRESENT: Sperling, Berke*, DeCamilla, and Kauffman

ABSENT: Fehr

*Board Member Friery designated Tom Berke to represent him at this meeting.

1. . MINUTES OF REGULAR MEETING OF AUGUST 28, 2006
APPROVED

The Board received and reviewed the minutes of the regular meeting held August 28,
-2006. Mr: Kauffman moved the minutes be approved as submitted. The motion was
seconded by Mr. Berke. The motion was carried by the following vote:

AYES: Kauffman, Sperling, Berkve*, and DeCamilla

ABSENT: Fehr

NOES: None

2. INVESTMENT -TREASURER’S ACTIVITY REPORTS FOR JUNE 2006
ACCEPTED ' :

John Colville, Sr. Investment Officer, provided a brief summary of the investment
activity for August 2006. Mr. Colville stated for the record that he did not receive an
agenda packet for this month’s meeting. He reported 18% of portfolio holdings are
currently cash. We are 57-months into a 65-month business cycle. Mr. Colville
commented that housing prices fell for the first time in eleven years. Mr. Colville
advised that if current trends continue, the feds will lower interest rates. Therefore, we
- are investing more in utilities, financials, and consumer staples. Mr. DeCamilla raised
concern about reaching the goal of 7.25% return. He commented that our current
holding of over $50 million in cash might be better used. Mr. DeCamilla advised that



we cannot take full advantage of the equity market with too much of our holdings in
cash. Discussion took place regarding investment strategy in the current market —
and whether the goal of 7.25% return can be met under current strategy. Mr. Colville
asserted the need to take a more conservative approach because our resources are

- limited. Mr. Berke commented that the current approach takes the drastic drop in the
real estate market into consideration and protects the “bottom line.” Mr. DeCamilla
clarified that he is not critical of any individual decision, but simply concerned about
potential lost opportunities. Mr. Kauffman inquired about the reporting of cash
holdings and commented that the report gives the appearance that we are fully
invested. Mr. Colville responded that future reports can specify what is “held in
buckets.”

AYES: Sperling, Kauffman, Berke and DeCamilla
ABSENT: Fehr

NOES: None

REPORTS OF CONSULTANTS AND ADVISORS

3. CRA/Rogers Quarterly Performance Report
Sarah Cleveland, Director of Investment Consulting reported on the volatility of
energy in July and August. She stated the company is continuing to improve the
report, and is open to suggestions for improvement. She noted that we are “in line to
reach targets.” Ms. Cleveland reported fiscal year 2006 had a 5.57% return.

POLICY MATTERS TO BE CONSIDERED AND ACTED UPON
NONE

REPORTS OF THE SECRETARY

Ms. Flores reported on her recent meeting with Bartell & Associates. She communicated
- their request to present a draft of their report to the Board before presenting the final
report. There was discussion about the necessity of an additional meeting, and whether
the meeting should be open or closed session. It was determined the meeting shall be
open if it is scheduled. Mr. DeCamilla questioned the purpose of an additional meeting. Mr.
Kauffman advised that Bartell & Associates wished to gain direction prior to finalizing the
report. Ms. Flores indicated that she would confer with Bartell & Associates and clarify their
request. If she determined an additional meeting was necessary, she will contact board
members at a later date.




CITIZENS & MEMBERS ADDRESSING THE BOARD_ON MATTERS NOT ON THE

AGENDA
NONE

IDEAS AND QUESTIONS, MEMBERS OF THE BOARD
NONE

CLOSED SESSION -
NONE

ADJOURNMENT

There being no further business, the meetlng was adjourned at 2:40 p.m. to meet again at
the call of the Chair.




